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ABSTRACT

Republic of Beliefs: An Experimental
Investigation®

The success of a country’s anti-corruption policies can crucially depend on the citizens’
beliefs about the existing legal environment. We test this key idea of Basu (2020) using
a novel design which systematically manipulates beliefs of participants in an experiment.
Our results suggest that Basu’s “Republic of Beliefs” idea provides a critical insight in
policy formulation; Merely introducing an anti-corruption law is not sufficient in aiding
the country towards the desired equilibrium, especially in developing countries, where the
existing legal enforcement machinery has severe scopes of leakages.
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1. Introduction

Formal models of law and economics have been a part of the economics discourse for a long
time (Coase, 1960; Becker, 1968). Law and economics research has focused on different
aspects of corruption and often its implications for economic development (Mauro 1995,
Svensson 2003, Tresiman 2007, Shlefer and Vishny 1993, Jong-Sung and Khagram 2005 to
name a few).

Curiously, in spite of a rise in anti-corruption policies across the world, the experience
of the past half a century suggests that the anti-corruption policies have met with mixed
success. While some countries have witnessed a steady decline in corruption, others have
seen minimal dents (Polinsky and Shavell 2000, Chalfin and McCrary 2017), and countries
like Latin America have actually witnessed a jump in the last decade (World crime trends
UNODC). It is important to note here that the defining framework behind a typical anti-
corruption policy rests along the Beckerian framework of crime and punishment (Becker
1968). This law-and-economics framework adopted by the legal machineries focus on
changing incentives in designing anti-corruption policies and look for ways to increase the
costs of breaking the law or lower the benefits of doing so.

Basu (2015, 2020) provides an interesting take on explaining the modest success of
the crime-prevention policies. He suggests that a critical element that can contribute to the
success of this traditional expected-cost-benefit framework is just assumed to hold true in the
models of law-and-economics. In fact, the anti-corruption policies rest on the assumption that
once a law is enacted violators will automatically be put to justice. If one pauses however, to
wonder, who is in charge of enforcing the law — the answer would be that an enforcer waiting
in the wings, ready to mete out justice whenever an unlawful activity is detected. Here lies
the problem; Basu argues that it is assumed in the classical law and economics framework

that the enforcer acts like a mere robot who detects and implements the law without fail



whenever required. This belief actually goes deeper in a chain. In fact, the power of this
model of crime and punishment lies in the understanding that everyone needs to believe that
the police will act judiciously, failing which the local court will act appropriately, failing
which the chief justice can act appropriately, and so on. In this paper, we test this central idea
of the importance of beliefs about the legal system and its impact on law and order in a
laboratory experiment.

Laboratory experiments testing efficacies of anti-corruption policies is relatively new
(see Abbink and Serra, 2012 for a review). It has gained prominence due to the convenience
of controlled manipulation of the lab environment to better understand incentives along with
the role of culture, institutions, and preferences. For example, results from laboratory
experiments have revealed that propensities to punish corrupt behavior and propensities to
engage in corrupt behavior are norm dependent and can vary across countries (Alatas et al.
2009, Cameron et al. 2009, Abbink et al. 2018, Banerjee 2016a, Banerjee 2016b). Laboratory
experiments also provide a low-cost alternative in evaluating the effectiveness of a policy
before indulging in a full-fledged field roll-out (Abbink 2006, Banuri et al. 2008, Banuri and
Eckel 2012, Dasgupta & Dimant 2018), and provide potential directions for new policy
formulations. For example, Barr and Serra (2009) find that when private citizens are made
aware of negative externalities of corruption they are reluctant to offer high bribes. Serra
(2012) finds that a combination of bottom-up monitoring along with a top-down auditing can
be highly effective in preventing corrupt behavior. Basu’s (2011) proposal of an asymmetric
punishment regime in mitigating harassment bribery,! lead to experiments in evaluating its
efficacy and feasibility (Abbink et al. 2014, Engel, Gorg, and Yu 2016, Banerjee and Mitra

2016).

! Bribes are frequently exchanged for delivering entitled services such as admission to a public hospital or
approval of a passport. Basu (2011) characterizes such exchanges as harassment bribes. In this case although
the officials cannot deny services legally, they can aggravate delivery or threaten to delay the service beyond a
point where it becomes useless to the citizen. Developing countries are particularly prone to this type of bribery.



We propose a novel experiment to test whether a republic of beliefs is critical in
deciding the success of corruption policies. In particular, we take advantage of existing
homegrown beliefs about corruption among our subject population (Cardenas 2000; Cardenas
& Ostrom, 2004) along with the induced-beliefs-and-payoffs-from-actions framework (Smith
1989) that allow us to test the central idea. Our results suggest that Basu’s main insight
holds. If one can guarantee that there are no leakages in oversight and everyone plays the role
they are expected to play, then anti-corruption policies can have their desired effects.
However, as soon as one brings in scopes of leakages in one’s duties, for example
possibilities of bribes etc. then the disciplinary effects of an enacted law breaks down, and in
our experiment subjects fall back upon their existing home-grown beliefs in deciding their
optimal choices.

2. Role of the Republic of Beliefs

The Republic of Belief idea proposes that a law has the potential to change behavior
and outcomes provided it can change beliefs about what other people may or may not do in
response to the breach of an enacted law as a best-response based on their beliefs. Basu
writes, “The might of the law even though it may be backed up by handcuffs, jails, and guns,
is in its elemental form, nothing but a structure of beliefs carried in the heads of all the people
in society from the ordinary citizenry to the police, politicians and judges intertwining and
reinforcing one another...” And so, the success of an enacted law is dependent on this
Republic of Beliefs. The underlying logic is reminiscent of Havel’s (1978) essay expounding
the nature of a communist regime. He takes the example of an emperor being able to strut
around wearing nothing while pretending to be wearing new clothes as long as everyone
agrees and acts as if he indeed is wearing new clothes! However, he points out that this
system of coordinated behavior under such false beliefs can easily break down as soon as a

single person breaks ranks and shouts to point out the reality about the naked king! A similar



system of beliefs and coordinated actions are crucial to uphold the might of an anti-
corruption law, and here lies the potential for a leakage.

Although the law as typically written focuses exclusively on the costs and benefits of
breaking the law for the perpetrators, in reality, the game played out involves not just the
law-breakers but the law-makers and other players of the judicial system in the chain, a
complete “Game of Life” (Basu, 2020). Failing to model all relevant players creates a hiatus
between the implicit assumptions in the model and the explicit reality during actual policy
roll-out. Even after enacting a law, if all relevant decision-makers behaved the way they did
before the law was enacted, then everybody would continue to get their previous payoffs
even after the law was put in place. The mere writing down of the law need not change the
payoffs and hence behavior (Basu 1993). For example, a speedster can continue to go over a
newly enacted speed limit, if he assumes that the policeman will not catch him, and the
policeman will look the other way if he assumes that his salary will not be affected as long as
the local court looks the other way, and the local court will look the other way as long as the
supreme court looks the other way and so on! Those familiar with it will probably recognize
that this is a typical experience faced in many developing countries.

2. Experiment

This important theoretical proposition is far too complicated, if not impossible to test
using a typical field experiment involving policy roll-outs. It involves changing the beliefs of
decision-makers along the chain with experimental control and precision for a subset of the
population. A laboratory experiment however has the potential to provide a path forward.
There are two critical elements needed to evaluate the central proposition of the Republic of
Beliefs in the laboratory.

First, we need to be able to credibly establish beliefs about the celerity and reality of

an impending punishment whenever a law is broken. This is straight forward and regularly



done in laboratory experiments while testing efficacies of different anti-corruption policies
(Abbink and Serra 2012). Second, we need to manipulate beliefs in such a way that even
though there is a law in place, whether all players in the game will abide by it or not is
doubtful. We take advantage of existing home-grown beliefs of participating subjects to
incorporate this second feature. In particular, we chose to run our experiments in Kosovo, an
Eastern European country where levels of corruption and impunity among the presumed
upholders of law are very high. Typically, the judicial and public official appointments are
long —term which exacerbates the impunity even more. Transparency International Global
Corruption Barometer (2013) points out that judiciary is recognized as the most corrupt
institution in Kosovo. The Corruption Perceptions Index routinely scores Kosovo in low 20s
(where 0 represents the highest level of perceived corruption and 100 the least). Previously
commissioned reports from the United Nations Office on Drugs and Crime (2011, 2013)
while looking into actual experiences of corruption in Kosovo find in a survey that 37%
admitted to paying a bribe and 56% believe that corruption is on the rise sparing no
institutions; Further bribes are often explicitly requested by corrupt public officials (50% of
cases), and citizens do not report it because they perceive it to be useless as nobody would
care (35%), or they stand to receive a benefit from it (18%), or it is a common practice (14%)
or simply because they give bribes voluntarily as a sign of gratitude (14%).

In a very perceptible way the legal system is dysfunctional in Kosovo. One important
innovation in our experiment is using this particular institutional background and consequent
home-grown beliefs of participant subjects about an abusive legal system prone to
manipulations by people in public offices. In the Treatments section we describe how we

make use of such beliefs in our experiment.



All our experimental sessions were conducted in Pristina, Kosovo, with students at
the University of Pristina. Two hundred and eighty-eight subjects participated in the
experiment and received an average payment of 14.5 Euros.

2.1 Treatments

We use the Harassment Game (Abbink et al. 2014), a simple sequential-decision two
stage game between an Official and a Citizen where the Official is in charge of delivering a
legally entitled service to the Citizen (see Figure 1). Although the Official is obliged to grant
the service, he has the discretion to deny or delay it and ask for bribes in exchange (and hence
the name Harassment Game). The citizen can refuse to pay, but that comes with a very high
cost. In stage 1, the official can opt out of bribe taking (B=0) and provide the service to the
citizen or ask for a bribe B>0 from the citizen. In stage 2, if the Official asks for a bribe, then
the Citizen has three choices: (1) refuse to pay the bribe, (2) pay quietly, or (3) pay and
report the bribe. Paying quietly, or paying and reporting both lead to a probabilistic discovery
of bribery and the final payoffs in these two cases depend on whether the act was discovered
or not. If the act is discovered the participants are punished by means of a fine. Further, the
act of bribery is more likely to be discovered if the citizen has reported the bribe demand. In
what follows we use the same parameters and payoffs as in Abbink et al. (2014).

Our three main treatments are as follows: In the baseline Symmetric punishment
treatment, giving a bribe is punishable if discovered, for the bribe-giving Citizen as well as
the bribe-taking Official (See Figure 1). A backward induction analysis of the game suggests
that the monetary incentives are such that the Citizen faced with a bribe demand will always
pay quietly. The Official anticipates this and chooses his best response - demand the
maximum possible bribe (Abbink et al., 2014).

In Treatment 2, the Asymmetric punishment, we introduce Basu’s (2011) asymmetric

leniency approach where the Official is fined if corruption is discovered, but the Citizen has



immunity; in addition, she has a strict monetary incentive to report the bribe since it is
returned to her if corruption is discovered (See Figure 2). Incentives change in a way that the
Citizen would always like to “pay-and-report”. The backward induction logic predicts that
Official’s best response is not asking for a bribe. The important thing to note here is that in
both these treatments celerity of punishment is guaranteed and automatic, whenever
corruption is discovered, by virtue of the experiment design. Hence the legal consequences of
breaking a law are credible outcomes to subjects.

Our primary treatment of interest is the Disbelief treatment, which is unique to this
paper (See Figure 4). Here we explicitly bring in the possibility of neglect in duty by the
upholders of law. To do that we add to the Asymmetric treatment a third player, a Judge, who
has the final power to influence the outcome of the game. Additionally, the corrupt official
has the option to influence the Judge, and the Judge in turn can Grant Favor or Deny a Favor
(See Figure 2). Granting a favor essentially increases the probability that the legal system
turns a blind eye towards the corrupt official and consequently the probability of the
corruption not being discovered increases to 80%. We assume that there is no monetary cost
to the Judge for granting or denying a favor. Neither is there an additional monetary benefit
for granting the favor in this one-shot game since the Judge always keeps the bribe (if
offered) whether he grants or denies the favor. Using backward induction, we find this game
has two equilibria. The judge can always choose to do due diligence and deny favor and
uphold the law; In that case we are essentially back in the Asymmetric treatment equilibrium
where the Citizen would always like to “pay and report,” and the Official believing that
should refrain from demanding bribes. In a second equilibrium, the Judge always turns a
blind eye and grants favor to the official, leading the official to ask for bribes with impunity,
and offering a share to the Judge, while the Citizen “pays and reports” in vain. To put it in the

context of Basu’s framework, if all participants believe in a world where all legal rules are



automatically implemented, i.e., law-makers uphold the law like automatons, then the citizen
should always expect the judge to deny favor and uphold the law, especially since doing so
involves no monetary costs for the Judge, and consequently we should expect reduced
corruption typical to an asymmetric punishment environment. The critical difference now
from the earlier Asymmetric treatment is that whether crime will be punished or not based on
the law depends crucially on whether upholders of the law are ready to do their job; celerity
of punishment for breaking the law is not guaranteed anymore, and so, home-grown beliefs
of our subjects come into play. Basu’s discussion of a focal point (2020, pp. 43) assumes
particular relevance in this stylized treatment where it is indeed the Republic of Beliefs that
can push the outcome of the game to one or the other equilibrium above.?

Our fourth and final treatment, the No refund treatment (see Figure 3) removes the
strict monetary incentives of Citizens from whistle-blowing. We introduce this to explicitly
evaluate a criticism by Dreze (2011) on the impracticality of returning bribes to citizens. It
remains open to empirical investigation whether Citizens burnt by the extortion would be
willing to blow the whistle even without a monetary incentive. Previous experimental results
cannot comment on the issue by design (Abbink et al. 2014). We provide a clear treatment
comparison to see whether one can depend purely on moral positions to report the bribe when
there are no monetary benefits from reporting. Notice, in many ways this is the minimum
requirement to reject Dreze’s criticism since Citizens in our game do not have costs of
reporting (which in real life citizens might incur). So, if moral indignations would drive
reporting behavior in the real world where there might in fact be reporting costs, it certainly
should show up in our treatment. On the other hand, if we do not find sufficient evidence of
Citizens reporting without strict monetary incentives we must consider supplemental policies

that can encourage whistle-blowing (Apesteguia et al., 2006; Jha, 2015).

2 One can of course think of the Judge incurring moral costs when turning a blind eye to grant the favor and then
the utility from such actions will be strictly dominated for sufficiently high moral costs even though the
monetary payoffs are the same.



Based on the analysis above we have two behavioral propositions: 1) The Asymmetric
punishment treatment, where punishment is automatically meted out, reduces corruption
compared to a Symmetric punishment treatment, 2) In the Disbelief treatment, where Judges
can influence final outcomes, corruption worsens in spite of an asymmetric punishment
regime since participants with their home-grown beliefs from Kosovo believe that
punishment is not automatically implemented anymore, and a law is at best “ink on paper”.
Table 1 describes the corresponding testable hypotheses.

2.2 Procedure

We had about 30 students in each of the 8 experiment sessions (see Table 2). Each
subject participated in only one treatment and were randomly assigned to one of the roles.
Similar to Abbink et al. (2014) we used contextual language. After reading the instructions,
subjects participated in a short quiz allowing us to verify their comprehension of the
instructions and the experiment. We used a strategy method where subjects were asked to fill
in decision-sheets for every situation they could be in during the game. This allowed us to
gather choices for all possible decision nodes, including those that are not reached in the path
of play. After subjects had made their choices, the experimenter collected the decision-sheets.
The subjects were then asked to complete a survey questionnaire while the experimenter
matched decision sheets randomly between roles to determine payoffs. Subjects collected
their payoffs in a sealed envelope with their ids written on it to minimize any scrutiny effects
and this payoff protocol was explained to subjects before they started the experiment.

3. Results

Figure 5 (Panel A) presents the percentage of officials who asked for bribes. We find that
bribe demands go down significantly between the Symmetric and the Asymmetric treatments
(p value=0.01), and we reject the null hypothesis HlnuLL (See Table 1). However, when the

Judge is added to the game in the Disbelief treatment making it closer to the “Game of Life,”
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bribe demands go up again. We find a significant difference in Official’s behavior between
the Asymmetric and the Disbelief treatments (p value = 0.02) but no significant difference
between the Symmetric and the Disbelief treatment (p value = 0.8). Consequently, while
H3nuLL is rejected, we fail to reject H5nuLL. Figure 5 (Panel B) presents the percentage of
Citizens “paying and reporting”. It suggests that subjects playing in the role of Citizens
choose to best respond in anticipation of Officials’ behavior; “Paying and reporting” goes up
significantly in the Asymmetric treatment compared to the Symmetric treatment (p value =
0.03). However, it goes down significantly in the Disbelief treatment compared to the
Asymmetric treatment (p value = 0.03). We reject the H2nuLL and H4nuwe. Results from the
mean tests provide support for Basu’s main insight on the Republic of Beliefs.

Although we do not explicitly measure first-order and second-order beliefs, subject
choices under the different treatments provide us meaningful insights. When we induced and
established credible beliefs about the certainty of punishment in the Asymmetric treatment, it
encouraged whistle blowing behavior among Citizens, and Officials best responded to
increased “paying and reporting” by demanding bribes less often. In particular, the second
order beliefs of Officials clearly are affected in anticipation of how Citizens will react to their
bribe demands. However, as soon as we bring in a third party (the Judge) who can potentially
be bribed, even though the Judge has no material incentive to look away from corruption,
Citizens behave in anticipation, and so do Officials. Here again of particular interest is
Official’s behavior and what that suggests about their second order beliefs about the Citizens’
choices. Note our experiment design purposely makes use of the home-grown beliefs about a
faulty legal machinery where corruption is rampant, upholders of law do not automatically do
their jobs, and kick-backs are commonplace. Without the automatic punishment mechanism
in place (as in the Asymmetric treatment), Citizen-subjects now doubt whether the Judge will

do his job credibly in line with their existing beliefs about the system they live in; Officials’
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increased bribe demand indicate changes in their higher order beliefs and suggest that they
believe they can influence the judges even if Citizens report the act. Interestingly, recent
research points out that trust between corrupt actors support socially detrimental cooperation
even when a deal is unenforceable (Jiang, Lindemans and Bichhieri 2015, Jiang 2015). This
is in fact the case between the Official and the Judge in our game, where the former in no
way can enforce a favorable decision from the Judge, and neither does the Judge have any
additional monetary benefits from approving or denying the request since he receives the
bribe independent of his decisions. Consequently, even though there is an explicit law in
place, players in the game do not believe that all relevant decision-makers will do uphold the
law credibly, and the enacted anti-corruption policy loses its teeth in pushing the economy
and all its players towards the desired equilibrium.

We follow up on our mean difference results using a Probit regression examining the
determinants of Official behavior, controlling for demographic characteristics obtained from
our post-experiment survey (see Table 3). Results confirm our earlier observation that
Asymmetric liability decreases the likelihood of bribe demand compared to the baseline
situation of Symmetric liability. Chi-square tests for mean differences in treatments indicate
further that Official’s behavior is significantly different between the Asymmetric and the
Disbelief treatments. Consistent with previous literature we find that male subjects ask for
more bribes than female subjects (Alatas et al. 2009; Frank, Lambsdorff and Boehm 2011,
Lambsdorff and Fink 2006).

To investigate Citizens’ behavior in a regression framework, we estimate a
Multinomial Logit model where Citizens’ choices are a function of the amount of bribe
demanded, controlling for their age and sex (See Table 4). We find that irrespective of the
treatment, a one-ECU increase in the bribe-demand significantly increases the relative-risk-

ratio of being in the “refuse to pay” group compared to being in the base comparison group of
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“pay quietly.” For example, in the Asymmetric treatment, a one ECU increase in the bribe-ask
leads to an increase in the RRR of the subject being in the “refuse to pay” group compared to
the “pay quietly” group by a factor of 1.03 (see row 2, column 1 of Table 4). Similarly,
except in the Symmetric treatment, a one ECU increase in bribe-demand significantly
increases the relative-risk-ratio of being in the “pay and report” group compared to being in
the base comparison group of “pay quietly” in other treatments. These results suggest that
increases in bribe demands invoke two types of reaction from the Citizens; Either they take a
moral stand and “refuse to pay,” or they “pay and report” as long as it is an Asymmetric
punishment institution where justice is automatic. The pairwise tests of treatment differences
further confirm that “pay and report” behavior goes up significantly in the Asymmetric
treatment in response to bribe demands in contrast to the Symmetric treatment. Further, while
there is no difference in average Citizen’s “refuse to pay” behavior between the Symmetric
and Disbelief treatments, the “pay and report” behavior suffers a significant decline in the
latter.

Finally, a comparison of behavior in our Symmetric, Asymmetric and No refund
treatments extends and clarifies a critical point on the harassment bribery literature (Abbink
et al., 2014).2 To evaluate the role of a monetary incentive for encouraging “paying and
reporting” behavior among Citizens, the authors compared an asymmetric punishment
treatment with strict monetary incentives for whistle-blowing with an asymmetric
punishment treatment where there was no strict monetary incentive for whistle-blowing, and
in addition, the corrupt Officials could retaliate to harm the whistle blowing citizens. Abbink
et al. (2014) suggested that this contrast provides the strongest test in evaluating the effects of
removing the strict monetary incentives for reporting and whether that weakens the

disciplining effects of the asymmetric punishment. While they conclude weakened

3 Dréze (2011) had pointed out that from a practical perspective, refunding bribes can be complicated and
difficult. Without the enticement of a monetary incentive, weak prosecution rates coupled with its slow delivery
especially in developing countries such as India are significant barriers against whistle blowing.
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disciplining effects of removing the strict monetary incentives, their treatment comparison
cannot explain whether the effects they found were due to the removal of strict monetary
incentives, or due to the provision for official’s retaliations since both change together in
their design. In contrast, our No refund treatment does not return bribes to the Citizen even
though it is an asymmetric punishment environment and that is the only thing that changes
from the Asymmetric treatment. Our results indicate that there are no differences in the
Official’s behavior between the Asymmetric and the No refund treatments (See Table 3, Chi-
square tests). Further, the logit estimates of Citizen behavior also confirm that there are no
difference in subject’s “pay and report” behavior with and without the strict monetary
incentive (Chi square tests for Asymmetric vs. No refund, Table 4). We take this as evidence
that even when there are no strict monetary incentives, and it is impractical for a government
to refund the bribes, a sense of revenge or moral indignation can foster higher levels of
whistle-blowing from the Citizens as long as they have immunity (asymmetric punishment)
and they believe that reporting is credible in punishing the errant official.

An interesting point to note here is the choice of “refuse to pay.” Even though
refusing to pay is very costly to the Citizen, about 20% of them choose that option. Recent
experimental work on norms suggest that there are often underlying inhibitions and an
intrinsic desire to uphold certain moral codes of conduct (Abbink et al. 2018, Banerjee 2016a,
2016b). The UNODC 2010 report on Corruption in Kosovo in fact reveals that there is some
resistance to bribery and about 12% of the residents indicated that they refuse such demands.
We followed up with a social norm elicitation survey about corruptions in Kosovo on a group
of participants different from those who participated in the experiment. We implemented the
Krupka & Weber incentivized procedure (2013) where each participant was asked questions
on how subjects participating in the experiment would view choices in the game and rate

each alternative available as either “very socially inappropriate”, “somewhat socially
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inappropriate”, “somewhat socially appropriate”, or “very socially appropriate.” These were
transformed into scores of -1, -1/3, 1/3, and 1 respectively. Figures 6 presents average Social
Appropriateness Rankings. We find that there is a stronger support towards refusing to bribe
compared to paying and reporting, and judges influencing decisions seem strongly
unacceptable. This is consistent with subject behavior in the experiment where there is a

consistent proportion of subjects who deny a bribe demand across all our treatments.

We end our results section with a few of interesting parallels between our results and
Abbink et al. (2014) which are worth noting, especially since our experiment was run in a
country with a very different institutional and cultural history compared to India (where
Abbink et al. ran their experiment). First, we find that in the No refund treatment, in spite of
imminent payoff losses, there seems to be a strong sense of revolt towards corruption,
especially in response to increases in bribe demands, as subjects often switch from “pay
quictly” to “refuse to pay” similar to their findings. Second, while the SPNE of the
Harassment game (Abbink et al. 2014) predicts that Officials should ask the maximum
amount whenever they choose to ask for bribes, Abbink et al. (2014) found an interesting
behavioral quid-pro-quo between the Officials and the Citizens and the average amount asked
by the Officials were always lower than the maximum possible amounts which in fact were
not optimal given actual reporting behavior of the citizens. In contrast, we find that
conditional on demanding a bribe the Officials asked for the maximum amount or close to the
maximum amounts to compensate for the higher propensities of Citizens’ “pay and report”
behavior especially in the Asymmetric treatment. This is in line with the theoretical
predictions of Basu, Basu and Cordella (2016) which looks at a generalized structure of
asymmetric punishment mechanisms.

4. Conclusion
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We designed a novel experiment to test the key proposition of the Republic of Belief
idea proposed by Basu (2015, 2020) in explaining the modest success of anti-corruption
policies. Our treatments, first establishes the efficacy of asymmetric punishment mechanism
in curbing harassment bribery; it contrasts that result with a treatment where in spite of
having the same law in place, the law loses its effectiveness due to the scope of participants
not believing in the legal system. Our results provide clear support to the “ink on paper”
problem originally described in Basu (1993) and demonstrates that passing a law on its own
is not sufficient to change behavior unless it has the potential to change decision-makers’
beliefs along with it. To move a society towards a better equilibrium after a law is enacted,
members of the society must believe that any breaking of the law will be punished, and all
upholders of the law will perform their jobs of upholding the law without fail. If this belief is
not sustainable, as in our Disbelief treatment, then in spite of an existing or newly
implemented law, decision-makers might ignore its directives and go about doing their
businesses as if the law never existed. Our experiment also adds to the growing literature on
the issue of replicability and robustness of conclusions from laboratory experiments
(Clemens 2015, Camerer et al. 2018) by following up on the Abbink et al. (2014) design
among a group of subjects with very different institutional history and establishing that in
spite of cultural differences Basu’s (2011) main insight of using asymmetric punishment has

powerful disciplinary implications for harassment bribery.
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Figure 1: Symmetric Punishment Treatment

Notes: The extensive form of the Harassment Game is described above. Figure 1 provides the payoffs in the
Symmetric treatment.
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Figure 2: Asymmetric Punishment Treatment
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Figure 3: No Refund Treatment
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Figure 4: Disbelief Treatment
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Figure 5: Subject Behavior in Treatments
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Social Appropriateness Rankings
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Figure 6: Results from Norm Elicitation Survey
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Tables:

Table 1: Hypotheses and Results

Hypotheses

Decision*

Implication of Rejecting the Null

H1nucL: Bribe demands in Symmetric =
Bribe demands in Asymmetric

H1aLt: Bribe demands in
Symmetric>Bribe demands in
Asymmetric

H2nulL: Paying and reporting in
Symmetric=Paying and reporting in
Asymmetric

H2aL7: Paying and reporting in
Symmetric<Paying and reporting in
Asymmetric

H3nucL: Bribe demands in Asymmetric =
Bribe demands in Disbelief

H3acL7: Bribe demands in Asymmetric >
Bribe demands in Disbelief

H4nuLL: Paying and reporting in
Asymmetric=Paying and reporting in
Disbelief

H4a7: Paying and reporting in
Asymmetric>Paying and reporting in
Disbelief

H5nuLL: Bribe demands in Symmetric =
Bribe demands in Disbelief

H5aL7: Bribe demands in Symmetric >
Bribe demands in Disbelief

H6nucLL: Paying and reporting in
Symmetric=Paying and reporting in
Disbelief

H6aLt: Paying and reporting in
Symmetric<Paying and reporting in
Disbelief

Reject Null
(p value = 0.01)

Reject Null
(p value = 0.03)

Reject Null
(p value = 0.02)

Reject Null
(p value = 0.03)

Fail to reject Null
(p value = 0.8)

Fail to reject Null
(p value = 0.37)

Asymmetric punishment decreases

corruption by reducing bribe
demands.

Asymmetric punishment decreases
corruption by encouraging Citizens

to report corruption more.

Disbelief encourages corruption
and Officials believe they can
influence the final outcome or
Citizens might be less vigilant in
reporting.

Disbelief encourages corruption
and Citizens are discouraged to
report as they realize the Judge
might intervene in favor of the
corrupt Official.

When a judge is introduced,
Officials continue to believe that
everyone will uphold the law and
punish the law-breaker.

When a judge is introduced,
Citizens believe that Judges will
not do their jobs.

*Notes: All p-values are reported from t-tests
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Table 2: Treatment summary

Treatments # 9f # .Of
sessions  Subjects
Symmetric 2 58
Asymmetric 2 72
No refund 2 62
Disbelief 2 96

Table 3: Probit estimates of Official behavior

Bribe demand
Coefficient

(std. error)

Asymmetric treatment -0.9%***
(0.16)
No refund treatment -0.93%*
(0.46)
Disbelief treatment -0.05
(0.18)
Male 0.59%*
(0.26)
Age -0.03
(0.03)

Chi-square test for mean treatment differences

Asymmetric = No refund p-value = 0.95
Asymmetric = Disbelief p-value = 0.00
No refund = Disbelief p-value = 0.05
Pseudo R square 0.12
Number of observations 108

Notes: “Symmetric” treatment, “Female” are the omitted categories from the independent variables. Cluster
adjusted standard errors at the session level are reported in parentheses. **p<0.05 and ***p<0.01.
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Table 4: Multinomial logit estimates of Citizen decisions

Refuse to pay Pay and report
RRR RRR
(std. error) (std. error)
1.00%** 0.99**
Bribe amount in Symmetric treatment
(0.002) (0.03)
1.03%** 1.02%**
Bribe amount in Asymmetric treatment
(0.010) (0.009)
1.03%*** 1.01***
Bribe amount in No refund treatment
(0.005) (0.004)
1.01%*** 1.009%**
Bribe amount in Disbelief treatment
(0.004) (0.003)
1. 17%%%* 1.03
Age
(0.05) (0.04)
0.60 0.86
Male
(0.31) (0.69)
Chi-square test for mean treatment differences when choice = Refuse to pay
(Bribe amount in) Symmetric treatment = Asymmetric treatment p-value = 0.02
(Bribe amount in) Asymmetric treatment = No refund p-value = 0.93
(Bribe amount in) Asymmetric = Disbelief p-value =0.12

Chi-square test for mean treatment differences when choice = Pay and report

(Bribe amount in) Symmetric treatment = Asymmetric treatment p-value = 0.00
(Bribe amount in) Asymmetric treatment = No refund p-value = 0.25
(Bribe amount in) Asymmetric = Disbelief p-value =0.03
Pseudo R square 0.19
Number of observations 2540

Notes: RRR is Relative risk ratio. “Pay quietly” is the base outcome from the dependent variables. “Female” are
the omitted categories from the independent variables. Robust standard errors clustered at the individual level in
parentheses. **p<0.05 and p<0.01***,
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