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Abstract: The international migration is one of the aspects of the globalization process. Strong migration tendencies can be found out in the Czech Republic. The country used to be a transit country, it was used for entry into the Western European countries, but over time it has become destination for permanent residence of foreigners. During last twenty years the number of foreigners increased thirteen times in the Czech Republic and the immigration is one of the fastest in the world. Habits of foreign countries are coming in the Czech Republic together with people. So after opening of the borders in 1989 the Czech Republic became the place where new people came. New traditions, behaviour, habits and customs were coming together with people and firms. Unfortunately it has not only positive effects but also negative effects. For example corrupt practises are transmitted from countries with higher level of corruption to countries with lower level of corruption. It means worse ratings of the corruption indicators for the Czech Republic. Worse evaluation of the country determinates decline of attraction of the country for potential foreign investors.The evaluation of influence of economic openness on corruption in the country is the aim of this paper. Simultaneously dependence between the level of corruption in the country and the arrival of foreign companies and their workers will be verified.

Keywords: Bribe Payers Index, corruption, Corruption Perception Index, migration, openness of economy
JEL classification: D73, F43, 
1. Introduction

Foreign trade is an important factor that influences relations between countries. It is significant for economic development of each country. Its influence has grown since the World War II. Jeníček considers that foreign trade is a crucial factor for affecting of economic growth. It is not good only for growth of each of country but also for growth of world economy. (Jeníček, 2009)
Especially, the foreign trade is very important for small economies and their economic growth. It contributes to more effective use of production factors and to greater involvement of the factors. The reduction of distortion of price incentives is one of the positive effects of foreign trade. By gaining access to new technologies increases the country's competitiveness. Companies can realize economies of scale. The classical economists consider the main benefits in specialization and in the international division of labor. (Jandová, 2006)
The openness of economy brings disadvantages as well. Not only positive effects but also many negative phenomena and practices are spreading among the countries. This paper examines the impact of economic openness on corruption in the country. The paper deals with the question if the level of corruption in the Czech Republic is related to the level of openness of economy.

The level of openness of economy can be expressed by the size of export and import, share of net exports to GDP and the level of migration in the country. (Jeníček, 2009) The data are based on data published by the Czech National Bank and the Czech Statistical Office. The level of corruption will be assessed by using the Corruption Perception Index (CPI), which is compiled annually by Transparency International.

2. The level of openness of economy and its influence on the level of corruption
Exploring of corruption and its effects on the economy become actual with the development of international trade. 

Many authors dealt with this topic. Mauro in his article The Effects of Corruption on Growth (Mauro, 1996) examined the main causes and consequences of corruption in country. It has been shown that corruption decelerates the economic growth. The financial assistance to backward countries does not need to be used effectively due to the corruption. The study Can Openness Deter Corruption? by F. Larraín B. and J. Tavares (Larraín and Tavares, 2000) is about question if the level of openness of economy affects the level of corruption. Their analysis validated this idea, so higher rate of openness of economy leads to reduce of corruption. They didn´t examine only relationship between export/GDP, import/GDP. They found out that the negative relation exists between Foreign Direct Investments (FDI) and level of corruption as well. So the range of FDI is higher when the rate of corruption is lower. Negative dependence was confirmed also by Ch. CY Kwok and S. Tadesse. (Kwok and Tadesse, 2006)
Our analysis will test the influence of the level of corruption on the level of openness of economy in the Czech Republic. In addition we will use number of economic active foreigners in the Czech Republic and we will verify their influence on corruption.

2.1 The level of openness of economy
The Czech Republic is a country with a very open economy. According to Weil (Weil, 2005) is the geographical location of the state an important factor affecting the size of foreign trade. The Czech Republic has good conditions for foreign trade by reason of its position in the center of Europe. But the conditions were not good all the time during the history. The Czech Republic passed many significant changes at the turn of the 80th and 90th of 20th century. These changes affected migration policy and foreign trade. The foreign trade in the Czech Republic has developed a lot since 1989. Until that time the foreign trade was a subject of political influences. These influences distorted market and it led to deformation of prices and exchange rates. The foreign trade was conducted mostly with the countries Poland, Slovakia and Hungary. These countries were part of the The Council for Mutual Economic Assistance. Russia was the main importer of raw materials to the Czech Republic. Foreign trade was regulated in Act No. 42/1980 Coll., economic relations with foreign countries. The law regulated foreign trade activity, which could be performed by foreign trade enterprises and corporations with a license. They could get the license from the Ministry of Foreign Trade. Nowadays, the intensification and strengthening relations between countries increase. The mobility of information, capital and goods has been increasing as well. Many immigrants are coming to the Czech Republic. They come from culturally diverse countries and they use their behavior in the host country. (Jandová, 2006; Chaloupková and Šalamounová, 2006)
The Czech Republic is slowly becoming a part of the globalization process. The first element pointing to this fact is the growing export and import of goods and services.(Kadeřábková et al, 2008)
The following graph in Figure no. 1 shows the share of export and import to GDP and net export to GDP in the Czech Republic in each year since 1996. The share of export to GDP in 2011 was 82% and the share of import to GDP was 74%. It proves that The Czech Republic is a country with very open economy. Trade and foreign relations are the key indicators of development. Since 2005, export exceeds import. (Jandová, 2006)
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Figure 1: Foreign trade of the Czech Republic

(Source: Czech National bank, 2013)

The changes were recorded in migration trends as well. While before 1989 the Czech Republic was a country with closed borders, now it has one of the largest migrations in the world. In 2011 there were 434 153 foreigners in the Czech Republic. In comparison in 1989 there lived 35 561 foreigners, 27 320 of them with permanent stays. It means that the number of foreigners has increased more than 625 times during this period. The number of people with long term stay over 90 days has increased even faster, from 7 899 to 238 338 foreigners. Coming people bring not only work (production capital), but also bring customs, culture, habits and behaviour from their native country.  They use learned behaviour in the new country. The number of foreigners who work in the Czech Republic is shown in Figure no. 2. For the reason that we evaluate the influence on corruption, we will use information about economically active foreigners. In 2011 almost 311 000 foreigners worked in the Czech Republic. The most represented nationalities of foreigners in the Czech Republic are Slovaks (37,89 %), Ukrainians (22,17 %), Vietnamese (10,33 %). (Czech Statistical office, 2013)
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Figure 2: The number of economically active foreigners

(Source: Czech Statistical office, 2013)
The size of foreign direct investment and equity participation of foreign countries in domestic companies are other indicators which show the level of openness of economy. It indicates the involvement in to the international economy. The foreign direct investments are regarded as an indicator reflecting the economy of the state in international context. They create and strengthen links between economies.  They are important indicators of the globalization process. V. Žďárek points to some positive factors which are connected with the investments. The support with restrukturalization, the possibility of acquiring new technologies and new capital are included between the most important factors. The development of the investment is in Figure no. 3. (Kadeřábková et al, 2008)
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Figure 3: The development of FDI

(Source: Czech National bank, 2013b)
The studies of Brisnode show that 42 % of the capitals of the Czech firms are controlled by foreign subjects. Foreigner subjects have ownership interest in ¼ of the Czech firms. When we create an order of states sorted by the number of firms with capital from this state, Russia is on top of this ranking (Figure no. 4). The state has got share in 17 010 firms, after this country is Germany (10 271 firms) and Ukraine (9 602 firms). When we analyse the states by financial criterion, the Netherlands and Austria have the largest share of the capital of Czech companies. (CFOworld, 2013)
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Figure 4: Ownership of firms in the Czech Republic

(Source: CFOworld, 2013)
2.2 The level of corruption
The issue of corruption has become a highly debated topic which troubles governments of countries but their citizens as well. Although corruption is not a new phenomenon, unambiguously and universally accepted definition of corruption does not exist yet. Different perceptions and understanding of corruption may be a possible barrier to prevent the establishment of a clear definition. A gift that someone considers as an expressing of gratitude, someone else considers as a bribe. 
The different perception of this concept led to create a lot of definitions.  The World Bank created the most known definition. It defines corruption as abuse of public office for private gain (Hellmann, Jones & Kaufmann, 2009). Transparency International defines corruption as an abuse of entrusted power for personal gain of undeserved benefits (Transparency International, 2003).

The level of corruption in the country is assessed using the Corruption perception index (CPI). This index is annually compiled by Transaprency International. Transparency International is a non-profit organization. The index is based on perception of corruption of national and foreign businesses and public in each country. The CPI value is in the range from 0 – 10, 0 for very corrupt countries and 10 for countries without corruption.

In 2011 Transparency International compiled the index for 182 countries. The Czech Republic was in 57th position with value of the CPI 4,4. Evaluation of the Czech Republic is below the mean value of the index in the long term (see Figure no.5). Trend of the CPI in the Czech Republic is decreasing. To improve the CPI score occurred after 2004, so after the Czech Republic joined the European Union. This improvement could be caused by new legislation, which was adopted within the EU harmonization process. In this time the new Government Strategy was created and media coverage of this issue increased as well. The first Government Strategy, which was published in 2006, suggested long-term objectives in fight against corruption. But number of the objectives included in the strategy has not been realized. They are repeatedly included in following strategies. It leads to loss of confidence of realization of set goals and objectives. (Transparency International, 2011)
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Figure 5: The development of CPI in the Czech Republic

(Source: Transparency International, 2011b)
The other index which could be used as a measure for ranking of corruption is the Bribe Payers Index (BPI). Transparency International created the BPI for expression the propensity to bribe abroad. This index measures the supply side of corruption in international business transactions. Index indicates the order of the states according to the perceived probability of firms to bribe abroad. It is based on a survey of perceptions of business practices of foreign companies in the country. Only states which have significant influence in international trade are included to the rating. It examines propensity to corruption of business firms from the 30 biggest export countries. The values of the Index are between 0 – 10, where number of 10 indicates null propensity to corruption of the country. 

The Netherlands, Sweden, Belgium and Germany are on the top of the rating. They are the states with small propensity to corruption in abroad. The worst rating countries are Russia, China, Mexico and Indonesia. Russia is owner of many firms in the Czech Republic and new people are coming from this state and try to find a job in our country as well. It is possible that corruption behavior is not only characteristic of firms but also of coming people who can be more prone to corruption. Russia had the worst rating in all surveys, except the last one. (Transparency International, 2011a)
3. Relationship between the openness of economy and the level of corruption
The first hypothesis which we want to analyse in the paper is that level of corruption in the Czech Republic is related to the level of openness of economy. The dependence between variables is examined by using Spearman´s coefficient. Statistical software Statistica 10 is used for that analysis.  The calculation of the correlation coefficient is based on the values of Czech Statistical Office and Transparency International. Analysis is carried out for the last ten years, so analysed period is from 2001 to 2011.
The dependence between the variables is shown in the following Table no. 1. Significant relationships are highlighted in bold. Shares of export and import to GDP have significant influence on the level of corruption in country. The correlation coefficient is positive which means that increasing level of openness of economy entails better evaluation of corruption. The conclusions of this analysis are consistent with the conclusions of authors who dealt with this problem before, for example the papers of Larraín and Tavares or Kwok and Tadesse (Larraín and Tavares, 2000; Kwok and Tadesse, 2006)
The dependence between FDI and the CPI cannot be identified as tight. The analysis showed a negative relationship between these variables. The size of FDI flowing into the Czech Republic will be influenced by other factors.

Tab.1: The results of correlation analysis 

	
	export/
GDP
	import/
GDP
	NX/
GDP
	FDI
	CPI

	export/GDP
	1,00
	0,98
	0,91
	-0,55
	0,74

	import/GDP
	0,98
	1,00
	0,88
	-0,55
	0,74

	NX/GDP
	0,91
	0,88
	1,00
	-0,63
	0,72

	FDI
	-0,55
	-0,55
	-0,63
	1,00
	-0,37

	CPI
	0,74
	0,74
	0,72
	-0,37
	1,00


Source: own calculation based on (Czech National Bank, 2013; Transparency International, 2013)
The aim of this article is to find out the dependence between the number of foreigners who work in the Czech Republic and the level of corruption. Foreigners have own habits, learned behaviour, and use it not just in their personal but also in professional life. 

The second hypothesis says that the states with worse level of corruption have negative effect on the CPI of the Czech Republic. 

Firstly the dependence between the number of economically active foreigners and the CPI of the Czech Republic will be tested. The data are tested by correlation analysis and Spearman coefficient shows very strong dependence between them. The dependence is positive. The results of the analysis are in the Table no. 2.
Tab. 2: The correlation analysis – Economically active foreigners and the CPI
	
	Economically active foreigners
	CPI

	Economically active foreigners
	1,000
	0,904

	CPI
	0,904
	1,000


(Source: Czech Statistical office, 2012; Transparency International, 2013)
Regression analysis is used to express of function between the variables. The least squares method is used.

                                 Corruption = ( + ( * foreigners + ε                                       (1)
Corruption is expressed by the CPI and foreigners are all economically active foreigners in this country. The parameter ( determines the distance of intersection of the regression line with the y-axis (the value of the regression function for x = 0). The parameter ( is called the regression coefficient and shows the variation of the dependent variable value when the value of the independent variable changes. The symbol ε is the residual variance, which is a graphical representation of the distance of points from the regression line. (Hindls, 2007)
The following Figure no. 6 shows the model of the regression analysis. Positive correlation ensures from the chart. The second chart in Figure no. 7 is created for quantify of this relation. The chart expresses %change in the CPI depending on the %change of foreigners. So when the number of economically active foreigners increases by 1 %, the CPI increases by 0,359 %.
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Figure 6 Linear regression model: economically active foreigners and CPI
(Source: Czech Statistical office, 2012; Transparency International, 2013)
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Figure 7 Linear regression model for % changes of variables
(Source: Czech Statistical office, 2012; Transparency International, 2013)
Correlation analysis will be use to find the influence of each country on the CPI. The most frequent nationalities were chosen. Results of the analysis show that influence of the people, who come from the states with higher value of the CPI than is the CPI of the Czech Republic, is mainly positive. This conclusion applies for example for the Netherlands, France, Portugal and Italy. On the other hand there are some states like Bulgaria, Croatia, Vietnamese, Belarus and Russia. They are the states with worse CPI and their influence of the Czech CPI was negative. The third group includes Austria and the USA which have good evaluation of CPI but their influence was negative.

Based on the BPI impact of people from Russia on the CPI will be tested more. Regression model in Figure no. 8 shows negative dependence. The second chart in the Figure no. 9 quantifies the relationship. Change of the number of economically active Russians about 1 % leads to decline of the CPI about 0,0021 %.
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Figure 8: Dependence between the CPI and economically active Russians
(Source: Czech Statistical office, 2012; Transparency International, 2013)
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Figure 9: % changes of the CPI and economically active Russians
(Source: Czech Statistical office, 2012; Transparency International, 2013)
Conclusion
The Czech Republic is a country with open economy. Higher level of openness of economy brings positive factors for the country, for example possibility getting a new technology, new resources, but also it has got negatives. In this paper there were examined influences on corruption. 
There were tested two hypotheses. The first one was about relationship between openness of economy and level of corruption. Generally, higher level of openness of economy leads to better evaluation of corruption. This relationship was validated in the Czech Republic. The second hypothesis tested relationship between coming foreigners and level of corruption. Primary dependence between economically active foreigners and the CPI was tested. The correlation analysis validated positive influence. Next, impact of each country was examined. The result of this analysis is that the states with lower level of corruption have got mostly negative influence on the CPI of the Czech Republic. Only Russia entered in to the next analysis, it was based on the coefficient BPI. The state is owner of the most firms from other states. Between the CPI and economically active people was shown negative correlation.
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