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The Impact of Corruption on Twisted Allocation of Entrepreneurship of Private
Entrepreneur

HE Xuan', MA Jun?, ZHU Li-na®, LI Xin—chun®
(1. School of Economics and Trade, Guangdong University of Foreign Studies, Guangzhou 510000, China;
2. Business School, SUN YAT-SEN University, Guangzhou 510000, China;
3. School of International Business Administration SUFE, Shanghai 200000, China)

Abstract: Based on the national private business investigation database (2002—2010), this paper analyzes
the private entrepreneurs’ allocation of entrepreneurship from the macro to micro by building a pool data model.
The empirical results show that: (DCorruption inhibits the willingness of entrepreneurs significantly to invest their
time into productive activities and promotes the preference of entrepreneurs to invest their time into unproductive
activities, which results in the twisted allocation of entrepreneurship. However, the marketization could significantly
ease the twisted allocation of entrepreneurship. @ For a period of time, unproductive activities can improve
enterprise performance while productive activities have an inhibitory effect. And this effect is mainly reflected in the
region where there is a high degree of corruption. No matter what level the marketization develops into, investing
time into unproductive activities helps to escalate the enterprise performance remarkably whereas productive
activities do the opposite when the corruption becomes severe. When the corruption goes into lower level, whatever
degree the marketization takes, unproductive inputting would take neither the superior nor the inferior effects
distinctly on the firm performance. The results mean that corruption has indirectly affected enterprise performance
through channeling entrepreneurial talent into productive and unproductive activities. Meanwhile, the mechanism
operated is that private business owners have to take advantage of quenching a thirst with poison by inputting more
time into unproductive activities to obtain living space. It is an effective approach to insist on socialist market—
oriented reforming to curb this maelstrom.
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