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ABSTRACT

Grappling with the intricacies of corrupt practices in the post-
positivist age has become an increasingl?/ challenging proposition.
Multiple perspectives, normative as well as positivist, have been
brought to bear on this phenomenon that was once thought to be
straightforward. Socio-legal scholars inspired by the law-and-
economics paradigm have largely adhered to the positivist blueprint
but have been divided between those who regard corruption as
unequivocally inimical to the health of the economy (“sanders”) and
those who view it as a force selectively fueling economic dynamism
(“greasers”). The reform-era Chinese hybrid economy has emerged
as the laboratory where these conflicting ideas vie for scientific
superiority. Some pathbreaking research has been undertaken, mostly
leaning toward the “‘optimistic” side. This Article shows that it has
fallen short of signiflcantl?: enhancing that functionally sanguine
position and that the weight of evidence continues to support the
stance espoused by “negatively” inclined scholars.

I. INTRODUCTION

Corruption in its various forms, broadly defined by Transparency
International as the “abuse of entrusted power for private gain,”! has deep
historical roots and persistently manifests itself across the globe.? Its
incidence has been amply documented, albeit not necessarily precisely, since
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the First Dynasty of ancient Egypt (3100-2700 BC), where it was firmly
entrenched throughout the institutional domain, and especially in the
judiciary.® Historical accounts of corrupt practices also highlight their
widespread presence in ancient China, ancient Greece, ancient Rome, the
Assyrian Empire, the Ottoman Empire, and Middle Ages Europe.* In the
modern period, particularly in its late phase, corrusption has been accorded
considerable and increasingly systematic attention.

The continuity of corruption over time should not be overstated, but it
should not be understated either. Corrupt practices are not detached from the
economic, political, and social environments that have significantly evolved
over the millennia. These practices have thus not been immune to the forces
of change.® At the same time, corruption in its various shapes has displayed
a remarkable resilience, with reconfigurations retaining its core
characteristics.” The distinction between “old corruption” and its “new”
variant has consequently become rather blurred and has lost much of its
practical and theoretical relevance, even if invoking it in specific historical
contexts may be illuminating and may serve a useful purpose.®

Whether old or new, or a mixture of the two, corrupt practices endure in
every corner of the world despite efforts, genuine or otherwise, to curb and
even eradicate them.” Indeed, while measuring corruption is an elusive task,
with key metrics as a result indirectly focused on perceptions of the
phenomenon, there is tentative evidence to indicate that corrupt practices
across the globe remain at elevated levels and may in fact be on the rise.'”
The degree of corruption is not uniform throughout the world. But it is

3 See BRIOSCHI, supra note 2; Biswas & Tortajada, supra note 2; Parlato, supra note 2.

4 See BRIOSCHI, supra note 2; Biswas & Tortajada, supra note 2; Parlato, supra note 2.

5 See LAURENCE COCKCROFT, GLOBAL CORRUPTION: MONEY, POWER, AND ETHICS IN THE MODERN
WORLD (2014); CORRUPTION, EMPIRE AND COLONIALISM IN THE MODERN ERA: A GLOBAL PERSPECTIVE
(Ronald Kroeze, Pol Dalmau & Frédéric Monier eds., 2021); Rayhan Chouglay, Modern-Day Corruption:
A Primer, GLOB. RISK INSIGHTS (May 16, 2016), https://globalriskinsights.com/2016/05/primer-on-
modern-corruption/ [https://perma.cc/3VVA-SMPS5]; Vito Tanzi, Corruption Around the World: Causes,
Consequences, Scope, and Cures (IMF, Working Paper No. 63, 1998), https://www.imf.org/external/pubs/
ft/wp/wp9863.pdf.

6 See CORRUPTION, EMPIRE AND COLONIALISM IN THE MODERN ERA, supra note 5; Paula Baker,
Mary Berry, Daniel Czitrom, Barbara Hahn, James Kloppenberg, Naomi Lamoreaux & David Witwer,
Interchange: Corruption Has a History, 105 J. AM. HIST. 912, 912 (2019); Christine Perkins, 4 History
of Corruption in the United States, HARV. L. TODAY (Sept. 23, 2020), https://hls.harvard.edu/today/a-
history-of-corruption-in-the-united-states/ [https://perma.cc/X8WB-T8UP]; Luca J. Uberti, Corruption
and Growth: Historical Evidence, 1790-2010, 50 J. COMPAR. ECON. 321 (2022).

7 See Mark Knights, ‘Old Corruption’ Revived? Lessons from the Past, HIST. & POL’Y (June 30,
2021), https://www.historyandpolicy.org/policy-papers/papers/old-corruption-revived-lessons-from-the-
past [https://perma.cc/J63E-THP9] [hereinafter Knights, ‘Old Corruption’ Revived?]; Mark Knights, Old
Corruption: What British History Can Tell Us About Corruption Today (2016), http://www.transparency.
org.uk/sites/default/files/pdf/publications/Old-Corruption-Web-Mark-Knights-Case-Study_0.pdf
[hereinafter Knights, British History].

8 See Knights, ‘Old Corruption’ Revived?, supra note 7; Knights, British History, supra note 7.

9 See Tanzi, supra note 5; Moisés Naim, The Corruption Eruption, 2 BROWN J. WORLD AFFS. 245
(1995); Ajit Joy, Global Corruption and International Efforts in the Fight Against Corruption, UN. Off.
on Drugs & Crime https://www.unodc.org/documents/southeastasiaandpacific/2009/11/youth-con
ference/Global_Corruption.pdf (last visited May 31, 2022); Foreign Bribery Rages Across the Globe,
TRANSPARENCY INT’L (Oct. 13, 2020), https:/www.transparency.org/en/news/foreign-bribery-rages-
across-the-globe; CORALIE PRING, TRANSPARENCY INT’L, PEOPLE AND CORRUPTION: CITIZENS’ VOICES
FROM AROUND THE WORLD—GLOBAL CORRUPTION BAROMETER (2017), https://images.transparency
cdn.org/images/GCB_Citizens voices FINAL.pdf; Combating Corruption, WORLD BANK, https://www.
worldbank.org/en/topic/governance/brief/anti-corruption (last visited Oct. 19, 2021).

10 See Tanzi, supra note 5; Ted Piccone, The Rule of Law Is Under Duress Everywhere, BROOKINGS
(Mar. 17, 2020), https://www.brookings.edu/blog/order-from-chaos/2020/03/17/the-rule-of-law-is-
under-duress-everywhere/ [https://perma.cc/G6SE-VH7F].
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noteworthy that democracy and the rule of law may suppress the motivation
and opportunities to engage in corrupt practices, despite not eliminating them
altogether."!

The deep-seated nature, incidence, prevalence, and ramifications of
corruption are a source of serious ethical concerns.'? The general view of
moral philosophers and morally inspired commentators is that corrupt
practices are morally objectionable.!* There are said to be some exceptions
to the norm, however. Chris Morgan, for instance, employs Kantian logic to
draw a distinction between intent and consequences of acts carried out by
people individually or collectively.'* This distinction leads to the conclusion
that, in certain circumstances, corruption may be ethically permissible.'> As
Morgan elaborates, this may be due “in large part to the actions taken, which
may arise under a duty and not an inclination toward a self-gratifying or
advantageous outcome.”!®

By the same token, James Dugan, Adam Waytz, and Liane Young argue
that there may often not be a single overarching ethical principle to govern
behavior, compelling people to resort to trade-offs between competing
ethical imperatives.!” A common choice confronted by individuals is thus
between loyalty to their own group and being fair and impartial.'® This
difficult predicament, in turn, represents a frequently encountered and
fundamental tension between group-based values, such as loyalty to one’s
social network, and those values that transcend group boundaries and are
assumed to be held universally, such as fairness and impartiality.'

1 See Yan Sun & Michael Johnston, Does Democracy Check Corruption? Insights from China and
India, 42 COMPAR. POL. 1 (2009); Andreas Assiotis & Kevin Sylvester, Do the Effects of Corruption upon
Growth Differ Between Democracies and Autocracies? 18 REV. DEV. ECON. 581 (2014); Ina Kubbe &
Annika Engelbert, Corruption and the Impact of Democracy, 70 CRIME L. & SOC. CHANGE 175 (2018);
Jose Ignacio Hernandez, The Limits of the Rule of Law to Address Systematic Corruption, CORRUPTION,
JUST. & LEGITIMACY PROGRAM: CORRUPTION IN FRAGILE STATES BLOG (NOV. 4. 2021),
https://www.corruptionjusticeandlegitimacy.org/post/the-limits-of-the-rule-of-law-to-address-systemic-
corruption [https://perma.cc/64T2-HJYE]; Ivar Kolstad & Ame Wiig, Does Democracy Reduce
Corruption?, 23 DEMOCRATIZATION (2016); Coralie Pring & John Vrushi, Tackling the Crisis of
Democracy, Promoting Rule of Law and Fighting Corruption, TRANSPARENCY INT’L (Jan. 29, 2019),
https://www.transparency.org/en/news/tackling-crisis-of-democracy-promoting-rule-of-law-and-
fighting-corruption [https://perma.cc/3FY5-LYQX]; Shrabani Saha & Neil Campbell, Studies of the
Effect of Democracy on Corruption, in 36TH AUSTRALIAN CONF. ECONOMISTS (Sept. 2007),
https://esacentral.org.au/images/Saha.pdf.

12 See Leo V. Ryan, Combating Corruption: The 21* Century Ethical Challenge, 10 BUS. ETHICS Q.
331 (2000); Hartmut Kreikebaum, Corruption as a Moral Issue, 4 SOC. RES. J. 82 (2008); Chinenye Leo
Ochulor & Edet Patrick Bassey, Analysis of Corruption from the Ethical and Moral Perspectives, 44 EUR.
J. ScI. RSCH. 466 (2010); James Dungan, Adam Waytz & Liane Young, Corruption in the Context of
Moral Tradeoffs, 26 J. INTERDISC. ECON. 97 (2014); Peter Graeff, Ethics and Corruption: An Introduction
to the Special Issue, 17 GERMAN L.J. 1 (2016); Kanti Pertiwi, Contextualizing Corruption: A Cross-
Disciplinary Approach to Studying Corruption in Organizations, 8 ADMIN. SCIS. 1 (2018); Chris Morgan,
ARK. J. SoC. CHANGE & PUB. SERvV. (Oct. 9, 2013), Is Corruption Ever Ethically Permissible?
https://ualr.edu/socialchange/2013/10/09/is-corruption-ever-ethically-permissible/
[https://perma.cc/9KWU-4A54].

13 See Ryan, supra note 12; Kreikebaum, supra note 12; Ochulor & Bassey, supra note 12; Dungan
et al., supra note 12; Graeff, supra note 12; Pertiwi, supra note 12; Morgan, supra note 12.

% See Morgan, supra note 12.

15 See id.

.

17 See Dungan et al., supra note 12.

18 See id.

9 See id.
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A further distinction, highlighted by social psychologists exploring the
moral underpinnings of human behavior, is between mindfulness and
mindlessness.?’ The former is a mental state characterized by “being careful,
critical, purposeful, attentive and vigilant, akin to the condition required in
being rational or using reason.”?! In other words, “the individual has intent,
is putting in effort, and [is] able to control the process.”*? Mindlessness, bzy
contrast, features “a non-conscious processing of repetitive behavior,”?
associated with “a failure to see, to take note of, [and] to be attentive to what
is going on.”?* The latter does not justify corru;)t practices as such but is
believed to make them ethically more palatable.?

These types of somewhat unconventional propositions may also
periodically surface in the legal arena.’® Notably, echoing the ideas floated
by a prominent bioethicist, Charles Mak has by no means controversially
asserted that, to determine whether the violation of the provisions of a law is
legitimate, it is necessary to carefully assess the substantive content of that
law and its implications.?” Specifically, he has claimed that since bribery is
an instrument used to influence a person to breach their institutional
obligations, it may be deemed an appropriate act if these obligations are
morally dubious and a constituent of a morally flawed institutional
machinery.?®

Mild ambivalence about the nature and ramifications of corruption may
be found in the social realm as well.? The corrosive effects of corrupt
practices on the social fabric are widely acknowledged.*® Among other
things, they are thought to aggravate inequality and poverty and undermine
the credibility of public institutions and the community’s social resilience.’!
Sociologists do not question these well-established facts or try to cast a
favorable light on corruption, but they offer explanatory perspectives that

20 See Pertiwi, supra note 12, at 7-8.
iumm

274,

5 See id. at 8.

% See, e.g., Charles Mak, Is Bribing Public Officials Ever Justified?, LEGAL CHEEK (Mar. 23, 2017,
10:43 AM), https://www.legalcheek.com/lc-journal-posts/is-bribing-public-officials-ever-justified/ [https
://perma.cc/X9XJ-DR8A].

21 See id.

2 See id.

2 See Pertiwi, supra note 12, at 8-13.

30 See NIcK KOCHAN & ROBIN GOODYEAR, CORRUPTION: THE NEW CORPORATE CHALLENGE
(2011); Yelena Popova & Nataly Podolyakina, Pervasive Impact of Corruption on Social System and
Economic Growth, 110 PROCEDIA SOC. & BEHAV. ScCIS. 727 (2014).

81 See Mitchell A. Seligson, The Impact of Corruption on Regime Legitimacy: A Comparative Study
of Four Latin American Countries, 64 J. POL. 408 (2002); Stephen D. Morris & Joseph L. Klesner,
Corruption and Trust: Theoretical Considerations and Evidence from Mexico, 43 COMPAR. POL. STUD.
1258 (2010); Bianca Clausen, Aaart Kraay & Zsolt Nyiri, Corruption and Confidence in Public
Institutions: Evidence from a Global Survey, 25 WORLD BANK ECON. REV. 212 (2011); James Lewis,
Social Impacts of Corruption Upon Community Resilience and Poverty, 9 JAMBA — J. DISASTER RISK
STUD. 391 (2017); U.K. DEP’T FOR INT’L DEV., WHY CORRUPTION MATTERS: UNDERSTANDING CAUSES,
EFFECTS AND HOW TO ADDRESS THEM (2015), https://assets.publishing.service.gov.uk/
government/uploads/system/uploads/attachment data/file/406346/corruption-evidence-paper-why-
corruption-matters.pdf; Marie Chéne, The Impact of Corruption on Growth and Inequality,
TRANSPARENCY INT’L (Mar. 15, 2014) https://www.transparency.org/files/content/corruptionqas/Impact
_of corruption_on_growth_and inequality 2014.pdf;, World Bank, The Economic and Social
Consequences of Corruption in Transition Economies, in ANTICORRUPTION IN TRANSITION: A
CONTRIBUTION TO THE POLICY DEBATE (2000), https://web.worldbank.org/archive/website00993/WEB/
PDF/CHAPTER2.PDF.
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include the prospect of extenuating circumstances that should E)ossibly not
be overlooked when gauging the severity of corrupt practices.* Rationalist
models portraying corruption as the product of deliberate action geared
toward maximizing private gain must be abandoned to arrive at this
conclusion.* Instead, corrupt practices need to be conceptualized as the
outcome of the social construction of reality shaped by exogenously
determined socialization processes over which actors in the social arena lack
meaningful control.>* Psychological forces operating through cognitive,
physiological, and social channels further complicate the picture.®

This line of reasoning paves the way for a distinction between atomistic
and embedded human behavior.’* When embracing the former as an
analytical benchmark, researchers inevitably decouple social actors from the
collective milieu in which they are embedded as this milieu is a rich source
of impulses that impinge on decisions in general and on those that may
culminate in acts of social deviance or corruption in particular.’” This is not
tantamount to whitewashing corruption but to placing it in its seemingly
proper social context.*® Social anthropologists examine those issues in a
similar vein, albeit from a somewhat different theoretical and
methodological angle.* Notably, they eschew objective and universal
conceptions of corrupt practices and situate them in specific cultural,
historical, geographical, physical, political, and social settings.*’ This
extends to ethics and the law based on the premise that there are multiple
notions of morality and that the law is not independent of political power.*!
The upshot is that a judgmental approach to corruption is jettisoned in order
to gain—from a dynamic rather than static viewpoint—a deep insight into
the intricacies of this complex phenomenon.*

The economic space is not devoid of such ambiguities, although again,
the body of opinion and supporting empirical evidence weighs heavily in
favor of regarding corrupt practices as being abhorrent and profoundly
disruptive.*® With few exceptions,* economists are generally not overly
concerned with cultural and moral relativism and the impact of psychological
and social factors on human behavior. When dissecting corruption, their

32 See Pertiwi, supra note 12, at 4-10.

38 See id.

% See id. at 4-7.

%5 See id.

% See id. at 8-9.

37 See id.

38 See id.

% See id. at 10-13.

0 See id.

4 See id. at 11.

*2 See id. at 11-12.

43 See Tanzi, supra note 5; Chéne, supra note 31; World Bank, The Economic and Social
Consequences of Corruption in Transition Economies, supra note 31; lan Senior, An Economic View of
Corruption, 9 J. INTERDISC. ECON. 145 (1998); Paolo Mauro, Why Worry About Corruption?, IMF (Feb.
1997), https://www.imf.org/external/pubs/ft/issues6/ [; Mahmoud Moustafa, The Effects of Corruption on
Economic Development, AL TAMIMI & Co. (Mar. 2013), https://www.tamimi.com/law-update-
articles/the-effects-of-corruption-on-economic-development/; Kate Whiting, 4 Myths About Corruption,
WORLD ECON. F. (Dec. 9, 2020), https://www.weforum.org/agenda/2020/12/corruption-myths-anti-
corruption-day-un/ [https://perma.cc/QE25-PTGY].

44 See generally DANIEL HAUSMAN, MICHAEL MCPHERSON & DEBRA SATZ, ECONOMIC ANALYSIS,
MORAL PHILOSOPHY AND PUBLIC POLICY (3d ed. 2016); PHILIP CORR & ANKE PLAGNOL, BEHAVIORAL
EcoNoMICS: THE BASICS (2019); CHRISTIANE HELLMANZIK, CULTURAL ECONOMICS (2021).
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primary focus of economists is on corruption’s implications for
macroeconomic and microeconomic performance or, ultimately, economic
development. As indicated, economists lean decisively toward the negative
side of the picture, without discarding altogether the idea that manifestations
of “goagl” corrupt practices are not completely absent from the economic
sphere.

The notion that corruption does not invariably hamper economic
development, and at times may even facilitate it, has ebbed and flowed over
the past six decades.*® No other experience has sustained the flows as much
as that of reform-era China, particularly as reflected in the seminal work of
Andrew Wedeman*’ and Yuen Yuen Ang.* The aim of this Article is to assess
whether that experience, as interpreted by those two scholars, materially tips
the scales in one direction or another with respect to the analytically
anchored views pertaining to the relationship between corrupt practices and
economic development. The following sections address the generally
negative and positive dimensions of that relationship, the insights produced
in the Chinese context prior to the publication of Wedeman’s and Ang’s
sweeping surveys, the two researchers’ notable contributions, and the broad
impact of their valuable findings. The Article concludes with brief
observations that recapture the essence of the preceding sections.

II. SANDERS’ PERSPECTIVE

As noted, scholarly opinion in the economic domain regarding
corruption is divided, albeit unevenly, between those who are unfavorably
disposed toward this phenomenon, normally in an unqualified fashion, and
those who appreciate its practical merits and the role it plays as a “necessary
evil,” although conditionally so. Members of the former group are known as
“sanders,” and members of the latter group are known as “greasers.”® The
sanders believe that corrupt practices are an impediment to economic
development (that is, put sand in the wheels of the economic engine), while

45 See Jamie Bologna Pavlik, Corruption: The Good, the Bad, and the Uncertain, 22 REV. DEV.
EcoN. 311 (2018); Seth Kaplan, Is Corruption Always Bad?, GLOB. DASHBOARD (Mar. 9, 2012),
https://www.globaldashboard.org/2012/03/09/is-corruption-one-word-or-many/
[https://perma.cc/VNIW-6VMY |; Chris Matthews, When Corruption Is Good for the Economy, FORTUNE
(Aug. 7,2014, 10:53 AM), https://fortune.com/2014/08/07/corruption-economic-benefits/ [https://perma.
cc/ME4J-WERN]; Pablo H., When Is Corruption Good?, WORLD BANK BLOGS: PRIV. SECTOR DEV.
BLOG (Apr. 19, 2006), https://blogs.worldbank.org/psd/when-is-corruption-good [https://perma.cc/F5V
G-ZKXS].

46 See Pertiwi, supra note 12; Chiam Chooi Chea, Empirical Studies: Corruption and Economic
Growth, 5 AM. J. ECON. 183 (2015); Roberto Burguet, Juan-Jose Ganuza & Jose G. Montalvo, The
Microeconomics of Corruption: Review of Thirty Years of Research (Barcelona Graduate Sch. Econ.,
Working Paper No. 908, 2016), https://www.iae.csic.es/investigatorsMaterial/al6209105703sp27669.
pdf; Nauro F. Campos, Ralitza Dimova & Ahmad Saleh, Whither Corruption? A Quantitative Survey of
the Literature on Corruption and Growth (Inst. for the Study of Lab. In Bonn, Discussion Paper No. 5334,
2010), https:// https://docs.iza.org/dp5334.pdf, ALINA MUNGIU-PIPPIDI & TILL HARTMANN, Corruption
and Development: A Reappraisal, in OXFORD RESEARCH ENCYCLOPEDIA OF ECONOMICS AND FINANCE
(2019),  https://www.againstcorruption.eu/wp-content/uploads/2020/03/Corruption-and-Development.
pdf.

47 See generally ANDREW H. WEDEMAN, DOUBLE PARADOX: RAPID GROWTH AND RISING
CORRUPTION IN CHINA (2012).

48 See generally YUEN YUEN ANG, CHINA’S GILDED CAGE: THE PARADOX OF ECONOMIC BOOM AND
VAST CORRUPTION (2020).

49 See Toke S. Aidt, Corruption, Institutions, and Economic Development, 25 OXFORD REV. ECON.
PoL’Y 271 (2009); Basem Elmukhtar Ertimi & Mohamed Ali Saeh, The Impact of Corruption on Some
Aspects of Economic Development, 8 INT’L J. ECON. & FIN. 8 (2013).



Mushkat Book Proof (Do Not Delete) 12/20/22 3:57 PM

2022] The Linkage Between Corruption and Economic Development in China 79

the greasers think that corrupt practices selectively promote economic
development (that is, grease the wheels of the economic engine).”® Their
exchanges poignantly juxtapose the “sand in the wheels hypothesis” with its
“grease the wheels” counterpart.®!

Both sanders and greasers are methodologically conscious and go to
considerable lengths to furnish empirical support for their propositions. On
the whole, however, sanders are more firmly wedded to strict methodological
precepts and more quantitatively oriented than greasers. This renders the
pursuit of sanders’ research agenda rather challenging because measuring
corruption is a complex undertaking primarily due to the fact that most tools
available for this purpose—for example, perceptions of corrupt practices and
a host of proxy indicators such as the picture painted by public expenditure
tracking surveys (“PETS”) showing how funds from the public purse are
allocated or misallocated and statistics reflecting which companies obtain or
do not obtain public sector contracts—are essentially indirect in nature since
corruption is difficult to observe directly.>

Given the multiplicity of measures and sources from which the data are
derived, the aggregation of statistics to generate a single figure poses a
particularly thorny issue in this realm, compounded by the paucity of
techniques to compellingly demonstrate the existence of a causal linkage
between corrupt practices and economic development (this applies to their
other impacts, too) as distinct from a merely associational relationship.™
That said, such problems are not insurmountable, and steady progress is
being made in addressing them, with big data-related developments proving
especially useful in this respect.’* Moreover, those challenges are not
confined to sanders’ territory; such challenges are shared by
methodologically disciplined greasers. And where the latter opt for a

%0 See Aidt, supra note 49; Ertimi & Saeh, supra note 49.

51 See Aidt, supra note 49; Ertimi & Saeh, supra note 49.

52 See UK. DEP’T FOR INT’L DEV., supra note 31; Miriam A. Golden & Lucio Picci, Proposal for a
New Measure of Corruption, Illustrated with Italian Data, 17 ECON. & POL. 37 (2005); ARTHUR
SHACKLOCK, FREDRIK GALTUNG & CHARLES SAMPFORD, MEASURING CORRUPTION (2006); Stephen
Knack, Measuring Corruption: A Critique of Indicators in Eastern Europe and Central Asia, 27 J. PUB.
PoL’Y 255 (2007); Alina Mungiu-Pippidi & Mihaly Fazekas, How fo Define and Measure Corruption, in
A RESEARCH AGENDA FOR STUDIES OF CORRUPTION, 7-26 (Alina Mungpiu-Pippidi & Paul M. Heywood
eds., 2020); Jose-Miguel Bello y Villarino, Measuring Corruption: A Critical Analysis of the Existing
Data Sets and their Suitability for Diachronic Transnational Research, 157 SOC. INDICATORS RSCH. 709
(2021); Sandile Hlatshwayo, Anne Oeking, Manuk Ghazanchyan, David Corvino, Ananya Shukla &
Lamin Y. Leigh, The Measurement and Macro-Relevance of Corruption: A Big Data Approach (IMF,
Working Paper No. 195, 2018), https://www.imf.org/en/Publications/WP/Issues/2018/08/31/The-
Measurement-and-Macro-Relevance-of-Corruption-A-Big-Data-Approach-46157; Dan Hough, Theres
More to Measuring Corruption than Transparency International’s Annual Index, Just Released, W ASH.
PoST (Jan. 26, 2017 3:00 PM), https://www.washingtonpost.com/news/monkey-cage/wp/2017/01/26/
theres-more-to-measuring-corruption-than-transparency-internationals-annual-index-just-released/
[https://perma.cc/AHR6-KHTB]; Daniel Kaufmann, Aaart Kray & Massimo Mastruzi, Measuring
Corruption: Myths and Realities (Dec. 2006), http://www]1.worldbank.org/publicsector/anticorrupt/
corecourse2007/Myths.pdf; Ritva Reinikka & Jakob Svensson, Measuring and Understanding
Corruption at the Micro Level (Jan. 2002), http://www1.worldbank.org/publicsector/anticorrupt/corrupt
ionBielefledl].pdf.

53 See U.K. DEP’T FOR INT’L DEV., supra note 31; Golden & Picci, supra note 52; SHACKLOCK ET
AL., supra note 52; Knack, supra note 52; Mungiu-Pippidi & Fazekas, supra note 52; Bello y. Villarino,
supra note 52; Hlatshwayo et al., supra note 52; Hough, supra note 52; Kaufmann et al., supra note 52;
Reinikka & Svensson, supra note 52.

54 See Hough, supra note 52; Hlatshwayo et al., supra note 52; Kaufmann et al., supra note 52.
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predominantly informal scrutiny, they arguably cannot readily escape
questions regarding the validity and reliability of their scientific claims.

For analytical and technical reasons, for convenience’s sake, and with
the aim of communicating theoretical models’ characteristics
parsimoniously, both sanders and greasers—especially the former—tend to
distinguish between the microeconomic and macroeconomic consequences
of corruption. The focus on the microeconomic side is principally on the
effects of corrupt practices on the individual supply of productive effort and
the performance of firms, coupled with the implications that these practices
may have for their stakeholders, above all consumer, customer, or service
recipients.> Sanders have generated substantial evidence highlighting the
distortions and inefficiencies engendered by corruption at that level.>

Kevin Murphy, Andrei Shleifer, and Robert Vishny have thus explored
the individual supply of productive effort, or the allocation of talent, in
circumstances where the prevalence of corruption renders it practical to
choose between rent-seeking activities (occurring when an individual or an
entity endeavors to increase their own wealth without producing any benefits
for society)”’ and productive employment.® If the gains realized via the
former exceed those secured through the latter, the productive sector is
deprived of crucial talent, an outcome ineluctably detrimental to economic
growth.*® A broadly similar conclusion has been drawn by Jacob Svensson
while examining corrupt practices from a wider angle.®

Svensson has also precisely illustrated the financial burden that
corruption imposes on firms.%! Specifically, in his survey-based cross-
sectional analysis, he has shown, among other things, that in Uganda corrupt
practices amount to eighty-eight dollars per worker, or 8% of firms’ total
costs.®? While the exact figures vary from one geographical environment to
another, they are generally consistent with the overall pattern reported by
sanders who have systematically explored this phenomenon elsewhere,
including countries such as Indonesia,> Mozambique,** and South Africa,
both at the national and subnational (region and city) level.*®

Besides imposing the equivalent of an additional tax on firms, corruption
is said by sanders to leave firms with little choice but to adopt suboptimal

%5 See U.K. DEP’T FOR INT’L DEV., supra note 31, at 42-45; Aidt, supra note 49, at 275-76; see also
Reinikka & Svensson, supra note 52; Burguet et al., supra note 46; Flavio M. Menezes, The
Microeconomics of Corruption: The Classical Approach, in CORRUPTION AND ANTICORRUPTION 119
(Peter Larmour & Nick Wolanin eds., 2001).

%6 See U.K. DEP’T FOR INT’L DEV., supra note 31; Aidt, supra note 49; Reinikka & Svensson, supra
note 52; Burguet et al., supra note 46; Menezes, supra note 55.

57 See Gordon Tullock, The Welfare Costs of Tariffs, Monopolies and Theft, 5 W. ECON. J. 224 (1967);
Anne O. Krueger, The Political Economy of the Rent-Seeking Society, 64 AM. ECON. REV. 291 (1974).

%8 See Kevin M. Murphy, Andrei Shieifer & Robert W. Vishny, The Allocation of Talent: Implications
for Growth, 106 Q. J. ECON. 503 (1991).

%9 See id.

60 See Jakob Svensson, Eight Questions About Corruption, 19 J. ECON. PERSPS. 19 (2005).

61 See Jakob Svensson, Who Must Pay Bribes and How Much? Evidence from a Cross-Section of
Firms, 118 Q. J. ECON. 207 (2003).

82 See id. at 218.

8 See Benjanin Olken & Patrick Barron, The Simple Economics of Extortion: Evidence from
Trucking in Aceh, 117 J. POL. ECON. 417 (2009).

64 See Sandra Sequeira & Simeon Djankov, An Empirical Study of Corruption in Ports (Munich Pers.
RePEc Archive, Paper No. 21791, 2010), https://mpra.ub.uni-muenchen.de/21791/1/MPRA_paper 21
791.pdf.

b See id.; Olken & Barron, supra note 63.
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production strategies.® In the particular case of Uganda, Raymond Fisman
and Jakob Svensson have noted that firm growth may be constrained by more
than twice as much as with comparable taxes (3.3% versus 1.5%).%” Again,
this is not an isolated example. Roughly the same adverse dynamics have
been observed, inter alia, in neighboring countries such as Ghana, Kenya,
and Tanzania.®® Inevitably, coupled with the financial burden, these
dynamlcs tend to depress firms’ long-term investment and, as a result, their
growth.%’

Individual firms do not operate in an institutional vacuum. They
normally are part of an industry or sector whose units exhibit common
behavioral traits. The corollary is that the organizational pathologies outlined
above may manifest themselves across an entire industry or sector. Sanders
have produced considerable evidence in support of this proposition.” For
instance, Arusha Cooray and Friedrich Schneider have demonstrated that
corrupt practices are likely to stymie financial sector development by
redistributing resources from productive endeavors to rent seekers, driving
up interest rate spreads and transaction costs, and suppressing financial
sector efficiency.’

Such micro-level impediments are seen by Sanders as a source of
headwinds that inevitably dampen momentum on the macro front as well.”?

8 See Benjamin Olken & Rohini Pande, Governance Review Paper: J-PAL Governance Initiative,
ABDUL LATIF JAMEEL POVERTY ACTION LAB (May 2011), https://www.povertyactionlab.org/sites/
default/files/documents/J-PAL_GI-ReviewPaper vMay-2011.pdf.

See Raymond Fisman & Jakob Svensson, Are Corruption and Taxation Really Harmful to Growth?
Firm Level Evidence, 83 J. DEV. ECON. 63, 70 (2007)

8 See Hasan Faruq, Michael Webb & David Yi, Corruption, Bureaucracy and Firm Productivity in
Africa, 17 REV. DEV. ECON. 117 (2013).

89 See Elizabeth Asiedu & James Freeman, The Effect of Corruption on Investment Growth: Evidence
from Firms in Latin America, Sub-Sharan Afrtca and Transition Countries, 13 REV. DEV. ECON. 200
(2009

()See OECD & World Bank, Consequences of Corruption at the Sector Level and Implications for
Economic Growth and Development (2014), https://www.bmj.de/SharedDocs/Downloads/EN/G20/
Consequences%200f%20Corruption%20at%20the%20Sector%20Level %20and%20Implications%20fo
1%20Economic%20Growth%20and%20Development,%20prepared%20by%20the%200ECD%20and%
20the%20World%20Bank pdf?__blob=publicationFile&v=1 [https://perma.cc/39RF-NL2Q].

™ See Arusha Cooray & Friedrich Schneider, Does Corruption Throw Sand into or Grease the
Wheels of Financial Sector Development?, 117 PUB. CHOICE 111 (2018).

2 See U.K. DEP’T FOR INT’L DEV., supra note 31, at 37-41; Tanzi, supra note 5; World Bank, The
Economic and Social Consequences of Corruption in Transition Economies, supra note 31; Mauro, supra
note 43; Campos et al., supra note 46; Aidt, supra note 49; Alberto Ades & Rafael Di Tela, The New
Economics of Corruption: A Survey and Some New Results, 45 POL. STUD. 496 (1997); CORRUPTION AND
DEVELOPMENT (Mark Robinson ed., 1999); Ahmad Seyf, Corruption and Development: A Study of
Conflict, 11 DEV. IN PRAC. 597 (2001); Simona-Roxana Ulman & Gimia-Virginia Bujanca, The
Corruption Influence on the Macroeconomic Environment: Empirical Analysis on Countries Empirical
Stages, 16 PROCEDIA ECON. & FIN. 427 (2014); Simona-Roxana Ulman, Different Levels of Corruption
Influence on the Main Components of the Macroeconomic Environment, 16 PROCEDIA ECON. FIN. 438
(2014); Sule Akkoyunlu & Debora Ramella, Corruption and Economic Development, 45 J. ECON. DEV.
63 (2020); MAKSYM IVANYA, ALEX MOURMOURAS & PETER RANGAZAS, THE MACROECONOMICS OF
CORRUPTION: GOVERNANCE AND GROWTH (2d ed. 2021 ); DANIEL DETZER, THE IMPACT OF CORRUPTION
ON DEVELOPMENT AND ECONOMIC PERFORMANCE (2010); Klaus Grundler & Niklas Potrafke,
Corruption and Economic Growth: New Empirical Evidence, 60 EUR. J. POL. ECON. (2019); Winner
Obayomi, Relationship Between Corruption and Development: Literature Review (May 2020),
https://www.researchgate.net/publication/341781244 RELATIONSHIP. BETWEEN CORRUPTION
AND DEVELOPMENT LITERATURE REVIEW [https://perma.cc/3LU3-73D3]; OECD, Issues
Paper on Corruption and Economic Growth, https://www.oecd.org/g20/topics/anti- corruptlon/lssue—
Paper-Corruption-and-Economic-Growth.pdf (last visited May 31, 2022); Mehmet Ugur & Nandini
Dasgupta, Evidence on the Economic Growth Impacts of Cormption in Low-Income Countries and
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The micro/macro linkage has been graphically delineated by Ahmad Seyf.”
He has asserted that accumulated wealth by bribe takers is typically
channeled toward luxurious consumption (mostly of imported goods and
services) and/or deposited in foreign bank accounts.” This exacerbates any
balance-of-payments strains and significantly limits the scope for conducting
international transactions.” Nor is this financial surplus readily available for
domestic capital formation because of bribe takers’ desire to avoid
detection.”® Additionally, if somehow this surplus is mobilized for that
purpose, it is often directed at projects that do not yield the greatest possible
benefits for societ;/, or any at all, which constitutes a form of malinvestment
or misinvestment.”’

Sanders’ inquiries into the relationship between corruption and the
private component of gross-domestic investment, and by extension
economic growth, may at times be tainted with a degree of ambiguity
because of the inclusion of capital expenditures by State-owned enterprises
(“SOESs”) in that broad category.”® When they focus on the genuinely private
element of the equation, sanders are generally able to establish that corrupt
practices hinder investment in the non-State sector.” As to be expected, the
impact on public investment appears to be less clear-cut®® but if productivity
of capital and quality of output are taken into account, a more negative
picture emerges.®! Sanders additionally identify dwindling public revenues,*
mounting public debt,* obstacles to international trade, and the deterrent to
foreign direct investment (“FDI”) as four further threats to economic
growth.3

An interesting feature of sanders’ investigation of the linkage between
corruption and macro-level economic development is the emphasis on the
corrosive effects of poor governance, an ineluctable byproduct of rampant
corrupt practices (a contributing factor as well as this is an area where two-
way causation is observed).®® The sanders’ empirically underpinned claim is
that when corruption exerts its influence through this vital institutional

Beyond, EPPI-CTR. AT THE UNIV. OF LONDON (2011), https://assets.publishing.service.gov.uk/media/
57a08ab3e5274a27b2000709/Corruption_impact_2011_Ugur_report.pdf.

73 See Seyf, supra note 72.

™ See id. at 600.

™5 See id.

76 See id.

7 See id.

"8 See Stephen N. Everhart, Jorge Martinez & Robert M. McNab, Corruption, Governance,
Inve%ment, and Growth in Emerging Markets, 41 APPLIED ECON. 1579 (2009).

See id.

80 See id.

81 See M. Emranul Haque & Richard Kneller, Public Investment and Growth: The Role of Corruption
(Ctr. for Growth & Bus. Cycle Rsch., Discussion Paper No. 98, 2008), http://hummedia.manchester.ac.uk/
schools/soss/cgber/discussionpapers/dpcgber98.pdf; Vito Tanzi & Hamid Davoodi, Corruption, Public
Investment, and Growth (IMF, Working Paper No. 1997/139, 1997), https://www.imf.org/external/pubs/
ft/w%/wp97 139.pdf.

2 See Farzana Nawaz, Exploring the Relationships Between Corruption and Tax Revenue,
TRANSPARENCY INT’L (Jan. 12, 2010), https://www.transparency.org/files/content/corruptionqas/228
Exlporing_the relationships_between corruption_and tax_revenue.pdf.

83 See Carole Ibrahim, Corruption, Public Debt and Economic Growth—Evidence from Developing
Countries, 20 INT’L J. DEV. ISSUES 24 (2021).

84 See Mohsin Habib & Leon Zurawicki, Corruption and Foreign Direct Investment, 33 J. INT’L BUS.
STUD. 291 (2002).

8 See Aidt, supra note 49; IVANYA ET AL., supra note 72; GOVERNANCE, CORRUPTION & ECONOMIC
PERFORMANCE (George T. Abed & Sanjeev Gupta eds., 2002).
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channel, it materially undermines policy efforts and standards of public
services across the entire macro (and micro) spectrum—fiscal, monetary,
regulatory, and redistributive.3¢

Using a methodological vehicle known as meta-analysis, Mehmet Ugur
and Nandini Dasgupta have systematically reviewed the macroeconomlc
costs of corrupt practices in diverse geographical settings.’” They have
shown that increases in Transparency International’s Corruption Perceptions
Index (“CPI”) are closely associated with reductions in gross domestic
product (“GDP”) per capita (the classical measure of the standard of living)
in low, middle, and high-income countries.®® Adding the indirect costs of
corrupt practices (for example, those due to losses of fiscal revenue and
human capital shortfalls) brings the negative relationship into an even
sharper focus.*

In recent years, macro-style sanders have ventured well beyond national
boundaries and have endeavored to highlight the cross-border dimensions of
corruptions.”® One of their contentions is that corrupt practices may
precipitate currency crises and thus sow the seeds of international financial
instability.”! Another, perhaps even more far-reaching, pro 2position is that it
may adversely affect the whole process of globalization.”” The corollary is
that if the arguments advanced by sanders and the findings generated by them
are to serve as the pertinent normative guideposts, the linkage between
corrupt practices and economic development should be viewed as
problematic in both the micro and macro sense of the term, with
reverberations manifesting themselves in the international arena and
dampening global economic dynamics to a much greater degree than if
looked at from the angle of a single country or a distinct group of countries.

III. GREASERS’ PERSPECTIVE

As outlined earlier, the academic literature does not contain
unequivocally favorable readings of corruption in any of its forms. Rather,

8 See Aidt, supra note 49; IVANYA ET AL., supra note 72; GOVERNANCE, CORRUPTION & ECONOMIC

PERFORMANCE supra note 85.
87 See Ugur & Dasgupta, supra note 72.

88 See id.

89 See id.

9 See CORRUPTION AND THE GLOBAL ECONOMY (Kimberly Ann Elliott ed., 1997); Wayne Sandholtz
& Mark M. Gray, International Integration and National Corruption, 57 INT’L ORG. 761 (2003); Salman
Bahoo, Ilan Alon & Andrea Paltrinieri, Corruption in International Business: A Review and Research
Agenda, 29 INT’L BUS. REV., Aug. 2020, at 1 (2020); Rachida Aissaoui & Frances Fabian, Globalization,
Economic Development, and Corruption: A Cross-Lagged Contingency Perspective, J. INT’L BUS. POL’Y
1 (2021); Patrick Glynn, Stephen J. Kobrin & Moisés Naim, The Globalization of Corruption, in
CORRUPTION AND THE GLOBAL EcONOMY (Kimberly Ann Elliott ed. 1997); OECD, INTERNATIONAL
DRIVERS OF CORRUPTION: A TOOL FOR ANALYSIS (2012), https://www.oecd.org/dac/accountable-
effective-institutions/49263997.pdf; Rick Rowden & Jingran Wang, The Global Crisis of Corruption,
GLOBAL FIN. INTEGRITY (July 13, 2020), https://gfintegrity.org/global-crisis-of-corruption/.

%1 See Shang-Jin Wei & Yi Wu Negative Alchemy? Corruption, Composition of Capital Flows, and
Currency Crises (Nat’l Bureau of Econ. Rsch., Working Paper No. 8187, 2001), https://www.nber.
org/sgystem/ﬁles/workmg ' papers/w8187/w8187. pdf

See CORRUPTION, ECONOMIC GROWTH AND GLOBALIZATION (Aurora A.C. Teixeira, Carlos
Pimenta, Anténio Maia & José Antonio Moreira eds. ,2016); Takuma Kunieda, Keisuke Okada & Akihisa
Shibata, Corruption, Globalization, and Economic Growth: T heory and Evidence (Munich Personal
RePEc Archive, Paper No. 35355, Nov. 24, 2011), https://mpra.ub.uni-muenchen.de/35355/1/MPRA _
paper 35355.pdf; Shang-Jin Wei, Corruption and Globalization, BROOKINGS POL’Y BRIEF, no. 79, Apr.
2001, https://www.brookings.edu/wp-content/uploads/2016/06/pb79.pdf.
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there are selective manifestations of a scientifically neutral stance and
theoretically inspired attempts to conditionally account for the inevitability,
even necessity, of corrupt practices when certain circumstances prevail. The
latter line of reasoning, which is observed in writings on the relationship
between corruption and economic development, typically entails
incorporating  additional—intervening/moderating and  contextual—
variables” into the explanatory framework in order to demonstrate how
various exogenous influences render corruption an inescapable reality. This
path is the one that greasers normally follow.

The trailblazing reflections of Nathaniel Leff’* and Samuel Huntington®®
are a case in point. The former offers a simple example to illustrate the
relevance of context.”® It involves recourse to extralegal means to elicit a
sympathetic response on the part of the bureaucratic establishment.’” For
Leff, this very action may be indicative of structural-functional deficiencies
of the political system which, among other things, may be characterized by
the proliferation of arbitrary and harmful barriers to entry into the
bureaucratic arena.”® Specifically, “[I]f business groups are otherwise at a
disadvantage in articulating their interests to the government, and if these
groups are more likely to promote growth than is the government, then their
enhanced participation in policy formulation can help development.””

Leff notes that such scenarios are not at all unrealistic. First, the politico-
bureaucratic machinery may be indifferent or even hostile to certain
entrepreneurial entities (for example, those consisting of marginal members
of the community or aliens) or may wish to thwart the rise of competing
pockets of power.'” Second, it may have strategic priorities that take
precedent over economic development.'®! Third, paradoxically, by resorting
to corrupt practices, entrepreneurs may be able to minimize the uncertaint
stemming from policy fuzziness—which, in turn, may boost investment!®?
(this, of course, overlooks the issue of the productivity of capital and quality
of output). According to Leff, in some institutional milieus, reliance on
corruption may also facilitate innovation by allowing key entrepreneurs to
bypass hurdles to change-promoting initiatives,'® fostering competition by
compelling them to aggressively seek resources for succeeding in the quest
to capture some of the scarce opportunities available in the space where they
operate,'® and serving as a potential hedge against bad policies.'®

In a similar vein, Huntington has depicted corruption as a social
mechanism for leveling the playing field for new and still disenfranchised

9% See DAVID BRITT, A CONCEPTUAL INTRODUCTION TO MODELING: QUALITATIVE AND
QUANTITATIVE PERSPECTIVES 75-93, 111-31 (1997).

94 See generally Nathaniel H. Leff, Economic Development Through Bureaucratic Corruption, 8 AM.
BEHAV. SCIENTIST 8 (1964).

9 See generally SAMUEL P. HUNTINGTON, POLITICAL ORDER IN CHANGING SOCIETIES (1968).

9 See Leff, supra note 94, at 8.

97 See id.

98 See id.

4.

100 See id. at 10.

101 See id.

102 See id. at 10-11.

108 See id. at 11.

15 See i at 11-12.
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business groups to whom modernization has given birth.!% As such, it may
serve as an instrument for integrating these and other peripheral actors into
the evolving political system, bolstering its stability in the process.'?’

Huntington has also asserted that the prevalence of corrupt practices
leads to an acceleration in public sector activity that is conducive to
economic progress: “Just as the corruption produced by the expansion of
political participation helps to integrate new groups into the political system,
s0 too corruption produced by the exgansion of governmental regulation may
stimulate economic development.”'”® By the same token, corrupt practices
may be “one way of surmounting traditional laws or bureaucratic regulations
which hamper economic expansion.”!®

Huntington regards economic modernization and its political counterpart
as twin phenomena.''® He thus accords considerable importance to the fact
that strong party organizations have traditionally been the product of either
“revolution from below or . . . patronage from above.”!!! The experience of
nineteenth-century England and the United States, featuring the diversion of
public funds and exploitation of public office to build robust party structures,
is invoked to lend support to that proposition.!'? This pattern is thought to
have been witnessed in modernizing settings elsewhere, culminating in
political system resilience and, by extension, economic vitality.''®

Leff’s and Huntington’s pioneering forays into the field where
corruption and economic development intertwine have been underpinned by
qualitative research,''* a mixture of direct and indirect personal
observation,!'> documentary analysis,!!® historical survey,!!” and systematic
literature review.''® This approach is a time-honored and valuable
methodological tool whose merits are often underrated.!” Nevertheless, it is
considered less “clinical” than its quantitative counterpart, requiring a
heavier “burden of proof” because of validity, reliability, and
generalizability-related concerns.'”® For this reason, greasers have

106 §ee HUNTINGTON, supra note 95, at 61.
107 See id.

108 17, at 68.

109 Id.

10 See id. at 59-71.

111

ed., 2020), for a discussion of qualitative research methods.

15See Hitesh Bhasin, Observation Methods—Definition, Types, Examples, Advantages,
MARKETING 91, https://www.marketing91.com/observation-method/ (Mar. 5, 2020), for a discussion of
observation methods.

116 See MALCOLM TIGHT, DOCUMENTARY RESEARCH IN THE SOCIAL SCIENCES (2019), for a
discussion of documentary analysis methods.

117 See SIMON GUNN, RESEARCH METHODS FOR HISTORY (2011), for a discussion of historical survey
methods.

118 See ANDRE BOOTH, SYSTEMATIC APPROACHES TO A SUCCESSFUL LITERATURE REVIEW (2d ed.,
2016), for a discussion of systematic literature review methods.

119 See Leslie L. Curry, Ingrid M. Nembhard & Elizabeth H. Bradley, Qualitative and Mixed Methods
Provide Unique Contributions to Outcomes Research, 119 CIRCULATION 1442 (2009); Fernando Almeida
& Daniel Faria, Strengths and Limitations of Qualitative and Quantitative Methods, 3 INNOVATION &
ENTREPRENEURSHIP 369 (2017).

120 See Lawrence Leung, Validity, Reliability and Generalizability in Qualitative Research, 4 J. FAM.
MED. & PRIMARY CARE 324 (2015).
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increasingly shifted in a quantitative direction when grappling with the role
of intervening/mediating and contextual variables in the interplay between
corrupt practices and economic development.

The institutional environment (broadly defined) and its key facets have
featured prominently in these types of inquiries. A technically elaborate
study by Pierre-Guillaume Meon and Laurent Weill is representative of that
scientific line of investigation.!*! These two scholars have quantitatively
examined the relationship between aggregate efficiency, corruption, and a
number of pivotal dimensions of the governance regime in sixty-nine
countries, developed as well as developing.'?? They have concluded that
corrupt practices may have a less severe economic impact in countries with
a less sturdy institutional fagade and that they may even boost efficiency in
countries with a highly fragile institutional foundation.'*

These findings have been fully, or at least partially, replicated in a cluster
of other quantitatively-based empirical explorations.'”* Relying on a
somewhat smaller sample of countries, Toke Aidt, Jayasri Dutta, and Vania
Sena have thus established that the nature of the governance regime, defined
by the quality of its political institutions, exerts a strong influence in this
context.'’” Notably, in governance regimes blessed with high-quality
political institutions, corruption indeed appears to materially impede
economic growth; but in governance regimes saddled with low-quality
political institutions, corruption seems to not have any tangible adverse
effect.!?

Among other things, the significance of Aidt, Dutta, and Sena’s
quantitatively inspired work lies in highlighting the importance of
structurally and functionally appropriate developmental thresholds in such
circumstances. According to them, the negative linkage is absent below a
certain relevant socio-political-economic level but emerges as a substantial
factor above that level.'?” Such non-linear patterns have been observed by
some other quantitatively-oriented researchers,'?® albeit not invariably
projecting a picture entirely consistent with that painted by Aidt, Dutta, and
Sena.'” Their carefully generated results nonetheless suggest that this
particular construction of the developmental dynamics is worthy of attention.

121 See Pierre-Guillaume Meon & Laurent Weill, Is Corruption an Efficient Grease?, 38 WORLD

DEV., 244 (2010).
22 See id.

123 See id.

124 See, e.g., Toke Aidt, Jayasri Dutta & Vania Sena, Governance Regimes, Corruption and Growth:
Theory and Evidence, 36 J. COMP. ECON. 195 (2008); Anselm Komla Abotsi & Tongyai Iyavarakul,
Tolerable Level of Corruption for Foreign Direct Investment in Africa, 9 CONTEMP. ECON. 249 (2015);
Shrabani Saha & Kunal Sen, The Corruption-Growth Relationship: Does the Political Regime Matter?,
1717. INSTITUTIONAL ECON. 243 (2021).

%5 See Aidt et al., supra note 124.
% See id.

127 See id.

128 See id.; Abotsi & Iyavarakul, supra note 124; Khalid Sekkat & Pierre-Guillaume Meon, Does
Corruption Grease or Sand the Wheels of Growth?, 122 PUB. CHOICE 69 (2005); Fabio Mendez &
Facundo Sepulveda, Corruption, Growth and Political Regimes, 22 EUR. J. POL. ECON. 82 (2006); Alice
N. Sindzingre & Christian Milelli, The Uncertain Relationship Between Corruption and Growth in
Developing Countries: Threshold Ejfects and State Effectiveness (Université de Paris Ouest Nanterre La
Defense Working Paper No. 2010-10, 2010), https://economix.fr/pdf/dt/2010/WP_EcoX_ 2010-10.pdf.

2 See Sekkat & Meon, supra note 128; Mendez & Sepulveda, supra note 128.
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Greasers draw a degree of comfort from being able to demonstrate, even
if tentatively, that paradoxically, both democracy and consolidated/
strong/“technocratic” authoritarianism may mitigate the economic damage
apparently wrought by corrupt practices.!*" According to them, comparable
impact may selectively be attributed to economic freedom and trust.!*! A
quantitative survey undertaken by A. Cooger Drury, Jonathan Krieckhaus,
and Michael Lusztig is a case in point.!* These three scholars have not
succeeded in unambiguously showing that democratic regimes inherently
promote economic growth, but they have found that such institutional
entities are nevertheless capable of minimizing the harm inflicted by
corruption.'*?

By the same token, Marina Zaloznaya has uncovered that authoritarian
regimes do not possess uniform traits; rather, such regimes differ in terms of
their organizational coherence, which may have implications for their overall
performance, including on the economic front."** Those that are tightly
structured, or consolidated, may make headway in the policy sphere despite
the burden imposed by corrupt practices, whereas those that are not, or are
lenient, may experience difficulties in this respect.!*> Overlapping and
empirically supported arguments have been put forward by Saha and Sen,'*°
and Sloan and Tedin.'3” The former two researchers have ascribed superior
policy effectiveness in the face of corruption-induced headwinds to strong
(as distinct from weak) authoritarian regimes'*® and the latter two to those
technocratically (as distinct from politically) led.!'*

The nexus between corrupt practices, economic freedom, and economic
development highlighted by greasers is predicated on the assumption that
policy content is a noteworthy intervening/mediating variable in this
equation.'® While empirically grounded, their assertions in this regard are

130 See Saha & Sen, supra note 124; John Sloan & Kent L. Tedin, The Consequences of Regime Types
for Public-Policy Outputs, 20 COMP. POL. STUD. 98 (1987); Adam Przeworski & Fernando Limongi,
Political Regimes and Economic Growth, 7 J. ECON. PERSPS. 51 (1993); A. Cooper Drury, Jonathan
Krieckhaus & Michael Lusztig, Corruption, Democracy, and Economic Growth, 27 INT’L POL. SCI. REV.
121 (2006); Marina Zaloznaya, Does Authoritarianism Breed Corruption? Reconsidering the
Relationship Between Authoritarian Governance and Corrupt Exchanges in Bureaucracies, 40 L. & SOC.
INQUIRY, 345 (2015); Ghulam Shabbir, Corruption, Democracy and Economic Growth: Does
Conditionality Matter?, 55 PAK. ECON. Soc. REV. 127 (2017); Amira Zaouali, Corruption’s and
Democracy’s Effects on Economic Growth (Munich Pers. RePEc Archive, Paper No. 54535, 2014),
https://mpra.ub.uni-muenchen.de/54535/1/MPRA_paper 54535.pdf.

L See Drury et al., supra note 130.

132 See id.

133 See id.

134 See Zaloznaya, supra note 130.

135 See id.

136 See Saha & Sen, supra note 124.

137 See Sloan & Tedin, supra note 130.

138 See Saha & Sen, supra note 124.

139 See Sloan & Tedin, supra note 130.

140 See Mushfiq Swaleheen & Dean Stansel, Economic Freedom, Corruption, and Growth, 27 CATO
J. 434 (2007); John Gerring & Strom C. Thacker, Do Neoliberal Policies Kill or Save Lives?, 10 BUS.
PoL. 1 (2009); Art Carden & Lisa Verdon, When Is Corruption a Substitute for Economic Freedom, 3 L.
& DEV. REV. 41 (2010); Luca Pieroni & Giorgio D’Agostino, Corruption and the Effects of Economic
Freedom, 29 EUR. J. POL. ECON. 54 (2013); Natanael Soares Leite, Fracisco Germano Carvalho Lucio &
Roberto Tatiwa Ferreira, Long-Term Effects of Corruption Control and Economic Freedom on Economic
Growth, 9 THEORETICAL ECON. LETTERS 2965 (2019); Nguyen Ngoc Thach & Bui Hoang Ngoc, Impact
of Economic Freedom on Corruption Revisited in ASEAN Countries: A Bayesian Hierarchical Mixed-
Effects Analysis, 9 ECONS. 1 (2021).
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buttressed by common sense. Liberal policies emphasizing the security of
private property rights, trade openness, financial stability, and so forth have
the ineluctable consequence of diminishing any potential economic damage
caused by corruption, irrespective of the characteristics of the governance
regime.!*! Sanders are not oblivious to the fact that corrupt practices erode
social trust (broadly defined),'*? but greasers treat such practices as a variable
rather than a constant.!*? The corollary again is that, regardless of the nature
of the governance regime, a relatively hi;h degree of social trust may partly
offset the economic costs of corruption.!*

Anew trend in greasers’ territory is to borrow concepts from neighboring
academic disciplines in an attempt, not necessarily to underline the
redeeming features of corrupt practices, but to de-objectivize and humanize
them.'* This usage is particularly common among behavioral economists
who resort to ideas from cognitive and physiological psychology for the
purpose of illustrating that corruption may often be the product of cognitive
biases and neurological processes rather than the exercise of rational
judgement.'*® To reiterate, this usage does not amount to a normative
reconstruction of corrupt practices, let alone to conferring legitimacy on such
activities. This usage does, however, constitute an acceptance of the notion
that, in evaluating the economic burden imposed by those activities, the
possibility of extenuating circumstances should not be readily discarded.

As to be expected, the unconventional wisdom exhibited by greasers has
not gone unchallenged by sanders. Ahmad Seyf has since cast doubt on the
validity of the micro-style, allocative efficiency-focused claims propounded
by the former.'*” He has avouched that, rather than enhancing allocative
efficiency, corrupt practices might enable less efficient participants to remain
in the economic race while driving out the more efficient ones.!*® This
process could entail restricting the flow of information to disadvantaged
competitors, further impairing their strategic, tactical, and operational
capabilities.'#

The privileged survivors are likely to be players with superior access to
political resources and/or members of social networks sustained by ties of
kinship."*® The endurance and success of such survivors might over time
erode the idea that winning in the economic game is the product of
efficiency-promoting, merit-determined endeavors.'>! Nor should the ability
to pay be equated with the potential to pursue efficient action because those
who are in a position to offer the highest price for securing the delivery of

141 See Gerring & Thacker, supra note 140.

142 See WORLD BANK, supra note 9; U.K. DEP’T FOR INT’L DEV., supra note 31; OECD, supra note
72; Bo Rothstein, Corruption and Social Trust: Why the Fish Rots from the Head Down, 80 SOC. RSCH.
1009 (2013); Nazim Habibov, Elvin Afandi & Alex Cheung, Sand or Grease? Corruption-Institutional
Trust Nexus in Post-Soviet Countries, 8 J. EUROASIAN STUD. 172 (2017); Chéne, supra note 31.

143 See Shaomin Li & Jun (Judy) Wu, Why Some Countries Thrive Despite Corruption: The Role of
Trust in the Corruption-Efficiency Relationship, 17 REV. INT’L POL. ECON. 129 (2010).

See id.

145 See Vincente Humberto Monteverde, Microeconomics of Corruption Based on Behavioural
Economics, J. FIN. CRIME (2020).

146 See id.

147 See Seyf, supra note 72.
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goods and services via illicit channels are typically in that position due to
advantages gained as a result of being in the possession of political and/or
social capital obtained in ways that have little or nothing to do with
efficiency.'>

Additionally, their empirical findings, generated in comprehensive and
large-scale studies, based on data extracted from multiple sources and
employing sophisticated econometric techniques that allow a high degree of
control over a host of intervening/mediating and contextual variables, have
been relied upon by sanders to question greasers’ macro-style premises.'>
The fundamental point of contention in this regard is that, in the final
analysis, when all the relevant negative and supposedly positive influences
are taken into account, corruption hampers rather than boosts economic
growth and should consequently be viewed as a factor detrimental to the
pursuit of higher standards of living in general and in developing countries
in particular.™*

While compelling, sanders’ theoretical arguments and meticulously
gathered evidence cannot be seen as unequivocally conclusive. Corrupt
practices are a highly complex phenomenon, requiring ongoing efforts to
fully come to grips with their intricate essence, underlying drivers, and wide-
ranging impacts. There are limits to how much information may
satisfactorily be produced using quantitative methods alone,'>> which has
been the dominant research strategy in recent years. There is an apparent
need to bring qualitative techniques back into the fold and, where
appropriate, integrate them, via the mixed-method route,'*® with their
quantitative counterparts to capture the nuances that evade statistical
modeling. The economically, legally, politically, and socially rich Chinese
landscape offers considerable promise in that respect.

IV. SIZING UP CORRUPTION AND ITS ECONOMIC
RAMIFICATIONS IN CHINA

Chinese history has been littered with a long string of corrupt practices,
periodically broken by anti-corruption campaigns and resource scarcity,
rendering them, for all intents and purposes, a virtually impractical activity
in which to engage.!” Importantly, corruption in the country has not merely
been a manifestation of economically motivated exchanges, but also a
political force shaping the outcome of strategically inspired quests for

152 See id.

158 See Grundler & Potrafke, supra note 72; Obayomi, supra note 72; Ugur & Dasgupta, supra note
72.

154 See Grundler & Potrafke, supra note 72; Obayomi, supra note 72; Ugur & Dasgupta, supra note
72.

155 See Almeida & Faria, supra note 119.

156 See CHARLES TEDDLIE & ABBAS TASHAKKORI, FOUNDATIONS OF MIXED METHODS RESEARCH:
INTEGRATING QUANTITATIVE AND QUALITATIVE APPROACHES IN THE SOCIAL AND BHEAVIORAL
SCIENCES (2009); SHARLENE NAGY HESSE-BIBER, MIXED METHODS RESEARCH: INTEGRATING THEORY
AND PRACTICE (2010); HANDBOOK OF MIXED METHODS IN SOCIAL AND BEHAVIORAL RESEARCH (Abbas
Tashakkori & Charles Teddlie eds., 2d ed., 2010) [hereinafter MIXED METHODS]; VICKI L. PLANO &
NATALIYA V. IVANKOVA, MIXED METHODS RESEARCH: A GUIDE TO THE FIELD (2015).

157 See Yukong Huang, The Truth About Chinese Corruption, CARNEGIE ENDOWMENT FOR INT’L
PEACE (May 29, 2015), https://carnegieendowment.org/2015/05/29/truth-about-chinese-corruption-pub-
60265 [https://perma.cc/BQ8K-MTB6].
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power.!* Indeed, corruption may have contributed to the Nationalists’ defeat
in the civil war because the malpractices of Kuomintang government
officials, particularly those of widely despised “blood-sucking” tax
collectors, incurred the wrath of the populace and roused sympathy for its
communist foes.”*® In recent years, Xi Jinping, the country’s current
“helmsman,”® is believed to have aggressively targeted symptoms of
corruption as part of a concerted effort to neutralize any pockets of possible
opposition to his rule.'®!

As a natural result, Chinese corrupt practices, notably those observed
during the reform era, and efforts to eradicate them, have been subject to
close academic- and journalistic-style scrutiny.'®? The topic has at times been
overshadowed by the intense interest in the “economic miracle” that China
has experienced since embracing the open-door policy in 1978, but such
retreats from the limelight have typically been modest and short-lived.'®*
There are two sides to this proverbial coin, corruption and anticorruption,
with the focus occasionally shifting from one to the other, yet the serious
concern with corrugt practices and their control has now been sustained for
over four decades.'**

Given the cautious mindset and limited skill set of the Chinese post-
revolutionary-era research community, the first steps in that direction were
taken by scholars outside China, in countries where socio-legal inquiry had
a more solid analytical foundation.!®> The mindset constraint has not really
become a thing of the past and, in fact, the trend toward mild relaxation has
been reversed in the past decade or so0.'° The corollary is that most of the
academic work in this area is the product of investigations undertaken by
foreign researchers and their Chinese counterparts pursuing their careers in
parts of the world other than China.!®” This has not prevented these
researchers from gaining access to the necessary data and engaging in
empirically underpinned studies.'®®

158 See Alan P. L. Liu, The Politics of Corruption in the People’s Republic of China, 77 AM. POL.
Scl. REV. 602 (1983); CORRUPTION AND ANTICORRUPTION IN MODERN CHINA (Qiang Fang & Xiaobing
Li eds., 2018); Borge Bakken & Jasmine Wang, The Changing Forms of Corruption in China, 75 CRIME
L. & Soc. CHANGE 247 (2021); DESMOND SHUM, RED ROULETTE: AN INSIDER’S STORY OF WEALTH,
POWER, CORRUPTION, AND VENGEANCE IN TODAY’S CHINA (2021).

159 See Why Did the Communists Win the Chinese Revolution?, CONST. RTS. FOUND. (2016),
https://www.crf-usa.org/images/t2t/pdf/ WhyDidCommunistsWinChineseRevolution.pdf.

160 See Willy Wo-Lap Lam, “Helmsman” Xi Jinping Primed to Rule at Least Until the Early 2030s,
THE JAMESTOWN FOUND. (Nov. 3, 2020 11:12 AM), https://jamestown.org/program/helmsman-xi-
jinpins%—primed-to-rule—at—least—until—the—early—20305/.

161 See Ling Li, Politics of Anticorruption in China: Paradigm Change of the Party’s Disciplinary
Regime 20122017, 28 J. CONTEMP. CHINA 47 (2019); Carolin Kautz, Power Struggle or Strengthening
the Party: Perspectives on Xi Jinping's Anticorruption Campaign, 25 J. CHINESE POL. ScI. 501 (2020);
Alexandra Fiol-Mahon, Xi Jinpings Anti-Corruption Campaign: The Hidden Motives of a Modern-Day
Mao, FOREIGN POL’Y RSCH. INST. (Aug. 17, 2018), https://www.fpri.org/article/2018/08/xi-jinpings-anti-
corrugtion—campaign—the—hidden—motives—of—a—modem—day—mao/ [https://perma.cc/KCR6-7D7U].
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165 See Miron Mushkat & Roda Mushkat, The Political Economy of Corruption in China: The
Princggal-Agent Dimension, 2 INT’LJ. PUB. L. & POL’Y 263, 266 (2012).

165 See  Jennifer Ruth & Yu Xiao, Academic Freedom and China, ACADEME (2019),
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The initial information-gathering endeavors revolved around the
phenomenology of corruption: its different forms, its geographical
distribution, and the types of actors embroiled in corrupt practices.'®® In
addition to the specific manifestations of corruption witnessed elsewhere,
including communist and post-communist societies, corrupt practices with
unique “Chinese characteristics” were pinpointed.!’® The level of officials
entangled in the entire spectrum of corrupt activities (“national, provincial,
district, municipal, county, commune, military, State enterprise and State
factory”)'”! proved to be a key focus of attention in general and in relation to
regional/subnational political power networks in particular.'”

The origins of corruption were tentatively examined at that stage, with
the emphasis primarily placed on regime attributes likely to breed corrupt
practices.!” This category encompassed cultural legacy, an amalgamation of
party and state organs, overlapping public and private spheres of activity,
bureaucratic inertia, ill-defined functional boundaries, over-centralization of
political authority, poor accountability and transparency, ideological decay,
problematic demographic trajectories (notably, cadres’ advancing age and
institutional dissolution), and a scarcity of consumer goods in the wake of
more than generation-long Maoist gross economic mismanagement.'™

Another dimension of the scholarly agenda centered on available
remedial strategies and the scope for enhancing their effectiveness, as well
as exploring new courses of action for curtailing or eradicating corruption.'”
The commonly adopted position was that a thorough understanding of the
causes of corrupt practices in this politico-cultural environment was a
precondition for fruitful policy response.!’® This position was coupled with
the view that causes should not be viewed in isolation because they were
embedded in a system consisting of interconnected elements.!”” The
implication was that, due to its spider-like nature, combating corruption in
China required a multifaceted approach rather than narrowly focused
surgical strikes.!”

This reform-triggered wave of academic inquiries gave way to one that
followed a similar research agenda but diverged from its predecessor in terms
of how the components of that blueprint were examined.'” Thus,
phenomenology, origins of corruption, and policy thrust continued to feature
prominently in the work conducted in this area but more selectively so, with
specific aspects of corrupt practices and strategies to contain them being
accorded greater attention than others.'® The partial reorientation that

169 See id.

170 See id.; see also Rasma Karklins, The System Made Me Do It: Corruption in Post-Communist
Societies, WILSON CTR. (Apr. 19, 2006), https://www.wilsoncenter.org/event/the-system-made-me-do-it-
corruption-post-communist-societies [https:/perma.cc/2GY6-QRIN].
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172 See id.
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119 See id

180 See id. at 266-67.
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occurred reflected the accumulation of knowledge that took place in the
previous period, allowing scholars to branch out in new and more narrowly
defined directions and providing improved access to data, enabling them to
explore sides of corruption that were beyond their earlier reach.!8! Macro-
style concerns consequently were de-emphasized, and those of the micro-
type variety were accented.'®?

An example of the path pursued by socio-legal researchers during the
second wave of theory construction and information-gathering was a project
exclusively focused on bureaucratic corruption.'®® This path carefully and
methodically explored a clearly delineated range of corrupt practices
(phenomenology), their roots (genesis), and situation-dependent remedial
measures.'®* It was not as all-embracing as its first-wave predecessors, but it
dug deeper into the matter at hand and was more finely calibrated. The
substantial presence of bottom-up elements, as distinct from top-down
elements, infused it with a micro flavor.!®

As the second wave progressed toward its peak and beyond, the
phenomenology, genesis, and policy imperatives were articulated in
increasingly dynamic, as opposed to static, terms.'®® This means that the
symptoms of corrupt practices, their sources, and the strategies to alleviate
them were seen as time-sensitive and susceptible to impulses emanating from
evolving economic, political, and social milieus.'®” However, the impact of
corrupt practices on economic development did not yet undergo a notable
conceptual fine-tuning.'®® Rather, scholars undertaking investigations in this
field persisted in delving into the causes of corruption and providing general
and unidirectional statements about its implications.

The factor with which they kept grappling was the connection between
shrinking the economic space occupied by the State, coupled with the
expansion and growing importance of the private sector, and the scale and
severity of corrupt practices.'®® Pieces of evidence were accordingly
generated to indicate that, in a mixed-economy setting, corruption does not
necessarily abate but, in fact, may spread to new pockets of economic
activity (for example, commercial banking, entrepreneurial schemes,
international transactions, investment banking, investment management, real
estate deals, and tax administration) and become firmly entrenched.!®® As to
the effects, the common position loosely communicated was that corrupt
practices are an obstacle to economic (including political and social)
development, as well as an ethically and psychologically pernicious
phenomenon. ™!
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The third and current wave has primarily been marked by greater
theoretical focus, more hypothesis testing, and a shift, albeit not decisive,
from qualitative to quantitative data collection and processing.'*? Theoretical
propositions have principally been derived from the literature on law and
economics and on law and society. Representative of the former are studies
applying specific models such as the principal-agent paradigm'®* and those
drawing on the entire repertoire of law and economics theoretical
constructs.!* Typical of the latter are inquiries employing a particular
conceptual formulation such as Mark Granovetter’s embeddedness
framework, resting on the premise that economic exchanges are rooted in the
structure of social relations,’” and those seeking a synthesis of
complementary law and society theoretical insights.!*®

An example of an investigation guided by a concrete hypothesis and
quantitatively driven has been a project aiming to gauge the impact of the
Chinese anti-corruption campaign waged in the past decade or so on the
performance of SOEs."”” The authors have extracted relevant statistics from
the China Stock Market and Accounting Research Database and National
Bureau of Statistics sources and dissected them using a technique known as
the difference-in-differences (“DID”) method.'”® The authors’ findings
evince that, as envisioned, there has apparently been a micro-level positive
link between the anticorruption campaign and the financial performance of
SOEs."” And yet (understandably so, given the context), cost-benefit/cost-
effectiveness analysis has not been performed and the opportunity cost has
not been incorporated into the equation.

The relationship between corrupt practices and economic development
has attracted considerable attention on the part of third-wave scholars.?” In

192 See id. at 267-68; Olivia Yu, Corruption in China'’s Economic Reform: A Review of Recent
Observations and Explanations, 50 CRIME L. & SOC. CHANGE 161 (2008); Xiaogang Deng & Lening
Zhang, Official Corruption During China’s Economic Transition: Historical Patterns, Characteristics,
and Government Reactions, 26 J. CONTEMP. CRIM. JUST. 72 (2010); Kilkon Ko & Cuifen Weng,
Structural Changes in Chinese Corruption, 211 CHINA Q. 718 (2012); QINGLI MENG, CORRUPTION IN
TRANSITIONAL CHINA: A 33-YEAR STUDY (2014); Na Tang, Zi Dang & Yanni Xu, Corruption and Anti-
Corruption Research in China: A Critical Review of Chinese Top Journal Publications (1989-2017), 9
CHINESE PUB. ADMIN. REV. 79 (2018); Jiangnan Zhu, Corruption in Reform China: A Multidisciplinary
Review, in SAGE HANDBOOK OF CONTEMPORARY CHINA 202 (Weiping Wu & Mark Frazier eds., 2018).
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Digital Commons),
https://commons.clarku.edu/cgi/viewcontent.cgi?article=1126&context=idce masters_papers.

197 See generally Long Piao & Kwangho Jung, The Effect of Xi Jinping Administration’s
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an analytical undertaking involving quantitatively-based formal hypothesis
testing, Nicholas D’ Amico has thus relied on a multiple-regression model to
determine the effect of corruption on economic growth at the provincial
level, while holding a cluster of other potentially pertinent variables
constant.”’! The picture that has emerged has painted corrupt practices as a
friction-inducing force impeding the forward movement of the economic
engine.?”? The advice consequently offered to provincial leaders has been to
steadfastly clamp down on such activities.?*

Collin Glenn, on the other hand, has detected a positive correlation
between corruption and economic growth.?** Moreover, he has found that
corruption has had an even stronger influence on investment, a crucial
propeller of the latter, lifting it materially.®® Importantly, while failing to
tangibly boost foreign trade, corrupt practices have not depressed this vital
component of the economic locomotive, playing a largely neutral role.?* The
only area of serious concern has turned out to be economic efficiency where
substantial losses have been witnessed,*”’ the implication inevitably being
that the gains realized have had a high price tag attached to them.

On balance, there is heavier and harder quantitatively generated
evidence to support D’ Amico’s position, but such contradictory empirical
results are not uncommon. It follows that the growing recourse to formal
hypothesis testing and statistical modeling may have yielded valuable
insights, yet without authoritatively furnishing an unambiguous diagnosis

Growth and Low Quality Government: The Cadre Organization Meets Max Weber,28 GOVERNANCE 533
(2015); Yapeng Zhu & Diwen Xiao, Policy Entrepreneur and Social Policy Innovation in China, 2 J.
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Promoted Economic Growth?, 5 J. SOCIALOMICS 165 (2016); Luyao Wang, The Impacts of Corruption
on Economic Growth in China, 7 MOD. ECON. 109 (2016); John Osburg, Making Business Personal:
Corruption, Anti-Corruption, and Elite Networks in Post-Mao China, 59 CURRENT ANTHROPOLOGY
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IMPACTS OF CHINA’S RISE ON THE PACIFIC AND THE WORLD 43 (Wei-Chiao Huang & Huizhong Zhou
eds., 2018); Shi Wang, Yizhou Yuan & Hua Wang, Corruption, Hidden Economy and Environmental
Pollution: A Spatial Econometric Analysis Based on China's Provincial Panel Data, 16 INT’L J. ENV’T
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STRATEGIC & INT’L STUD.: CHINA POWER, https://chinapower.csis.org/china-corruption-development/
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and without inching closer to settling the debate between sanders and
greasers in the Chinese context. The problem appears to partly stem from the
often narrow focus and inherent methodological limitations of the
exclusively quantitative research strategy adopted by socio-legal scholars to
address a fundamentally intricate issue, which presumably explains why the
fruits of holistic and technically eclectic approaches have been more readily
embraced by the academic community.

V. ANDREW WEDEMAN’S AND YUEN YUEN ANG’S “GREAT LEAP
FORWARD”

The notion that corruption may have been an ineluctably positive
element in China, in its attempt to free itself from the shackles of Maoist
revolutionary dogma and to embark on a quasi-liberal overhaul of its
economy, was first indirectly but compellingly raised by Susan Shirk in her
seminal survey charting China’s transition from disorderly central planning
to a market-underpinned hybrid economic structure.?”® She has vividly
highlighted the salient features of the process by contrasting Deng
Xiaoping’s unconventional tactics with those of Mikhail Gorbachev, two
visionary leaders who pursued broadly similar goals, at least in the economic
domain, but }Z)alpably differed with respect to the appropriate means to
achieve them.?”

Both Deng and Gorbachev recognized that revamping the economic
system would prove an elusive target without overcoming conservative
resistance from deeply entrenched interests at the top echelons of the
politico-bureaucratic pyramid.?!® Gorbachev opted for what might be
deemed as the classical but also the most radical response in such
circumstances, namely democratization, which was expected to facilitate the
mobilization of the masses and their emergence as a counterweight to the
powerful remnants of the communist era bent on diluting the far-reaching
economic-reform blueprint envisioned.?!' By contrast, Deng chose
administrative decentralization and institutional revitalization, pragmatically
refraining from dismantling the operative status quo.*'

Decentralization entailed vesting subnational-level cadres with
considerable authority and incentivizing them to actively participate in the
budding reform coalition.?'* Institutional revitalization assumed the form of
a set of decision rules designed to minimize the uncertainty faced by the new
entrants into the upper layers of the political arena and those dependent on
them, notably the fledgling entrepreneurs.?'* These mostly informal but
nevertheless behaviorally consequential rules, akin to customary law, were a
vital element of Deng’s game plan for laying the foundation for ushering in
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the prosperity and stability previously denied to the Chinese people because
of Mao’s unproductive and disruptive twists and turns.?!>

One such rule was intended to enhance accountability in an institutional
milieu deprived of accountability by converting appointments or “elections”
within the politico-bureaucratic circles into a two-way process.?!®
Specifically, the principle of reciprocal accountability was introduced to
stipulate that, not only should leaders should continue selecting the officials,
but that the officials ought to simultaneously select their leaders.?'” As Shirk
has elaborated: “The leaders appoint the officials and the officials in the
Central Committee [of the Chinese Communist Party(“CCP”’)] choose (or at
least ratify the choice of) the leaders.”?!® The upshot is that “[o]fficials hold
their positions at the pleasure of the party leadership, but the party leaders
hold their positions at the pleasure of the officials in the selectorate.”*!” Since
subnational officials serve as both agents and constituents of central leaders
in this quintessentially communist or Dengist institutional setup, it may
reasonably be inferred that the “lines of authority run in both directions,
turning a hierarchical relationship into one of “reciprocal accountability.”??

Within the two-tier elite selectorate that quickly crystallized, subnational
(alongside sectoral) interests were given ample room to promote their
predominantly economic agendas, often in conjunction with local-level
private and semi-private agents operating under their political umbrellas.?*!
A disaggregated institutional structure has ensued, with subnational (and
sectoral) interests commonly taking precedence over centrally articulated
preferences, which benefits the winners in the competitive quest for scarce
resources.””? This might have been a sub-optimal configuration from an
allocative perspective, but the implementation of the reform program could
have otherwise confronted potentially insurmountable challenges.?*

Another notable decision rule seemingly conducive to prosperity and
stability was to encapsulate the idea of delegation by consensus or by
following the time-honored bureaucratic maxim that “[i]f the agents agree,
let it be.”*** The introduction of this rule was not merely a tactic to neutralize
opposition to economic reform by building an effective coalition in support
of a quasi-liberal rejuvenation of the economy, but a step grounded in the
theory of asymmetric information, which suggests that subordinates
typically possess better task-related information than their superiors and are
thus more likely to pursue efficient courses of action.??® CCP leaders could
of course always override the collective wisdom of lower-level officials, but
they generally refrained from resorting to such tactically inconsistent
measures, empowering them in the process.??

215 See id.
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27 Soe id.
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Shirk has aptly identified the pillars of China’s post-1978 institutional
architecture and has deliberately built-in expansionary and friction-
preventing mechanisms that might open the door wide for rent-seekers
without explicitly addressing the possible economic benefits and disbenefits
that could materialize as a result. It may be surmised that she has heavily
leaned, conditionally or without any strings attached, toward the positive side
of the picture. The same theme has subsequently been examined, whether
explicitly or implicitly, by other socio-legal researchers who have been able
to shed additional light on the linkage between reform-era institutional
constellation, incentives/opportunities for engaging in corrupt practices, and
concerted efforts to steepen the economic growth trajectory/GDPism.??’

The work of Chengze Simon Fan and Herschel Grossman has been
instructive in this respect.??® Unlike Shirk, these two scholars have not only
acknowledged that the causal connections outlined above have been a
constant feature of post-1978 Chinese realities, but also that the CCP has in
fact consciously offered a “carrot” to local officials in the form of material
incentives (“‘compensation”) in order to induce them to go to great lengths,
including by relying on extralegal means, in seeking to fulfill economic
development objectives.??” Moreover, such tactics have been combined with
the threat of punishment—should symptoms of corruption be detected—
without actually wielding this threat S“lax enforcement”) if local officials
have managed to “deliver the goods.”*

The township-village enterprises (“TVEs”), the Chinese economy’s
principal growth engine in the 1980s, have constituted an institutional
platform in which the symbiotic relationship between business and politics
has thrived unencumbered. This is the case because, as Brett McDonnell has
carefully documented, ill-defined property rights,”*! coupled with, as Peter
Ping Li has firmly established, a culture of local corporatism underpinned by
a vast network of government-business partnerships, sustainably fuels
economic dynamism that is enormously beneficial to both sides,??
individually as well as collectively.?*?

TVEs have enjoyed a significant threefold advantage over SOEs,

rendering them particularly attractive for aspiring rent-seekers. First, as
noted by McDonnell, their ambiguous property rights*** have provided

227 This concept has been succinctly elucidated in Giuseppe Gabusi, ‘The Reports of My Death Have
Been Greatly Exaggerated’: China and the Developmental State 25 Years After Governing the Market,
30 PAC. REV. 232, 238 (2017) (an authoritative account of the institutional foundation of China’s
develospment strategy).

228 §oe Fan & Grossman, supra note 200.
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231 See Brett H. McDonnell, Lessons from the Rise and (Possibly) Fall of Chinese Township-Village
Enteréwises, 45 WM. & MARY L. REV. 953 (2004).

232 See Peter Ping Li, The Puzzle of China’s Township-Village Enterprises: The Paradox of Local
Corporatism in a Dual-Track Economic Transition, 1 MGMT. & ORG. REV. 197 (2005).

233 See McDonnell, supra note 231; Harry Williams, Property Rights and Legal Reform in Township
and Village Enterprises in China, 2 ASIAN-PAC. L. & POL’Y J. 227 (2001); Shuai Wu & Tom Christensen,
Corruption and Accountability in China'’s Rural Poverty Governance: Main Features from Village and
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Corruaption in China, 6 INT’L J. RURAL CRIMINOLOGY 19 (2021).
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ample scope for opportunistic maneuvering and value maximization.*
Second, their relatively small size has made it difficult for the political center
in Beijing to oversee their multifarious activities soundly.?*® Third, and
relatedly, the greater independence from the national authorities,
administratively and financially, has translated into a soft (as distinct from
hard) bud%et constraint and substantial autonomy with regard to
investment.>*” The architects of China’s reform program can be said to have
created and nourished this corrupt practice-breeding and economic growth-
spurring institutional facade.?*®

The subnational-level cadres operating on the official side of the hazily
delineated boundary between the private and public segments of the politico-
economic space have increasingly come to be viewed as policy
entrepreneurs,”® with their long tentacles now reaching as far as venture
capital.>*® The literature on the subject has grown in volume, exhibiting
progressively greater breadth and depth, and furnishing rich theoretical and
practical insights. Yet, until Andrew Wedeman and Yuen Yuen Ang entered
this analytical realm, it remained fragmented, without a solid anchor and
with no easy answers to the question of how the corruption-economic-
development dynamics ultimately play out in the Chinese context.

At the heart of Wedeman’s exhaustive dissection of the subject at hand
lies the apparent paradox confronted by students of economic development,
seemingly conditioned to conceptualize the linkage between corruption and
economic progress in unequivocally negative terms.?*! This paradox stems
from the fact that, whatever angle it is scrutinized from and whatever sources
are dug into, China’s reform-era experience comes out as wholly inconsistent
with the profoundly antagonistic views emphatically propounded by the
flagbearers for the “Washington consensus” collectively espoused by leading
international financial institutions such as the International Monetary Fund
(IMF) and the World Bank, and incisively articulated by Paolo Mauro in his
influential paper on the topic.>*

The time-series data, collected and organized by Wedeman, and
extending over four decades, evidently lends support to his decision to
sharply depart from the position firmly held by international policy makers

2% See Yusheng Peng, Chinese Villages and Townships as Industrial Corporations: Ownership,
Governance, and Market Discipline, 106 AM. J. SocC. 1338 (2001).

236 See id.

237 See McDonnell, supra note 231, at 955.

238 See Yasheng Huang, How Did China Take Off?, 26 J. ECON. PERSP. 147 (2012).

239 See Zhu, supra note 200; Zhu & Xiao, supra note 200; Eun Kyong Choi & Kate Xiao Zhou,
Entrepreneurs and Politics in the Chinese Transitional Economy: Political Connections and Rent-
Seeking, 1 CHINAREV. 111 (2001); BRUCE J. DICKSON, RED CAPITALISTS IN CHINA: THE PARTY, PRIVATE
ENTREPRENEURS, AND PROSPECTS FOR POLITICAL CHANGE (2003); Alex Jingwei He, Manoeuvring
within a Fragmented Bureaucracy: Policy Entrepreneurship in China'’s Local Healthcare Reform, 236
CHINA Q. 1088 (2018); Jin Yang The Rise of Red Private Entrepreneurs in China: Policy Shift,
Institutional Setting and Political Connection, 61 CHINA ECON. REV. (2020); Chunyu Shi & Emilie
Frenkiel, Policy Entrepreneurship Under Hierarchy: How State Actors Change Policies in China, 6 J.
CHINESE GOVERNANCE 351 (2021); Liwei Zhang, Ji Zhao & Weiwei Dong, Street-Level Bureaucrats as
Policy Entrepreneurs: Action Strategies for Flexible Community Governance in China, 99 PUB. ADMIN.
469 (2021).

40 See Tom Hancock, How China s Communists Officials Became Venture Capitalists, BLOOMBERG
(Feb. 6, 2022), https://www.bloomberg.com/news/features/2022-02-06/where-is-china-investing-comm
unist-leaders-are-becoming-venture-capitalists?srnd=premium-asia.
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and their senior advisors.** This data set tells a “tale of two Chinas.”?** One
tale describes China as enjoying an uninterrupted economic boom in which
it is outperforming the vibrant industrialized economies of its dynamic
neighbors in terms of GDP growth.?*> The other tale is that China is awash
with corrupt practices, which are, surprisingly enough, bourgeoning rather
than receding, as reflected in the trend exhibited by Transparency
International’s CPI.2#¢

Moreover, this supposedly perverse pattern has not merely been a
national-level phenomenon, possibly a statistical aberration, but has also
clearly manifested itself at the subnational level upon the disaggregation of
the data.?*” Specifically, and perhaps even more surprisingly, provinces with
the highest economic growth rates, and possessing a reputation for being
“one step ahead” of others in genuinely embracing the economic reform
agenda, have had the highest, rather than the lowest, incidence of corrupt
practices, as proxied by the volume of disciplinary actions.?*® This incidence
rate has provided strong analytical underpinnings for the double paradox
(explosive economic growth and escalating corruption) construct.>*

According to Wedeman, this configuration has selectively been observed
elsewhere, even if there has been no dearth of exceptions to that unexpected
covariation.”>® Examples that fall into one of these two categories are readily
available.! Wedeman chose Japan and South Korea as cases lending support
to his thesis that widespread corrupt practices need not necessarily hamper
economic development; and the Philippines and Zaire as suggesting
otherwise.”>> Whereas the former two had enjoyed a remarkable rise in the
standard of living while being engulfed by extensive manifestations of
corruption, the latter two had not been able to shake off corruption’s adverse
effects.”> As Wedeman has pointed out, when juxtaposing South Korea’s
accomplishments with the Philippines’ and Zaire’s missteps, “While looting
by the Mobuto regime certainly destroyed the Zairian economy and
systematic rent scraping by Marcos hollowed out the Philippine economy
... in South Korea it appeared that corruption provided a way for the ruling
party to cash in on rapid growth and so provided an incentive to promote
development.”**

The economic pathway followed by Japan and South Korea, as well as
the other East Asian Tigers,”® except for Hong Kong, had institutional
features by virtue of which they earned the epithet of being “developmental

243 Soe WEDEMAN, supra note 47, at 1-4.
244 Id

25 77

246 Id

247 See id. at ix.

254 1
25 See THE FOUR ASIAN TIGERS: ECONOMIC DEVELOPMENT AND THE GLOBAL POLITICAL ECONOMY
(Eun Mee Kim ed., 1999).
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States.”?>® Such States are deemed to be “hard” in that they are unwaveringlsy
spearheaded by the politico-bureaucratic apparatus in a top-down fashion,?*’
unlike their incoherently drifting predatory or “weak” counterparts.?® In
such States, as Wedeman has opined, corrupt practices proliferate but are
predominantly of the structural variety, typically assuming the form of
“under-the-table, illicit “contributions” from big business to the ruling
party,”?* thus lacking the deep roots that normally render ongoing economic
expansion difficult to sustain.*®

Amplifying the paradox, Wedeman has asserted that, when it comes to
corruption, China cannot readily be placed in this developmental space.?®!
The reason is that countenance or encouragement of corrupt practices has
never been essential to maintaining CCP rule as the party has not had to buy
its way to power or receive payments to ensure that its hold on the
instruments of power does not loosen.?? Indeed, as seen recently, the CCP
has not hesitated to bring to heel businesses, however big, viewed as posing
a threat to the CCP’s authority.?** Rather, corruption in China has borne close
similarity to that witnessed in predatory and weak States.?** The implication
is that the second paradox confronted in this context is that of “concurrent
predatory corruption and rapid economic growth.”?®> To elaborate, the
Chinese experience may be noteworthy “not simply because it is an example
of coincident[al] high levels of corruption and rapid growth but because it is
a singular contemporary examﬁple of coincidental high levels of predatory
corruption and rapid growth.”?6

Wedeman has heavily drawn on the work of Ting Gong®*” and Sun Yan?®®
in his quest for a factually sound depiction and theoretically credible
explanation of the underpinnings of China’s double paradox.?® This has led
him to the conclusion that neither cultural legacy nor some innate
institutional anomalies have been the primary determinant of the nature of
Chinese corrupt practices and their interplay with economic development.?™
Rather, the key element of this complex equation has been the abruptness
and scale of economic reform, as well as its post-1978 evolution and the
structural-functional transitions encountered during this period.?”!

The adoption of that construction of events has paved the way for a
conceptualization of corruption by Wedeman as a dynamic, time-dependent,

26 See Charlotte Ng, The ‘Developmental State’ and Economic Development, E-INT’L RELS. (June
15, 2008), https://www.e-ir.info/pdf/488.

257 See id.

258 See WHEN STATES FAIL: CAUSES AND CONSEQUENCES (Robert I. Rothberg ed., 2004).

259 WEDEMAN, supra note 47, at 18.

260 See id.
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262 See id.

%3 See John Pomfret, China’s Leader Attacks His Greatest Threat, THE ATLANTIC (Jan. 25, 2021),
https://www.theatlantic.com/international/archive/2021/01/china-xi-jinping-business-entrepreneurs/617
777/ %https://perma.cc/CWRZ-HSYR].

2 g See WEDEMAN, supra note 47, at 5.

266 Z

%7 See generally TING GONG, THE POLITICS OF CORRUPTION IN CONTEMPORARY CHINA: AN
ANALYSIS OF POLICY OUTCOMES (1994).
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and heterogeneous phenomenon.”’? As economic reform broadened and
deepened, fueling breakneck economic growth in the 1990s, corrupt
practices thus metamorphosed from the1980s-style individualized variant of
power abuse to collective corruption featuring collusion between cadres and
their non-party allies who had established protective networks, referred to as
“protective umbrellas” (baosan) for the purpose of risk sharing.’” By the
same token, corrupt practices had assumed multiple forms, some reinforcing
the forward economic momentum and others, albeit to a lesser degree,
hobbling it.>’

Wedeman has not merely recycled ideas floated by other socio-legal
scholars. First, he has claimed that this intricate pattern may be preserved
considerably longer than generally assumed without inflicting material
economic damage.?’”® Second, he has decisively turned the picture upside
down by according economic growth the status of the cause and according
corruption that of the effect; in this way, he balances the forces between the
two such that the latter, via a feedback loop, has either greased the wheels of
the economic locomotive (not an entirely original proposition) or has lacked
the strength to contain it because it has been mostly confined to ultra-
dynamic pockets of economic activity.’’® Third, in an argument not
previously comprehensively articulated, he claims that the CCP’s periodic
anti-corruption campaigns have been so finely calibrated that they have
culminated in relatively low-level equilibrium between the drivers of
economic growth and the headwinds facing them, allowing economic
progress to proceed largely unhindered.?”’

Bo Rothstein has added a crucial dimension to this two-level synthesis
of seemingly contradictory elements.?’® Importantly, he has underlined
China’s apparent uniqueness by noting that China has managed to enjoy an
extended economic boom while evidently being weighed down by a plethora
of corrupt practices—despite lacking a high-quality Weberian-type
bureaucracy commonly regarded as vital for sustainable economic
development.?” Rothstein found an answer to this side of the double paradox
by highlighting the limitations of dichotomous typologies of bureaucracy
(Weberian versus non-Weberian) and postulating that there is a third one,
exhibiting strong dedication to a specific policy doctrine, which enables it to
steadily make headway toward its goals in a terrain rife with obstacles.?*°
Such a single-minded pursuit of a sharply focused politico-economic agenda
may have been the secret to the Chinese economy’s resilience in
circumstances where rampant predatory corruption would have otherwise
proven overwhelmingly costly.”®!
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The Wedeman, or Wedeman-Rothstein, account of the corruption-
economic development nexus in China may be considered a significant
contribution to the academic literature on the subject for three reasons. First,
this rudimentary comparative qualitative analysis has revealed the
limitations of a strictly quantitative data manipulation that shows statistical
regularities but leaves gaps in the knowledge repertoire. Second, if the
double paradox notion is sufficiently empirically grounded and the Chinese
experience is indeed without parallel, this paradox serves the same purpose
by accentuating the value of in-depth qualitative exploration of “deviant”
cases/outliers. Third, a number of potentially pivotal intervening/mediating
and contextual variables (developmental State angle, economic policy
content, time-dependency, heterogeneity of corrupt practices, pace of
economic activity, potency of countervailing forces, balance and even
harmony between the two, essence of bureaucratic constellation, and so
forth) have been incorporated into the theoretical framework and have
enriched it.

Ang’s journey far into the intellectual territory examined in this article,
while not friction free, is perhaps the most insightful, original, and thought-
provoking undertaking of its kind.?®* Her first step in that venture has been
to take issue with aggregate measures of corruption such as the CPI and the
World Bank’s Control of Corruption Index, which produce bundled scores,
one figure for each country, and proceed to unbundle the concept.”® Like
Wedeman, and to a lesser extent some of his like-minded predecessors, her
encounter with empirical realities has prompted Ang to embrace the
proposition that, to properly grapple with the workings of the linkage
between corrupt practices and economic development, the analysis needs a
viable basis for conceptual differentiation and to rely on it to place
manifestations of corruption in qualitatively distinct categories is a sin qua
non for correcting the distortions associated with the use of conventional
aggregate measures and presenting a more accurate picture of the unfolding
dynamics.?

A number of permutations are possible in this respect, but in order to
maximize analytical value and to strike a balance between nuance and
parsimony, Ang has opted for a two-dimensional differentiation scheme or
typology, with one side focused on the distinction between corrupt practices
that involve theft and those that involve exchanges, and the other side
highlighting the difference between elite-level and non-elite-level
corruption.”® The first dimension can be said to constitute a departure from
the pattern observed in the academic literature and may be deemed novel.?¢
As Ang has elucidated: “I distinguish between corruption involving two-way
exchanges between officials and social actors—including but not limited to
bribery—and corruption involving theft, such as embezzlement or
extortion.”?®” This is considered a crucial ingredient of her conceptual
structure because classical omissions of that factor result in a loss of essential
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information by failing to identify “state actors who steal from public coffers,
or who exhort without providing anything in return.”??

Ang’s two-dimensional framework has been instrumental in allowing
her to fruitfully unbundle corrupt practices and pinpoint variants that are
unalike in their influence on economic activity.”® Four categories have
emerged: petty theft (by non-elites); grand theft (by elites); speed money
(exchanges by non-elites); and access money (exchanges by elites).>” Ample
illustrations from diverse geographical contexts (Thailand for petty theft;
Nigeria for grand theft; India for speed money; and China for access money)
have been furnished to underscore the sound empirical underpinnings of this
conceptual blueprint and its virtually universal relevance.**!

Interestingly, the first three types are almost invariably illegal, but this is
not necessarily true of access money, which may be located within or without
the bounds of the law.?*> Examples of the former are bribes and kickbacks,
frequently witnessed in China.?*® Examples of the latter are opaque or
entirely legal exchanges without a cash component such as “cultivating
political connections, campaign finance, ‘revolving door’ practices (moving
between leadership posts in private and public sectors), and influence
peddling.”?** According to Ang, the academic literature is heavily centered
on speed money, with access money, which she views as “more sludge than
grease,”” relegated to the periphery.?*®

Whether legal or illegal, the four variants of corruption identified are
assumed to notably differ in their impact on economic vitality.>”’ An analogy
with drugs is invoked to equate petty theft and its grand counterpart with
toxic substances that together do the greatest harm to the economic facade
by depleting private and public capital.>*® Moreover, these types of corrupt
practices cripple law and order, discouraging foreign investors, foreign
visitors, and even foreign aid purveyors.?” The consequences of exchange-
based corruption are less obvious.*”’ One of the greasers’ most consistently
advanced contentions is that speed money in the form of petty briberoy
bolsters efficiency by enabling citizens to bypass bureaucratic bottlenecks.*"!
Ang is not prepared to unequivocally embrace this argument because of the
ﬁnanc}i(%l burden, tantamount to a tax, that this imposes on households and
firms.
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Access money, by contrast, is deemed to be the “steroids of
capitalism,”% playing the role of “growth-enhancing drugs.”*** Rather than
being regarded as a tax, it should be seen as an investment and is indeed
perceived as such by economic agents.’® For instance, “Chinese
entrepreneurs are willing to bribe their way into legislative congresses
because the benefits of networking with party-State bosses more than offset
the expense.”% It does not inevitably follow that access money is uniformly
beneficial for the economy as it, infer alia, distorts the allocation of scarce
resources; at the same time, however, it acts as a powerful economic
stimulant and the damage that it inflicts on the economic system normally
only manifests itself when the economy experiences a full-blown crisis,
which is a rare occurrence.*”’

Ang’s explanation of China’s deviant case, or paradox, is derived from
her typology and particularly the prominence accorded to access money
within this scheme.**® The point is that she thinks that this variant of corrupt
practices has been the principal vehicle for rent-seeking in the country since
the curtain fell in 1978 on the two-decade-long and enormously costly
Maoist experiment.® That pattern, in turn, may be accounted for by the
incentive structure adopted to mobilize politico-bureaucratic support for the
open-door policy.?!® This proposition is not entirely original, but Ang has
drawn an illuminating distinction between inducements given to high-
ranking cadres and those offered to their rank-and-file counterparts.®!! The
former have been won over by establishing a close linkage between the
prosperity of the local economy and their personal gains and the latter by
tying their considerable fringe benefits (“efﬁciency wage”) to the growth of
local tax revenue (a function of GDP expansion).*'?

Another economic development safeguarding element of this intricate
picture has been the central authorities’ initiatives to clamp down on types of
corruption most inimical to entrepreneurial dynamism.*'* According to Ang,
this is a sorely missing ingredient in analytical narratives liberally and
vividly tracing the evolution of “crony capitalism” and the proliferation of
corrupt practices in this milieu and elsewhere.*'* As she has argued,
“Corruption may induce communist officials to enthusiastically embrace
market reforms, but the central government has to steer them away from
corruption that damages growth and undermines state performance—theft
and extortion.™!?

The final component of this multifaceted explanatory framework is
intense subnational-level competition.*'® Ang has likened it to stiff electoral
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contestation in terms of the constraints that it seemingly imposes on
predatory corrupt practices in the Chinese context.’!” Given the imperative
of attracting a large amount of capital from a variety of sources, local leaders
are compelled to stamp out attempts by rank-and-file bureaucrats to enrich
themselves through petty theft and speed money.*'® Moreover, the constant
pressure to bring complex deals to fruition forces local leaders to grant cost-
containing or predatory corruption-minimizing preferences to investors and
to maintain a semblance of institutional effectiveness.*"”

Whereas Wedeman’s methodological approach is eclectic and rather
loosely structured, Ang exhibits a relatively high degree of methodological
consciousness. Data from multiple sources have been extracted and several
tools have been employed to dissect them with a view to determining
whether assertions, or hypotheses, regarding the relationship between
corrupt practices and economic development are empirically sound.??° This
comes close to qualifying as a mixed-methods research strategy.’!
Importantly, conventional aggregate measures of corruption have been
shunned in favor of disaggregated ones, and the data sets have been
configured accordingly.*”> The lack of similar scientific precision and
versatility detracts somewhat from the robustness of Wedeman’s theoretical
exposition without substantially diminishing its overall academic value.
There can be little doubt that both authors have palpably pushed the frontiers
of knowledge pertaining to the greasers’ side of the divide between scholars
who inject some positivity into the corrupt practices-economic development
nexus and those who are ill-disposed toward such a construction. That said,
it is uncertain whether they have gone as far as making a dent in the latter’s
conceptually and empirically underpinned assortment of negative premises.

VI. BACK TO THE FUTURE?

Over the years, the burgeoning manifestations of corruption in reform-
era China have been systematically and productively scrutinized by a
growing number of students of the country’s socio-legal landscape. Their
studies, individually and collectively, have greatly enhanced the
understanding of the etiology, features, and ramifications of corrupt practices
in that particular setting. Some of these surveys, notably those
comprehensively performed by Ting Gong®* and Yan Sun,*** have briefly
been alluded to earlier without fully highlighting their factual and
interpretative value-added because they provide a rather limited scope for
generalizing beyond their specific geographical confines, absent further
steps by “comparativists” to place them in a broader context.

817 See id.
318 See id.
319 See id.
320 See id. at 23-152.
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Wedeman’s and Ang’s contributions potentially transcend national
boundaries. But their contributions do not necessarily complement each
other, let alone combine to build a solid theoretical chain consisting of
mutually reinforcing elements. Wedeman has identified an anomaly in the
form of an apparent covariation, extending over decades, between predatory
corruption and economic development. Ang has challenged this diagnosis
and has proceeded to endeavor to illustrate that economic development may
be, and has been, sustained in circumstances where the seeds of a different
type of corrupt practice, access money, has been allowed to germinate but
predatory corruption has largely been suppressed.

This tension notwithstanding, Wedeman and Ang have nevertheless shed
much new light on the drivers of corrupt practices in post-Mao but
continually CCP-governed China, these forces’ evidently unparalleled
constellation, and above all the possibly unusual role they have played in the
process of economic development. Even if only a handful of their insights
were found to be conceptually and empirically flawless, they would still
constitute a meaningful contribution to comparative socio-legal inquiry,
rather than being otherwise limited to a Chinese politico-economic
environment marked by “peculiar characteristics.”** That is due to these two
authors’ portrayal of the corruption-economic development dynamics in a
distinct manner that materially diverges from the rich body of findings
pertaining to this controversial subject and yet which cannot be overlooked.

Such distinctiveness serves as a useful and timely reminder that the
quantitative analysis of a large volume of data, culminating in sweeping
observations, needs to be supplemented with diachronic, in-depth
explorations of individual cases, followed by a synthesis of information
generated by pursuing a host of research strategies. Corrupt practices and the
milieu in which they are embedded are too complex to be squeezed into a
technically anchored, tight straitjacket. Wedemen’s and Ang’s work brings
into particularly sharp focus the crucial importance in this and comparable
contexts of investigations of deviant, extreme, or most different cases (which
may be contrasted with most similar, pathway, and typical cases).>?°

Wedeman and Ang have made two additional notable contributions,
conceptual and methodological, to the literature on the linkage between
corrupt practices and economic development. Specifically, from a conceptual
angle, they have pinpointed manifestations of corruption that seldom, if ever,
are highlighted in the writings of other socio-legal scholars. Moreover, and
this is again a novel feature, their typology construction has directly been
geared toward fruitfully delving into the intricacies of the interplay between
corrupt practices and economic development.’?” Ang’s notion of access

325 See YASHENG HUANG, CAPITALISM WITH CHINESE CHARACTERISTICS: ENTREPRENEURSHIP AND
THE STATE (2008); A Future, but with Chinese Characteristics, THE ECONOMIST (June 23, 2021),
https://www.economist.com/special-report/2021/06/23/a-future-but-with-chinese-characteristics
[https://perma.cc/L3YR-UEWT].

3% See John Gerring, Case Selection for Case-Study Analysis: Qualitative and Quantitative
Techniques, in OXFORD HANDBOOK OF POLITICAL METHODOLOGY 645 (Janet M. Box-Steffensmeier,
Henry E. Brady & David Collier eds., 2008); Jason Seawright & John Gerring, Case Selection Techniques
in Case Study Research: A Menu of Qualitative and Quantitative Options, 61 POL. RSCH. Q. 294 (2008).

327 See " KENNETH D. BAILEY, TYPOLOGIES AND TAXONOMIES: AN INTRODUCTION TO
CLASSIFICATION TECHNIQUES (1994); D. Harold Doty & William H. Glick, Typologies as a Unique Form
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money is a telling example because it stands out in terms of being an original
concept and closely matching her research objectives.

From a methodological perspective, Wedeman and Ang, particularly the
latter, have compellingly shown that different forms of corruption have
different economic consequences, calling into the question the widespread
reliance on aggregate indicators in projects aimed at gauging those impacts.
Ang has gone a step further in developing disaggregated measures of her
own and applying them with a degree of success. Whether or not one agrees
with the results, there can be little doubt that by inspirationally raising
relevant methodological questions and resourcefully seeking right answers,
Ang has laid the foundation for a more nuanced approach to the study of the
effects of corrupt practices. Her influence in this respect is likely to prove
long-lasting.

That said, Wedeman’s and Ang’s pathbreaking surveys have flaws that
preclude them from decisively propelling the greasers’ agenda beyond its
traditional parameters. A fundamental shortcoming stems from insufficient
concept extension®*® or from narrowly equating economic growth with
economic development.*” This is scientifically a rather old-fashioned
practice and may be misleading if the necessary recalibration is not
adequately made. As matters stand, economic development is viewed as an
elastic concept reflecting headway in realms such as education and health
(the United Nations’ Human Develog)ment Index),*’ environmental
preservation (green national product),’”! social advancement (genuine
progress indicator),>**> and happiness/life satisfaction (gross national
happiness).** These are spheres of developmental activities in which China
has generally not fared well, casting a shadow over its strictly material,
reform-era achievements.**

Moreover, Chinese economic growth over the past four decades or so,
while solid, may have been less spectacular than the expansion of its real, or
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WORLD ATLAS (Apr. 25, 2017), https://www.worldatlas.com/articles/the-green-national-product-an-
alternative-to-the-gross-national-product.html [https://perma.cc/U9PF-LGG3].

332 See Genuine Progress Indicators, GROSS NAT’L HAPPINESS USA, https://gnhusa.org/genuine-
proggsegs-indicator/ [https://perma.cc/SKZ2-RR73] (last visited Aug. 15, 2022).

See id.

334 See Chenghua Guan, Yuwei Weng, Jing Zhao, Yongsheng Lin, Wei Zhang & Qin Tu, Examining
China's Sustainable Development Based on Genuine Progress Indicator, 28 SUSTAINABLE PROD. &
CONSUMPTION 1635 (2021); China, U.N. DEV. PROGRAMME: HUM. DEV. REPS. (Sept. 8, 2022),
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inflation-adjusted, GDP suggests.**> Estimates vary according to the source,
as does the reliability of the data, but the growth of value-added tax (VAT)
revenues,’*® evidence obtained from trading partner statistics,*’ and
accounting distortions (stemming from subnational government’s propensity
to invest in ?rojects that are economically unviable and incorrectly marked
to market),>*® when taken together, paint a picture of an economy that is
smaller and less dynamic than commonly assumed. Ang is to be commended
on making appropriate and long-overdue adjustments to conventional
indicators of corruption but should at the same time be faulted (this applies
to Wedeman as well) for leaving the other side of the equation intact.

To further complicate matters, the quality of the reform-era, drawn-out
expansionary cycle, may leave something to be desired. Specifically,
massive injections of cagpital have been required to sustain it, resulting in low
productivity growth.**® This may be attributed to the nature of the
governance regime, marked by fuzzy property rights, institutional inertia,
lack of genuine economic freedom, persistent and steadily increasing
dependence on State capitalism, and rule by law punctured by reversions to
rule of man (as distinct from rule of law).>** Corrupt practices may be
regarded as an integral part of that unmalleable system and should not be
viewed in isolation without considering the broader context.

While Ang touches briefly on the adverse side-effects of access
money,**! both she and Wedeman accord scant attention to the economic cost
of corruption. Using complementary data sets and alternative measures of
corrupt practices, Bin Dong and Benno Torgler have determined that such
activities in China aggravate environmental degradation and income
inequality, depress government expenditure on education, public health, and
research and development, and diminish FDI flows into the country’s

335 See Wei Chen, Xilu Chen, Chang-Tai Hsieh & Zheng (Michael) Song, 4 Forensic Examination
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regions.>*? By the same token, Nicholas D’Amico has found that these
activities slow down economic growth at the subnational level.>** Such and
similar costs should duly be weighed against any possible benefits.

Severe environmental degradation, vividly documented by Elizabeth
Economy,** has been a crucial area of concern, from an international as well
as a Chinese perspective. As Dong and Torgler have carefully demonstrated,
corruption has been one of the culprits. However, there has been a tendency
to assess its impact independently and thus to underestimate it.**> That
pattern has now been partially reversed and there is, for instance, research
showing how corrupt practices and the hidden economy have combined to
wreak environmental havoc in China.?*® This is a dimension that has sorely
been missing from multifaceted surveys such as those delivered by Wedeman
and Ang.

Key claims put forward by the two authors may also not be entirely
tenable. Wedeman, for one, has laid much store by the power of the
anticorruption campaigns to offset the adverse effects of corrupt practices.
Yet, there is little evidence that these defensive ogerations have had any
discernible positive influence on economic growth.**” Indeed, the opposite
may be true.**® By the same token, as Wedeman himself has pointed out, the
inferences that Ang has drawn regarding the high incidence/prevalence of
elite-level corrupt practices (that is, access money and, to a lesser degree,
grand theft) and the low incidence/prevalence of the grassroots-level
manifestations of this phenomenon (that is, petty theft and speed money)
may be misplaced because they are based on sources that overreport the
former and underreport the latter.’*

Wedeman and Ang’s inherently macroscopic approach may account for
another missing ingredient in their theoretical edifice. While monitoring
corruption through a microscopic lens at the individual entrepreneur level,
Kimberly Eddleston, Elitsa Banalieva, and Alain Verbeke have observed
that, when they pay bribes, these actors “may in the longer run be enacting a
‘new normal’ business environment 5perceived as high in obstacles,
especially in transition economies.”*® This, in turn, renders them
“vulnerable to the dangers of perceiving greater obstacles over time and
enacting an obstacle-ridden ‘new normal’ business environment.”*! The
idea that anticorruption campaigns or any other similar policy turnarounds
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may overnight erase such economic growth-impeding attitudes lacks certain
credibility.*>?

A line of reasoning that runs from Susan Shirk to Yuen Yuen Ang, two
accomplished and creative scholars, implies that rampant corrupt practices
have been a “necessary condition™ for economic develo?ment in the
Chinese context. A simple counterfactual thought experiment*** may oppugn
this firmly entrenched idea. Let’s assume that the CCP was led to victory
against its Nationalist foes in 1949 by Lee Kuan Yew, the “founding father”
of the Republic of Singapore, rather than Mao Zedong, and that the former
established an authoritarian-style capitalist regime, but one basically
governed by rule of law and free of corruption. Because of its size, China
would have perhaps not been able to emulate Singapore’s developmental
accomplishments, even if it might have been able to match those of Japan.
Let’s also assume that, as the hypothetical architect of the post-1978 Chinese
reform program, Lee Kuan Yew would have chosen the path he followed at
home rather than the strategy embraced by Deng Xiaoping, China’s greatest
leader of the modern era, if not an infallible one. It would be legitimate to
infer that the Chinese people would today be in the position to enjoy a
standard of living comparable and possibly better than their Taiwanese
compatriots and at a lower cost, broadly speaking. The notion of historical
inevitability has compellingly been discarded by the prominent Ehilosopher
Isaiah Berlin in his 1955 trenchant critique of determinism,*™’ and it is
debatable whether resurrecting it, other than for descriptive and related
explanatory purposes in these special circumstances, is a sound course of
action.

VII. CONCLUSION

A one-dimensional construction of corrupt practices has given way to a
multidimensional one, tangibly enhancing the understanding of this complex
phenomenon in its various aspects. At the same time, the “intellectual
diversification” that has ensued has ineluctably induced a healthy (for the
most part) rise in previously latent analytical controversies and a revival of
old ones. Among the latter, the intensifying tension within the set of socio-
legal researchers, whose work is influenced by the law-and-economics
school of thought but who are divided in their views regarding the impact of
corruption on economic development, stands out because of its substantial
policy relevance at both the macro and micro levels.

A growing volume of quantitatively based inquiries seems to have settled
the issue in favor of those who see no virtue in pursuing greater economic
welfare via strategies that leave room for corrupt practices. However, two
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novel and thorough qualitatively oriented investigations, incorporating
elements of the versatile mixed-methods approach, may have slightly tilted
the picture in the opposite direction. These studies have focused on China, a
country where corruption has deep historical roots and where it has
mushroomed in the past four decades or so. On the face of it, the findings
generated by the scholars who have conducted those studies clearly suggest
that, if certain conditions are met, corruption and economic development
may comfortably occupy the same space. Even if the choice is made to regard
this pattern as a deviant, extreme, or most dissimilar case, this choice cannot
be overlooked because of the potentially wider lessons for what remains an
incompletely chartered territory and the fact that this choice involves a major
regional and global power.

There is virtual agreement that the Chinese “economic miracle” has been
“caused” by a mixture of outward-looking policies geared toward
maximizing the country’s comparative advantages—high savings rate and
massive investment, gradual domestic liberalization, fiscal decentralization,
and ample supply of labor in the rural areas.*>® The authors in question do
not challenge this diagnosis or insist that corrupt practices be selectively
added to the list. Indeed, their research design does not feature a formal
causal structure along the lines observed in the academic literature on case
study analysis.>*’ It is nevertheless reasonable to infer that they treat
corruption as a mutually reinforcing intervening/mediating variable that has
contextually played a complementary role to the economic drivers identified
above rather than one that has operated as a mutually antagonistic force.?*
We believe that, despite the enormous descriptive and explanatory insights
furnished by them, this calls for a leap of faith that is insufficiently supported
by the evidence provided. As a practical test of the viability of the vision
invoked, it would be inconceivable to suggest that the IMF, World Bank, or
any of its regional counterparts should recommend that industrializing
countries, including those belonging to the access money category,
incorporate Chinese-style corrupt practices into their development-
promoting strategies.
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