Lorenzo Pellegrini

Corruption, Development
and the Environment

@ Springer



Contents

1

IRtrodUetion ... 1
1.1 Background ... 1
1.2 Economics Of COMTUPLION ..cccvverreeriereinirrieeseinenre e s esitsesseenesssenee 3
1.2.1 Corruption and the Environment .........ccoccoenmvvnniiinrenennennes 5
1.3 Research Questions and OULIINE .........ccoviivirierisieisireeessresesseeerennes 6
REFEIENCES ....ouviverieirtiiiiteert et e e 10
Economic Analysis of Corruption ...............cccvviriviiicininccnniinncnnnens 13
2.1 INPOAUCHION .ottt s 13
2.2 The Definition of COrTUPLION ......ccevvvrrcerrinieierierreeeeeesseneereneseenens 14
2.3 Corruption and the Private SECtor ..........cccovreevevevvinnreenniivinecneniiiins 19
2.3.1 Perceptions of COITUPLION ......c.cccerererermireererennsreieneeereninnenes 20
2.3.2 Opportunities for Corruption and Anti-corruption
SEFALEGIES ..veoveeeeririirereectrt ettt st e 21
2.3.3 Corruption and Market Failures .........cccooceveveeneevieencnrcneernenenes 23
2.4 The Measurement of COITUPLION .......eeveevvieeriuecreesrenrnnneeeennerneseerones 24
2.5 DISCUSSION oottt ettt et ettt st st b e 25
RETEIENCES ...vevveiiiieiiiniee et es et s e assne e s esesaenenean 26

Causes of Corruption: A Survey of Cross-Country Analyses

and Extended Results ... 29
3.0 IREOAUCHION .ovooovveeesbeeeieseens e seseses s eessssess s s ssseesssas 29
3.2 Theories of Determinants of COMTUPLION ......ccccvviecceenumnrrcenrerinnrnreenens 33

3.2.1 Historical Roots of COrruption ......c..cccceceevennrcrvcnnncnrenenennsinene 34

3.2.2 Contemporary Causes of Corruption .......ccceveiernininnvcccinnnes 35
3.3 Data Sources on COITUPLION ........cccivereciivircnniensinnite s reesseins 37
3.4 Empirical ANALYSIS ......ccccoeevevinirnerireeeeneescseeeres et e 38
3.5 Limits and Interpretation of Econometric Cross-Country

ANALYSIS 1ottt e 45
3.6 Discussion and Conclusions ..........ceerveriinincncnnininc s 47
APPENAIX et s e e s 48
REfEIrENCES ....ooviiiiieiiiicrccctrt e e 49

vii



viii

4

Contents
The Effect of Corruption on Growth and Its Transmission
ChaNNElS .......oooviiieeieteee ettt e et 53
4.1 INTFOQUCTION oottt seesesaneneseras 53
4.2 Cross-Country Growth Regressions .........c.eceevcrerreerrnrnsnnnencsvisennnns 57
4.3 Transmission Channels for COrruption ........c.ccoeereevvermreereeceesnrcneenns 60
4.3.1 The Investment Transmission Channel .........ccccoconeiinnnnnenn 61
4.3.2 The Schooling Transmission Channel ..........ccccoceneieriinnnnenn. 62
4.3.3 The Trade Openness Transmission Channel .........c.ccccoceeneee. 62
4.3.4 The Political Violence Transmission Channel ..............c..c...... 63
4.4 Direct and Indirect Effects of Corruption ............cccoeevvevevvenvenicnreneens 63
4.5 The Long-Term Effect of Corruption on the Transmission
Variables ..ceeeereeieecieniiciiiiiiiiiisnt e 65
4.6 CONCIUSIONS ...covereiiiiiienieniiinrenitett ettt st 67
Appendix 1: Long-Term Income Effects ........cccoonriniininciininncnicnncenn 68
Appendix 2: Robustness Checks .........c.ccccivierrcneecnrniecennennniniinn, 69
APPENiX 3: DA c.vveeieneiececceci e s 72
RETETENCES ..ovviviitiiriieeieiee ettt st e v et ees e ses e s 73
Corruption, Democracy, and Environmental Policy: An
Empirical Contribution to the Debate .................cccccoviniiirnnninnnns 75
5.1 INOAUCHION ..oevieeieerecrieninricereecr ettt eas s 75
5.2 Theoretical Hypotheses and Their Empirical Testing .......c..cccccevennn. 77
5.2.1 Democracy and the Environment ...........ccocoeeeevrvvvrvereencrnnnenne 77
5.2.2 Corruption and the Environment ...........cccoccovninnniniiininnnnns
5.2.3 Institutions and the Environment ........cc.cccecvvrnenicninncccnnen 80
5.3 TREDALA oottt s 82
5.4 Empirical RESUIS ....c.ocorviviriniiciiiiicicrcrciecni e 85
5.4.1 The Case for Interaction Between Democracy and
Income Variables .........ccciieniieennninicnnieniecnccnenns 90
5.5 Implications for the Environmental Kuznets Curve ..........coeeevvuenenns 92
5.6 CONCIUSIONS ...ooveeerreereiireiriercrircrieeetrteeserseseseesesansesesseseseenessnnensensen 94
APPENAIX T oo 95
Appendix 2: Data ....c..cccoviviriiini e 96
References ........cccovnvenee. eeeeteee e eeeeeteesrereete bt st eaats e beesbatessrbeebaeabaeearaenrnts 96
Corruption and Environmental Policies: What Are the
Implications for the Enlarged EU? ..o, 101
6.1 INrOUCLION ....ooviioeereeeerenee et trsrestesae e see e s e e seeeseseessbesessanens 101
6.2 Determinants of Environmental Policy Stringency ..........ccoovnrnvininne. 105
6.2.1 Cross-Country EvIidence ........cccoccevminvciiccinsiinninininccncnnnes 106
6.3 Environmental Policies and Institutions in the EU ............ rerreerenrenenas 111
6.3.1 The Accession Process and Its Review: Focus
ON COITUPLION ....oviiviiiiiriirinecene e ecetisrsss s srens 111
6.3.2 New and Old Member States of the EU: Environmental
Policies and Corruption Levels .......cccccoveeivccinreinnnieinncnn 113



Contents ix

6.4 CONCIUSIONS ...o.eviieieeieiiettiic et r et esrnreseesesan s sabssssssersens 115
APPENdiX: DAta .....cccooirerreiierietcieet et reeie et s st s st st se s es 116
RETEIENCES vvieeeiieeiieeeeteeecee et sbeestee st me b eeseessaesebeesseesssressaseesusessnesns 118

7 The Rule of the Jungle in Pakistan: A Case Study on

Corruption and Forest Management in Swat ............ccccccovvernrvvvennicninenne, 121
7.1 INLOUCLION ...vviuverircinceceeiereereni oo eva s eree e e s e csvensesessranennsens 122
7.2 Institutions and Forest Management ............o.oovvevevcerererncreninnereeneonsnes 124
72,1 Corruption and FOTESIIY ...c.ccovvireveniinenmieeseeseenseevesinsresenreseene 124
7.2.2 Methodological Framework .........cccocvueveiicncreiernneonnuevaseensons 127
7.3 A Profile of Swat, Pakistan ............cccecceevvienns e Cereeesseesseesssraeessessaeresaens 129
7.3.1 Geography and ECology .........ccccorrnrrernesirrcrreeirecreoroeserens 129
7.3.2 History and INStitUtions ..........ceceeeenevvreeeverirenncrinresensrenreesennns 130
7.4 Alternative Forest Management Regimes in Swat ....c..cococvvvenrenencee 132
7.5 Deforestation in Swat, PaKiStan ......ccccccccovvvirirceirireeirireeecssverecrenenns 133
7.5.1 Incentives and Institutions over the Forests of Swat:
. Focus on COrTUPLioN .........c.cceeereeurnrvrirenecesereeseesesssssesesseneas 134
7.6 Strategies for Institutional Change ........c.cococcevvvervireniinecrccreneenresrenes 136
7.6.1 The Reform Process of the Early 2000s .......ccccovevervvvnevnninens 137
7.6.2 Institutional REfOrmMS .........cocovveeevirniriireince e nenne 139
7.6.3  Paths of Change .........ccccoceveeverienerinnricnsisseeseeeesse s s sesseseone 140
7.7 CONCIUSIONS ..viiierenereeeirieeiieicreeteenieeeesertsseste e s sess e s e sesassesssassnses 144
Appendix: Sources of Information in the Study .........ccocovevinecrecnecenreene, 145
REEIEIICES ..vieeiriireieieirecr sttt e e s ses e e e se s e s 145
8 Conclusions and Future Research ..........cccoccoeiiiiveeiieniecccnicnnerennevenene 149
8.1  Main Conclusions ......ccceecuirrirrcerninienn sttt 149
8.2 POLICY CONCIUSIONS ...vvvvvevercvencvereaersressseeeeesesissssesssesssssassssesasssssssenes 151
8.3  Future Research........cccoirieineninienecneceneenissee et eseesresesssnnesnens 153
REFEIENEES ...evvniiei ettt sttt ettt svesas et b sen et e e n e s saneneene 156
AROT INAEX ...ttt sre s a et ee e seesanabe s 157

Subject Index ......cocvverenreinnn i s 159



