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	Abuse (capture) of public power for private benefit 



World Bank






	Misuse of entrusted power for private gain 



Transparency International
Definitions



Forms of corruption: Two actors

The STATE


Civil servants
Functionaries
Bureaucrats
Politicians

   Elected, hired, nominated
Any 
non-governmental agent

Private firms, businesses 
(contractors, bidders)
Private individuals 
(users, clients)
Organisations, NGOs
(consultants, clients, users)





Forms of corruption: Two perspectives
     Demand
oriented

     Corrupted,
public side

    Extractive, neopatrimonial, kleptocratic state
  Supply 
oriented

    Corruptor, 
private side
(bribing firms)

      “Captured state”




Forms of corruption: Two types
  Controlled

Centralised
Coordinated
Disciplined

  Uncontrolled

Disorganised
Competitive
Unpredictable

Damaging!




Forms of corruption: Two levels
Political corruption
Grand, large scale
Administrative corruption
Petty, small scale

Extraction
Power preservation



	 Embezzlement
	 Bribery
	 “Commissions”
	 “Privatisations”
	 Tax systems
	 Concessions, licences
	 “Freedoms”
	  Monopolies

	 Favouritism
	 Nepotism
	 Vote buying
	 Cooptations
	 Manipulated institutions
	 Gov’t resources for elections
	 Impunity

Political corruption
Extraction
Power preservation
Political corruption: Two faces/phases



Forms of corruption: Several techniques
	Bribery
	Corruption per se
	Kickbacks, sweeteners, grease money, pourboire, pay-offs, consultant fees, …
	Embezzlement
	Theft. Only one party
	Fraud
	Economic crime. Element of cheating, swindle
	Extortion
	Element of violence. No/little returns
	Favouritism
	Patronage politics, nepotism, clientelism
	Manipulation of institutions, impunity
	Buying of votes, constituencies, support




A Role Play



Consequences: Corruption and Economics



Consequences: Corruption and Politics



The Resource Curse
	The Dutch Disease
	The Paradox of Plenty
	The Rentier State model




Oil rich countries can be worse off
Rich in natural resources
Poor in economic development


Examples
Malaysia vs Nigeria

The institutions that matter
Institutions of extraction
Institutions of redistribution
	Norway
	Australia
	Canada
	Chile
	Brazil
	Malaysia
	Botswana 
	Malaysia
	…

	Nigeria
	Angola
	DR Congo
	The Sudan
	Sierra Leone
	Liberia
	Zambia
	Colombia
	Azerbaijan
	…




Economic Consequences

	Relative price effect
	Higher currency value
	More imports (cheaper)
	Competition difficult

	Volatility
	Uncertainty for businesses
	Over-investment in extractive industries
	Under-investments in manufacture, agriculture
	The ‘Dutch Disease’
	De-industrialisation 


	Crowding out productive sectors
	Contraction
	Concentration

	Weak redistribution
	Increasing inequalities
	Increasing poverty

	Squander
	Grandiose projects
	Pocketed
	Capital flight




Political consequences
The prize of controlling the state increases
Higher government revenues
Larger benefits in being the “state elite”
Available consumption, enrichment, corruption, embezzlement

State autonomy increases
Off-shore, foreign, High-Tec
Natural resources: “un-earned”, easy
Little taxation of other economic activity
No “social contract”
Little influence of business, CSO

	Powers of the state increases

Means to manipulate institutions
Means to buy (off) rivals
Means to buy instruments of coercion
	Increasing conflicts
	Increasing inequalities
	Increasing poverty
	Uneven distribution
	Increasing authoritarianism
	Entrenched elites
	Violent defence of privileges




Two country examples
			          Malaysia


1973 	Emerging from devastating inter-ethnic riots
Natural resources giving high revenues
	Broad-based prosperity
Ethnic groups sharing gains from revenues

1993 	Spectacular progress
High investment inflows
2003	Malaysia a world-class economy 
(Kuala Lumpur tallest building in the world)
HDI rank 66 (0,829 high ▲ ) 
President handling over power in a smooth transition
Nigeria


	Post-conflict
Oil starting to flow
	First oil boom wasted
Coup d'état
Abacha embezzeled 2-5 bn US$ 93-98
	Second oil boom wasted
Two more coups d'état
“Niger Delta Syndrome”

2003	Total income $ 300 bn over 25 years
Economy as poor as in 1973 
(after $200bn of oil money)
HDI rank 158 (0.511 low ▼)
Reform just started


*






	“Without improving their democratic institutions and administrative capacity, it is unlikely that oil exporters will be able to use petrodollars to fuel poverty reduction; instead oil monies are more likely to make matters worse for the poor”

Catholic Relief Services (2003):
Bottom of the Barrel. Africa’s Oil Boom and the Poor



The petroleum sector








Petroleum sector corruption









The Value Chain
     Prepa-
    ration
   Explo-
   ration
 Deve-
      lopment
   Prod.
    rehab
      Decom-
      mission
	Main activities
	Governance challenges
	Corruption challenges























Oil company cost profile
Field production profile
Government costs and income



Preparation
Reconnaissance, pre-licensing
	Main activities
	Geological, resource, environmental mapping (seismic surveys)
	Processing geophysical data 

	Main actors
	Seismic companies
	Government

	Governance challenges
	Exercise jurisdiction and authority over territory (on-shore, off-shore)
	Establish a petroleum policy 
	Give authorisation to conduct reconnaissance activities

	Corruption challenges
	Access to and control of seismic data
	Transparency in data handling





Exploration
Licensing, contracting
	Main activities 
	Exploration drilling (exclusive), evaluate discoveries
	Make field development plans (FDP)
	Bidding process and selection of operators

	Main actors
	Oil companies (IOC)
	Government

	Governance challenges
	Open areas for exploration drilling
	Establish legal framework (licences, tax, control)
	Establish institutional framework
	Define and establish “local content” policies
	Surveillance of activities


	Corruption challenges 
	Clear legal, regulatory and contractual framework 
	Well-defined institutional responsibilities
	Transparent bidding and award procedures
	Secrecy, confidentiality, exclusivity, discretionary decision-making
	Nationalism, home-country interests
	“Royalties” and “signature bonuses” to politicians
	Political interference and favouritism in individual cases




Development
	Main activities
	Construction and installation of necessary infrastructure 
	Rigs, support camps, subsea systems, pipelines, etc.

	Main actors
	Oil companies (concessionaire and partners)
	Sub-contractors: service delivery companies

	Governance challenges
	Award production rights to specific areas
	Set standards for environment, health and labour safety
	Balance government take and attracting risk capital
	Land use conflicts

	Corruption challenges
	Exaggerated development costs
	Access to and handling concessions for production
	Re-negotiation of and amendments to contracts





Production
	Governance challenges 
	Surveillance/monitoring of activities, production levels, etc.
	Environmental impact
	Revenue collection; taxation, royalties
	Revenue management and allocation
	Regular public reporting
	Proper budget process
	Community compensation
	Saving and stabilisation funds (“sovereign funds”-design)
	Oil and service companies’ off-budget social investments (CSR)
	Economic diversification
	Alternatives to extractive industries
	Other commercial sector interests

	Corruption challenges
	Preferential and favouritist contracting and sub-contracting
	“Dead meat” national private oil companies
	Political corruption
	Capital flight, tax evasion, tax havens
	Lack of checks and balances, horizontal accountability
	Lack of vertical accountability, elections, parties
	Graft, embezzlement, favouritism, patronage, nepotism
	Administrative corruption
	Weak integrity, independence and competence of state institutions





Rehabilitation and Decommissioning
	Main activities
	Increasing total recoverable volumes and revenue

	Main actors
	International oil companies (IOC)
	National oil companies (NOC)

	Governance challenges
	Make oil companies recover more
	Set the conditions for finalisation


	Corruption challenges
	Buying sub-standard rehab  

	Main activities
	Removing installations 
	Bringing area back to its original state

	Main actors
	Oil companies and sub-contractors
	Government

	Governance challenges
	Early abandon
	Environmental concerns

	Corruption challenges
	Buying regulatory exemptions






Tools and Strategies for Preventing Corruption
Corruption Prevention
	International Law and Principles
	Anti-Corruption Organisations and the IETI
	Institutions of horizontal accountability, oversight, control
	Institutions of vertical accountability, elections, media




International Law
	Conventions
	United Nations Convention against Corruption
	OECD Convention on Combating Bribery of Foreign Public Officials in International Business Transactions
	African Union Convention on Preventing and Combating Corruption
	Inter-American Convention Against Corruption

	Various actions
	Money laundering
	FATF
	Asset recovery
	UNDOC/WB Stolen Asset Recovery Initiative (StAR)




International NGOs
	Transparency International (TI) 
	The International Budget Project 
	Global Organization of Parliamentarians against Corruption (GOPAC)
	Publish What You Pay 
	Revenue Watch
	Global Witness 
	Global Integrity 
	Tiri
	….

	Multilateral organisations
	United Nations Office on Drugs and Crime (UNODC) 
	United Nations Development Programme (UNDP) 
	World Bank 
	Organisation for Economic Co-operation and Development (OECD) 
	Financial Action Task Force on Money Laundering (FATF) 
	Development Co-operation Directorate (DAC) 
	The World Bank
	Interpol Group of Experts on Corruption (IGEC) 
	The International Group for Anti-Corruption Coordination (IGAC) 
	Extractive Industries Transparency Initiative (EITI)
	.... 

International Organisations



Regional organisations
	Select Committee of Experts on the Evaluation of Anti-Money Laundering Measures (MONEYVAL) 
	Stability Pact for South Eastern Europe - Anti-Corruption Initiative (SPAI) 
	Anti-Corruption Initiative for Asia-Pacific (ADB/OECD) 
	Asia/Pacific Group on Money Laundering (APG)
	The Arab Anti-Corruption & Integrity Network (ACINET)

	Business organisations
	International Chamber of Commerce (ICC) 
	US Chamber of Commerce - Center for International Private Enterprise (CIPE) 
	Transparent Agents and Contracting Agencies - TRACE International 
	Business Anti-Corruption Portal 

International Organisations



	A coalition of governments, companies and civil society 
	A standard for companies to publish what they pay and for governments to disclose what they receive




Companies
disclose payments
Governments
disclose receipts of payments
Makes independent verification



EITI Validation Process


Purpose:

	To reconcile payments and revenues
	To publicize all material on oil, gas and mining revenues
	To subject this to a credible, independent audit
	To assessment compliancy with EITI Principles and Criteria
	To measure progress in implementation
	To move from ’candidate’ to ’compliant’




Government regulation
Companies Disclose Payments
Government Discloses Receipt of Payments


Independent Verification of Tax & Royalty Payments
   Revenue
      Management 
    & Distribution 
  Development Policies


Government Spending
Award of
 licenses
 &
  contracts
  Regulation
&
   monitoring 
   of operations







Compliant Countries
Azerbaijan, Ghana, Liberia, Mongolia, Timor-Leste

Candidate Countries
Afghanistan, Albania, Burkina Faso, Cameroon, Central African Republic, Chad, Côte d´Ivoire, Democratic Republic of Congo, Gabon, Guinea (suspended), Indonesia, Iraq, Kazakhstan, Kyrgyz Republic, Madagascar, Mali, Mauritania, Mozambique, Niger, Nigeria, Norway , Peru, Republic of the Congo, Sierra Leone, Tanzania, Togo, Yemen, Zambia

Other Countries
Equatorial Guinea, Sao Tome and Principe, Ethiopia, Ukraine
  
Cameroon, Gabon, Kyrgyzstan and Nigeria designated as EITI Candidate countries that are “close to compliance” 



	Then what?



Publish What You Pay (PWYP) is a global civil society coalition that helps citizens of resource-rich developing countries hold their governments accountable for the management of revenues from the oil, gas and mining industries. Natural resource revenues are an important source of income for governments of over 50 developing countries. When properly managed these revenues should serve as a basis for poverty reduction, economic growth and development rather than exacerbating corruption, conflict and social divisiveness



National Corruption Analysis: TI NIS



Political 
accountability
	 Political competition
	 Credible political parties
	 Transparency in party financing
	 Conflict of interest/asset decl.

Public sector
management
	 Merits in civil service 
	 Budget management
	 Revenue collection
	 Service delivery

Regulatory oversight
and restraints on power
	 Legislative oversight
	 Indep. & effective judiciary
	 Indep. prosecution/enforc.

Civil Society Participation
	 Freedom of information
	 Public hearings of draft bills
	 Role for the media
	 Role for the NGOs

Private sector competition
	 Economic policy reform
	 Restructuring of monopolies
	 Corporate governance transp.
	 Collective business associations

Anti
corruption
National corruption analysis: WB
Diagnostic Surveys 



	Parliament
	Judiciary



	Executive branch (government) institutions
	Ministries (finance, petroleum/energy/resources, internal) 
	Police, economic crime investigation unit
	Revenue and tax authorities
	Auditors and audit institutions
	Specialised anti-corruption agencies
	Ombudsmen
	National oil company 
	National bank, development and investment banks
	National statistics Regional and local government
	Universities, institutes
	Regional and local government

Institutions of Horizontal Accountability
Checks and balances



	Elections 
	Choose other individuals to hold public office
	Instigate public debate
	Voice and representation
	Accountability

	Political parties
	Aggregate and articulate interests
	Present realistic alternatives

	Civil Society and NGOs
	Monitor government incomes and expenditures
	Monitor public service delivery
	Monitor business ventures


Media
	Detect and publish cases
	Create public awareness 
	Naming and blaming, “scapegoating”
	Encourage public debate

Institutions of Vertical Accountability



The Parliament

	Roles, functions
	Making the laws
	Making the budget
	Setting principles
	Establish institutions
	Investigations
	Hearings


	Principles
	Rule by the people, for the people
	Representative

	Organisation
	Public accounts committee
	Permanent and ad-hoc committees





The Judiciary
	Roles, functions
	Interpreting the law
	Sentencing
	Enforcing contracts
	Resolution of conflicts of interest
	Protection of whistleblowers and those who file complaints
	Democratic elections (complaints)
	Rules regulating gifts and hospitality to public officials
	Integrating anti-corruption principles in national legislation
	Consolidation of various criminal laws dealing with corruption

	Principles
	Integrity and independence
	Access to information (including official secrets)

	Problems
	Nomination of judges
	Professionalism
	Ban on people convicted from holding public office or running companies




Anti-Corruption Commissions
	Some successes …
	Hong Kong, Singapore, Botswana, Lithuania
	Hong Kong Independent Commission Against Corruption (ICAC)
	Corrupt Practices Investigation Bureau (CPIB), Singapore
	Directorate on Corruption and Economic Crimes (DCEC), Botswana
	Special Investigative Service (SIS), Lithuania




	A number of failures …
	Angola, Uganda, Malawi, Tanzania, Zambia, Madagascar …




ACCs: Functions and advantages
	Functions 
	Awareness raising
	Corruption prevention
	Enforcement of criminal law on corruption
	Analysis and advice
	Policy making
	Institutional and legislative reform

	Advantages
	New and fresh
	“Fresh start”, untainted
	Autonomous ‘check’ institution
	More accountability 
	Public credibility and attention
	High degree of specialisation and expertise 
	Separation from institutions it will be investigating
	Fast action against corruption
	Well resourced




ACCs: Reasons for failure..
	Lack of political will and backing 
	Vested interests
	Outright and covert obstruction
	Lack of independence
	Political interference
	Lack of resources and competence 
	Lack of necessary funds
	Institutional confusion and inappropriateness
	Inadequate laws
	Limited legal basis
	Lack of clear mandate
	Isolation 
	Not connected to good governance programme/national strategy
	Not coordinated with other state institutions
	Not coordinated with civil society initiatives

	Poor management 
	Lack of commitment
	Fear of the consequences
	Donor driven 
	Misdirected
	Fragmented
	Lack of transparency
	Lack of public accountability
	Lack of success 
	Unrealistic expectations
	Overwhelmed by backlog 
	Loss of public confidence
	Lack of supporters
	Emphasis on enforcement rather than prevention


Nuhu Ribadu, Nigeria
John Githongo, Kenya





The media in corruption prevention
	Printed and electronic media
	Public and private

	Roles
	Encouraging public debate and political engagement 
	Detection and publication of cases
	Exposing and following up on specific stories involving corruption
	Prevention and punishment 
	Naming and blaming, “scapegoating”
	Prompting pre-emptive response and investigations
	Creating public awareness
	Amplifying work of anti-corruption institutions
	Amplifying work of civil society

	Conditions
	Freedom of the press
	Independence and integrity
	Capacity and professionalism
	Investigative journalism
	Obstacles
	Censorship
	Poor standards
	Political interference




Civil society in corruption prevention
	NGOs
	Faith based originations
	Trade unions 
	…

	Roles
	Monitor government incomes
	Publish What You Pay
	International Budget Project
	Monitor government expenditures
	Participation procurement boards
	Participatory budgeting
	Monitor public service delivery
	Citizen Charters
	Citizen cards, client surveys
	Monitor business ventures
	Global Witness

	Conditions
	Freedom of organisation
	Activism and professionalism

	Obstacles
	Political interference
	Cooptations, manipulations
	Weak membership base
	Weak income base
	Lack of paying members




