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Highlights

Extrinsic or monetary disincentive to corruption are more effective than nonmonetary or
intrinsic disincentive to corruption.

Within monetary disincentive, penalty is more effective deterrent to corruption than
probability of detection for risk averse individuals at the same level of expected payoff.
Extrinsic disincentives work on the intensive and extensive margins but intrinsic
disincentive work on extensive margin and for a short period only.
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