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Introduction 

The goal of this paper is the analysis of the factors which impact on ethical differences 

between the United States and Latin America.   

The study correlates 160 indicators on the following factors that affect ethics: 

• Firm’s related factors: Market power, innovation, unique inimitable resources 

• Cultural factors: Power, Individualism, Masculinity, Uncertainty Avoidance 

• Religious factors: Protestantism and Catholicism  

• Political factors: Democratic institutions, rule of law, political freedom, 

functioning of the government  

• Economic factors: Economic freedom, property rights, regulations, resources 

 

… with 220 indicators related to the following ethics components.  

• Human Development: Long and healthy life, knowledge, decent standard of 

living, and equality 

• Corruption: Bribes and illegal payments, tax evasion and informal economy 

• Ecology: pollution. 



 

1. Firm’s related factors: Market power, innovation, unique inimitable resources 

It is an accepted principle that firms need to maximize stock value in order to succeed.  In 

a paper published by the Journal of Interdisciplinary Economics (Stegmann, 2007) it was 

demonstrated that in order to maximize stock value, firms need to maximize 3 variables: 

• Firms need to maximize profits, which are driven by market power 

• Firms need to maximize growth, which is driven by innovation 

• Firms need to maximize capital, which is driven by unique, inimitable and rare 

resources. 

The consequence of this is that firms need to maximize: market power (it requires to 

control the customers, the competition and the markets), innovation and the use of 

resources. This has widespread ethical consequences 

• The need to control consumers leads to consequences such as: abuses in 

advertising, manipulation of consumers autonomy, advertising of alcohol and 

tobacco, violence in movies and music, high interest loan market and financial 

greed, product liability, product safety and risks, consumer health, genetically 

modified products, protection of infants, deception and bluffing in sales, false 

information about a product or service, false price claims, bait and switch 

practices and unfulfilled promises.  

• The need to control the competition leads to actions such as: unfair competition, 

abuse of monopoly power, dumping, contributions to political parties, espionage 

and bribery.   

• The need to use the resources leads to abuses of the environment: air, water and 

land pollution, depletion of resources, environmental accidents, bio engineering 

abuses, global warming, acid rain, ozone layer depletion and hazardous waste.  

• The need to use resources leads to abuses of human resources: employee 

screening, overwork, sweatshops, employee lack of privacy, sexual harassment, 



discrimination, workplace safety, downsizing, layoffs and abuses in executive 

pay.  

In order to confirm such views, we will analyze whether such maximization of stock 

value has positive or negative ethical consequences.  

 

Firm’s factors and ethics. Market Power. 

The following chart shows the correlation between the variables mentioned above. The 

chart shows only the set or correlations which have a high value. The chart shows a 

positive correlation between market power and human development and a negative 

correlation between market power and corruption. 

 

 

 

We will use following charts to help visualizing such correlations. In the following charts 

throughout the rest of this paper, the chart at the left will show the correlation with the 

human development dimension of ethics, the chart in the middle will focus on the 

impact on corruption, and the chart at the right on the impact on the environment.  

Market power ►

Ethics
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Quality of Public Schools 0.96 0.94 0.86 0.92 0.87 0.86 0.88 0.95 0.93 0.93 0.90 0.92 0.92 0.91 0.92

Difference in Quality of Schools 0.88 0.86 0.78 0.85 0.81 0.80 0.80 0.90 0.87 0.88 0.87 0.89 0.86 0.86 0.86

Difference in Quality of Healthcare 0.90 0.88 0.83 0.85 0.83 0.81 0.84 0.89 0.88 0.90 0.88 0.90 0.88 0.86 0.88

Tax Evasion 0.95 0.93 0.90 0.91 0.91 0.90 0.91 0.91 0.90 0.93 0.90 0.91 0.93 0.91 0.92

Organized Crime 0.88 0.88 0.87 0.89 0.90 0.87 0.88 0.87 0.86 0.88 0.87 0.88 0.89 0.89 0.88

Unreported Profits and Wages 0.64 0.59 0.77 0.69 0.80 0.79 0.69 0.68 0.72 0.74 0.79 0.79 0.76 0.76 0.77

Irregular Payments in Exports & Imports 0.95 0.94 0.94 0.96 0.97 0.96 0.95 0.94 0.92 0.94 0.94 0.95 0.98 0.96 0.97

Irregular Payments in Government Procurement 0.92 0.91 0.96 0.96 0.98 0.95 0.94 0.93 0.91 0.93 0.94 0.94 0.96 0.95 0.96

Irregular Payments in Tax Collection 0.95 0.94 0.95 0.96 0.98 0.95 0.95 0.95 0.93 0.95 0.96 0.96 0.98 0.96 0.98

Irregular Payments in Public Contracts 0.97 0.96 0.96 0.97 0.97 0.95 0.96 0.96 0.93 0.95 0.96 0.96 0.98 0.97 0.98

Irregular Payments in Loan Applications 0.93 0.92 0.96 0.95 0.98 0.96 0.95 0.94 0.92 0.95 0.96 0.96 0.98 0.97 0.98

Imports of goods and services

(% of GDP)
-0.69 -0.68 -0.76 -0.77 -0.74 -0.74 -0.73 -0.68 -0.66 -0.66 -0.66 -0.69 -0.72 -0.71 -0.70

Net foreign direct investment inflowsb

(% of GDP) 
-0.54 -0.52 -0.61 -0.57 -0.57 -0.55 -0.56 -0.52 -0.54 -0.55 -0.57 -0.59 -0.57 -0.56 -0.56

Health expenditure Private 0.59 0.57 0.55 0.54 0.51 0.50 0.50 0.53 0.60 0.56 0.53 0.55 0.53 0.53 0.52

Gender-related development index 0.89 0.89 0.79 0.87 0.83 0.74 0.81 0.84 0.73 0.72 0.48 0.62 0.88 0.86 0.81

National poverty line -0.71 -0.80 -0.59 -0.71 -0.51 -0.40 -0.72 -0.77 -0.51 -0.52 -0.54 -0.54 -0.71 -0.80 -0.66

Gender-related development index

(GDI)
-0.88 -0.88 -0.78 -0.86 -0.82 -0.76 -0.80 -0.84 -0.74 -0.73 -0.47 -0.62 -0.88 -0.86 -0.81

Informal Sector 0.49 0.44 0.67 0.55 0.70 0.67 0.57 0.53 0.57 0.59 0.67 0.66 0.62 0.62 0.64

Population below income poverty line -0.62 -0.69 -0.72 -0.74 -0.58 -0.41 -0.62 -0.57 -0.48 -0.46 -0.53 -0.51 -0.69 -0.73 -0.57

Estimated earned income (PPP US$) Female 0.68 0.70 0.47 0.58 0.40 0.42 0.56 0.60 0.57 0.59 0.45 0.50 0.53 0.52 0.47

Internally displaced people (thousands) 0.84 0.93 1.00 0.50 0.32 0.91 0.60 0.96 -0.28 -0.87 -0.19 0.00 0.92 0.91 0.65



They show a controversial conclusion: market power seems to be good.   

 

Left chart. Human development. The Resource View of the Firm explains the positive 

correlation: a higher Market Power is the result of the unique (better) resources of the 

firms and the country. They generate higher human development. 

Middle chart. Corruption. Better resources generate more wealth, which in turn lowers 

corruption. Lower corruption invites investors which fosters higher wealth and high 

human development.   

Right chart. Environment. There is no correlation between ecology and market power. 

Probably an explanation is the fact that local firms use resources from other countries, 

many of them with poor environmental regulations.  The impact on human resources has 

not been analyzed yet.  

 

Firm’s factors and ethics. Innovation. 

The following chart shows that innovation has a positive correlation with human 

development and a negative correlation with corruption.  

 



 

 

The proxy used to visualize innovation in the following chart is “Firm level R&D”. They 

shows that innovation has a positive effect on ethics  

 

Left chart. Human development. It is easy to understand that innovation fosters human 

development, in terms of better medicine, lower costs that enable higher consumption, 

etc.  

Middle chart. Corruption. Higher human development reduces corruption.  

Right chart. Environment. The impact on the environment, exhaustion of the resources 

and the stress generated on the human resources, suppliers and the communities do not 

seem to be duly represented in this chart. 

 

Firm’s factors and ethics. Conclusions.  

The literature supporting the link between resources and market power is extense: Rumelt 

(tangible and intangible entry barriers, knowledge creates market power), Bain 

Innovation ►

Ethics
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Irregular Payments in Exports & Imports 0.96 0.97 0.92 0.96 0.96 0.94 0.90 0.95 0.97 0.95 0.95 0.71 0.70 0.96 0.95 0.97 0.96 0.97

Irregular Payments in Govt. Procurement 0.97 0.97 0.95 0.95 0.93 0.91 0.87 0.93 0.95 0.97 0.96 0.73 0.71 0.94 0.93 0.96 0.96 0.93

Irregular Payments in Tax Collection 0.97 0.97 0.93 0.97 0.96 0.94 0.90 0.95 0.97 0.96 0.96 0.71 0.71 0.96 0.95 0.98 0.96 0.96

Irregular Payments in Loan Applications 0.98 0.98 0.96 0.96 0.96 0.93 0.89 0.95 0.97 0.98 0.97 0.76 0.75 0.96 0.95 0.98 0.96 0.96

Business Costs of Corruption 0.97 0.97 0.94 0.96 0.96 0.94 0.90 0.95 0.98 0.97 0.96 0.73 0.71 0.96 0.96 0.98 0.98 0.96

Quality of Public Schools 0.85 0.89 0.79 0.93 0.92 0.92 0.93 0.93 0.93 0.84 0.91 0.49 0.44 0.91 0.92 0.91 0.90 0.92

Difference in Quality of Schools 0.81 0.84 0.77 0.86 0.86 0.87 0.87 0.86 0.88 0.80 0.87 0.44 0.40 0.85 0.86 0.87 0.85 0.85

Difference in Quality of Healthcare 0.82 0.85 0.76 0.89 0.90 0.91 0.93 0.90 0.89 0.80 0.88 0.48 0.42 0.88 0.90 0.88 0.86 0.86

Tax Evasion 0.88 0.91 0.82 0.92 0.94 0.93 0.90 0.92 0.92 0.88 0.93 0.57 0.54 0.91 0.93 0.92 0.90 0.95

Organized Crime 0.88 0.88 0.82 0.88 0.88 0.88 0.83 0.88 0.89 0.87 0.89 0.60 0.64 0.88 0.88 0.89 0.87 0.90

Unreported Profits and Wages 0.85 0.78 0.89 0.71 0.72 0.71 0.62 0.71 0.77 0.86 0.78 0.80 0.78 0.75 0.74 0.79 0.78 0.70

Irregular Payments in Public Contracts 0.96 0.98 0.92 0.98 0.97 0.96 0.93 0.97 0.98 0.95 0.96 0.70 0.68 0.96 0.96 0.98 0.96 0.97

Internally displaced people (thousands) 0.50 0.25 0.73 0.75 0.76 0.83 0.93 0.72 1.00 0.50 -0.42 1.00 0.86 0.99 0.87 0.50 0.99 1.00

Gender-related development index 0.82 0.82 0.12 0.80 0.77 0.79 0.81 0.82 0.78 0.64 0.64 -0.20 -0.25 0.78 0.82 0.79 0.79 0.81

Imports of goods and services (% of GDP) -0.74 -0.73 -0.70 -0.72 -0.69 -0.66 -0.64 -0.71 -0.69 -0.72 -0.68 -0.70 -0.65 -0.71 -0.73 -0.72 -0.75 -0.69

Informal Sector 0.76 0.67 0.82 0.58 0.59 0.56 0.47 0.57 0.64 0.77 0.67 0.83 0.79 0.62 0.59 0.66 0.66 0.54

National poverty line 1990-2003 -0.64 -0.73 -0.24 -0.70 -0.72 -0.69 -0.70 -0.68 -0.73 -0.45 -0.63 0.05 0.16 -0.65 -0.65 -0.70 -0.46 -0.66

Estimated earned income Female 0.34 0.46 0.14 0.60 0.61 0.58 0.71 0.60 0.47 0.27 0.48 -0.09 -0.13 0.57 0.59 0.46 0.43 0.57

Corruption Perception -0.04 -0.01 -0.01 0.00 -0.03 0.08 0.09 0.05 0.06 -0.02 -0.01 -0.17 -0.14 -0.04 -0.03 -0.02 0.06 0.03

Human development index (HDI) value 0.17 0.27 0.06 0.35 0.34 0.36 0.45 0.36 0.29 0.13 0.24 -0.07 -0.10 0.31 0.35 0.26 0.28 0.38

Life expectancy at birth 0.25 0.32 0.18 0.37 0.36 0.38 0.44 0.37 0.33 0.21 0.28 0.11 0.04 0.32 0.36 0.30 0.32 0.40



(differentiation, scale economies, capital requirement). Bothwell and Holterman 

(advertising intensity, Comanor and Schmalensee (product differentiation), 

Schmanlensee (advertising). Amit and Schoemaker (human capital as key resource), 

Barney (value, rare, inimitable, non-substitutable, organization oriented resources), 

Eisenhardt and Martin (dynamic capabilities as a source of competitive advantage), Fiol, 

Eisenhardt, and Martin (innovation to sustain unique resources), Makadok (capacity 

building), Nelson and Winter (organizational resources), Penrose (managers to select the 

right resources), Spender (dynamic capabilities). Wernerfelt (tangible assets, intangible 

assets, and capabilities). 

Market power is seen as negative, however it produces human development and reduces 

corruption. 

The impact on the environment is difficult to be assessed as developed countries source 

their raw materials from other countries.  The impact on human resources, by country, 

must be assessed.  

 

2. Cultural factors: Power, Individualism, Masculinity, Uncertainty Avoidance 

This analysis is based on Hofstede cross cultural differences factors. 

 

Cultural factors and ethics. Power / distance. 

Power / distance is the extent to which the less powerful members of institutions and 

organizations within a country express and accept that power is distributed unequally. 

Power / distance has a very strong positive correlation with corruption, and negative 

correlation with human development 

 



 

 

 

Power / distance seems to be a negative factor for every dimension of ethics 

 

Power Distance Index

Contributing family workers (%) Men 0.87

Contributing family workers (%) Women -0.87

Net secondary enrolment ratio (%) -0.84

Net secondary enrolment Female ratio (%) -0.82

Annual population growth rate (%) 0.82

Quality of Public Schools -0.79

Internet users (per 1,000 people) -0.78

Researchers in R&D (per million people) -0.76

Population ages 65 and older (%) -0.75

Population under age 15 (%) 0.74

Difference in Quality of Schools -0.72

Female economic activity (as % of male rate) -0.72

Enrolment ratio for schools (%) -0.72

Business Costs of Corruption -0.71

Irregular Payments in Govt. Procurement -0.70

Under-five mortality rate (per 1,000 live births) 0.70

Population undernourished (% of total) 0.70

Employment by economic activity (%) Industry Men -0.70

Total fertility rate (births per woman) 0.69

Irregular Payments in Public Contracts -0.69

Irregular Payments in Tax Collection -0.68

Employment by economic activity (%) Agriculture Men 

1995-2003 0.68

Informal Sector 0.67



Left chart. Human development. Hofstede indicates that larger Power / distance fosters 

tolerance for inequalities, lower interest for education, less efficiency in the public 

administration. Political instability and corruption push away investments and wealth. 

Middle chart. Corruption. High Power / distance countries tend to disregard democratic 

institutions, which act as guarantors of the rule of law. High power government 

wrongdoings cannot be controlled by weak institutions.  

Right chart. Environment. Without democratic institutions and rule of law the 

environment is not well protected. The effect on human resources must be analyzed. 

 

Cultural factors and ethics. Individualism  

Individualism pertains to societies in which the ties between individuals are loose. The 

chart underneath shows that individualism correlates positively with human development 

and negatively with corruption 



 

 

This conclusion is controversial: individualism has a positive correlation with ethics 

 

Individualism

Researchers in R&D (per million people) 0.94

Telephone mainlines (per 1,000 people) 0.93

Estimated earned income (PPP US$) Female 0.92

GDP per capita (PPP US$) 0.91

Internally displaced people (thousands) 0.91

Quality of Public Schools 0.89

Internet users (per 1,000 people) 0.89

R&D expenditures (% of GDP) 0.89

Health expenditure. Per capita. (PPP US$) 0.88

Carbon dioxide emissions. Per capita. (tons)
0.88

Receipts of royalties and license fees (US$ per person)
0.87

Electricity consumption per capita  (kilowatt-hours) 0.87

Net secondary enrolment ratio (%) 0.86

Population ages 65 and older

(% of total) 0.82

Population under age 15 (% of total) -0.80

Gender-related development index. Value 0.79

Human development index (HDI) value 0.79

Population undernourished (% of total) -0.79

Employment by economic activity (%) Industry Men 0.78

Difference in Quality of Healthcare 0.78

Enrolment ratio schools (%) 0.77

Irregular Payments in Public Contracts 0.77

Difference in Quality of Schools 0.76

High-technology exports(% of manufactured exports) 0.75

Business Costs of Corruption 0.75

Annual population growth rate (%) -0.73

Informal Sector -0.72

GDP PPP US$ billions 0.71

Population with sustainable access to improved 

sanitation (%) 0.70

Irregular Payments in Tax Collection 0.69

Primary exports (% of merchandise exports) -0.69

Inequality measures -0.68



Left chart. Human development. Individualism promotes self reliance, education, 

entrepreneurship and wealth creation and these factors promote human development.  

Middle chart. Corruption. The protection of individual’s liberties require strong 

democratic institutions which promote rule of law.  

Right chart. Environment. There is no correlation with environmental protection. The 

impact on human resources must be analyzed.  

 

Cultural factors and ethics. Masculinity / femininity 

Masculine relates to factors such as assertiveness, focus on material success, and 

competitiveness) while femininity focus on relations, care, social environment, modest, 

tender, quality of life. Masculinity / femininity does not correlate significantly with ethics 



 

The theory predicts this lack of correlation between Masculinity – femininity and ethics 

 

Left chart. Human development. There is no correlation between human development 

and Masculinity-Femininity. Masculine countries (Japan) and feminine ones (Sweden) 

may have excellent levels of human development.  

Masculinity

Internally displaced peoplea 0.99

Prevalence of smoking (% of adults) Men -0.88

Prevalence of smoking (% of adults) Women -0.82

Public expenditure on education.  As % of GDP 0.75

GDP per capita annual growth rate (%) -0.70

Net secondary enrolment. Ratio of female to male 0.54

Average annual change in consumer price index (%) 0.51

Youth literacy. Female rate as % of male rate 0.51

Traditional fuel consumption (% of total energy requirements) -0.50

Adult literacy. Female rate as % of male rate 0.49

Transparency (Corruption Perception)
-0.48

Manufactured exports (% of merchandise exports) 0.46

Primary exports (% of merchandise exports) -0.45

High-technology exports(% of manufactured exports)
0.44

Share of income or expenditure. (%) Richest 10% -0.43

Contributing family workers (%) Men -0.41

Inequality measures -0.41

Female economic activity (ages 15 and older)  (%) 0.41

Contributing family workers (%) Women 0.40

Public expenditure on education As % of total government 

expenditure -0.39

Ratio of estimated  female to male earned income 0.39

Organized Crime -0.38

Tuberculosis cases (%) -0.38

Population below  income poverty line -0.37

Inequality measures. Richest 20% to poorest 20% -0.37



Middle chart. Corruption. The more masculine countries experience more corruption, 

probably for the lack of welfare, social security which may foster some feeling of lack of 

protection on the citizens.  

Right chart. Environment. There is a very weak negative correlation between ecology and 

Masculinity. Probably the “non-caring” aspect of masculinity also expands on the 

environment. The impact on human resources must  be analyzed.  

 

Cultural factors and ethics. Uncertainty avoidance 

Uncertainty avoidance is the extent to which the members of a culture feel threatened by 

uncertain or unknown situations. It has some negative correlation with human 

development 



 

 

The interpretation is complex as the US is the only country with lower Uncertainty 

Avoidance of the sample 

 

Uncertainty 

avoidance

Youth literacy. Female rate as % of male rate -0.96

Researchers in R&D (per million people) -0.90

Adult literacy. Female rate as % of male rate -0.86

Cellular subscribers (per 1,000 people) -0.83

One-year-olds fully immunized against tuberculosis (%) 0.77

Share of income or expenditure (%) Poorest 10% -0.74

Internet users (per 1,000 people) -0.73

Carbon dioxide emissions. Share of world total -0.72

High-technology exports(% of manufactured exports)
-0.70

Internally displaced people -0.70

Inequality measures 0.70

Contributing family workers (%) Men 0.69

Net secondary enrolment ratio (%) -0.67

Difference in Quality of Schools -0.67

Public expenditure on education. As % of GDP -0.61

Quality of Public Schools -0.58

Primary exports (% of merchandise exports) 0.57

Business Costs of Corruption -0.56

Irregular Payments in Loan Applications
-0.56

Ratio of estimated  female to male earned income -0.55

Female economic activity As % of male rate -0.55

Inequality measures. Richest 10% to poorest 10% 0.55

Difference in Quality of Healthcare
-0.54

Population below  income poverty line 0.53



Left chart. Human development. The negative correlation between UAI and human 

development is not predicted by the theory. Countries with low UAI are better at 

developing innovations and countries with high UAI at implementing them. Both create 

wealth.  

Middle chart. Corruption. There is no explanation for this correlation between UAI and 

corruption.  Normally higher Uncertainty Avoidance generates an orientation to more 

planning, regulations, rule of law, what is not the case in this sample (e.g.: Germany 

and France).  

Right chart. Environment. There is no correlation between UAI and ecology.  

 

Culture and ethics. Conclusions 

The culture is one of the pillars of a country’s behavior.  

Countries with high Power-distance or low Individualism such as Latin America, do not 

prioritize democratic institutions or rule of law.  

Although relationship can become an interesting way to produce a social knit, such 

network of relationships can degenerate and produce a widespread exchange of favors, 

which weakens a fair social exchange.  

High Power produces the need to disregard the political institutions, rule of law, as the 

citizens do not feel represented by them. In addition they feel they have the right to 

resist them.  

On the other side, a society based on independent individuals such as the US, where 

lower power promotes equality, where each individual needs to be independent, self 

reliant, educated, entrepreneurial. 

A society that defends the democratic institutions as the guarantors of civic liberties, 

that defends law and regulations, becomes more predictable, attracts investments and 

prosperity.  

 

 



3. Religious factors: Protestantism and Catholicism  

In this module we will analyze whether Catholicism, which is the religion prevalent in 

Latin America, and Protestantism, the religion prevalent in the United States, may have 

any impact on ethics.  

 

Religious factors: Catholicism 

The chart below shows that Catholicism has a weak positive correlation with corruption 

and negative with human development 

 

 

The explanation for this performance can be found in the history: Catholicism showed 

some disregard for institutions and regulations. This is changing after Vatican II 

Catholics

Informal Sector 0.73

Unreported Profits and Wages 0.73

Annual population growth rate (%) 0.68

Irregular Payments in Loan Applications 0.62

Public expenditure on education. As % of GDP -0.62

Population with sustainable access to improved sanitation (%) -0.61

Irregular Payments in Government Procurement 0.61

Business Costs of Corruption 0.59

Irregular Payments in Tax Collection 0.57

Irregular Payments in Exports & Imports 0.57

Organized Crime 0.56

Youth literacy. Female rate as % of male rate 0.56

Irregular Payments in Public Contracts 0.55

Receipts of royalties and license fees (US$ per person) -0.55

Seats  in parliament held by women  (% of total) Senate -0.53

Imports of goods and services (% of GDP) -0.51

Share of income or expenditure (%) Richest 10% 0.48

Tax Evasion 0.47

Public expenditure on education % of government expenditure -0.45

Urban population (% of total) 0.44

Inequality measures 0.43



 

Left chart. Human development. Catholicism defends principles such as “Natural Law” 

and “Common good” which fosters some fundamentalism (high Power distance) and 

disobedience to institutions generating instability. It does not promote an asceticism 

based on hard work and community orientation as Protestantism.   

Middle chart. Corruption. Illegality is the result of poverty, inequality (for high Power 

distance), disregard for institutions and regulations (rule of law), lower culture of hard 

work, and lower orientation to the community.   

Right chart. Environment. There is no correlation with ecology. The impact on human 

resources must be analyzed. 

 

Religious factors: Protestantism 

The chart below shows that Protestantism correlates positively with human development 



 

 

Protestantism promotes independence, self reliance, community orientation, equality and 

hard work 

 

Left chart. Human development. These factors lead to an increase in education, health, 

equality, wealth creation, all of them components of human development  

Protestants

Researchers in R&D (per million people) 0.94

R&D expenditures (% of GDP) 0.89

Carbon dioxide emissions. Share of world total 0.82

Telephone mainlines (per 1,000 people) 0.80

Gender-related development index 0.76

GDP per capita PPP US$ 0.76

Internet users (per 1,000 people) 0.70

Health expenditure Per capita (PPP US$) 0.63

Net secondary enrolment ratio (%) 0.63

Population with sustainable access to improved 

sanitation (%) 0.63

Net secondary enrolment Female ratio (%) 0.62

Receipts of royalties and license fees 0.60

Human development index (HDI) value 0.59

Electricity consumption per capita  (kilowatt-hours) 0.57

Female legislators, senior officials, managers (%) 0.57

Population ages 65 and older (% of total) 0.53

Cellular subscribers (per 1,000 people) 0.51

Share of income or expenditure (%) Poorest 20% 0.51

Probability at birth of surviving to age 65 Male 0.50

Public expenditure on health (% of GDP) 0.44

Education index 0.43

High-technology exports(% of manufactured exports) 0.43



Middle chart. Corruption. Protestantism promotes the defense of institutions and the 

elimination of power, the promotion of regulations, specifically law enforcement. 

Together with a stronger human development and wealth, they reduce the level of 

corruption 

Right chart. Environment. The correlation with environment protection is weak. The 

impact on human resources must be analyzed.  

 

Religious factors and ethics. Conclusions 

Several authors compared Catholic and Protestant views on ethics, centering their views 

on the attitude towards institutions.  

According to Brunner, Beach, Niebuhr, Troeltsch and others, Saint Augustine and Saint 

Thomas Aquinas defended the notion that the “Natural Law” and the “Common good” 

must be defended by the political institutions; but if the do not do it,  the society has the 

right to rebel against them.  

During Vatican II these concepts were reviewed and the defense of the democratic 

institutions was promoted. 

According to LeRoy, Calvinist Protestants, especially Puritans, and further Presbyterians, 

Methodists and Baptists, emphasized the need for liberties of the civilians, and the notion 

that the political institutions must guarantee such liberty, Therefore the institutions 

become the backbone of the community. 

According to Baldwin, these notions became part of the US culture: John Winthrop 

defense for the value of the citizens and the community, Thomas Paine promotion of the 

common sense, Ralph Waldo Emerson self reliance, and John O’Sullivan’s ideal of the 

manifest destiny of the Unites States as defender of the democracy.  

 

4. Political factors: Democratic institutions, rule of law, political freedom, 

functioning of the government  



Political factors have a positive correlation with human development and a negative 

correlation with corruption  

 

 

The following charts present 3 factors: political freedom, rule of law and competence of 

public officials. They all correlate with ethics. These charts show how the US and LA 

differ in all of them 

Politics ►

Ethics
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Internally displaced people (thousands) 0.78 0.84 0.81 1.00 0.99 0.65 0.46 -0.86 0.99 -0.50 -0.09 0.94 0.98 -0.82 0.00 0.19 0.86 0.50 0.86 0.50

Carbon dioxide emissions. Per capita 0.64 0.76 0.62 0.70 0.63 0.54 0.48 -0.72 0.70 -0.67 -0.56 -0.52 0.51 0.64 -0.75 -0.74 -0.63 -0.63 -0.33 -0.33

Business Costs of Corruption 0.84 0.87 0.85 0.82 0.87 0.79 0.82 -0.78 0.83 -0.78 -0.72 -0.15 0.48 0.61 -0.41 -0.38 -0.31 -0.30 0.14 0.09

Quality of Public Schools 0.83 0.89 0.85 0.86 0.91 0.73 0.76 -0.78 0.79 -0.78 -0.64 -0.11 0.61 0.60 -0.41 -0.41 -0.31 -0.28 0.08 0.08

Irregular Payments in Public Contracts 0.83 0.91 0.87 0.85 0.87 0.85 0.86 -0.71 0.72 -0.72 -0.72 0.00 0.40 0.52 -0.27 -0.24 -0.17 -0.15 0.27 0.22

Informal Sector -0.83 -0.85 -0.82 -0.84 -0.77 -0.82 -0.72 0.81 -0.63 0.75 0.77 0.04 -0.45 -0.53 0.37 0.41 0.29 0.29 -0.15 -0.17

Population ages 65 and older (% of total) 0.86 0.84 0.88 0.81 0.81 0.78 0.82 -0.71 0.61 -0.69 -0.61 0.14 0.26 0.42 -0.18 -0.17 -0.02 0.00 0.24 0.32

Population under age 15 (% of total) -0.90 -0.89 -0.90 -0.80 -0.80 -0.81 -0.76 0.84 -0.65 0.78 0.77 -0.02 -0.31 -0.50 0.32 0.31 0.16 0.14 -0.17 -0.19

Irregular Payments in Tax Collection 0.81 0.84 0.85 0.76 0.79 0.79 0.85 -0.69 0.67 -0.73 -0.71 0.00 0.33 0.55 -0.26 -0.21 -0.13 -0.12 0.28 0.23

Total fertility rate (births per woman) -0.86 -0.79 -0.81 -0.66 -0.73 -0.71 -0.68 0.75 -0.61 0.70 0.78 -0.05 -0.31 -0.43 0.26 0.22 0.12 0.09 -0.23 -0.18

Annual population growth rate (%) -0.80 -0.75 -0.86 -0.66 -0.84 -0.65 -0.71 0.74 -0.71 0.79 0.66 0.00 -0.28 -0.54 0.27 0.24 0.13 0.10 -0.19 -0.18

Tax Evasion 0.69 0.81 0.73 0.83 0.75 0.78 0.67 -0.73 0.66 -0.73 -0.52 -0.04 0.34 0.66 -0.27 -0.29 -0.18 -0.20 0.17 0.20

Receipts of royalties and license fees 0.59 0.79 0.58 0.73 0.63 0.62 0.53 -0.63 0.66 -0.57 -0.41 -0.51 0.45 0.65 -0.73 -0.77 -0.63 -0.62 -0.33 -0.31

Irregular Payments in Loan Applications 0.70 0.79 0.80 0.69 0.75 0.68 0.76 -0.63 0.62 -0.67 -0.61 -0.04 0.29 0.48 -0.27 -0.19 -0.10 -0.12 0.22 0.16

Irregular Payments in Exports & Imports 0.74 0.82 0.80 0.74 0.75 0.78 0.77 -0.70 0.63 -0.72 -0.71 -0.04 0.31 0.56 -0.28 -0.25 -0.17 -0.16 0.23 0.18

GDP index 0.83 0.90 0.86 0.83 0.77 0.81 0.71 -0.80 0.62 -0.74 -0.71 -0.08 0.32 0.47 -0.37 -0.41 -0.26 -0.25 0.10 0.09

Human development index (HDI) value 0.87 0.88 0.85 0.83 0.72 0.85 0.75 -0.77 0.50 -0.69 -0.70 0.08 0.25 0.37 -0.24 -0.26 -0.09 -0.08 0.20 0.23

Gender-related development index 0.89 0.89 0.91 0.84 0.73 0.86 0.79 -0.77 0.51 -0.69 -0.69 0.08 0.27 0.36 -0.24 -0.27 -0.09 -0.08 0.17 0.21

Population with sustainable access to improved 0.80 0.82 0.80 0.76 0.80 0.69 0.64 -0.78 0.59 -0.76 -0.71 -0.06 0.40 0.49 -0.41 -0.42 -0.29 -0.29 0.08 0.09

Estimated earned incomec (PPP US$) Female 0.74 0.89 0.78 0.82 0.74 0.73 0.69 -0.69 0.64 -0.63 -0.56 -0.21 0.40 0.48 -0.45 -0.47 -0.35 -0.35 -0.08 -0.05

GDP per capita (PPP US$) 0.76 0.90 0.79 0.83 0.75 0.75 0.70 -0.72 0.65 -0.66 -0.59 -0.22 0.39 0.49 -0.47 -0.49 -0.36 -0.36 -0.07 -0.05

Internet users (per 1,000 people) 0.78 0.88 0.83 0.83 0.86 0.77 0.79 -0.59 0.68 -0.62 -0.59 -0.02 0.48 0.43 -0.29 -0.25 -0.18 -0.16 0.15 0.14

Net secondary enrolment ratio (%) 0.81 0.73 0.84 0.69 0.65 0.75 0.82 -0.63 0.58 -0.58 -0.61 -0.03 0.42 0.25 -0.25 -0.24 -0.13 -0.11 0.00 0.14

Researchers in R&D (per million people) 0.72 0.85 0.72 0.79 0.75 0.70 0.68 -0.61 0.62 -0.55 -0.50 -0.22 0.44 0.44 -0.43 -0.43 -0.33 -0.33 -0.09 -0.07

Electricity consumption per capita  (kilowatt-hours) 0.70 0.86 0.72 0.84 0.74 0.70 0.66 -0.61 0.63 -0.56 -0.51 -0.10 0.52 0.46 -0.36 -0.36 -0.25 -0.26 0.02 0.05

Unreported Profits and Wages -0.74 -0.74 -0.69 -0.69 -0.60 -0.79 -0.63 0.54 -0.58 0.52 0.67 0.11 -0.25 -0.50 0.30 0.36 0.34 0.33 -0.16 -0.07



 

 

Political factors and ethics. Conclusions 

The cultural and religious factors explained above have a strong impact on the political 

system. The US outperforms LA in human development and rule of law.   

Barro correlated the Freedom House indicators of civic and political freedoms 

(considered as measures of levels of democracy) with growth. Per capita income 

correlated to democracy; social equality and educational equality also correlate to growth.  

Nieswiadomy, and  Strazicich analyzed a set of variables related to economic freedom, 

educational levels and the legal system, and arrived at the same conclusions.  

Kugler and Feng: the existence of democratic institutions is central as a promoter of 

political stability, higher education, higher entrepreneurship and higher investments 

based on the lower risk.  



Aron (2000) as well as Esposto and Zaleski (1999) highlighted the central role of 

institutions, and based on this the strong correlation with economic growth.   

 

5. Economic factors: Economic freedom, property rights, regulations, resources 

The chart shows how economic factors related to laws and regulations correlate 

positively with human development and negatively with corruption 

 

 

Economic freedom, property rights and regulations have a strong impact on ethics 

Economics ►
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Irregular Payments in Public Contracts 0.86 0.88 0.89 0.88 0.83 0.84 0.90 0.86 0.86 0.88 0.86 0.88 0.89 0.80

GDP per capita (PPP US$) 0.87 0.88 0.87 0.89 0.76 0.80 0.86 0.84 0.87 0.89 0.84 0.83 0.78 0.76

Internet users (per 1,000 people) 0.91 0.92 0.90 0.92 0.88 0.89 0.91 0.86 0.88 0.86 0.90 0.85 0.85 0.78

Telephone mainlines (per 1,000 people) 0.88 0.91 0.89 0.90 0.81 0.83 0.89 0.84 0.87 0.91 0.87 0.83 0.79 0.79

Gender-related development index 0.85 0.84 0.89 0.86 0.82 0.82 0.86 0.79 0.84 0.85 0.83 0.81 0.81 0.84

Human development index (HDI) value 0.83 0.83 0.88 0.85 0.80 0.80 0.85 0.78 0.83 0.81 0.81 0.80 0.79 0.78

R&D expenditures (% of GDP) 0.89 0.91 0.88 0.93 0.75 0.83 0.87 0.76 0.92 0.86 0.89 0.79 0.81 0.64

Researchers in R&D (per million people) 0.87 0.89 0.84 0.88 0.80 0.83 0.85 0.80 0.87 0.86 0.85 0.81 0.78 0.71

Population under age 15 (% of total) -0.77 -0.79 -0.84 -0.81 -0.85 -0.75 -0.82 -0.82 -0.75 -0.84 -0.77 -0.81 -0.80 -0.87

Informal Sector -0.78 -0.78 -0.85 -0.83 -0.78 -0.76 -0.84 -0.87 -0.79 -0.81 -0.77 -0.81 -0.79 -0.83

Quality of Public Schools 0.79 0.81 0.84 0.82 0.90 0.79 0.86 0.85 0.77 0.85 0.78 0.84 0.80 0.92

Irregular Payments in Exports & Imports 0.74 0.77 0.81 0.78 0.71 0.73 0.82 0.81 0.78 0.79 0.76 0.79 0.81 0.71

Health expenditure Per capitA 0.83 0.85 0.80 0.84 0.69 0.78 0.81 0.77 0.84 0.84 0.81 0.78 0.71 0.66

Electricity consumption per capita 0.86 0.87 0.84 0.87 0.78 0.80 0.85 0.79 0.85 0.83 0.83 0.85 0.80 0.72

Irregular Payments in Tax Collection 0.79 0.80 0.82 0.81 0.77 0.79 0.83 0.82 0.80 0.80 0.79 0.78 0.83 0.76

Business Costs of Corruption 0.76 0.78 0.82 0.79 0.83 0.75 0.84 0.86 0.76 0.82 0.76 0.82 0.82 0.84

Irregular Payments in Loan Applications 0.74 0.77 0.78 0.79 0.74 0.75 0.80 0.80 0.77 0.77 0.77 0.75 0.83 0.69

Refugees By country of asylum 0.77 0.79 0.73 0.78 0.66 0.73 0.74 0.80 0.78 0.80 0.75 0.74 0.65 0.63

Population with  access to improved sanitation 0.71 0.71 0.77 0.73 0.77 0.71 0.76 0.79 0.69 0.76 0.70 0.77 0.69 0.83

Receipts of royalties and license fees 0.77 0.79 0.74 0.79 0.65 0.72 0.75 0.77 0.78 0.76 0.74 0.74 0.64 0.61

Population ages 65 and older (% of total) 0.80 0.80 0.79 0.79 0.83 0.80 0.78 0.70 0.75 0.76 0.78 0.72 0.75 0.79

Total fertility rate (births per woman) -0.66 -0.69 -0.74 -0.70 -0.75 -0.64 -0.73 -0.73 -0.64 -0.76 -0.66 -0.74 -0.72 -0.80

Tax Evasion 0.70 0.73 0.74 0.73 0.65 0.68 0.74 0.71 0.70 0.73 0.70 0.76 0.76 0.62

Carbon dioxide emissions 0.70 0.72 0.65 0.71 0.60 0.70 0.67 0.72 0.71 0.76 0.68 0.67 0.55 0.53



 

 

Economic factors related to economic resources also correlate positively with human 

development and negatively with corruption, however the correlation is weaker 
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Irregular Payments in Govt. Procurement 0.78 0.95 0.98 0.96 0.96 0.89 0.96 0.92 0.95 0.96 0.91 0.93 0.97 0.97 0.97 0.95 0.96 0.90 0.96 0.97 0.93 0.96 0.95 0.96

Irregular Payments in Tax Collection 0.80 0.96 0.98 0.96 0.98 0.93 0.97 0.95 0.96 0.97 0.94 0.94 0.97 0.97 0.97 0.97 0.97 0.94 0.97 0.97 0.93 0.96 0.96 0.93

Irregular Payments in Loan Applications 0.78 0.97 0.98 0.97 0.98 0.90 0.96 0.92 0.97 0.97 0.92 0.94 0.98 0.98 0.98 0.97 0.96 0.92 0.97 0.98 0.93 0.97 0.97 0.93

Business Costs of Corruption 0.78 0.96 0.98 0.98 0.98 0.92 0.96 0.93 0.96 0.97 0.94 0.94 0.97 0.97 0.97 0.98 0.97 0.93 0.97 0.98 0.92 0.96 0.97 0.93

Quality of Public Schools 0.84 0.86 0.90 0.90 0.92 0.92 0.91 0.94 0.88 0.94 0.97 0.89 0.87 0.90 0.87 0.93 0.93 0.94 0.87 0.92 0.89 0.90 0.90 0.85

Difference in Quality of Healthcare 0.86 0.84 0.85 0.85 0.88 0.89 0.88 0.91 0.85 0.90 0.92 0.87 0.83 0.87 0.84 0.90 0.87 0.90 0.82 0.88 0.86 0.86 0.85 0.79

Tax Evasion 0.79 0.88 0.91 0.90 0.93 0.90 0.94 0.95 0.92 0.94 0.92 0.88 0.90 0.93 0.91 0.94 0.90 0.92 0.89 0.92 0.90 0.90 0.91 0.86

Organized Crime 0.75 0.89 0.92 0.87 0.89 0.85 0.89 0.89 0.89 0.91 0.87 0.84 0.88 0.89 0.90 0.88 0.88 0.88 0.86 0.89 0.92 0.91 0.86 0.86

Irregular Payments in Exports & Imports 0.80 0.94 0.97 0.95 0.98 0.92 0.96 0.95 0.96 0.97 0.93 0.94 0.97 0.97 0.96 0.97 0.96 0.93 0.96 0.97 0.92 0.95 0.95 0.92

Irregular Payments in Public Contracts 0.82 0.95 0.98 0.97 0.98 0.95 0.98 0.96 0.97 0.99 0.95 0.94 0.97 0.98 0.97 0.98 0.97 0.96 0.97 0.98 0.92 0.96 0.97 0.92

Difference in Quality of Schools 0.76 0.83 0.84 0.85 0.86 0.83 0.84 0.86 0.81 0.87 0.91 0.85 0.81 0.84 0.81 0.88 0.87 0.86 0.81 0.86 0.85 0.86 0.85 0.78

Unreported Profits and Wages 0.48 0.86 0.78 0.79 0.76 0.59 0.71 0.59 0.76 0.73 0.61 0.73 0.82 0.78 0.83 0.74 0.72 0.61 0.81 0.78 0.78 0.81 0.75 0.73

Imports of goods and services (% of GDP) -0.67 -0.72 -0.76 -0.71 -0.72 -0.71 -0.71 -0.71 -0.71 -0.72 -0.65 -0.79 -0.73 -0.72 -0.76 -0.69 -0.75 -0.70 -0.71 -0.73 -0.67 -0.74 -0.66 -0.74

Gender-related development index Value 0.78 0.77 0.91 0.74 0.88 0.85 0.87 0.91 0.71 0.88 0.85 0.72 0.78 0.80 0.81 0.81 0.82 0.86 0.70 0.85 0.65 0.85 0.72 0.70

Gender-related development index

(GDI)
-0.79 -0.77 -0.89 -0.72 -0.88 -0.83 -0.86 -0.90 -0.71 -0.87 -0.85 -0.73 -0.78 -0.80 -0.80 -0.81 -0.82 -0.85 -0.67 -0.83 -0.65 -0.83 -0.73 -0.69

Internally displaced people 

(thousands)                               2005 e
0.92 0.93 0.11 0.86 0.92 0.95 0.97 0.64 0.91 0.50 0.63 0.90 0.50 0.95 0.00 0.97 0.82 0.95 0.86 0.19 -1.00 0.50 0.97 0.32

Informal Sector 0.35 0.76 0.65 0.68 0.62 0.45 0.60 0.44 0.64 0.59 0.45 0.61 0.72 0.66 0.72 0.60 0.59 0.46 0.72 0.67 0.62 0.67 0.63 0.63

National poverty line 1990-2003 -0.54 -0.75 -0.71 -0.71 -0.71 -0.70 -0.67 -0.63 -0.69 -0.75 -0.74 -0.54 -0.53 -0.59 -0.53 -0.71 -0.68 -0.73 -0.59 -0.65 -0.34 -0.59 -0.70 -0.48

Estimated earned income (PPP US$) Female 0.79 0.34 0.46 0.39 0.53 0.70 0.59 0.72 0.51 0.58 0.71 0.54 0.40 0.49 0.43 0.55 0.54 0.70 0.33 0.50 0.41 0.41 0.46 0.40

Population below income poverty line -0.46 -0.48 -0.71 -0.63 -0.69 -0.70 -0.70 -0.61 -0.59 -0.70 -0.61 -0.44 -0.58 -0.59 -0.58 -0.53 -0.59 -0.66 -0.66 -0.66 -0.35 -0.65 -0.65 -0.74



Infrastructure quality and quality of management schools (proxies of physical and human 

resources) correlate with ethics   

 

 

 

 

Economic factors and ethics. Conclusions 

This is probably the most visible and straightforward of all the analyses of this paper, as 

economy naturally correlates with human development and corruption.  

Barro correlated per-capita income and human capital levels, such as education and life 

expectancy.  Growth positively correlates with property rights and negatively correlates 



with government consumption expenditures. Growth is also correlated to the level of 

technology.  

Snowdon and Vane produced an integrative economic-politics work based on Game 

Theory that supports the need for institutions, rule of law, and regulations to promote 

economic development. 

The link between economic development and resources has been addressed by Ohlin, and 

Paul Krugman, among others.  
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