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Abstract  
The spread of democracy during the Third Wave was accompanied by the expansion of one-

party autocracies. Compared to other non-democratic systems, one-party regimes are more 

durable, suffer fewer coups, and enjoy higher economic growth. Why are single-party regimes 

so resilient? In this paper, I argue that in certain single-party regimes, centralized politics and 

meritocratic promotion combine to create an incentive system conducive to development and 

economic growth, which in turn consolidate the regime’s capacity and legitimacy.  Using the 

case of local politicians in Vietnam, I employ a Regression Discontinuity Design (RDD) to 

provide evidence that promotion pressures in these regimes incentivize the political elites to 

rein in rent-seeking, corruption, and the extortion of businesses. These conditions subsequently 

result in better economic performance in the localities. 

 

 Keywords: Authoritarian politics, corruption, decentralization, firms, Vietnam
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1. Motivation 
The spread of democracy during the Third Wave was accompanied by the expansion of one-party 

autocracies. While democracy is now on the retreat, single-party regimes keep proliferating and 

have become the most common type of authoritarian rule (Magaloni & Kricheli, 2010). Compared 

to other non-democratic systems, one-party regimes are more durable (Geddes, 2003; Magaloni, 

2008), suffer fewer coups (Cox, 2008; Kricheli, 2008), and enjoy higher economic growth (Keefer, 

2007; Gandhi, 2008; Gehlbach & Keefer, 2011). Why are single-party regimes so resilient? This 

question has sparked much debate in political science. Scholars have pointed to the possibility of 

inner-Party forum being used to allow quasi-democratic debates among competing interests and 

facilitate bargaining with potential opposition (Gandhi & Przeworski, 2006). Others argued that 

these systems create a market for privileges based on the degree of loyalty, giving key groups in 

society vested interest in the survival of the regime (Wintrobe, 1998; Lust-Okar, 2005; Magaloni, 

2006; Geddes, 2006). One very important argument, however, comes from the study of the most 

successful single-party autocracy, both in terms of longevity and economic performance—China.  

 

Scholars of China have argued that centralized politics and meritocratic promotion combine to 

create an incentive system conducive to development and economic growth, which in turn 

consolidate the regime’s legitimacy and capacity. According to this argument, local leaders in China 

must compete in terms of performance in key socio-economic outcomes laid out by the Party 

leadership in order to advance in the political structure. Combined with a certain degree of 

decentralization, this system encourages local experimentation and competition, after which the 

winning strategy can be expanded to the entire country (Blanchard & Shleifer, 2001; Maskin et al., 

2000; Montinola et al., 1995; Whiting, 2001; Chen et al., 2005). However, despite its theoretical 

appeal, empirical evidence for the effectiveness of meritocratic promotion in single-party regimes 

has remained scarce. Without adequate, causally identified empirical backing in countries other 

than China, this important theoretical argument risks standing on flimsy legs. 

 

In this paper, I provide evidence that promotion pressures incentivize local politicians to rein in 

rent-seeking, corruption, and the extortion of businesses. In developing countries, SMEs and 

private firms widely consider regulatory burden and the predatory state to be the most serious 

impediments to economic growth and development. Using the case of Vietnam, I take advantage 

of a discontinuity in the promotability of local leaders to show that chances of promotion 
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significantly encourage politicians to reduce the extortion of domestic firms. Strikingly, this 

phenomenon manifests in all aspects of business, including early on during registration, 

continuously through regulatory inspections, and in the overall level of bribe burden that firms 

must shoulder as costs of doing business. 

 

2. Context  
Vietnam is an ideal setting to study how political incentives affect bribery and extortion of firms. 

First, Vietnam is an emerging market where business-to-government corruption is prevalent. The 

2018 Corruption Perception Index (CPI) by Transparency International ranked Vietnam 117th 

out of 180 countries included in the survey, below China, Indonesia, Thailand, and the Philippines 

in the East Asian region. According to the Vietnam Provincial Competitiveness Index (PCI) 

report, the leading enterprise survey in the country, 30.8 percent of businesses claimed to have 

paid informal charges to expedite land procedures, while 39.3 percent bribed public officials during 

inspections. In additional, 48.4 percent of firms agreed that paying commissions is necessary to 

win government procurement contracts (Malesky et al., 2019). Extortion of firms and citizens by 

local governments is also rampant in Vietnam (Kerkvliet et al., 2004; Malesky & Phan, 2019).  

 

Second, like China, Vietnam is a centralized single-party regime where the Communist Party 

maintains a strong grip on the career paths of local officials. In Vietnam, provinces are the 

primary sub-national administrative units. This paper studies Provincial People’s Committee 

Chairmen (PCOMs) who, if promoted, will either fill the Party Secretary position in the province 

or go to the central government in Hanoi to become (vice) ministers, (vice) chairmen of powerful 

Party organs, or for leadership positions in the National Assembly. The PCOMs are a particularly 

appropriate group for this research question since, no matter where they are promoted next, their 

selection must be approved by the Communist Party’s Central Committee, the Politburo and the 

Party Secretariat (Kerkvliet et al., 2004). This will be the first time in their career that promotion 

depends on approval from the Party elites. Their initial selection as PCOMs, at least legally, are 

outcomes of election by the provincial People’s Councils without the need for formal approval 

from above.1  

 

                                                           
1 Law on the Organization of Local Governments (2015) 
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Third, like in China, political selection in Vietnam is at least partially meritocratic. Candidates are 

evaluated on a wide range of socio-economic achievements prioritized by the Party, such as 

economic growth, poverty reduction, employment, investment attraction (Jensen & Malesky, 

2018), and pollution control (Shen, 2014). Hopeful candidates who seek promotion and higher 

Party status behave strategically so that their performance peaks during opportune time windows. 

In doing so, they create political cycles in public investment (Guo, 2009), pollution (Shen, 2014), 

corruption (Phan, 2020), and tax breaks (Chen & Zhang, 2020). Sometimes, the overzealousness 

to fulfill the higher-ups' criteria results in excessive fiscal extraction (Yu & Li, 2021) and even the 

loss of human lives (Kung & Chen, 2011). At other times, the PCOMs resort to the manipulation 

or downright fabrication of performance figures (Wallace, 2016). 

 

Finally, the PCOMs hold significant power in the province over which they preside. They can 

suspend or annul decisions of People’s Councils and Committees below at the district and 

commune levels. They also have full power of dismissal within the province. The body to which 

the PCOMs supposedly answer, the provincial People’s Councils, convene only a couple of times 

a year and only for a day or two. These meetings are mostly ceremonial as the Councils approve 

whatever is put in front of them, giving PCOMs great control (Kervliet et al., 2004). In fact, due 

to the relatively large number of local units in Vietnam,2 the central government’s influence over 

what happens inside the provinces can be weak (as opposed to central control over promotion). 

Some provinces become de facto fiefdoms under longstanding local leaders. More importantly, in 

Vietnam and China, the PCOMs actively manage the provincial economy in a way not seen in the 

West. According to a Chinese mayor, the biggest difference between the job in China and the US 

“is that [US counterparts] do not seem to manage the economy much. When I was mayor of 

Shouguang, my main effort was on grasping the economy, everything from fiscal growth to 

enterprise profit, peasant income, private economy, structural adjustment” (Guo, 2009). 

Consequently, the PCOMs play a major role in deciding the intensity of rent-seeking and extortion 

of the local economy. This applies to all respects of business, including business registration, 

regulatory monitoring, informal taxation, and procurement activities.  

  

                                                           
2 There are 63 provinces and major cities, compared to 34 in China. 
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3. Theory 
3.1. Local Politicians’ Three Broad Objectives 

During their tenure, provincial leaders seek to maximize their utility from three broad factors. 

First, many PCOMs would like to contribute to the betterment of their hometown or local 

populace. Leaders who prioritize this goal seek to attract investment, spur economic growth, and 

modernize the local economy and infrastructure. They aspire to improve education and healthcare, 

and most importantly, elevate the average local income by achieving high economic growth. 

Second, PCOMs, especially corrupt ones, seek to build up personal wealth and benefits. These 

come in the form of preferential treatment and nepotism, where local leaders use their power to 

put themselves and relatives in cushy positions in the local government, good schools, or even to 

cut the line and get special attention at public hospitals. The main sources of personal benefits, 

however, are informal incomes which often come from bribes by subordinates and the local 

business community. Lower-level public officials extort citizens and firms before transferring 

these bribes upward, either as regularized payments or in exchange for more lucrative positions in 

the local government. Sometimes citizens and firms directly approach local leaders to ask for 

preferential treatments, such as access to state-owned land or government contracts. Overall, this 

goal clashes with the first one since bribery, side dealings, non-transparency, and the extortion of 

local businesses tend to harm the provinces’ socio-economic performance. 

 

The third factor is the chance of promotion to the central government, which confers prestige 

and opportunities for further enrichment. Positions in the government ministries and central Party 

apparatus bestow a higher level of status and reputation as well as exposure to the national 

audience. As will be discussed further on, while local leaders must retire by age 60, higher-ranked 

officials in the central government have their retirement age increased to 65. Thus, a promotion 

prolongs the window for the local leader to make policies with nationwide implications, leave a 

lasting political legacy, and accumulate personal wealth. In general, the PCOMs’ support base in 

the province also holds such a move in high regard. First, given the large number of sub-national 

units in Vietnam, there is a certain prestige in having a local compatriot in high places in the 

national government. Moreover, research has also shown that provinces/districts/communes 

benefit financially and politically from having native-born individuals in power-wielding positions 

in Hanoi (Do et al., 2017). 
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The importance of promotion is also reflected in the lengths to which PCOMs are willing to go 

to polish their CVs for higher positions. Research in a similar context—China—shows that 

subnational leaders strategically ramp up fiscal expansions in the third and fourth years of their 

tenure when promotion opportunities are approaching (Guo, 2009). This increase in government 

spending is allocated to large-scale and highly visible development projects that can signal the 

politicians' competence. In addition, Chinese and Vietnamese local leaders use their authority to 

issue tax breaks to achieve impressive investment figures in alignment with promotion cycles 

(Chen & Zhang, 2020; Jensen & Malesky, 2008). Attempts to achieve economic growth at the 

right times also lead to political cycles in air pollution (Shen, 2016). Wallace (2016) provides 

evidence that provincial leaders even resort to deception, increasing the manipulation of GDP 

growth data significantly in the years with leadership turnover. 

 

3.2. Hypotheses 

While any PCOMs can pursue the first two goals at any point during their time in power, the third 

one is available to only a selected group and only during certain parts of their tenure. Due to laws 

and regulations governing mandatory retirement, the PCOMs’ age determines whether or not they 

are still promotable to the central government. For those who can still climb the ladder, their 

performance at managing the province, especially in terms of economic development, plays an 

important role in their competitiveness as a candidate when pitted against contenders from other 

provinces. 

 

As a result, all else being equal, I expect PCOMs who are still eligible for promotion to behave 

differently from those that can no longer compete for higher offices. First, provincial leaders in 

this group will use their control over the local apparatus to dial down the extortion of firms in 

order to spur economic activity. Such PCOMs also have incentives to avoid bad reputation and 

politically costly corruption scandals that can be detrimental to their career prospects. 

 

(H1 Corruption): Firms operating under PCOMs who are still eligible for promotion will report less 

extortion in all aspects of business than those under PCOMs who can no longer compete for higher offices. 
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PCOMs’ attempt to keep corruption down is not an end in itself but is meant to achieve higher 

growth numbers. Economic performance is both more important and a more easily measurable 

criterion for promotion than complaints of wrongdoings from the business community. 

 

(H2 Economic Growth): Provinces under PCOMs who are still eligible for promotion will achieve 

higher economic growth than provinces led by PCOMs who can no longer compete for higher offices. 

 

4. Data 
4.1. Data on Provincial Leaders 

There is no publicly available dataset on Vietnamese political leaders. The information on PCOMs 

in this paper comes from a multi-year data collection effort. I documented the tenures and basic 

characteristics of all provincial Party Secretaries and People’s Committee Chairmen from late 

1990s to 2020. Information comes from various and disperse sources, including Wikipedia pages 

and the Administrative Almanacs (Niem giam hanh chinh), which contain snapshots of the leadership 

composition at Vietnamese provinces every five years. The bulk of the information was found in 

online news articles from national and local outlets, which sometimes contained brief bios on the 

incoming and outgoing officials. 

 

I cross-checked the various sources to compile a comprehensive dataset of 628 Party Secretary 

and PCOM tenures. The data includes the exact years of the provincial leader’s terms, year of 

birth (and date of birth whenever possible), hometown, and education. More importantly, I 

documented the outcome of the leaders’ tenure, classifying them into five categories (1- Retired, 

2- Promoted, 3- Fired, 4- Demoted, and 5- Ill or Died in Office). This represents the first attempt 

to paint a comprehensive picture of leadership at Vietnamese local governments. 

 

4.2. Data on Firm-Level Corruption 

Data on various types of extortion comes from the Vietnam Provincial Competitiveness Index 

(PCI) survey. Established in 2005, the PCI is the largest annual enterprise survey in Vietnam. Its 

goal is to assess and rank provincial governments’ efforts in creating a favorable business 

environment for the development of the private sector. In the 2018 wave, 8,681 domestic private 

firms from all 63 provinces answered the full survey. The survey also collected responses from 
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1,577 foreign-invested enterprises (FIEs) from the 20 provinces and cities with the highest 

concentration of foreign direct investment. 

 

The PCI uses a stratified random sampling strategy within each of the provinces, with strata based 

on age (entered before or after 2010), broad sector (agriculture, manufacturing, services, natural 

resources), and investment type (sole proprietorship, limited liability, join stock, joint venture, and 

100 percent foreign owned). In 2018, the uncorrected response rate was 40 percent for the 

domestic survey and 32 percent for the foreign survey, although after correcting for incorrect 

addresses and contact information, the final response rate was about 50 percent for both 

instruments. About 70% of surveys were answered by the firm’s owner, CEO, or top manager, 

with the rest completed by other high-level managers or financial officers. 

 

In this paper, I use the domestic component of the PCI (PCI-DDI) to focus on local Vietnamese 

businesses. Compared to FIEs, domestic firms are much less mobile, have less bargaining power 

vis-a- vis the state and are therefore more vulnerable to extortion. The data covers a grand total 

of 111,354 respondents across 14 years from 2006 to 2019. I focus on three important variables 

that capture different aspects of firm-level corruption. First, I look at the reported total annual 

expenses on informal payments of all sorts (as a percentage of firm revenue). This variable captures 

the overall level of corrupt dealings. In the PCI data, this is an ordinal variable with seven levels. 

Following Bai et al. (2017), I converted this variable into a continuous measure by taking the mid-

point value of each group. The second variable of interest is a binary variable that asks PCI 

respondents whether they had to pay an informal fee to acquire a registration certificate—the 

document that all businesses need to operate. Third, much of the extortion takes place when 

inspectors visit firms to verify compliance with regulatory standards, such as fire safety, food 

sanitation, environmental standards, tax compliance, etc. I use a variable asking whether the firm 

had to give gifts (informal fees) to the government team during such inspections. Table 1 below 

summarizes the key characteristics of PCI respondents and the PCOMs in this study. Firms spend 

on average 3.43 percent of their annual revenues on informal fees—a sizable amount. About 32 

percent of firms had to pay bribes to speed up procedures during applications for registration 

certificates, while the corresponding number is a striking 46 percent for bribery during inspections. 

Data on the two latter variables is only available since 2016 when these questions were added to 

the survey. 
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4.3. Data on Night-Time Luminosity 

Provincial GDP numbers in Vietnam are notoriously inaccurate. I use night-time luminosity 

(nightlight) to reliably capture local economic activity. Data on nightlight in Vietnam comes from 

the collection and standardization effort by Minh Trinh at MIT (Trinh, 2019). This information is 

compiled from satellite imagery from two sources: The US Air Force Defense Meteorological 

Satellite Program’s Operational Linescan System (DMSP-OLS) and the Visible Infrared Imaging 

Radiometer Suite (VIIRS). The dataset provides information on the nightlight emitted by all 64 

provinces and major cities in Vietnam between 1992 and 2018. I created a growth variable aimed 

to capture annual changes in economic activity. 

Table 1: Summary Statistics 

 N mean sd min max p25 p75 

Bribe expenses (as % of 
revenues) 

62043 3.43 5.96 0.00 35.00 0.50 3.50 

Bribes for registration 
certificate 

12337 0.32 0.47 0.00 1.00 0.00 1.00 

Bribes during inspections 12337 0.46 0.50 0.00 1.00 0.00 1.00 

Equity at formation 62043 2.58 1.19 1.00 8.00 2.00 3.00 

Employment at formation 62043 2.04 1.06 1.00 8.00 1.00 3.00 

Sector: Industry 62043 0.14 0.35 0.00 1.00 0.00 0.00 

Sector: Service 62043 0.63 0.48 0.00 1.00 0.00 1.00 

Sector: Agriculture 62043 0.08 0.26 0.00 1.00 0.00 0.00 

Sector: Mining 62043 0.02 0.14 0.00 1.00 0.00 0.00 

Industrial zone 62043 0.08 0.27 0.00 1.00 0.00 0.00 

PCOM’s age at 
appointment 

188 52.02 3.45 40.00 59.00 50.00 54.50 

Female PCOM 188 0.03 0.16 0.00 1.00 0.00 0.00 

Local PCOM 188 0.66 0.47 0.00 1.00 0.00 1.00 

Retired at end of term 188 0.26 0.44 0.00 1.00 0.00 1.00 

Promoted at end of term 188 0.40 0.49 0.00 1.00 0.00 1.00 

Promoted to TW 188 0.08 0.27 0.00 1.00 0.00 0.00 

Promoted to Secretary 188 0.32 0.47 0.00 1.00 0.00 1.00 

Tenure at position 188 5.20 2.18 2.00 15.00 4.00 6.00 

Tenure at province 188 6.39 2.71 2.00 16.00 5.00 8.00 
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5. Research Design 
5.1. A Regression Discontinuity Design 

I make use of a discontinuity in the promotion chances of PCOMs to study the impact of career 

prospects on local corruption. This discontinuity involves a cutoff at age 55, whereby the PCOMs 

appointed before this age are still eligible for promotion, while those whose first appointment 

takes place after this age can no longer be promoted to higher offices. According to Vietnam’s 

Labor Law, the retirement age for public officials is 60 for men and 55 for women.3 There are, 

however, exceptions for important posts in the Party, such as vice ministers, leadership positions 

in the National Assembly, and provincial Party Secretaries—essentially all the possible destinations 

for PCOMs that are promoted.4 Retirement age is extended by five years for these positions, 

making it effectively 65 for men and 60 for women.5 6 Regulations on Cadre Appointment by the 

Ministry of Internal Affairs states that the first appointment need to leave enough time for the 

appointee to complete one full term of five years, echoing much earlier government resolutions.7 
8 Effectively, this means that PCOMs need to be selected for positions in the central government 

and as provincial Party bosses before the age of 60. To meet this cutoff, PCOMs’ must be first 

appointed before the age of 55 to allow for the completion of one full term. 

 

I argue that this threshold age of 55 is the key lever that separates the promotable PCOMs from 

those who no longer have any chance of climbing up the ladder. The key assumption of a 

regression discontinuity design is that this promotability (or the lack thereof) is the only 

substantive difference between a PCOM appointed at age 54 and one at age 55. Below, I include 

a balance table that examines key characteristics of PCOMs within 4 years on either side of this 

threshold. As demonstrated in Table 2, provincial leaders in these two groups are not statistically 

different in any meaningful respects such as gender, hometown status, or key characteristics of the 

domestic firms in their provinces. 

 

                                                           
3 Labor Law 2012, Clause 187, Item 1 
4 Resolution 53/2015/TT-CP 
5 Labor Law 2012, Clause 187, Item 3 
6 I use the cutoff age for male PCOMs for the sake of brevity. In practice, only 3 percent of the politicians in the 
dataset are female. 
7 Quy che bo nhiem can bo 2012, Clause 6.1.c, Ministry of Internal Affairs 
8 Decision 27/2003/QD-TTg 
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The regression discontinuity design reveals the local average treatment effect at the point of cutoff. 

The treatment variable in this case is Must Retire which is given a value of 1 if the PCOM was 

younger than 55 at the time of the initial appointment and 0 otherwise. The running variable (also 

called the assignment variable) is obtained by subtracting the cutoff from the age at appointment. 

This running variable—named FakeAge—is centered around 0 and ensures that the measured 

effect of the treatment variable capture only the impact of promotability and not other factors that 

also vary with age.  

 

Table 2: Balance Table 

 (1) (2) (3) 
Variable Promotable Must 

Retire 
diff 

Year of establishment 2,005.897 2,005.950 0.052 
 (2.963) (3.207) (0.515) 

Total equity at time of establishment 2.483 2.481 -0.002 
 (0.315) (0.314) (0.053) 

Employment size at time of establishment 2.100 2.134 0.034 
 (0.228) (0.246) (0.040) 

Mainly operate in 
Industry/Manufacturing/Construction 

0.165 0.150 -0.015 

 (0.136) (0.117) (0.023) 

Mainly operate in Services/Commerce 0.606 0.606 0.001 
 (0.085) (0.078) (0.015) 

Mainly operate in 
Agriculture/Forestry/Aquaculture 

0.082 0.078 -0.003 

 (0.042) (0.045) (0.008) 

Mainly operate in Mining 0.023 0.019 -0.004 
 (0.024) (0.019) (0.004) 

Mainly operate in Capital construction 0.232 0.233 0.001 
 (0.098) (0.076) (0.017) 

Number of licenses and permits needed to 
operate 

3.284 3.244 -0.040 

 (0.702) (0.778) (0.161) 

Number of times firm was inspected in the 
past year 

1.876 1.847 -0.029 
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 (0.315) (0.374) (0.057) 

Number of times firm was inspected by tax 
authority. 

1.150 1.079 -0.071 

 (0.918) (0.287) (0.135) 

Bribery as a share of revenue (%) 3.255 3.389 0.134 
 (1.024) (0.969) (0.179) 

Female 0.030 0.019 -0.011 
 (0.171) (0.136) (0.027) 

Work in hometown (C) 0.663 0.795 0.133 
 (0.476) (0.408) (0.084) 

Observations 100 54 154 

*Standard errors in parentheses    
 

5.2. Model Specifications 

I test Hypothesis 1 using this specification: 

yi = α + β1RetireMustj + β2FakeAgej + Ωj + Γi + ν + si 

Here, yi indicates the level of bribery reported by PCI respondent i—a firm that does business 

under a PCOM j. This variable is a continuous measure for the overall level of bribes and takes 

binary values for informal payments during registration and inspections. Ωj is a set of control 

variables for PCOM j. Γi is a vector of control variables for firm i. I also control for a series of 

year and sector fixed effects, captured by the term ν. Standard errors are clustered at the PCOM 

level. I expect β1 to be positive, which indicates that reported corruption is higher for PCOMs that 

are no longer eligible for higher offices. 

I test Hypothesis 2 with this model: 

yit = α + β1RetireMustj + β2FakeAgej + Ωj + µ + sit 

The unit of analysis in this model is a province-year. yit indicates the economic growth performance 

of province i at year t under PCOM j. As above, RetireMust and FakeAge are PCOM-level variables. 

Ωj is a set of control variables including PCOM characteristics.  µ indicates province-level effects. 

I expect β1 to be negative, which indicates that provinces under PCOM that are still eligible for 

promotion record faster economic growth. 
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Table 3: Balance Table  

 (1) (2) (3) 
Variable Promotable Must 

Retire 
diff 

Owner is a former government officer 0.033 0.031 -0.002 
 (0.014) (0.014) (0.002) 

Owner is a former military officer 0.039 0.038 -0.002 
 (0.023) (0.025) (0.004) 

Owner is a former SOE manager 0.093 0.088 -0.006 
 (0.027) (0.023) (0.004) 

Owner is a former SOE employee 0.127 0.128 0.001 
 (0.038) (0.032) (0.006) 

Quality of province-provided services: Telephone 4.813 4.843 0.030 
 (0.124) (0.148) (0.022) 

Quality of province-provided services: Infrastructure 4.131 4.153 0.023 
 (0.319) (0.297) (0.095) 

Quality of province-provided services: Access to 
Internet 

4.439 4.474 0.035 

 (0.211) (0.220) (0.037) 

Quality of province-provided services: Feedback to 
Petition 

3.497 3.510 0.012 

 (0.452) (0.362) (0.144) 

Quality of province-provided services: Public Transport 3.726 3.662 -0.064 
 (0.783) (0.592) (0.247) 

Quality of province-provided services: Electricity 4.454 4.518 0.064 
 (0.307) (0.279) (0.053) 

Quality of province-provided services: Water 4.427 4.478 0.051 
 (0.287) (0.270) (0.050) 

Quality of local labor 3.139 3.144 0.005 
 (0.112) (0.104) (0.019) 

Observations 100 54 154 

*Standard errors in parentheses    
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6. Main Results 

Table 4 presents the results on the impact of promotability on overall bribery expenses as a share 

of revenue. The basic model looks at the effect of Must Retire conditioned on the running variable. 

Model 2 allows for the possibility of differential slopes on either side of the cutoff by including an 

interaction term between treatment and the assignment variable. In Model 3, I consider the 

probability of a quadratic relationship between the assignment variable and bribery. Model 4 adds 

extra control variables, including several firms as well as PCOM characteristics. In Model 5 and 6, 

I include year and sector fixed effects. 

 

Across all different specifications, there is clear evidence of a significant jump in extortion as 

PCOMs get past the cutoff age of 55 at the time of appointment. Results from the full model 

suggest that firms operating under a PCOM that is eligible for promotion reported 0.76 percent 

lower expenditure on informal payments (as a share of revenue). This is a significant number, 

especially considering that the average reported bribe expenses are only 3.43 percent of firm 

revenue. This represents a reduction of more than 20 percent in total bribe amount. Figure 1 

illustrates this finding graphically. The left panel demonstrates a linear fit with differential slopes 

on either side of the cutoff. The right panel fits a quadratic relationship between bribery and the 

running variable. There is a clear jump in reported bribery at the cutoff age in both panels. 
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Figure 1: Discontinuity in Extortion 

 
 

There are multiple interesting results on the covariates. The evidence is clear and consistent that 

larger firms (measured by both employment and equity size) spend a smaller percentage of total 

revenue in informal fees. This does not suggest that such firms pay less; in fact, they do spend 

more on bribes, but the size-bribe relationship is concave. In addition, political connections have 

a positive relationship with bribes. The coefficients on proxies for connections—whether the 

business owner is formerly a government official, a military member, or a former SOE 

manager/employee—are all positive and statistically significant. The effect is also substantially 

large. An owner who is a former government official pays around one percent more of total firm 

revenue in bribes. Thus, the evidence seems to suggest that at least some of these bribes are rent-

seeking bribes, i.e., firms paying for access to business opportunities involving the state (such as 

government contracts). There can also be collusive bribes where state agents get paid to ignore 

firms’ regulatory violations. These stand in contrast to purely extortionate bribes where state 

agents extract payments from firms without any benefits for the latter.9 

  

                                                           
9 The terminology comes from Shleifer & Vishny (1993). 
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Table 4: Promotability and Overall Bribe Expenses 

 (1) (2) (3) (4) (5) (6) 

Basic Interaction Quadratic Controls Year 
FEs 

Full 

Must Retire 0.622∗∗ 0.729∗∗ 0.841∗∗ 0.666∗∗ 0.674∗∗ 0.755∗∗∗ 
 (0.306) (0.309) (0.343) (0.324) (0.279) (0.253) 
Distance from cutoff 
age at time of 
appointment 

 
 

-0.180∗∗ 

 
 

-0.136 

 
 

-0.421 

 
 

-0.398 

 
 

-0.186 

 
 

-0.233 
 (0.082) (0.095) (0.372) (0.340) (0.322) (0.280) 
Distance from cutoff 
squared 

  -0.070 -0.078 -0.010 -0.031 

 
 
Employment size at 
formation 

  (0.087) (0.080) 

-0.338∗∗∗ 

(0.077) 

-0.293∗∗∗ 

(0.065) 

-0.250∗∗∗ 

 
 
Equity at formation 

   (0.033) 

-0.097∗∗∗ 

(0.030) 

-0.118∗∗∗ 

(0.035) 

-0.082∗∗ 
 
 
Owner: Former govt. 

   (0.029) 

1.083∗∗∗ 

(0.028) 

1.036∗∗∗ 

(0.032) 

0.959∗∗∗ 
 
 
Owner: Former 
military 

   (0.192) 

0.520∗∗∗ 

(0.191) 

0.467∗∗∗ 

(0.190) 

0.576∗∗∗ 

 
 
Owner: Former SOE 
manager 

   (0.149) 

0.418∗∗∗ 

(0.147) 

0.374∗∗∗ 

(0.154) 

0.376∗∗∗ 

 
 
Owner: Former SOE 
employee 

   (0.107) 

0.525∗∗∗ 

(0.104) 

0.450∗∗∗ 

(0.109) 

0.413∗∗∗ 

    (0.091) (0.086) (0.101) 
Female    -0.190 -0.224 -0.458 

    (0.823) (0.491) (0.325) 
Age    -0.061∗ -0.034 -0.033 

 
 
Constant 

 
2.858∗∗∗ 

 
2.942∗∗∗ 

 
2.727∗∗∗ 

(0.033) 

6.098∗∗∗ 

(0.025) 

4.395∗∗∗ 

(0.026) 

3.985∗∗∗ 
 (0.184) (0.207) (0.360) (1.894) (1.419) (1.489) 
Year FEs No No No No Yes Yes 
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Sector FEs No No No No No Yes 
Legal Form FEs No No No Yes Yes Yes 
Observations 57713 57713 57713 51155 51155 39067 

R2 0.001 0.001 0.001 0.015 0.025 0.094 

Standard errors (clustered at the PCOM level) in parentheses. 
∗  p < 0.10,  ∗∗ p <0.05,  ∗∗∗ p < 0.01 

 

Table 5 shows evidence of a similar pattern when it comes to bribery for registration certificates. 

Bear in mind that a business license is quite straightforward and inexpensive to obtain for new 

business, with few stringent requirements. Therefore, any bribes paid to public officials at this step 

constitute a case of extortionate bribery—or what Shleifer & Vishny (1993) would consider 

corruption without theft. Such payments can also be considered “speed money” or “grease 

money.” The coefficient on Must Retire in the full model suggests that a barely promotion-ineligible 

PCOM lets extortion at this stage happens 23.8 percent more regularly than a counterpart on the 

other side of the cutoff. 
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Table 5: The Impact of Promotability on Bribery for Registration Certificate 

 (1) (2) (3) (4) 
Basic Interaction Quadratic Full 

Must Retire 0.175∗ 0.223∗∗ 0.248∗∗ 0.238∗∗ 
 (0.098) (0.105) (0.110) (0.103) 
Distance from cutoff age     

at time of appointment -0.035 -0.015 -0.074 -0.025 
 (0.022) (0.023) (0.099) (0.102) 
Must Retire X Distance  -0.101∗ -0.001 -0.089 

  (0.058) (0.177) (0.180) 
Distance from cutoff 
squared 

  -0.014 -0.003 

 
 
Employment size at 
formation 

  (0.023) (0.024) 

-0.035∗∗∗ 

    (0.013) 
Equity at formation    -0.012 

    (0.010) 
Owner: Former govt.    0.008 

    (0.076) 
Owner: Former military    0.062 

 
 
Owner: Former SOE 
manager 

   (0.082) 

0.100∗∗ 

 
 
Owner: Former SOE 
employee 

   (0.045) 

0.076∗∗ 

    (0.036) 
Female    -0.145 

    (0.104) 
Age    -0.002 

    (0.012) 
Constant -0.715∗∗∗ -0.677∗∗∗ -0.721∗∗∗ -0.544 

 (0.049) (0.050) (0.087) (0.691) 
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Observations 

R2 

17564 17564 17564 15592 

Standard errors (clustered at the PCOM level) in parentheses. 
∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01 

 
Bribery also happens much more frequently during inspections under PCOMs that are ineligible 

for promotion. As shown in Table 6, PCI respondents reported 24.4 percent higher frequency of 

such cases under provincial leaders who can no longer climb the ladder.  

 
Table 6: The Impact of Promotability on Bribery During Inspections 

 (1) (2) (3) (4) 
Basic Interaction Quadratic Full 

Must Retire 0.195∗ 0.175∗ 0.187∗ 0.244∗∗ 
 (0.104) (0.097) (0.106) (0.113) 
Distance from cutoff age 

at time of appointment 

 
-0.083∗∗ 

 
-0.094∗∗ 

 
 

-0.137 

 
 

-0.160 
 (0.032) (0.037) (0.142) (0.148) 
Must Retire X Distance  0.049 0.129 0.230 

  (0.069) (0.282) (0.288) 
Distance from cutoff 
squared 

  -0.011 -0.028 

   (0.034) (0.035) 
Employment size at 
formation 

   0.002 

    (0.009) 
Equity at formation    -0.006 

    (0.009) 
Owner: Former govt.    0.102 

 
 
Owner: Former military 

   (0.065) 

0.375∗∗∗ 
 
 
Owner: Former SOE 
manager 

   (0.051) 

0.159∗∗∗ 
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Owner: Former SOE 
employee 

   (0.031) 

0.141∗∗∗ 

 
 
Female 

   (0.035) 

-0.214∗∗ 
 
 
Age 

   (0.095) 

-0.065∗∗∗ 
 
 
Constant 

 
-0.298∗∗∗ 

 
-0.317∗∗∗ 

 
-0.348∗∗∗ 

(0.017) 

3.174∗∗∗ 
 (0.071) (0.079) (0.134) (0.932) 

Observations 

R2 

19924 19924 19924 17573 

Standard errors (clustered at the PCOM level) in parentheses. 
∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01 

 
It is very common for regulatory officials to take advantage of unclear legal provisions and new 

policies to create difficulties for businesses in order to extract bribes. Although laws may be passed 

at the national level, concrete implementations go through several stages, from broad guidelines 

by the ministries to specific instructions and circulars at the provincial-level departments. 

Therefore, local leaders may benefit from creating an uncertain legal environment for the purpose 

of rent-grabbing. The PCI asks firms to rate, on a scale of 4, how much they agree with the 

statement “Provincial officials use regulations as instruments to extract rents.” As shown in Table 7, 

businesses that operate under barely-ineligible PCOMs agree more wholeheartedly with such 

sentiment. 

 

Table 7: Firm Agrees that Provincial Officials Use Regulations to Extract Rents 

 (1) (2) (3) (4) (5) (6) 
Basic Interacti

on 
Quadrat

ic 
Controls Year 

FEs 
Full 

Must Retire 0.156 0.172 0.205∗ 0.214∗∗ 0.212∗∗ 0.206∗∗ 
 (0.115) (0.112) (0.102) (0.088) (0.085) (0.084) 
Distance from cutoff age       

at time of appointment -0.019 0.007 -0.082 -0.104 -0.106 -0.100 
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 (0.023) (0.029) (0.100) (0.086) (0.083) (0.082) 
Distance from cutoff 
squared 

  -0.021 -0.028 -0.028 -0.027 

 
 
Employment size at 
formation 

  (0.024) (0.019) 

-0.028∗∗ 

(0.019) 

-0.028∗∗ 

(0.018) 

-0.027∗∗ 

 
 
Equity at formation 

   (0.013) 

-0.028∗∗ 

(0.013) 

-0.027∗∗ 

(0.013) 

-0.029∗∗ 
 
 
Owner: Former govt. 

   (0.012) 

0.209∗∗∗ 

(0.012) 

0.208∗∗∗ 

(0.013) 

0.193∗∗∗ 
 
 
Owner: Former military 

   (0.058) 

0.141∗∗ 

(0.058) 

0.140∗∗ 

(0.062) 

0.141∗∗ 
 
 
Owner: Former SOE 
manager 

   (0.056) 

0.128∗∗∗ 

(0.055) 

0.129∗∗∗ 

(0.055) 

0.136∗∗∗ 

 
 
Owner: Former SOE 
employee 

   (0.043) 

0.109∗∗∗ 

(0.043) 

0.109∗∗∗ 

(0.043) 

0.101∗∗∗ 

 
 
Female 

   (0.034) 

0.066∗∗ 

(0.034) 

0.062∗∗ 

(0.035) 

0.052∗ 
    (0.027) (0.027) (0.029) 
Age    -0.007 -0.005 -0.005 

 
 
Constant 

 
2.261∗∗∗ 

 
2.322∗∗∗ 

 
2.252∗∗∗ 

(0.013) 

2.608∗∗∗ 

(0.013) 

2.508∗∗∗ 

(0.013) 

2.252∗∗∗ 
 (0.076) (0.090) (0.096) (0.747) (0.752) (0.814) 
Year FEs No No No No Yes Yes 
Sector FEs No No No No No Yes 
Legal Form FEs No No No Yes Yes Yes 
Observations 10302 10302 10302 6017 6017 6017 

R2 0.003 0.006 0.006 0.031 0.031 0.044 

Standard errors (clustered at the PCOM level) in parentheses. 
∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01 
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7. Robustness Checks 
Next, I carry out a series of sensitivity analyses. Results from a regression discontinuity design are 

sensitive to two major specification choices. If the change in promotability at the cutoff age is the 

main driver behind corruption outcomes, there should be no jump at alternative values of the 

cutoff: the bandwidth and the specific cutoffs. For the findings to be valid, they must remain 

under different choices of bandwidth. In contrast, we need to cutoff point to be “special.” 

 

In the main analysis, I picked a bandwidth of four years on either side of the cutoff age. Figure 2 

shows that the findings are robust to alternative bandwidth choices, from two years to eight years. 

Figure 3, on the other hand, shows that there is indeed something special about the cutoff age of 

55. Even when we try out the same analyses with placebo discontinuities from 50 to 57, the 

threshold of 55 is the only place with a statistically significant jump in extortion as reported by 

PCI respondents. 

 

Figure 2: Alternative Bandwidths 
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Figure 3: Placebo Cutoffs 

 
 
8. Promotability and Economic Growth 

For provincial leaders who are still promotable to the central government, the end goal is to 

achieve higher growth numbers in the province to showcase their management capabilities and to 

garner support for appointments into important posts. The reining in of extortion and bribe-taking 

is only a means toward this goal. As a result, Hypotheses 2 posits that provinces with chairmen 

who can still climb the ladder will record faster growth during the chairman’s tenure. 

 

Table 8 provides supportive evidence for Hypothesis 2. Growth performance dropped 

significantly at the promotability cutoff—about 9.3 percent in the full model. This is a substantial 

effect, given that the average growth in night-time luminosity at Vietnamese provinces is only 21.8 

percent.  

 
Table 8: Promotability and Economic Growth  
 

 (1) (2) (3) (4) (5) 
 Basic Interaction Quadratic Year FEs Full 
      

Must Retire -0.070* -0.089** -0.109** -0.108** -0.093* 
 (0.040) (0.044) (0.051) (0.042) (0.047) 
Distance from cutoff age at 
time of appointment 0.024** 0.018 0.080 0.111*** 0.135*** 

 (0.011) (0.011) (0.051) (0.042) (0.046) 
Distance from cutoff 
squared   0.015 0.025** 0.032*** 
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   (0.012) (0.010) (0.011) 

Constant 0.163*** 0.150*** 0.194*** -0.122** -0.164** 
 (0.026) (0.027) (0.048) (0.052) (0.069) 
Year FEs No No No Yes Yes 
Province FEs No No No No Yes 

      
Observations 564 564 564 564 564 

R2 0.008 0.011 0.013 0.363 0.409 
      

 
Standard errors (clustered at the PCOM level) in parentheses. 

 
∗  p < 0.10,  ∗∗ p <0.05,  ∗∗∗ p < 0.01 

 
The coefficient on the running variable is also positive which suggests, the cutoff aside, that older 

PCOMs tend to perform better in terms of GDP growth. The fact that growth numbers move in 

the opposite direction right at the cutoff hints at the importance of promotability. Chances of 

higher offices weigh heavily in the minds of provincial leaders when picking their economic 

management strategy during their time in power. The results are robust to alternative bandwidth 

sizes and placebo cutoffs, as illustrated by Figures 4 and 5. 

 

Figure 4: Alternative Bandwidths 
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Figure 5: Placebo Cutoffs 

 
 

9.  Conclusion 

Why are single-party regimes so resilient? In this paper, I provided evidence that centralized 

personnel control and a decentralized incentive system combine to encourage good governance 

and economic growth. More specifically, I showed that promotion incentives spur sub-national 

leaders in Vietnam to strive for greater growth by dialing down on the extortion of the local 

business community. The outcome manifests itself in multiple facets of business operations. Firms 

bribe less initially to register their business and continuously during regulatory inspections. Overall, 

the share of revenues that firms spend on informal payments are lower, and they are less likely to 

negatively view regulations as instruments of extortion used by public officials. Crucially, the more 

comfortable business environment also comes with higher economic growth in the provinces led 

by PCOMs who can still climb the political ladder. These findings complement Yu & Li (2021) 

who, using a similar research design, found that Chinese local leaders who are promotable strive 

to achieve impressive revenue numbers, and in doing so resort to excessive taxation. This seems 

to suggest that taxation and extortion (informal taxation) act as substitutes to one another. When 

necessary, local politicians can reduce extortion in return for faster economic growth and higher 

official tax revenues.  
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These findings offer novel and causally identified evidence in support of the view that centralized 

politics and meritocratic promotion in single-party systems can boost outcomes which, in turn, 

contribute to the longevity and resilience of the regime. Future research is needed on how these 

implications speak to the short horizon and Olsonian story. According to these competing 

theories, stationary bandits that extract from the same fixed local population have longer cost-

benefit horizons which can lead to controlled extortion and longer-term development strategy. 

This paper also clears the path for interesting future research on its implications. These results 

suggest that autocrats should keep their henchmen incentivized by making promotability more 

universal, for example, by relaxing rules on mandatory retirement age. Such a move, however, may 

reduce the promised gains of higher offices since it may lead to increased turnover in positions in 

the central government. Another potential direction of research concerns the optimal number of 

subnational units. Given a fixed number of central offices, local leaders may be disheartened by 

fierce competition and low chances of promotion if there are too many provinces. In the opposite 

case, they can also become overly complacent if promotion is perceived to be guaranteed. 
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