
1HZ�(PSLULFDO�)URQWLHUV�LQ�)LJKWLQJ�&RUUXSWLRQ�DQG,PSURYLQJ�*RYHUQDQFH�±�VHOHFWHG�LVVXHV
'DQLHO�.DXIPDQQ��7KH�:RUOG�%DQN�,QVWLWXWH
KWWS���ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH

%ULHI�%DFNJURXQG�&RPPHQWV�DQG�(PSLULFV3UHSDUHG�IRU�SUHVHQWDWLRQ�DW�WKH�26&(�(FRQRPLF�)RUXP�����
%UXVVHOV���-DQXDU\������VW� ����

>1RWH���7KLV�EULHI�SDSHU�VKRXOG�EH�UHYLHZHG�LQ�FRQMXQFWLRQ�ZLWK�WKH�JUDSKLFDO�SRZHUSRLQWSUHVHQWDWLRQ�WR�EH�JLYHQ�DW�WKH�FRQIHUHQFH��DYDLODEOH�DV�D�VHSDUDWH�FRPSDQLRQ�SSW�ILOH�LQ�WKHDERYH�UHIHUUHG�ZHEVLWH���3OHDVH�FRQWDFW�XV�DW�JRYHUQDQFHZEL#ZRUOGEDQN�RUJ�LI�WKHUH�DUH�DQ\SUREOHPV�DFFHVVLQJ�WR�WKH�SRZHUSRLQW�SUHVHQWDWLRQ�ZKLFK�FRQWDLQV�HPSLULFV�DQG�JUDSKLFV��DQGDOVR�IRU�FRPPHQWV�DQG�IHHGEDFN����3OHDVH�DOVR�QRWH�WKDW�WKH�YLHZV�DQG�HUURUV�DUH�WKH�DXWKRU¶VUHVSRQVLELOLW\��DQG�WKH�GDWD�LV�WKH�RXWFRPH�RI�YDULRXV�UHVHDUFK�HIIRUWV�DQG�DOVR�RXWVLGH�VRXUFHV�7KH�SUHVHQWDWLRQ�RI�VXFK�GDWD�DQG�YLHZV�KHUH�GR�QRW�QHFHVVDULO\�UHIOHFW�RIILFLDO�YLHZV�RI�WKH�:RUOG%DQN�RU�LWV�ERDUG�RI��H[HFXWLYH�GLUHFWRUV���$�VLPLODU�YHUVLRQ�WR�WKH�FRPPHQWV�FRQWDLQHG�EHORZDSSHDU�LQ�WKH�-DQXDU\�)HEUXDU\�,VVXH�RI�WKH�:RUOG3DSHU��KWWS���ZZZ�ZRUOGSDSHU�FRP� @

:KDW�LV�WKH�,VVXH"
*RYHUQDQFH�DQG�FRUUXSWLRQ�DUH�QRWLRQV�KHDUG�RIWHQ�HQRXJK�QRZDGD\V��<HW�WKH\�DUHIUHTXHQWO\�OHIW�XQGHILQHG��ZLWKLQ�ZULWLQJV�ORQJ�LQ�H[KRUWDWLRQV�DQG�VKRUW�LQ�HPSLULFDOHYLGHQFH��:KDW¶V�ORVW�LV�D�FOHDU�VWUDWHJ\�IRU�FRPEDWLQJ�FRUUXSWLRQ�RU�LPSURYLQJJRYHUQDQFH���:H�KDYH�WR�DGPLW�XSIURQW�WKDW�ZH�VWLOO�ODFN�PDQ\�DQVZHUV�LQ�WKLV�FRPSOH[ILHOG��EXW�UHFHQW�HPSLULFDO�HYLGHQFH�DQG�HPHUJLQJ�OHVVRQV�RI�VXFFHVV�DQG�IDLOXUH�RIIHUVRPH�LQVLJKWV�

'HILQLQJ�WKH�SUREOHP
:KDW LV�FRUUXSWLRQ�DQG�ZKDW�DUH�LWV�FDXVHV�DQG�FRQVHTXHQFHV"��:KDW�LV�JRYHUQDQFH��DQGZKHQ LV�LW�JRRG"�:KDW�VWUDWHJLHV�ORZHU�FRUUXSWLRQ�DQG�VWUHQJWKHQ�JRYHUQDQFH"

&RUUXSWLRQ��� &RUUXSWLRQ�LV�FRPPRQO\�GHILQHG�DV�WKH�DEXVH�RI�SXEOLF�RIILFH�IRU�SULYDWHJDLQ��+RZHYHU��JRYHUQDQFH�LV�D�EURDGHU�FRQFHSW��ZH�GHILQH�LW�DV�WKH�H[HUFLVH�RI�DXWKRULW\WKURXJK�IRUPDO�DQG�LQIRUPDO�WUDGLWLRQV�DQG�LQVWLWXWLRQV�IRU WKH�FRPPRQ�JRRG�
*RYHUQDQFH�� *RYHUQDQFH�HQFRPSDVVHV�WKH�SURFHVV�RI�VHOHFWLQJ��PRQLWRULQJ��DQGUHSODFLQJ�JRYHUQPHQWV��,W�LQFOXGHV�WKH�FDSDFLW\�WR�IRUPXODWH�DQG�LPSOHPHQW�VRXQGSROLFLHV��DQG�LW�DVVXPHV�D�UHVSHFW�IRU�FLWL]HQV�
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8QEXQGOLQJ�*RYHUQDQFH� )URP�WKLV�IUDPHZRUN��ZH�KDYH�XQEXQGOHG��JRYHUQDQFH�LQWRVL[ FRPSRQHQWV��DQG�GHYHORSHG�ZRUOGZLGH�PHDVXUHV�IRU�HDFK��7KHVH�DUH����L��YRLFH�DQGDFFRXQWDELOLW\� ZKLFK�LQFOXGHV�FLYLO�OLEHUWLHV�DQG�IUHHGRP�RI�WKH�SUHVV����LL��SROLWLFDOVWDELOLW\� LLL� JRYHUQPHQW�HIIHFWLYHQHVV� ZKLFK�LQFOXGHV�WKH�TXDOLW\�RI�SROLF\PDNLQJ�DQGSXEOLF�VHUYLFH�GHOLYHU\�����LY��TXDOLW\�RI�UHJXODWLRQV� Y� UXOH�RI�ODZ� ZKLFK�LQFOXGHVSURWHFWLRQ�RI�SURSHUW\�ULJKWV�DQG�DQ�LQGHSHQGHQW�MXGLFLDU\����DQG����YL��FRQWURO�RIFRUUXSWLRQ� ,W�LV�QRWHZRUWK\�WKDW�FRQWUROOLQJ�FRUUXSWLRQ�HPHUJHV�DV�MXVW�RQH RI WKHVHFORVHO\�LQWHUWZLQHG�HOHPHQWV�RI�JRYHUQDQFH�
:H KDYH�DQDO\]HG�KXQGUHGV�RI�FURVV�FRXQWU\�JRYHUQDQFH�LQGLFDWRUV�PRUH�WKDQ����FRXQWULHV DQG�PDSSHG�WKH�GDWD�WR�WKH�VL[�FRPSRQHQWV�RI�JRYHUQDQFH���7KH�GHWDLOHGDQDO\VLV�DQG�GDWD�LV�IRXQG�DW�KWWS���ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH�GDWDVHWV�KWP6HH�DOVR�&KDSWHU���LQ�UHFHQWO\�UHOHDVHG�:RUOG�%DQN�ERRN�³7KH�4XDOLW\�RI�*URZWK´��DVZHOO DV�,0)¶V�)LQDQFH�	�'HYHORSPHQW��-XQH������LVVXH��
7RZDUGV�D�PHDQLQJIXO�HPSLULFDO�FODVVLILFDWLRQ�ZKLFK�DFFRXQWV�IRU�PDUJLQV�RI�HUURU�7KH DQDO\VLV�JURXSV�FRXQWULHV�LQWR�WKUHH�EURDG�FDWHJRULHV�²�UHG�OLJKW�IRU WKRVH�ZLWK�ZHDNFRUUXSWLRQ�FRQWURO��JUHHQ�OLJKW�IRU�WKRVH�ZLWK�JRRG�JRYHUQDQFH��DQG�\HOORZ�IRU WKRVH�LQEHWZHHQ��)URP�WKLV�DQDO\VLV��DV�PDQ\�DV����FRXQWULHV�HPHUJH�DV�KDYLQJ�DQ�DFXWHJRYHUQDQFH�FULVLV�
7KH (YLGHQFH�� 7KH�HYLGHQFH�VXJJHVWV�WKDW�D�FDSDEOH�VWDWH��ZLWK�JRRG�DQG�WUDQVSDUHQWJRYHUQPHQW�LQVWLWXWLRQV�LV�DVVRFLDWHG�ZLWK�KLJKHU�LQFRPH�JURZWK�DQG�QDWLRQDO�ZHDOWK��DVZHOO DV�PHDVXUDEOH�VRFLDO�SURJUHVV��7KH�H[SHULHQFH�RI�LQGXVWULDOL]LQJ�FRXQWULHV�VXFK�DV%RWVZDQD��&KLOH��&RVWD�5LFD��(VWRQLD��3RODQG��DQG�6ORYHQLD�VXSSRUWV�WKLV�OLQNDJH��DV�GRHVHYLGHQFH�RYHU�WKH�SDVW����\HDUV�IURP�HFRQRPLHV�OLNH�6LQJDSRUH�DQG�6SDLQ�
0RUHRYHU��WKH�HYLGHQFH�FKDOOHQJHV�WKH�DUJXPHQW�WKDW�RQO\�ULFK�FRXQWULHV�FDQ�DIIRUG�WKHOX[XU\�RI�JRRG�JRYHUQDQFH��,QVWHDG��LW�VXJJHVWV�VWURQJO\�WKDW�EHWWHU�JRYHUQDQFH�OHDGV�WREHWWHU�GHYHORSPHQW�RXWFRPHV��,I�5XVVLD�FRQWUROOHG�FRUUXSWLRQ�DV�ZHOO�DV�WKH�&]HFK5HSXEOLF��RU�,QGRQHVLD�DV�ZHOO�DV�.RUHD���WKH�LPSURYHPHQWV�ZRXOG�DERXW�WULSOH�SHU�FDSLWDLQFRPHV��ZKLOH�UHGXFLQJ�LQIDQW�PRUWDOLW\�E\�D�VLPLODU�PDJQLWXGH��DQG�LPSURYLQJ�OLWHUDF\E\�DERXW����SHUFHQWDJH�SRLQWV�LQ�WKH�ORQJ�UXQ��,I�7DMLNLVWDQ�ZHUH�WR�DFTXLUH�&KLOHDQ�OHYHOVRI�JRYHUQPHQW�HIIHFWLYHQHVV��WKH�UHVXOWLQJ�LPSURYHPHQWV�ZRXOG�DPRXQW�WR�WZLFH�WKRVHMXVW FDWDORJXHG�
&RUUXSWLRQ�DQG�PLVJRYHUQDQFH�DUH�GHYDVWDWLQJ�IRU�WKH�SRRU��ZKR�URXWLQHO\�UHFHLYH�IHZHUVRFLDO�VHUYLFHV��VXFK�DV�KHDOWK�DQG�HGXFDWLRQ��DQG�KDYH�IHZHU�UHVRXUFHV�WR�VXSSO\�WKHEULEHV�DQG�SD\RIIV�WKDW�FDQ�EH�URXWLQHO\�GHPDQGHG��&RUUXSW�UHJLPHV�RIWHQ�SUHIHU�GHIHQVHFRQWUDFWV�RYHU�UXUDO�KHDOWK�FOLQLFV�DQG�VFKRROV��D�SROLF\�ELDV�WKDW�ZRUVHQV�LQFRPHGLVWULEXWLRQ�DQG�GLYHUWV�UHVRXUFHV�IURP�WKH�FRXQWU\VLGH�WR�WKH�FLWLHV��7R�JDLQ�DFFHVV�WRSXEOLF�VHUYLFHV��SRRU�KRXVHKROGV�LQ�(FXDGRU�PXVW�VSHQG�WKUHH�WLPHV�PRUH�LQ�EULEHV�DV�DVKDUH RI�WKHLU�LQFRPHV�WKDQ�KLJKHU�LQFRPH�KRXVHKROGV�
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:KR�EHQHILWV�IURP�EULEHU\"
5HFHQW HYLGHQFH�VKRZV��WKDW�D�ILUP�HQJDJLQJ�LQ�SHWW\�EULEHU\��IRU�H[DPSOH��IRU�OLFHQVHV�RUUHG WDSH��JHQHUDOO\�GRHVQ¶W�EHQHILW��1RU�GRHV�WKH�EXVLQHVV�FRPPXQLW\�RU�VRFLHW\�PRUHJHQHUDOO\��,QGHHG��WKH�FRVWV�RI�VXFK�FRUUXSWLRQ�IRU�RYHUDOO�EXVLQHVV�GHYHORSPHQW�DUH�ODUJH�*UDQG�FRUUXSWLRQ�SRVHV�VRPHZKDW�GLIIHUHQW�SUREOHPV��$�VXUYH\�RI�HQWHUSULVHV�VKRZV�WKDWLQ WKRVH�HFRQRPLHV�LQ�WUDQVLWLRQ�IURP�FRPPXQLVP�ZKHUH�JUDQG�FRUUXSWLRQ�LV�PRUHSUHYDOHQW��WKH�JURZWK�DQG�LQYHVWPHQW�UDWH�RI�HQWHUSULVHV�DUH�PXFK�VPDOOHU��DQG�WKHVHFXULW\�RI�SURSHUW\�ULJKWV�LV�VHULRXVO\�LPSDLUHG���$W�WKH�VDPH�WLPH���IRU�D�QXPEHU�RIFRXQWULHV LQ�WKH�IRUPHU�6RYLHW�8QLRQ��WKH�VXUYH\�ILQGV�WKDW�ILUPV�WKDW�SXUFKDVHGSDUOLDPHQWDU\�ODZV��SUHVLGHQWLDO�GHFUHHV��DQG�LQIOXHQFH�LQ�FHQWUDO�EDQNV�GR�WKHPVHOYHVEHQHILW�LQ�WKH�VKRUW�UXQ��WKRXJK�JUDQG�FRUUXSWLRQ�LPSRVHV�D�SDUWLFXODUO\�SHUQLFLRXV�VRFLDOFRVW RQ�HQWHUSULVH�GHYHORSPHQW����)RU�GHWDLOV�RQ�WKH�UHVHDUFK�RQ�6WDWH�&DSWXUH�DQG�*UDQG&RUUXSWLRQ��VHH��KWWS���ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH�SXEV�VHL]HVWDWH�KWP�
&DXVHV�RI�&RUUXSWLRQ
(PSLULFDO�VWXGLHV�RI�WKH�FDXVHV�RI�FRUUXSWLRQ�DUH�IDLUO\�QHZ��EXW�HYLGHQFH�VXJJHVWV�WKDW�LWLV D�V\PSWRP�RI�GHHS�LQVWLWXWLRQDO�ZHDNQHVVHV�
&RUUXSWLRQ�ULVHV�ZLWK�IHZHU�DQG�PRUH�IUDJLOH�SROLWLFDO�ULJKWV��ZKLFK�LQFOXGH�GHPRFUDWLFHOHFWLRQV��D�OHJLVODWXUH��DQG�RSSRVLWLRQ�SDUWLHV��DQG�ZHDN�FLYLO�OLEHUWLHV��ZKLFK�LQFOXGHULJKWV�WR�IUHH�DQG�LQGHSHQGHQW�PHGLD�DQG�IUHHGRP�RI�DVVHPEO\�DQG�VSHHFK��,QFUHDVLQJHYLGHQFH�OLQNV�WKH�HPSRZHUPHQW�RI�FLYLO�VRFLHW\�ZLWK�HIIHFWLYH�VWUDWHJLHV�LQ�DGGUHVVLQJFRUUXSWLRQ��7KH�HQWHUSULVH�VXUYH\�HYLGHQFH�IURP�WUDQVLWLRQ�HFRQRPLHV�VXJJHVWV�WKDW�WKHFDSWXUH�RI�WKH�VWDWH�SROLFLHV�DQG�ODZV�E\�FRUSRUDWH�LQWHUHVWV�LV�DVVRFLDWHG�ZLWK�WKH�DEVHQFHRI�IXOO�FLYLO�OLEHUWLHV��7KH�ZRUOGZLGH�HPSLULFDO�HYLGHQFH�DOVR�VXJJHVWV�WKDW�WKH�LQFOXVLRQRI�ZRPHQ��ZKHWKHU�PHDVXUHG�LQ�WHUPV�RI�SDUOLDPHQWDU\�UHSUHVHQWDWLRQ�RU�VRFLDO�ULJKWV�JRHV�DORQJ�ZLWK�D�VWURQJHU�FLYLO�VRFLHW\��'HYROXWLRQ��VXFK�DV�ILVFDO�GHFHQWUDOL]DWLRQ��PD\DOVR�KHOS�FRQWURO�FRUUXSWLRQ��,Q�DGGLWLRQ��HYLGHQFH�SRLQWV�WR�D�VLJQLILFDQW�FRUUHODWLRQEHWZHHQ�FRUUXSWLRQ�DQG�D�ZHDN�UXOH�RI�ODZ�
&RUUXSWLRQ�LV�KLJKHU�LQ�FRXQWULHV�ZLWK�D�KLJK�GHJUHH�RI�VWDWH�RZQHUVKLS�LQ�WKH�HFRQRP\�H[FHVVLYH�EXVLQHVV�UHJXODWLRQ�DQG�WD[HV��DUELWUDU\�DSSOLFDWLRQ�RI�UHJXODWLRQV��DQG�WUDGHUHVWULFWLRQV��0RQRSROL]HG�HFRQRPLHV�WHQG�WR�KDYH�PRUH�FRUUXSWLRQ�
&LYLO�VHUYLFH�SURIHVVLRQDOLVP��ZKLFK�LQFOXGHV�WUDLQLQJ��KLULQJ��DQG�SURPRWLRQ�V\VWHPV��LVDOVR�DVVRFLDWHG�ZLWK�OHVV�FRUUXSWLRQ��&RQWUDU\�WR�FRQYHQWLRQDO�ZLVGRP��WKH�HYLGHQFH�LVRIWHQ�DPELJXRXV�WKDW�ORZ�FLYLO�VHUYLFH�SD\�FDXVHV�FRUUXSW�EHKDYLRU��%HWWHU�SXEOLF�VHFWRUVDODULHV RQ�WKHLU�RZQ�PD\�QRW�H[SODLQ�D�VLJQLILFDQW�UHGXFWLRQ�LQ�FRUUXSWLRQ��)RU�H[DPSOH�(FXDGRULDQ�SXEOLF�VHFWRU�DJHQFLHV�WKDW�RIIHU�EHWWHU�SD\�WR�HPSOR\HHV�GR�QRW�KDYH�D�ORZHULQFLGHQFH�RI�FRUUXSWLRQ�
7KH QHHG�IRU�D�0XOWLIDFHWHG�$QWLFRUUXSWLRQ�6WUDWHJ\�ZKLFK�WDFNOHV�WKH�IXQGDPHQWDOV�LQFHQWLYHV�DQG�SUHYHQWLRQ�
*LYHQ ZKDW�LV�NQRZQ�DERXW�WKH�PDLQ�GHWHUPLQDQWV�RI�JRRG�JRYHUQDQFH�DQG�FRUUXSWLRQ�ZKDW NLQGV�RI�SURJUDPV�PD\�KDYH�DQ�LPSDFW"�,PSURYLQJ�JRYHUQDQFH�UHTXLUHV�D�V\VWHP�RIFKHFNV�DQG�EDODQFHV�LQ�VRFLHW\�WKDW�UHVWUDLQV�DUELWUDU\�DFWLRQ�DQG�EXUHDXFUDWLF�KDUDVVPHQW

http://www.worldbank.org/wbi/governance/pubs/seizestate.htm
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E\�SROLWLFLDQV�DQG�EXUHDXFUDWV��SURPRWHV�YRLFH�DQG�SDUWLFLSDWLRQ�E\�WKH�SRSXODWLRQ�UHGXFHV�LQFHQWLYHV�IRU�WKH�FRUSRUDWH�HOLWH�WR�HQJDJH�LQ�³VWDWH�FDSWXUH�´�DQG�IRVWHUV�WKH�UXOHRI ODZ��)XUWKHUPRUH��UHVHDUFK�RQ�VWDWH�FDSWXUH�XQGHUVFRUHV�WKH�QHHG�IRU�SODFLQJ�FKHFNVDQG EDODQFHV�RQ�WKH�³HOLWH´�FRUSRUDWH�VHFWRU�WKURXJK�SURPRWLQJ�D�FRPSHWLWLYH�PDUNHWHFRQRP\�DQG�DQ�DFWLYH�FLYLO�VRFLHW\��$�PHULWRFUDWLF�DQG�VHUYLFH�RULHQWHG�SXEOLFDGPLQLVWUDWLRQ�LV�DQRWKHU�VDOLHQW�IHDWXUH�RI�WKH�VWUDWHJ\�
$ FKDUW�V\QWKHVL]LQJ�WKH�VWUDWHJ\�RI�NH\�UHIRUPV�IRU�LPSURYLQJ�JRYHUQDQFH�DQGFRPEDWLQJ�FRUUXSWLRQ�LV�LQFOXGHG�LQ�WKH�VHW�RI�ILJXUHV�LQ�WKH�FRPSDQLRQ�SRZHUSRLQW�VOLGHSUHVHQWDWLRQ���+RZHYHU��KRZ�WR�FRPELQH�DQG�VHTXHQFH�WKHVH�UHIRUPV�WR�DFKLHYH�WKHJUHDWHVW�LPSDFW�RQ�FRUUXSWLRQ�LV�D�SDUWLFXODUO\�GDXQWLQJ�FKDOOHQJH��DV�LV�WKH�WDVN�RIGHWDLOLQJ�DQG�DGDSWLQJ�D�VWUDWHJ\�WR�HDFK�FRXQWU\�VSHFLILF�UHDOLW\��)RU�LQVWDQFH��D�FRXQWU\WKDW KDV�EHHQ�VXEMHFW�WR�VWDWH�FDSWXUH�E\�WKH�FRUSRUDWH�HOLWH�ZLOO�UHTXLUH�D�GLIIHUHQWVWUDWHJ\�WKDQ�D�FRXQWU\�ZKHUH�WKH�PDLQ�VRXUFH�RI�PLVJRYHUQDQFH�RULJLQDWHV�LQ�WKHEXUHDXFUDF\�
'HWDLOV�DQG�3ULRULWLHV�LQ�D�PXOWL�IDFHWHG�VWUDWHJ\�ZLOO�YDU\�IURP�FRXQWU\�WR�FRXQWU\�
(QWU\ DQG�&RPSHWLWLRQ� 6WUDWHJLHV�WR�ILJKW�FRUUXSWLRQ�PXVW�LQYROYH�LQFUHDVLQJ�HQWU\�DQGFRPSHWLWLRQ��,Q�VRPH�WUDQVLWLRQ�DQG�GHYHORSLQJ�FRXQWULHV��D�VRXUFH�RI�JUDQG�FRUUXSWLRQ�LVWKH FRQFHQWUDWLRQ�RI�HFRQRPLF�SRZHU�LQ�PRQRSROLHV�WKDW�WKHQ�ZLHOG�SROLWLFDO�LQIOXHQFH�RQWKH JRYHUQPHQW�IRU�SULYDWH�EHQHILWV��7KH�SUREOHP�LV�SDUWLFXODUO\�DFXWH�LQ�FRXQWULHV�ULFK�LQQDWXUDO�UHVRXUFHV��ZKHUH�PRQRSROLHV�LQ�RLO��JDV��DQG�DOXPLQXP��IRU�LQVWDQFH��FUHDWHFRQVLGHUDEOH�HFRQRPLF�DQG�SROLWLFDO�SRZHU�WKDW�OHDGV�WR�YDULRXV�IRUPV�RI�FRUUXSWLRQ�QRQSD\PHQW�RI�WD[HV��QRQWUDQVSDUHQW�RIIVKRUH�DFFRXQWV��SXUFKDVLQJ�OLFHQVHV�DQG�SHUPLWV�DQG SXUFKDVLQJ�YRWHV�DQG�GHFUHHV�WKDW�UHVWULFW�HQWU\�DQG�FRPSHWLWLRQ���'HPRQRSROL]DWLRQ�GHUHJXODWLRQ��IDFLOLWDWLRQ�RI�HQWU\�DQG�H[LW��WKURXJK�OLTXLGDWLRQ�RI�DVVHWV�DQG�HIIHFWLYHEDQNUXSWF\�SURFHGXUHV���DQG�SURPRWLRQ�RI�FRPSHWLWLRQ�DUH�YLWDO�
3ROLWLFDO�/HDGHUVKLS�$FFRXQWDELOLW\� 7R�LQFUHDVH�DFFRXQWDELOLW\�RI�SROLWLFDO�OHDGHUV�VRPH�FRXQWULHV�DUH�SXVKLQJ�JUHDWHU�SXEOLF�GLVFORVXUH�DQG�WUDQVSDUHQF\��,Q�VHYHUDOFRXQWULHV�WKLV�KDV�HQWDLOHG�WKH�IROORZLQJ�
� 3XEOLF�GLVFORVXUH�RI�YRWHV�LQ�SDUOLDPHQW� 5HSHDO�RI�XQFRQGLWLRQDO�SDUOLDPHQWDU\�LPPXQLW\� 3XEOLF�GLVFORVXUH�RI�VRXUFHV�DQG�DPRXQWV�RI�SROLWLFDO�SDUW\�ILQDQFLQJ� 3XEOLF�GLVFORVXUH�RI�LQFRPHV�DQG�DVVHWV�RI�VHQLRU�SXEOLF�RIILFLDOV�DQG�WKHLU�NH\GHSHQGHQWV� 5HJXODWLRQV�DJDLQVW�FRQIOLFWV�RI�LQWHUHVW�IRU�SXEOLF�RIILFLDOV� 3URWHFWLRQ�RI�SHUVRQDO�DQG�HPSOR\PHQW�VHFXULW\�IRU�SXEOLF�RIILFLDOV�ZKR�UHYHDODEXVH�RI�SXEOLF�RIILFH�E\�RWKHUV��ZKLVWOHEORZHU�VWDWXWHV��
3URIHVVLRQDOL]DWLRQ�RI�WKH�FLYLO�VHUYLFH� $�PRUH�SURIHVVLRQDO�FLYLO�VHUYLFH�LV�DQRWKHUFUXFLDO�HOHPHQW��5HFUXLWLQJ�DQG�SURPRWLQJ�RQ�PHULW��DV�RSSRVHG�WR�SROLWLFDO�SDWURQDJH�RULGHRORJLFDO�DIILOLDWLRQ��LV�SRVLWLYHO\�DVVRFLDWHG�ZLWK�ERWK�JRYHUQPHQW�HIIHFWLYHQHVV�DQGFRQWURO�RI�FRUUXSWLRQ��5HIRUPV�LQ�WKLV�DUHD�KDYH�LQFOXGHG�FUHDWLQJ�LQGHSHQGHQW�SURIHVVLRQDO�LQVWLWXWLRQV�ZLWK�FKHFNV�DQG�EDODQFHV��IRU�H[DPSOH��D�FLYLO�VHUYLFHUHFUXLWPHQW�FRPPLVVLRQ��DQG�LQWURGXFLQJ�D�FRPSUHKHQVLYH�SHUIRUPDQFH�PDQDJHPHQW



�

V\VWHP�ZLWK�SD\�DQG�SURPRWLRQ�OLQNHG�WR�SHUIRUPDQFH��DQ�DSSURDFK�WKDW�KDV�\LHOGHGSRVLWLYH�UHVXOWV�LQ�0DOD\VLD�DQG�7KDLODQG��,Q�DGGLWLRQ��DOORZDQFHV�DQG�QRQ�FDVK�EHQHILWVRIWHQ QHHG�WR�EH�VLPSOLILHG��PRQHWL]HG��DQG�PDGH�WUDQVSDUHQW��:KROHVDOH�VDODU\�LQFUHDVHVDUH VHOGRP�D�SDQDFHD�
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New Frontiers in Governance and Anti-Corruption

The ‘Power of Data’ and Collective Action

OSCE Economic Forum 2001

Brussels, January 30-31st

Daniel Kaufmann, The World Bank Institute

http://www.worldbank.org/wbi/governance

Governance: 9 Key Issues + 1 Challenge

• Focus on Corruption equating poor governance
• Government ‘drives’ Anti-Corruption (A-C) program
• Paramount: A-C Agencies / Commissions / Ethics Off.
• Judiciary/Legal Enforcement Institutions are the key
• Strict Enforcement of Rules: civil service/bureaucracy
• High Pay in public service for combating corruption
• Focus: Bureaucratic bribery in developing countries 
• Focus on problem within Governments
• Data on Governance/Corruption not that useful

ChallengeChallenge:: The 9 Key Issues above contain mythsThe 9 Key Issues above contain myths
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Percentage of Respondents

Who Should take the lead in a National 
Governance/Anticorruption Program? 

(response of public officials in conference surveys)

A-C: Anti-Corruption

Broad Perspective -- and Unbundling:  
Assessing Overall Governance with Data

[based on over 300 variables; 160 countries][based on over 300 variables; 160 countries]

• Control of Corruption (or Graft)

• Application of the Rule of Law

• Quality of Regulatory Framework

• Government Effectiveness

• Voice, Civil Liberties and Accountability

• Political Stability & lack of Violence/Crime
Full definition on governance, and access and details on data:  http://www.worldbank.org/wbi/governance

http://www.worldbank.org/wbi/governance/
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Control of Corruption: Aggregate Indicator 
(From 155 worldwide, transition/selected countries)*

Source: ‘Governance Matters’, PRWP 2196 by Kaufmann, Kraay and Zoido; based on data from 1998.  
For details and  data, visit http://www.worldbank.org/wbi/governance   There is a margin of error (thin line); extreme care in interpretation is needed. 

POOR
GOOD

Application of Rule of Law Varies by Region

OECD East
Asia

Middle
East

South
Asia

Eastern
Europe

Latin
America

Sub-
Saharan
Africa

Former
Soviet
Union

(based on aggregation of surveys/polls 1997-99*)

High 
Index
of Rule 
of Law
Appli-
cation

Low
Index

Note:  Regional Averages shown for discussion purposes, and hide large intra-regional variation in each case. Thin vertical 
line reflects estimated margin of error.  Source: Kaufmann, Kraay and Zoido-Lobaton (1999).  "Aggregating Governance Indicators" and 
"Governance Matters" PWRP 2195 and 2196.  http://www.worldbank.org/wbi/governance

http://www.worldbank.org/wbi/governance/
http://www.worldbank.org/wbi/governance/
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The ‘Dividend’ of Good Governance

Infant Mortality and Corruption
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Note: The bars depict the simple correlation between good governance and development outcomes.  The line depicts the
predicted value when taking into account the causality effects (“Development Dividend”) from improved governance to better
development outcomes. For data and methodological details visit http://www.worldbank.org/wbi/governance.
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Salient Features of New Governance Diagnostic Tools

• Multi-pronged surveys of:  households, firms and public 
officials  [‘triangulation’]

• Experiencial questions (vs. ‘opinions’/generic)    
• Specially designed and tested closed questions

• Conceptual framework:   Incentive Structure behind 
Governance; focus on development 

• Rigorous technical requirements in implementation

• Local Institution Implements, with WB Collaboration
• Recognizing Multidimensionality of Governance
• Focus on Service Delivery:  Input for Action and Change

4.2
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Lower Income Households ‘Pay’ Disproportionally

Bribe/Total Income ratio % ( A Latin American Country )
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Albania
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Latvia
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Citizen Voice Improves Accessibility of Public 
Services to the Poor in Bolivia

Based on Bolivia Public Officials Survey. The sample of institutions includes 44 national, 
departmental, and municipal agencies which  are a prior anticipated to be accessible to the poor  
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Transparency within Government Agencies Increases 
Their Poverty Reduction Impact in Bolivia

Based on Bolivia Public Officials Survey. The sample of institutions includes 50 national, departmental, 
and municipal agencies which  are a prior anticipated to have a major impact on poverty reduction.  

30

40

50

60

Low Moderately Low Moderately High High

Internal Transparency

P
ov

er
ty

 R
ed

uc
tio

n 
Im

pa
ct

Simple Average Association Controlled Causal Link



9

Extent of State Capture in TransitionExtent of State Capture in Transition

Country

Parliamentary
legislation
(% of firms)

Presidential
decrees
(% of firms)

Central
Bank
(%of firms)

Criminal
Courts
(% of firms)

Party  finance
(% of firms)

Capture index
(% of firms)

Capture
Classification

Albania 12 7 8 22 25 16 Low
Armenia 10 7 14 5 1 7 Low
Azerbaijan 41 48 39 44 35 41 High
Belarus 9 5 25 0 4 8 Low
Bulgaria 28 26 28 28 42 28 High
Croatia 18 24 30 29 30 27 High
Czech Rep 18 11 12 9 6 11 Low
Estonia 14 7 8 8 17 10 Low
Georgia 29 24 32 18 21 24 High
Hungary 12 7 8 5 4 7 Low
Kazakhstan 13 10 19 14 6 12 Low
Kyrgyzstan 18 16 59 26 27 29 High
Latvia 40 49 8 21 35 30 High
Lithuania 15 7 9 11 13 11 Low
Moldova 43 30 40 33 42 37 High
Poland 13 10 6 12 10 12 Low
Romania 22 20 26 14 27 21 High
Russia 35 32 47 24 24 32 High
Slovakia 20 12 37 29 20 24 High
Slovenia 8 5 4 6 11 7 Low
Ukraine 44 37 37 21 29 32 High
Uzbekistan 5 4 8 5 4 6 Low

Overall 24 21 25 18 20 22
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Source: Hellman, Jones and Kaufmann 2000 (BEEPS in Transition)
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in Transition Economies  

• Transnational Corporate Responsibility Matters as Well:

Note: For transition economies, average of 20 countries. 
Source: Hellman, Jones and Kaufmann, 2000 (www.worldbank.org/wbi/governance)

% Firms that pay public procurement kickbacks% Firms that pay public procurement kickbacks
(of those that trade with the state)(of those that trade with the state)
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Enormous Social/Enormous Social/EconomiEconomi costs of state capture:  costs of state capture:  
Much lower growth in sales and investment in economyMuch lower growth in sales and investment in economy

(and also weaker property rights protection)(and also weaker property rights protection)
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Corruption

Public Oversight and Civil Society:Public Oversight and Civil Society:
OmbudsmanOmbudsman in Albania and Bolivia in Albania and Bolivia
••  Private Sector CoalitionPrivate Sector Coalition in Bolivia in Bolivia
•• Diagnostic Diagnostic Surveys and Surveys and NGO NGO  
  monitoring in Ecuador and others  monitoring in Ecuador and others

Governance Improvement in Practice:
Differentiated Strategies in Five Countries

Financial Controls:Financial Controls:  
ProcurementProcurement Reform in Bolivia, Reform in Bolivia,
     Ecuador and Georgia  Ecuador and Georgia 

Institutional and Civil ServiceInstitutional and Civil Service
Reform:Reform:
  TransparentTransparent Privatization Privatization
     in Ecuador in Ecuador
••  SalarySalary Reform in Bolivia Reform in Bolivia
••  Disclosure of AssetsDisclosure of Assets in in
  Bolivia and Georgia  Bolivia and Georgia

Legal-Judicial:Legal-Judicial:
  Revamp of Revamp of Supreme CourtSupreme Court in Bolivia  in Bolivia 
••  Competency  test and firingCompetency  test and firing  of  judgesof  judges  
in Georgia, Albania and Latviain Georgia, Albania and Latvia
•• Mediation Mediation in Albania in Albania

Economic Policy:Economic Policy:
  Deregulation and Deregulation and DelicensingDelicensing in Bolivia in Bolivia
•• Revamping  Revamping CustomsCustoms in Ecuador and Latvia in Ecuador and Latvia
••  Tax AdministrationTax Administration in Latvia and Ecuador in Latvia and Ecuador
••  Tax/CustomsTax/Customs Code Reform in Albania Code Reform in Albania

Summing Up…
• Broadening Framework:  Governance for Growth

• Addressing State Capture and Grand Corruption

• Political vs. Economic Independence of key agencies

• Voice & Civil Society:  Participation/Collective Action 

• Role of Competitive Private Sector/Business Assciations

• Addressing Fundamentals/Systemic Factors  [vs. Symptoms]:

imperative of Institutional Reform
• New empirical diagnostic tools & dissemination: 

The Power of Info.data
http://www.worldbank.org/wbi/governance

http://www.worldbank.org/wbi/governance/
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Broader Framework in Quality of Growth: Summing Up

• Growth is paramount for poverty alleviation and 
welfare improvement...

• ...But not if short term, K-int. and volatile growth
• And there are also other important welfare 

components: Civil Liberties, Human K, etc.   
• Governance and Voice components are also 

important inputs for quality growth
• Rich countries can help quality growth process in 

emerging economies:  governance and aid
• We are still learning:   power of data

Visit: http://www.worldbank.org/wbi/governance

National Governance:  Challenges in Integrating Anti-
Corruption Into Institutional Change

A simple Formula synthesizing Governance/Anticorruption: 

IG and AC = KI + LE + CA

Improving Governance and Anti-Corruption      = 

=     Knowledge/Info.Data           + …

...+  Leadership (incl. Political)  + ... 

... +  Collective Action (change)

http://www.worldbank.org/wbi/governance/
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http://www.worldbank.org/wbi/governance/

Data Presented for Analysis and informing 
Policy Advise, not for Precise Rankings

The data contained in this presentation originates from 
various enterprise surveys (as well as outside expert rating 
agencies) and are subject to a margin of error.   The 
purpose is therefore not to present precise comparative 
rankings across countries, but instead to illustrate 
characteristics of governmental and corporate 
performance in order to assist in drawing implications for 
action.  No ranking of countries is intended in presenting 
results from these external sources by either the presenter 
of this work, the World Bank or its Board of Directors.  

Further details and data, visit:  http://www.worldbank.org/wbi/governance

http://www.worldbank.org/wbi/governance/
http://www.worldbank.org/wbi/governance/

