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Issues Issues 

• Policy distortions

• Institutional incentives

• Governance



ImplicationsImplications
�More costly public investments
�Lower government revenues
�Lower expenditures on operations and 

maintenance
�Lower resource surpluses

Poorer economic performance



Controlling BriberyControlling Bribery and Civil Libertiesand Civil Liberties
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Bribery vs. Civil Service ProfessionalismBribery vs. Civil Service Professionalism
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Corruption and Rule of LawCorruption and Rule of Law
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Bribery vs. Civil Service ProfessionalismBribery vs. Civil Service Professionalism
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Corruption and Rule of LawCorruption and Rule of Law
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Corruption and Regulatory DiscretionCorruption and Regulatory Discretion
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Even more important (than regulatory interventions) in understanding
bribery and corruption is the degree of regulatory discretion.



Unofficial Economy and Corruption IndexUnofficial Economy and Corruption Index
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Time Management Spent with Bureaucrats and Time Management Spent with Bureaucrats and 
Frequency of BriberyFrequency of Bribery
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Corruption Perception By RegionsCorruption Perception By Regions



MultiprongedMultipronged Strategy for Combating Strategy for Combating 
CorruptionCorruption



LegalLegal--Judicial:Judicial:
•Independence
•Judicial Strengthening
•ADR Mechanisms

CorruptionCorruption

Economic Policy:Economic Policy:
•Deregulation
•Tax Simplification

Financial Financial 
Controls:Controls:
•Audit
•Procurement

Civil Service:Civil Service:
•Pay
•Meritocracy

Public Oversight:Public Oversight:
•Parliamentary Oversight
•Civil society and media
•“Power of data”/Surveys
• Independent agency/NGO

MultiprongedMultipronged Strategy for Combating Strategy for Combating 
CorruptionCorruption



Corruption

Public Oversight and Civil Society:Public Oversight and Civil Society:
OmbudsmanOmbudsman in Albania and Boliviain Albania and Bolivia
•• Private Sector CoalitionPrivate Sector Coalition in Boliviain Bolivia
•• DiagnosticDiagnostic Surveys andSurveys and NGONGO
monitoring in Ecuador and othersmonitoring in Ecuador and others

The ResponseThe Response

Financial Controls:Financial Controls:
ProcurementProcurement Reform in Bolivia,Reform in Bolivia,

Ecuador and Georgia Ecuador and Georgia 

stitutional and Civil  Servicestitutional and Civil  Service
eform:eform:
ransparentransparent PrivatizationPrivatization
n Ecuadorn Ecuador

SalarySalary Reform in BoliviaReform in Bolivia
Disclosure of AssetsDisclosure of Assets inin
Bolivia and Georgiaolivia and Georgia

egalegal--Judicial:Judicial:
evamp of evamp of Supreme CourtSupreme Court in Bolivia in Bolivia 

Competency  testCompetency  test of  judges in Albaniaof  judges in Albania
MediationMediation in Albaniain Albania

Economic Policy:Economic Policy:
Deregulation and Deregulation and DelicensingDelicensing in Boliviain Bolivia

•• Revamping Revamping CustomsCustoms in Ecuador and Latviain Ecuador and Latvia
•• Tax AdministrationTax Administration in Latvia and Ecuadorin Latvia and Ecuador
•• Tax/CustomsTax/Customs Code Reform in AlbaniaCode Reform in Albania



www.transparency.org/activiti
es/lac_tool-kit/intro.html



Professional Coordination

Homogenous products

Primary data (invoices, contracts)

Information analysis (price ranges, averages)

Bulletin, Publications, Dissemination

Monitoring Results

Price ComparisonsPrice Comparisons

The ResponseThe Response



Meeting with Stakeholders, including media

Levelling Playing Field; Technical Experts

Agenda, Trade-Offs Assessment, Discussion, Minutes

Explicit Resolution of Issues

Public HearingsPublic Hearings

The ResponseThe Response



The ResponseThe Response

• No-bribery commitment by bidders
• Commitment of government to prevent extortion 

and acceptance of bribes
• Disclosure of payments
• Sanctions against bidders who violate their no-

bribery commitment
• Involvement of civil society in monitoring bid 

evaluation, award decision process and 
implementation of the contract

Integrity PactsIntegrity Pacts



Ominous Correlations: Ominous Correlations: 
GovernanceGovernance
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Mining Sector: IssuesMining Sector: Issues

• Sudden wealth, easy money

• Location limitations

• Conflicting interests between mine finders, mine 

builders and operators, local community, governments,

civil society.

• Government regulations, taxation regime, incentive

structures.



Mining Sector: Emerging Mining Sector: Emerging 
Supply & Demand ForcesSupply & Demand Forces

• Supply-side: •OECD Convention

•Corporate Codes of Conduct

•Industry Standards

• Demand-side •Local Governance Framework

•Institutional & Policy Evolution

•Role of Multilateral Organizations
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Mining Sector: EconomicsMining Sector: Economics
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Mining Sector: EconomicsMining Sector: Economics
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Mining Sector: DynamicsMining Sector: Dynamics

• Order takers

• Cost cutting

• Productive focus

• Enterprise manager

Decommoditising

Downstream, End-User Strategy

Partner-approach (manufacture, 
regulators, complementors)

Structural support (environment, 
human health, transparency, 
scrutiny



Mining Sector: DynamicsMining Sector: Dynamics

SEGMENTATION

GLOBALIZATION

Production Lock-in; proprietary standards

Best Product; cost-advantage

Customer Solutions; promotion

Global Integration; scrutiny



Addressing the IssuesAddressing the Issues
• Efficient Collection of Revenues

• Extractive Industries Revenue Management

• Budgetary Discipline

• Public Expenditure Management

• Institutional Strengthening

• Transparency and Accountability

• Civil Society Participation & Tracking



Revenue ManagementRevenue Management
• Revenues Flow through Off-shore Audited 

Escrow Accounts

• X % Royalties and Dividends to Special 
Accounts (examples):
• 80% Poverty Reduction
• 15% Government Expenses
• 5% Local Region 

• 10%  Future Generations Fund



Civil Society Participation & Civil Society Participation & 
TrackingTracking

• Information Campaign

• Surveys / Consultations

• Poverty Reduction Strategy

• Integrity Pact, Monitoring Arrangements

• Public Access; Feedback; Diagnosis



ConclusionsConclusions

LevellingLevelling the Playing Fieldthe Playing Field
�Establish Coalitions
�Support / Build National Chapters
�Encourage Research
�Enhance Networks, Transfer Know-how
�Experiment Integrity Pacts
�Support Reforms & Monitor



••A Time for Optimism and CommitmentA Time for Optimism and Commitment
• Greater focus and attention: irreversible commitment
• Increasingly open and participatory dialogue
• Innovation: New ideas and experimentation

••Need for rigor and concrete actionsNeed for rigor and concrete actions
• Empirical and Analytical Rigor:  Diagnostics
• Reforming misgoverned institutions (e.g., judiciary, tax)
• Political obstacles: powerful losers

••A Need for Realistic ExpectationsA Need for Realistic Expectations
• Complex challenge: institutionalization
• Improvement, not perfection

ConclusionsConclusions



ConclusionsConclusions

� Competition rest on superior products/services at 
competitive prices.

� Businesses establish and implement codes of 
conducts.

� Businesses engage governments and civil society 
(PBEC Charter, need for work with TI).

� Build-up civil society for sustainable development.

A Role for EveryoneA Role for Everyone



Back-ups



Petroleum Import Dependency

The Future Response: ExampleThe Future Response: Example



Government Involvement and Levels of Inefficiency



Potential SavingsPotential Savings



Oil Rents in Selected CountriesOil Rents in Selected Countries

Country @ $10/BBL @ $20/BBL @ $30/BBL
Nigeria 5.6 13.6 21.7
Norway 2.3 13.6 24.9
Indonesia 2.4 7.1 11.9
Algeria 1.8 6.1 10.5
Venezuela 8.2 19.1 30.1
Mexico 9.8 22.4 35.1

Estimated Annual Rent ($Billion)



Blessing or Curse?Blessing or Curse?
Average Annual GDP Growth (%)

Country 1980-90 1990-98
Nigeria 1.6 2.6
Norway 2.8 3.9
Indonesia 6.1 5.8
Algeria 2.7 1.2
Venezuela 1.1 2.2
Mexico 1.1 2.5
World 3.2 2.5
Mid Income 2.8 3.9
Low Income 6.5 7.4


