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Table 1a: Firm level correlations

Pol. influence Corruption Bribes

Political influence 1

Survey measure

4591

Corruption 0.006 1

Survey measure 0.696

4591 4591

Bribe paying -0.024 0.358 1

Survey measure 0.111 0.000

4591 4591 4591

Numbers are: correlation coefficient, p-value, and no. of observations, respectively.

"Political Influence" is an individual level average of the answer to the question "What is the extent of influence of firms on X?" 
where X is government executive, legislature, ministry, and regulatory agency, respectively. Answers were given on a scale from 
2(never influential) to 6(very influential). "Corruption" is an individual level answer to the question "How problematic is corruption to 
the operation and growth of your business?" Answers were given on a scale from 1(No obstacle) to 4(Major obstacle). "Bribe 
paying" is an individual level answer to the question "Would you say that the following sentence: It is common for firms in my line of 
business to have to pay some irregular payments to get things done is never/seldom/.../always true?" Answers were given on a 
scale from 1(never) to 6(always).



Table 1b: Country level correlations

Pol. influence Corruption Bribe paying Transparency World Bank ICRG

International Governance

Political influence 1

Survey measure

58

Corruption -0.013 1

Survey measure 0.924

58 58

Bribe paying -0.007 0.727 1

Survey measure 0.959 0.000

57 57 57

Transparency International -0.073 0.843 0.781 1

CPI 0.602 0.000 0.000

54 54 53 54

World Bank Governance -0.139 0.774 0.744 0.953 1

Governance: Corruption 0.297 0.000 0.000 0.000

58 58 57 54 58

ICRG -0.076 0.747 0.691 0.888 0.921 1

Quality of Government 0.588 0.000 0.000 0.000 0.000

53 53 52 52 53 53

Numbers are: correlation coefficient, p-value, no. of observations, respectively.

"Political Influence" is a country level average of individual-level firms' answers to the question "What is the extent of 
influence of firms on X?" where X is government executive, legislature, ministry, and regulatory agency, respectively. 
Answers were given on a scale from 2(never influential) to 6(very influential). "Corruption" is a country level average of 
individual-level firms' answers to the question "How problematic is corruption to the operation and growth of your 
business?" Answers were given on a scale from 1(No obstacle) to 4(Major obstacle). "Bribe paying" is a country level 
average of individual-level firms' answers to the question "Would you say that the following sentence: It is common for 
firms in my line of business to have to pay some irregular payments to get things done is never/seldom/.../always true?" 
Answers were given on a scale from 1(never) to 6(always).

"CPI" is Transparency International's Corruption Perceptions Index (Transparency International, 19XX). The "Governance: 
corruption" measure is from the World Bank's Governance Institute (World Bank, 200X). "Quality of government" is from 
International Country Risk Guide (Source: XXX). All are scaled such that the index takes on higher values where there is 
more corruption.



Table 2: Determinants of Political Influence and Bribe paying. OLS results

Pol. influence Bribes Pol. influence Bribes Pol. influence Bribes Pol. influence Bribes Pol. influence Bribes Pol. influence Bribes

Indicator: Small firm -0.127 0.171 -0.103 0.168 -0.089 0.158 -0.117 0.194 -0.112 0.149 -0.067 -0.187

  < 50 employees [0.032]*** [0.065]** [0.037]*** [0.077]** [0.048]* [0.086]* [0.052]** [0.137] [0.043]** [0.078]* [0.090] [0.212]

Indicator: Large firm 0.252 -0.194 0.266 -0.152 0.225 -0.141 0.209 -0.189 0.364 -0.103 0.055 0.103

  > 500 employees [0.036]*** [0.063]*** [0.039]*** [0.071]** [0.050]*** [0.077]* [0.059]*** [0.085]** [0.056]*** [0.087] [0.216] [0.334]

Exporting firm 0.082 0.049 0.047 0.038 0.028 0.04 0.015 -0.006 0.139 0.033 0.07 0.126

  (0 = no, 1 = yes) [0.030]*** [0.047] [0.036] [0.054] [0.033] [0.058] [0.043] [0.085] [0.051]*** [0.066] [0.155] [0.249]

Government ownership 0.194 -0.361 0.179 -0.317 0.223 -0.388 0.185 -0.372 0.206 -0.325 0.212 0.032

  (0 = no, 1 = yes) [0.039]*** [0.089]*** [0.042]*** [0.093]*** [0.049]*** [0.100]*** [0.055]*** [0.136]*** [0.074]*** [0.119]*** [0.138] [0.290]

Number of competitors -0.076 0.209 -0.088 0.196 -0.073 0.205 0.002 0.183 -0.16 0.234 0.006 0.169

  (1 = none, 2 = 1-3, 3 = more) [0.022]*** [0.043]*** [0.023]*** [0.041]*** [0.023]*** [0.043]*** [0.034] [0.056]*** [0.036]*** [0.074]*** [0.088] [0.208]

Firm age 0.004 -0.004 0.004 -0.004 0.003 -0.003 0.004 -0.005 0.004 -0.005 0.009 -0.007

[0.001]*** [0.001]*** [0.001]*** [0.001]*** [0.001]*** [0.001]** [0.001]*** [0.002]*** [0.001]*** [0.002]*** [0.003]*** [0.006]

Indicator: Service sector 0.197 -0.01 0.189 0.012 0.15 0.057

[0.028]*** [0.048] [0.030]*** [0.047] [0.035]*** [0.050]

Indicator: Other sector 0.129 0.232 0.071 0.238 0.02 0.266

[0.146] [0.346] [0.152] [0.322] [0.155] [0.334]

Indicator: Agricultural sector 0.109 -0.286 0.128 -0.305 0.084 -0.257

[0.053]** [0.132]** [0.062]** [0.141]** [0.062] [0.152]*

Indicator: Construction sector 0.135 0.277 0.122 0.286 0.104 0.317

[0.050]*** [0.097]*** [0.048]** [0.097]*** [0.054]* [0.104]***

Quality of parliament 0.033 -0.206 0.036 -0.221

  (1 = very bad, …, 6 = very good) [0.010]*** [0.032]*** [0.011]*** [0.038]***

Foreign ownership? -0.021 -0.022 -0.004 -0.029

  (0 = no, 1 = yes) [0.046] [0.077] [0.043] [0.102]

Operate in other countries? 0.165 -0.038 0.170 -0.010

  (0 = no, 1 = yes) [0.042]*** [0.075] [0.046]*** [0.089]

Ownership concentration -0.033 0.056

  ( < 50%, 50-99%, 100%) [0.019]* [0.044]

country effects

Observations 4865 4865 4152 4152 3173 3173 1757 1757 2338 2338 416 416

R-squared 0.18 0.2 0.19 0.21 0.18 0.21 0.17 0.23 0.21 0.22 0.33 0.3

Countries 57 57 57 57 57 57 57 57 57 57 57 57

F test: Firm sizes=0 10.83 3.89 35.08 2.97 0.29 0.46

Prob > F 0 0.03 0 0.06 0.75 0.63

Robust standard errors, corrected for clustering at the country level, in brackets. * significant at 10%; ** significant at 5%; *** significant at 1%.

Manufacturing Service Construction

"Political Influence" is an individual level average of the answer to the question "What is the extent of influence of firms on X?" where X is government executive, legislature, ministry, and regulatory agency, respectively. Answers were given on a scale from 
2(never influential) to 6(very influential). "Corruption" is an individual level answer to the question "How problematic is corruption to the operation and growth of your business?" Answers were given on a scale from 1(No obstacle) to 4(Major obstacle). "Bribe 
paying" is an individual level answer to the question "Would you say that the following sentence: It is common for firms in my line of business to have to pay some irregular payments to get things done is never/seldom/.../always true?" Answers were given on a 
scale from 1(never) to 6(always).



Table 3: Determinants of Political Influence and Bribe Paying and Corruption, 2SLS

Pol. influence Bribes Pol. influence Corruption

Pol. influence -0.289 -0.267

[0.157]* [0.078]***

Bribes 0.036

[0.059]

Corruption 0.051

[0.089]

Indicator: Small firm -0.079 0.168 -0.072 0.087

  < 50 employees [0.035]** [0.070]** [0.034]** [0.041]**

Indicator: Large firm 0.235 -0.138 0.249 -0.04

  > 500 employees [0.037]*** [0.082]* [0.034]*** [0.050]

Exporting firm 0.074 0.084 0.091 0.006

  (0 = no, 1 = yes) [0.034]** [0.048]* [0.033]*** [0.037]

Government ownership 0.166 -0.254 0.182 -0.024

  (0 = no, 1 = yes) [0.043]*** [0.098]*** [0.040]*** [0.054]

Number of competitors -0.087 0.168 -0.066 0.057

  (1 = none, 2 = 1-3, 3 = more) [0.025]*** [0.048]*** [0.024]*** [0.032]*

Firm age 0.003 -0.003 0.002 0.001

[0.001]*** [0.001]** [0.001]*** [0.001]

Indicator: Service sector 0.165 0.032 0.161 0.029

[0.028]*** [0.057] [0.027]*** [0.041]

Indicator: Other sector 0.06 0.475 0.061 0.297

[0.182] [0.315] [0.141] [0.175]

Indicator: Agricultural sector 0.08 -0.267 0.043 0.107

[0.055] [0.132]** [0.047] [0.134]

Indicator: Construction sector 0.122 0.24 0.139 0.256

[0.057]** [0.103]** [0.063]** [0.066]***

Informed about changes in laws -0.081 -0.080

  (1=never, …, 6=always [0.015]*** [0.014]***

Govt listens to business 0.145 0.142

  (1=never, …, 6=always [0.020]*** [0.020]***

Quality of police -0.161 -0.098

  (1 = very bad, …, 6 = very good) [0.028]*** [0.021]***

Courts: fair & impartial -0.098 -0.072

  (1=never, …, 6=always [0.025]*** [0.015]***

+ country dummies

Observations 4175 4175 4283 4283

F-statistic, 1st stage (p-value) 27.83 (.000) 72.63 (.000) 24.90 (.000) 74.38 (.000)

Hansen J-statistic (p-value) .73 (.39) .12 (.73) .70 (.40) .00 (.99)

Countries 57 57 57 57

Robust standard errors in brackets

* significant at 10%; ** significant at 5%; *** significant at 1%



Table 4: Consequences

Sales Investments Sales Investments Small Medium Large Manufacturing Service Construction

Pol. influence 0.04 0.017

[0.016]** [0.013]

Bribes -0.024 -0.008

[0.009]*** [0.007]

Pol. Influence (resid) 0.032 0.009 0.041 0.03 0.009 0.028 0.053 0.039

[0.017]* [0.015] [0.030] [0.018]* [0.040] [0.028] [0.021]** [0.057]

Bribes (resid) -0.03 -0.009 -0.026 -0.041 -0.012 -0.028 -0.032 -0.071

[0.009]*** [0.008] [0.011]** [0.017]** [0.026] [0.015]* [0.012]** [0.033]**

Indicator: Small firm -0.128 -0.112 -0.138 -0.126 0.009 -0.166 -0.317

  < 50 employees [0.032]*** [0.039]*** [0.037]*** [0.041]*** [0.063] [0.043]*** [0.101]***

Indicator: Large firm 0.088 0.079 0.122 0.098 0.166 0.124 0.096

  > 500 employees [0.034]** [0.031]** [0.034]*** [0.034]*** [0.051]*** [0.045]*** [0.200]

Exporting firm 0.164 0.156 0.178 0.166 0.224 0.226 0.073 0.26 0.095 0.256

  (0 = no, 1 = yes) [0.035]*** [0.024]*** [0.039]*** [0.026]*** [0.076]*** [0.047]*** [0.069] [0.053]*** [0.051]* [0.138]*

Government ownership -0.156 -0.192 -0.162 -0.209 -0.16 -0.138 -0.247 -0.285 -0.091 -0.03

  (0 = no, 1 = yes) [0.065]** [0.040]*** [0.070]** [0.039]*** [0.135] [0.097] [0.118]** [0.091]*** [0.076] [0.207]

Number of competitors -0.044 -0.008 -0.044 -0.013 -0.009 -0.091 0.018 -0.03 -0.048 -0.03

  (1 = none, 2 = 1-3, 3 = more) [0.022]** [0.017] [0.025]* [0.018] [0.040] [0.031]*** [0.062] [0.035] [0.038] [0.122]

Firm age -0.002 -0.002 -0.002 -0.002 -0.008 -0.002 0.002 -0.002 -0.001 -0.004

[0.001]*** [0.001]*** [0.001]** [0.001]*** [0.002]*** [0.001]** [0.001] [0.001]** [0.001] [0.004]

Indicator: Service sector 0.118 0.118 0.132 0.129 -0.033 0.201 0.194

[0.037]*** [0.030]*** [0.041]*** [0.032]*** [0.059] [0.045]*** [0.096]**

Indicator: Other sector 0.01 0.193 -0.014 0.174 -0.484 0.258 0

[0.145] [0.072]*** [0.160] [0.060]*** [0.277]* [0.185] [0.000]

Indicator: Agricultural sector 0.135 -0.02 0.124 -0.016 0.122 0.24 -0.234

[0.094] [0.053] [0.103] [0.050] [0.132] [0.117]** [0.201]

Indicator: Construction sector 0.102 0.02 0.083 0.016 -0.15 0.225 0.125

[0.063] [0.050] [0.067] [0.053] [0.082]* [0.098]** [0.181]

+ country dummies

Observations 4504 4432 4504 4432 1698 2007 799 1636 2177 389

"R-squared" 0.13 0.13 0.13 0.13 0.16 0.14 0.14 0.15 0.17 0.31

Countries

Robust standard errors in brackets

* significant at 10%; ** significant at 5%; *** significant at 1%

By firm size
(dept. variable: sales)

By sector
(dept. variable: sales)



Table 5: Other consequences

Sales	
  to	
  state	
  
sector	
  (y/n)

%	
  sales	
  
reported	
  to	
  tax	
  
authori7es

Tax	
  and	
  
regula7ons	
  
problem§

Business	
  
regula7on	
  
problem§

Confidence	
  in	
  
judicial	
  system

Receive	
  govt	
  
subsidies

Helpfulness	
  of	
  
central	
  govt

Predictability	
  of	
  
laws	
  and	
  
regula7on

Pol. Influence (resid) 0.032 0.05 -0.03 0.009 0.113 0.023 0.143 0.14

[0.009]*** [0.047] [0.018]* [0.020] [0.025]*** [0.006]*** [0.023]*** [0.023]***

Bribes (resid) 0.003 -0.316 0.071 0.062 -0.096 0 -0.048 -0.014

[0.005] [0.028]*** [0.009]*** [0.012]*** [0.015]*** [0.003] [0.013]*** [0.014]

Indicator: Small firm -0.12 -0.406 0.007 0.083 -0.073 -0.058 -0.251 -0.167

  < 50 employees [0.019]*** [0.095]*** [0.034] [0.041]** [0.050] [0.011]*** [0.044]*** [0.047]***

Indicator: Large firm 0.006 0.334 -0.117 0.139 0.059 0.024 0.076 0.099

  > 500 employees [0.022] [0.117]*** [0.042]*** [0.048]*** [0.058] [0.017] [0.055] [0.053]*

Exporting firm 0.041 0.041 -0.069 -0.099 -0.03 0.029 -0.063 -0.005

  (0 = no, 1 = yes) [0.018]** [0.094] [0.034]** [0.039]** [0.049] [0.012]** [0.044] [0.046]

Government ownership 0.156 0.397 -0.09 -0.159 0.281 0.148 0.264 0.194

  (0 = no, 1 = yes) [0.024]*** [0.126]*** [0.047]* [0.056]*** [0.066]*** [0.021]*** [0.062]*** [0.063]***

Number of competitors 0.05 -0.183 0.189 0.071 -0.087 -0.003 -0.141 -0.097

  (1 = none, 2 = 1-3, 3 = more) [0.013]*** [0.073]** [0.028]*** [0.031]** [0.038]** [0.010] [0.035]*** [0.035]***

Firm age 0.001 0.001 0.000 0.000 0.001 0.000 0.001 0.003

[0.000]* [0.002] [0.001] [0.001] [0.001] [0.000] [0.001] [0.001]***

Indicator: Service sector 0.029 -0.014 -0.109 -0.028 0.038 -0.013 0.109 0.11

[0.018] [0.091] [0.033]*** [0.040] [0.049] [0.011] [0.043]** [0.046]**

Indicator: Other sector 0.052 -0.581 -0.319 -0.199 -0.336 0.046 0.239 0.251

[0.101] [0.539] [0.165]* [0.181] [0.291] [0.073] [0.201] [0.212]

Indicator: Agricultural sector 0.145 0.043 -0.012 0.077 0.223 0.144 0.217 0.008

[0.035]*** [0.169] [0.062] [0.087] [0.090]** [0.029]*** [0.087]** [0.090]

Indicator: Construction sector 0.177 -0.128 0.035 -0.064 -0.05 -0.01 0.116 0.219

[0.030]*** [0.144] [0.050] [0.065] [0.080] [0.018] [0.071] [0.073]***

+ country dummies

Observations 4591 4394 4581 4428 4534 4531 4493 4495

"R-squared" 0.14 0.21 0.25 0.18 0.22 0.12 0.25 0.17

Countries

Robust standard errors in brackets

* significant at 10%; ** significant at 5%; *** significant at 1%
§ 1=no obstacle 4=major obstacle
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