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Motivation

Why are we dishonest?

The paper is available: Here

e Civic values matter (honesty, abide by the rules, etc)
e What is their origin? (Guiso et al., 2010)
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The paper is available: Here

e Civic values matter (honesty, abide by the rules, etc)
e What is their origin? (Guiso et al., 2010)

e Historical roots (Guiso et al., 2016; Tabellini, 2008)
e Transient factors (Di Tella et al., 2007; Guriev et al., 2016; Depetris et
al., 2017; etc)

@ The role of leaders’ example (The Atlantic, NYT, Acemoglu et al.,
2014; Tabellini, 2008; Bandura, 1977)

e Does exposure to a corrupt leader (”role model”) makes us
more corrupt?
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Motivation

Does corruption corrupt?

@ This paper:
o Explores causal relationship: a corrupt leader creates dishonest citizens.

e Uses objective measures of local corruption in Mexico (audit reports in
an anti-corruption program) and citizens' dishonesty (cheating in high

school)
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Summary

Main results

e Main Result: Mayor publicly declared corrupt causes an increase
in cheating rates among high school students (no effect in
younger kids). It persists one period and there is no anticipation.
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Summary

Main results

e Main Result: Mayor publicly declared corrupt causes an increase
in cheating rates among high school students (no effect in
younger kids). It persists one period and there is no anticipation.

e Channels: Social learning of norms through role-modelling.

o Effect increases with local-media
o Effect driven by supposedly honest mayors (surprise!)
o Effect on civic-mindedness of adults
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Observed Corruption

@ Anti-corruption program in Mexico: audits a sample of municipalities.
Releases a report with amount of " unauthorized spending”

@ Focus on FISM: objective rules of utilization and specific aim (poor)
(Chong et al, 2014; Larreguy et al., 2017)

@ Sample: 2006-2013. 412 municipalities (out of 2400) in all the states.

Mun "X" is selected to be audited Mun "X" is declared corrupt

\ Mun. "X" is corrupt \ Mun. "X" is audited
[1T2]3Ta[s[e[7[8]ofsofaslsafsl2]3]als5[6l7[8]ofs0]as[s2fs[2]3[als5[6]7]8]0]10[11]12]
2010 2011 2012
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Normalized Google Searches in Mexico related to audit reports by month
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Source: Google Trends
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In the media

s, INFORMADORMX g s
247) . Desarrollo Social recibiero

millones 699 mil 200 peso
Primera » México Internacional Economia Deportes Tecnologia Cultura Entretenimiento ocbservaciones de la ASF s§ diGgen 3
== monto de 93 milones 202 mi pesos, 6l s
determing como de probable recuperacion o
reintegro a la Federacion por las imegularidades
que fueron detectadas en su fiscalizacion.

conomia Mexicana  Indicadores  Finar

Finanzas Empresas

El hallazgo mas cuantioso que hizo el érgano
fiscalizador de la Federacion es que: "El municipio
ejercié 82 millcnes 216 mil pesos de recursos del
fondo en 18 contratos que no benefician a la
TLCAN | Torrorismo | Espafia | Eclipse | Panorama estudiantil | Regreso a clases poblacién que se encuentra en condiciones de

rexago sodul ¥ pobreza extrema”, m‘s ovas
Hallan irregularidades en gasto tapatio contra pobreza . i

) . wraspormmmonossesmvl Pesos que “Rmitd
Ayuntamiento de Guadalajara | Municipios | Auditoria amianko do los cbjeth del fondk

Superior de la Federacién | Pobreza en Jalisco

‘GUADALAJARA, JALISCO (28/FEB/2013).- La
Auditoria Superior de la Federacitn (ASF) encontrd.
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In the media

CORRUPCION

Desvian alcaldias dinero antipobreza

errd el afio buscando fincar i
Naucalpan y Atizapén, por desviar
recursos federales que eran para beneficiar a poblacion en pobreza extrema.

La Auditoria Superior de la

LaASFcit6 a director Jora en la
administracién de Alfonso Petersen, por permiti en 2009 la ejecucion de 34 obras con recursos
del Fondo para I Municipal (FISM),

irregularidades y no beneficiaron a poblacién pobre.
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Observed Cheating

@ "Prueba Enlace”: mandatory, for students in 1st to 3rd of high
schools (12-15).

@ Multiple choice test similar to PISA: relevant, public and extensive
(12 M students in 2013!).
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Observed Cheating

@ "Prueba Enlace”: mandatory, for students in 1st to 3rd of high
schools (12-15).

@ Multiple choice test similar to PISA: relevant, public and extensive
(12 M students in 2013!).

@ Implemented once a year every year (May-June). Includes preventive
cheating control policies (e.g., teachers rotate).

o Post-test algorithm K-test (Holland, 1976, GRE, GMAT; no humans
involved).

@ Unusually similar patterns of wrong answers: good for
student-student cheating.

@ Accusation of cheating is mild (" results may not be trustworthy”)
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Corruption and Cheating

@ Very detailed data-set at the municipality-school-grade-year
@ 412 different municipalities, 21,500 different schools, 8 years
@ Time-space variation of audits

@ Two years lag between corruption and publication
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Empirical Strategy and Results

Differences-in-Differences (generalized: multiple years and treatment):

PropCheat,, = aCorrupt,, + ¢s + pg + vt + Mmt + €sgt

Corrupt: revelation of corruption

Controls: ¢s (School FE), pg (Grade FE), v; (Year FE), Myy (mun.
time-varying controls) + municipality specific-trends, also control for
selected to audit

Cluster: municipality and state (robustness)
4 definitions of corruption: "0", "P5", "P15", "P25"
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Empirical Strategy and Results

Table: Effect of Corruption on Cheating (Secondary Schools)

Base 1) (2) 3) (4) (5)
Corrupt (>0) 407 044  047*%  041*  0.41* 0.38%
(0.17)  (0.17)  (0.18)  (0.18)  (0.17)
[10.7%] [11.7%] [10.1%] [10.1%]  [9.4%]

Released -0.19 -0.18 -0.12 -0.13 -0.23
(0.14)  (0.14)  (0.15)  (0.15)  (0.14)
[4.6%]  [45%] [3.0%] [3.1%]  [5.6%]

Mun. Trend No No No No Yes
Grade FE No No No Yes Yes
Mun. Controls No No Yes Yes Yes
Pol. Controls No Yes Yes Yes Yes
Observations 340,009 340,009 340,009 340,009 340,009
R2 0.21 0.21 0.21 0.22 0.22
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Empirical Strategy and Results

Table: Effect of Corruption on Cheating (Secondary Schools): Robustness

1) (2) (3) (4) (5) (6)
Corrupt (>0) 0.44%% 0.41% 0.41% 0.38% 0.37* 0.46
(0.17) (0.18) (0.18) (0.17) (0.17) (0.25)
[10.7 %] [10.0 %] [10.1 %] [9.4 %] [9.1 %] [11.3 %]
Corrupt (P15) 0.48** 0.43** 0.43** 0.42%* 0.42%* 0.62**
(0.17) (0.17) (0.17) (0.18) (0.17) (0.23)
[11.8 %] [10.6 %] [10.6 %] [10.3 %] [10.3 %] [15.3 %)]
Corrupt (P25) 0.51***  (0.43%** 0.43** 0.44%* 0.45** 0.68***
(0.17) (0.18) (0.18) (0.18) (0.17) (0.26)
[12.6 %] [10.7 %] [10.7 %] [10.8 %] [11.1 %] [16.6 %]
Corrupt (log) 0.23** 0.19%* 0.19%**  0.16%**  0.15%** 0.23%**
(0.05) (0.06) (0.06) (0.06) (0.06) (0.08)
Mun. Trend No No No Yes Yes No
Grade FE No No Yes Yes Yes Yes
Mun. Controls No Yes Yes Yes Yes Yes
Pol. Controls No Yes Yes Yes Yes Yes
School or Mun. FE School School School School Mun. School
Sample Full Full Full Full Full Restricted
Observations 340,009 340,009 340,009 340,009 340,009 110,720
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Empirical Strategy and Results

Table: Effect of Corruption on Cheating (Primary Schools)

Base (1) @ ®) @ ®
Corrupt (>0) 5.21 0.14 0.07 -0.03 -0.02 0.01
(0.10) (0.10) (0.11) (0.11) (0.12)
[2.60%] [1.35%] [0.50%)] [0.48%)] [0.24%)]
Released 0.01 0.07 0.09 0.09 -0.02
(0.09) (0.09) (0.10) (0.10) (0.09)
[0.30%)] [1.40%)] [1.70%)] [1.70%)] [0.40%)]
Mun. Trend No No No No Yes
Grade FE No No No Yes Yes
Mun. Controls No No Yes Yes Yes
Pol. Controls No Yes Yes Yes Yes
Observations 1,584,495 1,572,418 1,572,418 1,572,418 1,572,418
R? 0.19 0.19 0.19 0.19 0.20
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Empirical Strategy and Results

Leads and Lags on Cheating
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Effect on Cheating
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Empirical Strategy and Results

Mechanisms

Observe leaders’ corrupt behavior ‘
9
Obtain new information on norms
about honesty, etc

Update own values ‘

<

Change behavior
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Empirical Strategy and Results

Mechanisms

(1) Citizens have to be exposed to the corruption scandals.

@ This typically happens through media (Larreguy et al, 2020, Ferraz
and Finan, 2011)

@ Places with higher levels of media presence should show larger effects.
Test: local radio stations + radio at home (Census). Continuous
indicator: 0 if no local radio, X if at least 1 radio station. X = % of
HH with radio at home
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Empirical Strategy and Results

Distribution of radio stations
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Empirical Strategy and Results

Heterogeneous effect: media

5
|

Effect on Cheating

0
[

T T T T T
1 2 3 4 5
Effects by quintile

19/28



Empirical Strategy and Results

Mechanisms

(2) Information update: To learn about the new norms, | have to be
exposed to new information. Otherwise, it's not a surprise!

@ Test: Check pre-treatment perception of corruption by state-party.
Does people react the most when the incumbent was perceived as
transparent?

@ Survey data on perception at the state level (2007). A municipality m
in period t is perceived corrupt if the proportion of people viewing the
incumbent party as corrupt in any given period exceeds 50%.
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Empirical Strategy and Results

Table: Heterogeneous Effect of Corruption on Cheating: Media and Perception

) ®) @ ®)
(1) () ®3) (4)
(1) Corrupt 0.12 0.24 0.78%  0.83%F
(0.27) (0.26) (0.33) (0.30)
[3.0%] [5.8%] [19.1%]  [20.5%]
(I1) Corrupt x "High Exposure” 0.65* 0.63*
(0.30) (0.27)
(1) Corrupt x " Perceived Corrupt” [16.1%]  [15.4%]
-0.71 -0.68
(0.38)  (0.35)
[17.4%]  [16.7%]
Mun. Trend No Yes No Yes
Grade FE No Yes No Yes
Mun. Controls No Yes No Yes
Pol. Controls No Yes No Yes
(1)+(n) 0.77* 0.86%*
(0.31) (0.25)
[18.8 %]  [20.9 %]
[OREUD)] 0.07 0.15
(0.26)  (0.23)
[1.7%]  [3.8%]
Observations 340,009 340,009 321,201 321,201
R? 0.21 0.22 0.21 0.23
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Empirical Strategy and Results

Mechanisms: Values of Beliefs

(3) People update their values or beliefs (expectations about others)
e Data: Mexican Family Life Survey (adults)

@ Exploit exogenous difference in timing of audit reports and interviews
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Empirical Strategy and Results

Mechanisms

Valuesmir = aCorruptAfter . + ¢ Corrupt,,,, + OAfter¢
+7t + pm + AXmt + 5Yimt + €imt

o Afters: 1 if month "f" is after February
o CorruptAfterm,:: diff-in-diff parameter, revelation of corruption,
interviewed after February

@ 4 Indexes: "Laws were made to be broken”, " To get ahead in life you
need to cheat”, " Are you trustworthy?”, "Would you return a wallet
(no)”, "How likely is it that you steal electricity from the public lines
(illegally)”
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Empirical Strategy and Results

Table: Effect of Corruption on Values

Dependent Variable Base (1) (2) 3) (4) (5)
Cheat to get ahead 0.21 0.14** 0.20** 0.20** 0.24** 0.25%*
(0.04)  (0.09)  (0.08)  (0.07)  (0.07)
[0340] [0.480] [0.500] [0.580] [0.57 o]
Break rules 0.21 0.18** 0.16** 0.17%*  0.21%%*%  (.22%**
(0.06)  (0.06)  (0.06)  (0.05)  (0.05)
044 0] [0390] [0410] [0510] [0.54 0]
Steal 0.06 0.04 0.13** 0.12%* 0.11%* 0.10*
(0.03)  (0.05)  (0.04)  (0.04)  (0.04)
[017 0] [0550] [0.510] [0.440] [0.44 o]
Not trustworthy 0.05 0.03 0.03 0.03 0.04 0.04*
(003)  (0.03)  (0.02)  (0.03)  (0.02)
[017 0] [0160] [0.170] [0.190] [0.17 0]
Not return wallet 0.22 -0.09 0.05 0.09 0.09 0.09
(0.09)  (0.08)  (0.05)  (0.06)  (0.06)
[02405] [0110] [0220] [0230] [0.220]

Individual Controls No No No Yes Yes
Year FE No No No Yes Yes
Mun. Controls No No Yes Yes Yes
Pol. Controls No Yes Yes Yes Yes
Observations 9,415 9,415 9,415 9,415 9,415
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Empirical Strategy and Results

Alternative Hypothesis

e Competing story (1) Corrupt mayors are connected with school
principals (Brollo et al, 2017). After scandal, collude with teachers to
inflate grade
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Empirical Strategy and Results

Alternative Hypothesis

e Competing story (1) Corrupt mayors are connected with school
principals (Brollo et al, 2017). After scandal, collude with teachers to
inflate grade

@ Rule out: Effect is identical in private and public schools

e Competing story (2) Students learn that punishment for breaking the
law /rules is not so harsh. The expected cost of being caught should
go down.

@ Rule out: Effect does not depend on monitoring costs (eg, big
classrooms versus small classrooms)
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Empirical Strategy and Results

Table: Heterogeneous Effect of Corruption on Cheating: Private Schools, Election
Years and Class Size

(a) (b) (a) (b) (a) (®)
(1) (2) (3) (4) (5) (6)
(1) Corrupt 0.33 0.42 0.38 0.42 0.32 0.46*
(025)  (023)  (0.23)  (0.25)  (0.24)  (0.22)
[8.1%] [10.4%] [9.3%] [10.4%] [7.9%] [11.4 %]
(1) Corrupt X" PrivateSchool" 0.30 0.25
(020)  (0.18)
7.4 %] [6.1 %]
(1) Corrupt x" Election Year" -0.24 -0.12
(0.48) (0.49)
[5.8 %]  [3.0 %]

(V) Corrupt x" ClassSize(log)" 0.08 0.05

(0.15) (0.15)
Mun. Trend No Yes No Yes No Yes
Grade FE No Yes No Yes No Yes
Mun. Controls No Yes No Yes No Yes
Pol. Controls No Yes No Yes No Yes
[OR (] 0.63*% 0.67**

(0.25) (0.24)
[15.4 %]  [16.5 %]
[(OESUD) 014 030
(0.43)  (0.47)
B4% [1.4%]
Observations 340,000 340,000 181,678 181678 323,863 323,863
R2 0.21 0.22 0.24 0.25 0.20 0.22
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Empirical Strategy and Results

Conclusion

@ Leadership matters: regardless of the institutional framework, leaders
can make a difference and induce a change in behaviour.

@ Corruption might be more costly than what we thought: it affects
civic-mindedness

@ Corruption is self-reinforcing!
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Empirical Strategy and Results

Conclusion

Thank You!
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