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Corruption, i.e. an abuse of power by a person in a position
of authority in exchange for personal benefits, is a major
challenge in international business. It increases the cost of
doing business and discourages foreign direct investment
(Cuervo-Cazurra, 2006). Due to its importance to interna-
tional business, corruption has been the subject of numer-
ous theoretical and empirical studies which aim to ascertain
its antecedents and predictors. National culture (or certain
dimensions thereof, in particular) has been found to be
a strong predictor of high corruption levels. In this study,
we revisit Husted’s (1999) and Seleim and Bontis (2009)
seminal articles on the relationship between the dimen-
sions of national culture and the perception of corruption.
We retest their hypotheses using newly available measures
of culture (the GLOBE Project) and a larger data set (1120
country-year observations) and go on to develop and test
a follow-up hypothesis about the role of future orientation as
an important predictor of the level of corruption. We juxta-
pose our results to the original ones and other key studies
in the literature on corruption and culture.
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Introduction

In 2016 it came to light that a Brazil-
ian construction company, Odebrecht,
had paid in excess of 800 million dollars
in bribes to high-level officials in most
countries of Latin America (Ahmed, 2018).
Impeachments and arrests followed in
some countries such as Peru or Panama,
however Mexico was a notable exception,
despite its government allegedly having
enough evidence to charge officials. Cor-

ruption scandals plagued Enrique Pena
Nieto's presidency in Mexico, but this Latin
American country is hardly the only coun-
try struggling with corruption. Examples
like these, which display the pervasive-
ness of corruption at both government
and company levels in several countries
in the region, have singled out corruption
as one of the most discussed managerial
issues. Without a doubt, corruption affects
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individuals’ everyday lives and has numer-
ous negative social consequences, one
of them being a negative effect on busi-
ness. It has a direct and indirect effect
on the cost of doing business in a given
country (Cuervo-Cazurra, 2006). High lev-
els of corruption discourage foreign direct
investment and undermine the trust of cor-
porations and individuals in the system. Fi-
nally, highly corrupt institutions discourage
entrepreneurship and small and medium-
sized business development (e.g. Anokhin
and Schulze, 2009; Tonoyan et al., 2010).

Infact, Latin Americaisnotthe onlyregion
affected by this complex political, econom-
ic, social, and psychological phenomenon.
Sah (2007) and Bardhan and Mookherjee
(2006) found that some regions are more
prone to corruption than others. Regions
such as Latin America, South Asia, Africa
and the Middle East — with notable excep-
tions —are usually described as particularly
corruption-prone. It raises questions about
whether some regions or, more specifically,
cultures are more prone to corruption than
others. However, economics and business
literatures offer conflicting insights. There
is a plethora of empirical studies but the
results are very often fragmented. In this
study, we revisit Husted’s (1999) and Sele-
im and Bontis’s (2009) seminal articles on
the relationship between the dimensions
of national culture and the perception of
corruption. We retest their hypotheses us-
ing new available measures of culture and
a larger sample, and move on to develop
and test a follow-up hypothesis about the
role of future orientation as an important
predictor of the level of corruption.

In what follows, we review the most re-
cent studies on culture and corruption. We
then develop three hypotheses linking par-
ticular dimensions of culture to perceived
corruption. Subsequently, we describe the
applied methods and sample, and sum-
marise the results. We continue with a brief
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discussion on the theoretical and practical
implications of our findings.

1. Understanding culture
and corruption — literature

review

Interest in corruption is not new; howev-
er, due to its significance and widespread
coverage it has remained an important
topic of discussion among scholars. Ex-
tended media coverage has brought to
light huge scandals at both government
and company levels such as Odebrecht
in Latin America and the 1MDB fund in
Malaysia. Sah (2007) and Bardhan and
Mookherjee (2006) found that some re-
gions are more prone to corruption than
others, which raises questions on the role
of culture in corrupt practices around the
globe. Corruption has a negative econom-
ic effect, delays economic development,
hinders foreign direct investment and in-
creases the risk for investors (e.g. Seleim
and Bontis, 2009; Doh et al., 2003; Dreher
and Gassebner, 2013). For such reasons,
there is a plethora of empirical studies on
the subject, but the results are very often
fragmented.

Despite the importance of understand-
ing how corruption spreads in individual
countries, comprehending how it develops
across countries might offer a broader un-
derstanding of ways to curtail such practic-
es. In his study, Husted (1999) adds to pre-
vious literature that focused on economic
and political explanations to corruption by
linking the existence of corruption practic-
es to cultural characteristics across coun-
tries using the cultural dimensions cham-
pioned by Hofstede (1997). In addition to
measures for economic development, in-
come distribution and government size, he
added hypotheses to measure the impact
on corruption of power distance, individu-
alism, masculinity-femininity, uncertainty
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avoidance, and Confucian dynamism. He
found that economic development was
the most significant correlate of corruption,
and among the cultural values, high levels
of uncertainty avoidance, masculinity and
power distance showed a positive correla-
tion with corruption.

Even though culture is not the only expla-
nation for corruption, culture encompasses
many traits of citizenship and the concept
has been used to predict the general re-
sponse of a particular group to situations
considered of dubious nature (Davis and
Ruhe, 2003; Park, 2003; Pena Lopez and
Sanchez Santos, 2014). Since Husted's
study, others have contributed to the cul-
tural discussion on corruption by adding
measures from Project Globe (see House,
Javidan, Hanges, and Dorfman, 2002) to
Hofstede’s cultural dimensions such as
performance orientation, future orientation,
assertiveness, institutional collectivism,
gender egalitarianism and human orien-
tation (Bontis and Seleim, 2009). In this
study, we consider the data from the Globe
project to be more recent and reliable.

The study of corruption is not limited to
the country level. Johan and Najar (2010)
present a study on equity funds in which
they found that lower levels of corruption
are correlated with lower fixed fees and
higher performance-related fees for fund
managers. More recently, Biggerstaff, Cic-
ero, and Puckett (2015) found that CEO
benefits might affect their motivation to en-
gage in corporate misbehaviour and might
signal an unethical corporate culture. Cor-
porate culture is indeed an important vari-
able in corrupt organisations (Campbell
and Goritz, 2014), but one that is difficult to
measure given that managers and employ-
ees differ in their perception of it.

Furthermore, since corruption has the
potential to cause a delay in economic
growth and hinder foreign direct invest-
ment, authors have focused on the rela-

tionship between corruption and its nega-
tive impact on the economy. Many of these
studies focus on accounting choice and
management of earnings (Houge and Mon-
em, 2016; Lewellyn and Bao, 2017; Mazzi,
Slack, and Tsalavoutas, 2018; Mazzi, Slack,
Tsalavoutas, and Tsoligkas, 2019). Such re-
search centres on the idea that managers
exercise accounting discretion to distort
a company’s financial results, or practice
the selective disclosure of information to al-
ter the perception of a firm'’s future potential
in order to mislead stakeholders to derive
benefits.

It has been argued that the measures
proposed by Hofstede and his conclu-
sions might not be as relevant today as in
the past. Additionally, newer and arguably
more reliable data is now available (i.e.
GLOBE project variables) and should not
be ignored.

This study expands Husted'’s (1999) and
Seleim and Bontis’s (2009) seminal works
by retesting their hypotheses in light of
new available measures of culture and
larger samples, and moves on to develop
and test a follow-up hypothesis about the
role of future orientation as an important
predictor of the level of corruption. We use
secondary archival data and apply statisti-
cal modelling techniques to data ranging
from 1995 to 2013. We take the effect of
cultural discrepancy contrasting cultural
values with cultural practices into con-
sideration (see Gelbrich et al., 2016). Our
study contributes to extant literature by
questioning the reliability and usefulness
of cultural measures for the study of cor-
ruption phenomena.

2. Hypotheses development

According to Transparency international,
corruption is the abuse of entrusted power
for private gain. Using a larger and more
recent sample, we retested Husted’s (1999)
hypotheses on the relationship of culture
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and corruption (uncertainty avoidance and
power distance) and we added future ori-
entation to consider data provided by the
GLOBE project and not considered in the
seminal article. Additionally, we controlled
for economic development, government
size and economic inequality. We built
our hypotheses on the previous studies to
retest their findings.

2.1. Economic development and
corruption

Extant literature argues that economic
development is an important correlate to
corruption (Seleim and Bontis, 2009; Hus-
ted, 1999), given that economic develop-
ment creates conditions in which officials
would be less tempted to accept briberies
or partake in misconduct (i.e. increases in
wages and education). We therefore ex-
pect that corruption would be more perva-
sive in developing economies (Park, 2003),
hence:

Hypothesis 1a (H1a). The higher the level
of economic development, the lower the
corruption level in the country.

The role of the government is another
variable used to predict corruption levels.
The logic here is that larger government
units are prone to larger bureaucracy that
facilitates misconduct (Husted, 1999). The
unlikelihood of being caught creates in-
centives to misconduct, hence:

Hypothesis 1 b (H1b). The larger the gov-
ernment’s share of GDP, the higher the cor-
ruption level in the country.

When it comes to the effect of economic
inequality on corruption, we follow Husted's
(1999) original logic that corruption tends
to generate and preserve higher inequali-
ties in the distribution of income (Johnston,
1989; Alam, 1995). Even though economic
inequality was not found to be significantly
correlated with corruption levels, we leave
this hypothesis in, hence:
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Hypothesis 1c (H1c). The greater the
economic inequality, the higher the corrup-
tion level in the country.

2.2. Uncertainty avoidance and
corruption

According to Hofstede (1997, p. 113), un-
certainty avoidance is “the extent to which
members of a culture feel threatened by
uncertainty or unknown situations”. In high
uncertainty avoidance cultures, individuals
might feel the need to use informal chan-
nels to reduce uncertainty, especially when
trust in institutions is low. Through bribery,
firms might be able to guarantee contracts
that otherwise would go to the competition.
In this sense, corruption is perceived as a
way of reducing uncertainty (Husted, 1999,
2002; Macrae, 1982; Mohammad and Hus-
ted, 2019), hence:

Hypothesis 2a (H2a). The greater the lev-
el of uncertainty avoidance in a nation, the
higher the level of corruption.

2.3. Power distance and corruption

High power distance represents a high
level of dependence of subordinates on
their superiors (Husted, 1999); these socie-
ties emphasise autocratic and paternalistic
behaviours and are organised in classes
(Bontis and Seleim, 2009). Those charac-
teristics give superiors a sense of entitle-
ment, feeling free to abuse others. On the
contrary, in low power distance societies,
superiors and subordinates see each other
as equal in power which leads to coopera-
tion and respect (Seleim and Bontis, 2009),
hence:

Hypothesis 2 b (H2b). The greater the
level of power distance in a nation, the
higher the level of corruption.

2.4. Future orientation and cor-
ruption

Cultures differ in their perception of time
and the importance of planning. Cultures
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which prefer long-term planning and are
able to delay gratification score highly on
future orientation, while cultures oriented
on immediate gratification are ranked low
on future orientation (Javidan and House,
2001). We follow Seleim and Bontis (2009)
and hypothesise that:

Hypothesis 3 (H3). The lower the level of
future orientation in a nation, the higher the
level of corruption.

3. Methods and data

To test our hypotheses, we collected sec-
ondary archival data and applied statisti-
cal modelling techniques. The data comes
from three sources: (1) the corruption lev-
els were obtained from the Corruption Per-
ception Index reports (Transparency In-
ternational, 2019) published in 1995-2013
and available at https://www.transparency.
org/research/cpi; (2) the culture measures
were obtained from the GLOBE centre
(House, Hanges, Javidan, Dorfman, and
Gupta, 2004) as available at https://globe-
project.com; (3) country-level control vari-
ables were retrieved from the World Bank
dataset available at https://data.worldbank.
org.

3.1. Sample

Data was collected on the level of cor-
ruption across the world in 1995-2013 as
reported in the Corruption Perception In-
dex (Transparency_International, 2019). In
total, there are 2469 year-country obser-
vations. Table 1 shows the sample break-
down by years.

Table 1. Corruption Perception Index countries’
data breakdown by year

Year N % Cum. %
1995 4 1.66 1.66
1996 54 219 3.85
1997 52 21 5.95
1998 85 3.44 9.4
1999 99 4.01 13.41
2000 90 3.65 17.05

2001 91 3.69 20.74
2002 102 413 24.87
2003 133 5.39 30.26
2004 146 5.91 36.17
2005 159 6.44 42.61
2006 163 6.6 49.21
2007 180 7.29 56.5
2008 180 7.29 63.79
2009 180 7.29 71.08
2010 179 7.25 78.33
2011 183 7.4 85.74
2012 176 713 92.87
2013 176 713 100

Total 2,469 100

Source: Own elaboration.

However, when the CPl dataset was
matched with the results of the GLOBE
study (House et al., 2004) and control vari-
ables obtained from the World Bank, we
were left with 1120 complete observations,
which constitute the final sample.

3.2. Variables

The dependent variable in our study is
Corruption which is a reverted CPI score
for a given country in a given year. The
higher the CPI score, the less corrupt the
country is; therefore, to ease the analysis
and interpretation of the result, we reverted
the scale.

The independent variables in our study
are cultural dimensions as defined and
measured in the original GLOBE study
(House et al., 2004). All are measured on
a linear 1-7 scale. The nine dimensions are
as follows: (1) Uncertainty Avoidance is the
extent to which a society relies on social
norms, rules, and procedures to alleviate
the unpredictability of future events; (2)
Assertiveness is the degree to which indi-
viduals are assertive, confrontational, and
aggressive in their relationship with others;
(8) Gender Egalitarianism is the degree to
which a collective minimises gender in-
equality; (4) Performance Orientation is the
degree to which a collective encourages
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group members to improve performance
and strive for excellence and rewards them
for doing so; (5) Humane Orientation is the
degree to which a collective encourages
individuals to be fair, altruistic, generous,
caring, and kind to others and rewards
them for doing so; (6) /In-Group Collectiv-
ism is the degree to which individuals ex-
press pride, loyalty, and cohesiveness in
their organisations or families; (7) Institu-
tional Collectivism is the degree to which
organisational and societal institutional
practices encourage and reward the col-
lective distribution of resources and collec-
tive action; (8) Power Distance is the extent
to which the community accepts and en-
dorses authority, power differences, and
status privileges; (9) Future Orientation is
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the extent to which individuals engage in
future-oriented behaviour such as plan-
ning, investing in the future, and delaying
gratification. All dimensions are measured
as cultural practices (the current state of
culture in the nation) and as cultural values
(the desired state).

The control variables used in our study
are: (1) Gross Domestic Product per capita
(measured in 2011 dollars) which is a proxy
for the economic development of the na-
tion; (2) Government Expenditure (meas-
ured as a percentage of the total GDP);
(8) GINI Economic Inequality Index. Tables
2 and 3 present correlations between the
dependent, control, and cultural variables
(separately for cultural values and cultural
practices).

Table 2. Correlation matrix — culture practices

4. 1. 2. 3. 4, 5. 6. 7. 8. 9. 10. 1. 12.
1. CPI
2. Government Expendi-
ture 0.40
3. GDP per capita 0.82 0.32
4. GINI -0.50 -0.40 -0.51
5. Assertiveness 006 0.21 017 -0.08
6. Institutional Collec-
tivism 0.44 -0.08 035 -0.33 -0.39
In-group Collectivism -0.77 -0.39 -0.69 0.39 -0.01 -0.35
8. Future Orientation 0.68 -0.01 0.57 -030 010 0.52 -0.53
9. Gender Equality 023 040 016 -0.04 0.03 -0.05 -0.30 0.02
10. Humane Orientation  -0.12 -0.31 -0.10 0.05 -0.49 0.40 0.02 0.08 -0.10
1. Performance Oflenta- g5p 017 044 047 047 046 -0.31 068 -0.30 0.09
12. Power Distance -0.39 -0.04 -031 0.06 017 -042 048 -058 -0.22 -0.35 -0.36
13 Uncertainty Avold- 978 047 065 -039 -0.01 051 -070 083 008 003 064 -0.46
Source: Own elaboration.
Table 3. Correlation matrix — culture values
1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 1. 12.
1. CPI
2. Government Expendi-
ture 0.40
3. GDP per capita 0.82 0.32
4. GINI -0.50 -0.40 -0.51
5. Assertiveness -0.06 -0.40 -0.11 0.06
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6. Institutional
Collectivism -0.33 0.09 -0.21 0.29 -0.33
7. In-group Collectivism 0.05 0.10 -0.04 0.09 -0.02 -0.04
8. Future Orientation -0.54 -0.29 -052 050 009 025 0.29
9. Gender Equality 052 044 050 -0.27 -0.34 0.03 014 -0.54
10. Humane Orientation 047 027 046 -0.34 -018 -014 -0.03 -0.28 0.39
11. Performance
Orientation 018 025 012 0.02 -012 024 050 014 029 014
12. Power Distance 0.06 -0.01 0.01 014 0.07 -0.21 -0.01 -0.08 -019 -0.17 -0.26
13. Uncertainty
Avoidance -0.79 -025 -0.73 050 013 033 011 0.63 -059 -041 -012 0.08
Source: Own elaboration.
4. Results

To test our hypotheses, we applied the
fixed effect (generalised least squares)
statistical modelling technique. Fixed ef-
fects models allowed us to control for con-
stant, but unmeasured, differences due to
year-specific factors (e.g., Allison, 2009;
Hansen, 2007; Szymanski, Fitzsimmons,
and Danis, 2019). We built 11 models: (1)
a base model in which we included the
three main control variables, namely GDP

per capita, Government Expenditure, and
GINI coefficient; (1-9) a series of 9 mod-
els, each consisting of the controls and
one cultural dimension variable; (10) a full
model, including the three controls and all
cultural dimension variables. We ran these
models using both cultural values (results
presented in Table 5) and cultural practic-
es (results presented in Table 6).

Table 4. The effect of cultural values on perceived corruption (GLS regression results)

Full

Model 5 Model 6 Model 7 Model 8 Model 9 Model

,ﬁgggl Model 1 Model 2 Model 3 Model 4
GDPper * %k k *kk * %k * ok k * ok ok
capita .24%%% 4.39%%% | 35%*% 1.38%%* 1,30
(0.03) (0.05) (0.04) (0.05) (0.05)
Gov't
Bxpend. 001 -000 -000 001 001
(0.00) (0.01) (0.01) (0.01) (0.0
GINI 0.02%%*% 0.03%** 0.02%** 0.03*** 0.02**
(0.00) (0.01) (0.01) (0.01) (0.0
Assertive-
(0.10)
Instit’l Col-
lect. 0.69***
(0.41)
In-group N
Collect. -0.41
(0.47)
Future Orient. 0.99%**
(0.17)
Gender
Equality

-1.30%** -1.33*** -1.38*** -1.39*** -0.89*** -0.88***

(0.05) (0.05) (0.04) (0.04) (0.05) (0.04)
0.01* 001 0.01** 001 -001 -0.01*
(0.01) (0.01) (0.01) (0.01) (0.00) (0.00)
0.03%%* 0.03%** 0.04*** 0.04*** 001  0.00
©.01)  (0.01) (0.01) (0.01) (0.01) (0.01)
-0.43%*+
(0.08)
0.04
(0.11)
-0.50%*
(047)
0.21***
(0.07)
-0.52%** 0.58%**
(0.15) (0.15)
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Humane
Orient. -0.99%*x -0.97*xx
(0.27) (0.21)
Performance 1.06*** 20.93***
(0.19) (0.19)
Power
Distance -0.79*** -1.04%**
(0.17) (0.14)
Uncertainty 1.74%** 1 87***
Avoid. (0.10)  (0.11)
Fixed Year
Effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
N 694 694 694 694 694 694 694 694 694 694 694
R2 0.70 0.70 0.71 0.70 0.71 0.70 0.70 0.71 0.70 0.79 0.84

Standard errors in parentheses

“p<0.05"p<001""p<0.001

Comment: In all regression models, the dependent variable is Corruption, which is a negative (reversed) CPI
score, so that a positive coefficient means “more corruption,” and a negative coefficient means “less corrup-

tion.”
Source: Own elaboration.

Tahle 5. The effect of cultural practices on perceived corruption (GLS regression results)

Base Full
Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 Model 9 Model
GDP per
capita -1.24™ 140" -1.26" -0.96"" -1.00"" -1.39"" -1.44" 112 -1.28"" -0.96"" -0.75
(0.03) (0.05) (0.04) (0.05) (0.04) (0.05) (0.05) (0.04) (0.04) (0.04) (0.04)
Gov't - .
Expend. 0.01 0.00 -0.01 0.01" -0.02 0.01 0.00 -0.02 0.00 -0.01" -0.02
(0.00) (0.01) (0.01) (0.00) (0.00) (0.01) (0.01) (0.01) (0.01) (0.00) (0.00)
GINI 0.02"* 0.03* 0.01" 0.03* 0.02** 0.03* 0.03" 003" 003" 0.01 0.02"
(0.00) (0.01) (0.01) (0.01) (0.00) (0.01) (0.01) (0.01) (0.01) (0.00) (0.00)
Assertive-
ness 0.68 0.94
(0.16) (0.14)
Instit’l Col-
lect. -1.41 -0.01
(0.13) (0.12)
In-group
Collect. 1.33 0.69
(0.08) (0.08)
Future Orient. 22,027 -0.80"
(0.10) (0.16)
Gender
Equality 0.01 -0.47
(0.16) (0.12)
Humane
Orient. -0.60 0.18
(0.12) (0.10)
Performance -1.98™ -1.28™

(0.12) (0.15)
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Power 1.28™ -0.53™"
Distance (0.13) (0.13)
Uncertainty -1.85" -0.57"
Avoid. 0.07)  (0.14)
Fixed Year

Effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
N 694 694 694 694 694 694 694 694 694 694 694
R? 0.70 0.70 0.74 0.78 0.80 0.69 0.71 0.78 0.73 0.85 0.88

Standard errors in parentheses
“p <0.05"p<0.01""p<0.001

Source: Own elaboration.

Firstly, it should be noted that the direc-
tions and statistical significance of GDP per
capita and government expenditure are as
predicted in Husted'’s (1999) study. The ef-
fect of the GINI coefficient is unstable and
not statistically significant in all models.
Therefore, Hypothesis 1a and Hypothesis
1b were confirmed, while Hypothesis 1c
was not confirmed.

Secondly, in terms of cultural dimensions,
uncertainty avoidance has a positive and
statistically significant effect on the corrup-
tion level in a country, but only when cultural
values are considered; thus Hypothesis 2a
was confirmed. Interestingly, the effect be-
comes negative when cultural practices are
considered. In terms of power distance, the
effect is consistent across both cultural val-
ues and practices, but the effect is negative;
thus Hypothesis 2b was not confirmed.

Thirdly, the analysis of the effect of fu-
ture orientation on the levels of perceived
corruption yielded contradictory results.

When cultural values are considered, the
higher the future orientation, the higher the
levels of corruption; conversely, when cul-
tural practices are considered, the effect
is still statistically significant but becomes
negative.

4.1. Robustness tests

We performed a battery of robustness
tests to ensure the reliability of our findings.
First, we divided our large sample into two
subsamples, ie. 1995-2006 and 2007-
2013. We assumed that the financial crisis
which started in 2007 might have affected
some of our control variables such as GDP
per capita, wealth distribution and/or gov-
ernment expenditures. The direction and
significance levels of all cultural variables
of interest remained unchanged. The sole
exception was the effect of future orien-
tation (cultural practice) in the 2007-2013
sample. Tables 7-10 present the subsam-
ple regression results.

Table 6. The effect of cultural values on perceived corruption (GLS regression results, subsample 1995-2006).

1995-2006
Base  \iodel1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Modeld Ul
Model Model

GDPper * kK *kk *kk *kk * Kk k * Kk k * kK * kK *k Kk *kk * Kk k

Capith 1335 AQEE L44Es 4TI A5G0 14255 AT 146555 148455 0,997 -0.99
(0.04) (006) (0.06) (0.06) (0.06) (0.07) (0.06) (0.06) (0.06) (0.06) (0.06)

Gov't

Bxpend. 00T 000 000 001 001 001 001 007 001 001 -001*
001)  (0.01) (.01 (001 (001 (0.01) (0.01) (01 (001) (0.01) (0.01)

GINI 0.03%* 0.02%* 001 0.03** 002 003*** 0.03*** 0.03*** 0.03*** 000 -0.00
0.01) (001 (001 (0.01) (001) (001) (0.01) (0.01) (0.01) (0.01) (0.01)

M
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Assertive-
n:ssr |Ve _0.46*** _0'43***
(0.13) (0.11)
Instit’l
Collect. 0.85*** 017
ofee (0.15) (0.14)
In-
Collct, 037 085+
(0.22) (0.21)
Fut
Oriem. 1.01%%% 0.44*
(0.21) (0.22)
Gender
Equalit -0.35 0.68***
qualty (0.19) (0.19)
Humane 100%% 0.91%%*
Orient. s -
' (0.35) (0.27)
Perform-
ance -0.99*** -0.95***
(0.25) (0.25)
Power
Dist -0.85%** -0.90***
istance (0.21) (018)
Uncertain- 1.70%** 1.76***
ty Avoid. (0.14)
Fixed Year
Effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
N 426 426 426 426 426 426 426 426 426 426
R2 0.73 0.73 0.75 0.73 0.74 0.73 0.73 0.73 0.73 0.85

Standard errors in parentheses

"p<0.05"p<0.01,"p < 0.001

Source: Own elaboration.

Table 7. The effect of cultural practices on perceived corruption (GLS regression results, subsample 1995-2006)

1995-2006
Base  \iodel1 Model2 Model3 Model4 Model5 Model6 Model7 Model8 Modeld !
Model Model
GDPper * k% * Kk * k %k * k% * %k ok * k% * %k * k% * k% * k% * k%
Capith | 1.33%% LE1EHS 135655 40700 1 05455 L4THEE 1 5E45% 119¥5% 138455 1.01%% 0,83
(004 (0.06) (0.05) (0.06) (005 (0.06) (0.06) (0.06) (0.06) (0.05)
Gov't
Baend,  001°* 000 001 002 -003*** 001 000 -0.03"** 0.00 -0.03%%*
0.01)  (001) (0.01) (0.01) (001 (001) (©.01) (0.01) (0.09) (0.01)
GINI 0.03*%* 0.03%%* 001 002%** 001 0.03%** 0.02** 0.02%* 0.03*** 0.01
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)  (0.01) (0.01)
A ive-
Assertive 1.01%%> 1.23%%%
(019) (018)
Instit'
Collect. 1487+ 016
(0.16) (0.16)
In_group * %k ok * k%
Collect. 1.30 0.68
(0.10) (010)
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Future 9 07%* 1 13%%%
Orient. -2. 4.
I (0.13) (0.20)
Gender
Equality -0.16 -0.58***
0.21) (0.15)
Humane
Orient. -0.83%x* 0.00
(0.15) (0.12)
Perform-
ance -1.84%** -1.28%**
(0.16) (0.18)
Power
Distance 1.30*** -0.66***
(0.16) (0.16)
Uncertain- -1.81***  -0.38*
ty Avoid. (0.09)  (0.16)
Fixed Year
Effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
N 426 426 426 426 426 426 426 426 426 426 426
R2 0.73 0.74 0.77 0.80 0.83 0.72 0.74 0.79 0.76 0.86 0.89

Standard errors in parentheses

*p < 0.05 " p < 0.01, ™ p < 0.001
Source: Own elaboration.

Tahle 8. The effect of cultural values on perceived corruption (GLS regression results, subsample 2007-2013)

2007-2013
Base Full
Model Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 Model 9 Model
GDPper *kk *kk *kk *kk * %k * %k *kk * k% *kk *kk *kk
capita  ~1-20%%* 1.39%*% 1.3706x A 4100x 4,.3300% ,35%%% 1.38%0% A.4100% 1.42%% -0.90*** -0.90
(0.04) (0.07) (0.07) (0.07) (0.08) (0.08) (0.07) (0.07) (0.07) (0.08) (0.07)
Gov't
Expend. 0.02**  0.01 0.01 0.02 0.01 0.02* 0.01 0.02* 0.02* -0.00 -0.01
(0.01)  (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)
GINI 0.02** 0.02** 0.02* 0.03** 0.02* 0.03** 0.02* 0.02** 0.03** 0.01 0.01
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)  (0.01)
Assertive- -0.44%%x -0.46%*+
(0.13) (0.1)
Instit’l 0.49%* 010
Collect. . -0.
(0.17) (0.16)
In-group
Collect. -0.50 -0.44
(0.26) (0.25)
Fut
Orient 0.67** -0.10%+*
(0.26) (0.03)
Gender
Equalit -0.31 0.58*
quatty (0.22) (0.23)
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H
Orient. -0.49 -0.81*
(0.40) (0.32)
Perform- 0.95%%* 0.83%*
ance - B
(0.26) (0.26)
Bﬁgzice -0.85%** -1.16%**
(0.24) (0.21)
Uncertain- 1.55%** 1.84***
ty Avoid. (0.16)  (0.18)
Fixed Year
Effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
N 268 268 268 268 268 268 268 268 268 268 268
R2 0.70 0.72 0.71 0.71 0.71 0.71 0.71 0.72 0.72 0.78 0.84

Standard errors in parentheses
“p <0.05 " p <001, p<0.001

Source: Own elaboration.

Table 9. The effect of cultural practices on perceived corruption (GLS regression results, subsample 2007-2013)

Base
Model

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 Model 9

2007-2013

Full
Model

GDP per

it
capita 0.04)

Gov't

Expend. 0.02**

(0.01)

GINI 0.02%*
(0.01)

Assertive-
ness

Instit’l
Collect.

In-group
Collect.

Future
Orient.

Gender
Equality

Humane
Orient.

Perform-
ance

(0.07)

0.01
(0.01)

0.02**

(0.0)

0.31
(0.23)

(0.07)

-0.00
(0.01)

0.01
(0.01)

1.23%%*
(0.19)

(0.08)  (0.07)
0.02%  -0.01
(0.01)  (0.0)
0.03**  0.02*
(0.01)  (0.01)

116%%

(0.13)
_1 .72***
(0.16)

(0.07)  (0.07) (0.06)

0.01
(0.01)

0.01
(0.01)

-0.01
(0.01)

0.02*
(0.01)

0.02*

©0.01)  (0.01)

0.45
(0.25)

-0.51%*
(0.17)

-2.07***

(0.18)

(0.01)

0.03%** 0.03%**
(0.01)

'1.20*** _1.41*** _1.28*** _0.97*** _1.07*** '1.44*** _1.46*** _1.16*** '1.28*** '1.01*** '0.83***
(0.07)

(0.06)  (0.07)

0.01 0.00

(0.01)

-0.01
(0.01)

0.01
(0.01)

0.02*
(0.01)

0.48*
(0.21)

-0.27
(0.19)

0.46%**
(0.13)

-0.06
(0.27)

-0.16
(0.19)

0.23
(0.15)

_1 .29***
(0.22)
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Power

Distance 1.10%** -0.23
! (0.20) (0.21)
Uncertain- S 74%** .0,93***
ty Avoid. 0.11)  (0.22)
Fixed Year
Effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
N 268 268 268 268 268 268 268 268 268 268 268
R2 0.70 0.71 0.74 0.78 0.79 0.71 0.71 0.80 0.73 0.85 0.87

Standard errors in parentheses
“p <0.05 " p<0.01""p<0.001

Source: Own elaboration.

Second, we applied another estimation
technique to ensure that the results do not
depend on the analytical method. We ap-
plied ordinary least-square (OLS) regres-
sion models (with a categorical observa-
tion-year variable), but the direction and
significance levels of variables of interest
remained stable. Finally, we added more
control variables, such as the Law and Or-
der Index (Gallup, 2018) and Democracy
Index (Kekic, 2007) scores. The directions
of the effects remained stable but the effect
of future orientation (cultural value) became
only marginally significant (atp < 0.1).

4.2. Limitations

This study is by no means free of limita-
tions. First, because of the chosenresearch
design, we were only able to capture cor-
relations, but were not able to establish a
causal relationship between corruption
and culture. Nevertheless, the full models
including culture-related variables had sig-
nificantly greater explanatory power than
the baseline models. Second, because
GINI coefficient data was not available for
numerous countries, our sample size suf-
fered as a result. Had more data points
been available, we would have achieved
a better model fit. Finally, we applied only
one measure of the dependent variable, i.e.
the Corruption Perception Index.

5. Discussion

Our results partially support previous
findings reported by Husted (1999) and
Seleim and Bontis (2009). However, we
observed a negative correlation between
power distance and corruption, while in
Husted's study the effect was positive,
which raises several questions about the
reliability of other studies done using Hof-
stede’s (1997) cultural measures. When
it comes to using GLOBE's (House et al.,
2004) cultural dimensions, we failed to rep-
licate certain findings of Seleim and Bontis
(2009), thus again raising more questions
about the reliability of other studies on the
link between corruption and culture. It must
be stressed that we are not questioning the
previous results, as both studies used dif-
ferent samples, thus exact replication was
not possible. On the other hand, the jux-
taposition of all these findings together is
baffling. What is particularly interesting is
the change of direction of power distance
and future orientation when cultural values
are contrasted with cultural practices. A
similar effect was reported by Gelbrich et
al. (2016) who studied the effect of cultural
discrepancy, i.e. the difference between
values and practices, onthe perceived level
of corruption. While they found that higher
levels of cultural discrepancy are correlat-
ed with higher levels of corruption, they did
not explain why the cultural discrepancy
may exist in the first place. Thompson and
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Shah (2005) offered important insights into
how and why some measures of corruption
(such as the CPI) might distort our percep-
tion of the problem because of the applied
methodology. In particular, CPI is based
on a mix of experts’ assessments (mainly
done by North America/Europe based or-
ganisations) and self-assessment surveys
(particularly early editions of the Index).
The former might be biased because of the
cultural distance between the home coun-
try of the organisation and the assessed
country (in other words, the more distant
the culture is, the more corrupt it seems);
the latter might be biased in terms of self-
assessment. Research has shown that in
some cultures (e.g. Japan and other East
and South-East Asian countries) self-criti-
cism is prevalent, which results in a more
critical view of the self (Heine et al., 2000).
If this is truly the case, self-assessment of
corruption (almost universally seen as a
negative phenomenon) might be heavily
skewed as more self-critical cultures re-
port higher levels of corruption. Gelbrich et
al. (2016) found that cultural discrepancy,
which can also be seen as a manifestation
of self-criticism, was significantly correlat-
ed with high levels of corruption. Perhaps
this correlation stems from the fact that
both constructs have a deeper underlying
foundation of self-criticism, it being an im-
portant element of the moral assumptions
prevalent in the nation. In other words, cor-
ruption might not be the effect of culture,
but perceived corruption and perceived
culture might be correlated.

5.1. Implications for theory

We make a modest, yet important contri-
bution to the existing literature on corrup-
tion and culture. We confirmed the validity
of some of Husted's (1999) findings, includ-
ing the correlation between the wealth of
the nation and its levels of corruption, and
the role of uncertainty avoidance as a pre-
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dictor of corruption levels. However, when
it comes to the other cultural predictor of
corruption, i.e. power distance, we found
an effect directly opposite to what Husted
found. Furthermore, we confirmed Seleim
and Bontis’s (2009) findings but also found
another effect of future orientation as a pre-
dictor of corruption levels. Our mixed find-
ings support Gelbrich et al’s (2016) theo-
ries on the effect of cultural discrepancies
and corruption levels. Furthermore, our
mixed findings raise questions about the
general validity of research on corruption
using the cultural dimensions approach
(Hofstede, 1997; House et al., 2004). The
unreliable results of several studies (i.e.
conflicting findings, lack of significance,
etc.) may suggest that either (1) the analyti-
cal tools measuring culture are unreliable;
or (2) there is no link between corruption
and culture and previous studies merely
found spurious effects. Perhaps the link
is not between corruption and culture and
the levels of cultural practice or values, but
at the basic underlying assumption level
(Schein, 1985).

5.2. Implications for practice
Corruption has been identified as a ma-
jor challenge to economic and social de-
velopment (e.g., Mohammed, 2013; Rose-
Ackerman, 1998; Nwabuzor, 2005). Both
the actual and the perceived corruption
levels are great challenges for entire na-
tions and regions because of their effect
on the cost of doing business (Svensson,
2001; Cuervo-Cazurra, 2006) and are seen
as a deterrent to foreign investment in the
economy (Doh et al.,, 2003; Dreher and
Gassebner, 2013). Therefore, the develop-
ment of an analytical tool that could help
determine the risk of corruption before en-
tering a foreign market would be welcomed
by business practitioners. Results present-
ed by Husted (1999) and Seleim and Bon-
tis (2009) offered some insights into the ef-
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fect of culture on corruption. Unfortunately,
further studies failed to confirm all their re-
sults and, as in the case of this study, found
contradictory results. While not undermin-
ing the previous findings, when combined
with other researchers’ findings this study
shows that while corruption is correlated
with the level of economic development
and government spending, its link to cul-
ture is very difficult to establish. It raises
questions as to whether measures such as
cultural distance (Kogut and Singh, 1988)
are appropriate when transferring anticor-
ruption practices. Instead, multinational
corporations may need to refer to their
managers’ cultural cognition abilities and
ethical leadership skills (Furusawa and
Brewster, 2015; Hrenyk et al., 2016) to navi-
gate the local corrupt environment.

5.3. Future research directions

We see two important ways to continue
this line of research. First, we need to un-
derstand the dichotomy of cultural values
and practices and their effect on corrup-
tion. As previously discussed, we suspect
that there might be a correlation between
the nation’s self-assessment of difference
between cultural values and practices,
and the perceived level of corruption. Both
self-reporting tools might have an under-
lying reason such as a biased social self-
perception. Second, we encourage more
research into these underlying constructs
of cultures, such as — for instance — the role
of religion and other forms of moral foun-
dation.

Conclusions

Corruption, both in its pervasive (i.e. fully
institutionalised and predictable) and arbi-
trary (i.e. uncertain and relatively unorgan-
ised) forms, constitutes a major challenge
for the economic and social development
of nations. There is a clear link between the
level of corruption and nations’ wealth (e.g.

Husted, 1999; Seleim and Bontis, 2009);
eradicating corruption is thus often seen
as the first step towards social progress.
However, despite extensive theoretical and
empirical research, there is little consen-
sus on the cultural causes of corruption.
This study offers a modest, yet important
insight into the relationship between cul-
tural dimensions and levels of corruption.

Our contribution is two-fold. First, we
retested Husted’s (1999) study using new
measures of cultures (House et al., 2004).
We partially confirmed his findings but also
found some inconsistencies which open
new future research avenues. Second, we
expanded on Seleim and Bontis’s (2009)
study on corruption using the same cul-
ture measures but applying the models on
a larger dataset. We partially confirmed
their results but also found a significant
effect of future orientation. We hope these
results will lead to a more detailed analysis
of the link between culture (and culture-re-
lated constructs) and corruption.
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