


















 



  

 





  

 

    
 
 









 









 
less accurate hypotheses tests” (Wooldridge, 2009, p.95). IV estimates do tend, as a general rule, to have 
higher standard errors than OLS ones and this by itself is not a reason to prefer OLS. But when there is no 
reason to suspect endogeneity, then it is a valid reason to choose OLS. The variance found in IV is larger 
than the variance in OLS, which also indicates more noise in the regression equation making it more 
difficult to estimate the partial effect of corruption on growth (Wooldridge 2009). The presence of 
heteroskedasticity does not cause OLS to be biased although OLS does not any longer have the smallest
variance among linear unbiased estimators in the presence of heteroskedasticity (Wooldridge 2009). 
Moreover, this heteroskedasticity problem is solved by VCE option with OLS in Stata.  













 



 
 

 

 

 

 

 

 

     

not be done as the model fitted on these data fails to meet the asymptotatic assumptions of the 
Hausman test. Each of the tests mentioned above fails to reject the null that the variable is exogenous at 
any conventional level. It may, therefore, be concluded that the main variable of interest, corruption is 
exogenous in the regressions and thus the regressions do not suffer from the problem of endogeneity. 



I












