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The purpose of this research is to see whether different wage lev-
els in the private purchasing sector relate to the level of corrupt-
ibility. An experiment was conducted that put participants in the
role of employees of a purchasing department of a multinational
enterprise. The employees were allotted to different wage levels
and had to choose between options with different levels of cor-
ruption. The research is of a deductive nature and complemented
by a descriptive quantitative approach containing the Chi-Square
analysis. The results show that there is no association between
the wage level and the level of corruptibility of employees in the
private purchasing sector. This outcome contributes to the under-
researched field of corruption in the private sector and gives fur-
ther insight into the influence of wages on corruptibility, as well
as the usability of the principal-agent theory in the field of cor-
ruption.
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Introduction

Corruption is a complex social, political and economic phenomenon.
Due to the many aspects involved in the concept of corruption, a
comprehensive definition is hard to create (Ortiz-Ospina and Roser
2016). Nevertheless, the following definition can grasp the core of
the concept: ‘Corruption is the abuse of entrusted power for private
gain’ (see https://www.transparency.org/what-is-corruption).
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The importance of the topic of corruption is undeniable in all
countries worldwide. It can impact societies on a variety of levels
– from politics to the economy, from social impact to environmen-
tal factors (see https://www.tranpsarency.org/what-is-corruption).
Tackling the problem of corruption would not only lead to a more
just distribution of money, it is further assumed that it would be a
working measure against organised crime, better enforce the rule of
law and enhance trust in public institutions (European Parliamen-
tary Research Services 2016). On an economic level, less corruption
would lead to more just competition and more stable market struc-
tures (see https://www.transparency.org/what-is-corruption). How-
ever, the effects of corruption are not only severe in emerging and
developing markets. A recent study by European Parliamentary Re-
search Services (2016) estimate the annual cost of corruption in gdp

terms in the eu between 179 and 990 Billion Euro.
As a result, finding the causes and the ways to stop corruption

have been the aim of the observed research field, especially in the
last two decades, which leads to a vast amount of literature concern-
ing the topic of corruption. However, while there seems to be evi-
dence on what favours corruption on a macro-level, at a micro-level,
there is not as much understanding as to what the contributing fac-
tors for corruption are (Dusek, Ortmann, and Lízal 2005). Further-
more, as corruption is generally a secretive and often illegal topic, it
is quite difficult to measure, whether with hard or soft data (Ortiz-
Ospina and Roser 2016). This leads to the need for ongoing research
and new ways of trying to understand the phenomenon of corrup-
tion.

When scrutinising current literature about corruption it becomes
apparent that most research is focused on the public sector. Public
sector will be defined in this paper as the ‘portion of the economy
composed of all levels of government and government-controlled
enterprises’ (see https://www.britannica.com/topic/public-sector),
in comparison to the private sector, which includes ‘all for-profit
businesses that are not owned or operated by the government’ (see
https://www.investopedia.com/terms/p/private-sector.asp). Reasons
for the focus on the public sector are stated by various authors. For
example, Gray and Kaufmann (1998) see it as far more sees private-
to-private corruption even less studied and states further reasons
why the private sector has not been regarded as much as the public
sector. Firstly, he assumes that the public sector will have better mea-
sures to stop corruption as it is in the own interest of the managers
to stop their employees from being corrupt. Secondly, he believes
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that, as there are less incentives and a more effective competition,
public-to-public corruption might not be as big of an issue. Thirdly,
and this might be the most interesting reason in our regard, research
does not concern itself so much with corruption on a private level,
as there is less attention and information regarding the topic.

Argandoña’s (2003, 254) last argument already leads to the reason
why corruption in the private sector needs to be more in the fo-
cus of contemporary corruption research. He further adds that ‘[. . .]
private-to-private corruption has been relatively neglected, this kind
of corruption is important, no less widespread, no less harmful’ and
‘[t]he subject has become increasingly important in recent years.’
Impactful institutions, such as the International Monetary Fund
(2016, 21) see it as imperative that ‘enforcement should also target
the private sector.’ Ernest and Young’s international business cor-
ruption report (2015, 21) found out that 51% of companies state that
‘bribery/corrupt practices happen widely in business in this coun-
try,’ but 42% of the interviewed companies have no anti-corruption
measures set in place. Also public impression of the problem shows
that citizens are concerned about the danger of corruption in the
private sector. Transparency International (2016) found out that the
corruption among business executives is 26% according to the per-
ception of participating citizens in Europe and Central Asia. This
sum up to a definite need for a new focus in research on the reasons
and mechanics of corruption in the private sector.

Research Gap and Literature Review

In order to specify the existing research gaps, primarily literature in
the field of corruption and the principal-agent theory was regarded.
For the field of corruption, mainly research about the corruption in
the private sector influencing determinants on corruption as well
as working methodologies in the sensitive field of corruption were
scrutinised. As stated before, the lack of research concerning pri-
vate corruption was apparent. Therefore, in a first step understand-
ing what drives employees in the private sector to act corrupt had
to be understood. Rashid and Rashid (2012) found out that employ-
ees of the public and the private sector have in fact different types
of motivations. Their research proved that, as shown in other liter-
ature, ‘Public sector employees were more motivated by work con-
tents and experience more balance between work and family life,
whereas, private sector employees are more motivated by financial
rewards, career development opportunities, and supportive environ-
ment [. . .]’ (p. 24).
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In the case of corruption research, many possible determinants of
what can prevent people from acting corrupt have been scrutinised
in former literature. Examples for this are monitoring, punishment,
or transparency measures. An interesting and highly controversial
determinant in this regard is the topic of wages, which is widely
discussed in corruption research. From the early work of Becker
and Stigler (1974), whose paper shows that rising wages along with
monitoring can be used as an anticorruption strategy, conventional
knowledge, as well as literature, both theoretical and empirical, sug-
gest that one of the main causes of bribery in the public sector are
actually the low wages (Goel and Nelson 1996; Klitgaard 1988; Van
Rijckeghem and Weder 2001). This made it an interesting topic to be
regarded in the light of private-to-private corruption.

On the one hand, Barr, Lindelow, and Serneels (2004) found evi-
dence that suggest that public servants who receive a higher wage
are less corrupt, but that the effect is small. Van Rijckeghem and
Weder’s (2001) research finds that large increases in civil-service pay
will be an effective measure against corruption. In addition, Azfar
and Nelson (2007) found that corruption will be reduced by increas-
ing government wages and the difficulty to hide a corrupt act or gain.
Moreover, Boly and Armantier (2011) found that the effect of higher
wages could be quite ambiguous. Meaning that higher wages lead
to lower bribe acceptance, but at the same time, they foster recipro-
cation. On a very logical level, Frank and Schulze (2003) argue that
either reciprocity of receiving a higher wage and therefore wanting
to work harder for the employer or the enhanced opportunity costs,
if the well-paid job is lost, might lead to lower corruption through
high wages.

On the other hand, Frank and Schulze’s research (2003) found that
agents are not less corrupt when adding a fixed payment in addition
or independently of a bribe. However, when adding monitoring to
the equation, fixed payment became a significant influence on cor-
ruption. In addition, Abbink (2000) could not find evidence that high
relative salaries lead to less corruption, even with fairness consider-
ations. Besley and McLaren (1993) agree in their research by stating
that the necessary wage level would be too high to be cost-effective,
when either the possibility of detection is too low or the bribe too
high. Overall, we can see that there is no set agreement as to if high
wages can lower corruption, at least in the public sector.

Furthermore, corruption is likely to happen in the procurement
or purchasing area. Since, according to the oecd (2016, 6), there is
evidence that ‘public procurement is vulnerable to corruption. [. . .]
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more than half of foreign bribery cases occurred to obtain a public
procurement contract.’ Besides, according to Passas (2007, 4), ‘Pro-
curement is an area that has long been recognized as being particu-
larly vulnerable to fraud and corruption.’ Hence, the decision was to
also focus on the purchasing/procurement area, but this time within
the private sector.

The data of research in the field of corruption is usually collected
through direct observations, like audit reports or from perception
survey, like public opinion surveys (Ortiz-Ospina and Rosa 2016).
However, experiments on corruption and corruptibility, which seem
a very fitting approach to finding causes and solutions (Dusek, Ort-
mann, and Lízal 2005), are few and far between. This resulted in the
choice of conducting an experiment in the current research.

From the reviewed experiments, it was decided to take Frank and
Schulze’s experiment (2000; 2003) as a basis, but with several modifi-
cations, which are explained in detail below. The main reason to use
the model of Frank and Schulze (2000; 2003) was that the model of
their experiment has a clear mechanism that can be applied well in
the chosen context of this research. Nonetheless, Frank and Schulze
address a variety of possible factors that might influence corruption.
This experiment is going to single out the factor of fixed wages. This
comes on the one hand from the above-explained disputed debate
about the topic. On the other hand, it is also an area in which the
former experiment leaves space for further development. Frank and
Schulze (2003, 158) state, ‘For future research, it would be interest-
ing to study whether it makes any difference if the agents’ salary
is paid directly by the principal instead of the experimenters.’ This
matter will be implemented in this research, also if just in artificial
form. Furthermore, Frank and Schulze (2000; 2003) just use fixed
payments; using fixed wages might lead to different effects as it im-
plies results for a longer timeframe.

Regarding the underlying theory, Frank and Schulze (2000, 49)
state, ‘Corruption can be regarded as a special manifestation of the
familiar principal-agent problem. The agent has an incentive to fa-
vor a third party at the expense of the principal and in exchange
for some compensation (the bribe).’ Besides the fact that the basis
for the current research used this theory, the principal-agent theory
(pat) was also chosen as the underlying theory because it is well ap-
plicable in the field of corruption (Graf Lambsdorff 2002; Persson,
Rothstein, and Teorell 2010). Furthermore, the pat was proved to be
an interesting approach, as there are quite contrary opinions about
the use of fixed wages to fight corruptibility (Jost 2011; Sappington
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1991; Fehr, Gächter, and Kirchsteiger 1997; Pratt and Zeckenhauser
1981).

In short, the aim of this paper is to help fill the research gap
found between the focus of high wages as a tool for lowering cor-
ruption, and the research of corruption in the private purchasing
sector through an experiment. This experiment was constructed
in a way that the participant, or agent, played the role of an em-
ployee in a purchasing department of a company. In the company,
an important machine breaks down and it is the responsibility
of the respondent to choose one of the offers made by several
repairing companies. His/her employer does not see, if the em-
ployee chooses a favourable offer or not. The employee has the
chance to choose between ten different repair companies based
on two values. Firstly, how much the service to repair the ma-
chine will cost his/her employer, and secondly, how much the em-
ployee receives from the repair company in order to choose it. This
choice represented the dependent variable. It can therefore be seen
how corrupt the participant would act in the specific situation, if
he/she accepts the bribery, ‘the giving or offering of the bribe’ (see
https://en.oxforddictionaries.com/definition/bribery) from the other
party. Moreover, there were three sets of questionnaires with three
different wage levels, representing the independent variable.

research questions and hypothesis

From the resulting research gap, the subsequent research questions,
which will be answered in this paper, emerged:

1. Do low wages for employees working in the private purchasing
sector increase corruptibility?

2. Do high wages for employees working in the private purchasing
sector lower corruptibility?

The purpose of this paper is therefore to examine whether a dif-
ference can be observed in the behaviour of agents that receive dif-
ferent levels of wages. The research will show if different wage levels
will drive the agent to act more or less corrupt.

This will result in the following hypothesis:

h1 Low wages are related to the different levels of corruption in the
private purchasing sector.

This means that respondents in the low wage category will act dif-
ferently than respondents in the two higher wage classes concerning
their tendency towards corruption.
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h2 High wages are related with different levels of corruption in the
private purchasing sector.

This means that respondents in the high wage category will act
different from respondents in the two lower wage classes concerning
their tendency towards corruption.

Theoretical Background

The underlying theory for the current paper is the Principal-Agent
Theory. This theory was chosen out of the following reasons.

Firstly, Frank and Schulze (2000; 2003) use the theory as a back-
ground of their experiment. Therefore, it seems reasonable to choose
it also for the present experiment, as the ground-laying mechanism
is the same and the results will be comparable.

Secondly, in general, authors contest the pat a ‘great analytical
clarity’ (Levacic 2009, 33), by showing a clear mechanism in a simple
manner (Kivistö 2008; Klitgaard 1988). Furthermore, it allows show-
ing a holistic view of trade-offs and thereby grants to show a realis-
tic process of actions. (Johnston 2008; Klitgaard 1988). On the other
side, the main criticism against the used theory – that it is not well
applicable in all contexts and that the principal might not always be
benevolent (Johnston 2008; Arthurs and Busenitz 2003; Broadbent,
Dietrich, and Laughlin 1996; Graf Lambsdorff 2002; Klitgaard; Graf
Lambsdorff 2001; Aidt 2003) – do not matter in the current experi-
ment. This clearly shows that the advantages of the theory can be
used, while the disadvantages of the theory do not apply in the cur-
rent research, which gives it a strong informative value and confirms
its use.

Thirdly, the pat is linked to all crucial parts of the experiment.
Incentives play an important role in the mechanism of the theory
(Bamberg, Coenenberg, and Krapp 2008), which supports the focus
on wages. For the field of corruption it is even called the ‘predomi-
nant theory’ (Persson, Rothstein, and Teorell 2010, 4), which further
underlines its usability for the current experiment.

As the pat is a well-developed and commonly used theory, it will
only be explained in its most basic functionality and with reference
to the current research. The elementary pat sees two parties as de-
cisive: The principal, who is the ‘affected party’ that needs another
party to conduct a certain action. He/she knows about their aims
and tries to convince the agent, which usually has an information
advantage, to act in his/her favour. The agent is thereby the ‘act-
ing party’ that fulfils the demanded action, but usually with a wide
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range of possibilities in what way he/she can conduct the demand
by the principal. The relation is regulated by a contract, which sets
the framework of the cooperation (Pratt and Zeckenhauser 1991; Jost
2001, 13).

The pat starts from the assumption that ‘the principal cannot per-
fectly and costlessly monitor the agent’s action and information’
(Pratt and Zeckenhauser 1991, 2). Therefore, the pat aims at being
an instrument that helps finding the best structure for minimizing
the costs of the second-best solution, which are referred to as the
‘agency loss’ and therefore raise the overall welfare benefit to the
highest level possible (Pratt and Zeckenhauser 1991, 2).

In the current experiment, the underlying problem is the Moral
Hazard, or also named ‘hidden action’ (Kiener 1990, 23). In this case,
both parties had the same amount of information before and during
the conclusion of the contract, but afterwards the principal has an
information disadvantage (Schwaiger and Meyer 2011).

Literature discusses ways out of the Moral Hazard trap. Bamberg,
Coenenberg, and Krapp (2008) state two ways of tackling the prob-
lem. Firstly, the principal could monitor all actions of the agent. How-
ever, this seems too costly and would therefore go against the prin-
ciple of aiming at the maximisation of the overall benefit. Therefore,
the second solution, giving incentives to the agent in order to make
him/her comply with the principal’s wishes, seems to be the better
solution. Nevertheless, also the incentives have to include certain
functions in order to be effective: the mechanism must be visible
by both parties and must have an easily understandable underlying
structure, so that the agent can see how his/her actions affect the
outcome (Bamberg, Coenenberg, and Krapp 2008).

As can be seen, the pat sees a solution of the principal-agent
problem in offering the right incentives (Bamberg, Coenenberg, and
Krapp 2008). Furthermore, the pat assumes that all agents aim for
their highest possible income. This does not mean that the actors
only strive for monetary incomes, but as monetary incentives can be
easier expressed in economic terms, they are mostly used in the pat

(Jost 2001). In the pat, both parties want to maximise their personal
benefit. While for the principal this means to get the most profit out
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of his/her undertaking, for the agent this means to earn the most
with the least effort. Therefore, the crucial question is how to de-
sign wage schemes in order to align the aims of the principal and
the agent (Jost 2001). This question is widely discussed in literature.

As a conclusion of the reviewed literature about the pat it can be
said that fixed wages in view of the theory are mainly criticised due
to the fact that they do not show a clear relation between the ef-
fort that is put into work and the received incentive (Jost 2001; Pratt
and Zeckenhasuer 1985). Furthermore, the principal would need
to determine the fixed wage before knowing the characteristics of
the agent (Sappington 1991). On the other side, research from Fehr,
Gächter, and Kirchsteiger (1997) affirms the effectiveness of wages
and Jost (2001) sees advantages of fixed wages in e.g. securing the
agent against market risk or facilitating the payment scheme in con-
tinuous workflows, such as assembly lines.

Methodology

The following part will explain the experimental design and give in-
sight into the data collection.

experimental design

As mentioned before, the current experiment was based on the pre-
vious experiment by Frank and Schulze (2000; 2003). However, some
changes were made to make it fitting to the context of the private
purchasing sector. In order to understand how the content was de-
veloped, the following paragraphs will show how the current ex-
periment was constructed based on Frank and Schulze’s experiment
(2000; 2003).

In Frank and Schulze’s experiments (2000; 2003), students were
asked to fill in a questionnaire before going into movies of the stu-
dent’s film club. The role of the participants was to act as an agent
that has to decide which plumber company to choose in order to save
a 200 German Mark bill of the film club that had fallen down a drain-
pipe. Also in Frank and Schulze’s experiment, ten plumber compa-
nies with rising corruption levels were given as options. Half of the
students would be promised a fixed payment of 40 German Mark
after their contribution. Furthermore, through adding the chance of
being detected for some students with and without the promise of
a fixed payment, their studies were able to regard not only the in-
fluence of fixed payments, but also monitoring. Further hypothesis
treated the influence of study programmes the students were en-
rolled in, as well as the gender of the respondents. High importance
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was added to make the situation as much based on common knowl-
edge as possible.

To make the experiment fit to the chosen context of the private
purchasing sector, the following decisions were made.

First, in order to align it with the context of the private purchas-
ing sector, the student’s film club was changed into a multinational
company. The participants of this experiment had to play the role of
the ‘agent,’ in that case an employee working in the purchasing de-
partment of said company. In this way, it was also easy for them to
imagine or picture any real company, just as the students’ organiza-
tion on the previous experiment from Frank and Schulze (2000).

Second, the fixed payment of Frank and Schulze’s experiment
(2000; 2003) were changed into a fixed wage. The wages were de-
cided on an average income of someone working in the purchasing
sector with 5 years of experience (Pramböck 2014). The lower and
higher level wages were always approximately a third more or less
from this average wage, resulting in a low level net wage of 1.700 C, a
medium level net wage of 2.400 C and a high level net wage of 3.100
C. This complies with the reality in the purchasing sector in Austria,
since the experiment is done in this country and the average salaries
in the sector might be common knowledge.

Third, since the context for the present experiment is more for-
mal, it was decided to change the bill lost in the drainpipe to the
fixing of a very important and expensive machine used by the com-
pany. Moreover, the plumber company was simply changed to a ‘re-
pair company.’

Fourth, it was decided to leave the same amount of choices, mean-
ing ten, in order to have a good range. However, the amounts from
the offers by the repairing companies (‘The price the film club has
to pay’) and the sum the agents could get (‘The amount you receive’)
was changed (Frank and Schulze 2000, 105). The reason behind it
was that, in the present experiment, the amount had to match the
repairing of a very expensive machine, as opposed to the retrieving
of a bill from a drainpipe. Equal to the former experiment, one of the
options was left with ‘0’ as the amount the agent could receive, in
order to portrait it as the ‘no corruption’ option. The offers were also
presented in a table, for an easier visualization as seen in table 1.

Finally, the amounts that have been used for the current research
project lower the overall benefit in every step in order to be in
line with the assumption of pat and the initial model of Frank and
Schulze (2000; 2003). This means that corruption will not make a
maximization of the overall benefit possible, as the Principal-Agent-
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table 1 Corruption Levels

(1) (2) (3) (1) (2) (3)

r1 500 C 0 C r6 2,650 C 300 C

r2 850 C 75 C r7 3,200 C 380 C

r3 1,200 C 150 C r8 3,600 C 450 C

r4 1,650 C 190 C r9 4,000 C 510 C

r5 2,100 C 240 C r10 6,000 C 600 C

notes Column headings are as follows: (1) repair company, (2) price that your em-
ployer has to pay, (3) amount that you receive from the repair company.

Theory aims at (Dietz 1998). This means that for every more corrupt
step, there will be a higher overall cost:

Price the company has to pay (Rx) Price the company has to pay (Rx +1)

– Amount received by the employee
(Rx)

< – Amount received by the employee
(Rx +1)

Overall Benefit Overall Benefit

In addition, three questions asking for classification information
were included, in order to see the demographical background of the
respondents (Malhotra 2012).

data collection

The questionnaire was distributed virtually as well as per hand. For
the online distribution, the platform ‘Question Pro’ was used. The
link was spread via social media, as well as a with a data list of 1033
employees in the private purchasing sector. Via this distribution, ex-
actly 100 people took part in the online questionnaire. Physically,
the questionnaire was distributed on different events and locations
in the city of Graz, Austria. Besides a fair, also different events of the
fh Joanneum Graz were visited, which led to the high response rate
of younger people. Overall, 384 valid responses were collected.

As the instructions explained the situation, anyone could imagine
the context and act as the purchasing manager. Therefore, everyone
older than 15 years old could take part in the experiment. This age
limit was set based on the minimum age for working in Austria, as it
was believed that from this age on the role of the employee could
better be imagined (see https://www.help.gv.at/Portal.Node/hlpd/
public/content/171/Seite.171520.html).

Results

The chosen method to analyse the collected answers was the Chi
Square method. The reasons for choosing this method of testing
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table 2 Frequency Distribution

Gender Age Work experience

Female 166 15–18 years 9 No work exp. 48

Male 199 19–24 years 160 <2 years 71

Other 8 26–35 years 69 3–5 years 69

Total 373 36–46 years 53 6–10 years 33

Missing 11 46–65 years 70 11–20 years 53

>65 years 12 21–30 years 48

Total 373 31–40 years 34

Missing 11 >40 years 12

Total 368

Missing 16

table 3 Regrouped Basic Information

Repair company 1 Group 1 Not corrupt

Repair company 2–4 Group 2 Low corruptibility

Repair company 5–7 Group 3 Medium corruptibility

Repair company 8–10 Group 4 High corruptibility

are described in the following. Firstly, the authors of the initial
experiment also used the Chi Square method (Frank and Schulze
2000), which enhances comparability of the results. Secondly, the
dependent, as well as the independent variable are non-metric. The
Chi-Square Test is in the case of a frequency comparisons a non-
parametric test and can therefore be used with this type of data
(Cohen 1977) and can take into account more than one variable si-
multaneously (Malhotra 2012).

Before scrutinising the outcome of the Chi Square analysis, a fre-
quency analysis was conducted in order to see the distribution of
respondents. The results are presented in table 2.

As can be seen, the gender distribution was equal. It also be-
comes apparent that the largest group of respondents were young
respondents between 19 and 25 years, which is further reflected in
the distribution of work experience. However, as this was an ex-
periment and not a questionnaire, it is argued that external valid-
ity does not primarily depend on the equal representation of demo-
graphic groups (Lynch 1982). Furthermore, before conducting the
Chi Square analysis the ten different repair companies were re-
grouped into only four groups. This step was taken in order to meet
the requirements of the Chi Square Analysis to have at least five re-
spondents in every category (Malhotra 2012).
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table 4 ru_recoded * Wage_Level Crosstabulation

Wage_level Total

1700 2400 3100

ru_recoded 1.00 (a) 72.0 79.0 81.0 232.0

(b) 80.4 75.5 76.1 232.0

(c) 31.0 34.1 34.9 100.0

(d) 54.1 63.2 64.3 60.4

(e) –1.8 0.8 1.1

2.00 (a) 28.0 21.0 19.0 68.0

(b) 23.6 22.1 22.3 68.0

(c) 41.2 30.9 27.9 100.0

(d) 21.1 16.8 15.1 17.7

(e) 1.2 –0.3 –0.9

3.00 (a) 16.0 16.0 14.0 46.0

(b) 15.9 15.0 15.1 46.0

(c) 34.8 34.8 30.4 100.0

(d) 12.0 12.8 11.1 12.0

(e) 0.0 0.3 –0.4

4.00 (a) 17.0 9.0 12.0 38.0

(b) 13.2 12.4 12.5 38.0

(c) 44.7 23.7 31.6 100.0

(d) 12.8 7.2 9.5 9.9

(e) 1.4 –1.2 –0.2

Total (a) 133.0 125.0 126.0 384.0

(b) 133.0 125.0 126.0 384.0

(c) 34.6 32.6 32.8 100.0

(d) 100.0 100.0 100.0 100.0

notes Row headings are as follows: (a) count, (b) expected count, (c) percentage
within ru_recoded, (d) percentage within Wage_level, (e) adjusted residual.

Using ibm spss version 24, the data was analysed and produced
the results, which are presented in table 4.

The Chi Square table reveals in different ways, that there is no sig-
nificant difference and therefore h01 and h02 were not rejected. A
first impression can be given by regarding the expected counts and
the real counts. It becomes apparent that these values are not highly
different in the extracted cross tabulation, which is already a first
sign that shows that there might be no association (Malhotra 2012).
This impression is confirmed when looking at the Adjusted Resid-
uals. The Adjusted residuals represent Z-Scores that are significant
when they exceed the score of 1.96. As can be seen in the cross tab-
ulation, no cells show an adjusted residual that is higher than 1.96 or
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table 5 Chi-Square Tests

Item Value df as

Pearson Chi-Square 4.936 6 0.552

Likelihood Ratio 4.940 6 0.551

Linear-by-Linear Association 1.965 1 0.161

No. of Valid Cases 384

notes df – degrees of freedom, as – asymptotic significance (2-sided).

lower than 1.96, which shows that there is no significance (Garcia-
Perez 2014).

This is further underlined by table 5. The value of Pearson’s Chi
Square exceeds the significance level 0.05 substantially. Also the
value of 4.936 is far under the critical value of 12.592 that would
be necessary to result in a significance for a table with the degree
of freedom of 6 and a significance level of 0.05; as there is no sig-
nificance, the strength of association does not need to be regarded
anymore (Malhotra 2012).

Discussion

The outcome of the experiment showed that the research questions
were not affirmed. Which leads to the fact that both h0 were not re-
jected:

h01 High wages are not related with different levels of corruption
in the private purchasing sector.

h02 Low wages are not related to the different levels of corruption
in the private purchasing sector.

The result shows that the level of wages is not related to the level
of corruptibility of the respondents, when acting as employees in a
purchasing decision of the private sector.

This is in accordance with the findings of Frank and Schulze
(2003), who also did not find a significant impact of the level of
wages on the level of corruptibility, as long as they did not add the
determinant of monitoring to their research. Therefore, this result
also shows that the mechanism of pure wage level might not work
neither in a non-profit organization, such as Frank and Schulze’s
student’s film club, nor in the environment of a multinational com-
pany. It also showed that the question posed in Frank and Schulze’s
paper (2003), if it would make a difference to have a principal in-
stead of the experimenter giving the payment or the wage, can be
negated.
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Limitations

As a form of understanding corruption on a micro-level, using an
experiment was perceived as a well-working tool. Nevertheless, the
question arises how well respondents can really empathize with the
role they play in an experiment. Although literature (Stricker 1957;
Opp 1967) sees experiments as a reasonable way to find valid results,
in this special case, playing an employee in such a difficult situation
might have led to a more risk-taking result. Furthermore, as the re-
spondent only saw one wage level, he/she might not have thought
about if he/she perceived the wage level as high or low.

Furthermore, as only imaginary payoffs could be given, it might
also have influenced the results. It might be argued that this lead
participants to not truly commit to the experiment. Literature argues
that participants that are paid in cash might become more attentive
to their task, as well as more risk averse (Holt and Laury 2002).

Conclusion

The current experiment aimed at finding a relation between the level
of wages and the level of corruptibility in the private purchasing sec-
tor. Respondents were put in the role of employees in the purchasing
department of a private company. By classifying the respondents in
three different wage groups, it was analysed, if they would respond
differently due to their wages, in a situation where they could choose
between options of different corruption levels.

Although the results showed that wage levels do not directly im-
pact the level of corruption, the focus on wages showed to be quite
interesting. Fixed wages is a clearly understandable instrument that
would have led to precise implications for managers. Moreover, the
use of wages is also widely debated in corruption literature, which
brings this paper to contribute to the discussion by agreeing with the
group being critical of the usefulness of fixed wages to corruption.

A possible explanation for the result is the fact that fixed income
might not be an incentive that is variable enough. This means that it
is neither selective in rewarding the best employees, nor incentivis-
ing the employee to work harder (Bamberg, Coenenberg, and Krapp
2008; Jost 2011; Pratt and Zeckenhauser 1985). In addition, the miss-
ing link between the conduct of the agent and his/her wage might
have led the agent to not feel a connection of being responsible of
acting in favour of his/her principal. Sappington (1991) agrees by
stating that fixed wages do not take into account the characteristics
of the agent and are therefore not sufficiently influencing.
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As the comparison with other authors and the idea of the pat

shows, it becomes also apparent that many other factors could have
an influence in the corruptibility of purchasing managers. For the fu-
ture, it would be desirable to conduct the same experiment, but with-
out the focus on fixed wages. This also seems reasonable, as compa-
rable experiments of other authors that added another variable to
wages (Abbink 2000; Frank and Schulze 2000; 2003), did arrive at
significant outcomes. Therefore, for example, satisfaction with the
work place, monitoring, or the reciprocity, could be added as indirect
variables. By singling out the different variables, the structure of this
project might give valuable insight in what is important in order to
create work places where corruptibility can be as low as possible.
This is also supported by Frank and Schulze (2003) that see ‘system-
atical evidence’ as a necessity to ‘assess the different proposals for
fighting corruption.’

The current paper also added findings to the applicability of the
pat in the sector of corruption. In general, it can be said that the dis-
cussed advantages of the pat, such as the clear mechanism it shows
and the good applicability, were perceived as such during the exper-
iment, while the stated disadvantages were not apparent. Especially,
the advantages of using the pat in the field of corruption, such as
similar participating and decision-making parties, a similar mech-
anism of the pat and corruption that includes a common focus on
information asymmetry (Dietz 1998; Groenendijk 1997; Graf Lambs-
dorff 2001), are confirmed with this research. Furthermore, the cen-
tral focus on institutions of the pat (Dietz 1998) was seen as well
fitting for the type of research that was conducted. Finding out what
incentives work, in order to lower corrupt behaviour in employees,
can help shape institutions in finding well-working measures.

Finally, this experiment also contributed to the highly discussed
field of the role of income in a pat setting. It was in line with the
group of researchers that take a critical attitude against the use
of fixed income to prevent corruption (Bamberg, Coenenberg, and
Krapp 2008; Jost 2011; Pratt and Zeckenhauser 1985; Sappington
1991).

To sum it up, it can be concluded that fighting greed with money
seems to not be a solution – at least not with fixed wages.

Implications for Practice

The research showed that only concentrating on a high fixed income
might not be the most effective way to circumvent corruption. This
should lead managers to think about a variable incentive scheme.
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Furthermore, the present research should encourage businesses to
support further research that could show how incentive schemes
should be framed and what incentives could work to prevent cor-
ruption, also in the private sector.

Implications for Research

Firstly, it needs to be mentioned that the initial secondary research
clearly showed that the topic of corruption in the private sector
has not received sufficient attention so far. Although, comprehen-
sible reasons from different publications were found that explained
the high importance of research in the public sector, numbers from
Ernst and Young (2017), Argandoña (2003), and Rashid and Rashid
(2012) emphasized the necessity to focus more research on the pri-
vate sector. Therefore, this paper aimed at adding further insight and
drawing attention to the corruptibility in the private sector.

Secondly, the used model by Frank and Schulze can act as a simple
model that should be reused with different determinants. Instead of
different wage levels, different other factors, such as monitoring or
satisfaction with the workplace could be used. This would result in
an interesting comparison in order to see, what drives employees to
act corrupt.
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