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E X A M

• Next Thursday 
• Will post possible exam questions on BB (under 

Assignments) 
• I’ll randomly pick 2 of them 

• You have to answer both



D U R A B L E  E F F E C T ?

• What are the lasting implications of Operation 
Car Wash? 
A. Brazil will become a better place to do business 

given the increase in transparency, better 
governance, less corruption. 

B. The effects of Car Wash will be ephemeral; things 
will go back to how they were before. 

C. As the investigation continues, the intensity of 
the anti-corruption drive will lead to major 
paralysis in business activity in Brazil



D U R A B L E  E F F E C T ?



G O I N G  F O R WA R D

• If Brazil wants to make the gains achieved 
during Operation Car Wash durable, what 
should it do?



C U R B I N G  M O N E Y

• Which potential solutions exist to curb money 
in politics? 

• How effective are they? 
• Under what conditions can efforts be 

successful?



W H AT  C A N  W E  D O ?

• What are promising ways to reduce corruption 
in bureaucracy or politics?



W H AT  C A N  W E  D O ?

• Transparency and Information 
• Technology: Taking Away Discretion 
• Enforcement: Anti-Corruption Agencies 
• Higher Pay



T R A N S PA R E N C Y

• “Publicity is justly 
commended as a remedy for 
social and industrial diseases. 
Sunlight is said to be the 
best of disinfectants; electric 
light the most 
efficient policeman” (Louis D. 
Brandeis)



T R A N S PA R E N C Y

• Idea: Publicize more information on activities of 
politicians and government officials 

• Makes it easier to uncover wrongdoing



T R A N S PA R E N C Y  A N D  P O L I T I C I A N S

• How could greater transparency affect 
corruption? 
• What does greater transparency look like? 
• What could it have an effect on?
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T R A N S PA R E N C Y

• Studying the effect of transparency 
• Field experiment: Distributing “report cards” to 

voters in slums 
• In some (randomly chosen) slums, report cards are 

distributed in free newspapers 
• In control slums, no informational material 

• Banerjee et al (2009)



T R A N S PA R E N C Y

• Findings: 
• Information increases turnout 
• Incumbents more likely to be voted out if: 

• Poor attendance record in key oversight committees 
relevant to people’s lives 

• They are richer (=more corrupt?) 
• Transparency changes who voters elect 

• More “low-quality” incumbents are thrown out



W E A LT H  D I S C L O S U R E

• Wealth disclosure required by Supreme Court 
mandate 
• Started in 2003 

• Suppose politician enriches him/herself in 
office. When second disclosure has to be 
provided, two options: 
• Lie 
• Don’t run again



W E A LT H  D I S C L O S U R E

• When second affidavit is due: incumbents 13 
percentage points less likely to run for 
reelection 
• Fisman et al. (2017)



C O N S E Q U E N C E S

• Presumably, the most rent-seeking incumbents 
don’t run for re-election and leave politics 

• Makes it easier for more public-spirited 
politicians to run and win 

• Does this have an effect on governance?



C O N S E Q U E N C E S

• Finding: States where more legislators leave 
office because of the disclosure rules, GDP 
growth is significantly larger than in states 
where fewer legislators leave office



T R A N S PA R E N C Y

• Transparency changes who runs for office 
• “Low-quality” people less likely to run



P R E S S

• Free press as an important component of 
transparency



N E W S PA P E R  C L O S I N G S

• Gao/Lee/Murphy: “Financing Dies in Darkness? The 
Impact of Newspaper Closures on Public Finance”



N E W S PA P E R  C L O S I N G S

• What are the consequences of newspaper 
closures for (local) policy? 

• Compare trend in various outcomes of: 
• Counties where newspaper closes (“treatment”) 
• Counties where no newspaper closes (“control”)



N E W S PA P E R  C L O S I N G S

• Findings: Counties where newspapers close 
have… 
• Higher borrowing costs (5.5 percentage points) 
• Higher government wages 
• Greater government deficits 

• This does not show corruption directly 
• Results could be due to laziness of local politicians 

when unchecked by newspapers 
• But: Easy to see how this could increase corruption



W H AT  C A N  W E  D O ?

• Transparency and Information 
• Technology: Taking Away Discretion 
• Enforcement: Anti-Corruption Agencies 
• Higher Pay



G O V E R N M E N T  S E R V I C E S

• Many governments spend a lot of money on 
targeted programs (esp. for the poor) 
• e.g. OKP/Raskin program in Indonesia 
• Poor rural residents can purchase 20kg of rice per 

month at price 60% below market rate 
• 50% of rural population benefit 
• Subsidy is large: 9% of monthly household expenditure 

saved



G O V E R N M E N T  S E R V I C E S

• Many governments spend a lot of money on 
targeted programs (esp. for the poor) 
• e.g. National Rural Employment Guarantee Scheme 

(NREGS) in India 
• Guarantees rural households 100 days of paid 

employment per year 
• Annual budget: $5.5 billion 
• 800 million people (11% of the world’s population) 

covered



L E A K A G E

• Much of these benefits don’t reach the 
intended recipient 
• OKP rice program 
• Compare government administrative data on how 

much rice allocated to different districts with 
household survey of how much rice people received 

• Finding: 18% of the rice seems to have disappeared 
• Olken (2005)



L E A K A G E

• NREGS rural employment program 
• Participants have a paper job card 

• Empty spaces to record employment and payment 
• Administrator records jobs and payments in 

their own files 
• Overreporting 
• Underpayment



P R O B L E M

• Good intentions by central government 
• Problem: Middlemen who implement programs  

skim money off 
• One solution: Take out the middlemen 

• Technology helps



N E W  WAY

• Biometric smartcards



N E W  WAY

• Goal: All Indian adults issued biometric card 
• Each individual gets unique ID number 
• Digital photograph taken 
• All 10 fingerprints taken 
• Everything goes on card 
• Linked to bank account



N E W  WAY

• New NREGS payment process 
• Beneficiary goes to collection center 
• Insert card in reader 
• Administrator checks photo 
• One (randomly chosen) fingerprint scanned 
• If match, transaction authorized and paid out (to bank 

account) 
• Takes out discretion of middlemen



S T U D Y

• How could we study whether new technology 
reduces corruption?



S T U D Y

• Muralidharan et. al. (2016) 
• Partner with Andhra Pradesh government in 

rollout of smartcards



S T U D Y

• Randomize order in which 296 areas introduce 
new system 
• Treatment areas: Rollout now 
• Control areas: Rollout 2 years later



S T U D Y

• Get official records on beneficiary list and 
benefits paid 

• Conduct household surveys of samples of 
enrolled participants 
• ~8,000 households 
• In treatment and control group 
• Before experiment begins and after cards 

introduced in treatment areas



WA I T I N G  T I M E

• Time between work and payment 
• Old system: 34 days 
• New system: 24 days



WA I T I N G  T I M E

• Travel time and waiting in line to collect money 
• Old system: 112 minutes 
• New system: 90 minutes



L E A K A G E

• Earnings per week as reported in household 
survey 
• Old system: Rs. 236 
• New system: Rs. 271 

• Spending per week as reported in 
administrative data: unchanged 

• Significant reduction of “leakage”



C O O K I N G  G A S

• Another Indian program: subsidized gas for 
domestic cooking 
• Same gas for commercial use not subsidized 

• Lucrative option: Divert subsidized gas and sell 
it on black market 

• Barnwal (2017)



S M A RT C A R D

• Replace old, in-kind benefits 
• Instead: Smartcard, subsidy paid directly into 

bank account 
• Study: New technology all but eliminates 

diversion of cooking gas into black market



T E R M I N AT I O N

• January 2014: Government announces 
termination of smartcard-based system 

• Study: Diversion of subsidized gas into black 
market returns to old levels



U N E V E N  A D A P TAT I O N

• Some states are at the forefront of taking out 
the middlemen 

• Others are not



M I D D L E M E N

• Taking out middlemen seems to reduce 
bureaucratic corruption 

• But: Often apparent unwillingness to adopt 
these solutions 
• We’ll discuss reasons next time



W H AT  C A N  W E  D O ?

• Transparency and Information 
• Technology: Taking Away Discretion 
• Enforcement: Anti-Corruption Agencies 
• Higher Pay



A N T I - C O R R U P T I O N  A G E N C I E S

• Idea: More monitoring, enforcement, 
punishment  
• Dedicated body to investigate and punish 

corruption 
• By bureaucrats or politicians



A N T I - C O R R U P T I O N  A G E N C I E S

• Empirical evidence on their effectiveness: 
sparse



A N T I - C O R R U P T I O N  A G E N C I E S

• Empirical evidence on their effectiveness: 
sparse 
• Difficult to evaluate whether an agency is successful 
• Agencies differ widely in how they are set up



T H I N G S  T O  C O N S I D E R

• What are the resources? 
• Budget? How much staff, what kinds of staff, where 

from?



T H I N G S  T O  C O N S I D E R

• What does the agency focus on? 
• Monitoring, investigating, prosecution, prevention, 

education? 
• Past, present, future offenses? 
• Should all potential offenses be investigated? Or 

focus selectively on some cases? Which one’s, and 
who decides?



T H I N G S  T O  C O N S I D E R

• What can the agency/agencies do? 
• Can they seize documents and subpoena people? 
• Can they arrest someone? Freeze their assets? Seize 

their passport or their property? 
• Can they grant immunity to key witnesses? 
• Can the agency compel politicians/bureaucrats to 

routinely provide information, e.g. tax returns? 
• etc.



T H I N G S  T O  C O N S I D E R

• Who is/are the agency/agencies accountable to? 
• Who choses the head of the agency? Can he/she be 

fired? By whom and under what circumstances? 
• Who makes the hiring decisions? 
• Who decides on the budget of the agency/agencies? 
• Does the agency have to provide reports on what it 

does and how well it does it? 
• If so, what, how often, to whom, and in what form? 

• Does the agency report to anyone? If so, to whom? 
• Who can question the agency about what it does? 

Politicians? Citizens? Bureaucracy?



W H AT  C A N  W E  D O ?

• Transparency and Information 
• Technology: Taking Away Discretion 
• Enforcement: Anti-Corruption Agencies 
• Higher Pay



E V I D E N C E

• Mixed: 
• Sometimes increasing wage lowers corruption, 

sometimes it does nothing or increases it 
• One key factor: high wage needs to be coupled 

with enforcement 
• High wages discourage corruption because loss of job 

hurts 
• If no chance of losing job, threat of high wage loss not 

relevant



W H O  W O R K S  F O R  T H E  S TAT E

• Salary can affects who works in government



W H O  W O R K S  F O R  T H E  S TAT E

• Salary can affects who works in government 
• Some people are mostly motivated by money 
• Other are motivated by desire for public service



N E X T  T I M E

• We do have some evidence about what works 
to reduce corruption 

• And yet, it often is not done 
• Why not? 
• Next time: Conditions under which reforms are 

implemented and can succeed


