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I. Analysis of the dissertation structure and methods used 
 
The doctoral dissertation submitted for assessment by the candidate Anna Kochanova, 
comprises of three main chapters which are structured as articles. First article is titled The 
Impact of Bribery on Firm Performance: Evidence from Central and Eastern European 
Countries, Second article The Impact of Telecommunication Technologies on Competition in 
Services and Goods Markets: Empirical Evidence and third article Country Stress Events: 
Does Governance Matter? Each chapter is further sub-structured. In addition the dissertation 
includes a common introduction (preface) and bibliography. 

In the first chapter the candidate focuses on bureaucratic corruption as a hindrance of the 
private sector development. By combining two rich datasets on corruption (BEEPS) and firm 
level financial statements (Amadeus) candidate contribute to the ongoing debate about the 
consequence of corruption on economic performance. The candidate presents two main 
conclusions. First, that a higher bribery level negatively affects both, the sales and labour 
productivity growth of firms. And second, that conditional on a given level of bureaucratic 
corruption in a narrowly defined local market, a higher unevenness of firms’ bribing behavior 
within such a market appears to facilitate firm performance. However I have to stress that 
these results are probably driven by the situation in three most representative countries in the 
sample, Russia, Ukraine and Romania, with more than 70 percent of all observations in the 
sample. Although the candidate provides robustness check on different institutional 
environments in analyzed countries the results are somehow mixed.  

 Reply: According to the estimations on different subsamples of firms, the main drivers 
of the results are small and large firms (not micro firms), and services firms. Another 
outcome is that in countries with better institutions firms suffer more from bribery levels and 
at the same time benefit more from bribery dispersion (especially for labor productivity), 
conditional on having everything else equal. Since Russia, Ukraine and Romania belong to 
the group of countries with weaker institutions, it is unlikely that they drive the results per se. 
However, given that they comprise 70% of the sample they should be quite influential in the 
sample. To see how these countries drive the results, I estimate the specification (1.1) for the 
following three cases: (1) separately for Russia, Ukraine and Romania and for all other 
countries excluding these three; (2) the same as (1) but excluding micro firms, which tend to 
be affected the least by bribery; (3) estimate separately coefficients on bribery and bribery 
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dispersion for two groups of countries: Russia + Ukraine + Romania and the rest, using the 
whole sample.     

In the first case we see, that for the dependent variable “sales growth” we do not observe 
negative coefficient on “bribery level” for the sample of countries excluding Russia, Ukraine 
and Romania. However, for the “productivity growth” dependent variable the general 
conclusion holds.    

  (I) (II) (III) (IV) 

 Russia, Ukraine, Romania w/o Russia, Ukraine, Romania 

 Sales  Productivity  Sales  Productivity  

 Growth Growth Growth Growth 

Bribery Level -0.057*** -0.081*** 0.038*** -0.071*** 

 (0.008) (0.007) (0.010) (0.011) 

Bribery Dispersion 0.238*** 0.202*** -0.007 0.104*** 

 (0.012) (0.011) (0.013) (0.015) 

Total Assets -0.058*** -0.050*** -0.080*** -0.058*** 

 (0.005) (0.005) (0.006) (0.006) 

Employees -0.080*** 0.002 -0.104*** 0.151*** 

 (0.006) (0.006) (0.005) (0.006) 

Total Assets Squared -0.001 -0.003*** 0.000 -0.004*** 

 (0.001) (0.001) (0.001) (0.001) 

Employees Squared -0.007*** 0.020*** 0.004*** -0.002** 

 (0.001) (0.001) (0.001) (0.001) 

Profitability 0.018 -0.031*** -0.013** -0.026*** 

 (0.011) (0.008) (0.006) (0.005) 

Market Share -0.225** -0.530*** -0.472*** -0.407*** 

 (0.114) (0.114) (0.054) (0.052) 

Leverage 0.013*** 0.023*** 0.071*** 0.096*** 

 (0.004) (0.003) (0.005) (0.005) 

Cash Flow 0.071*** 0.033*** 0.044*** 0.021*** 

 (0.014) (0.008) (0.010) (0.006) 

N observations 494,866 496,373 153,542 152,856 

N group 339,661 340,686 113,691 113,301 

R2 within 0.176 0.093 0.176 0.077 

 Second, if we exclude micro firms from the sample, then general conclusion about the impact 
of bribery on firm performance holds for both “sales growth” and “productivity growth” 
dependent variables!!!  

  (I) (II) (III) (IV) 

 Russia, Ukraine, Romania w/o Russia, Ukraine, Romania 

 Sales  Productivity  Sales  Productivity  

 Growth Growth Growth Growth 

Bribe -0.138*** -0.098*** -0.023* -0.114*** 

 (0.008) (0.007) (0.013) (0.014) 

Bribe Dispersion 0.253*** 0.238*** 0.064*** 0.176*** 

 (0.010) (0.009) (0.015) (0.017) 

Total Assets -0.057*** -0.032*** -0.052*** -0.009 
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 (0.006) (0.005) (0.010) (0.012) 

Employees -0.303*** 0.045*** -0.124*** 0.320*** 

 (0.008) (0.007) (0.011) (0.014) 

Total Assets Squared 0.003*** -0.002*** -0.002*** -0.007*** 

 (0.001) (0.000) (0.001) (0.001) 

Employees Squared 0.016*** 0.013*** 0.007*** -0.023*** 

 (0.001) (0.001) (0.001) (0.002) 

Profitability -0.026*** -0.057*** -0.013 -0.023 

 (0.008) (0.007) (0.022) (0.023) 

Market Share -0.444*** -0.865*** -0.373*** -0.341*** 

 (0.135) (0.128) (0.049) (0.056) 

Leverage 0.025*** 0.024*** 0.064*** 0.062*** 

 (0.004) (0.004) (0.007) (0.008) 

Cash Flow 0.136*** 0.047*** 0.095*** 0.001 

 (0.009) (0.008) (0.024) (0.025) 

N observations 264,183 264,060 71,844 71,430 

N group 192,731 193,125 55,521 55,247 

R2 within 0.275 0.134 0.198 0.118 

Third, if we keep the parameters of control variables the same for all countries, and estimate 
separately the coefficients on “bribery level” and “bribery dispersion” for two groups of 
countries, then we see negative coefficients on “bribery level” and positive on “bribery 
dispersion” confirming the general conclusion, and the result for countries with weaker vs. 
stronger institutions (lower coefficient on “bribery level” for both dependent variables, and 
lower coefficient on “bribery dispersion” for labor productivity for Russia + Ukraine + 
Romania).   

  (I) (II) 

 
Sales  Productivity  

 
Growth Growth 

Bribery Level * RUR -0.059*** -0.084*** 

 (0.005) (0.005) 

Bribery Level * non-RUR -0.261*** -0.355*** 

 (0.010) (0.010) 

Bribery Dispersion * RUR 0.204*** 0.224*** 

 (0.009) (0.008) 

Bribery Dispersion * non-RUR 0.126*** 0.236*** 

 (0.014) (0.015) 

Total Assets -0.074*** -0.036*** 

 (0.002) (0.002) 

Employees -0.068*** -0.009*** 

 (0.003) (0.003) 

Total Assets Squared 0.003*** -0.002*** 

 (0.000) (0.000) 

Employees Squared -0.009*** 0.021*** 

 (0.000) (0.000) 

Profitability -0.003 -0.033*** 

 (0.004) (0.004) 
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Market Share -0.750*** -0.967*** 

 (0.079) (0.073) 

Leverage 0.030*** 0.038*** 

 (0.002) (0.002) 

Cash Flow 0.079*** 0.039*** 

 (0.005) (0.005) 

N observations 627,525 626,669 

N group 445,752 445,640 

R2 within 0.228 0.124 

Note: RUR stands for the sample of countries that includes only Russia, Ukraine and 
Romania. Standard errors robust to heteroskedasticity and clustered at the firm level are in 
parentheses. *p<0.1; **p<0.05; ***p<0.01. 

Therefore, we might observe different results for different separate counties due to different 
characteristics (profitability, leverage, etc.) of firms operating in these countries, but if we 
consider identical firms from different countries, the general conclusion holds. I have to 
admit, though, that Russia, Ukraine and Romania drive determination of these “identical 
firms”. In this respect it would be good to do the analysis from the paper for separate 
countries in the future research.      

Also I would point out that bribery is the most evident way of corruption being mostly present 
in countries with less developed institutions. However there are empirical evidences that 
corruption doesn’t vanish necessarily in countries with more developed institutions but rather 
transforms in different types of corruption. Political corruption, for example, that refers to 
“abuse of public office for private gains” is evidenced in Slovenia and other non-transition 
countries. The special way of privatization of state owned companies that sampled countries 
performed in the nineties might reveal the details about corruption practices in analyzed 
countries. Political corruption is usually related with ownership of the firms and more 
evidenced in state owned firms. I’m wondering in what extent the results on firm size, 
presented in dissertation on p.24, are actually driven by the fact that there is no control for 
ownership. Big firms in post-transition economies are more likely to remain under state 
control if compared with medium or small firms.  

 Reply: I agree that in more developed countries political and legislative corruption 
prevails rather than bureaucratic. However, in the paper I focus only on bureaucratic or petty 
corruption which occurs between firm managers and public officials. I added in the Footnote 
2 “The focus of this paper is solely bureaucratic or, in different words, petty corruption”. 
 
 The point about privatization and ownership structure of firms is important. However, 
given the data availability, I am afraid that I will not be able to address it. Amadeus has 
ownership data only for very limited number of firms – therefore I do not use it at all in the 
analysis. I added a footnote (# 33) in the subsection “Manufacturing and service firms” 
which is before “Firm size”: “Unfortunately, data limitations do not allow to control for 
firms' ownership structure in the analysis.” Further, the primarily goal of the paper is to look 
at the effects of bribery environments on firm performance, while adding ownership structure 
variables would create additional endogeneity problems. To justify a little bit the current state 
of the paper, I have to notice that my sample for 1999-2007 covers mostly after-privatization 
period for transition countries. After the privatization, the ownership structure likely remains 
the same over time. In the regressions, therefore, firm fixed effects likely absorb firms’ 
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ownership structure. Consequently, ownership structure likely does not affect the results of 
estimations. 

Nevertheless, I am grateful for the suggestion to focus on ownership structure. This is 
a good topic for further research if new data would allow ownership structure variables to 
enter different specification, interaction, and separate clearly the ownership effect.  

The second chapter (co-authored by Vahagn Jerbashian) explores how the higher use and 
wider adoption of telecommunication technologies increase the market competition by 
reducing the costs of entry. On one hand telecommunication technologies increase market 
completion as it lowers information acquisition and consumer search costs. However, on the 
other hand, technology leads to higher product differentiation and increase market power of 
competitors. By applying difference-to-difference estimation procedure the authors show that 
the first effect is significantly higher and wider adoption of telecommunication technologies 
significantly increase the level of product market competition. The results seem plausible and 
lots of robustness checks have been applied in the chapter. Using Amadeus database may 
raise an important question of selection bias being acknowledged (and partially treated) also 
by authors.  

 Reply: Thank you. 

The third chapter (co-authored by Carlos Caceres) explores the linkages between countries’ 
quality of governance, institutions and business environments to propensity to have fiscal or 
political stress events. To analyze these relationships the authors use governance measures 
obtained from the Worldwide Governance Indicators covering the period from 1996 to 2009 
for about 200 countries. By introducing two innovative indicators to measure stress events, 
comparing the means of the governance indicators and applying logistic regression the 
authors provide evidence that weaker institutions increase incidence of both fiscal and 
political stress events.  

Having panel set for many countries for substantial number of years I would expect authors to 
include more dynamics into a model. The probability for fiscal stress probably increases more 
if debt-to-GDP ratio shows a significant upward trend (but is still relatively low) if compared 
with a country with high debt-to-GDP ratio but a positive dynamics (lowering debt-to-GDP 
ratio). Recent examples of some EU member countries are clear evidences of these 
phenomena. Adding dynamics into the model would bring additional moments for discussion. 

 Reply: Thank you for this suggestion, it would be interesting to implement it in the 
future research, it we move from governance indicators and delve into interdependence 
between fiscal indicators. The focus of the current paper, however, is only governance 
indicators, I think it will be shifted too much if we start to consider dynamics and non-linear 
effects.      

It’s not quite clear what is the intuition behind the negative coefficient of debt-to-GDP ratio in 
the model of predicting fiscal stress. 

 Reply: Thank you very much for pointing this out. That was my mistake; I mixed up the 
names of variables in the logit regressions for the fiscal stress indicator. In the Table 3.8 
should be positive coefficients on Debt-to-GDP and negative on Budget Balance. It is fixed 
now. Now everything is according to the logic – higher debts and fiscal deficits are associated 
with higher probability of fiscal stress events.       
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For a reader it would be beneficial to explain drop in observations in tables 3.8 and 3.9 in 
footnote.  

 Reply: I added the footnote 22: “In comparison with Table 3.8 we observe a large 
drop in number of observations used for estimations. This is due to less number of years in the 
sample (till 2006, while for the fiscal stress exercise we have till 2010). In addition political 
stress events occur in smaller number of countries.” 

As a general comment I would suggest to a candidate to highlight contribution to the literature 
in the second and third chapter more consistently.   

In all of its three chapters, the submitted doctoral dissertation brings adequate contribution to 
scientific literature. 
 
 
II. Concluding assessment 
 
In sum, I find that the doctoral dissertation titled Essays on Governance and Economic 
Performance submitted for evaluation by Anna Kochanova, represents a methodologically and 
empirically in-depth demanding study that satisfies standards for awarding PhD degree and, 
as such, is suitable for defense. 
 
Based on the facts above and as a member of the dissertation evaluation committee, I hereby 
provide a 

positive assessment of this doctoral dissertation. 
 
 
 
Ljubljana, 4 October 2013 

Assoc.Prof. Polona Domadenik, PhD. 
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