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Control of Corruption and Foreign Direct Investment:
Evidence of Panel Data

Ramiar Refaei, Morteza Sameti, Shahrzad Seyedsalehi, Zhiar Refaei
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This paper examines the impact of corruption on foreign direct
investment (FDI) By using panel data approach and fixed effect
estimation Over the period 1985-2014, In order to choose between
different methods (Pooled Least Squares (PLS), fixed effects, and
random effects (RE)), Chao (F. Limer) and Hausman tests are used.
The results show that corruption not only reduces investment but also
changes the composition of investment in countries that are the origion
of investment flows. It presents two key findings. First, corruption
results in relatively lower FDI from countries that have signed OECD
Convention on International Business Transaction. Second, corruption
results in relatively higher FDI from countries with high levels of
corruption. This suggests that investors who have been exposed to
bribery at home may not be deterred by corruption abroad, but instead
seek countries where corruption is prevalent.

JEL classification: C33, F21, K4
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