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Abstract 

 

 

This paper analyzes the regional differences in corruption levels for European countries emerging from the 

Soviet Union and its satellite states. It proposes that there was a culture of corruption during communism that 

was carried over by the newly formed democratic governments. The first section of the paper analyzes this 

proposal and finds sufficient arguments to support it. The following section provides an empirical analysis of 

several factors previously found to alter the corruption levels in a region. It takes data from 13 post-communist 

countries, grouped in 4 regions based on their relation with the Soviet Union and their respective economic 

performance. The models suggest  that the abundance in finite natural resources and the establishment of a 

rule of law culture are good explanatory factors for the regional differences. The last section of the paper 

analyzes these results using a relation between the two drivers and privatization as described by Hoff and 

Stiglitz (2004). It concludes that this relation supports the findings of the empirical analysis and therefore that 

the combination of the two factors is explanatory for the regional differences. 
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Introduction 

 

Widely accepted definition of corruption as described by Rose-Ackerman(1974) is that corruption represents 

an abuse of public office for private gain. Differently, it can be interpreted as a ‘deviation from accepted norms 

for private advantage’(Huntington, 1989). The General Theory of Corruption as put forward by Rose-

Ackerman(1974) states that corruption is understandable from a criminal’s point of view if the benefits 

associated with it exceed its costs. On the other hand, more recent theories looked at other sources and 

explanations for corruption. De Sardan(1999) proposes another view on the motivation behind it when 

describing the morality of corruption,, focusing on the African culture. He argues that, although the legal 

framework provides a clear separation between legal and illegal activities, the respective social norms of 

different communities are able to create a moral culture of corruption. He explains that once corruption is an 

important part of quotidian activities it develops into a cultural factor altering the behavior of individuals 

living in that society(de Sardan, 1999). Further, de Graaf adds to this theory and proposes that in such a society 

corruption itself is the cause of corruption. According to the classification of theories made by de Graaf, the 

moral source falls under ‘organizational culture theories’(de Graaf, 2007). This theory states that individuals 

engage in these types of illegal acts based on moral vices developed by the society that they live in. The 

creation of a culture of corruption is stimulated by the scarcity of resources available and a slow bureaucratic 

system(de Sardan, 1999). This description of the environment follows the general knowledge about the 

communist period. Accordingly, the first section of this paper provides a literature review of the sources of 

corruption in post-communist countries and why it can be considered that the culture of corruption present 

during the socialist regime was carried over by the emerging democracies. 

The Union of Soviet Socialist Republic consisted in 15 republics and 6 other satellites coordinated by the 

central government. This autocratic regime worked as a highly centralized political and economical system 

with the central government in Moscow(McCauley & Dewdney, 2018). The fall of the Soviet Union in 1991 

saw the emergence of new countries adopting a democratic system. The magnitude of the former communist 

society implied heterogeneity among the population. Multiple ethnic groups following different religions or 

beliefs were living under policies conducted by the autocratic system(McCauley & Dewdney, 2018). 

Therefore, after the newly formed, theoretically democratic, governments gained power, former socialist 

countries started diverging in their development paths and regional differences appeared. Accordingly, the 

second section of this paper will analyze different economical, cultural or political factors that have been 

found in previous studies to alter the level of corruption in a country. This analysis provides important 

information on the topic by studying the causes behind the different developments of corruption levels in the 

region. That countries in the area performed differently in terms of corruption development is quite evident 

from observing their respective evolution of the Perceived Corruption Index(CPI). For the chosen sample, 
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over the span of 20 years(1997-2016), the average CPI level is 4.31. The best performing country is Estonia 

(average CPI of 6.3) while the most corrupt country denoted by the index is Ukraine (average CPI 2.45). Based 

on geographical and ethnical characteristic this paper investigates the differences between four groups of 

countries, Baltic, Eastern, Balkan and Central2. The average CPI index for the Baltic group is 5.2 compared 

to 4.9 for the Central group, while the Balkan and the Eastern group scored an average of 3.6 and 2.7 

respectively. This separation allows for a cross-regional comparison. Further, the third section of the paper 

provides a thorough analysis of the most important findings and their implications in explaining the regional 

differences. 

Consequently, the goal of this paper is to determine whether there was a culture of corruption carried over by 

post socialist countries from the communist period and, using empirical evidence to analyze what drivers are 

the best at explaining the differences between these regions3 in corruption levels. This paper builds on the 

available literature on the topic of corruption and adds valuable information to it by analyzing the specific 

case of post-socialist countries. Empirical studies on the causes of corruption have been made by 

Mauro(1995), Treisman(2000) or Ades & Di Tella(1999). Specific regional studies have been developed 

before, however none , to the extent of my knowledge, tackled the problem of corruption in this particular 

region by providing an explanation for its source and the regional differences. 

 

 

 

 

 

 

 

                                                           
1 The Perceived Corruption Index developed by Transparency International is built on a scale from 1 to 10, with 10 being the best 
performing country. 
2 Baltic countries are Estonia, Latvia and Lithuania. Eastern countries are Russia, Moldova,  Ukraine and Belarus. Balkan countries 
are Bulgaria and Romania. Central countries are Poland, Hungary, Czech Republic, Slovakia. 
3 Data comes from 13 countries either part of the Soviet Union: Russian Federation, Moldova,  Belarus, Ukraine, Estonia, Latvia 
and Lithuania or that acted as a satellite by having a communist government in close relations with Moscow: Romania, Bulgaria, 
Poland, Czech Republic, Hungary and Slovakia. 
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I. Culture of Corruption in the Soviet Union 

 

The wide footprint of corruption and its implications during the communist regime is described in many 

papers. Sampson identifies and discusses different means of corruption happening in the Soviet Union. He 

argues that corruption acted as a lubricant for the economic system, representing the bridge between the 

dysfunctions of the supply and demand system(Sampson, 1987). Communist society experienced both high-

end corruption and petty corruption under the forms of patronage relations, briberies and abuse of political 

power(Sampson, 1987). Malinowski describes a system of exchanges present in the African society. ‘Kula’ 

represents a system of exchanging gifts between individuals(Siegel, 2011). Gift-giving is an important part of 

the African society and should not be identified with bribery(de Sardan, 1999). Similarly, under the name of 

‘blat’ (Russian for bartering) an exchange system for favors existed in the Soviet Union(Ledeneva, 1998). 

Ledeneva analyzes this system using surveys and interviews from individuals taking part in it. They describe 

‘blat’ as being present at all levels of the society mainly under the forms of clientelism and patronage relations. 

This bartering of favors was so embedded into the culture of the society that refraining from it could lead to 

marginalization and exclusion from the society(Ledeneva, 1998). The magnitude and importance of this 

system was analyzed by Endre Sik(1996) who tested whether the exchange of favors was more important in 

communism than capitalism and in post-communism than communism respectively. He confirms both theories 

using survey data and arguments from sociological theories. 

Privatization has been identified as one of the main forms of corrupt activities starting from the government 

in post-communism era. The argument behind privatization is that the private sector is better equipped than 

the public one to manage companies because of the owners desire to maximize the companies profits, therefore 

promoting economic growth.. The vast majority of former communist countries in the Europe adopted a mass 

privatization program(Hamm, King & Stuckler, 2012). This process implied giving vouchers to the population 

that could further be exchanged into company shares. The above cited authors argue that this process did not 

reach its goal, but instead it undermined state-capacity and reduced economic performance via different ways. 

Firstly, and most importantly, the privatization process has been conducted in absence of strong, democratic 

institutions as the idea of promoting private property was considered vital for the transition to 

democracy(Hamm, King & Stuckler, 2012). Therefore the process was conducted rapidly, aiming at 

privatizing full economies in short periods of time, right after the transition from communism. Public 

institutions did not have the necessary experience, nor sufficiently embedded democratic values to sustain the 

normal development of such a process. Accordingly, mass privatization delayed the establishment of 

democratic values among institutions. Secondly, mass privatization lead to principal-agent problems that 

stimulated corruption. The process worsen the performance of many former publicly owned companies 

because of the lack of managerial ability of the new owners. Moreover, the domestic nature of the process 
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incapacitated companies to attract foreign investments. Overall, the process resulted in a reduction of 

economic growth for countries adopting it(Hamm, King & Stuckler 2012). According to empirical studies on 

corruption, lower economic growth is associated with higher levels of corruption(Mauro,1995). Further, 

private ownership lead to an increase in briberies to government officials since new owners’ inertia made them 

apply socialist culture in managing the companies(Hoff & Stiglitz, 2004).  Thirdly, mass privatization reduced 

state capacity by the lack of monitoring ability demonstrated by public institutions. Pre-democracy data was 

absent or lacked transparency, therefore companies were privatized at prices below their true market value to 

people from different backgrounds. For example, by 1993 the Ministry of Internal Affairs in Russia stated that 

approximately 30% of the privatized companies were managed by the Mafia now(Sampson, 1987). All in all, 

it appears that the main problem of mass privatization was the public institutions lack of ability to oversee and 

manage process. 

Sajo (2003) identifies four reasons why countries emerging from the Soviet Union have experienced more 

corruption in the transition process from communism to democracy. Firstly, he agrees with Treisman (2000) 

that democracy itself does not lead to a decrease in corruption. Instead, is the long exposure to democracy that 

reduces the perceived level of corruption in a country. Secondly, he argues that already established 

organizations will pressure the newly formed government to ensure their survival and continuation after the 

change of regime. Consequently, since transition period governments do not have a history of strong 

democratic values and established rule of law doctrines they can be influenced to meet the demands of the 

organizations. Thirdly, a centralized political system might be better suited to control corruption as the rent-

seeking behavior is reduced. Moreover, in an autocracy the central authority usually has a longer period of 

ruling compared to a democracy. Assuming that individuals are rational and self-interested, they should 

engage in a rent-deployment behavior in such a way that it benefits them into the long-run. On the other hand, 

in a decentralized political system, the officials would want to maximize their profits in the shortest period 

possible leading to a more aggressive corrupt practices(Treisman, 2000). Lastly, he identifies that modern 

democracy comes with embedded corrupt practices in electoral campaigns and other forms associated with 

it(Sajo, 2003). A correct interpretation of the relation between corruption and democracy in Eastern Europe, 

according to Sajo, is that corruption weights more than democracy, while democracy is a stall for corruption. 

Stefes (2008) argues that all the emerging countries from the Soviet Union have inherited a  system of 

corruption similar to the one present there. His initial hypothesis is that the type of transition from communism 

matters for the newly formed government. He studies the cases of Armenia, which experienced a peaceful 

transition from communism lead by negotiations between political parties, and Georgia, which had a more 

violent switch from one regime to the other(Stefes, 2008). After applying his model to other ex-communist 

countries he concludes that most, if not all, the governments had carried over a corrupt system from the 

previous period. His findings are supported by Holmes(1997) who argues that corruption in ex-soviet countries 

is much more serious matter than other corruption cases. He further argues the risk that treating corruption in 

these countries on a general basis can lead to. Huntington described the political modernization process, that 
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is the transition from an autocratic system to a more democratic one as being accompanied by an increase in 

corruption(Stefes, 2008). He follows by explaining the case of post-communist countries and their transition 

period after the fall of communism. He refers to the switch from a ‘monolithic system of bribe collection’ 

ruled by the Communist party to the decentralized system associated with democracy. In this new system the  

bribes were not only pursued by the central authority, but also by other newly found public institutions 

(Holmes, 1997). 

Taking everything into account, I argue that there are sufficient arguments to believe that European post-

socialist countries have carried over a culture of corruption from the Soviet Union and the communist regime. 

The following section starts to analyze the differences in corruption levels between former socialist regions in 

Europe. 

 

II. Empirical evidence on cross-regional differences in corruption 

levels 

 

Methodology  

The results will be taken from an empirical analysis using Stata. Data has been collected for 13 countries either 

part of the Soviet Union(Belarus, Ukraine, Russia, Moldova and the Baltic countries Estonia, Latvia and 

Lithuania) or that acted as its satellites(Bulgaria, Czech Republic, Hungary, Poland, Romania, Slovakia).  The 

data has been computed for a period of 20 years, from 1997 to 2016. These countries have been grouped into 

four regions based on the type of relation that they had with the Soviet Union and economic and political 

performance. See the table below for the group division 

 

Group variable name Countries Average corruption score 

central Czech Republic, Hungary, Poland, Slovakia 4.97 

baltic Estonia, Latvia, Lithuania 5.21 

balkan Bulgaria, Romania 3.68 

eastern Belarus, Moldova, Russia, Ukraine 2.67 

Table 1- Regional groups classification 

 



 10 

The Baltic countries were republics part of the Soviet Union until 1991, therefore they could have been 

included in the eastern group. However, I argue that after their emergence as independent countries they 

diverged from the other ex-soviet republics in terms of economical and political performance. Accordingly, I 

argue that they should be treated as a separate, independent group. Same reasoning is applied for including 

Romania and Bulgaria in a different group than the other countries that were satellites of the Soviet Union. 

Their economic performance and average score on the corruption index suggest that they had a different 

evolution than Poland, Hungary, Slovakia and Czech Republic (see Appendix 2). Moreover, Romania and 

Bulgaria were not included in the 2004 Eastern Enlargement of the European Union, unlike all the other 

satellite countries, but they gained membership in 2007. Taking these factors into account I argue that their 

inclusion in a separate group is reasonable. 

This study aims to analyze the differences in corruption levels between these four groups of countries by 

analyzing different factors found to alter the development of corruption. The Perceived Corruption Index 

developed by Transparency International is the dependent variable for the model. The explanatory variables 

were chosen based on the available literature on the factors altering the level of corruption in a region. These 

factors and their effects on the level of corruption have been previously tested in Mauro(1995), 

Treisman(2000), Ades & Di Tella(1999) or Iwasaki & Suzuki(2007). At the same time, Lambsdorff(1999) 

provides and extensive literature review on the topic. The following table provides a description of the  

variables. 

 

CPI Perceived Corruption Index developed by Transparency International; scale 0-104 

0- Most corrupt 

10- Least corrupt 

GDPln Logarithm of the per capita economic development 

crisis Dummy variable taking the value 1 for the years representing the last economic crisis(2007-

2008); value of 0 otherwise 

male The percentage of males out of the total population within a country 

urban The percentage of people out of the total population living in urban areas 

imports Trade openness measured by the share of imports as percentage of GDP 

                                                           
4 Starting with 2012 the index has been published on a scale from 0 to 100. For this period the index has been re-scaled from 0 
to 10 
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expense The size of the government measured by the total government expenditure as percentage of GDP 

women The percentage of seats in the parliament occupied by women 

EU Dummy variable accounting for the years that the country was part of EU 

0- Not in the EU in that specific year 

1- Part of the EU in that specific year 

FH Dummy variable accounting for the degree of Democratic Freedom, with respect to the 

classification by the Freedom House Organization 

      1- Not Free 

2- Partially Free 

3- Totally Free 

FP Dummy variable accounting for the degree of Freedom of the press in the specific country, as 

classified by the Freedom House Organization 

1- Not Free 

2- Partially Free 

3- Totally Free 

rule Rule of Law Index measuring the quality of governance developed by World Justice Projects; 

scale -2.5 to 2.5 

fuels Abundance in natural resources measured by the percentage of exports of fuels and minerals 

relative to the total level of exports 

Table 2 – Variables description 

 

This paper uses the Corruption Perceived Index as an estimate for the actual corruption level in a country. 

Real estimates of corruption are difficult to obtain since the nature of corrupt activities involves lack of 

transparency. Rose-Ackerman suggested that the country’s consumption of cement is a good indicator of 

corruption because of its high usage in public procurements for infrastructure operations(Rose-Ackerman, 

1974). Similarly, other researchers inspected other potential factors for expressing corruption such as the 

quality of the pavement (Tanzi & Davoodi, 1997 as in Lamsbdorff, 1999) or the efficiency of transportation 

companies(Lamsbdorff, 1999). The quality of these studies is not to discuss in this paper, however their 

estimates are hard to replicate due to the difficulty in acquiring the necessary data or the longevity of the 

studies. At the same time, there are concerns regarding the ability of perception based indexes to reflect the 

real levels of corruption(Wilhelm, 2002). Nevertheless, fundamental studies on the topic used the Corruption 
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Perceived Index developed by Transparency International and argued about its robustness. Mauro(1995) 

argues that this index is a viable estimate of the real corruption levels based on the high correlation with other 

perception based indexes such as the BI indicator developed by the World Bank or the ICRG index. He argues 

that the methods of computing these indicator are different, but their results are similar, indicating a precise 

approach for each of them. Treisman(2000) agrees with Mauro and pursues in using the Corruption Perceived 

Index in his studies. Accordingly, I argue that the use of this index follows fundamental studies on the topic 

of corruption making it a reasonable choice. 

The first studies on this topic suggested that corruption might be beneficial in particular cases to bypass a slow 

bureaucratic system and, potentially, have a positive effect on economic growth. However, starting with 

Mauro(1995) there has been a consensus that higher corruption leads to lower economic growth via a decrease 

in investments. He argues that the relation holds double way. For the robustness of the models, economic 

growth per capita has been included the vast majority on the empirical analyses on this topic. Accordingly, 

following Iwasaki & Suzuki(2007) all the models used in this paper correct for the logarithm of the economic 

development per head. Further, I argue that for this specific study controlling for membership in the European 

Union is highly important since one of the main requirements for entering the union is the ability to combat 

corruption. Considering this, the fact that not all the countries used in this study are part of the EU, omitting 

to control for it increases the chances of having biased results. Lastly, the span of the study, 1997-2016, 

includes the period of the last economic crisis. I argue that the nature of this phenomenon lead to behemoth 

alterations in economic factors, government performance and individual behavior, therefore the inclusion of 

a dummy to control for the years of 2007 and 2008 is needed. Consequently, all the models used in this paper 

correct for EU membership and the period of the economic crisis. To avoid heteroskedastic results all the 

regressions are expressed using the Stata in-built command, robust. 

 

 Results 

Firstly, in interpreting the results one should ignore the significance levels. I argue that, compared to other 

similar studies on corruption, the sample size used by this paper is small, potentially creating insignificance. 

Instead one should look at the direction and size of the effects of the regional groups variables. In interpreting 

the results, one should also bear in mind that most of the data consists in estimates developed by different 

institutions or NGOs.  



 13 

 (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

 CPI CPI CPI CPI CPI CPI CPI CPI CPI CPI 

GDPln 0.168 0.160 0.340** 0.229 0.240 0.247* 0.249* -0.0350 0.178 0.179 

 (0.174) (0.169) (0.106) (0.148) (0.139) (0.108) (0.110) (0.179) (0.187) (0.182) 

           

EU 0.632** 0.531* 0.506** 0.597** 0.593** 0.535** 0.534* 0.535* 0.621* 0.631** 

 (0.230) (0.234) (0.168) (0.190) (0.181) (0.201) (0.231) (0.217) (0.242) (0.230) 

           

crisis -0.246* -0.254* -0.242* -0.268* -0.268* -0.243 -0.244 -0.150 -0.251* -0.247* 

 (0.117) (0.121) (0.115) (0.123) (0.125) (0.132) (0.132) (0.0953) (0.116) (0.116) 

           

baltic 1.792** 1.804*** 1.221 1.885*** 1.918** 1.806** 1.805** -0.488 1.671** 1.629** 

 (0.552) (0.495) (0.684) (0.569) (0.586) (0.561) (0.549) (0.667) (0.591) (0.599) 

           

balkan 0.489* 0.611*** -0.0947 0.305 0.187 0.542* 0.541* -0.525 0.372 0.417 

 (0.238) (0.181) (0.458) (0.615) (0.797) (0.266) (0.268) (0.368) (0.253) (0.232) 

           

central 1.327*** 1.356*** 0.455 1.213** 1.115 1.331*** 1.330*** -0.825 1.206*** 1.172*** 

 (0.283) (0.247) (0.476) (0.425) (0.654) (0.307) (0.323) (0.474) (0.330) (0.321) 

           

imports  0.00834         

  (0.00433)         

           

fuels   -0.0363*        

   (0.0143)        

           

urban    -

0.0587** 

-

0.0626** 

     

    (0.0202) (0.0225)      

           

male     0.0561      

     (0.217)      

           

women      0.00127 0.00111    

      (0.0167) (0.0177)    
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Table 3- Regression results 

 

The first model should be regarded as the benchmark of the test. The goal of the models is to show what 

drivers caused the difference in performance between regions, therefore the focus should be on the coefficients 

of the regional variables(Balkan, Baltic, Central). Since the Eastern countries performed the worst, the results 

should be interpreted relative to this group. Accordingly, the first models informs that the three tested regions 

perform better than the Eastern countries when corrected for economic growth per capita, EU membership 

and the years of the economic crisis. Specifically, Baltic countries have the best performance, followed by the 

Central group and the Balkan one. Moreover, the first model respects the findings of Mauro(1995) and 

Treisman(2000) that economic growth per head is positively related to perceived corruption indexes. Lastly, 

EU membership, as expected has a strong positive effect on CPI, while the crisis period leads to worse 

corruption levels.. 

The second and the third model inform about the effect of economic drivers on the corruption index. As 

suggested by literature, trade openness as percentage of GDP and the country’s richness in natural resources, 

measured by the fuel exports as percentage of total exports, alter the corruption level in a country. The third 

model includes the first tested economic variable, imports, but shows no explanatory results. The coefficients 

of the regional variables show small fluctuations, however not to a sufficient level to be considered that trade 

openness is significant for the purpose of the model. The second model includes the variable fuels in the 

expense       -

0.000223 

   

       (0.0357)    

           

rule        1.660***   

        (0.275)   

           

FH         0.0861  

         (0.118)  

           

FP          0.0949 

          (0.110) 

           

_cons 1.468 1.070 0.969 4.818* 2.355 0.775 0.767 4.360* 1.246 1.244 

 (1.408) (1.354) (1.032) (1.997) (10.60) (0.924) (0.602) (1.707) (1.709) (1.571) 

N 249 249 246 249 249 241 241 249 249 249 

R2           
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regression. Its effect is small, but negative, supporting the previous findings that countries abundant in natural 

resources are perceived to be more corrupt, because of the increased rent-deployment 

opportunities(Lambsdorff, 2005). When including the exports of fuels and minerals the coefficient for the 

Balkan countries (Romania and Bulgaria) turns negative, while the effects for Baltic and Central countries 

diminish, but remain positive. Again, significance levels should be ignored. When looking at the data for the 

exports of fuels one should notice that Belarus and Russia, part of the Eastern region, have high levels of fuel 

exports compared to other countries. On average, Eastern countries had 72.5%, 88.2% and 62.7%5(see 

Appendix 2) more fuel exports than Balkan, Central and respectively Baltic countries. Therefore, it is 

ambiguous whether if corruption is more intense in the industrial sector of the Eastern countries or whether 

the size of the sector leads to the change in coefficients. However, regardless of the valid explanation, it 

confirms the findings of Leite & Weidemann(as in Lambsdorff, 1999) that richness in fuels and mineral 

resources is associated with more rent-deployment opportunities leading to more corruption. Further, this 

results suggests that Central and Baltic regions compensate for the effect of the level of fuel exports by other 

components affecting corruption. 

The fourth and fifth models include demographic variables into equations. Firstly, the percentage of people 

living in urban areas in included. This causes little variations in the coefficients of the regional variables, 

however its negative effect is against the findings of previous studies, which identified that if more people live 

in cities as opposed to villages there should be a reduction in corruption 6(Billger & Goel, 2009). The 

arguments behind are that monitoring is easier done in urban areas, where public institutions are more efficient 

and that people living in cities are generally more educated and earn higher wages(Bilger & Goel, 2009). The 

fifth model includes the percentage of males in the population. Its effect is negative, supporting the literature 

suggesting that males are more likely to engage in corrupt activities(Dollar et al, 2001). Again, there are little 

fluctuations in the coefficients of the regional variables, not sufficient to indicate that demographic factors are 

explanatory for the cross-regional differences. 

The following two models include two political factors, the percentage of women into the parliament, denoted 

by the variable women and the size of the government explained by its total spending for goods and services, 

marked by the variable expense. These two factors do not seem to have strong effects on the corruption levels. 

Firstly, the percentage of women in the parliament has a positive impact, following the findings of Dollar et 

al(2001), who argue that women are less tolerant regarding illegal actions. Accordingly, awarding them with 

more seats in the government should have a deterring effect on corruption levels. However, the coefficient is 

almost equal to zero (0.00028), while data shows that, on average, Eastern countries have the lowest number 

of women in governing positions(see Appendix 2). Moreover, there is hardly any change in the coefficients 

                                                           
5 Average fuel exports for Eastern countries is 31.08% of the total level of exports, while Balkan, Baltic and Central regions have 
an average of 8.54, 3.65 and 11.5785 respectively. 
6 One should be reminded that the CPI index is constructed on a scale from 1 to 10, with 10 being the least corrupt. Therefore, a 
negative effect on the indicator should be interpreted as more corruption. 
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for the regional variables. Consequently, I argue that there is no significant finding that the percentage of 

women in the parliament explains the different corruption levels. Government expenditure appears to have a 

negative impact on the corruption index. Previous researchers interested in the sign of this effect did not reach 

a robust and significant conclusion. There is still ambiguity regarding the real effect of higher government 

expenditure with some theories suggesting that in more corrupt countries, higher government spending should 

lead to an increase in corruption since it is more likely that the funds will be used for redistribution of wealth 

instead of increasing the overall wealth(Tanzi & Davoodi, 2007). On the other hand, one could argue that that 

the greatest part of the public funds will be used for beneficial activities leading to an increase in economic 

development which, as proven, increases competition and therefore reduces corruption(Treisman, 2000). 

Overall, I argue that neither of the political factors explains the regional differences in corruption levels. 

Governance quality indicators are included in the next three models. Firstly, the effects of the rule of law index 

are tested. This indicator is constructed using expert surveys and it aims to measure the government’s 

performance in establishing a strong rule of law culture(Agrast, Botero & Ponce, 2009). It uses data from eight 

different factors related to governance quality 7 . This index has been previously tested by Suzuki & 

Iwasaki(2007) in their studies on transition economies with significant, positive effects on corruption levels. 

The results of this research support the findings of Suzuki & Iwasaki. The rule of law index is denoted by the 

variable rule and its coefficient is the highest among the tested variables(1.870). Moreover, what is mostly 

important is that in the 7th model the coefficients of all regional groups change from positive to negative. This 

suggests that the better performance of the Baltic, Central and Balkan regions compared to the Eastern one 

can be attributed to a much better governing quality. However, one should notice that the coefficient of the 

variable GDPln turns negative in this model. This is against the findings of Mauro(1995) and Treisman(2000) 

who found that robust model should include a positive coefficient for economic development per capita. These 

findings will be thoroughly discussed in the next section of the paper. Further, the 8th and the 9th model include 

the freedom of democracy and freedom of the press respectively. Both indexes are developed by the Freedom 

House association and have been identified with positive effects on corruption levels(Treisman, 2000). 

However, neither seems to explain the reasons behind the regional differences. Further, the correlations 

between these three factors seem to be quite high, therefore they should not be tested together in the model. 

The empirical analysis conducted in this paper found mainly two interesting results. Firstly, correcting for 

abundance in natural resources changes the coefficient of the Balkan region from positive to negative, relative 

                                                           
7 These factors are Constraints on Government Powers, Absence of Corruption, Open Government, 

Fundamental Rights, Order and Security, Regulatory Enforcement, Civil Justice, and Criminal Justice. 

For a more detailed description of the index see https://worldjusticeproject.org/our-work/wjp-rule-law-index/wjp-

rule-law-index-2017%E2%80%932018 

 

 

https://worldjusticeproject.org/our-work/wjp-rule-law-index/wjp-rule-law-index-2017%E2%80%932018
https://worldjusticeproject.org/our-work/wjp-rule-law-index/wjp-rule-law-index-2017%E2%80%932018
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to the Eastern region, the control group. Secondly, the inclusion of the rule of law index changes coefficient 

signs of all the regional variables. Although this model seems to explain the cross-regional differences, the 

negative effect of the logarithm of economic development per capita does not indicate robustness in the 

findings. Hoff and Stiglitz(2004) propose a relation between these two factors, the level of fuels and minerals 

and the quality of governance denoted by the rule of law index. Based on this relation, the following section 

provides the implications of the results from this analysis.  

 

 

III.  Implications of the findings 

The previous section has shown that the main determinant for the cross-regional differences in corruption 

levels for post-communist Central and Eastern Europe is the performance of the government in creating a rule 

of law culture. However its inclusion in the model changes turns the coefficient of the logarithm of per capita 

economic development to a negative value, against the suggestion of Mauro(1995) that robust models studying 

corruption should include this variable with a positive effect. Other explanatory findings have come from the 

abundance in natural resources. Hoff and Stiglitz(2004) suggest that there is a certain degree of correlation 

between these two factors in post-communist societies. The bridge between the two consists in the 

privatization process. As explained in the first section, privatization was a tool meant to facilitate the transition 

from socialism, described by lack of private property, to democracy, where private property stands as one of 

its fundamental rights. The idea behind was to give back private property to the citizens by allowing them to 

have shares into former public companies. By doing that, it was believed that future owners will be 

incentivized to ensure the healthy development of the company so they could benefit from higher returns. 

Based on this relation, estimated models including both variables are expressed. When including both of them, 

it appears that the negative sign of GDPln is corrected for(see Appendix 1). Therefore,  I will proceed to 

explain how does the relation between the abundance in natural resources and the establishment of rule of law 

works. 

 Firstly, as argued by (Billger & Goel, 2009) high reserves of finite resources of  fuels and minerals present 

more rent-seeking opportunities. Secondly, the privatization process lead to instantaneous opportunities for 

individual enrichment by transferring state-owned companies to private investors(Black, Kraakman & 

Tarrasova, 1999). Accordingly, the biggest companies exist in the sectors awarding the highest opportunities. 

The privatization of Gazprom, the biggest natural gas producer in the world, stands at an example. The 

company has been partially privatized shortly after the break up of communism in 1991. The state retained 

around 38% percent of the ownership, while the rest has been attributed to individuals, with ex-ministers 

switching places in managerial functions of the company(Black, Kraakman & Tarrasova).  The results of this 

transfer of control saw the oligarchs to be listed in Forbes as billionaires.  



 18 

Secondly, researchers showed that among the communist states the highest level of trust in public institutions 

was in the countries former part of the Soviet Union and not in its satellite states(Mishler & Rose, 2001). This 

suggests  that there was no demand for a strong rule of law culture among the population while the government, 

considering the culture of corruption associated with it, had no incentives of promoting one. The rule of law 

index, according to the World Justice Project, measures, among others,  the clarity and transparency of laws, 

their applicability and enforceability and the ability of the judicial system of creating a fair system ensuring 

that none is above the law and is held accountable for his actions. Consequently, a weak rule of law 

performance under socialism  should be regarded as normal, taking into account the lack of private property 

and the centralization of authority, promoting patronage relations. However, under democracy, case after the 

fall of communism, promoting efficiency in the governing system would have made possible that privatization 

reached its goal. This implies that officials would not have been able to abuse their position in order to gain 

control of former public companies. Therefore, there was no incentive for the government to promote rule of 

law if its goal was based on selfish reasons. Moreover, after the Soviet Union dissembled in 1991, trust in 

public institutions remained the highest in its former republics, as citizens were disappointed in their 

governments performance. This suggests that people were pleased with the performance of their governments, 

ignoring the abuse of public positions by officials. This is self-explanatory if one starts to consider the culture 

of corruption discussed in the second section of this paper and the opportunities arising from the transition to 

democracy. People did not have to stay in queues anymore to be able to get food, instead they had easy access 

to a wide variety of products, both domestic and foreign. At the same time, money-making opportunities, 

previously available only for members of the communist party or close to them, became accessible to the 

ordinary individual. Consequently, people took advantage of the opportunities and ignored the further 

implications of not establishing a rule of law tradition. 

The conclusion of this section is that the relation between the establishment of the rule of law and abundance 

in finite resources proposed by Stiglitz and Hoff is explanatory up to a certain extent for the findings of the 

previous section. The model showed that when correcting for these two variables, the Baltic, Central and 

Balkan regions, perceived as least corrupt,  perform worse relative to the Eastern region in terms of perceived 

corruption levels. The average level of fuel exports relative to the total amount of exports is highest, by a 

margin, in the Eastern region. At the same time, respective countries(Russia, Ukraine, Belarus and Moldova) 

experienced the highest levels of trust in public institutions, leading to incapability in establishing the rule of 

law. Consequently, the region scored the lowest on the rule of law index.(see Appendix 2). All in all, it appears 

that indeed the combination of abundance in resources and a weak rule of law performance explains the 

regional differences in European post-socialist countries, leading to the countries part of the Soviet Union to 

perform worse relative to the Baltic countries and the Union’s satellite states. 
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    Conclusion 

 

The aim of this paper was to analyze the culture of corruption in post-socialist countries and to determine 

the factors leading to cross-regional differences in corruption levels. Consequently, the first section of the 

paper analyzed the literature on the topic of corruption during and after communism. It found that there 

are justifiable arguments in favor of the hypothesis that the culture of corruption present in the Soviet 

Union spilled over after its dissemblance to the emerging countries. Further, the second section of the 

paper provided an empirical analysis of several factors previously found to alter the level of corruption. 

The findings are that the abundance in natural resources and, mainly, performance in establishing a strong 

rule of law explain, up to a certain extent, the differences between the Baltic, Central, Balkan and Eastern 

regions. The last section of the paper analyzed the relation between these two factors and the mass 

privatization process as proposed by Stiglitz and Hoff. The analysis concludes that this relation supports 

the findings of the empirical analysis, therefore the mentioned factors have an important role in explaining 

the cross-regional differences between former socialist countries. 
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 (1) (2) (3) (4) (5) 

 CPI CPI CPI CPI CPI 

GDPln 0.106 0.0880 0.0990 0.120 0.0712 

 (0.120) (0.126) (0.128) (0.110) (0.125) 

      

EU 0.437** 0.373* 0.365* 0.366* 0.287 

 (0.164) (0.157) (0.155) (0.146) (0.242) 

      

crisis -0.145 -0.151 -0.149 -0.158 -0.190 

 (0.0959) (0.0999) (0.100) (0.106) (0.120) 

      

baltic -0.807 -0.775 -0.786 -0.686 -0.247 

 (0.792) (0.795) (0.853) (0.883) (0.554) 

      

central -1.395* -1.327* -1.489** -1.376* -0.511 

 (0.607) (0.602) (0.576) (0.626) (0.629) 

      

balkan -0.924 -0.802 -0.959 -0.908 -0.144 

 (0.549) (0.533) (0.626) (0.741) (0.546) 

      

rule 1.571*** 1.583*** 1.596*** 1.527*** 1.466*** 

 (0.302) (0.303) (0.299) (0.293) (0.439) 

      

fuels -0.0285* -0.0260* -0.0277* -0.0286* 0.00316 

 (0.0116) (0.0114) (0.0118) (0.0116) (0.00753) 

      

imports  0.00597 0.00617 0.00597 0.0114* 

  (0.00433) (0.00439) (0.00427) (0.00577) 

      

male   0.0657 0.0142 -0.00641 

   (0.255) (0.267) (0.221) 

      

urban    -0.0236 0.0150 

    (0.0218) (0.0143) 

      

expense     -0.00173 

     (0.0248) 

      

_cons 3.847** 3.609** 0.482 4.245 2.032 

 (1.351) (1.310) (12.56) (13.85) (11.68) 

N 246 246 246 246 246 

R2      
Appendix 1- rule fuels relation 

 

 

 

Variable\ Group baltic central balkan eastern 

CPI 5.21/ 1.04/ 56 4.72/ 0.67/ 79 3.68/ 0.55/ 39 2.73/ 0.57/ 75 
Imports 63.36/ 12.01/ 60 60.78/  17.47 / 80 47.21/ 11.13/ 40 55.2/ 22.44/ 80 
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expense 19.29/ 2.06/60 19.68/ 1.31/80 16.47/ 2.18/40 18.51/2.92/80 
fuels 11.57/ 7.86/ 59 3.80/ 1.37/ 79 8.54/ 3.49/ 40 23.49/ 24.03/ 77 

women 18.93/ 4.06/ 60 16.48/ 7.22/ 79 15.8/ 6.17/ 39 15.37/ 8.28/ 72 

urban 67.72/ 0.89/ 60 64.34/ 7.02/ 80 62.35/ 8.99/ 40 65/ 11.72/ 80 

male 46.28/ 0.37/ 60 48.33/ 0.52/ 80 48.69/ 0.14/ 40 46.88/ 0.65/ 80 
rule 0.76 / 0.29/ 80 0.71/ 0. 22/ 80 -0.07/ 0.12/ 40 -0.78/ 0.28/ 80 

FH 3/ 0 /80 2.97/ 0.15/ 80 3/ 0/ 40 1.66 / 0.59/ 80 

FP 3/ 0 / 80 2.88/ 0.31/ 80 2.1/ 0.3/ 40 1.43/ 0.49/ 80 

Appendix 2- Descriptive statistics (mean/standard deviation/ number of observations) 
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