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Executive summary
The ANTICORRP program is a large-scale research program devoted to investigating the causes and
consequences of corruption in Europe and globally and to investigate the factors that promote or
hinder the development of effective anticorruption policies and impartial government institutions.
This report is a compilation of some of the most important policy reports produced within the
program as of February 28, 2017. The policy reports highlight the objectives of the research
conducted, explain the scientific approach and methodology, present some of the new knowledge
produced within the framework of the project and identify key messages. All the reports compiled in
this deliverable have been uploaded to the project website (and may consequently be found
at www.anticorrp.eu) and have been disseminated through the platforms available to the consortium
as well as distributed through the networks of the respective partners. The reports cover a diverse
set of themes by researchers - from different academic disciplines and research institutions in Europe
- involved in all pillars and next to all work packages in the program. A brief overview of the content
of these reports is provided below.
The report Mapping the Corruption and Quality of Government in Europe presents the methodology
and results of the largest survey at the sub-national level in Europe comprising 206 regions in 24
countries with a total of 85,000 respondents, conducted at the Quality of Government (QoG)
institute in 2013 and is a larger follow-up on a similar survey made in 2010. The increased amount of
data enables us to build a more extensive and robust European Quality of Government Index (EQI),
which is based on peoples’ perception on the extent of control of corruption, the quality of public
service delivery in the health care, law enforcement and educational sectors, and the impartiality
with which these services are delivered.
The results reveal a great variation in the EQI across the 206 surveyed European regions. Some
countries such as Italy, Romania, Belgium or Spain display remarkable variation, while other
countries, such as Denmark, Sweden and the Netherlands, show little to no variation between
regions. The report also demonstrates the high correlations between EQI and a large set of social
outcomes, ranging from economic inequality and gender inequality, to unemployment and
educational levels, infant mortality and social trust. Those European regions with best performing
public institutions – in terms of efficiency in service delivery, low corruption, and high impartiality –
outperform regions with poor quality institutions in all sorts of quality of life indicators. Regional
level variation in EQI suggests that national level factors – including political institutions (e.g.
electoral system, bicameralism, political regime) as well as national culture, language and traditions –
do not seem to be as relevant as generally argued. The report also explores factors that could explain
the regional differences in EQI, with a special focus on the organization of the public sector, and
particularly the dominance of a merit system (or, its opposite, a politicized administration). The
report finds reasons to be pessimistic, because low-performing regions may be trapped in a bad
spiral or a “vicious” cycle of low expectations and low quality of government, as well as optimistic,
because mechanisms to increase the importance of merit – and thus decrease the importance of
political connections – in the careers of public officials, could lead to an improved quality of
institutions within a region.
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This publication also entails three policy reports focusing on the main results of the data collection
efforts at the individual level conducted by Transparency International. The first report, People and
Corruption: Europe and Central Asia, is a part of a regional series of the Global Corruption Barometer
(GCB) carried out by Transparency International in 2016. The survey includes face to face and
telephone interviews with nearly 60,000 people across 42 countries in Europe and Central Asia. The
results show that 53 per cent of the respondents think that their government is doing a poor job in
fighting corruption in the public sector. In Ukraine, Moldova, Bosnia & Herzegovina and Spain 80-86
percent of the citizens say their government is doing badly in fighting corruption. Furthermore, over
a quarter of the citizens see politicians, government officials and business executives as highly
corrupt, and nearly three in five citizens think that wealthy individuals have too much influence over
public policy in their countries. The report also studies citizens’ willingness to report corruption and
suggests that considerable barriers remain to encouraging more people to do so. In several countries,
reporting rates remain at low levels. In Greece, Latvia and Lithuania, less than one in 10 of those who
have paid a bribe subsequently reported it. While citizens perceive that standing up and speaking out
are the most effective things they can do to stop corruption, only a few actually report it. The main
reason for not reporting corruption is fear of the consequences, such as loosing one’s job. The
research findings also show that, in some countries, there is a lack of social acceptance to report
corruption. While citizens in France and Portugal are most likely to think that is it socially acceptable
to report a case of corruption (74 and 78 per cent respectively), citizens in Montenegro, Bulgaria, and
Bosnia and Herzegovina are far less likely to agree (from 10 to 17 per cent). The report concludes
that the engagement of citizens in anti-corruption activates is unlikely to happen unless there are
improvements in whistle blower protection, political rights, civil liberties and appropriate follow-up
to their disclosures.
The second report published by Transparency International, People and Corruption: Africa survey
2015, reviews the results from the Sub-Saharan African edition of the Global Corruption Barometer.
The survey was conducted in collaboration with the Afrobarometer in 2014 and over 43,000 citizens
in 28 countries were asked about their experiences and perceptions of corruption in their countries.
The report shows that a majority of Africans perceive corruption to be on the rise and they also think
that their governments are failing in its efforts to fight corruption. The results also show that the
poorest people are those who are the hardest hit by corruption and are almost twice as likely to pay
a bribe compared to more affluent fellow citizens. The main finding of the report of the Sub-Saharan
GCB is that there is a gap between a few better performing countries and a large number of weak
performers. A small number of countries are perceived to be doing quite well, such as Botswana,
Lesotho, Senegal and Burkina Faso where fewer people have to pay bribes or where citizens are
more likely to feel that they can contribute to stopping corruption, while citizens in Sierra Leone,
Nigeria, Liberia and Ghana have a more negative outlook on the scale of corruption in their countries.
This finding contains both a positive message – that citizens in some countries perceive that it is
possible to curb corruption – and a negative one, as most countries have failed to stem the tide of
corruption.
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A third report (European Policy Brief) from Transparency International focuses on how to make
citizens engage in anti-corruption efforts and to unlock the role of citizens as potential reporters. The
policy paper summarizes findings and draws policy implications from different types of sources,
including data from the two aforementioned GCB surveys as well as from corruption helplines, focus
groups, case studies and in-country experiments. The report includes, among other things, a call for
anti-corruption activists to forge broader alliances and to link their issues more firmly to other stakeholders agendas, including business and community groups as well as broader social movements.
Activists and NGOs could also use positive campaigns to encourage reporting. Furthermore, the
report suggests that citizen support centers and complaints mechanisms would benefit from
strengthening their outreach efforts to women and other potentially marginalized client groups, as
well as developing targeted mobilization strategies for reaching clients of services in which reporting
rates are low, such as police, health and education. The report also calls for governments to
recognize their role in making societal accountability work and support the potential of citizens in
tackling corruption, including strengthening the continent-wide level of whistle blower protection.
This publication also contains three volumes of the Anticorruption reports: Controlling Corruption in
Europe, The Anticorruption Frontline and Government Favouritism in Europe. The first volume,
Controlling corruption in Europe, offers a methodology to evaluate corruption risks and the quality of
government at country, region, and sector level by means of corruption indicators that are sensitive
to change and policy intervention, with the aim to provide testable, easy to handle, policies which
reduce corruption risk. The report introduces new indicators of corruption, produced within the
program and classifies corruption risks per country based on the policy determinants of corruption.
The report also offers statistics on the policy consequences of corruption as well as the causes of
corruption. From the empirical investigation, six determinants of control of corruption are identified:
low administrative burden and reduced ‘red tape’, few trade barriers, transparency, auditing
standards, judicial independence and civic engagement. These six indicators are subsequently used
to create the Index of Public Integrity (IPI).
The second Anticorruption report, The Anticorruption Frontline, traces the developments in Ukraine
and Bulgaria - where people rebelled against corrupt leaders - and in Rwanda and Qatar, which have
made advancements in terms of anti-corruption and good governance. The volume also includes a
three–country study on procurement data which reveals how EU funds increase the risks of
corruption in Central Europe, as well as empirical evidence on why control of corruption sometimes
works, but most often does not.
The third volume, Government Favouritism in Europe, investigates public procurement processes and
the allocation of public contracts in a number of countries, including Romania, Bulgaria, Hungary,
Croatia and Turkey. It investigates how competitive the public procurement market is in EU Member
states, the particularism (or universalism) with which public contracts are awarded, what kinds of
connections that explain allocation, the importance of political connections and if EU funds becomes
an exception to or confirmation of national rules of the game. The data collection effort resulted in a
database on all public contracts in the field of infrastructure (both EU funded and national ones) of at
least one million euro for a time interval selected to cover at least two electoral cycles. The results
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show that private favourite firms with political connections exist in many of these countries, and
some state agencies seem entirely captured, with over 50 per cent of their budgets going to such
firms. The report also includes an overview of the main findings and implications of research on
organized crime and political corruption using statistics on spending, procurement contract data and
judicial data. The report provides recommendations on viable pathways to improve the level of
transparency and monitoring of public procurement in both old and new EU member states,
including tying EU funds to an online system for tracking expenses, from advertising to award,
management and final payment and monitoring the distributional outcomes rather than just
checking the procedures.
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Executive Summary

In this report, we revisit the issue of corruption in the European Union, a ‘ghost’ that has been
haunting modern democracies and undermining citizen’s well-being around the world. Over the
past decades, the EU has witnessed parallel processes of convergence and divergence. On the
one hand, peripheral regions have catching up with core regions. On the other hand, there are
rising disparities between better-off and worse-off regions, and there are indications these
socio-economic disparities among regions (sometimes within the same country) are due to
differences in the governance of public institutions.
In line with recent findings in comparative politics and economics, we argue that geography
matters for economic and social development. We provide evidence indicating that the quality
of government – defined as control of corruption, impartial treatment of citizens, prevalence of
the rule of law, and government effectiveness – plays an important role in supporting regional
development.
This report builds on, and adds further data to, a previous research (Sieps report 2011:5)
showing the existence of large variations of the quality of government across European regions.
Herein, we start by presenting the methodology and results of the second and largest survey at
sub-national level in Europe including 206 regions and 84,000 citizens produced at the Quality
of Government Institute at the University of Gothenburg in 2013. Together with governance
indicators provided by the World Bank Research Institute, the data enables us to build a more
extensive and robust European Quality of Government Index (EQI).
Subsequently, we present the theoretical arguments and the empirical evidence supporting the
hypothesis that the quality of government is a crucial factor for explaining asymmetric socioeconomic performance across EU regions. We also explore how good government is linked to
three central EU policy goals –i.e. to ensure smart, sustainable, and inclusive growth. An
important caveat is that we cannot rule out that the causal arrow goes in both directions: from
good governance to smart, sustainable, and inclusive growth, and vice versa. Quite the opposite,
it is likely there are feedback effects among these variables. Consequently, we disentangle
challenges with improving institutional and government quality and discuss how regions may
be caught in a self-reinforcing equilibrium of either vicious or virtuous circles of government
quality. We conclude by pointing out the policy implications emerging from this research. In
2

particular, the need for meritocratic reforms in those regions with lower levels of quality of
government. Meritocratic reforms are relatively costless in economic terms, and highly
effective in curbing corruption and improving governance. Yet meritocratic reforms are costly
politically for political incumbents for their power largely rests on the existence of pervasive
patronage networks. To the very least, the European actors interested in good government
should put these reforms on the public agenda, to make public these contradictions of good
government.
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1. Introduction: The importance of quality of government
The geography of government matters
Regional convergence has long been, and still it is, a policy priority in the EU. Since the
territorial enlargement in the 1980s with the accession of Greece, Spain and Portugal, cohesion
has been made a key strategy for supporting regional development (European Union 2014a).
Today, the Regional Policy – also referred to as Cohesion Policy – is the EU’s main investment
policy, seeking to foster economic, social and territorial cohesion and to reduce disparities
between regions (European Union 2014a; 2014b; 2010).
Even so, there are also pieces of evidence pointing out that regional divergence has actually
increased over time, at least in terms of economic growth, productivity and employment
(Farole, Rodríguez-Pose and Storper 2011:1090). To a certain extent, growing differences
between countries and between regions within countries are due to the asymmetric impact of
the financial crisis (Berkowitz, Von Breska, Pienkowski and Rubianes 2015). Yet researchers
note that the different regional performances are also the result of the formal and informal
institutions prevailing in a region either now (Farole, Rodríguez-Pose and Storper 2011) or
historically (Tabellini 2005). In particular, as we will see in this report, a crucial factor for
explaining this asymmetric socio-economic performance of the EU regions is their remarkable
differences in quality of government.
Nicholas Charron, Victor Lapuente and Bo Rothstein wrote the SIEPS report 2011:5
(Corruption in Europe: An analysis of the quality of government at the national and regional
level within the EU member states), where we showed the existence of a large variation in the
quality of government – understood as control of corruption, the rule of law, government
effectiveness and the degree to which citizens are treated fairly and impartially by government
agencies – across 172 European regions. Data came from a 2010 survey of about 34,000
individuals, asked about both their perceptions as well as personal experiences in public service
areas such as health care, education, and law enforcement.
The main result was that the survey allowed us to create the European Quality of Government
Index (EQI), where we ranked the EU regions from the top performers to the bottom regions in
quality of government. The top performing regions were Midtjylland (DK), North Netherlands
(NL), Sjælland (DK), Syddanmark (DK), and South Sweden (SE). Conversely, the lowest
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performing regions were Vest (RO), Calabria (IT), Campania (IT), Severozapaden (BU), and
Bucureşti-Ilfov (RO).
An interesting finding was that within some countries, such as Italy, Romania, Belgium or
Spain, the differences between regions were remarkable. In other words, regarding the quality
of institutions, it does not seem to matter so much in which European country you live, but in
which region. For instance, a citizen of the Basque Country in Spain, or Alentejo in Portugal,
perceived a level of quality of government similar to that of a French citizen living in Limousin
or Auvergne, a British citizen from Yorkshire, or an Italian from Valle d’Aosta. While a citizen
living in Spain´s capital region Madrid experiences a quality of government below the average
of Western Europe and equivalent to that of high-performing new EU members, such as Estonia
or Slovenia. And, at the same time, a citizen from Catalonia (ES) – or, for that matter, Brussels
(BE) or Liguria (IT) – evaluates her institutions similar to a citizen from an average Czech
Republic region.
We replicated this survey in 2013, but covering both more regions (206) and more individuals
(85,000). The 2013 survey has allowed us to build a more robust EQI with which we can more
properly map the quality of government across Europe. As we will see, the new EQI provides
further evidence on the remarkable regional and country differences in the quality of public
institutions across Europe.
In this report, we will present the main descriptive information on this survey: which are the
regions with highest level of quality of government, which countries present the largest
differences within their own borders? We will discuss the consequences of having higher or
lower levels of quality of government, exploring the high correlations between EQI and a large
set of social outcomes, ranging from economic inequality and gender inequality, to
unemployment and educational levels, infant mortality and social trust. And, at the same time,
we will explore alternative factors that could explain the regional differences in EQI – with a
special focus on the organization of the public sector, and particularly the dominance of a merit
system (or, its opposite, a politicized administration). We will see both reasons to be pessimistic
– because low-performing regions may be trapped in a bad spiral or a “vicious” cycle of low
expectations and low quality of government – as well as to be optimistic – because relatively
meritocratic reforms could foster the quality of institutions within a region.
These meritocratic reforms are, on paper, relatively costless form an economic point of view
and easy to implement. Yet in practice these reforms are costly on political terms. Elected
5

officials who own their own political career to the distribution of patronage jobs to political
supporters or entrenched interest groups will be reluctant to undertake administrative reforms
that tie their hands in the management of the public workforce.
A central argument of this report is that the geography of government matters. We are then in
line with latest findings in both comparative politics and economics. In recent years, numerous
studies have shown that geography plays a crucial role for economic and social development
(Farole, Rodríguez-Pose and Storper 2011; Pike, Rodríguez-Pose and Tomaney 2007;
Rodríguez-Pose and Garcilazo 2015). Developmental processes are shaped by a variety of
factors and forces – economic, political, environmental, cultural – that are not evenly distributed
across space (Farole, Rodríguez-Pose and Storper 2011; Pike, Rodríguez-Pose and Tomaney
2007). Scholars have detected “conspicuous gaps” in income, density of population and
economic activity across and within national economies (Farole, Rodríguez-Pose and Storper
2011:1090).
On the one hand, the winners and losers from particular varieties of development are
“geographically differentiated” (Pike, Rodríguez-Pose and Tomaney 2007:1261). On the other,
they change over time (ibid.). Take Belgium. Wallonia was one of the earliest regions in Europe
to industrialize thanks to dynamic economy and its coal reserves. In contrast, Flanders was
lagging behind, with a mostly agrarian economy. Yet, after World War II, Flanders experienced
a period of strong industrial modernization while Wallonia suffered the decline of its coal and
steel industry. Consequently, these two regions changed their roles by the mid-1960s, when the
income per capita in Flanders surpassed that of Wallonia (Euwema and Verberke 2009). The
unemployment rate in Wallonia is currently more than twice that of Flanders (Charron, Dijkstra
and Lapuente 2015).
In general, the EU has, on the one hand, witnessed a process of peripheral regions catching up
with core regions; on the other, some differences between well-off and worse-off regions within
the same country have risen (Farole, Rodríguez-Pose and Storper 2011:1090). We thus see both
convergence as well as divergence in the EU.

The concept of quality of government
In particular, the concept of quality of government (QoG) has recently emerged as “a key
factor” for understanding gaps in regional development (Charron and Lapuente 2013:567, see
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also Holmberg, Rothstein and Nasiritousi 2009). The core idea of quality of government has
been theorized to be that of impartiality in the exercise of power (Rothstein and Teorell 2008).
That is, the idea that a government ought to treat equally its citizens. Similarly, one could argue
that high quality of government refers to those which provide “ethical universalism” (MungiuPippidi 2013) or that guarantee an “open access order” (North, Weingast and Wallis 2009)
within a society.
To measure ‘‘quality of government’’ scholars employ outcome indicators of government
activity – in contrast to the production of formal legislation – related to the quality of
government intervention – in contrast to the “quantity” of government activity (e.g. public
expenditure as a percentage of the GDP). Thus the quality of government is understood as the
capacity of governments to deliver quality policies – and not so much quantity of legislation or
public expenditure. Quality policies are those characterized by the absence of corruption,
uphold an impartial treatment of citizens, and are provided through effective administrative
machineries (Charron and Lapuente 2013). Corruption – or, to be more precise, its absence – is
a fundamental pillar of quality of government. Again, corruption is obviously a very broad
concept. Anything we do not like we can all it corrupt. Consequently, in order to scientifically
work with it, we need to narrow our definition of corruption. We do so by following both
international organizations and academics who define it as “the abuse of an entrusted power for
private gain” (Rose-Ackerman and Palifka 2016:9).
The proxies for quality of government used in the literature include the following: low levels
of corruption in the public sector, prevalence of the rule of law, government effectiveness, or
protection of property rights (Charron and Lapuente 2013). Interestingly, these cross- indicators
tend to be highly correlated. Irrespective of the type of data – e.g. subjective perceptions or
objective measurements; surveys to citizens or to experts – and the methodology employed to
collect them, the same territories tend to be at the top, or at the bottom, of the rankings. Low
corrupt countries – e.g. Denmark or New Zealand on a global scale – tend to be also the ones
with most effective governments and where protection rights and the rule of law are better
protected. That is, these different indicators of government performance do seem to be
capturing a latent variable that pervades the governmental activities within a territory.
Consequently, as some authors have argued, ‘‘it makes sense to talk about the quality of
government as a general feature of countries’’ (Tabellini 2008:263). In other words, we can say
that some territories (countries, but also regions or municipalities) have systematically higher
quality of government than others.
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Not only that, but these indicators of quality of government that highly correlate to each other
do seem to matter. Low-corrupt, effective governments that respect the rule of law – i.e.
government with high QoG – deliver essential public goods and facilitate processes that are
conducive to economic growth and social development (Charron and Lapuente 2013; Pike,
Rodríguez-Pose and Tomaney 2007; Rodríguez-Pose and Garcilazo, 2015). There is a growing
consensus within both policy and academic circles that the quality of institutions and
governments makes “an important difference for economic development” (Rodríguez-Pose and
Garcilazo 2015:1275).
Conversely, researchers in development economics, comparative politics, and public
administration have found robust evidence that low-QoG governments – e.g. those with
dysfunctional and corrupt public organizations – suffer a wide range of economic and social
problems (Kaufmann et al. 2010; Rothstein and Teorell 2008; Holmberg et al. 2009). Low-QoG
countries endure lower levels of economic development (Mauro 2004), higher income
inequality (Gupta et al. 2002), and worse environmental outcomes (Welsch 2004). Additionally,
its citizens have poorer health (Holmberg and Rothstein 2012), and lower levels of happiness
(Veenhoven 2010) and subjective well-being (Samanni and Holmberg 2010; Helliwell and
Huang 2008). There is ample evidence that government institutions “shape the incentives and
disincentives driving economic interactions” (Rodríguez-Pose and Garcilazo 2015:1276) and
are “the strongest determinant of regional variations in trust within countries” (Charron and
Rothstein 2014:2). All in all, societies with impartial, effective and accountable institutions tend
to have higher levels of social capital with citizens exhibiting greater degrees of social trust,
well-being and individual happiness than countries that do not (Holmberg and Rothstein 2014).

The European puzzle
Differences in quality of government may be behind some of the stark socio-economic
differences we find across regions within the same EU countries. In Italy, the per capita income
of Bolzano is about two and a half times greater than that of Campania (Charron, Dijkstra, and
Lapuente 2015). And, in Romania, the Bucureşti-Ilfov region has a per capita income over three
and a half times that of Nord-Est. Or take the asymmetric effects within the same national
borders of the financial crisis. For instance, the unemployment rate in five Spanish regions (e.g.
Andalucia or Extremadura) jumped above 33 percent in 2013, while in other regions (e.g.
Basque Country, Navarra and La Rioja) it stayed below 20 percent. In Slovakia, the poorest
8

region, Vychodne Slovensko, has suffered an unemployment rate almost four times that of the
Bratislava region. That is, citizens across territories within the same country may experience
differences in quality of life higher than differences between citizens across countries.
These differences across territories enjoying similar democratic institutions have challenged
some conventional wisdom. For long, policy-makers and academics alike have equated quality
of government to democracy. Yet, even if democracy at all levels of government may be an
essential component of QoG, nowadays it seems insufficient as to provide QoG (Charron,
Lapuente and Rothstein 2011). Scholars have reached the conclusion that democracy alone
cannot explain the notable that gaps in levels of QoG and in levels of economic and social
development between regions cannot solely be explained by an alleged lack of democracy.
Likewise, policy-makers have shifted the focus from democratic institutions to take into
account other institutional factors. For instance, the EU has increasingly adopted the view that
institutional quality and government quality matter for regional development. In the Fifth
Cohesion Report it is stated that “poor institutions can, in particular, hinder the effectiveness of
regional development strategies” (European Union 2010:65 in Rodríguez-Pose and Garcilazo
2015:1275). This view is even more pronounced in the Sixth Cohesion Report – paving way
for the policy period 2014-20 – where the EU has explicitly shifted focus to that of “good
governance” as a means for promoting stronger economic, social and territorial cohesion across
regions:
A lower standard of governance can affect the impact of Cohesion Policy both
directly and indirectly. In the first place, it can reduce expenditure if
programmes fail to invest all the funding available. Secondly, it can lead to a
less coherent or appropriate strategy for a country or region. Thirdly, it may
lead to lower quality projects being selected for funding or to the best projects
not applying for support at all. Fourthly, it may result in a lower leverage
effect because the private sector is less willing to co-finance investment.
(European Union 2014b:172) 1
In total, almost a third of the EU’s entire budget – € 351.8 billion – is allocated to the Cohesion
Policy. Targeting all regions and cities in the Union, the policy period for 2014-20 is explicitly
geared towards promoting “smart, sustainable and inclusive growth” (European Union
2014b:xvii). These are precisely the three main subjects of analysis in this report: how can
1

See also The Sixth Cohesion Report (2014b: 161-178) for more specific details on the importance of QoG.
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smart, sustainable and inclusive growth be promoted by public action? As we will show, there
are many indications that smart, sustainable and inclusive growth critically depend on the
quality of government of the European regions.
The remaining of the report is structured as follows. Section 2 draws a map of the quality of
government in Europe. We explain how the regional indicator of quality of government (EQI)
is built, and how regions have moved from the first picture, taken in 2010, to the latest one in
2013. Section 3 presents the relevance that the quality of government – i.e. the EQI – has for
understanding regional differences in several dimensions: competitiveness, business
investment, and innovation (i.e. in “smart” growth); environmental performance and public
health management (i.e. “sustainable” growth); and social equality and social trust (i.e.
“inclusive” growth). After discussing the effects of having high or low levels of quality of
government, one poignant question is addressed: Why, despite all the evidence pointing out the
importance of good institutions, it has turned out to be so difficult to improve institutions?
Section 5 concludes with a note of optimism, and some notes for caution: certain reforms – in
particular, meritocratic reforms in the civil service – do seem to make a difference, and they
may be implemented under certain circumstances. All in all, we hope this report contributes to
the general debate on how can we change public institutions for the better in Europe.

2. Mapping the quality of government in Europe
According to available data on quality of government (QoG) across countries, Europe as a
region has the highest level of collective QoG in the world. There is however considerable
variation, even within the European Union. Figure 1 shows a distribution of the Word Bank’s
‘Government Effectiveness’ measure for the EU-28 countries. The data is standardized so the
world average is ‘0’, and countries fall in a range between roughly 2.5 (the top performers) and
-2.5 (to bottom performers). On the one hand, Europe has some of the top performers in the
world according to the World Bank’s Worldwide Governance Indicators (WGI), such as
Sweden, Denmark, and the Netherlands. On the other hand, countries such as Italy and Greece
rank near the world average, equivalent to countries such as Botswana, Costa Rica and Bhutan,
while Bulgaria and Romania rank below world average on most governance measures, at the
level of Bolivia or Philippines. Thus, the continent offers rich variation for researchers to
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explore and test theoretical mechanisms of what leads to higher (or lower) quality of
government.

Figure 1. EU-28 member states and the WGI’s ‘Government Effectiveness’ measure, 2012
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This country-level variation is indeed interesting and can explain much of the variation in
Europe with respect to socio-economic development, such as GDP per capita, income inequality
and levels of unemployment. However, to the extent that we believe that institutional quality is
related with such features of socio-economic development, Figure 2 shows that spatial variation
below the country level cannot be ignored. For example, if we look at a standard measure of
economic development from 2012, Euros per capita (PPP, from Eurostat) we observe large
spatial variation that is at times wider than country level ones. Aside from Luxembourg (an
extreme outlier in terms of wealth), Austria was Europe’s wealthiest country per capita (PPP)
in 2012, while Bulgaria was poorest, with a difference of 21,100 Euros per capita. However,
the absolute difference between Bolzano and Campania – Italy’s wealthiest and poorest region
per capita respectively – was slightly larger (21,200 per head). Moreover, even in a highly
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politically centralized country such as Romania, the gap between the wealthiest region
(Bucureşti-Ilfov) and poorest (Nord-Est) is more than four-fold.

Figure 2. Comparison of PPP between high and low QoG regions and high and low QoG member
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Source: Eurostat (2012).

We observe the same type of within-country differences in many EU countries on many other
important measures of well-being, such as unemployment rates, social trust or income
inequality. To the extent we believe that quality institutions lead to higher levels of social wellbeing, then we of course need measures of institutional quality below the national level. In
2010, the European Quality of Government Index (EQI) was created for this purpose (see
Charron, Dijkstra and Lapuente 2014). In subsequent sections, we discuss this measure in more
detail.
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Constructing the European Quality of Government Index (EQI)
In order to build an indicator of quality of government for European regions, we began by taking
the country average from the World Bank’s WGI data for four indicators: ‘control of
corruption’, ‘government effectiveness’, ‘rule of law’ and ‘voice and accountability’ and
combine the four into one composite index (equal weighting) 2. The data was taken for the most
recent year of publication (2011). Then, the combined WGI data was standardized for the EU
sample. This figure was used as country’s mean score in the EQI for all countries in the sample
so as to combine those countries outside the survey with those in it as well as to ‘anchor’ the
regional QoG estimates in a national context that was not captured by the regionally-based
survey questions 3.
Table 1 shows the results of the latest national level WGI scores by country and indicator. The
countries are in rank order and grouped together based on the result of a cluster analysis 4 of that
grouped together countries that were most similar on the four individual WGI indicators. The
scores are then added together (equal weighting) and then standardized within the sample of 30
European countries. As a point of reference, we also provide the rank-change from the 2010
EQI (which used the latest published WGI data at that time from 2008).
We see five cluster groups in the data. The most difficult state to place was Croatia, as it could
also belong to group 4, yet in the end was placed in group 5. We observe that the rank order of
countries has not changed for most of the states in the sample, and most changes are only 1-2
places. Notable exceptions are Greece and Ireland, which fell four and three places respectively
since the EQI 2010, and Belgium and Poland, which climbed three places each in the rankings.
We then take the standardized sample mean for 2011 WGI data and set each country’s national average
as such.

Subsequently, we moved to explore the regional data. We administered a survey in spring 2013
to over 85,000 respondents encompassing 206 regions in 24 European countries, consisting of
all medium and large EU countries plus Turkey and Serbia. We created a random sample of
between 400 and 450 individuals per NUTS (Nomenclature of Units for Territorial Statistics) 1
or 2 region. We asked the respondents the extent to which they perceived and experienced
2

In addition, we underwent extensive sensitivity testing of each of these 4 pillars of QoG from the World Bank and found the
data to be highly robust. For a closer look at the sensitivity tests and results for the EU sample of countries, see Charron (2010).
3 Charron (2013) provides more information on this point.
4 More specifically including the methods of Ward’s linkage and squared Euclidean distancing.
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corruption, quality, and impartiality in education, health care services, and law enforcement,
among other public-sector functions. We combined 16 survey questions about QoG in the
region. In building the regional index, we aggregated the 16 questions/indicators to three pillars
based on factor analysis labeled ‘quality’, ‘impartiality’ and ‘corruption’, then we averaged
these three pillars together to form the final index figure for each region. After each stage of
aggregation, the data are standardized. For the seven EU-28 countries outside of the regional
survey, there is nothing to add to the WGI country score, thus the WGI data is used as the QoG
estimate alone, as regional variation is unobserved. With respect to countries with the regional
data, we set the national average as the WGI and explain the within‐country variance using the
regional‐level data.

Table 1. Quality of government in Europe: National scores in rank order and five cluster groups
Overall
rank
1

Country

VA

GE

RL

CC

Combined
QoG

ST.QoG

Previous
rank (08)

Δ rank

DENMARK

1.61

2.17

1.92

2.42

2.03

1.61

1

0

2

FINLAND

1.54

2.25

1.96

2.19

1.98

1.53

2

0

3

SWEDEN

1.59

1.96

1.95

2.22

1.93

1.45

3

0

4

NETHERLANDS

1.52

1.79

1.82

2.17

1.83

1.28

4

0

5

LUXEMBOURG

1.57

1.73

1.81

2.17

1.82

1.28

6

1

6

AUSTRIA

1.41

1.66

1.81

1.44

1.58

0.89

5

-1

7

GERMANY

1.31

1.53

1.62

1.69

1.54

0.82

8

1

8

BELGIUM

1.4

1.67

1.45

1.58

1.52

0.8

11

3

9

UNITED KINGDOM

1.27

1.55

1.67

1.54

1.51

0.78

9

0

10

IRELAND

1.32

1.42

1.77

1.5

1.5

0.77

7

-3

11

FRANCE

1.2

1.36

1.5

1.51

1.39

0.59

10

-1

12

CYPRUS

1.08

1.53

1.06

0.96

1.16

0.22

13

1

13

MALTA

1.12

1.16

1.35

0.91

1.14

0.18

12

-1

14

SPAIN

1.1

1.02

1.2

1.06

1.1

0.12

15

1

15

ESTONIA

1.09

1.2

1.18

0.91

1.1

0.12

14

-1

16

PORTUGAL

1.12

0.97

1.01

1.09

1.05

0.05

16

0

17

SLOVENIA

1.03

0.99

1.07

0.93

1

-0.03

17

0

18

CZECH REPUBLIC

0.98

1.02

1.01

0.32

0.83

-0.3

18

0

19

POLAND

1.04

0.68

0.73

0.51

0.74

-0.45

22

3

20

SLOVAKIA

0.95

0.86

0.65

0.29

0.69

-0.53

20

0

21

HUNGARY

0.85

0.71

0.77

0.34

0.67

-0.56

19

-2

22

LITHUANIA

0.84

0.68

0.77

0.29

0.64

-0.6

24

2

23

LATVIA

0.74

0.68

0.8

0.21

0.61

-0.66

23

0

24

ITALY

0.94

0.45

0.41

-0.01

0.45

-0.91

25

1

25

GREECE

0.82

0.48

0.57

-0.15

0.43

-0.94

21

-4

26

CROATIA

0.42

0.55

0.18

0.02

0.29

-1.15

26

0

27

TURKEY

-0.17

0.41

0.08

0.1

0.1

-1.46

27

0

14

28

BULGARIA

0.47

0.01

29

ROMANIA

0.41

30

SERBIA

0.29

-0.09

-0.17

0.05

-1.54

29

1

-0.22

0.04

-0.2

0.01

-1.61

28

-1

-0.15

-0.33

-0.2

-0.1

-1.78

30

0

Note: VA, GE, RL and CCstand for Voice and Accountability, Government Effectiveness, Rule of Law and Control of
Corruption respectively. The five shaded colors represent the results of a cluster analysis, with lighter shades equating to higher
QoG.

The ‘roadmap’ so to speak of the aggregation process can be seen in figure 3 below.

Figure 3. Methodological ‘roadmap’ to the European Quality of Government Index
Individual Level Data

Regional Level Data

QoG Survey Question

QoG Indicator

QoG Survey Question

QoG Indicator

QoG Survey Question

QoG Indicator

QoG Pillar

QoG Regional Index
QoG Survey Question

QoG Indicator

QoG Survey Question

QoG Indicator

QoG Survey Question

QoG Indicator

QoG Pillar

To begin, we aggregate the individual scores (‘survey question’) to the corresponding regional
level, so that each of the 16 questions in the index is now a regional ‘indicator’. Factor analysis
then groups the 16 indictors into more similar groupings, of which we find three. After
normalizing each of the 16 indicators (through standardization) so that they share a common
range, the 16 indicators are aggregated into the three groupings ‘pillars’. The pillars are then
aggregated into the regional index. 5 After each step of aggregation, the data is standardized.
Next, we aggregate the regional QoG score for each of the countries included in the 2013
regional survey, weighting each region’s score by their share of the national population. This
5

Nardo et al. (2008) point out that when combining multiple indicators into a single index, the underlying data should be
significantly correlated. We find that 98.5% of the pairwise correlations among the variables are significant and in the expected
direction at the 99% level of confidence.
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figure is thus used to explain regional variation only within each country included (not absolute
levels of QoG). We then subtract this mean score from each region’s individual QoG score from
the regional study, which shows if the region is above or below its national average and by how
much. This figure is then added to the national level, WGI data, so each region has an adjusted
score, centered on the WGI. It is worth mentioning that none of the regional variation from the
regional index is lost during this merging process. The formula employed is the following:
𝐸𝐸𝐸𝐸𝐸𝐸𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑖𝑖𝑖𝑖 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 = 𝑊𝑊𝑊𝑊𝑊𝑊𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 + �𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑖𝑖𝑖𝑖 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 − 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 �

where ‘EQI’ is the final score from each region or country in the EQI, ‘WGI’ is the World
Bank’s national average for each country, ‘Rqog’ is each region’s score from the regional
survey and ‘CRqog’ is the country average (weighted by regional population) of all regions
within the country from the regional survey. The EQI is standardized so that the mean is ‘0’
with a standard deviation of ‘1’. As in the results for 2010, we find that in several cases, the
data show significant and wide variations in QoG within countries (Italy, Belgium, Turkey,
Spain for example), while others show little to no variation in regional QoG (Denmark, Sweden,
Netherlands, Slovakia).
Figures 4 and 5 show the results of the first and second rounds of the EQI below.

Figure 4. European Quality of Government Index by region, 2010
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Figure 5. European Quality of Government Index by region, 2013
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As we were interested in the three underlying concepts to QoG – quality of services,
impartiality, and corruption – we see that the respondents in the Finnish and Dutch regions rank
their services of highest quality on average, along with several regions in Northern Italy and
Flanders in Belgium. Several regions in Bulgaria and Turkey are rated worst quality in terms
of education, while Greek, and Bulgarian, along with a few regions in Southern Italy and Poland
rate their health care of lowest quality. With respect to impartiality of services, we find that in
education and health care, several regions in Turkey, along with Finland, Northern Italy and
Netherlands, rate their services as the most impartial on the first set of questions. Several
Danish and Swedish regions, along with Rhineland-Palatinate in Germany rate their law
enforcement most impartial, while respondents from regions in Bulgaria, Serbia and Croatia
believe their services strongly favor certain individuals.
As regards to corruption, we find that respondents in the Danish, Finish and Irish, along with
Northern Italy and Dutch, find that their services to be least corrupt, while Serbian, Greek,
Romanian and Southern Italy respondents tended to perceive their services as most corrupt. In
general, Europeans perceive their services to be fairly ‘clean’, in that the averages responses
are under ‘5’ on a scale of 0-10, with 10 being ‘clean from corruption’. However, there are
notable differences across the three sectors - education services are perceived to be the least
corrupt, while health care and law enforcementare perceived as more so. In addition to
perceived corruption, we also ask citizens about their personal experiences with corruption in
education, health sector and law enforcement. We find wide spatial variation across Europe,
with many regions, such as Scandinavian countries, Germany, Ireland, Austria and Spain
having very little if any reported petty corruption. However, we observe high rates of petty
corruption in Romania, Hungary, Greece, Bulgaria and parts of Southern Italy. Figure 6 shows
the variation of self-reported experience with petty corruption for the 2013 EQI data.
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Figure 6. Self-reported experiences of bribery by region, 2013

As to be expected with a slow moving variable such as ‘institutional quality’, the two rounds
of the EQI show fairly consistent results across the two years. Figure 7 shows a scatterplot of
the two years of the EQI data. We find that the correlation between the two years in 0.94, quite
high. Most regions remain within their respective margins of error, thus a ‘significant’ change
is not found in most places despite some change in rank order. However a handful of regions
appeared to make significant down or upward moves from 2010 to 2013. Athens (GR), Galicia
(ES), Piemonte (IT), and Thuringia (DE) saw a significant drop from the 2010 to 2013 round,
while London region (UK) and Kujawsko-Pomorskie (PL) saw statistically significant
increases in QoG according to the data. Although several reasons could explain this, it is
beyond the scope of this section to explain the moves of these individual regions, yet this would
certainly be fruitful for case study research in the future.
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Figure 7. Comparison of EQI scores for survey 2010 and survey 2013
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Finally, in figure 8, we look at the within-country variation across the countries in the sample
for the 2013 data. The dots represent the regional estimates, while the triangles are the national
level estimates. Small countries with only one NUTS 2 regions, like Malta or Luxembourg have
only country level estimates. Surprisingly, we do not see that federalism or decentralization is
necessarily associated with a larger regional variation within countries, as Austria and Germany
have closely clustered regions, while highly centralized countries like Bulgaria, Romania and
Portugal have variation that spans well over a standard deviation in the data. What seems to be
apparent however is that as QoG increases at the country level, regions become more
homogenous with respect to QoG, while as the level of QoG in a country declines, the likelihood
of regional level variance increases.
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Figure 8. Within-member state variation of EQI, 2013
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Yet even in EU-15 countries, there are a few countries with noteworthy regional variation where
a few standout regions have shown up in both years of the data. For example, the region of
Flanders in Belgium has been significantly stronger than the other two Belgian regions in both
years, while the Basque Country in Spain stands out as a strong performer both in Spain and
across Europe.

The Bolzano region of Italy is also a stand out region in both years.

Interestingly, all of these regions are highly autonomous, have stable and long-serving
government parties, have a distinct language from other regions in their country and have
unique public sectors that reflect the dimensions and needs of the local population. More can
be found about some of these interesting within country cases in Charron, Lapuente and
Rothstein (2013).

3. Economic and social consequences of good government
Good government leads to, and not only is the result of, a good society. A large number of
empirical studies have shown the consequences of having good government – e.g. low levels
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of corruption – for the well-being of a society. The starting point for such conclusion in many
studies was the creation, during the latest decades of the 20th century and very particularly from
the 1990s onwards, of perception-based indicators comparing countries in different aspects of
quality of government. They allowed us to see the strong association of the position a country
had in the Transparency International’s Corruption Perception Index or in some of the World
Bank’s Worldwide Governance Indicators with the position the same country had in any
indicator of socio-economic development. The more corrupt your country is, the more your
society seemed to suffer in a large variety of socio-economic dimensions, ranging from slow
growth to poor health conditions.
Those findings were obviously indicative, but one could not extract from them robust scientific
generalizations. By simply comparing countries, first, we have low certainty that the quality of
government is a cause or, on the contrary, a mere consequence of the level of socioeconomic
development of a country. Second, potentially notable within-country differences may be
blurred. Nevertheless, in recent years more sophisticated microanalyses have confirmed the
cross-country findings with more fine-tuned regional or even local data. In other words, with
all the caution one must have in social sciences, it seems that the quality of government in a
particular geographical area has an effect on a numerous set of variables. Focusing on the most
known indicator of quality of government – i.e. (absence of) corruption – Rose-Ackerman and
Palifka (2016:28) note that the scholarship has found significant effects of corruption on the
following: low economic growth, low investment, inflation, monetary devaluation, tax evasion,
high inequality, low trust, poor education, low-quality infrastructure, high crime rates,
trafficking, greater environmental harms and increased health and safety risks.
Clearly, the relationship between QoG and its many correlates is complex and determining a
causal direction in order to establish the factors behind high or low levels of government quality
is challenging. In many cases the arrow may go both ways. Low quality of government
encourages drug, weapons and human traffickers; and, in turn, these criminal activities also
undermine the quality of government. Quality of government is both an outcome of long-lasting
historical factors as well as a driving force in history.
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Figure 9. Regional historical constraints on the executive and EQI (2010).
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Source: Charron and Lapuente (2013). Number of observations is 73 from Italy, Spain, Netherlands, Germany (West), U.K.,
Belgium and Portugal. Data on executive constraints from Tabellini (2010).

On the one hand, a set of historical, institutional and socio-economic variables may produce a
climate conducive to good government. For instance, it has been noted that the European
regions that exhibit higher levels of quality of government nowadays were regions that, in the
17th-19th centuries, had a relatively larger number on constraints on the executive (Tabellini
2010; Charron and Lapuente 2013). In other words, they were more proto-democratic than the
regions that nowadays show worse records of quality of government. As we can see in figure
9, there seems to be a relationship between the political history of European regions and the
current performance of their governments. Those regions, like Scotland (UK) or Noord-Holland
(North Netherlands) (NL), where historically the executives have been constrained (e.g. by
judiciary and parliamentary powers) do seem more likely to have a high level of quality of
government nowadays. And the lowest performing regions – Sicily, Calabria and Campania
(IT) – were regions where their rulers historically faced very few constraints. They were used
to use, and probably abuse, their powers. This historical legacy of governmental abuse may
have simply been inherited from generation to generation.
Yet the relationship is far from being very strong. There are notable exceptions. Take Saarland
(DE), a region where, historically, rulers accumulated powers similar to those of the Sicilian
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counterparts. And, nevertheless, nowadays Saarland is one of the regions with highest quality
of government in this sample. Conversely, Liguria (IT) enjoyed a system of strong constraints
on the executive, and it does not seem to have paid-off centuries later. In other words, history
does seem to influence current levels of quality of government, but it is far from determining
them.
At the same time, as the reviews of studies show (Holmberg, Rothstein and Nasiritousi 2009,
Rose-Ackerman and Palifka 2016), there are reasons to consider that socio-economic variables
are contingent upon the existence of government quality. And, in that sense, the conventional
view among policy-makers and experts has changed quite notably during the latest decades.
For long, many considered that corruption was either a by-product of economic modernization
or even instrumental to it, since, as the famous expression indicated, corruption was “greasing
the wheels”. Corruption was seen as an incentive for motivating otherwise incompetent or lazy
public officials to act in favor or business. Similarly, in medium-to-high corrupt countries there
are varieties of the Brazilian expression “Rouba mas faz” (s/he steals but gets it done) used to
praise politicians for their ability to deliver particularly valuable goods to their constituencies,
such as jobs or public infrastructure. Yet, from “greasing the wheels”, the conventional view
has shifted to that of the corruption as “sanding the wheels” (Rose-Ackerman and Palifka 2016).
The potentially negative effects of corruption had been pointed out many years ago by voices
(e.g. Bayley 1966) who had observed the negative impact systematic corruption was having on
developing countries; but mainstream social scientists continued overlooking corruption for
decades. It was not until the turn of the century when the discovery of the problems posed by
bad governance in democratic countries that scholars started to shift their attention to the
workings of government: to the quality of its “outputs” (e.g. level of effectiveness, corruption,
impartiality in the treatment of its citizens) and not only on the quality of its “inputs” (e.g. free
and fair elections). One can have a political system with good democratic inputs, where
governments are accountable to their voters; and yet deficient outputs, in terms of low quality
of government. As a matter of fact, many democratic countries suffer from bad government and
endemic corruption. As Diamond (2007:119) noted, nowadays democracy worldwide is
haunted by the ghost of bad governance.
And that ghost is undermining citizens’ well-being. In particular, scholars note that quality of
government – measured by absence of corruption – has a very strong effect on what United
Nations refer to as human development – i.e. the combination of gross national income per
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capita, education and health levels of a population (Johnston 2005). A bad government
discourages legitimate business and encourages rent-seeking, pushes individuals in the informal
sector, and lowers the tax base as a result. It can be seen in the strong negative association found
between corruption and levels of investment a share of the GDP (Mauro 1995). Not only is
money more scarce in highly corrupt societies, but also death and disease are more prevalent.
Out of all earthquake-related deaths in the latest decades, an outstanding 83% took place in
extremely highly corrupt countries (Ambraseys and Bilham 2011). Deaths in poorly constructed
roads and by lack of access to potable water have also been linked to high levels of corruption
(Rose-Ackerman and Palifka 2016).
In this section we will illustrate the consequences of quality of government for regional
development across Europe. We will see how quality of government – measured by the
European Quality of Government Index (EQI) we built – benefits three essential goals of
development, the three goals stated in the Cohesion Policy for the period 2014-2020, namely to
ensure smart, sustainable and inclusive growth.

Smart growth: competitiveness, entrepreneurship, and unemployment
What makes a European region competitive? Over the past decades, a large share of the
Cohesion Policy funding has been allocated to enhance the overall economic performance of
regions in terms of public expenditure, business investment and innovation (European Union
2014b; 2015). In order to measure it, the European Commission has developed the EU Regional
Competitiveness Index (RCI) with the aim of capturing the territorial competitiveness at the
regional level (Annoni and Dijkstra 2013). It collects 73 indicators, covering a wide range of
issues related to competitiveness, such as infrastructure (physical and digital) or measures of
health and human capital. The RCI also includes the quality of institutions, and, thus this can
partly explain the high correlation between the RCI and EQI discussed in this report. And, yet,
it is interesting to see how the most competitive regions from an economic point of view exhibit
also high levels of quality of government. The most competitive regions are, in this order,
Utrecht, the regions of London, regions including Oxford, Stockholm, Surrey, East and West
Sussex, the regions around Amsterdam, Frankfurt, Paris, and Copenhagen; and the Dutch region
of Zuid-Holland (South Netherlands). As table 2 shows, these regions – seven of which are
either capital regions or regions including large cities – do exhibit a high level of quality of
government.
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Table 2. Regional Competitiveness Index: Top 10 regions

1
2

3

4
5
6

7
8
9
10

Region

NUTS 2 code

RCI 2013

EQI 2013

Utrecht
Region of London:
Inner London
Outer London
Bedfordshire and
Hertfordshire
Essex
Berkshire,
Buckinghamshire and
Oxfordshire
Stockholm
Surrey, East and West
Sussex
Region of Amsterdam:
Flovoland
Noord-Holland
Darmstadt
Ile de France
Hovedstaden
Zuid-Holland

NL31

100

1.426

UKI*
UKI*

94
94

1.003
1.003*

UKH2

94

0.907*

UKH3

94

0.907*

UKH3

94

0.907*

SE11

93

1.536*

UKJ2

91

1.062*

NL23
NL32
DE71
FR10*
DK01
NL33

90
90
89
89
89
88

1.277
1.196
0.840*
0.552
1.631
1.368

*only available at NUTS 1 level

In general, and similar to the indicator of quality of government (EQI), the RCI shows a great
variability within several EU countries – in particular in France, the United Kingdom, Slovakia,
Romania, Spain, Sweden and Greece. A great deal of this within-country variation is due to the
capital effect. With the exception of Germany and Italy, whose most competitive region is not
the capital, in the other EU members the capital region coincides with the most competitive.
Nevertheless, there seems to be related to the quality of the institutions, as the difference
between the relatively more competitive regions of Northern Italy and the less competitive
South indicate.
Research has shown a connection between the regional quality of government and their
entrepreneurship, measured by the number of small and medium-sized firms per capita
(Charron, Lapuente and Nistotskaya 2012). In particular, regions with lower levels of perceived
corruption are associated with the higher rates of small and medium entrepreneurship.
Conversely, those EU regions in which government institutions are seen as more partial have
significantly lower levels of entrepreneurship. This finding is robust even when controlling for
the usual explanatory factors of entrepreneurship, such as social diversity, human capital or the
relative importance of tourist activities. The effect of good government over entrepreneurship
26

is especially strong in those regions where local authorities enjoy autonomy over important
policy areas – which is an indication that government-related factors do seem to substantially
drive the results.

Figure 10. Self-reported perceptions of corruption and regional inequalities of entrepreneurship
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Another interesting connection between quality of government and entrepreneurship regards
the location of business created in a country. The extent to which corruption is perceived to be
high in a country not only determines the level of entrepreneurship, but also its territorial
distribution. Intriguingly, researchers have found that when corruption is high, business tend to
be overwhelmingly created in the capital city. Figure 10, that comes from Charron, Lapuente
and Nistotskaya (2012), shows how in the most corrupt countries, such as Romania and Slovak
Republic, there is a huge inequality between the high number of firms created in the capital city
and the low level of entrepreneurship in the rest of the country. One hypothesis that could
explain this strong association is that, unlike what happens in low-corrupt countries, such as
Denmark, Sweden and the Netherlands, would-be entrepreneurs in high-corrupt countries need
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to be physically closer to the capital, where they can probably rely on political connections to
set their businesses.

Figure 11. Regional employment rates and EQI, 2013
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Consequently, it is expected that the regional level of quality of government to be related to the
economic performance of a region. It has been noted that a standard measure of economic
development (PPP per capita, logged) is correlated at 0.68 and 0.69 with our EQI indicators of
quality of government from the 2013 survey and the 2010 survey respectively. In addition, the
EQI does also seem to be related to some pervasive economic problems, such as the level of
unemployment in the regions. This is what figure 11 indicates. As we can see, those regions
with higher unemployment are also regions with poor-perceived levels of quality of
government.
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Sustainable growth: environmental performance and public health management
Growth must not only be smart, but also sustainable. Environmental degradation and climate
change pose global threats to public health and the sustainability of the planet at large.
Environmental performance is a somewhat vague concept and can refer to activities ranging
from sustaining biological diversity and preserving ecosystems to refine environmentally
sustainable energy sources and optimize energy efficient technology. In view of the EU’s
dependence on fossil fuels – contributing not only to climate change and exhaustion of natural
resources but leaves EU consumers and companies vulnerable to market volatilities –
sustainable growth has been identified as another major goal of the Cohesion Policy (European
Union 2014b). Sustainable growth refers to efforts at reducing the environmental impact on the
economy whilst simultaneously improving competitiveness throughout EU regions.
A vast array of research has explored the relationship between environmental performance and
different forms of governance; how environmental outcomes are affected by different sets of
institutional and constitutional arrangements (Halkos, Sundström and Tzeremes 2015, see also
Bernauer and Kobi 2013; Fredriksson and Wollscheid 2007; Li and Reuveny 2006); Mainers
and Yandle 1998). In addition, Halkos et al note, a great number of studies have been devoted
to the impact of the quality of government on various measures of environmental performance
(2015). Even as the environmental measures differ substantially and scholars are far from
reaching a consensus, it is widely recognized that corruption and partiality generally hampers
efforts at environmental improvements (Halkos, Sundström and Tzeremes 2015). As
Transparency International (2006) points out, environmental corruption is most prevalent in
places with low economic development, where democratic transparency is low and governance
structures are weak. Closed economies and monopolies also appear to be more susceptible to
environmental corruption as the lack of transparency open up opportunities for shadowy or
illegal activities in the public as well as private sectors of the economy (Transparency
International 2006).
According to Halkos et al (2015), the theoretical argument accounting for the negative effects
of corruption for environmental performance has developed along two lines. The first is that of
environmental policy stringency, which is substantially delayed in policy settings infested with
corruption. Rather than putting emphasis on policy formulation, the second argues that
corruption – through bribery and extortion – hampers compliance with and enforcement of the
law and “thus tend to encourage pollution or overexploitation” (2015:624).
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Unfortunately, most research does only exist at country level and the important regional
differences in quality of government have not been explored much in terms of the effects on
the environment. Along with other authors (see for instance Barrett et al 2006), Halkos et al
(2015) note that the lion’s share of studies focused on the implications of government quality
for environmental performance is largely located at the national level of analysis. Only few
studies focus on the sub-national level and little comparative evidence at the regional level
exists, mainly due to limited data. In the effort to fill this gap in the literature, Halkos et al
(2015) conduct a non-parametric analysis at NUTS 1 level for three EU member states,
Germany, France and the UK using the 2010 EQI. Somewhat surprising, the results indicate a
non-linear and non-uniform relationship between the quality of government and regional
environmental performance, measured by three different pollutants. QoG appears to matter to
a certain extent, which could be interpreted as an interaction between QoG and other “more
influential” drivers (2015:639). Such drivers, it is suggested, could relate to national differences
in terms of institutional and corporate structures that, in turn, affect environmental policy
implementation. Environmental policies, as Costantini et al show, could also be affected by
factors at the regional levels, such as their productive specialization and innovation capabilities
(2013:101).
Another aspect of sustainability is that of broader public health and particularly antibiotics
consumption, which appears to be closely linked with bad government and corruption in the
health care sector also at the European regional level (Rönnerstrand and Lapuente 2015).
Bacterial resistance – caused by overwhelming consumption of various antibiotics – constitutes
a major threat to modern medicine around the world. Antimicrobial resistance is estimated to
cause 25,000 deaths each year in Europe alone, and the related costs of antibiotics abuse could
be over €1.5 billion in health care expenses and reduced productivity (WHO 2014). Things do
not seem better in other world regions. Antibiotics abuse could be related to 2 million illnesses
and 23,000 deaths a year. If resistance is left unchecked, and unless public authorities do take
serious action against the abuse of antibiotics, no less than 10 million more people are expected
to die every year by 2050 (O’Neill 2014).
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Figure 12. Corruption in in the health sector and antibiotic use in 117 European regions

Source: Rönnerstrand and Lapuente (2015). European Quality of Government Index 2013 and Special Eurobarometer 338.
Regions with fewer than 50 respondents were excluded.

Rönnerstrand and Lapuente (2015) find strong correlations between two critical components of
the EQI Index – i.e. the existence of corruption in the health sector and prevalence of bribes in
the region at large – and consumption of antibiotics in the European regions. Figure 12 reports
the relationship between the level of corruption and the consumption of antibiotics from a
Special Eurobarometer survey to EU citizens. The association seems quite strong. As we can
see, it is not the poorest regions, but regions with pervasive problems of government, such as
Campania and Lazio, the ones whose citizens consume more antibiotics. Since there is no
medical reason to think why one individual in Campania needs more antibiotics than one in,
let’s say, Germany’s Brandenburg, Portugal’s Alentejo or the Netherlands’s Utrecht, there are
reasons to suspect a causal relationship between corruption levels and antibiotics (ab)use.
In general, the negative effects of corruption on the health care of a given population have
previously been demonstrated, also at regional level in Europe. Lagravinese and Paradiso find
that corruption – measured by ISAT (Italian National Institute of Statistics) – influences health
expenditure in Italian regions. Their analysis reveals that corruption in Italian regions
particularly affects contracted-out private hospital expenditure and pharmaceutical expenditure,
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which, in turn, could be one of the reasons why in corrupt regions individuals abuse antibiotics:
the pharmaceutical companies may have it easier to convince doctors on the importance of
prescribing antibiotics.

Inclusive growth: social equality and social trust
Yet, growth can not only be smart and sustainable, but also inclusive – i.e. large chunks of
citizens cannot feel excluded. Here, research has also shown that the institutional quality
strengthens social equality and social trust. On the request of the European Commission,
Hardeman and Dijkstra (2014) developed the EU Regional Development Index (RHDI), which
captures three aspects of human development: income, education and health. The RHDI is
based on similar indicators as the United Nations’ Human Development Index, but takes regions
rather than nations as the primary units of analysis. The RHDI incorporates infant mortality and
healthy life expectancy of the population, the percentage of citizens aged 18-24 that is not
employed, nor involved in education or training, the percentage with tertiary education, together
with two important economic indicators: disposable household income and employment rate.
Table 3 collects the twenty EU regions with highest human development. As we can see, all of
them score very high in terms of quality of government. Analyzing all EU regions, it has been
noted that an increase in the EQI is associated with a significant increase in the regional human
development index (Charron, Dijkstra and Lapuente 2014).
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Table 3. Regional Human Development Index: Top 20 regions
Region
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

Åland
Stockholm
Inner London
Utrecht
Helsinki-Uusimaa
Oberbayern
North-Eastern
Scotland
Luxembourg
Berkshire,
Buckinghamshire
and
Oxfordshire
Surrey, East and
West Sussex
Västsverige
Noord-Holland
Tübingen
Freiburg
Mittelfranken
Stuttgart
Bedfordshire and
Hertfordshire
North Yorkshire
Hovestaden
Provincie VlaamsBrabant

NUTS 2 code

RHDI 2012

EQI 2013

FI20
SE11
UKI1
NL31
FI1B
DE21

0.75
0.75
0.74
0.73
0.73
0.72

2.781
1.536*
1.003*
1.426
1.493**
1.045*

UKM5

0.72

0.615*

LU00

0.71

1.320**

UKJ1

0.71

1.062*

UKJ2

0.70

1.062*

SE23
NL32
DE14
DE13
DE25
DE11

0.70
0.60
0.69
0.68
0.68
0.68

1.509*
1.196
0.980*
0.980*
1.045*
1.045*

UKH2

0.68

0.907*

UKE2
DK01

0.68
0.68

9.936*
1.631

BE24

0.69

1.318*

*only available at NUTS 1 level
*only available at national level

Another aspect of social inclusion is gender equality: do women in a region feel included in the
social, economic and political life? Across the EU, there are notable gender gaps where women
remain disproportionately disadvantaged in terms of higher education, employment and
political power (European Union 2015). And research has noted that corruption does seem to
be an important obstacle to women’s integration. Sundström and Wängnerud (2014) find that
both across EU countries, as well as across regions within those countries, high levels of
corruption are associated with a low proportion of women elected in local councils. These
findings are robust even after controlling for many explanatory factors: more women in politics
is linked to better government.
As the authors admit (Sundström and Wängnerud 2016), the strong relationship between quality
of government and women’s participation in politics is uncontroversial, but still research has
not sorted out the question of causality: does corruption hinder women from entering politics?
Or is it that low levels of corruption are the result of more women in political positions? On
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the one hand, informal institutions tend to play a larger role in settings where formal institutions
are weak, paving way for clientelist behavior that is gendered (2016:355-356, see also
Bjarnegård 2013; Stockemer 2011). Consequently, women may be excluded from the
traditional male-dominated corrupt networks, and may be more dependent on impartial
institutions. On the other hand, it seems that a larger share of women in political institutions
leads to lower levels of corruption. So, it is not unlikely that the causal arrow to go in both
directions. And, again, what matters is the fact that quality of government does seem connected
to another important social variable.
Let’s move now to the effects of quality of government over a crucial variable: the level of
social trust. A large number of studies have pointed to the importance of social trust for a
society’s general well-being. Societies where the generalized trust – i.e. the extent to which
individuals trust others – is high are also generally characterized by more well-functioning
democracy, higher economic prosperity, higher economic and social equality as well as greater
population health than societies where the generalized trust amongst individuals is low (Charron
and Rothstein 2015). Against this backdrop, it is notable that the level of generalized trust
differs substantially across regions of the EU.
Charron and Rothstein investigate the existence of a relationship between the remarkable
differences in social trust across EU regions and the also remarkable divergences in quality of
government. They argue that impartial and uncorrupt institutions “create social trust and social
capital” (Charron and Rothstein 2014:8). The reason is that, after interacting with public
officials, citizens make inferences on whether the people in general in that society can be trusted
or not. Charron and Rothstein (2014; 2015) examine the relationship between regional patterns
of social trust and the quality of regional government as well as the following variables. As we
can see in figure 13, there seems to be a strong relationship between the level of social trust and
the regional indicator of quality of government (EQI).

Figure 13. Regional levels of social trust and EQI, 2013
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QoG appears to be a “highly robust predicator” of trust at aggregate regional level between as
well as within EU member states (Charron and Rothstein 2014:25). Interestingly, voluntary
participation in societies and networks – a common explanation for high levels of trust – is
insignificant for individuals’ propensity of trust. Rather surprisingly, Charron and Rothstein
note that neither social inequality – measured as the wage inequalities and as gender wage
inequalities – nor ethnic-linguistic diversity have substantial effects on trust patterns when the
level of QoG is controlled for (2014). This signals the existence of two circles, one vicious and
the other virtuous. In the virtuous circle, high quality institutions could have historically been
produced and sustained by generalized trust, which in its turn was produced by the same high
quality institutions. In the vicious one, it is low trust and low QoG what reinforce each other.

4. Why it will be difficult to improve regions’ quality of
government
From the body of evidence presented above, one should expect institutional reforms to improve
quality of government to become a priority for regional and national governments. Corruption,
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good governance and quality of government has been high on the agenda in EU policy circles
and in the international aid and development community for close to two decades. Yet the
results are largely discouraging. While there have been some remarkable changes in corruption
levels in for example Chile, Uruguay, Estonia, Singapore, Taiwan, and Botswana, these have
primarily been in settings where corruption levels were high but not systemic. How can thus
we have reasonable expectations that the lowest performing European regions in QoG will
converge with the highest performing sometime soon?
Worldwide, among the developing nations that experienced systemic corruption 20 years ago,
most still suffer from pervasively dysfunctional governments. Successful cases are rare. Despite
having undertaken a set of prescribed anti-corruption reforms, most countries remain
systemically corrupt, and in some cases it seems as if the problem have worsened along the
efforts to curb it (Lawson 2009; Johnston 2005). We still know too little regarding the
institutional development required to have good governments (Greif 2005). Many countries
have attempted to become ‘Denmark’, but have not found the way (Fukuyama 2014). And, in
fact, we have not given enough attention to explore how the current ‘Denmarks’ became
‘Denmark’, since we know these countries, like the Nordic ones, suffered ample clientelism
and corruption at some point (Teorell and Rothstein, 2015, Rothstein and Teorell, 2015).
For long, academic and policy-makers thought that good governance programs should be
directed at the political elites, such as supporting ministries, establishing control agencies and
anti-corruption bodies, and enacting legal anti-corruption frameworks aimed at strengthening
control over the bureaucracy and getting their civil servants “in line” (Mungiu-Pippidi, 2013).
The implicit assumption was that governments are led by benevolent rulers, genuinely
concerned with the economic and social development of the people in their countries. Yet a
look at world’s history in recent decades, from Mobotu in Zaire to Yanukovich in Ukraine,
indicates that this assumption is clearly naïve. The ones who accumulate power enough as to
fight corruption are precisely the ones who benefit the most from a corrupt government, and
thus lack the incentives to reform the system.
Not surprisingly, the reforms aimed at improving QoG following this philosophy have failed.
For instance, international organizations have recommended rulers to establish anti-corruption
agencies or ombudsman offices to curb corruption. Yet, when carefully examined, these
institutions have no significant impact on control of corruption (Mungiu-Pippidi 2011).
Similarly, other programs devised to improve QoG following this perspective, such as citizen
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participation, voice and empowerment programs, community monitoring of public services,
have not fulfilled the expectations. Because if politicians, and their representatives, and many
of their core constituencies, benefit from corruption, will bend these institutions to their favor
instead of society’s at large (Andvig et al., 2001; Teorell and Rothstein 2012). Even those
politicians who seize power on an anti-corruption platform find that it is more politically costly
than they thought to “clean the house”. They may rethink their strategy and conclude that
distributing public resources through patronage and nepotism may be a safer course to stay in
power.
Translated into the problems of regional governance in Europe explored in this report, this
means that we cannot trust regional – in politically decentralized EU countries – or national –
in centralized ones – to implement QoG-improving reforms without altering their system of
incentives.
Another approach to how improve QoG that does not yield promising results either is the public
ethics theory. According to it, the crux of the problem does not lie on the incentive structures
but on the cultural values prevailing in a society. Their proposed solution is thus the enactment
of large-scale “sensitizing” programs. All members of the community should be aware of how
unethical and morally deplorable is the abuse of public office for private gain. Again, the
empirical evidence does not support this approach. Sensitizing programs may merely condemn
those that have few options to act differently (Bracking, 2008).
A more fruitful perspective to improve governance is that derived from the collective action
theory of corruption (Rothstein 2005; Persson et al. 2013). According to this theory, whether
or not actors (citizens, politicians civil servants, business) participate in corruption ultimately
depends on their perception of what other actors will do. If they believe that most others in
society are dishonest, they will be dishonest. Individuals in a society are neither merely selfinterested “homo economicus” nor totally altruistic good Samaritans, but we act strategically
depending on what others do. We base our actions on the principle of reciprocity (Bowles and
Cooper 2012; Ostrom and Walker 2003). As Fehr and Fischbacher (2005:167) note, “If people
believe that cheating on taxes, corruption and abuses of the welfare state are wide-spread, they
themselves are more likely to cheat on taxes, take bribes or abuse welfare state institutions”.
One (think of a politician who doubts between improving QoG or taking opportunistic actions
for her own advantage) will do the right thing – even if one may lose materially from this action
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– when, and only when, one believe most others will also do the right thing as well (Bicchieri
and Xiao 2007).
This insight points out the path that reforms aimed at improving QoG in Europe should take.
The institutional changes should be strong enough as to alter the perception of what “most
others” in society will do. Based on the intense reform zeal of Swedish policymakers in the
second half of the 19th century which transformed a relatively corrupt political system into a
relatively clean one, Rothstein (2011) suggests that successful governance reforms need to have
a “big bang” component. In particular, this “big bang” should imply a profound reshape of the
whole administrative apparatus, similar to the reforms of the Swedish civil service system that,
between 1855 and 1875, introduced the skeleton of a Weberian-style administration. Fixed
salaries were introduced, the purchase of positions in the public sector was banned, and the
knowledge and skills requirements for the recruitment and promotion of public officials
increased significantly.
It is not obviously easy to replicate “big bang” reforms in contemporary low-QoG European
regions similar to those of 19th-century Sweden. As a matter of fact, many European countries,
and regional governments, do have, on paper, many of the reforms successfully implemented
in Sweden; and, still, they do not seem to work. Yet understanding that some of the current
problems of public abuse are similar to the historical troubles of nowadays high-QoG countries,
and that corruption in, for instance, some Eastern and Southern European regions, may also
form a self-reinforcing equilibrium, may help us to devise such reforms.
Change of this magnitude is not an easy thing to accomplish or to write out policy
recommendations for. If agents need to trust that most other agents will cooperate for a common
good, like achieving QoG, we need to know how such generalized trust can be manufactured.
The problem is that to the best of our knowledge, it is produced by people’s perception of the
quality of their public institutions that (are supposed to) deliver public services. We thus have
a perfect circular theory. High quality institutions are most likely to be produced and sustained
by generalized trust, which in its turn is produced by the very same (high quality) institutions.
In ordinary language, we are speaking of two circles, one vicious and the other virtuous.
However, this is also what we see in “the real world” as we have hoped to show above.
Corruption and other forms of low QoG are both very pressing and very difficult problems,
precisely because it has the form of a self-reinforcing equilibrium. Given the detrimental effects
on most forms of human well-being of low QoG, if there was an easy “quick-fix”, the problem
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would have been solved long ago. In sum, we should not be surprised by the disappointing
results from importing anti-corruption legislation and instruments form contexts where
corruption is the exception, to countries where corruption is the expected behavior.
Although the collective action theory is powerful in explaining a status quo of corrupt
equilibria, its main weakness is that it has difficulty explaining how change can occur (Teorell
and Rothstein 2015). If both state actors and citizens are stuck in the social trap of low trust and
bad institutions, which make them continue to accept and pay bribes, siphon away state
resources etc. as long as they believe that most others are corrupt, then what is it that explain
the way out of this corrupt equilibrium?

5. Conclusions: Some reasons for optimism
Which are the implications for policy-making of the results presented in this report? The first
one is that, following what prominent social scientists have been arguing for some time,
institutions matter. Those European regions with best performing public institutions – in terms
of efficiency in service delivery, low corruption, and high impartiality – outperform regions
with poor institutions in all sorts of quality of life indicators. Life is much worse where public
institutions do systematically favor entrenched interests, political connected and privileged
groups at the expense of the general public.
The second implication is that national factors – including political institutions (e.g. electoral
system, bicameralism, political regime) as well as national culture, language and traditions –
do not seem to be as relevant as generally argued. We have extremely good government that
speaks in Italian (in some Northern regions); and we also have extremely poor government
speaking in Italian (in many Southern regions). For many differences in quality of government
do not follow national borders. As a matter of fact, in numerous occasions, neighboring regions
of two countries may share more, in terms of institutional quality, with each other than with
other regions in their respective countries.
We would like to close this report with an optimistic note. It comes from recent research that
has noted an overlooked factor in the literature that may help to explain why some governments
have consolidated high quality institutions. From the pioneering works of Max Weber (1978
[1922]) and Woodrow Wilson (1887), scholars had noted that creating what is known as a
Weberian bureaucracy – that is, a public administration where public employees are not
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recruited according to their political connections, but on the basis of merit and capabilities –
was associated to lower levels of corruption. Bureaucrats whose careers do not depend on the
will of their political superiors may be better motivated and put more weight on long-term rather
than short-sighted goals. These bureaucrats may also socialize in a public ethos and develop an
esprit de corps.
During the latest years empirical analysis (Rauch and Evans 2000, Dahlström, Lapuente and
Teorell 2012) have corroborated this idea for cross-country comparisons. Recently, we also
have evidence at regional level. Using a survey with over the 18,000 public sector employees
included in the EQI survey, and a new objective corruption-risk measure including over 1.4
million procurement contracts, Charron, Dahlström, Fazekas and Lapuente (2016) find that
corruption risks are significantly lower in those EU regions where bureaucrats’ careers do not
depend on political connections. The results have also economic effects. As The Economist
(2016) noted when summarizing this research, “if every region were as meritocratic as BadenWürttemberg, in Germany, EU governments could save €13 billion-20 billion ($14 billion-22
billion) a year”. These results are robust to the inclusion of other factors such as regional level
growth, economic development, social trust, ethnic diversity and gender equality in parliament.
From this research it is obvious how those EU regions where jobs in the public sector are
assigned on meritocratic basis do present lower corruption risks than regions where public
employees owe their careers to political connections.
This is, in our view, the best way to proceed in order to improve governance across European
regions. We should device mechanisms to increase the importance of merit – and thus decrease
the importance of political connections – in the careers of public officials.
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EUROPE AND CENTRAL ASIA

What do people think
about corruption?
REPORT HIGHLIGHTS
cORRUPTION SEEN AS ONE OF THE BIGGEST
CHALLENGES FACING COUNTRIES

1 in 3
citizens think corruption is one of the
main problems facing their country

GOVERNMENTS ARE DOING A POOR JOB FIGHTING
CORRUPTION IN THE PUBLIC SECTOR

53%

23%

say their government is doing poorly

say their government is doing well

MEMBERS OF PARLIAMENT AND GOVERNMENT OFFICIALS
ARE SEEN AS THE MOST CORRUPT
Nearly

1 in 3

say that government officials and lawmakers
are mostly or entirely corrupt

Political Influence
Nearly

3 in 5

think that wealthy individuals have too much
undue influence over government decisions.

Some HOUSEHOLDS NEED TO BRIBE FOR ACCESS
TO PUBLIC SERVICES

1 in 6
households have paid a bribe in the last year

VICTIMS ARE INTIMIDATED INTO SILENCE
Only

1 in 5
bribe payers report the incident

2 in 5
who do report corruption suffer retaliation

30%
fear retaliation if they speak out
about corruption

Almost a third say people
in the region don’t report
corruption because they
fear the consequences.

INTRODUCTION
Europe has seen a surge in recent years of support for populist and nationalist movements – from
Spain to the UK to Turkey. The reasons are manifold and complex, but are driven to a large degree
by the belief that traditional democratic institutions – governments, political parties – are failing to
deliver on promises of prosperity and equal opportunity and that they cannot be trusted.i
Corruption is central to this story – both the failure of governments to properly address corruption
and their complicity in corrupt or clientelist schemes. It has become impossible to ignore systemic
corruption in the way business influences politics, as shown by the on-going trial of 37 executives
and politicians in Spain who are alleged to have been involved in a “kickbacks-for-contracts” scheme
for nearly a decade.ii Examples such as this can give ordinary citizens the impression that public
spending and public policy is distorted to favour the few over the many.
This impression has been compounded by the prevalence of “cosier” forms of corruption, such as
the conflict of interests – real and perceived – posed by hidden lobbying and the “revolving door”
between the public and private sectors. The public outrage at the decision of former European
Commission President Jose Manuel Barroso to accept a position with Goldman Sachs, which
generated over 100,000 petition signatures calling for tough sanctions, shows how expectations
about greater integrity in politics and business are mobilising citizen action.iii This report shines a
light on how extensive citizens from across Europe and Central Asia perceive the corruption
problem to be and what actions they consider to be effective in order to address it.

ABOUT THE RESEARCH
For this new report, part of a regional series from our Global Corruption Barometer, we spoke to
nearly 60,000 people across 42 countries in Europe and Central Asia via face to face and telephone
surveys about the current state of public sector graft.iv Our findings show that few people think that
their government has done enough to fight corruption in politics. Over a quarter of citizens see
politicians, government officials and business executives as highly corrupt, and nearly three in five
citizens think that wealthy individuals have too much influence over government decisions.v
In the largest, most comprehensive, survey of its kind we look at the results from across the entire
Europe and Central Asia area and also compare how attitudes and experiences of corruption differ
between European Union (EU) members,vi accession countries and the Commonwealth of
Independent States (CIS). In some aspects, such as bribery, there are strong differences across
these three regions, with the CIS suffering from the highest rates of bribery; in others there are
surprising similarities, with citizens in France just as likely as people in Russia to think that their
government is not doing enough to fight corruption.
While in theory citizens think that “standing-up” to officials who demand bribes and “speaking out” by
reporting cases of corruption are the most effective things that they can do to stop corruption, our
research also shows that in practice there remain considerable barriers to encouraging more people
to report. Particularly in the CIS, accession countries and among new EU members there is a lack of
social acceptance for reporters of corruption. Many citizens– including in some old EU member
states – also fear that whistleblowers suffer negative consequences as a result of coming forward.
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These barriers indicate the need for stronger whistleblower protection so that more people are
willing to take action against corruption.

KEY FINDINGS FROM THE SURVEY
1.

ONE IN THREE RESPONDENTS THINK CORRUPTION IS ONE OF THE BIGGEST
PROBLEMS FACING THEIR COUNTRY
Citizens in Kosovo, Spain and Moldova are the most likely to think this, with two thirds
rating corruption as a major problem (from 65 to 67 per cent).

2.

MORE THAN A HALF OF CITIZENS RATE THEIR GOVERNMENT BADLY AT FIGHTING
CORRUPTION
Citizens in Ukraine, Moldova, Bosnia & Herzegovina and Spain are most critical of their
governments’ efforts at fighting corruption with four in five or more saying it is doing badly
(from 80 to 86 per cent).

3.

POLITICIANS AND PUBLIC OFFICIALS ARE SEEN AS THE MOST CORRUPT
Of the nine groups that we ask about, across the region, members of parliament and
government officials are most likely to be seen as highly corrupt. Nearly a third of people
say that most or all of them are corrupt (31 per cent and 30 per cent, respectively).

4.

THE PRIVATE SECTOR IS NOT EXEMPT
Over a quarter of citizens in Europe and Central Asia say that business executives are
highly corrupt (26 per cent).

5.

MANY THINK THAT THE WEALTHY HAVE UNDUE INFLUENCE ON GOVERNMENT
DECISIONS
Three in five citizens think that the wealthy have too much influence on public policy and
there needs to be stricter rules to prevent this. Spanish and Portuguese citizens are the
most likely to agree (88 per cent and 85 per cent).

6.

BRIBERY IS STILL COMMON, PARTICULARLY IN THE COMMONWEALTH OF
INDEPENDENT STATES
Nearly a third of public service users in the CIS have paid a bribe (30 per cent) in the past
year and bribery is highest in Tajikistan where this rises to 50 per cent of service users.
Bribery is also high in some EU countries,vii particularly Romania (29 per cent of service
users) and Lithuania (24 per cent).

7.

“STANDING UP” AND “SPEAKING OUT” ARE SEEN AS THE BEST WAYS TO FIGHT
CORRUPTION
Reporting corruption or refusing to pay bribes are the most effective actions people think
they can take (18 and 20 per cent). Reporting corruption is seen as particularly effective in
the EU+ (24 per cent). Still 27 per cent of citizens in Europe and Central Asia are resigned
to the fact that people can do nothing.

8.

FEAR AND LACK OF ACCEPTANCE PREVENT PEOPLE FROM REPORTING
The main reason more people don’t come forward to report corruption is that they are afraid
of the consequences (30 per cent). Furthermore, less than a half of people say that they
think it is socially acceptable to report corruption in their country (38 per cent).

9.

ARMENIA, BOSNIA & HERZEGOVINA, LITHUANIA, MOLDOVA, RUSSIA, SERBIA AND
UKRAINE ARE SEEN AS HAVING THE MOST SEVERE CORRUPTION PROBLEMS
These countries are rated poorly by their citizens across all of the key questions in the
Global Corruption Barometer survey (as shown in our scorecard summary on page 38).
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RECOMMENDATIONS
The following recommendations are made based on the results of our survey and our experience in
addressing corruption in Europe and Central Asia:
REDUCING POLITICAL CORRUPTION


Countries and EU institutions need transparent rules on lobbying and a public lobbying
register, so that policy decisions can be better scrutinised. They must ensure that
information on lobbying activities is published and is easily available.viii



Countries, particularly accession countries and those in the CIS, must reduce executive
influence over the judiciary and prosecutorial services, by ensuring transparent and
objective systems for the appointment, transferral and dismissal of judges and prosecutors.

ENCOURAGING MORE PEOPLE TO REPORT CORRUPTION
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Countries must adopt and enforce comprehensive legislation to protect whistleblowers
based on prevailing international standards, including those developed by Transparency
International and by the Council of Europe.ix



Governments and the private sector must support whistleblowers and reporters of
corruption and ensure appropriate follow-up to their disclosures.x
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PERCEPTIONS OF CORRUPTION:
POLITICIANS AND THE RICH
Through the Global Corruption Barometer survey, we take the pulse of citizens on their perceptions
of corruption and in doing so hold governments to account for their anti-corruption action – or
inaction.
In this section we analyse the findings from the following questions asked of citizens across Europe
and Central Asia:





What are the biggest problems facing your country?
How corrupt are different powerful groups in your country?
How well or badly is your government doing at fighting corruption?
Do wealthy individuals have too much influence over government decisions?

CORRUPTION IS ONE OF THE KEY PROBLEMS FACING
COUNTRIES
In our survey, we ask respondents what they think are the three biggest problems facing their
country. They chose from a list of key issues including the economy, unemployment, crime,
immigration, health, education and corruption. One in three citizens from across Europe and Central
Asia say that corruption or bribery is one of the biggest problems facing their country.
Fairly similar proportions in all three regions mention that corruption is one of the top problems. In
the EU+ and the CIS around a third of respondents say that it is one of the biggest problems (32 per
cent and 34 per cent respectively) and this rises to two in five in the accession states (40 per cent).
There is considerable variation in the proportion of citizens in each country who mention corruption
as one of the biggest problems. This reflects differences in people’s experience of corruption and
also its varying prevalence within the public discourse in each country.
Citizens in Kosovo, Spain and Moldova are particularly likely to think corruption is one of the top
problems facing their country, with two thirds of citizens saying that it should be a priority for the
government (from 65 to 67 per cent).
Citizens in Germany are the least likely to see corruption as one of the biggest problems facing their
country (2 per cent). This issue is also less of a prominent concern for citizens in Sweden and
Switzerland, with one in 10 citizens or fewer thinking it should be a priority for their government to
focus on (6 per cent and 10 per cent, respectively).
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Figure 1: Corruption is one of the three biggest problems facing the country

Q. In your opinion, what are the three most important problems facing this country that government should address?
Base: all respondents, excluding missing responses. Chart shows percentage of respondents who answered that either
“corruption” or “bribery” was one of the three biggest problems.
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KEY INSTITUTIONS: PERCEPTIONS OF CORRUPTION
In the Global Corruption Barometer we ask people to tell us how corrupt they think different powerful
groups in their country are – that is whether they think “none”, “some”, “most” or “all” of them are
corrupt.
The nine different groups that we ask about include high-level political actors (the president/prime
minister’s office, members of parliament and government officials); key public sector employees who
interact with citizens (tax officials, the police, judges/magistrates and local government councillors);
and those who are not part of the public sector, but are influential in political life (business
executives and religious leaders).
The results show that across Europe and Central Asia many citizens perceive problems with
corruption in politics. The two groups thought to have the highest levels of corruption have
enormous influence over the way countries are run – members of parliament and government
officials. Members of parliament fare the worst of all the groups that we ask about with just under a
third (31 per cent) saying that most or all MPs are corrupt. Government officials follow closely with
over a quarter (30 per cent) of people saying they are highly corrupt.
The private sector follows, with extensive corruption among business executives perceived by a
quarter of citizens (26 per cent) in Europe and Central Asia.
Similar proportions think that the president’s office, tax officials, the police, judges/magistrates and
local government councillors are highly corrupt, ranging from 22 per cent for the police to 26 per
cent for local government councillors.
Religious leaders are seen as the cleanest of the nine groups. Just 17 per cent of citizens say that
they think that most or all religious leaders are corrupt.
In our last Global Corruption Barometer survey, published in 2013,xi politicians and public officials
were also perceived as the most corrupt in Europe and Central Asia therefore showing that they
have not been able to improve their comparative ranking compared with other groups in society.
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Figure 2: Perceptions of corruption levels for different institutions and groups

Q. How many of the following people do you think are involved in corruption, or haven’t you heard enough about them
to say? Base: all respondents, excluding missing responses. Chart shows percentage of respondents who answered
that either “most” or “all” of them are corrupt.xii

When looking at how members of parliament are perceived across the three different regions,
citizens in the EU+ are less likely than those in the CIS and accession countries to perceive their
elected representatives as highly corrupt. Just over a quarter of citizens in the EU+ say that their
representatives are mostly or entirely corrupt (27 per cent), rising to 34 per cent in the CIS and 40
per cent among the accession states. xiii
Citizens from Ukraine, Albania, Bosnia & Herzegovina and Romania are the most likely to think that
their members of parliament are highly corrupt. In these countries over a half or more say that their
representatives are very corrupt, rising to three quarters in Moldova (76 per cent).
In Germany, Sweden, Switzerland, the Netherlands, Greenland and Belgium, citizens perceive their
members of parliament to be far cleaner. Here, fewer than one in five say that their political
representatives are highly corrupt (from 6 to 19 per cent).
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Figure 3: Perceptions of corruption levels for members of parliament
Results by country and region.
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Q. How many of the following people do you think are involved in corruption, or haven’t you heard enough about them
to say? - Members of parliament Base: all respondents, excluding missing responses. Chart shows percentage of
respondents who answered that either “most” or “all” of them are corrupt.xiv

HOW CITIZENS RATE THEIR GOVERNMENTS’ ANTICORRUPTION EFFORTS
In our survey we also ask citizens to tell us how well or badly they think that their government is
doing at “fighting corruption in government”.
Citizens across Europe and Central Asia are critical of their governments’ efforts in this matter – only
23 per cent say that their government is doing well, while just over a half (53 per cent) give their
government a negative rating. Across the three regions, fairly equal proportions rate their
government as doing badly at fighting corruption (53 per cent in the EU+, 53 per cent in the
accession countries and 56 per cent in the CIS).
In Ukraine, Moldova, Bosnia & Herzegovina and Spain citizens are particularly critical of their
governments’ efforts at cleaning up politics. More than four in five people give their government a
negative rating (from 80 to 86 per cent). Particularly in Ukraine, Moldova and Bosnia & Herzegovina,
where citizens also perceive particularly high levels of corruption among members of parliament,
governments must take decisive action to address corruption risks and communicate their work
better to the public.
In Switzerland and Sweden, citizens are far less critical of their governments’ actions to address
corruption; less than a third give their government a negative rating (29 per cent and 28 per cent).
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Figure 4: Perceptions of government actions to fight corruption
Percentage who rate their government “badly” at fighting corruption in government. Results by country
and region.

Q. How well or badly would you say the current government is handling the following matters, or haven’t you heard
enough to say? – “Fighting corruption in government”. Base: all respondents, excluding missing responses. Response

PEOPLE AND CORRUPTION: EUROPE AND CENTRAL ASIA
GLOBAL CORRUPTION BAROMETER 2016

13

categories “very badly” and “fairly badly” are combined into “badly”; “very well”, “fairly well” and “don’t know” responses
not shown for ease of comparison.xv

WEALTHY INDIVIDUALS AND THEIR UNDUE INFLUENCE:
CITIZEN PERCEPTIONS
There appears to be great concern among many citizens that wealthy individuals have too much
influence on government decisions and there is support for stricter rules to prevent this.
Overall 57 per cent of citizens from across Europe and Central Asia agree that wealthy individuals
often influence government decisions for their own personal interests and that there should be rules
in place to stop this from happening.xvi This view is particularly prevalent in EU+ states where 65 per
cent of respondents agree, compared with 44 per cent in the accession countries and 46 per cent in
the CIS.
Initial analysis suggests that there is a relationship between how well citizens rate their government
at fighting corruption and the extent to which they think that policy-making is influenced by the
wealthy. We categorise citizens into one of four groups – first, those who perceive too much
influence by the rich and rate their government badly; second, those who perceive little influence by
the wealthy but rate their government badly; third, those who perceive too much influence by the
wealthy but rate their government positively; and the final group, those who see little wealthy
influence and rate their government positively.
By far the largest group is of those who think that government decisions are influenced too much by
the wealthy and also rate their government badly. Almost a half (47 per cent) of citizens fall into this
category. This suggests that they see the influence of wealth on government decisions as an
inhibitor to addressing political corruption, or that wealthy interests more easily influence
governments that are poor at addressing corruption.
Just 13 per cent of citizens are positive on both measures; thinking that their government is doing
well and that government decisions are free of the influence of the wealthy. This is the smallest of
the four groups.
The two other groups each account for around one in five citizens who either still rate their
government positively at fighting corruption despite a high influence of the wealthy, or rate their
government badly, despite their decisions seemingly being free from the influence wealthy interests.
Further analysis, outside the scope of this report, would be needed to further unpick what is driving
the perceptions of these citizens.
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Figure 5: Relationship between undue wealthy influence on government decisions and
perceptions of how well governments are fighting corruption
Too much wealthy influence/
government rated badly

Less wealthy influence/
government rated badly

47%

22%

Too much wealthy influence/
government rated well

Less wealthy influence/
government rated well

19%

13%

Q. Wealthy individuals often use their influence on government for their own interests and there need to be stricter
rules to prevent this. Response categories 7, 8, 9 and 10 are combined into “agree” that there is too much influence by
the wealthy. Q. How well or badly would you say the current government is doing at “Fighting corruption in
government”? Answers on a scale. “Very badly” and “fairly badly” combined and “very well” and “fairly well” combined.
Base: excluding don’t know responses.

The influencers: Lobbying in Europe
Lobbying is “any direct or indirect communication with public officials, political decisionmakers or representatives for the purposes of influencing public decision-making,
and carried out by or on behalf of any organised group”.xvii It forms part of a healthy
democracy, by allowing interest groups with knowledge and expertise to inform political
decision-making.
However, our 2015 report Lobbying in Europe demonstrated that without rules and
regulations lobbying can lead to unfair access to government for privileged groups,
resulting in policies and regulations that are not in the public interest. This is enabled in part
by the revolving door phenomenon, which sees former politicians using their personal
contacts and insider information to benefit their new employers, or politicians from private
sector backgrounds shaping political agendas in favour of their former employers. xviii
Sometimes these links can become practically institutional, as illustrated by our analysis of
the connection between the Portuguese political and financial institutions.xix Of the past 19
finance ministers, 14 have previously worked in banks or financial institutions; 54 per cent
of government positions since the establishment of the democratic state have been filled by
ex-bankers; 230 members of parliament either left a role in a financial institution before
being elected, or went on to take one after leaving political office; and since 1986 all heads
of the Central Bank have gone on to jobs in the banking sector.
We are calling for stronger lobbying rules to prevent unfair access, including a “cooling off”
period and more effective implementation of revolving door rules.
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EXPERIENCES OF CORRUPTION:
BRIBERY
The Global Corruption Barometer asks respondents in a select number of countriesxx about their or
other members of their household’s experiences of bribery in the past 12 months when coming into
contact with the following public services: the road police, public agencies issuing official
documents, the civil courts, public education (primary or secondary), public education (vocational),
public medical care, public agencies in charge of unemployment benefits and public agencies in
charge of other social security benefits.

RATES OF BRIBERY
The Global Corruption Barometer first asks respondents whether they or another member of their
household has used any of the eight key public services in the past 12 months. If they have then
they are asked whether they made an unofficial payment or gift when using that service.
The bribery results (which are based on those who have had contact with at least one public
servicexxi) show that there is extensive variation between the three regions, with bribery substantially
more widespread in the CIS than in the accession countries or the EU.
Just under a third of households (30 per cent) in the CIS have paid a bribe to access basic public
services in the past 12 months, compared with one in five households (20 per cent) in the accession
countries and less than one in 10 in the EU (9 per cent). xxii These results are very similar to those
found in the 2013 survey, suggesting that there has been little regional progress at addressing
bribery risks in the last three years.
Bribery rates vary considerably between countries. The lowest bribery rates are all found in EU
countries. In Belgium, France, Germany, the Netherlands, Slovenia, Spain, Cyprus, Estonia,
Portugal and the UK one in 20 or fewer have paid a bribe. The EU countries with the highest bribery
rates are Hungary, Lithuania and Romania (from 22 to 29 per cent).
Of the accession countries, Kosovo has a particularly low bribery rate of only 10 per cent, which
although leaving room for improvement shows that it has controlled public sector graft far better than
other countries in this area. In Albania (34 per cent) and Bosnia & Herzegovina (27 per cent), for
example, bribery is a far more common.
Households in a number of CIS countries are at a high risk of having to pay bribes to access basic
public services. In Azerbaijan, Kyrgyz Republic, Ukraine and Moldova around two in five households
who had accessed public services paid a bribe (from 38 to 42 per cent) and this rises to 50 per cent
in Tajikistan. Georgia, however, is a positive exception to this trend with a bribery rate of just 7 per
cent, which is at least on a par with EU member states.
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Bribery rates across
Europe and Central Asia
Sweden 1%*
Belarus 20%
Estonia 5%
UK 0%*

Latvia 15%
Lithuania 24%

Germany 3%
The Netherlands 2%*

Poland 7%
Czech Republic 9%

Belgium 3%*

Hungary 22%
Slovak Republic 12%
Slovenia 3%

France 2%*

Croatia 10%
Bosnia and Herzegovina 27%

Portugal 2%

Romania 29%
Serbia 22%

Kosovo 10%
Spain 3%

Bulgaria 17%

Montenegro 16%
Italy 7%
Albania 34%
FYR Macedonia 12%
Greece 10%
Ukraine 38%

Turkey 18%
Cyprus 2%
Moldova 42%

Scale:
% of households who paid a bribe
when accessing basic services

0-4%

1

5-8%

9-12 % 13-16% 17-20% 21-24% 25-28% 29-32% 33-36% 37-40%

40+%

Russia 34%

Kazakhstan 29%

Kyrgyz Republic 38%
Uzbekistan 18%
Tajikistan 50%
Azerbaijan 38%
Armenia 24%
Georgia 7%

Q. Did you or any member of your household make an unofficial payment or gift when using these services over the past 12 months? The road police, public agencies
issuing official documents, the civil courts, public education (primary or secondary), public education (vocation), public medical care, public agencies in charge of
unemployment benefits or any other public agencies in charge of other social security benefits? Base: Households who had contact with at least one one service in the
previous 12 months. An * denotes countries where the bribery rate was taken from the 2014 Eurobarometer survey.

KEY PUBLIC SERVICES THAT DEMAND BRIBES
After controlling for contact, there are considerable differences in the prevalence of bribery across
each of the key public services in the three regions.xxiii On average, the CIS has a higher bribery rate
than the accession region and the EU for seven public services. The EU has the lowest bribery rate
for every service.
In the CIS region, households that come into contact with the police are the most at risk of having to
pay a bribe (33 per cent). In the 2013 survey, the police also had the highest bribery rate in the CIS.
Bribery in public vocational education and for public health care services is also fairly common, with
a quarter of households (24 per cent both) saying that they had paid a bribe to access them.
Of the accession states, the police and the civil courts have the highest bribery risk. Worryingly, just
shy of one in five of those who came into contact with them had paid a bribe (19 per cent and 18 per
cent respectively), seriously undermining the quality and fairness of these law and order institutions.
The police also had the highest bribery rate for this region in the 2013 survey.
Of the EU countries surveyed, public health care services have the highest bribery rate with 10 per
cent of households who used these services having paid a bribe. The other services were fairly or
very clean with one in 20 or fewer households saying that they had paid a bribe. In the 2013 survey,
medical services were also the highest bribery risk in the EU, indicating a need for further attention
to address corruption in this vital public service.

Figure 6: Rates of public service bribery
Results by region.

Q. Did you or any member of your household make an unofficial payment or gift when using these services over the
past 12 months? Base: respondents who had contact with each service in the previous 12 months. Results for the
European Union exclude the following countries: the UK, Belgium, the Netherlands, Sweden and France as the data
were not collected.

PEOPLE AND CORRUPTION: EUROPE AND CENTRAL ASIA
GLOBAL CORRUPTION BAROMETER 2016

19

Tajikistan has the highest bribery rate for road police of all the countries surveyed: 64 per cent of
households who have come into contact with the road police in the last 12 months paid a bribe.
Bribery to the road police is also very common in Kazakhstan and Kyrgyzstan (47 and 48 per cent
respectively).
Households in Ukraine and Russia are more likely than those from any other country to have paid a
bribe for public primary and secondary education: 38 per cent and 29 per cent of households
respectively paid a bribe when accessing schooling in the past 12 months.
Bribery is a particular risk for households in Tajikistan and Moldova when needing public medical
care, where more than two in five households had paid a bribe when accessing public health
services (46 per cent and 42 per cent respectively).
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PEOPLE SPEAKING OUT AGAINST
CORRUPTION
The Global Corruption Barometer explores whether people feel empowered to help fight corruption
in their country and what barriers exist to discourage them from speaking out against corruption.
We asked:





What are the most effective things ordinary people can do?
Why don’t more people report?
Is it socially acceptable to report corruption?
Are people empowered to make a difference in the fight against corruption?

EFFECTIVE ACTIONS THAT PEOPLE CAN TAKE AGAINST
CORRUPTION
Across Europe and Central Asia, around one in five citizens tell us that the most effective actions to
help fight corruption are “reporting corruption incidents” and “refusing to pay bribes” (18 per cent and
20 per cent, respectively). All other actions are mentioned by 5 per cent or less of the respondents.
Reporting corruption is more likely to be seen as an effective action in the EU+ (24 per cent), while
in the CIS people are more likely to think that refusing to pay bribes is more effective (25 per
cent).xxiv
Despite this, there is a substantial minority who are sceptical of the effectiveness of people’s actions
against corruption. Just over one quarter (27 per cent) of respondents overall say that there are no
effective actions that people can take to fight corruption. Citizens living in the CIS are more likely to
feel that their actions would be ineffective (36 per cent), compared with those living in the EU+ and
the accession countries (24 per cent and 25 per cent, respectively).
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Figure 7: Perceptions of the most effective actions people can take against corruption

Q: What is the most effective thing that an ordinary person can do to help combat corruption in this country? Base: all
respondents excluding missing responses.
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Ensuring that help goes to those in need: A case from
Ukraine
Shortly after the Euromaidan protests Anna Burdyliak and Mykhailo Tylskyi became volunteers for
the Ukrainian Red Cross Society (URCS). They were eager to help the thousands of Ukrainian
citizens suffering from the economic crisis and fleeing the war in the east. The last thing they
expected to encounter was large-scale corruption.
The volunteers were shocked when they saw that people were being asked for payment to
receive basic humanitarian aid or to join first aid courses, which should have been provided for
free.
The volunteers did not want to remain silent and approached Transparency International Ukraine
for help. TI Ukraine’s lawyer investigated the allegations, contacted the URCS directly and verified
the facts. Law enforcement bodies and the Ministry of Health were alerted and TI Ukraine also
went public with the case.
Different entities were audited as a result, and the State Audit Service of Ukraine revealed that the
URCS received 252.3 million hryvnias (equivalent to approximately 9.8 million US Dollarsxxv) of
government funds from the Ministry of Healthcare, but URCS did not provide any healthcare
services for this. Investigations are still on-going.xxvi

BARRIERS PREVENTING MORE VICTIMS FROM SPEAKING
OUT
A key way for citizens to help stop corruption is by stepping forward and speaking out when they see
or experience corruption in their lives. Disclosures by whistleblowers and citizens are one of the
most effective ways to uncover and address corruption and other malpractice.
Despite a substantial minority of citizens in our survey saying that in theory reporting is the most
effective thing that people can do to fight corruption, we find that rarely in practice do people actually
report their experiences of bribery. Less than one in five who say they paid a bribe in the last 12
months actually reported it to the authorities (19 per cent).
Reporting rates are particularly low in Greece, Latvia, Lithuania, Armenia, Azerbaijan and Belarus,
where fewer than one in 10 of those who had paid a bribe subsequently reported it. We decided to
explore the barriers that prevent more people from coming forward to report corruption so that we
could help devise strategies to overcome them.

Fear is the main reason people don’t report
Worryingly, the most common reason people don’t report corruption is that they are afraid of the
consequences (30 per cent). This demonstrates that fear of retaliation or a negative backlash (such
as losing one’s job) is a major barrier to more people from coming forward. This is the main reason
cited by people in all three regions. In France, Switzerland, Portugal and the Netherlands a half or
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more respondents say that they think this is the main reason more people don’t report corruption
(from 50 to 56 per cent).
The second most common reason is that corruption is difficult to prove (14 per cent). Similar
proportions of people in all three regions mention this as the main barrier. A further one in eight think
that the main reason people don’t report is that nothing would be done or it wouldn’t make a
difference, suggesting a lack of trust in the effectiveness of reporting channels or that public officials
have impunity when they commit corruption offences (12 per cent).
All other reasons are cited by fewer than one in 10 respondents: only 3 per cent of respondents say
that they think most incidents of corruption are reported.

Figure 8: Perceived main reasons people don't report corruption

Q. Some people say that many incidents of corruption are never reported. Based on your experience, what do you
think is the main reason that many people do not report incidents of corruption when they occur? Base: all respondents
excluding missing responses.

Social acceptance
Our research finds that a lack of social acceptance is another barrier to more people reporting
corruption. Through the survey, we ask whether people agree that in their society it is generally
acceptable for people to report a case of corruption they have witnessed.
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Only two in five respondents in each of the three regions agreed with the statement. The EU+ has
the highest level of social acceptance with 45 per cent agreeing; this falls to under a third (31 per
cent) in the accession countries and to just over a quarter (27 per cent) in the CIS.
Citizens in France and Portugal are the most likely to think that it is socially acceptable to report a
case of corruption (74 per cent and 78 per cent respectively), with around three quarters or more
agreeing; while in Montenegro, Belarus, Ukraine, Hungary, Croatia, Bulgaria, Lithuania, Armenia,
Russia and Bosnia & Herzegovina people are far less likely to agree (from 10 to 17 per cent).

Figure 9: Perceptions of the social acceptance of reporting corruption
Results by region.

Q. Please tell me whether you agree or disagree with the following statement: "In our society it is generally acceptable
for people to report a case of corruption they witness". Base: all respondents, excluding missing responses. "Strongly
agree" and "agree" combined. "Neither", "disagree", "strongly disagree" and "don't know" not shown for ease of
comparison.

Lack of empowerment
With the survey, we ask to what extent respondents feel that ordinary people can make a difference
in the fight against corruption in their country. The results show a worrying lack of empowerment
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across Europe and Central Asia. In all three regions less than a half of citizens say that they feel
they can make a difference.
Citizens in the EU+ are the most likely to say that they are able to act against corruption, yet even
there on average less than a half of citizens agree (47 per cent). In the accession countries, this falls
to just over two in five people (43 per cent) feeling empowered and to less than a third for people
living in the CIS (31 per cent).
The results show that countries where people feel less empowered are generally characterized by
higher levels of bribery and lower levels of social acceptance for reporting corruption. This suggests
that increased government attention to reduce public sector graft and an improvement of the
effectiveness and confidentiality of reporting channels could increase feelings of empowerment and
public willingness to engage in anti-corruption activities.
We also find a relationship between a country’s state of civil liberties and how empowered its
citizens feel at fighting corruption. Freedom House categorises countries and territories as “free”,
“partly free” or “not free”, depending on its political rights and civil liberties rating.xxvii In “Free” states
on average 45 per cent of citizens say that they feel empowered to fight corruption; in “Partly Free”
states this falls to 40 per cent; and in “Not Free” states only 27 per cent feel empowered.
While further analysis is needed to explore the complex relationship between democracy,
accountability, human rights and citizen empowerment, our initial findings suggest that the
engagement of citizens in anti-corruption activities is unlikely to increase unless there are further
improvements in political rights and civil liberties particularly in the authoritarian countries of Europe
and Central Asia.

What happens to whistleblowers?
When Andrea Franzoso was conducting a routine audit of the Italian railway company he was
working for, he discovered that embezzlement and fraud went right to the very top – the president
was siphoning off thousands of euros in public funds from the company accounts.xxviii But when he
spoke out about what he had found, rather than being rewarded for his courage, he was shunned
by his co-workers and moved from the audit unit to another office. He took his company to court,
asking for the restoration of his position, but he lost because there is no whistleblower protection
in Italy.
Unfortunately, this is an experience shared by other reporters of corruption. In our survey, of the
respondents who had reported bribery to the authorities, nearly two in five say that they
experienced some negative consequences as a result and only a third say that the authorities
actually took any action against the perpetrator. When the social barriers to reporting are so high
and the consequences for whistleblowers so severe, while at the same time there is scant
evidence of positive redress in corruption cases, it remains a real challenge to encourage people
to come forward and report corruption.
But, Andrea Franzoso’s story did not end there. He exposed his findings to Transparency
International Italy and to the police, which led to the company’s president stepping down and the
courts opening a file to look into the case.xxix
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IN FOCUS: EU MEMBER STATES
In this section, we focus on the results from the EU member states (not including those from
Greenland or Switzerland) to see how countries are performing compared with their neighbours.
We look at the results from three key questions:




How well or badly is the government judged at fighting corruption?
Is it seen as socially acceptable to report a case of corruption?
What proportions of households paid a bribe in the last 12 months?

RATINGS OF MEMBER STATES’ ANTI-CORRUPTION
EFFORTS
Figure 10: Perceptions government actions to fight corruption
Results by country.
In 14 of the 20 member
states where we have
robust data, over a half of
citizens rate their
government badly at
fighting corruption risks in
the public sector.
Estonia, Portugal and
Sweden are the least
likely to give their
governments a negative
rating on this indicator:
fewer than two in five rate
their government badly.
Spain, Slovenia, Latvia,
Lithuania and Italy were
the most critical countries
of all the EU member
states. More than seven
in ten say that their
government is doing a bad job at fighting corruption in government.
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LOW SOCIAL ACCEPTANCE FOR REPORTING IN THE EU
Ensuring that witnesses and victims come forward to report cases of bribery or corruption is
essential to ensuring more public officials are held to account for their actions. However, it appears
that in many countries there is a lack of social acceptance for reporting cases of corruption.
In only five of the member states did a substantial majority of respondents say that it is socially
acceptable: Portugal, Germany, Italy, the UK, Sweden and France (from 63 to 74 per cent).
There is a large difference in results between EU members who joined before 2004 and those who
joined in 2004 or later. In the older member states, 58 per cent of citizens feel it is socially
acceptable, but this falls to just 31 per cent among the newer members.
In Lithuania, Bulgaria, Croatia and Hungary, only around 15 per cent of citizens think it is acceptable
to report corruption.

BRIBERY
Most EU member states in the survey have very low bribery rates of one in 20 or fewer households
paying a bribe in the past 12 months.
However, there are still a number of member states – notably Hungary, Lithuania and Romania (all
of which are new member states) – that have not yet successfully rid their public services of petty
corruption, with a substantial number of households reporting that they have paid a bribe (from 22 to
29 per cent).
Since the 2013 survey, Romania’s bribery rate has increased and it has overtaken Lithuania to
achieve the highest bribery rate of the member states surveyed. Lithuania’s bribery rate has hardly
changed.

Figure 11: Rates of bribery
Results by country.
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CONCLUSION
This edition of the Global Corruption Barometer focuses on the results from Europe and Central Asia
derived from surveys with nearly 60,000 citizens in 42 countries. Our scorecard on the following
page summarises the anti-corruption performance of these countries as judged by their own
citizens. It is based on the responses to the survey on the key indicators of (1) the perceived
importance of the corruption problem, (2) the perceived performance of governments in addressing
corruption, (3) the perceived levels of corruption among members of parliament, (4) the prevalence
of bribery and (5) the perceived acceptance of reporting.
The scorecard clearly demonstrates the extent of the problem. Across Europe and Central Asia,
mediocre or poor ratings dominate: over a half of ratings are poor, just over a quarter are mediocre
and fewer than one in five are positive. The poorest rated area of the scorecard is the anti-corruption
performance of governments, where only one country – Switzerland – achieves a positive score and
only seven receive a mediocre rating.
Overall, according to the views of their citizens Germany and Sweden do the best, with the largest
number of positive ratings across the key corruption questions in the survey. Switzerland and the
Netherlands follow with positive or mediocre ratings across the key questions in the survey. In
these countries, not many people think that corruption is one of the biggest problems facing their
country and members of parliament are perceived to be fairly clean. In Switzerland and the
Netherlands the mediocre rating of citizens on how socially acceptable it is to report suggests an
area for improvement.
At the other end of the scale, Armenia, Bosnia & Herzegovina, Lithuania, Moldova, Russia,
Serbia and Ukraine are the worst performing countries in Europe and Central Asia, according to
their own citizens. They received bad ratings across all the key corruption questions, suggesting real
and serious corruption challenges in these countries, which urgently need to be addressed. These
countries are marked by high perceptions of corruption among members of parliament, high bribery
rates and a negative social environment for engaging in anti-corruption actions.
The results from other countries show a mixed picture of positive, mediocre and negative ratings –
which in part reflect the varied nature of the corruption challenges across the region. In some of
these countries, like Azerbaijan, the bribery rate is very high, but only around a third of people think
that corruption is one of the biggest problems for the government to focus on. Other countries such
as Spain have very low bribery rates, but two thirds think that it is one of Spain’s biggest problems.
There are a number of barriers to engaging more citizens in anti-corruption. Many people are afraid
of the negative consequences of blowing the whistle on graft; and indeed, this seems justified, as a
substantial proportion of people report suffering as a consequence of reporting corruption. High
bribery rates, lack of social acceptance for reporting and an absence of political and civil rights all
contribute to a lack of willingness to engage in anti-corruption activities.
New lobbying rules, whistleblower protection and actions to address public sector graft are hugely
important, but real change will not happen until there is a clear commitment from all levels of
government, the private sector and civil society working together to address corruption.
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Overview of Corruption
– A Citizen Scorecard
The anti-corruption performance of the
government and the country’s corruption
risks are rated by citizens as:
Negative/High risk
Mediocre/Medium risk

This infographic summarises the country results for five key corruption
questions presented in this report. For each question, countries are
categorised as either red, amber or green depending on how positively or
negatively respondents from that country responded. Countries are ordered
from those who score the best according to their citizens to those who
score the worst. See the methodology note for the full description of how
the colours are assigned.

Positive/Low risk

Country

Is corruption one of the
biggest problems facing
the country?

How is the

government doing at
fighting corruption?

How corrupt
are MPs?

How many people
paid a bribe?

Is it socially
acceptable to report
corruption?

Germany
Sweden
Switzerland
Netherlands
Georgia
Belgium
France
Portugal
UK
Estonia
EU+
Greenland
Italy
Poland
Spain
Turkey

These groupings are meant to be indicative, and regionally contextual. It is important to keep in mind that they are based on the subjective
perceptions and experiences of citizens in each country rather than on an assessment against a common objective benchmark.
* is used where there was high levels of don’t know responses or when the question was not asked in that country.

Country

Cyprus
Greece
Azerbaijan
Albania
Belarus
Czech Rep.
Latvia
Slovenia
Montenegro
FYR Macedonia
Kosovo
Kazakhstan
Bulgaria
Croatia
Commonwealth
of Independent States

Hungary
Kyrgyz Rep.
Romania
Slovak Rep.
Armenia
Accession Countries
Bosnia and
Herzegovina

Lithuania
Moldova
Russia
Serbia
Ukraine

Is corruption one of the
biggest problems facing
the country?

How is the

government doing at
fighting corruption?

How corrupt
are MPs?

How many people
paid a bribe?

Is it socially
acceptable to report
corruption?

METHODOLOGY NOTE
Two research companies organised the implementation of the Global Corruption Barometer 2016
question module in the Europe and Central Asia region. TNS Opinion (from September 2016 trading
as Kantar Public Brussels) collected data for the module using face to face interviews. Efficience3
was responsible for the interviews conducted over the telephone.
TNS Opinion collected the data using face to face household interviews with Computer Assisted
Personal Interviewing (CAPI). A random probability stratified clustered sample was designed in each
project country. The sample was stratified by regions and by level of urbanisation. Households were
selected at random, either with prior enumeration using random walk, or using existing registers.
The respondent was selected at random from all adults in the household.
Efficience3 organised the implementation of the survey using Computer Assisted Telephone
Interviews (CATI). Random digital dialling was using to randomly select households and
respondents were selected at random from all adults in the household. Both landline telephones and
mobile phones were selected for interviewing. Samples were stratified across all regions in the
country according to population size.

MODE EFFECTS
The report presents the results obtained using two different modes of data collection and may be
prone to mode effects, in terms of sampling, the selection of respondents and the propensity to
respond using different modes of data collection.
The questions highlighted in the report were asked as part of a longer interview on related topics in
the face to face data collection.

WEIGHTING
The survey samples were selected and weighted to be nationally representative of all adults aged
18 and above living in each country/territory. The results have margins of sampling error of a
maximum +/–2.6 percentage points (for a sample of 1,500) and +/–3.1 percentage points (for a
sample of 1,000) for dichotomous questions (for example, yes or no) at a 95 per cent confidence
level.
In addition an extra weight is applied so that the sample sizes for each country/territory are equal.
The overall results for Europe and Central Asia and for the three regions are equivalent to an
average of the countries surveyed.
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EU+

Place

Organisation

Methodology

Fieldwork start
date

Fieldwork end date

Sample
size

Belgium

Efficience3

CATI

04/01/2016

15/03/2016

1006

Bulgaria

TNS

Face to face

11/12/2015

01/02/2016

1500

Croatia

TNS

Face to face

31/12/2015

21/02/2016

1503

Face to face

05/12/2015

14/02/2016

1500

05/05/2016

1532

Cyprus

TNS

Czech Rep.

TNS

Face to face

11/01/2016

Estonia

TNS

Face to face

19/12/2015

15/02/2016

1503

France

Efficience3

CATI

11/12/2015

29/12/2015

1003

Face to face

06/01/2016

23/02/2016

1500

18/02/2016

1503

Germany

TNS

Greece

TNS

Face to face

18/11/2015

Greenland

Efficience3

CATI

08/01/2016

17/02/2016

510

Hungary

TNS

Face to face

01/02/2016

08/05/2016

1501

Face to face

13/01/2016

01/03/2016

1501

14/03/2016

1500

Italy

TNS

Latvia

TNS

Face to face

19/12/2015

Lithuania

TNS

Face to face

04/12/2015

29/01/2016

1501

Netherlands

Efficience3

CATI

06/01/2016

19/02/2016

1000

Face to face

11/01/2016

27/02/2016

1500

26/01/2016

1008

Poland

TNS

Portugal

Efficience3

CATI

18/12/2015 p

Romania

TNS

Face to face

02/02/2016

01/04/2016

1512

Slovak Rep.

TNS

Face to face

06/12/2015

01/05/2016

1544

Face to face

09/12/2015

23/05/2016

1501

22/12/2015

1000

Slovenia

TNS

Spain

Efficience3

CATI

15/12/2015

Sweden

Efficience3

CATI

16/12/2015 p

27/01/2016

1000

Switzerland

Efficience3

CATI

04/01/2016

19/01/2016

1000

Efficience3

CATI

15/12/2015 p

28/01/2016

1004

Place

Organisation

Methodology

Fieldwork start
date

Fieldwork end date

Sample
size

Albania

TNS

Face to face

30/01/2016

02/03/2016

1500

Face to face

16/12/2015

10/02/2016

1499

01/03/2016

1500

02/03/2016

1500

United Kingdom

Accession countries

Bosnia & Herzegovina

TNS

FYR Macedonia

TNS

Face to face

06/12/2015

Kosovo

TNS

Face to face

12/12/2015
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Montenegro

TNS

Face to face

28/11/2015

07/03/2016

1503

Serbia

TNS

Face to face

26/11/2015

25/02/2016

1508

Face to face

09/01/2016

27/02/2016

1500

Turkey

TNS

The Commonwealth of Independent States

Place

Organisation

Methodology

Fieldwork start
date

Fieldwork end date

Sample
size

Armenia

TNS

Face to face

28/12/2015

02/05/2016

1527

Azerbaijan

TNS

Face to face

15/04/2016

08/06/2016

1510

Face to face

02/04/2016

22/05/2016

1504

30/05/2016

1508

Belarus

TNS

Georgia

TNS

Face to face

20/02/2016

Kazakhstan

TNS

Face to face

01/03/2016

19/05/2016

1505

Kyrgyz Rep.

TNS

Face to face

01/04/2016

23/05/2016

1500

Face to face

13/03/2016

26/05/2016

1512

21/04/2016

1507

Moldova

TNS

Russia

TNS

Face to face

21/01/2016

Tajikistan

TNS

Face to face

16/01/2016

15/02/2016

1510

Ukraine

TNS

Face to face

24/02/2016

26/05/2016

1507

Face to face

02/07/2016

20/07/2016

1506

Uzbekistan

TNS

P denotes a start date from the initial pilot tests.

CITIZENS’ CORRUPTION SCORECARD RATINGS
1.

Three biggest problems

The scores are based on the percentage of respondents who said that “corruption/bribery” was one
of the three biggest problems that government should address.



2.

Green: fewer than 15 per cent.
Amber: from 15 per cent up to 35 per cent.
Red: 35 per cent or more.

How the government is handling the fight against corruption

The scores are based on the percentage of respondents who rate their government as doing either
“Very badly” or “Fairly badly” at fighting corruption in government. The results were rebased to
exclude don’t know responses.
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Green: fewer than 40 per cent “very badly” or “fairly badly”.
Amber: from 40 per cent up to 60 per cent “very badly” or “fairly badly”.
Red: 60 per cent or more “very badly” or “fairly badly”.
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3.

How corrupt members of parliament are perceived to be

Each score is based on a simple average of the percentage of the population who say that “most” or
“all” members of parliament are corrupt. The results were rebased to exclude don’t know responses.




4.

Green: fewer than 20 per cent.
Amber: from 20 per cent up to 40 per cent.
Red: 40 per cent or more.

Bribery rate

The scores are based on the percentage of people who say that they paid a bribe to at least one of
the eight public services mentioned in the 12 months prior to the survey: public medical care; public
schools (either vocational, or primary and secondary); official documents; unemployment benefits;
other social security benefits; the police; or the courts. The results exclude those who say that they
did not come into contact with any of these services in the previous 12 months.



5.

Green: fewer than 10 per cent paid a bribe.
Amber: from 10 per cent up to 20 per cent paid a bribe.
Red: 20 per cent or more paid a bribe.

Social acceptance

The results are based on the percentage of people who either “strongly agree” or “agree” with the
statement “In our society it is generally acceptable for people to report a case of corruption they
witness”. The results were rebased to exclude don’t know responses.




Green: 60 per cent or more “strongly agree” or “agree”.
Amber: from 40 per cent up to 60 per cent “strongly agree” or “agree”.
Red: fewer than 40 per cent “strongly agree” or “agree”.
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NOTES
i

C. Ziller and T. Schübel, “’The pure people’ versus ‘the corrupt elite’? Political corruption, political trust and the
success of radical right parties in Europe”, Journal of Elections, Public Opinion and Parties, 25(3), 2016: 368–386.
ii Jones, S. “Spanish politicians in court over corruption case billed as trial of the year”, Guardian, 4 October 2016.
https://www.theguardian.com/world/2016/oct/04/spanish-politicians-court-corruption-case-trial-year
iii Rankin, J., “EU petition on Barroso's Goldman Sachs job signed by more than 150,000”, Guardian, 11 October 2016.
https://www.theguardian.com/business/2016/oct/11/eu-petition-on-barroso-goldman-sachs-job-signed-by-150000
iv For this regional edition of the survey, we spoke to 58,238 people living in 42 countries and territories across Europe
and Central Asia. The survey was conducted either face to face or by telephone, with nationally representative samples
in each country. The fieldwork took place between December 2015 and July 2016. Please see the Methodology section
on page 32 for a full explanation.
v The term citizen is used in our report for ease of reporting to refer to the respondents surveyed.
vi In this report, we use EU countries to include only European Union member states. In some sections of the report,
Greenland and Switzerland are analysed collectively with EU member states. When this is the case we use the
abbreviation EU+.
vii The bribery questions were not asked in Belgium, France, the Netherlands, Sweden and the UK due to funding
constraints. The EU average uses the results taken from the 2014 Eurobarometer survey for these countries. The
bribery questions were also not asked in Switzerland or Greenland, but unfortunately no comparable data source could
be found so bribery results for these two areas are not included in this report.
viii Transparency International, Lobbying in Europe: Hidden Influence, Privileged Access (Berlin: Transparency
International, 2015).
https://issuu.com/transparencyinternational/docs/2015_lobbyingineurope_en?e=2496456/12316229
ix Transparency International, Whistleblowing in Europe: Legal Protections for Whistleblowers in the EU (Berlin:
Transparency International, 2013).
http://www.transparency.org/whatwedo/publication/whistleblowing_in_europe_legal_protections_for_whistleblowers_in
_the_eu
x Ibid.
xi Transparency International, Global Corruption Barometer 2013 (Berlin: Transparency International, 2013). The three
groups with the highest perceived levels of corruption in Europe and Central Asia in the 2013 survey were “political
parties”, “the parliament” and “public officials”. http://www.transparency.org/gcb2013/report
xii This question was not asked in Uzbekistan. The results from Tajikistan are not included in this average due to ongoing assessment of the data. The results from Tajikistan are not included in this average due to on-going assessment
of the data.
xiii This question was not asked in Uzbekistan.
xiv Due to the high level of “don’t know” responses, of more than 40 per cent, the results for Georgia, Estonia,
Azerbaijan, Montenegro, Kazakhstan, Lithuania and Russia are not shown.
xv Due to the high level of “don’t know” responses, of more than 40 per cent, the results for Azerbaijan, Germany and
Poland are not shown. The results from Tajikistan are not included in this chart or in any analysis of this question, due
to an on-going assessment of the data.
xvi This question was not asked in Uzbekistan.
xvii Transparency International, 2015.
xviii Ibid.
xix Ibid.
xx The bribery module was not asked in the following countries: France, the UK, the Netherlands, Sweden,
Switzerland, Greenland and Belgium due to funding constraints. For France, the UK, the Netherlands, Sweden and
Belgium the bribery rate used in this report is taken from the 2014 Eurobarometer survey results.
xxi The overall contact rate for the three regions is 77 per cent in the EU, 65 per cent in the accession countries and 63
per cent in the CIS.
xxii The average for the EU includes a bribery rate for the UK (0 per cent), France (2 per cent), the Netherlands (2 per
cent), Sweden (1 per cent) and Belgium (3 per cent) using the 2014 Eurobarometer survey.
xxiii The overall contact rates for each service were: road police 19 per cent, official documents 22 per cent, civil courts
4 per cent, primary or secondary education 17 per cent, vocational education 9 per cent, medical treatment 57 per cent,
unemployment benefits 6 per cent, other social benefits 8 per cent.
xxiv This question was not asked in Uzbekistan.
xxv Currency conversion as per November 2017
xxvi Transparency International Ukraine. http://ti-ukraine.org/en/news/oficial/6363.html
xxvii See: https://freedomhouse.org/report/freedom-world-2016/methodology
xxviii See: http://blog.transparency.org/2016/05/06/lets-celebrate-whistleblowers-a-case-from-italy/
xxix See: http://blog.transparency.org/2016/05/06/lets-celebrate-whistleblowers-a-case-from-italy/
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EXECUTIVE SUMMARY
In many countries you can pay off police officers to ignore any crime, however
horrific and devastating – it’s just a matter of price. In Zimbabwe a nine-year old
girl was raped on her way to school by a man who infected her with HIV. The
police initially arrested her attacker, but then released him in secret. The reason:
he paid a bribe. At Transparency International we hear stories like this every day.
That is why we publish research on what people say are the biggest sources of corruption in their
lives, so that we can raise awareness of the scale of graft and to drive anti-corruption work to stop it.
For the latest African edition of the Global Corruption Barometer, we partnered with the
Afrobarometer, which spoke to 43,143 respondents across 28 countries in Sub-Saharan Africa
between March 2014 and September 2015 to ask them about their experiences and perceptions of
corruption in their country.1
Shockingly, we estimate that nearly 75 million people2 have paid a bribe in the past year – some of
these to escape punishment by the police or courts, but many also forced to pay to get access to the
basic services that they desperately need. A majority of Africans3 perceive corruption to be on the
rise and think that their government is failing in its efforts to fight corruption; and many also feel
disempowered as regards to taking action against corruption. In Sierra Leone, Nigeria, Liberia and
Ghanai citizens are the most negative about the scale of corruption in their country.
However, the results also highlight that there are a small number of countries in the region that are
seen as doing quite well in addressing the scourge of corruption – where only a few people have to
pay bribes or where citizens feel that they can contribute to stopping corruption. Citizens in
Botswana, Lesotho, Senegal and Burkina Faso tend to have the most positive views compared with
citizens from other countries in the region.
The main finding of this report is that there is a clear disparity between a few strong performing
countries in regard to anti-corruption and the many weak performers on anti-corruption across the
continent. This finding contains both a hopeful message, that addressing corruption is indeed
possible, as well as a disappointing message, as most African countries have failed to make
headway in stemming the tide of corruption. As corruption can be a major hindrance for
development and economic growth, and as it weakens people’s trust in government and the
accountability of public institutions, this report calls on governments to act against the corruption
which exists in their country.
1

The Afrobarometer conducted the survey in 36 countries in total across the Africa region. Only the results from the
following Sub-Saharan African countries are included in this report: Benin, Botswana, Burkina Faso, Burundi,
Cameroon, Cape Verde, Cote d’Ivoire, Ghana, Guinea, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali, Mauritius,
Namibia, Niger, Nigeria, Senegal, Sierra Leone, South Africa, Swaziland, Tanzania, Togo, Uganda, Zambia and
Zimbabwe. Results from North African countries will be included in a separate Middle East and North Africa report and
results from three Sub-Saharan African countries – Mozambique, Gabon and São Tomé and Príncipe – had not been
finalised when this report was being published but will be included in subsequent global releases of the results. The
survey was carried out face to face. In each country the survey was sampled and weighted to be nationally
representative of the adult population aged 18+. A full description of the methodology is contained in the annex.
2
This estimate is made based on the approximate total number of adults aged 18+ living in each of the surveyed
countries according to the most recent census or other available population data. See methodology for full details.
3
For the sake of readability, we use the terms “Africans” or “Africa” or “continent” even though the report includes only
Sub-Saharan countries.
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KEY FINDINGS
The main findings of this report are as follows:
1.

CORRUPTION SEEN TO BE ON THE RISE
The majority of Africans (58%) say that corruption has increased over the past year. This is
particularly the case in South Africa where more than four-in-five citizens (83%) say they
have seen corruption rise recently.

2.

MOST GOVERNMENTS ARE FAILING TO MEET CITIZENS’ EXPECTATIONS IN
REGARD TO FIGHTING CORRUPTION
There is no government which is rated positively on its anti-corruption efforts by a clear
majority of its citizens. On the contrary, 18 out of 28 governments are seen as fully failing to
address corruption by a large majority.

3.

POLICE AND PRIVATE SECTOR PERCEIVED AS MOST CORRUPT
The survey asked how much corruption there was in 10 key institutions and groups in
society. Across the region, the police and business executives are seen to have the highest
levels of corruption. While the police have regularly been rated as highly corrupt, the
strongly negative assessment of business executives is new compared to previous
Transparency International Global Corruption Barometer (GCB) survey rounds.ii

4.

BRIBERY AFFECTS MORE THAN ONE-IN-FIVE AFRICANSiii, AND
DISPROPORTIONALLY AFFECTS THE POOR IN URBAN AREAS
22 per cent of people that have come into contact with a public service in the past 12
months in Sub-Saharan Africa have paid a bribe, but the situation is worst in Liberia where
nearly seven-in-ten paid a bribe. Across the continent, poor people are twice as likely as
rich people to have paid a bribe, and in urban areas they are even more likely to pay
bribes.iv

5.

POLICE AND THE COURTS HAVE THE HIGHEST RATE OF BRIBERY
Out of six key public services, people who come into contact with the police and the courts
are the most likely to have paid a bribe. This is consistent with previous Transparency
International surveys and highlights the lack of progress made in addressing bribery in
these two institutions, which are crucial for citizen security and the rule of law.

6.

MANY PEOPLE FEEL UNABLE TO CONTRIBUTE TO HELPING FIGHT CORRUPTION
People in the region are divided as to whether ordinary people can make a difference in the
fight against corruption – just over half of people think that they can (53 per cent), while 38
per cent think they cannot. Reporting incidences when they occur, or saying no when asked
to pay a bribe, are seen as the most effective things people can do. However, only roughly
one-in-ten people who paid a bribe actually reported it.

7.

DESPITE THIS, TURNING BACK CORRUPTION IS POSSIBLE
There are a few countries in which citizens see low levels of corruption in their public
institutions and see corruption as on the wane in their own country. The views of citizens in
Botswana, Lesotho, Senegal and Burkina Faso are particularly favourable.
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RECOMMENDATIONS
CORRUPTION SEEN TO BE ON THE RISE
•

•

•

Governments must finally deliver on their anti-corruption commitments made globally (the
UN Convention against Corruption) and regionally (the African Union Convention on
Combating Corruption).
UN Convention signatory countries must actively support and use the results of the next
Convention review cycle, which will look at related policies to prevent corruption and
support asset recovery.
The African Union and its members must provide the political will and financing needed to
implement the review mechanism established for its anti-corruption convention.

MOST GOVERNMENTS ARE FAILING TO MEET CITIZENS’ EXPECTATIONS IN REGARD TO
FIGHTING CORRUPTION
•

•
•

Governments must end impunity in their countries – whether in government, companies or
organisations – by effectively investigating and prosecuting cases and eliminating the
abuse of political immunity.
Governments must strengthen and enforce legislation on politically-exposed persons and
anti-money laundering to curb the high volume of illicit flows from the continent.
Governments must end the secrecy around who owns and controls companies and other
arrangements which enable collusion, self-dealing or deception in government processes,
such as procurement.

POLICE AND PRIVATE SECTOR PERCEIVED AS MOST CORRUPT
•

•

Governments must show a sustained and deep commitment to acting on police corruption
at all levels by promoting reforms that combine punitive measures with structural changes
over the short- and medium-term.v
Companies need to transparently report their operations, activities and revenues on a
country-by-country basis to build public trust and dispel perceptions of corruption.

BRIBERY AFFECTS MORE THAN ONE-IN-FIVE AFRICANS, AND DISPROPORTIONALLY
AFFECTS THE POOR IN URBAN AREAS
•

Governments must effectively include anti-corruption measures and metrics as part of
implementing and tracking progress on their Sustainable Development Goals (SDGs)
strategies.

POLICE AND THE COURTS HAVE THE HIGHEST RATE OF BRIBERY
•

Governments must invest in measures to strengthen access to justice and the rule of law in
their countries, such as ensuring an objective and transparent process for appointing
judges, protections for judicial salaries and working conditions, and clear criteria for case
assignment.

MANY PEOPLE FEEL UNABLE TO CONTRIBUTE TO HELPING FIGHT CORRUPTION
•
•

4

Governments must create safe and effective conditions for the involvement of civil society in
anti-corruption efforts, including their de jure and de facto operational and physical freedom.
Governments must establish right to information and whistle-blower protection legislation to
facilitate the role of civil society in making public institutions more transparent, accountable
and corruption-free.
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THE STATE OF CORRUPTION IN
AFRICA – CITIZENS’ VIEWS
The Global Corruption Barometer seeks to put citizens’ views front and centre in
the corruption debate, and to make governments aware of what their citizens think
of their actions in regard to fighting corruption. The survey, which was conducted
by the Afrobarometer, found that while many Africans view corruption as being on
the rise in their own country, and believe their government is not doing well in
tackling the issue, there are a small number of countries that are seen to be quite
effective in addressing public sector graft.

UP OR DOWN? HOW IS THE LEVEL OF NATIONAL
CORRUPTION SEEN AS CHANGING OVER TIME?
The survey asked people how they thought corruption in their country had changed over the past
year4 – whether it had increased, decreased or stayed the same – so that we could identify the
corruption trend across the continent.
Across the region the survey found that the majority of citizens believe that corruption is on the rise.
Over half of people (58 per cent) say that they think corruption has increased either somewhat or a
great deal over the past year in their own country, while just under a quarter (22 per cent) think that
it has decreased, and just 14 per cent think that it has stayed the same.
When comparing the results of the different countries that were surveyed, people living in South
Africa, Ghana and Nigeriavi were the most likely to say that they think corruption has risen in the 12
months prior to when the survey was conducted. In these countries three-quarters or more of
respondents said corruption has increased either somewhat or a lot. The three countries which had
the smallest proportion of citizens saying corruption has risen were Burkina Faso, Cote D’Ivoire and
Mali – less than one-third of respondents answered that corruption has increased in the past 12
months.

4

Respondents were asked “has the level of corruption in this country increased, decreased, or stayed the same?” in
the 12 months prior to when the respondent took the survey. For a full list of fieldwork dates for each country, please
see the annex.
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HOW CITIZENS IN
SUB-SAHARAN AFRICA
THINK CORRUPTION
HAS CHANGED OVER
THE LAST 12 MONTHS

Cape Verde

22%

14%

58%

…of people in Africa
think corruption
has decreased

…of people in Africa
think corruption
has stayed the same

…of people in Africa
think corruption
has increased

3 BEST PERFORMERS

3 WORST PERFORMERS

Lowest percentage saying corruption has increased

Highest percentage saying corruption has increased

Burkina Faso

28%

South Africa

83%

Mali

31%

Ghana

76%

Cote D’Ivoire

32%

Nigeria

75%

Mali
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Senegal
Burkina Faso

Guinea

Nigeria
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d’Ivoire

Sierra Leone
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Ghana
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Cameroon
Uganda

Kenya

Burundi
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The percentage of people
who say corruption has
increased a lot or somewhat
over the past 12 months.
0-20%

Zambia

Malawi

20-40%

40-60%

Zimbabwe

Namibia

Mauritius
Madagascar

Botswana

60-80%

Swaziland
80%+

Lesotho
South Africa

Q: In your opinion, over the past year, has the level of corruption in this country increased, decreased, or stayed the same?
% who say corruption had either increased somewhat or increased a lot.

POLITICIANS, PUBLIC OFFICIALS OR BUSINESS
EXECUTIVES – WHO IS SEEN AS MOST CORRUPT?
The survey asked respondents how much corruption there was in 10 different powerful groups in
their country – the political and government elite (the president’s office, members of parliament,
government officials), public officials who work at the service level (tax officials, the police, judges
and magistrates, local government councillors), and those who are not part of the public sector but
who often wield strong influence (business executives, religious leaders and traditional leaders).
Looking at the results from across the region, the police are seen as the most corrupt group across
the region, which is consistent with previous editions of the GCB. Almost half of respondents (47 per
cent) say that they thought either most or all police officers are corrupt. The police are followed by
business executives, which are seen as the second most corrupt group (42 per cent say most or all
business executives are corrupt).
Government officials and tax officials rank as the third and fourth most corrupt groups (38 per cent
and 37 per cent respectively). Judges and magistrates, members of parliament, local government
councillors and the office of the presidency all score similarly, with around a third of people saying
they are affected by high levels of corruption (between 31 and 34 per cent).
Traditional leaders and religious leaders are seen to be the least affected by corruption in the region,
although 21 per cent and 15 per cent, respectively, say that most or all of these leaders are corrupt.
FIGURE 1. HOW CORRUPT ARE DIFFERENT INSTITUTIONS AND GROUPS IN SOCIETY?

Police

47%

Business executives

42%

Government officials

38%

Tax officials

37%

Judges and magistrates

34%

Members of parliament

33%

Local government councillors

33%

Office of the presidency

31%

Traditional leaders
Religious leaders

21%
15%
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Q. How many of the following people do you think are involved in corruption, or haven’t you heard enough about them
to say? Base: All respondents, excluding missing responses. Chart shows percentage of respondents who answered
either ‘Most’ or ‘All of them’ are corrupt.

When looking at the results from each country, large proportions of citizens in Benin, Ghana, Liberia,
Nigeria and Sierra Leone think that their public sector institutions are affected by high levels of
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corruption. In these countries, on average across each of the public sector groups, 5 half of the
population or more said that they thought most or all are corrupt.
In contrast, citizens in Botswana, Cape Verde, Lesotho, Mauritius and Senegal perceive there to be
very low levels of corruption in the public sector institutions. On average, less than a quarter of
respondents said that most or all officials in these public sector institutions are corrupt.

Anti-corruption progress in Senegal
Since President Macky Sall came into office in Senegal in 2012 the country has passed a
number of positive anti-corruption reforms, which may have contributed to Senegalese
citizens being among some of the most positive in the region – with many saying corruption
is on the decline, and people perceiving low levels of corruption across the public sector.
A Ministry for the “Promotion of Good Governance Responsible for Relations with the
Institutions” has been created to promote good governance across various government
institutions and in the private sector. A National Office for the Fight against Fraud and
Corruption has also been established.vii Subsequently, in July 2013 the Government
adopted a National Strategy on Good Governance to improve the functioning of
government and to improve transparency.viii A national law was also passed in April 2014
which requires elected officials to declare their assets.ix
More recently, there have been signs of effective enforcement of the law: in March 2015
Karim Wade, former cabinet minister and son of former President Abdoulaye Wade, was
tried and convicted of illicit enrichment and sentenced to six years’ imprisonment.x

DOING WELL OR DOING BADLY? HOW AFRICANS RATE
THEIR GOVERNMENTS’ ANTI-CORRUPTION EFFORTS
Understanding how ordinary people think their government is doing in regard to addressing
corruption allows us to assess whether governments are perceived to be making the right steps and
if they are communicating these efforts effectively to their citizens.
Across the region the majority of people (64 per cent) think their government is doing a poor job at
handling corruption, suggesting greater efforts need to be taken by governments to clean up the
public sector and to punish officials for their corrupt actions. Only a third of people (32 per cent) think
that their government was doing either fairly or very well at fighting corruption.
Looking specifically at the country-level results, few governments were rated as doing particularly
well at cleaning up government. In only three countries did a slightly greater proportion of citizens

5

The public sector groups refer to the president’s office, members of parliament, government officials, tax officials, the
police, judges and magistrates and local government councillors. We took a simple average across these seven
institutions of the percentage of respondents who said most or all of them are corrupt. See the full tables of results in
the annex.
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say that their government was doing well than said they were doing badly – Botswana, Lesotho and
Senegal. 6
Many governments received very poor ratings on their achievements in stopping corruption but
citizens in Madagascar were the most critical, with nine-in-ten (90 per cent) saying their government
is doing either fairly or very badly. This result may in part be due to the revelation that as much as
40 per cent of the country's budget is lost to corruption.xi In Benin, Liberia, Nigeria, South Africa and
Zimbabwe people think poorly of their governments’ anti-corruption efforts with around four-in-five
saying that their government is doing badly.

6

In Botswana 54% answered well, 42% badly; Lesotho 47% well, 41% badly; Senegal 47% well, 46% badly
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FIGURE 2: IS THE GOVERNMENT DOING WELL OR BADLY IN FIGHTING CORRUPTION
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Q. How well or badly would you say the current government is handling the following matters, or haven’t you heard
enough to say? “Fighting corruption in government”. Base: all respondents, excluding missing responses.
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BRIBERY– WHAT SERVICES DO
AFRICANS PAY BRIBES FOR?
Through their contact with public services citizens are being exposed to corruption
risks in their daily lives. Nearly 75 million people across the region are estimated to
have paid a bribe during the last 12 months but in some countries bribery is far
more rampant than in others. Unfortunately it is those who are meant to be
upholding the law – the police and courts – who seem to be the most likely to be
involved in bribery, and those who are the poorest in society who are the most
likely to have to pay.

HOW MANY PEOPLE PAID BRIBES?
The survey asked people whether they had come into contact with six key public services – public
schools, public healthcare, the police, courts, for official documents or for utilities – in the previous
12 months. For those who had come into contact with these services, they were asked whether they
had paid a bribe, given a gift or provided a favour in order to get the services they needed.7
The results show that while there is a big problem with bribery in the region, it is not an endemic
feature across the continent, with a small number of countries reporting very low rates of bribery.8
Across the region 22 per cent of people who came into contact with at least one of the six public
services in the past 12 months admitted that they paid a bribe. When extrapolating the proportion of
bribe payers in each of the surveyed countries to their entire adult population, this suggests that
nearly 75 million Africans have paid a bribe. Many people pay bribes on numerous occasions for
their public services, making this practice even more of a burden on citizens: the majority of bribepayers (62 per cent) told us that they have paid bribes multiple times over the past year, either for
the same public service or for different services.
However, the risk of having to pay a bribe varies tremendously by country. Liberia has by far the
highest rate of bribery of the countries that were surveyed, with 69 per cent of people who came into
contact with at least one of these six services having paid a bribe in the past year. This is followed
7

The overall contact rates for each service were: public schools 42%, public healthcare 63%, the police 22%, courts
11%, for official documents 45% and for utilities 21%. 78% of the respondents said that they had come into contact with
at least one of the six services. Bribery rates are based on those who had come into contact with at least one of the six
services, excluding those who have missing data for all six bribery questions (weighted n= 26,310).
8
For the sake of readability we use the term “bribe” to refer to those who said that they paid a bribe, gave a gift or did a
favour for a public service. It is important to note that questionnaire changes for the Global Corruption Barometer
bribery question means that the results for previous Global Corruption Barometer surveys cannot be compared with the
findings presented here. The question was changed from asking about household to individual bribe payments, and
from any service provider to only services provided by the government. Afrobarometer question wording has also
changed to more carefully screen for contact before asking about bribe payments, so the results should also not be
compared with previous rounds of the Afrobarometer.
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by Cameroon, Nigeria and Sierra Leone which were found to have high bribery rates of between 41
and 48 per cent. Cote d’Ivoire, Ghana, Guinea, Kenya and Uganda also have bribery rates that are
far higher than the regional average.
Botswana, Mauritius and Cape Verde have the lowest bribery rates in the region, being on a par with
low bribery rate countries on other continents (such as in Europe or the USA).xii Lesotho, Senegal,
Swaziland, Namibia and South Africa also have bribery rates that are far lower than the average for
the region with less than one-in-ten saying that they paid a bribe. This demonstrates that in a
sizeable number of African countries, governments, the public sector and often also vigilant citizens
have been able to successfully prevent this problem from significantly affecting public services on an
endemic scale. Learning from these countries’ experiences of tackling bribery is key for developing
effective anti-bribery approaches that are suitable for the African region.

Corruption and the Ebola crisis
From March 2014 to November 2015, around 11,300 people have died from the Ebola
outbreak.xiii The West African countries Liberia and Sierra Leone were the worst hit. With
studies showing that corruption contributed to the slow and weak government responses to
the crisis, tackling the rampant corruption should be considered a priority, to ensure that
services can better handle such crises in the future.
The survey found that in both of these countries there are very high bribery rates and the
public sector is perceived to be affected by extensive levels of corruption compared with
many other countries in the region. High levels of corruption may have hampered these
countries’ responses to the Ebola crisis by illicitly diverting resources away from essential
healthcare services in the years preceding the crisis. Relief funds which were dispersed to
halt the spread of Ebola may also have been mismanaged, as found in an internal audit
report released by the Sierra Leonean Auditor General in February 2015.xiv
There have also been some claims that Liberians were so distrustful of their government
that they believed reports about Ebola had been fabricated to enable government
employees to enrich themselves from aid from foreign donors and to embezzle funds from
the World Health Organisation. This may have caused critical delays in the first response to
the crisis.xv
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FIGURE 3. HOW MANY PUBLIC SERVICE USERS PAID A BRIBE IN THE PAST 12 MONTHS?
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Q. And how often, if ever, did you have to pay a bribe, give a gift, or provide a favour for A. A teacher or school official?
B. A health worker or clinic or hospital staff? C. A government official in order to get the document? D. A government
official in order to receive the [utilities] services? E. A police officer? F. A judge or court official? Base for the total
bribery rate: respondents who had contact with at least one of the six public services in the past 12 months, excluding
those who have missing information for all six bribery questions. The percentages presented are for those who said
that they had paid a bribe at least once to at least one of the six services.

The following infographic summarises the key socio-demographic results of bribe payers. Those
who have not come into contract with any of the six public services has been excluded from the
analysis.
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WHO HAS TO PAY BRIBES?
Across Sub-Saharan Africa, in the past 12
months, 22% of public service users have
paid a bribe, which is equivalent to nearly
75 million people.

YOUNG VS. OLD
People younger than 55 years
are more likely to pay a bribe
for public services.

23%

13%

OF PEOPLE
AGED UNDER 55

OF PEOPLE
AGED 55+

MALE VS FEMALE

57% OF
BRIBE PAYERS
ARE MALE

PEOPLE AND CORRUPTION: AFRICA SURVEY 2015
GLOBAL CORRUPTION BAROMETER

43% OF
BRIBE PAYERS
ARE FEMALE

Males make up the
majority of bribe payers.
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URBAN VS RURAL
Urban residents are more likely to have bribed:
Public service users who live in cities and towns tend to be
slightly more likely than rural residents to have paid a bribe.
RURAL

URBAN

26%

20%

BRIBERY AFFECTS THE POOREST MOST
The poorest Africans are hit hardest by bribery:
They are twice as likely as the most affluent in the region
to have paid a bribe in the past 12 months.
PAID A BRIBE

POVERTY LEVELS
None
Low

14%

20%

24%

28%

Moderate
High

1 IN 4 OF THE POOREST PEOPLE LIVING IN RURAL AREAS
HAD TO PAY A BRIBE.
RICHEST
POOREST

16

14%

THIS ALMOST DOUBLES IN URBAN AREAS, WITH
NEARLY 2 IN 5 OF THE POOREST PEOPLE LIVING
IN CITIES AND TOWN HAVING PAID A BRIBE.
RICHEST

24%

POOREST

15%
39%
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WHAT SERVICES ARE AFFECTED BY BRIBERY?
Transparency International wanted to find out which of the six key public services are particularly
affected by bribery.9 As the services have different levels of usage (ranging from just 11 per cent of
Africans coming into contact with the courts, up to 63 per cent for public hospitals),10 the results are
based only on the responses of those who have come into contact with each service. This allows us
to find out which service puts users at most risk of paying a bribe.
The survey finds a large difference in the reported bribery rates for the various public services.
Bribery is most rampant in the courts and police force, with over a quarter of those who come into
contact with each of these services saying that they had paid a bribe (28 and 27 per cent
respectively).
When coming into contact with utilities services provided by the government (such as water and
electricity) or when asking for official documents (such as ID cards and permits), nearly one-in-five
Africans paid bribes (19 per cent and 18 per cent, respectively).
Schools and healthcare have the lowest bribery rates of the six services, although over one-in-ten
(13 per cent and 12 per cent, respectively) of the people who came into contact with these services
paid a bribe which demonstrates that this is still an unacceptable burden on many people in the
region who use these essential services.
Many users of these key public services are burdened by having to pay multiple bribes every year,
rather than just once or twice. This is especially the case for those who come into contact with public
hospitals, public utilities, police and courts – nearly half or more of the bribe-payers for these
services had to pay multiple times.

9

The bribery results are for people who came into contact with the services provided by the government, and do not
account for bribes paid for private sector providers of services such as education, healthcare or utilities.
For full details of the contact rate per service and by country see the annex.

10

PEOPLE AND CORRUPTION: AFRICA SURVEY 2015
GLOBAL CORRUPTION BAROMETER

17

FIGURE 4. SERVICE USERS WHO SAID THAT THEY HAD PAID A BRIBE
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Q. And how often, if ever, did you have to pay a bribe, give a gift, or provide a favour for A. A teacher or school official;
B. A health worker or clinic or hospital staff; C. A government official in order to get a document; D. A government
official in order to receive the [utilities] services; E. A police officer; F. A judge or court official? Base: Respondents who
had contact with each service in the past 12 months, excluding missing responses.

The following infographic shows the bribery rates for each service by country, which makes it
possible to identify which services in a specific country have done well at preventing bribery and
which are doing poorly. The larger the circle, the higher the bribery rate for that service.
Looking at the country-level bribery rates for the different services, the results show that all six
services are comparatively clean in Botswana, Burkina Faso, Cape Verde, Lesotho, Mauritius,
Namibia, Niger, Senegal and Swaziland, when compared with the regional averages. On the other
hand, bribery is reported as rampant across all of the public services in Cameroon, Ghana, Guinea,
Liberia, Nigeria, and Sierra Leone, where all the services have much higher bribery rates than the
regional average.
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WHAT SERVICES DO
PEOPLE PAY BRIBES FOR?
Bribery rate by service; percentage
of service users who paid a bribe
in the past 12 months.

The size of the circle corresponds to
the proportion of service users who
paid a bribe.

COUNTRY

PUBLIC
SCHOOL
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PUBLIC
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16-30%
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ID, VOTER’S
CARD, PERMIT

46-60%

UTILITIES

61%+
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COURTS

Regional average
Benin
Botswana
Burkina Faso
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Cameroon
Cape Verde
Cote d’Ivoire
Ghana
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COUNTRY

PUBLIC
SCHOOL

PUBLIC
HOSPITAL

ID, VOTER’S
CARD, PERMIT

UTILITIES

POLICE

COURTS

Liberia
Madagascar
Malawi
Mali
Mauritius
Namibia
Niger
Nigeria
Senegal
Sierra Leone
South Africa
Swaziland
Tanzania
Togo
Uganda
Zambia
Zimbabwe

Q. And how often, if ever, did you have to pay a bribe, give a gift, or do a favour for A. A teacher or school official?; B. A health
worker or clinic or hospital staff; C. A government official in order to get the document?; D. A government official in order to
get the [Utilities] services?; E. A police officer?; F. A judge or court official?. Base: Respondents who had contact with each
service in the past 12 months, excluding missing responses. An asterisk (*) denotes a service which had a base size of less
than 60 respondents. These results are not shown as there are too few respondents to be considered statistically reliable.
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PEOPLE’S ACTIONS – HOW
AFRICANS WANT TO STOP
CORRUPTION
Citizens should be able to play an important role in turning the tide against
corruption – either through reporting corruption when they see it, refusing to pay
bribes, or demanding governments take action against the corruption that they see
in their country. The survey asked people across Africa whether they think that
ordinary people can indeed make a difference, and in what ways they can be most
effective at preventing graft.

CAN PEOPLE MAKE A DIFFERENCE?
Generally speaking, people are divided about the issue of whether or not ordinary people can make
a difference in fighting corruption in their country. While just over half (53 per cent) answered in the
affirmative, almost two-in-five (38 per cent) feel disempowered.
Citizens feel particularly effective as potential anti-corruption fighters in Botswana and Madagascar.
In these countries 70 per cent of more say that they think that ordinary people can make a
difference. The result from Madagascar is particularly interesting given that its citizens were the
most critical of their government’s anti-corruption performance, which suggests that although the
public perceive the authorities to be not doing enough, they still feel that they themselves could have
an impact.
The public in Nigeria and Sierra Leone feel the least empowered to help fight corruption in their own
countries, with less than two-in-five people agreeing that they can make a difference. People in
Benin, Liberia, Niger and Zimbabwe are also very pessimistic.
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FIGURE 5. CAN ORDINARY PEOPLE MAKE A DIFFERENCE IN THE FIGHT AGAINST
CORRUPTION?
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Q. Please tell me whether you agree or disagree with the following statement: ordinary people can make a difference in
the fight against corruption? Base: All respondents, excluding missing responses. “Don’t know”, refused and “neither”
answers are not displayed, for ease of comparison.

HOW PEOPLE CAN STOP CORRUPTION
The survey also asked respondents what they think would be the most effective action that people
can take in fighting corruption in their own country.
Across the region, people generally think that reporting corruption incidents is the most effective
action that people can take to tackle corruption (28 per cent). The second most popular action is to
refuse to pay bribes, which 21 per cent of people say is the most effective action to take. All other
actions were named by 5 per cent or fewer people.
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Worryingly, almost a quarter of people (23 per cent) were pessimistic about the role people can play
in their country in fighting corruption, saying that they thought there was nothing that they could do.
Despite the fact that reporting corruption is seen by citizens as the most effective anti-corruption
action, among those who have actually paid a bribe (see previous section), only one-in-ten bribepayers (12 per cent) said that s/he reported it. While this is a start, it indicates that much more
should be done to encourage people to step forward to report graft when they experience it.
To find out what lies behind these low levels of citizen reporting, the survey asked Africans what
they think is the main reason why people do not report corruption incidents. The top reasons given
were: people are afraid of the consequences (35 per cent) and that it would not make a difference
(14 per cent). Reasons indicating a lack of knowledge about how or where to report were collectively
mentioned by more than one-in-ten (13 per cent), but reasons regarding lacking resources in terms
of time or money were seen as much less relevant. Therefore, resources should be focused on
protecting those who report corruption, making existing reporting mechanisms more effective, and
awareness raising about how and where to report.
FIGURE 6. WHY PEOPLE DO NOT REPORT INCIDENCES OF CORRUPTION

35%

Afraid of the consequences

14%

It wouldn't make a difference
Corruption is normal

7%

Don't know where to report

7%

The officials are also corrupt

6%

Don't know how to report

6%
4%

Most people do report
Too difficult to prove

3%

They would implicate themselves

3%

Don't have enough time

3%
2%

It's too expensive to report
0%

10%

20%

30%

40%

50%

Q. Some people say that many incidents of corruption are never reported. Based on your experience, what do you
think is the main reason why many people do not report corruption when it occurs? Base: all respondents, excluding
missing responses. “Other”, “Don’t know” and “refused” responses not shown.
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Reporting corruption in Madagascar
In 2010 Transparency International – Initiative Madagascar set up an anti-corruption legal
advice centre to provide free support to witnesses and victims of corruption. The Centre
works closely with municipal governments, and in one municipality they have helped to
hold to account a corrupt official who was supporting illegal logging practices. xvi
In this case a local committee initially used official reporting mechanisms to inform a forest
ranger and the police that trees were being felled in the area to make charcoal without the
proper permits – a practice that had cause a local spring to dry up, leaving five local
villages without their main source of drinking water. However, the charcoal that was seized
as evidence for the case disappeared.
The committee then turned to the anti-corruption legal advice centre, which helped support
them in filing a complaint with the ministry of forestry. The forest ranger was dismissed as a
result.
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CONCLUSION – HOW AFRICAN
COUNTRIES MEASURE UP
This report has presented the findings from the latest edition of the GCB in Africa. Transparency
International partnered with the Afrobarometer, who spoke to 43,143 people in 28 countries across
the Sub-Saharan African region to understand public experiences and perceptions of corruption, and
to put the views of ordinary people at the centre of corruption debates.
Overall, the results present a bleak picture, with many Africans critical about the state of corruption
in their country. Looking at the corruption scorecard on the next page, only a very few countries are
rated green (positive) on any of the measures. Citizens across the continent clearly differ in how
serious they deem the extent of the corruption challenge to be, with those in Botswana, Lesotho,
Senegal and Burkina Faso giving more positive responses about the state of corruption in their
country, while those in Sierra Leone, Nigeria, Liberia, and Ghana hold deeply negative views. In
between these two extremes other countries are experiencing specific corruption challenges, such
as high prevalence of bribery (for example in Cameroon or Cote d’Ivoire) or extremely negative
assessments of the government’s anti-corruption efforts (for example in Benin, Madagascar, South
Africa and Zimbabwe).
Across Africa the survey showed that it is the poorest people who are hardest hit by corruption as
they are almost twice as likely to pay a bribe compared with more affluent Africans. Public sector
graft presents an unacceptable burden for people who are already struggling to afford basic
necessities like putting food on the table or accessing medical care. Transparency International
thinks that tackling corruption and reducing poverty go hand in hand, and wants governments across
the region, and in other parts of the world, to include accurate anti-corruption measures and metrics
as part of implementing and tracking progress on their SDGs strategies.
The region faces a serious dilemma in ridding itself of graft, because while people told us that
reporting incidents of bribery is one of the best ways to stop corruption from happening, they also
told us that many people do not report bribery because they are scared of suffering retribution and
think reporting mechanisms are ineffective. In order to effectively prevent corruption in the region
greater efforts need to be made to protect whistleblowers from retribution, improve the effectiveness
of reporting channels, and educate people about how and where they can report corruption.
Transparency International’s Advocacy and Legal Advice Centres can play an important role in
providing safe ways to bring the corrupt to justice.
The survey also demonstrated that many people are pessimistic about whether ordinary people can
make a difference. The survey comes at a time when many countries in the region have seen a
shrinking of the space in which civil society can operate and hold governments to account. It is
essential that governments create safe conditions for the effective involvement of civil society in anticorruption activities, and governments need to guarantee the operational and physical freedom of
such organisations. Future editions of the survey will monitor how public attitudes respond to
government efforts in improving their transparency and accountability to citizens.
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OVERVIEW OF CORRUPTION IN
AFRICA – A CITIZEN SCORECARD
COUNTRY

How has the level of corruption changed?

How corrupt is the
public sector?

How is the
government doing at
fighting corruption?

How many people
paid a bribe?

Do people feel
empowered to
fight corruption?

Botswana
Lesotho
Senegal
Burkina Faso
Cape Verde
Mali
Namibia
Niger
Cote d’Ivoire
Mauritius
Swaziland
Togo
Burundi
Cameroon
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The anti-corruption performance
of the government and the
country’s corruption risks are
rated by citizens as:
Negative/High

Mediocre/Medium

Positive/Low

COUNTRY

How has the level of corruption changed?

This infographic summarises the country results for five key corruption
questions which were presented in this report. For each question, countries
were categorised as either red, amber or green depending on how positively
or negatively respondents from that country responded to the questions in the
survey. Countries are ordered from those who scored the best according to their
citizens to those who scored the worst. See the methodology note for the full
description of how the colours are assigned.
These groupings are meant to be indicative, and regionally contextual. It is
important to keep in mind that they are based on the subjective perceptions and
experiences of citizens in each country rather than on an assessment against a
common objective benchmark.

How corrupt is the
public sector?

How is the
government doing at
fighting corruption?

How many people
paid a bribe?

Do people feel
empowered to
fight corruption?

Guinea
Madagascar
Malawi
South Africa
Tanzania
Zambia
Zimbabwe
Benin
Kenya
Uganda
Ghana
Liberia
Nigeria
Sierra Leone
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METHODOLOGY
This edition of the Global Corruption Barometer question module was implemented in Africa by the
Afrobarometer network as part of its Round 6 surveys, in collaboration with Transparency
International. All fieldwork was completed using a face to face survey methodology. The survey
samples were selected and weighted to be nationally representative of all adults aged 18+ living in
each country, and all interviews were conducted face-to-face in the language of the respondent’s
choice. The results have margins of sampling error of +/-2 per cent (for a sample of 2,400) or +/-3
per cent (for a sample of 1,200) at a 95 per cent confidence level.
The results presented in this report were also weighted so that the sample sizes for each country
are equal. The overall regional results are equivalent to an average of all 28 countries surveyed.
COUNTRY

SURVEYING
ORGANISATION

START
FIELDWORK

END
FIELDWORK

SAMPLE
SIZE

Benin

Institute for Empirical
Research in Political
Economy (IREEP)

ESTIMATED
POPULATION
AGED 18+

25.05.2014

09.06.2014

1200

4,680,953

Botswana

Star Awards (Pty) Ltd

28.06.14

12.07.14

1200

1,329,243*

20.04.15

05.05.15

1200

8,123,837

29.09.14

10.10.14

1200

5,217,165*
5,219,782*

24.01.15

08.02.15

1182

12,189,966*

22.11.14

05.12.14

1200

272,495

26.08.14

08.09.14

1199

12,992,917*

20.05.14

10.07.14

2400

13,632,299

16.03.15

05.04.15

1200

5,981,040

12.11.14

05.12.14

2397

19,312,705

Burkina Faso

Burundi

Cameroon

Cape Verde

Cote d’Ivoire

Ghana
Guinea
Kenya
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Centre for the
Democratic Governance
(CDG)
Groupe de Recherche
et d’Appui aux Initiatives
Democratiques
(GRADIS)
Centre d’Etudes et de
Recherche en
Economie et Gestion
(CEREG) Université de
Yaounde II
Afro-Sondagem
Centre de Recherche et
de Formation sur le
Développement Intégré
(CREFDI)
Ghana Center for
Democratic
Development (CDD)
DG Stat View
International
Institute for
Development Studies
(IDS), University of
Nairobi
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Lesotho

Advision Lesotho

05.05.14

31.05.14

1200

1,102,787

Liberia

Practical Sampling
International (PSI)

06.05.15

22.05.15

1199

2,084,804

Madagascar

COEF Resources

12.12.14

13.01.15

1200

9,899,442

01.03.14

27.04.14

2400

7,840,886

01.12.14

14.12.14

1200

6,837,482

27.06.14

21.07.14

1200

921,007

27.08.14

22.09.14

1200

1,202,996

01.04.15

18.04.15

1200

8,093,721*

05.12.14

19.01.15

2400

93,911,479

22.11.14

08.12.14

1200

7,228,616*

22.05.15

10.06.15

1191

3,112,280

Malawi
Mali
Mauritius
Namibia

Niger

Nigeria

Senegal

Sierra Leone

Centre for Social
Research (CSR),
University of Malawi
Groupe de Recherche
en Économie Appliquée
et Théorique (GREAT)
StraConsult Ltd with
Statistics Mauritius
Survey Warehouse,
Institute for Public
Policy Research
Laboratoire d’Etudes et
de Recherches sur les
Dynamiques Sociales et
le Développement Local
(LASDEL)
Practical Sampling
International (PSI),
CLEEN Foundation
Carrefour d’Etudes et
de Recherches-Action
pour la Démocratie et le
Développement
(CERADD)
Campaign for Good
Governance, ITASCAP

South Africa

Plus 94

13.08.15

21.09.15

2390

30,588,864

Swaziland

ActivQuest

21.04.15

11.05.15

1200

823,026*

26.08.14

19.10.14

2386

22,430,900

12.10.14

24.10.14

1200

3,562,951

07.05.15

26.05.15

2400

16,764,648*

03.10.14

30.10.14

1199

6,222,313

16.11.14

29.11.14

2400

6,777,792

Tanzania
Togo
Uganda
Zambia
Zimbabwe

REPOA Policy
Research for
Development
Center for Research
and Opinion Polls
(CROP)
Hatchile Consult Ltd
RuralNet Associates
Ltd.
Mass Public Opinion
Institute

An asterisk denotes countries where the available census data does not show the precise number of
people aged 18+. In these countries, an estimate was made using other available population data.
To calculate the total number of bribe payers in Sub Saharan Africa, we used the country level
bribery rates (the percentage of all adults in the country who had paid a bribe) to calculate the
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number of bribe payers in each country. We then added the projected number of bribe payers across
all 28 countries, which gave a total number of 74,634,897. For ease of reporting we have rounded
this figure to 75 million for the purposes of this report.

CITIZEN’S CORRUPTION SCORECARD RATINGS
1.

Change in level of corruption over past 12 months

The scores are based on the percentage of respondents in each country who said that corruption
had either increased a little or increased a lot over the 12 months prior to when the survey was
conducted.
•
•
•

2.

Green – Less than 40% said corruption had increased either somewhat or a lot in the past
12 months
Amber – From 40% up to 60% said corruption had increased either somewhat or a lot in the
past 12 months
Red – 60% or more said corruption had increased either somewhat or a lot in the past 12
months

How corrupt public officials are perceived to be

Each country’s score is based on a simple average of the percentage of the population who said
that ‘Most of them’ or ‘All of them’ are corrupt for each of the public sector groups - the President’s
Office, Members of Parliament, government officials, tax officials, the police, judges and
magistrates, and local government councillors. Business executives, religious and traditional leaders
were not included as they do not reflect corruption in the public sector.
•
•
•
3.

Green – Less than 30% on average across the 7 groups
Amber – From 30% up to 50% on average across the 7 groups
Red – 50% or more on average across the 7 groups

How is Government handling fighting corruption

The scores are based on the percentage of respondents in each country who rated their government
as doing either ‘Very badly’ or ‘Fairly badly’ at fighting corruption in government.
•
•
•
4.

Green – Less than 40% rated the government very or fairly badly
Amber – From 40% up to 60% rated the government very or fairly badly
Red – 60% or more rated the government very or fairly badly

Bribery rate

The scores are based on the percentage of people who said that they paid a bribe to at least one of
the six services mentioned in the past 12 months: public medical care, public schools, documents or
permits, household services, the police or the courts. The results exclude those who say that they
did not come into contact with any of these services in the past 12 months.
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•
•
•
5.

Green – Less than 10% paid a bribe
Amber – From 10% up to 30% paid a bribe
Red – 30% or more paid a bribe

Ordinary people make a difference

The results are based on the percentage of people who either ‘Strongly agree’ or ‘Agree’ with the
statement “Ordinary people can make a difference in the fight against corruption”.
•
•
•

Green – 60% or more ‘strongly agree’ or ‘agree’
Amber – From 40% up to 60% ‘strongly agree’ or ‘agree’
Red – Less than 40% ‘strongly agree’ or ‘agree’
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QUESTIONNAIRE
Q1. How many of the following people do you think are involved in corruption, or haven’t you
heard enough about them to say?
A – The president and officials in his office
B – Members of parliament
C – Government officials
D – Local government councillors
E – Police
F – Tax officials, like ministry of finance officials or local government tax collectors
G – Judges and magistrates
H – Traditional leaders
I – Religious leaders
J – Business executives
•
•
•
•
•

None
Some of them
Most of them
All of them
Don't know/ Haven’t heard [Do not read]

Q2. In your opinion, over the past year, has the level of corruption in this country increased,
decreased, or stayed the same?
1 – Increased a lot
2 – Increased somewhat
3 – Stayed the same
4 – Decreased somewhat
5 – Decreased a lot
6 – Don’t know [Do not read]

Q3. A. Now I would like to talk to you about experiences that some people have in accessing
certain essential government services. In the past 12 months have you…
A – Had contact with a public school? How easy or difficult was it to obtain the services you needed
from teachers or school officials?
B – Had contact with a public clinic or hospital? How easy or difficult was it to obtain the medical
care you needed?
C – Tried to get an identity document like a birth certificate, driver’s license, passport or voter’s card,
or a permit, from government? How easy or difficult was it to obtain the document you needed?
D – Tried to get water, sanitation or electric services from government? How easy or difficult was it
to obtain the services you needed?
E – Requested assistance from the police? How easy or difficult was it to obtain the assistance you
needed?
F – Had contact with the courts? How easy or difficult was it to obtain the assistance you needed
from the courts?
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•
•
•
•
•
•

No contact
Very easy
Easy
Difficult
Very Difficult
Don't Know [Do not read]

Q4. If they had contact [Q3 A - F] And how often, if ever, did you have to pay a bribe, give a gift, or

do a favour for…

A – A teacher or school official in order to get the services you needed from the schools?
B – A health worker or clinic or hospital staff in order to get the medical care you needed?
C – A government official in order to get the document you needed?
D – A government official in order to get the services you needed?
E – A police officer in order to get the assistance you needed, or to avoid a problem like passing a
checkpoint or avoiding a fine or arrest?
F – A judge or court official in order to get the assistance you needed from the courts?
•
•
•
•
•
•

No contact
Never
Once or twice
A few times
Often
Don't Know [Do not read]

Q5. If you ever paid a bribe for any of the services discussed above, did you report any of the
incidents you mentioned to a government official or someone in authority?
1 – No
2 – Yes
3 – Not Applicable [i.e., Respondent answered No bribes paid, don’t know or no contact to all parts
of Q4] [Do not read]
4 – Don’t know [Do not read]

Q6. Some people say that incidents of corruption are never reported. Based on your
experiences, what do you think is the main reason why many people do not report corruption
when it occurs?
1 – Most people do report incidents of corruption
2 – People don’t have enough time to report it
3 – People don’t know where to report it
4 – People don’t know how to report it
5 – Nothing will be done / it wouldn’t make a difference
6 – It’s too expensive to report
7 – Corruption is normal / Everyone does it
8 – People are afraid of the consequences
9 – The officials where they would report to are also corrupt
10 – It’s the government’s money, not the people’s so it’s not our problem
11 – Other
12 – Don’t know
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Q7. How well or badly would you say the current government is handling the following matters,
or haven’t you heard enough to say? “Fighting corruption in government?”
1 – Very badly
2 – Fairly badly
3 – Fairly well
4 – Very well
5 – Don’t know/ haven’t heard enough [Do not read]

Q8. Please tell me whether you agree or disagree with the following statement: ordinary people
can make a difference in the fight against corruption?
1 – Strongly disagree
2 – Disagree
3 – Neither agree nor disagree [Do not read]
4 – Agree
5 – Strongly agree
6 – Don’t know [Do not read]

Q9. What is the most effective thing that an ordinary person like you can do the help combat
corruption in this country?
1 – Nothing/Ordinary people cannot do anything
2 – Refuse to pay bribes
3 – Report corruption when you see or experience it
4 – Vote for clean candidates or parties or for parties that promise to fight corruption
5 – Speak out about the problem, for example, by calling a radio program or writing a letter
6 – Talk to friends and relatives about the problem
7 – Sign a petition asking for a stronger fight against corruption
8 – Join or support an organisation that is fighting corruption
9 – Participate in protest marches or demonstrations against corruption
10 – Other
11 – Don’t know
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FULL DATA TABLES
Table 1 – Perceptions of corruption by institution, proportion that think most or all are
corrupt (%)

Q. How many of the following people do you think are involved in corruption, or haven’t you
heard enough about them to say? % who say “Most” or “All” are corrupt.

GOVERNMENT
OFFICIALS

LOCAL
COUNCILLORS

POLICE

TAX OFFICIALS

JUDGES AND
MAGISTRATES

TRADITIONAL
LEADERS

RELIGIOUS
LEADERS

BUSINESS
EXECUTIVES

31

33

38

33

47

37

34

21

15

42

33

Benin

51

46

54

48

54

52

48

26

20

64

50

Botswana

20

25

29

22

34

17

14

13

16

35

23

Burkina Faso

27

30

32

28

28

38

34

11

9

57

31

Burundi

16

14

21

19

41

35

40

22

4

19

27

Cameroon

34

35

45

36

55

55

51

27

18

52

44

Cape Verde

12

13

15

15

19

15

9

not
asked

6

19

14

Cote d’Ivoire

24

24

29

31

49

37

35

10

8

53

33

Ghana

47

48

53

43

64

51

49

37

25

44

51

Guinea

32

24

32

24

38

43

38

13

8

34

33

Kenya

27

45

46

36

75

34

33

12

13

38

42

Lesotho

17

19

28

20

38

19

16

16

5

30

22

Liberia

63

68

70

55

77

68

56

41

33

61

65

Madagascar

28

35

35

13

49

35

49

3

4

32

35

Malawi

43

27

35

not
asked

39

27

22

30

15

35

32
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PUBLIC SECTOR
AVERAGE

MEMBERS OF
PARLIAMENT

REGIONAL
AVERAGE

COUNTRY

PRESIDENT/PRIME
MINISTER

Base. All respondents excluding missing responses.

35

Mali

35

36

43

44

53

46

56

13

13

70

45

Mauritius

16

19

16

15

22

13

9

not
asked

11

22

16

Namibia

17

20

37

26

40

35

28

22

19

45

29

Niger

22

24

23

29

27

27

23

21

13

46

25

Nigeria

54

61

63

58

72

56

45

36

28

45

58

Senegal

22

24

24

24

31

22

24

8

7

38

24

Sierra Leone

48

50

55

49

59

49

47

35

25

53

51

South Africa

46

46

49

48

48

23

23

19

20

38

40

Swaziland

29

36

45

25

42

26

27

22

20

54

33

Tanzania

15

21

25

25

50

37

36

13

10

31

30

Togo

37

35

39

37

44

49

48

35

17

58

41

Uganda

29

36

48

39

63

48

45

12

9

40

44

Zambia

27

34

32

33

51

31

30

21

16

32

34

Zimbabwe

30

38

41

42

58

46

29

22

19

39

41

Table 2 – Change in corruption level over the past year (%)

Q. In your opinion, over the past year, has the level of corruption in this country increased,
decreased, or stayed the same?
Base. All respondents excluding those with missing responses.

36

COUNTRY

INCREASED
A LOT

INCREASED
A LITTLE

STAYED
THE
SAME

DECREASED
A LITTLE

DECREASED
A LOT

DON’T
KNOW //
NO
ANSWER

TOTAL
INCREASE

TOTAL
DECREASE

Benin

46

29

7

13

4

2

74

17

Botswana

30

21

14

19

4

11

51

24

Burkina
Faso

12

17

18

36

12

5

28

48

Burundi

47

13

8

19

7

5

61

26

Cameroon

30

14

17

25

5

8

44
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Zambia

Uganda

Togo

Tanzania

Swaziland

South Africa

Sierra
Leone

Senegal

Nigeria

Niger

Namibia

Mauritius

Mali

Malawi

Madagascar

Liberia

Lesotho

Kenya

Guinea

Ghana

Cote
d’Ivoire

Cape Verde

48

43

52

26

38

39

64

58

22

50

23

38

33

16

62

34

54

44

41

29

64

20

27

20

12

18

13

28

27

19

12

12

26

21

25

36

14

9

39

19

14

23

9

12

11

22

15

16

9

15

15

13

10

10

14

16

14

18

21

18

9

14

19

13

14

14

9

20

20

9

18

14

29

10

13

4

4

28

7

25

14

6

36

9

10

6

16

15

23

6

28

11

2

6

2

6

3

1

2

2

15

1

7

4

1

14

5

1

1

9

2

19

2

17

2

6

5

5

11

6

7

1

15

9

1

10

1

3

1

5

1

2

4

4

7

8

3

18

68

55

69

39

66

66

83

70

34

75

44

63

69

31

72

73

73

57

64

38

76

32

49

11

24

16

35

13

14

6

5

43

8

32

18

7

50

14

12

6

26

18

42

8

46

14

37

Zimbabwe
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Table 3. Bribery Rates
Q. How often, if ever, did you have to pay a bribe, give a gift, or do a favour for: A. Public schools; B.
Public health services; C. Identity documents; D. Utility services; E. The police; F. The courts. %
who had paid a bribe at least “once or twice” to any of the services.
Base. Excluding those who have not had contact with any of the six public services in the past 12
months and excluding those who have missing data for all six bribery questions.
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COUNTRY

BRIBERY RATE (%)

COUNTRY

BRIBERY RATE (%)

REGIONAL
AVERAGE

22

Namibia

7

Benin

26

Niger

10

Botswana

1

Nigeria

43

Burkina Faso

11

Senegal

8

Burundi

14

Sierra Leone

41

Cameroon

48

South Africa

7

Cape Verde

2

Swaziland

9

Cote d’Ivoire

34

Tanzania

25

Ghana

36

Togo

26

Guinea

35

Uganda

38

Kenya

37

Zambia

17

Lesotho

5

Zimbabwe

22

Liberia

69

Madagascar

16

Malawi

13

Mali

18

Mauritius

1
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Table 4 – Contact rates per service (%)

Q. In the past 12 months have you had contact with A. Public schools; B. Public health services;
C. Identity documents; D. Utility services; E. The police; F. The courts. % who had come into contact
with each service.
Base. All respondents excluding those with missing responses.
COUNTRY

PUBLIC
SCHOOL

PUBLIC
HOSPITAL

ID, VOTER’S
CARD, PERMIT

UTILITIES

POLICE

COURTS

Benin

48

57

44

16

11

7

Botswana

41

81

66

39

46

10

Burkina Faso

41

61

39

13

8

4

Burundi

32

68

33

6

11

13

Cameroon

55

66

54

35

29

21

Cape Verde

32

63

37

27

15

11

Cote d’Ivoire

36

46

39

15

9

7

Ghana

28

41

19

16

12

4

Guinea

36

53

24

11

6

4

Kenya

58

73

52

20

29

7

Lesotho

25

53

40

14

22

9

Liberia

63

73

59

46

60

44

Madagascar

42

37

51

10

8

5

Malawi

29

68

82

19

15

5

Mali

29

59

40

9

7

4

Mauritius

32

73

78

12

12

7

Namibia

51

77

66

26

43

9

Niger

46

66

35

16

10

5

Nigeria

62

69

64

62

43

31

Senegal

44

60

39

22

12

9

Sierra Leone

53

57

31

16

23

11

PEOPLE AND CORRUPTION: AFRICA SURVEY 2015
GLOBAL CORRUPTION BAROMETER

39

South Africa

37

58

39

27

34

10

Swaziland

34

66

46

17

24

5

Tanzania

49

71

20

15

18

12

Togo

35

46

33

15

7

7

Uganda

51

74

60

25

32

11

Zambia

41

80

23

17

26

11

Zimbabwe

42

60

44

12

24

7

Table 5 – Bribery rates by service (%)
Q. How often, if ever, did you have to pay a bribe, give a gift, or do a favour for: A. Public schools; B.
Public health services; C. Identity documents; D. Utility services; E. The police; F. The courts. % of
those who had come into contact with the service and had paid a bribe at least “once or twice” for
each service.
Base. Excluding those who have not had contact with the service in the past 12 months and
excluding those with missing responses.
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COUNTRY

PUBLIC
SCHOOL

PUBLIC
HOSPITAL

ID, VOTER’S
CARD, PERMIT

UTILITIES

POLICE

COURTS

Benin

9

13

26

20

18

19

Botswana

1

0

0

0

1

0

Burkina Faso

9

4

9

5

8

*

Burundi

11

2

11

9

28

23

Cameroon

32

31

34

34

34

32

Cape Verde

2

1

1

1

0

2

Cote d’Ivoire

17

18

29

13

26

24

Ghana

24

17

38

35

58

*

Guinea

24

25

34

26

37

*

Kenya

9

11

39

20

49

42

Lesotho

2

2

3

4

2

3

Liberia

45

52

59

56

60

52
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Madagascar

6

9

12

7

24

*

Malawi

12

6

3

11

28

*

Mali

7

8

22

10

35

*

Mauritius

0

0

0

2

5

1

Namibia

3

2

5

3

2

1

Niger

4

5

9

2

16

16

Nigeria

25

24

32

35

45

40

Senegal

3

3

8

4

5

4

Sierra Leone

20

25

37

40

64

65

South Africa

2

2

6

6

3

5

Swaziland

4

1

12

3

3

5

Tanzania

11

20

15

22

35

35

Togo

10

11

27

22

28

22

Uganda

19

25

15

19

41

44

Zambia

12

4

17

8

23

14

Zimbabwe

7

5

25

10

23

20

Table 6 – Handling fighting corruption in government (%)

Q. How well or badly would you say the current government is handling the following matters,
or haven’t you heard enough to say? “Fighting corruption in government?”
Base. All respondents excluding missing responses.
COUNTRY

VERY
BADLY

FAIRLY
BADLY

FAIRLY
WELL

VERY
WELL

DON’T
KNOW / NO
ANSWER

TOTAL
BADLY

TOTAL
WELL

Benin

40

39

18

1

2

79

19

Botswana

14

28

46

8

4

42

54

Burkina Faso

20

29

32

13

5

49

45

Burundi

35

32

20

9

3

68

29
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41

42

Cameroon

24

33

29

8

6

57

37

Cape Verde

19

42

21

1

17

61

23

Cote d’Ivoire

23

30

35

9

3

53

44

Ghana

50

21

20

4

4

71

25

Guinea

36

25

23

9

6

61

33

Kenya

43

27

24

4

3

70

27

Lesotho

32

9

25

22

12

41

47

Liberia

59

22

13

5

2

81

18

Madagascar

42

48

8

1

1

90

9

Malawi

56

13

19

8

3

69

28

Mali

24

32

35

8

1

56

43

Mauritius

29

43

23

2

4

71

25

Namibia

32

33

28

6

0

65

34

Niger

16

30

33

12

8

47

46

Nigeria

45

32

18

3

1

78

22

Senegal

18

28

38

8

7

46

47

Sierra Leone

52

16

14

5

13

69

19

South Africa

56

23

16

5

1

79

20

Swaziland

17

31

41

7

4

48

48

Tanzania

27

31

34

3

5

58

37

Togo

39

22

25

6

8

61

31

Uganda

41

28

22

4

5

69

26

Zambia

40

23

25

7

6

62

32

Zimbabwe

54

26

15

2

3

80

17
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Table 7 – ordinary people can do something against corruption (%)

Q. Please tell me whether you agree or disagree with the following statement: ordinary people
can make a difference in the fight against corruption?

STRONGLY
AGREE

AGREE

NEITHER
AGREE NOR
DISAGREE

DISAGREE

STRONGLY
DISAGREE

DONT
KNOW / NO
ANSWER

TOTAL
AGREE

TOTAL
DISAGREE

Base. All respondents excluding missing responses.

Benin

12

30

5

25

25

3

42

49

Botswana

34

38

5

10

10

3

72

20

Burkina Faso

18

43

4

16

16

3

61

31

Burundi

32

22

1

13

30

1

54

44

Cameroon

23

33

5

16

19

5

56

35

Cape Verde

20

35

3

23

11

8

55

34

Cote d’Ivoire

15

39

4

22

16

3

55

38

Ghana

27

27

6

13

23

4

53

36

Guinea

18

28

1

12

34

6

46

46

Kenya

31

26

6

11

23

2

58

35

Lesotho

38

21

2

7

29

2

60

36

Liberia

17

26

7

21

25

4

43

45

Madagascar

24

46

8

13

8

0

70

21

Malawi

49

16

2

8

24

2

64

32

Mali

16

34

2

23

25

0

50

48

Mauritius

10

46

7

24

10

3

56

34

Namibia

33

36

6

16

8

1

69

24

Niger

22

21

5

22

28

3

42

50

Nigeria

12

27

14

22

23

2

39

45

Senegal

21

29

3

15

28

5

49

43
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43

44

Sierra Leone

17

15

7

12

33

16

32

44

South Africa

24

33

13

16

13

3

56

29

Swaziland

19

41

4

15

20

2

59

35

Tanzania

19

36

9

18

15

3

55

33

Togo

17

37

3

21

21

2

53

42

Uganda

21

26

3

12

35

3

47

47

Zambia

24

29

5

15

23

5

53

38

Zimbabwe

19

23

6

14

36

2

42

50
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END NOTES
i

The survey was conducted before the presidential election in Nigeria.
Results are compared with previous rounds of Transparency International’s GCB survey.
Results are based on those who came into contact with at least one of six public services in the past 12 months.
iv
The Afrobarometer calculates poverty using their Lived Poverty Index (LPI), an experiential measure that consists of
a series of survey questions that measure how frequently people actually go without basic necessities during the
course of a year. The Afrobarometer asks respondents: over the past year, how often, if ever, have you or your family
gone without enough: food to eat; clean water for home use; medicines or medical treatment; enough fuel to cook your
food; a cash income? The results presented in this report use the Lived Poverty categories, ranging from no lived
poverty to high lived poverty. The results are based only on those who have come into contact with at least one public
service in the past 12 months.
v
For more information, see: http://www.ti-defence.org/publications/dsp-pubs/223-dsp-pubs-arresting-corruptionpolice.html.
vi
The survey was conducted before the presidential elections.
vii
Republic of Senegal (2013) Décret n°2013-1282. http://www.gouv.sn/Decret-no2013-1282-du-23-septembre.html
viii
Republic of Senegal (2013) Conseil des Ministres. http://www.gouv.sn/Conseil-des-Ministres-du-11,1449.html
ix
Centif (2014) LOI relative a la declaration de partimoine. http://www.centif.sn/Loi_2014_17.pdf
x
BBC (2015) Senegal's Karim Wade jailed for corruption. http://www.bbc.com/news/world-africa-32020574
xi
Freedom House (2015) Madagascar, https://freedomhouse.org/report/freedom-world/2015/madagascar.
xii
European Commission (2014) Anti-Corruption Report, http://ec.europa.eu/dgs/home-affairs/what-wedo/policies/organized-crime-and-human-trafficking/corruption/anti-corruption-report/index_en.htm and LAPOP (2012)
http://vanderbilt.edu/lapop/raw-data.php
xiii
BBC (2015) “Ebola: Mapping the outbreak”, http://www.bbc.com/news/world-africa-28755033.
xiv
Dupuy, K. Divijak, B. (2015) “Ebola and corruption: Overcoming critical governance challenges in a crisis situation”.
U4 Brief March 2015:4.
xv
Jerving, S. (2014) “Why Liberians Thought Ebola Was a Government Scam to Attract Western Aid”, The Nation,
http://www.thenation.com/article/why-liberians-thought-ebola-was-government-scam-attract-western-aid/ and Mukpo,
A. (2014) “The biggest concern of the Ebola outbreak is political, not medical”, Al Jazeera,
http://america.aljazeera.com/opinions/2014/8/ebola-virus-liberiasierraleonepolitics.html.
xvi
Transparency International (2014) “African Voices Against Corruption – Madagascar”, http://www.voix-contre-lacorruption.org/en/#/quand-la-corruption-rase-la-foret.
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INTRODUCTION
The main objective of ANTICORRP is to investigate and explain the factors that promote or hinder
the development of effective anti-corruption policies and impartial government institutions. Work
Package 7 puts the focus firmly on better understanding individual values, motivations and
contextual drivers for citizen action against corruption. We use a mix of different research methods
to examine the types of actions that citizens can and do take against corruption and explore what
kinds of evidence-based pathways are on the horizon and look promising for future such
engagements.

EVIDENCE AND ANALYSIS


Bribe-paying and corruption-reporting across Europe: significant service-level corruption in
many countries, with large sub-regional differences
Thirteen per cent of households utilising public services across European and central Asian (ECA)
countries report having paid undocumented payments in order to receive a service over a 12month period. Of those who have experienced corruption, 21.5 per cent report it to appropriate
authorities.
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Corruption-reporting is lowest in Baltic countries such as Latvia and Lithuania, as well as in
other post-Soviet countries such as Armenia, Azerbaijan and Belarus, where fewer than onetenth of the people experiencing corruption report it to the relevant authorities.


Large variations in reporting across services
We have known for quite some time that exposure to bribes varies significantly across
services, but so far there has not been much evidence as to whether the reporting rates of
those exposed to corruption also vary. Our data suggests that this is actually the case and
that the differences across services are very significant, ranging from a reporting rate of only
14 per cent in health and 22 per cent for the police and education to more than 39 per cent
for the courts and unemployment benefits. The reporting of corruption in emergency
situations (medical treatment) and for those areas where service quality is difficult to judge
and may hinge on the degree of commitment (such sectors as education and health, in
which bribes are more likely to be described as gifts that reward good service) or where the
fear of retaliation is probably quite high (the police) are much lower than reporting where
specific, quantifiable entitlements are at stake (unemployment benefits, social security
benefits, obtaining documents) or where a particularly strong expectation of fairness and
justice is in play (the courts).



Gender differences and non-differences
There are surprisingly few gender differences in the stated willingness to report corruption,
when controlling for other contextual factors. Men outnumber women by a factor of two to
one, however, as clients of the major NGO-run anti-corruption help centre network that we
examined in our research.



Corruption is not viewed as normal, and corruption-reporting in most countries is not
strongly ostracised.
It is often claimed that day-to-day bribery is simply accepted as normality, that corruptionreporting is strongly ostracised and that both trends effectively discourage greater citizen
action against corruption. Our findings do not support these claims for most ECA countries,
with some exceptions in the former Soviet Union. On average, only 3 per cent of
respondents think that the main reason for not reporting corruption is that corruption is
common or not a ‘big deal’. At the same time, more than 40 per cent of respondents
indicate that they would feel personally obliged to report corruption and 31 per cent that it
is commonly acceptable in their countries to report, while more than 20 per cent have
actually reported. In addition, more corruption exposure seems to stimulate rather than
discourage action. The more households experience corruption the more likely are to also
have reported it.



There are three major obstacles to more corruption reporting that are persistently
referenced across Europe
Difficulties in reporting (lack of time, knowledge or resources), the fear of retaliation and a
suspected lack of impact are viewed as the main obstacles for reporting corruption, as
invoked by, on average, 70 per cent of the survey respondents and consistently referenced
by focus group participants as major obstacles for engagement.
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Reality looks better than perception and points to interesting levers for change
Only 3.9 per cent believe that most people do report incidents of corruption, as against the
actual stated reporting numbers of 21 per cent, and a personal obligation to report
expressed by 40 per cent of respondents. This interesting discrepancy between reality and
perception may point towards important leverage points for positive behaviour change
when actual willingness to report is made more salient.



Collective citizen action against corruption: a highly dynamic action field
There is a very dynamic and diverse action, research and learning community around efforts
to involve citizens in various forms of direct anti-corruption work, from participating in
budget decisions to monitoring public works projects (commonly referred to as social
accountability).
Our empirical understanding of such social accountability initiatives has advanced
significantly in recent years, leading to a number of key insights, which we have critically
examined.

o

o

o
o

Information is not (sufficient) for power and accountability, yet it opens a large design space
for targeted experimentation informed by insights from social psychology, social design and
other fields.
There is some recent and valid disenchantment with technology-centric approaches, from
open data that is of poor quality and difficult to work with, to crowd-reporting corruption
that faces difficulties in attracting sustained use to social-media-centred activism that is less
grass-roots-driven than many may have expected. But too much pessimism might be
premature. Many important avenues have not been explored yet. Longer-term impacts
remain to be seen. And expectations need to be adequately calibrated, given that tackling
corruption is not simply a technocratic development intervention ready to scale but a
perennial struggle, with significant push-back by and tactical responses from powerful
forces.
The empirical proof of concept that social accountability can have significant positive impact
is established, yet success is highly contextual.
Aiming for more sustained and significant impact through more integration both with
institutional mechanisms and multi-level reform efforts has emerged as a key message from
social accountability research. Even more could be done, however, to achieve broader
coalitions beyond the governance community.

POLICY IMPLICATIONS AND RECOMMENDATIONS
As most of these research streams have shown, citizen engagement against corruption can consist of
individual acts or concerted action, yet, in its impact and efficacy, it is always a collective
accomplishment driven by the contributions of many different stakeholders, all playing vital
complementary roles.
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Anti-corruption activists should look to forging broader coalitions and linking their issues
more firmly into other stakeholders’ agendas, from business to other community groups and
broader social movements.



NGO-run citizen support centres cannot substitute for official reporting lines and law
enforcement, yet they play a highly catalysing role. They may want to consider leveraging
the interplay with official reporting mechanisms more strongly, strengthening their outreach
efforts to women and assessing how good their traction is with other potentially
marginalised client groups.



Government-run and NGO-supported complaints mechanisms may both benefit from
putting a specific focus on and developing targeted mobilising strategies for reaching clients
of services in which reporting rates are disproportionately low, such as the police, health
and education.



Positive campaigns that give salience to the high willingness to report across society and the
sizeable reporting numbers, in conjunction with easier and better-promoted access to
reporting mechanisms that also advertise the rate of cases that have been successfully
resolved, can go a long way to unlocking the potential of citizen feedback in helping prevent
and punish corruption.



Governments should genuinely recognise the hugely valuable and productive role that
citizens can and will have to play in tackling corruption. They can also be enormously helpful
in making social accountability work. Integration between bottom-up and top-down social
accountability initiatives is the big rallying cry, backed up by plentiful evidence and learning.
Establishing effective legal frameworks that make citizen voice, participation and
engagement possible, respected, protected and promoted in the first place is essential, but
it is still very incomplete, and increasingly urgent in times of shrinking civil society space. For
example, despite some significant improvements, whistleblowing protection is woefully
inadequate in many European countries, and the deep economic integration across many
borders is also in urgent need of more continent-wide protection.
Funders who are keen to support social accountability should watch out for the savviest
local activists and entrepreneurs, rather than rigidly log-framed business plans. They should
invest both patiently in long-term institutional support and opportunistically in creative
interventions.



Future research on citizen engagement against corruption might benefit from paying closer
attention to the ripple and peer effects around citizen reporting and social accountability,
which may offer interesting cues for longer-term transformational opportunities.
Researchers might want to complement the current focus on randomised controlled trials
and national-level survey work with more ethnographic methods, a longer time horizon and
a focus on positive outliers in order to broaden the horizon for more creative pathways to
change. Social media analysis can provide some valuable, complementary insights, yet it is a
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very fast-moving target. Most importantly, future research should devise and be built
around adaptive learning mechanisms that feed evidence right back into project
implementation and help to try out a much broader array of design variations, adjust on the
go and leverage unexpected effects.
Citizens are already engaged in the struggle against corruption on many levels. The results of our
surveys, interviews, experiments, in-depth case studies and social media analysis suggest that more
than six million reports against corruption were made by citizens across Europe and central Asia
during a recent 12-month period, while experimentation with citizen-focused collective action
mechanisms against corruption is continuing apace.
It is not some fatalistic norms that hold back further engagement but, instead, very mundane
practical obstacles and the fear of retaliation or having only limited impact. Much can be done by
governments (both nationally and at European Union level), civil society, donors and researchers to
help remove such barriers, in order to further unlock and help translate into impact the
indispensable commitment, energy and creativity that citizens bring to the fight against corruption.

RESEARCH PARAMETERS
Work Package 7 has sought to address the following main research objectives:













to gain a better understanding of how citizens experience and react to day-to-day corruption
and how they can be further mobilised to resist bribe-paying and take action against
corruption
to review and synthesise the multidisciplinary state of knowledge as to how individual
attitudes and motivations vis-à-vis corruption, civic and political engagement are formed and
under what circumstances they are translated into action
to develop an empirically representative evidence base on EU citizens’ attitudes and
perceptions towards different forms of corruption, with a particular focus on people’s
motivations, strategies and perceived constraints in either taking action against it or
refraining from doing so
to explore the socio-economic profiles, motivations and focus of concerns of citizens who
have reported corruption concerns to helplines across Europe
to gain a detailed understanding of successful individual strategies deployed by citizens to
resist corruption
to gain a better understanding of how innovative social accountability tools based on
collective citizen action (such as budget-monitoring and social audits) can support the fight
against corruption and how their potential can be fully utilised
to review the empirical evidence base on the scope, use and impact of key social
accountability mechanisms around the world
to examine in more detail how and with what degree of success these tools are actually
being used across Europe
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to further examine the efficacy and potential of related innovative interventions through
field experiments

In order to do justice to this enormous breadth and depth of research objectives, a mixedmethod approach was pursued that contained the following elements.












A large scale citizen survey to probe a representative sample of citizens across Europe and in
select comparator countries on their experience, attitudes and engagement against
corruption (Global Corruption Barometer, Transparency International Secretariat).
A stock-take based on desk research on the evidence base for social accountability
mechanisms and their efficacy in tackling corruption and strengthening accountability
(Transparency International Secretariat).
An analysis of primary data from an international network of anti-corruption helplines and
from the social media sphere in two countries, the United Kingdom and Romania, in order to
better understand who reports about what types of corruption issues and whether social
media serves as a channel for citizen engagement on corruption issues.
A series of focus groups in three countries (Macedonia, Romania and Bosnia Herzegovina),
primarily with people who have stood up against and reported corruption, in order to better
understand their motivations for doing so and the constraints that such reporting faces.
In-depth case studies of a major public corruption-reporting mechanism in Portugal and an
open data initiative in the United Kingdom, in order to examine how the concrete interfaces
for corruption-reporting and the technical tools for engaging people around open
government initiatives work in practice.
Qualitative in-country experiments, to test how innovative feedback systems in the health
sector could be a step towards more integrity (Lithuania) and how people respond to
different mobilisation strategies (Montenegro).
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1. Methodology

Defining corruption is such a controversial business that the United Nations Convention against Corruption (UNCAC, put into force on 14 December 2005) does not
even attempt it, stating instead in article 1.c that it will ‘promote integrity, accountability and proper management of public affairs and public property’. It also states in
articles 7 (public sector) and 9 (procurement), the modern principles of efficiency,
transparency, merit, equity and objectivity as the only accepted norms for governance. The European Union signed the United Nations Convention against Corruption (UNCAC) in 2005.
The most frequent definition of individual corruption in current literature is “the
abuse of public office for private gain” (Tanzi & Davoodi 1997), with variants such as
‘abuse of power’ or ‘abuse of entrusted authority’. Corruption is nearly always defined as
a deviation from the norm (Scott 1972) because it presumes that authority or office are
entrusted to someone not to promote private gain of any kind (for self or others) but to
promote the public interest, in fairness and impartiality. In the current report we define
‘control of corruption’ as the capacity of a society to constrain corrupt behaviour in order to
enforce the norm of individual integrity in public service and politics and to uphold a state
which is free from the capture of particular interests and thus able to promote social welfare.
One more report on corruption might seem superfluous, as evidence shows that
corruption is resilient and does not easily change from year to year. There is, however,
a certain novelty to our approach, which is grounded in some of the previous work
by the World Bank (Klitgaard 1988; Tanzi & Davoodi 1997; Huther & Shah 2000),
but rather different from some of the current anticorruption approaches, for by using theory and inferential statistics we have outlined the causes and consequences of
corruption. We have eliminated structural causes which cannot be changed such as
the age of a democracy, the former presence of a Communist regime, modernization
features and so on, and have developed a powerful explanatory model based only on
such factors as can be influenced by human agency. We have then used our statistical
model to propose recommendations which can address not only the corruption that
is the end result but the whole complex of factors explaining why corruption is not
checked by a particular government and society. In other words we point out where
control of corruption fails. Control of corruption is a complex equilibrium and the
lack of progress during the last fifteen years of anticorruption is due at least in part to
the illusion that a few silver bullets can fix it, while its deeper causes are ignored.
Corruption cannot be measured directly due to its elusive and informal nature (a
socially undesirable and hidden behaviour) and the difficulty of separating the control
9

of corruption from corruption itself. For instance, if Germany has opened more files
on the basis of the OECD anti-bribery convention than other EU countries, does that
mean that German businessmen more commonly offer bribes when doing business
abroad, or that Germany has actually been more active in enforcing the convention
when compared to other countries? The same applies to the number of convictions:
notoriously corrupt countries have convicted very few people for corruption, as the
judiciary is itself part of the corrupt networks of power and privilege. Due to such
limitations therefore, corruption is currently measured in three broad ways:
By gathering the informed views of relevant stakeholders. They include surveys of
firms, public officials, experts and citizens. Those data sources can be used separately
or in aggregate measures which combine information from many places such as Transparency International’s Corruption Perception Index or the World Bank Control of
Corruption. Many such sources exist, and they have been aggregated in the two mentioned indexes since 1996. Those are in fact the only available data sources that currently permit large-scale trans-national comparisons and monitoring of corruption
over time.
By surveying countries’ institutional arrangements, such as procurement practices,
budget transparency, and so on. That does not measure actual corruption but rather
the risk of corruption occurring. The country coverage is limited to certain developing
countries and is not regularly updated. Examples include Global Integrity Index, or
the national Integrity Systems of Transparency International.
By audits of specific sectors or projects with the goal of understanding if the allocation of
public resources is fair and universal, or particularistic and corrupt. They can be purely
financial audits or more specific assessments to measure the efficiency or impartiality of public investment. Such audits can provide information about malfeasance in
specific projects but cannot be generalized to more general country-wide corruption,
so they are not suited to comparisons between countries nor for monitoring over time
(Kaufmann, Kraay & Mastruzzi 2006).
Table 1. Indicators for measuring corruption by data collection type
INDICATORS

Perception of corruption, experts, general
population, firms
Experience of corruption experts, general
population, firms, government agencies, state
units
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Comparison across
countries

Comparison across time
or before/after intervention

Observations

YES

YES, but not fully reliable,
as we have proof that other
factors matter (for instance,
the perceived economic
situation)

Highly relevant, but also
highly subjective

YES

YES; some limitations apply
related to openness in confessing socially undesirable
behaviour

Both relevant and objective, with the problem
of low response (underreporting) to overcome

Institutional control
of corruption features
(permanent and response driven)

YES

Very limited; we have
evidence that no correlation exists between institutional equipment for
controlling corruption
and corruption itself

Audits and investigations

NO

YES, if repeated

Highly objective, but
frequently irrelevant;
those proposed here
were all tested for
significance in relation with CPI, ICRG
or CoC
Should be organized
on specific problems/
countries

A good study of corruption in a country should triangulate carefully, by employing all
the above methods. We have a few such studies from Europe, mostly for Italy and new
member countries from post-communist Europe. The challenge remains of acquiring
data to allow comparison between countries, and over time which allows us to record
change, and current indexes are not very good at that. Transparency International´s
(TI) Corruption Perception Index (CPI) cannot be used to compare over time and
the World Bank´s Control of Corruption (CoC) is notoriously insensitive to change.
Until suitable indicators are developed, tracing the progress of anticorruption policies
by sector or by country over time will remain a challenge. However, discarding the
data that is available as being based merely on perception is wrong. Both experience
and perception data can be reported and may be compared, and if in separate measurements experts and the general population rate a country similarly it becomes obvious
that perceptions are based on similar experience and therefore grounded in reality.
Table 2 shows the correlations between measurements which differ widely in method
and time: Control of corruption and CPI, aggregated index scores, a World Economic
Forum expert survey score and two general population surveys, TI´s Global Corruption
Barometer (GCB) and the Eurobarometer. Those questions asking for an assessment of
corruption at national level correlate significantly at over 70% so they are highly consistent across sources. Other questions are more ambiguously phrased which has led to
survey error, for example in the Eurobarometer ‘major’ national problem question which
leaves the definition of ‘major’ up to respondents. However, the relationship between surveys by experts and those by citizens over different years and even with varying vocabulary
is, by and large, remarkably consistent and validates corruption indexes and perception
indicators – provided always that the questions put are professional, not vague and
not leading. Such a validation process is necessary because we plan to use one of those
indexes, Control of Corruption, as our main dependent variable in this analytical exercise. Furthermore, due to the scarcity of data down the years our analysis is necessarily
limited to a cross sectional analysis of EU member states. In other words, we have 27
observations – as many as the member states. Nevertheless our statistical model was
tested on the Hertie School global database of 191 countries and once again the results
were remarkably consistent, proving that the data can be safely used for this analysis.
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Table 2. Correlations between different corruption indicators
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-,707**
-,626**
-,699**

,749**

,756**

,748**

-,722**

-,677**

-,722**

-,706**

% of respondents who agree that
there is corruption in national
institutions

% of respondents who agree that
there is corruption in local institutions

% of respondents who agree that
there is corruption in regional
institutions

WGI Control of Corruption
estimate (2010)

Quality of government

Perception of corruption (TI)

Diversion of public funds, 1-7
(best)

** Correlation is significant at the 0.01 level (2-tailed)

-,690**

,749**

-,766**

-,777**

-,788**

-,810**

-,737**

-,776**

-,765**

-,687**

-,778**

1

,960**

,991**

,951**

1

,913**

,931**

1

,962**

1

Corruption Perception Index
(TI)

,780**

-,691**

-,816**

,961**

Quality of government

,706**

-,784**

,970**

1

WGI Control of Corruption
estimate (2010)

,782**

-,907**

,982**

% of respondents who agree that
there is corruption in regional
institutions

,857**

-,949**

1

% of respondents who agree that
there is corruption in local institutions

,855**

-,948**

% of respondents who agree that
there is corruption in national
institutions

,847**

1

% of respondents who agree that
corruption is a major problem in
the country

-,829**

-,730**

% of respondents who agree that
corruption is a major problem in
the country

1

,731**

Perception of corruption political parties

Perception of corruption public
officials

1

Perception of corruption political parties

Perception of corruption public
officials

1

27

27

27

27

27

27

27

27

21

21

N

Diversion of public funds, 1-7
(best)

Global Competitiveness
Report (2010-11)

Corruption Perception
Index (2010)

ICRG (2010)

Worldwide Governance
Indicators (2010)

Eurobarometer 374 (2011)

Eurobarometer 374 (2011)

Eurobarometer 374 (2011)

Eurobarometer 374 (2011)

Global Corruption Barometer (2010)

Global Corruption Barometer (2010)

Source

This first Anticorruption Report covers the European continent. We divided it
for study in three areas: European Union member states South-Eastern Europe and
former Soviet Union. This division is justified by the different legal and political regimes operating in these three areas. From an EU perspective, an EU anticorruption
policy exists in nearly all this territory, either under the anticorruption mechanism of
the European Commission (EU member states, managed by DG Home), or enlargement or EU neighbourhood policy (Russia is an exception). The report will present
comparative data on all three regions, followed by a succession of three case studies in
relation to the European Union: a problem country for both corruption and EU funds
(Romania), an average country which surveys and our field research show to be more
problematic than previously believed (Hungary) and a champion of anticorruption,
the global ‘achiever’ of good governance, Estonia.
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• Freedom House, “Freedom in the World” - <http://www.freedomhouse.org/report-types/
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• Hertie School of Governance, “Contextual Choices in Fighting Corruption: Lessons Learned”
- <www.hertie-school.org/facultyandresearch/projects/research-projects/transitions-to-goodgovernance-contextual-choices-in-fighting-corruption>
• International Labour Organization, Laborsta database - <laborsta.ilo.org/default.html>
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• World Economic Forum, “Global Competitiveness Report 2010-2011” - <www3.weforum.
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Annex 1. Full Variable Description for Chapter 2 “European Union Member States”
Variable

Scale / Unit

Definition

Source

N

1 (worst) - 10 (best)

Reflects perceptions of the extent to which public power is
exercised for private gain, including both petty and grand
forms of corruption, as well as "capture" of the state by elites
and private interests.

Worldwide Governance Indicators

27

1 (not at all corrupt) - 5
(extremely corrupt)

Aggregates the responses to the question "To what extent do
you perceive the PUBLIC OFFICIALS in this country to be
affected by corruption?" Respondents were asked to evaluate
each of the institutions in a scale from 1 (not at all corrupt) to
5 (extremely corrupt) and this indicator represents a weighted
average of the responses.

Global Corruption Barometer 2010

21

Perception of
Corruption of
Political Parties

1 (not at all corrupt) - 5
(extremely corrupt)

Aggregates the responses to the question "To what extent do
you perceive the POLITICAL PARTIES in this country to be
affected by corruption?" Respondents were asked to evaluate
each of the institutions in a scale from 1 (not at all corrupt) to
5 (extremely corrupt) and this indicator represents a weighted
average of the responses.

Global Corruption Barometer 2011

21

Corruption is a
major problem in
the country

%

Aggregates the number of respondents who "totally agree" or
"tend to agree" with the statement "corruption is a major
problem in the country".

Eurobarometer 374

27

Corruption in
national
institutions

%

Aggregates the number of respondents who "totally agree" or
"tend to agree" with the statement "There is corruption in
national institutions in our country".

Eurobarometer 374

27

Corruption in local
institutions

%

Aggregates the number of respondents who "totally agree" or
"tend to agree" with the statement "There is corruption in local
institutions in our country".

Eurobarometer 374

27

%

Aggregates the number of respondents who "totally agree" or
"tend to agree" with the statement

Eurobarometer 374

27

0 (lowest) - 1 (highest)

The mean value of the ICRG variables “Corruption”, “Law and
Order” and “Bureaucracy Quality”.

ICRG

27

Control of
Corruption

Perception of
Corruption on
Public Officials

Corruption in
regional
institutions
Quality of
Government

Corruption
Perception Index

0 (highly corrupt) - 10 (highly
clean)

Diversion of Public
Funds

1 (very common) - 7 (never
occurs)

The CPI focuses on corruption in the public sector and defines
corruption as the abuse of public office for private gain. The
surveys used in compiling the CPI tend to ask questions in
line with the misuse of public power for private benefit, with a
focus, for example, on bribe-taking by public officials in public
procurement. The sources do not distinguish between
administrative and political corruption. The CPI Score relates
to
perceptions of the degree of corruption as seen by business
people, risk analysts and the general public.
Weighted average of the answers to the question "In your
country, how common is diversion of public funds to
companies, individuals, or groups due to corruption?"

Transparency International
Corruption Perception Index

27

Global Competiveness Report 2010

27

World Bank Database

27

Government
investment in
capital formation
(% of GDP)

%

Gross capital formation consists of outlays on additions to the
fixed assets of the economy plus net changes in the level of
inventories. Fixed assets include land improvements (fences,
ditches, drains, and so on); plant, machinery, and equipment
purchases; and the construction of roads, railways, and the
like, including schools, offices, hospitals, private residential
dwellings, and commercial and industrial buildings.
Inventories are stocks of goods held by firms to meet
temporary or unexpected fluctuations in production or sales,
and "work in progress." According to the 1993 SNA, net
acquisitions of valuables are also considered capital
formation.

Government
expenditure on
health (% of GDP)

%

Includes government spending dedicated to medical products,
appliances and equipment, outpatient services, hospital
services, public health services and R&D in health.

Eurostat

27

%

Overall result of a country's general government budget over
a one year accounting period. It includes all government
levels (from national to local) and public social security funds.
The budget balance is the difference between government
revenues (e.g., tax) and spending.

Global Competiveness Report 2010

27

%

Total tax revenue is the income a government generates
through the taxation of the people. It includes taxes on
production and imports, current tax on income and wealth,
capital gains tax, and social contributions.

Eurostat

27

Government
budget balance (%
of GDP)

Tax revenue (% of
GDP)

Vulnerable
employment (% of
total employment)

%

Vulnerable employment is unpaid family workers and ownaccount workers as a percentage of total employment.

World Bank Database

27

Women in
parliament

%

Composition of the parliament at the end of year 2009. In
bicameral systems data is taken for the lower house.

Inter-Parliamentary Union
Homepage

26

Brain-drain

1 (the best and brightest
normally leave to pursue
opportunities in other
countries) - 7 (there are many
opportunities for talented
people within the country)

Weighted average to the question: "Does your country retain
and attract talented people?"

Global Competiveness Report 2010

27

Absorption rate of
EU funds

%

Funds allocated per Member State that have been paid by the
Commission, on the basis of claims submitted. It indicates
payment rate for territorial cooperation. These are combined
figures for the European Regional Development Fund, the
Cohesion Fund and the European Social Fund.

European Commission

27

Government
favouritism

1 (always show favouritism) - 7
(never show favouritism)

Weighted average of the responses to the question: "to what
extent do government officials in your country show
favouritism to well-connected firms and individuals deciding
upon policies and contracts?"

Global Competiveness Report 2010

27

Perception of
corruption in daily
life

%

Respondents who "totally agree" or "tend to agree" that they
are personally affected by corruption in their daily life.

Eurobarometer 374

27

Rank (1-183)

Provides a quantitative measure of regulations for starting a
business, dealing with construction permits, employing
workers, registering property, getting credit, protecting
investors, paying taxes, trading across borders, enforcing
contracts and closing a business, as they apply to small and
medium enterprises.

International Bank for
Reconstruction and Development /
World Bank

26

Ease of doing
business

Trade barriers

Basic public
services for
citizens fully
available online

Days

Trade barriers are measured in days required to import in
calendar days. The time calculation for a procedure starts
from the moment it is initiated and runs until it is completed. If
a procedure can be accelerated for an additional cost, the
fastest legal procedure is chosen. It is assumed that neither
the exporter nor the importer wastes time and that each
commits to completing each remaining procedure without
delay. Procedures that can be completed in parallel are
measured as simultaneous. The waiting time between
procedures--for example, during unloading of the cargo--is
included in the measure.

World Bank Database

26

%

Online availability and delivery of 20 basic public services: the
extent to which there is fully automated and proactive delivery
of the 20 key public services. The 20 services used as
reference for benchmarking are: income taxes, job search
services, social security benefits (unemployment benefits,
child allowances, medical costs, student grants), personal
documents (passports, driver's licence) , car registration,
application for a building permission, declaration to the police,
public libraries(catalogues, search tools), (birth and marriage)
certificates, enrolment in higher education, announcement of
moving, health‐related services, social contribution for
employees, corporate tax, VAT, registration of a new
company, submission of data to statistical offices, customs
declaration, environment‐related permits, public procurement.

Capgemini, IDC, Rand Europe,
Sogeti and DTi for the European
Commission, "Digitalizing Public
Services in Europe: Putting
Ambition Into Action", 9th
Benchmark Measurement

27

27

27

% of population
using egovernment

%

% of respondents using e-government services.

Capgemini for the European
Commission DG for Information
Society and Media, "The User
Challenge Benchmarking: The
Supply of Online Public ServicesSeventh Measurement"

Strength of
auditing and
reporting
standards

1 (extremely weak) - 7
(extremely strong)

Weighted average of the answers to the question "how would
you assess financial auditing and reporting standards
regarding company financial performance?"

Global Competiveness Report 2010

Public sector
wages

Euros

Salary of first
instance judges

Ratio

Own estimation of average salaries in the public sector,
calculated based on government expenditure on
compensation of employees (European Commission AMECO
database, extracted on 20.11.12) and general government
employment (ILO Laborsta database, extracted on 21.11.12).
Data is from 2010, with the following exceptions: Hungary
(2009), Croatia, Greece, Portugal and Switzerland (2008),
Sweden (2007), and France (2006).
Gross annual salary of 1st instance judges with regards to the
national average gross annual salary.

European Commission
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European Commission

27

Ratio

Number of civil society organizations per million inhabitants.
CSO data was extracted from CIVICUS, a global network of
civil society organizations active in the area of social and
economic development.

Grimes, M. “Contestation or
Complicity: Civil Society as Antidote
or Accessory
to Political Corruption.” QoG
Working Paper Series, 2008:8.
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Voluntary work

%

Respondents that answered "Yes" to the question: "Do you
currently participate actively in or do voluntary work for one or
more of the following organisations?" The organisations
included in the list were: sports club or association, cultural,
education or artistic association, charitable or social aid
organisation, religious organisation, trade union, organisation
for environmental protection, leisure association for the
elderly, business or professional organisation, political party or
organisation, interest groups for specific causes, international
organisation, organisation defending the interests of patients
and/or disabled people, consumer organisation, and
organisation for the defence of the rights of elderly people.

Standard Eurobarometer 72,
Volume 2

27

Press freedom

0 (most free) - 100 (least
free)

The index assesses the degree of print, broadcast, and
internet freedom in every country in the world, analysing the
events of each calendar year.

Freedom of the Press Index

27

Newspaper
readership

%

Daily newspapers refer to those published at least four
times a week and calculated as average circulation (or
copies printed) per 1,000 people

World Bank Database

27

Internet users

%

People with access to the worldwide network.

World Bank Database

27

Civil Society
Organizations per
million people

European Union Member States
ALINA MUNGIU-PIPPIDI
AND ROBERTO MARTÍNEZ B. KUKUTSCHKA

For many years corruption was seen as a problem only of developing
countries, while the European Union (EU) on the contrary was the temple of the rule
of law, exporting good governance both to its own peripheries and worldwide. Many
European countries indeed remain among the best governed in the world, although
the downfall of the Santer Commission on charges of corruption, the enlargement
of the EU by its incorporation of new member countries with unfinished transitions,
and the economic crisis all strongly indicate that control of corruption is difficult to
build and hard to sustain. Older member countries Greece, Italy, Portugal and Spain
have all regressed (See Figure 1) rather than progressed since they joined – the first
two of them to worrying levels – and that has raised doubts about the EU’s transformative effect on its members.
Data published by the World Bank and taken from the Worldwide Governance
Indicator (WGI) Control of Corruption offer a global picture which is no less
challenging. Of 196 countries only 21 (mostly Caribbean and Balkan) showed
statistically significant improvement since 1996, and 27 countries significantly
regressed leaving only fewer than a quarter of countries around the world with a
reasonable control over corruption. Although on average more than 90% of Europeans
in the 27 EU member countries declare that they were not asked for a bribe last year,
79% fully or partially agree that corruption exists in their national institutions,
although with insignificant differences between regional or local levels of government.
Almost half of all Europeans (47%) think that the level of corruption in their country
has risen over the past three years, with national politicians (57%), and officials
responsible for awarding public tenders (47%) the most likely to be blamed for such
behaviour.1 In new East European member countries, with the exception of Estonia
and Slovenia, more than 10% had directly encountered some form of bribery during
the previous year. The gap between the widespread perception of corruption and
limited experience of actual bribery shows that Europeans consider other types of
behaviour as well as bribery to be corrupt, for instance the peddling of political
influence, favouritism or clientelism.

1

Special Eurobarometer Survey 374, “Corruption”, available at
<http://ec.europa.eu/public_opinion/archives/ebs/ebs_374_en.pdf>

1

Figure 1. Progress and regress in the European Union – selected countries

Data source: Worldwide Governance Indicators (1996-2011)

I.

Consequences of corruption in EU

Our ability to measure corruption enables us to gather evidence of its detrimental
consequences, unlike the literature previous to these measurements, which highlighted
the positive functions of corruption: as an effective way to compensate for functional
deficiencies in the official structure (Merton 1957: 73), an alternative to revolution and
civil war (Bayley 1966; Dwivedi 1967; Huntington 1968); as a means to achieve political
stability (Huntington 1968) and to integrate elite and non-elite members (Nye 1967);
the oil for the wheels of the economy (Huntington 1968: 68); and as a lubricant for the
economic development of modernizing countries (Leys 1965; Bayley 1966; Nye 1967).
The possibility of measuring corruption and thus the ability to relate it to other indicators
has reversed those arguments. For instance, the currently most-quoted corruption
paper, presently available from oxfordjournals.org, is “Corruption and growth” by the
economist Paulo Mauro of the International Monetary Fund. The association between
corruption and growth raised the interest of social science, media and policymakers to
its current heights, although findings remain disputed.
Using a method similar to Mauro’s but with a different dependent variable, this
report examines the impact of corruption on a number of areas essential to Europeans.
Seeing the complexity of economic crises, we have not directly measured the impact of
corruption on growth. Control of corruption is certainly strongly associated with high
levels of development, and we use development as a control to test the relationship
between corruption and a number of negative outcomes, as we will argue that a
significant proportion of corruption affects social welfare in a variety of ways.

2

1. The impact of corruption on public investment
A longstanding controversy exists over whether big government is the source of
corruption or the solution to it. In Europe, big government, when measured as the
proportion of total spending from GDP, is associated with less corruption, not more;
while the opposite is true for Latin America. It seems rather obvious when you consider
that the Scandinavian countries, as the least corrupt countries in Europe, are big
spenders traditionally associated with social welfare (Rothstein & Uslaner 2005). But
what if, under certain conditions, the type of spending rather than its size is more prone
to feed corruption? We suggest that the opportunity for discretionary spending in the
absence of adequate constraints is what fuels grand corruption rather than the actual
amount of spending. For instance, corrupt politicians tend to orient public spending so as
to maximize income for their clients and political sponsors, which generally means that
the money is channelled to projects resulting in large government contracts which are
attributed to favoured contractors. The problem with that – even presuming that no
extra costs would be incurred by the government and that such projects do add
something to social welfare - is that such client-directed spending tends to be
unaffordable and so squeezes investment in other areas. If we are right, then we should
find that the more corrupt EU states are associated with greater project spending (see
Figure 2), and less social investment, for instance in health programmes (see Figure 3). The
most corrupt European countries indeed spend significantly less on health. They are also
those where citizens complain more loudly of corruption in their healthcare system.
Figure 2. Corruption and projects spending2

Data source: World Bank Database, Gross capital formation (% of GDP)
2

Gross capital formation (% of GDP); General government gross fixed capital formation (ESA95 code P.51) consists of
resident producers’ acquisitions, less disposals of fixed assets during a given period plus certain additions to the value of
non-produced assets realized by the productive activity of government producer or units. Fixed assets are tangible or
intangible assets produced as outputs from processes of production that are themselves used repeatedly, or
continuously, in processes of production for more than one year, available at
<http://data.worldbank.org/indicator/NE.GDI.TOTL.ZS>
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Figure 3. Corruption and health spending3

Data source: Eurostat, “General government expenditure by function (COFOG)”

Romania and Bulgaria are at one extreme, spending little on health and far more
on projects, with Denmark at the opposite extreme. Of course, part of the explanation
is development: Romania and Bulgaria are far less developed than Denmark so they
still require construction of a modern transport infrastructure and so on. However,
the underfunding of healthcare creates systemic corruption problems only within the
health system. For example, the state in Bulgaria, Romania or Lithuania claims to
provide medical treatment at prices in line with the capability of the state health
insurance system, but the reality is that the insurance system is doubly inadequate.
First and foremost because if their claims were true and everyone in need began to
request the available services like screening or surgery, state insurance funds would
be insufficient to cover even a quarter of the resulting costs. Second, because the
state pretends to believe that doctors and nurses can do their work for the wages
they are paid, which is simply not possible in those new EU member countries from
the East. The salaries of doctors and nurses in Romania and Bulgaria for example are
on average below 500 USD per month. The shortfall between the official cost of
services and the real cost of the work is therefore offset by ‘gifts’ paid by patients to
supplement their insurance cover and that is how a balance is established between
supply and demand and how more realistic prices are set. Can such goings-on be
considered perhaps a clever way for governments to supplement the income of the
heath sector without introducing an unpopular tax, with the benefit resulting from
investment in projects offering some form of compensation? Not really, as returns
from public investment are also the lowest in the most corrupt countries, while health
systems are chronically underfinanced.
Now; if we look at Greece or more particularly Italy, those two countries are the
3

Health spending is measured as total general government expenditure on health as share of GDP, available at
<http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=gov_a_exp&lang=en>
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outliers of the corruption-related association outlined, especially where health
spending is concerned. Being richer than Bulgaria, Romania and Lithuania, Greece
and Italy have managed to spend on health as well as on projects, but as one would
expect that is a recipe for fiscal deficit.
2. The impact of corruption on fiscal deficit
The mechanism described in the previous section, of client-directed spending
concentrated on a few beneficiaries over and above social spending spread evenly
among everyone entitled to it, makes for a very costly combination. Using the most
recent data we discover that a significant association does indeed exist between
corruption and budget balance at an EU level (see Figure 4; see also Kaufmann 2010).
There a few outliers to what is otherwise a clear association between low corruption
and a budget balance very close to zero as seen in Denmark and Finland, and high
corruption and a poor balance as in Greece, Romania or Latvia. The result robust with
development controls, and shows that there is an undeniable link between corruption
and overspending.
Figure 4. Corruption and balance of Government budget4

Data source: World Economic Forum, “Global Competitiveness Report 2010-2011”

3. The impact of corruption on tax collection
A deficit is not created by spending alone, and corruption in all countries lying below
the rank of 65 in the Control of Corruption WBI rankings tends to cut across sectors.
Therefore the hope that perhaps a country which overspends due to corruption
might compensate for that in other areas, by collecting its income efficiently, is plainly
wrong. At the level of EU-27 the more corrupt states are those with the worse

4

Fiscal deficit/surplus; Government gross budget balance as a percentage of GDP, available at <http://www3.
weforum.org/docs/WEF_GlobalCompetitivenessReport_2010-11.pdf>
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performance on tax collection too (see Figure 5). The association is significant and
robust, with Lithuania, Romania Bulgaria in the worst positions and Denmark again in
the lead. Italy and Ireland are outliers, Italy showing collection better than its poor
corruption rating would predict, and Ireland with collection efficiency inferior to its good
score for its control of corruption.
A simple estimate on the basis of regression analysis shows that if EU member
states would all manage to control corruption at the Danish level, tax collection in
Europe would bring in yearly about 323 billion more, so the double of current EU
budget for 2013.
Figure 5. Corruption and tax
collection5

Data source: Eurostat, “Tax revenue statistics”

4. The impact of corruption on vulnerable employment
The link between corruption and the informal economy is complex in developing
countries (Dreher & Schneider 2010). For the European Union, the problem is somewhat
different. Being the most economically developed polity in the world, we expect the EU
to be able to control its informal sector and to protect its employees. But does it?
Regressing corruption on vulnerable employment we again find significant association,
robust even when a control for development is added to the model. Corruption leads
to a significant increase in the number of vulnerable employees (see Figure 6), which
in its turn influences tax collection and an array of other factors. Romania seems
an outlier, as it has even more vulnerable employment than its level of corruption
would predict because it is the most rural country in Europe with more than 30%
5

Tax revenue to GDP ratio. Total receipts from taxes and social contributions (including imputed social contributions)
as percentage of GDP, available at
<http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Tax_revenue_statistics>
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engaged in subsistence farming. However, the model fits Italy very well as too nearly
all other countries and with Denmark again the perfect fit and the best performer,
with Romania in worst position.
Figure 6. Corruption and vulnerable employment6

Data source: World Bank database, “Vulnerable employment”

5. The impact of corruption on gender equality
Denmark and Romania are again the perfect opposites when it comes to the impact
of corruption on gender equality (see Figure 7). The significant association between
the two variables has long been known, although it has received quite different
interpretations (Sung 2003). It is also strong at the EU level, especially when the
indicators measuring women in politics are considered (the association with gender
pay gap is not significant). In other words, more corrupt countries do not pay women
significantly less, but do significantly restrict their access to positions of power. We
interpret that finding here on the side of those who argue that this is not about
women, but about governance. Where power and privilege are concentrated in
certain networks and groups which manage to control access to public jobs, where in
other words societies are dominated by favouritism and corruption, we find that
weaker groups - as a rule women and minorities - tend to be excluded. The presence
of few women in Parliament is a significant indicator of the presence of favouritism in
political life.

6

Vulnerable employment means unpaid family workers and own-account workers as a percentage of total
employment, available at <http://data.worldbank.org/indicator/SL.EMP.VULN.ZS>
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Figure 7. Women in parliament and corruption7

Data source: Inter-Parliamentary Union Homepage, “Women in National Parliaments”

6. The impact of corruption on the “brain-drain”
Corruption significantly increases the brain-drain. Corrupt societies which channel
access through patronage and corruption therefore discourage meritocracy and
encourage talented people to seek recognition elsewhere. The association is highly
significant, controlling for development at the level of the EU-27. That is particularly
revealing considering that the EU is a common labour market. Apart from language
barriers there are few obstacles to internal migration in the European Union, and
seeing that some new member countries from Eastern Europe have a highly educated
population but high levels of favouritism and corruption, the brain-drain is a major
threat to their economic recovery. The risk is faced not only by Romania, Lithuania,
Latvia and Bulgaria, but by Italy and Greece too (See Figure 8).

7

This indicator refers to the composition of the parliament at the end of the corresponding year (1990-2009). In
bicameral systems data is taken for the lower house. It is used as a proxy for how much women are represented and
how much their role in society is recognized, available at <http://www.ipu.org/wmn-e/classif-arc.htm>
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Figure 8. The “Brain-drain” and the control of corruption8

Data source: World Economic Forum, “Global Competitiveness Report 2010-2011”

7. The impact of corruption on the absorption of EU funds
Finally, the existence of corruption is a significant barrier to the effective
absorption of EU Cohesion Funds, even ignoring the effectiveness with which such
funds reach their development objectives. It simply means that the more corrupt a
country is, the less funding it succeeds in attracting for it to spend and be reimbursed
by the EU from Cohesion Funds (See Figure 9). That leads to a vicious circle, as such
funds are intended to foster development, in the absence of which corruption thrives.
Corruption is obviously not the only factor affecting absorption: Lithuania and Poland
are less corrupt than Romania, Bulgaria and Italy, but the difference cannot fully
explain the wide differences in their performance in the absorption of EU funds.

8

Weighted average of the answers to the question “Does your country retain and attract talented people?”. Answers
range from 1 (the best and brightest normally leave to pursue opportunities in other countries) to 7 (there are many
opportunities
for
talented
people
within
the
country,
available
at
<http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2010-11.pdf>
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Figure 9. Absorption rate and corruption9

Data source: European Commission, “EU cohesion funding- key statistics”

II.

Leaders and laggards

The EU likes to think of itself as enjoying the best rule of law and control of corruption
in the world. International corruption rankings annually give many EU countries high
marks for their capacity to control corruption, with ten countries regularly in the upper
quarter of the best-governed countries in the world. Over the years, the hope that the
EU’s liberalized and harmonized markets and strong rule of law would determine the
convergence of Italy, Greece, and the newer member states from the East has
somewhat faded. Excepting Estonia and Slovenia, both of which quickly rose to join the
leading group, hopes for the others did not materialize. Italy and Greece stagnated, even
declined. So too did Spain, Portugal and Cyprus, while even Austria and the United
Kingdom which were always near the top have recently slipped back somewhat. It is
clear that national boundaries remain the boundaries of governance despite the transterritoriality of crime and, increasingly, the law. Control of corruption is built up within
domestic borders: if control fails nationally there is little that international law and
conventions can do.
While the research project ANTICORRP will return with a full evaluation of national
and subnational favouritism and corruption next year, for the purpose of the current
report we shall highlight only those features which illustrate the dangers of corruption
to the common market in certain EU countries. For instance, to what extent is market
competition hindered by government favouritism, state capture by corporate interests
and corruption? The whole rationale behind the existence of the EU is that a common
9

Percentage of the total funds allocated per Member State that has been paid by the Commission, on the basis of
claims submitted. It indicates the payment rate for territorial cooperation. These are the combined figures for the
European Regional Development Fund, the Cohesion Fund and the European Social Fund, available at
<http://ec.europa.eu/regional_policy/thefunds/funding/index_en.cfm>
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market will increase economic competitiveness and performance. If certain
governments favour certain companies over others (whether due to political ties,
contributions to party finance, bribery, the “pork barrel”) the common market is
endangered. Authors like Carolyn Warner have previously argued that increased
competition due to the common market did not manage to restrain corruption: in fact
quite the contrary (Warner 2007).
There is considerable variation among European countries where government
favouritism is concerned (see Figure 10). The European average is below 4 with the
maximum positive score being 7, and only seven countries are significantly above
average: the four Scandinavian countries, Germany, the UK and Luxembourg. One new
member country, Estonia, has managed to increase its performance to reach the
average, while Greece and Italy are level with Romania, Slovakia, the Czech Republic,
Latvia, Hungary and Bulgaria, which score the worst. In other words, in a considerable
number of EU member states (MS) we find that even on the core EU matter of the
common market, government favouritism is the rule rather than the exception in more
than half the countries of the EU (17), when the benchmark should be no fewer than 4
out of 7.
Figure 10. Performance on government favouritism of EU MS10

Data source: World Economic Forum, “Global Competitiveness Report 2010-2011”

The second important question is the extent to which the allocation of public
funds, including European funds, is affected by discretion due to favouritism, fraud and
corruption? (see Figure 11). The allocation of public resources should be universal, fair
and lawful and not determined by favouritism due to a particular authority or office
holder’s ties to any company, individual or group. As a Swedish textbook for civil
10

Weighted average of the responses to the question: to what extent do government officials in your country show
favouritism to well-connected firms and individuals when deciding upon policies and contracts? Answers range from 1
(always show favouritism) to 7 (never show favouritism), available at
<http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2010-11.pdf>
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servants specifies: “When implementing laws and policies, government officials shall not
take anything about the citizen/case into consideration that is not beforehand stipulated in
the policy or the law” (Strömberg 2000).
Figure 11. Diversion of public funds in EU MS11

Data source: World Economic Forum, “Global Competitiveness Report 2010-2011”

While most corruption surveys focus on bribes, once we accept that some EU
governments provide market favours for companies in Europe we should question
government impartiality in the realm of spending as well, especially since we presented
evidence in the previous section that corruption greatly influences the distribution of
public spending, channelling more funds into projects as opposed to into universal
allocations. Unfortunately there are almost no audits to check on the relevant kind of
data and practically no research, with money regularly being poured into new waves of
surveys on corruption perception instead of into monitoring of public spending.
What should such monitoring audits look for? First, funds that are distributed only
discretionarily, in other words without the transparent logic that would make any
other civil servant authorize spending in exactly the same pattern as the particular
individual supervising any given transaction which we might care to examine. Second,
that the recipients of privileged allocations (transfers, subsidies, public contracts), have
some particular tie to the party granting the allocation, a tie which would of course
explain why the advantage was granted to them instead of to others. Such ties which
could explain favouritism might be political (for instance, more EU funds can be
granted to regions where leadership is of the same political persuasion as that of the
controllers of funds; or extra-budgetary funds (such as reserve funds of prime ministers
11

Weighted average of the answers to the questions: how common is diversion of public funds to companies,
individuals, or groups due to corruption? [1 = very common; 7 = never occurs], available at
<http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2010-11.pdf>
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as in Slovakia, or of the government, as in Romania) might be distributed to reward
political supporters’ constituencies against opposition in the national Parliament; or
discretionary allocation might be made either on the basis of regional, ethnic or family
solidarity; or there might be personal rewards for those who decide allocations (bribes,
kickbacks). The UNCAC, as well as the legislation of many countries considers not just
bribes but any allocation of that kind as corrupt, but unless we understand how
allocations work in general it is difficult to discern if bribes are a way of paying for
privilege, or its opposite – a way of buying equal access.
A more eloquent example as an illustration is the fate of international (mostly
European) construction companies in the new member country of Romania, where
government favouritism is entrenched. The same example could be taken from all
countries with similar levels of government favouritism and across all sectors where
government contracts are important, and not only infrastructure. What the figure below
shows (see Figure 12) is turnover and profit of international companies compared to
Romanian ones before and after EU accession (2004-2007). Romania’s domestic
companies thrived after accession when theoretically competition should have increased,
with some of the companies making profits of 30% or more during recession years when
the entire construction sector contracted nationally, while international ones diminished
to near extinction. All the fabulous profits can be explained by government contracts
commissioned by Romania’s National Companies for Roads, a state operator.
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Figure 12. Turnover and profit of domestic and international companies in Romania12

Source: Romanian Academic Society, Annual Policy & Forecast Report, Romania in 2011, p. 14

12

Alina Mungiu-Pippidi et al. 2011. Beyond Perception: Has Romania’s Governance Improve since 2006? Bucharest:
Romanian Academic Society, accessible on <www.sar.org.ro>
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Why did that not happen before 2007, since appointments to management of the
company had always been political? The reason was the pending uncertainty related to
Romania’s Accession date, whether it would be 2007 or 2008, which made the
government reluctant to discriminate so much against European companies prior to
Accession. Since the publication of the figures in 2011 one of the most successful
domestic entrepreneurs, Nelu Iordache from Romstrade, has been investigated by the
OLAF and finally charged by Romanian prosecutors. He had allegedly built a private
empire with public funds: the last acquisition - which precipitated his arrest - was the
purchase of an aircraft for his company Blueair with the co-financing funds that the
Romanian government had advanced for Arad-border highway, an EU-sponsored project
which had been stalled for years. Had not Mr. Iordache openly misused that public
money, no prosecutors would have considered data presented in Figure 12 worth
investigating, although it clearly shows a non-random distribution and clear
discrimination against companies lacking national political connections. Connecting that
to the legendary inefficiency of Romania’s infrastructure development, we have a
complete picture of how corruption can sabotage development intended to be
sponsored by EU funds.
Having established how government favouritism is tied in with discretionary
allocation of public funds we can go on to ask if ordinary citizens are affected by all
this, or does the bulk remain in the area of grand corruption, fiscal deficit and so on? The
answer is that citizens are affected, and proportionally so- there is again a correlation
between countries with high government favouritism, diversion of public funds and
complaints by citizens about poor services.
In a 2012 Eurobarometer the same group of countries (plus Cyprus, Lithuania,
Portugal, Bulgaria) present the largest number of citizens complaining that corruption
affects them most (see Figure 13). The European average is over 30 per cent, which is
already problematic – it means after all that a third of citizens complain that they are
personally affected by corruption - but in Romania and Greece the figure is above 70
per cent, indicating that we are dealing with policy failure, which cannot be solved by
legal means only.
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Figure 13. The perception of corruption in daily life in the EU MS13

Data source: Special Eurobarometer 374, “Corruption”

The conclusion to be drawn from this very brief review is that for a significant
number of MS (i.e. more than half), corruption affects both top government spending
decisions and the lives of ordinary people. The proportion is such that a policy
approach is needed: with more than half of citizens affected we are no longer
discussing corruption as ‘deviation’, but rather as the norm.

III.

Causes of corruption

Leaving aside the moralist literature on corruption, many economists consider that
when costs are low and resources and opportunities high, it is rational for an individual
to be corrupt. The World Bank’s Robert Klitgaard (1988: 75) defined corruption as
equilibrium, considering that when monopoly of power and administrative discretion
are not checked by accountability, then the result is corruption. The literature on the
enforcement of the rule of law (Becker and Stigler 1974), developed in Van Rijckeghem
and Weder (1997) also looks for a balance when suggesting that very low wages
combined with an absence of corruption detection leads to low control of corruption.
Most literature on the national causes of corruption classifies factors as economic,
political and cultural or groups the causes into two broad categories: structural factors
(population, legacies, religion, past regime) and current government policies
pertaining to the control of corruption (economic, but also specific anticorruption
policies). We suggest that an explanatory model of corruption at national level is best
described as an equilibrium between opportunities (resources) for corruption and
13

Percentage of respondents who “totally agree” or “tend to agree” that they are personally affected by corruption in
their daily life, available at
<http://ec.europa.eu/public_opinion/archives/ebs/ebs_374_en.pdf>
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deterrents (constraints) imposed by the state and society, as follows:
Corruption/Control of Corruption = Opportunities (Power Discretion + Material
Resources) – Deterrents (Legal + Normative)
Opportunities or resources can be detailed as:
• Discretionary power opportunities due not only to monopoly but also to
privileged access under power arrangements other than monopoly or oligopoly – for
example, negative social capital networks, cartels and other collusive arrangements,
purposely poor regulation encouraging administrative discretion, lack of transparency
turning information into privileged capital for power-holders and their relations, and
so on.
• Material resources - including state assets, concessions and discretionary
budget spending, foreign aid, natural resources in state property, public sector
employment, and any other resources which can be used and abused, turned into
spoils or generate rents.
Deterrents or constraints can be detailed as:
• Legal: This supposes an autonomous, accountable and effective judiciary able to
enforce legislation, as well as a body of effective and comprehensive laws covering
conflict of interest and enforcing a clear public-private separation.
• Normative: This implies that existing societal norms endorse public integrity and
government impartiality, and permanently and effectively monitor deviations from that
norm through public opinion, media, civil society, and a critical electorate.
We have tested this equilibrium formula empirically on a large number of
countries to great effect in another paper (Mungiu-Pippidi et al. 2011). Here in this
section we shall confine ourselves to reviewing the main significant determinants which
cause corruption, with a number of observations applying only to the EU-27.
Appendices 1-7 present all during our research several statistical models were tested,
but for this report we will focus only on the main determinants of corruption, since no
successful anticorruption policy can be enacted without addressing them. We also
present sundry solutions from the current anticorruption arsenal which although
usually recommended never seem to work. The statistical tests we used (regressions)
essentially use a comparative method allowing us to evaluate whether countries which
perform better are more or less associated with a certain determinant. When we say
that something ‘works’ or ‘does not work’ we mean that we find a significant difference
in controlling corruption between countries which have adopted that particular practice
and those which have not.
We controlled for development in order to ‘equalize’ countries and to be sure we
were not measuring some indirect effect of differences in development across the EU.
The proxy we used for development was the human development index, an aggregated
index formed from education, life expectancy and income which was devised by the
United Nations Development Program.
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The following has high impact and influences corruption greatly at the level of the
EU-27:
1. Administrative discretion or “Red tape”. There is a very strong association
between red tape and corruption, as excessive regulation is the main instrument
used to increase administrative discretion and through it corruption. Greece and Italy
are the outstanding cases, as Figure 14 shows. This indicator is an objective
assessment and not subjective, so examining its components leads directly to the
problem areas. The same relationship we can see when we look at the association
between trade barriers and corruption (see Figure 15).
Figure 14. Ease of doing business and corruption14

Data source: International Bank for Reconstruction
and Development/World Bank, ”Doing business 2010”

14

The ease of doing business index provides a quantitative measure of regulations for starting a business, dealing with
construction permits, employing workers, registering property, getting credit, protecting investors, paying taxes,
trading across borders, enforcing contracts and closing a business – as they apply to domestic small and medium
enterprises, available at <http://www.doingbusiness.org/reports/global-reports/doing-business-2010>
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Figure 15. The association between trade barriers and corruption15

Data source: World Bank database. “Time to import (in days)”

2. Transparency and e-government. Transparency, in a variety of areas (fiscal
transparency; transparency of assets for public officials; transparency of decisionmaking) is a key instrument for reducing administrative discretion. The more
states offer their services electronically, the more corruption decreases (see Figure
16 and Figure 17). The effect is however mediated by a population able to use such
services, in other words connected to the Internet and using it. Italy, for instance, is
a developed country with a reasonable number of Internet connections, but with
limited use. New member countries like Estonia have curtailed corruption
dramatically by cutting red tape and advancing e-government, practically
eliminating most opportunities for corruption. Even in the absence of mass usage,
transparency works due to mass media, NGOs or directly interested parties (for
instance in procurement).

15

Time to import in days is recorded in calendar days. The time calculation for a procedure starts from the moment it is
initiated and runs until it is completed. If a procedure can be accelerated for an additional cost, the fastest legal
procedure is chosen. It is assumed that neither the exporter nor the importer wastes time and that each commits to
completing each remaining procedure without delay. Procedures that can be completed in parallel are measured as
simultaneous. The waiting time between procedures –for example, during unloading of the cargo – is included in the
measure, available at <http://data.worldbank.org/indicator/IC.IMP.DURS>
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Figure 16. The association between e-government availability and corruption16

Data source: Capgemini, IDC, Rand Europe, Sogeti and DTi for the European Commission, Directorate
General for Information Society and Media, “Digitizing Public Services in Europe: Putting ambition into
action”, 9th Benchmark Measurement, December 2010
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Extent to which there is a fully automated and proactive delivery of the 20 key public services. The 20 services used
as reference for benchmarking are: income taxes, job search services, social security benefits (unemployment benefits,
child allowances, medical costs, student grants), personal documents (passports, driving licence), car registration,
application for building permission, declaration to the police, public libraries (catalogues, search tools), birth (and
marriage) certificates, enrolment in higher education, announcement of moving, health‐related services, social
contribution for employees, corporate tax, VAT, registration of a new company, submission of data to statistical offices,
customs declaration, environment related permits and public procurement, available at
<http://www.capgemini.com/insights-and-resources/by-publication/2010-egovernment-benchmark>
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Figure 17. The association between e-government users and corruption17

Data source: Capgemini for European Commission Directorate General for Information Society and
Media, “The User Challenge Benchmarking: The Supply of Online Public Services
– Seventh Measurement”, 2007

17

Capgemini 2007: “The User Challenge Benchmarking The Supply Of Online Public Services – Seventh Measurement”,
prepared for the European Commission Directorate General for Information Society and Media, available at
<http://www.de.capgemini.com/m/de/tl/EU_eGovernment_Report_2007.pdf>
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3. Quality of audit for the public sector. Though we miss an objective evaluation of
public sector audit, we have a measure of its effectiveness in the World Economic
Forum’s Global Competitiveness Report 2010-2011. This measure correlates very
well with control of corruption (see Figure 18).
Figure 18. Strength of auditing/reporting standards and corruption18

Data source: World Economic Forum, “Global Competitiveness Report 2010-2011”

4. The dimension of public sector wages. Development matters. Poverty and an
informal economy are major corruption resources before themselves becoming
impediments to development. Any country where claimants are in poverty, Court
clerks discontented and income disparities great is unable to establish a judiciary
capable of enforcing the law impartially and controlling corruption. Whilst we find
a direct correlation between public sector wages and control of corruption (see
Figure 19), we also find that it is overall development which matters and not just
salaries in selected categories. In the EU as well as in the rest of the world it is
easier to maintain adequate control of corruption if everyone concerned is
reasonably comfortably off: policemen, judges, Court clerks, politicians and citizens.
Presently, countries which pay law enforcers and judges more are not less corrupt,
but rather the opposite (see Figure 20). This is probably because of the frequent
reforms happening in corrupt countries. What is needed is a gradual and uniform rise
in salaries, not disproportionate rises in certain public sector wages.

18

Weighted average of the answers to the question: how would you assess financial auditing and reporting standards
regarding company financial performance? Responses range from 1 (extremely weak) to 7 (extremely strong), available
at <http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2010-11.pdf>

22

Figure 19. Public sector wages and corruption19

Data source: European Commission, Annual macro-economic database (AMECO)
and International Labour Organization, Laborsta database

Figure 20. Salary of first instance judges and corruption20

Data source: European Commission for the Efficiency of Justice,
”European Judicial Systems”

19

Own estimation of average salaries in the public sector (in €), based on government expenditure on compensation of
employees, available at <http://ec.europa.eu/economy_finance/db_indicators/ameco> and general government
employment, available at <http://laborsta.ilo.org/default.html>. Data is from 2010, with the following exceptions:
Hungary (2009), Greece, Portugal and Sweden (2007), and France (2006).
20
Gross annual salary of 1st instance judges with regards to the national average gross annual salary. Data for the
United Kingdom is based on the average of salaries in England, Wales and Scotland only, available at <http://www.
coe.int/t/dghl/cooperation/cepej/evaluation/2012/Rapport_en.pdf>
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5. Civil society organizations (CSO) and the capacity for collective action. Control
of corruption is significantly better in countries with a larger number of CSOs (see
Figure 21) and with more citizens engaged in voluntary activities (see Figure 22). It
does not matter what kind of CSOs nor what kind of voluntary activity, for as long
as the capacity for association and collective action exists a society is able to keep a
check on public corruption. The association is so strong that its contrary must be just
as well understood. In the absence of public oversight it is quite impossible even by
repressive or administrative means to build-in control of corruption. Again, that
shows the disadvantage of some East European and Mediterranean regions, which
are rural and poor and have few NGOs which are all based in cities anyway.
Figure 21. CSOs and corruption21

Data source: Quality of Government standard dataset

21

Number of CSOs per million inhabitants, available at <http://www.qog.pol.gu.se/data/datadownloads/>
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Figure 22. Voluntary work and corruption22

Data source: Standard Eurobarometer 72

6. Free media and well informed critical citizens. Freedom of media and the
presence of a large number of citizens well-informed through newspapers or high
Internet use explain in considerable part good control of corruption (See Figure 23,
Figure 24 and Figure 25). Knowledge of levels of newspaper readership and of use
of the Internet enables us to predict the corruption score in over three quarters of
European countries showing the extent to which a society’s control of corruption is
dependent on public scrutiny and the society’s capacity for monitoring its own
government.

22

% of respondents that answered Yes to the question: QE 11. Do you currently participate actively in or do voluntary
work for one or more of the following organisations? The organisations included in the list were: sports club or
association, cultural, education or artistic association, charitable or social aid organisation, religious organisation,
trade union, organisation for environmental protection, leisure association for the elderly, business or professional
organisation, political party or organisation, interest groups for specific causes, international organisation,
organisation defending the interests of patients and/or disabled people, consumer organisation, and organisation
for the defence of the rights of elderly people.

25

Figure 23. Freedom of the press and corruption23

Data source: Freedom House

Figure 24. Newspaper readership and corruption24

Data source: World Bank database

23

The press freedom index is computed by adding three component ratings: Laws and regulations, political pressures
and controls and economic influences. The scale ranges from 0 (most free) to 100 (least free), available at
<http://www.freedomhouse.org/report-types/freedom-press>
24
Daily newspapers refer to those published at least four times a week and calculated as average circulation
(or copies printed) per 1,000 people, available at <http://data.worldbank.org/indicator/IT.PRT.NEWS.P3>
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Figure 25. Internet users and corruption25

Data source: World Bank database

What seems to make no significant impact:
1. Party funding restrictions. In the European Union, leaving aside the countries which
fund parties exclusively from the national budget we find that the more
restrictions a country has on party funding the more corrupt it is. That indicates that
countries which have achieved good control of corruption have managed it by
other means, while those which struggle with corruption and address it with more
and more legislation do not make much headway. In fact, except for the radical
measure of banning private party financing altogether, we find no evidence that it
works. Transparency of party funding, not type of party funding seems to matter
more.
2. Existence of a dedicated anticorruption agency. Countries in the EU with
special anticorruption agencies do not perform significantly better than countries
which deal with corruption through their normal legal system. We do find a strong
association between independence of the judiciary (expert score of WEF executive
survey) and control of corruption. In other words, if the judiciary is independent
from government, corruption can be controlled through normal prosecution and
the Law Courts. If the judiciary is not independent, than an anticorruption agency
is likely to become the target of political control, as has occurred in Latvia or
Romania. In Slovenia, the battle for the agency was so fierce that a former head
of it who was an internationally renowned anticorruption fighter was charged on
petty administrative grounds when he left office.
3. The existence of a Judicial Council. In the EU, the existence of a Judicial
Council entrusted with the self-regulation of magistrates is not associated with

25

Internet users are people with access to the worldwide network, available at <http://data.worldbank.org/
indicator/IT.NET.USER.P2>
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any significantly better control of corruption. EU countries which have succeeded
in building very effective control of corruption in Europe have done so by means of
different institutional arrangements for their systems of prosecution and their
judiciary arrangements. The one thing common to all – permanent positions for
judges - was already in place throughout the EU. No other silver bullets in terms of
the macro-organization of the judiciary can be found within the existing data.

IV.

Evaluating corruption risks

Reviewing the performance of individual countries on the determinants of
corruption sketched above (see Annex 1 and Annex 2 for the details) allows a better
understanding of variations across Europe - beyond the obvious dichotomy between
Scandinavia and the Eastern Balkans which is mirrored by a severe difference in
development between the two European regions. We ranked the countries from
best to worst performance by indicator using those proved to have a strong impact
on corruption, and we calculated the EU27 averages and identified whether a country
was above or below average, or in the bottom five. We then scored the position of each
country, added up the individual scores across indicators26 and grouped the results in
the Table 1.
Table 1. EU countries by corruption risk group
Resources/opportunities
Low

High

Austria

Ireland

Deterrents /Constraints

Belgium
High

Luxembourg

Estonia

Denmark

Malta

Hungary

Finland

Netherlands

Lithuania

France

Sweden

Germany

United Kingdom
Italy
Portugal

Low

Cyprus

Bulgaria
Czech Republic

Slovakia

Greece

Slovenia

Latvia

Spain

Poland
Romania

26

Scores were assigned to each country depending on their ranking. For resources, we assigned 0 points to the best
performers (above/below EU27 average depending on the indicator), 1 point to the middle group and 2 points to the
bottom 5, since higher resources are associated with more corruption. For constraints, we assigned 2 points to the
best performers (above/below EU27 average depending on the indicator), 1 point to the middle group and 0 to the
bottom 5, since higher constraints are associated with less corruption. We then added the number of points obtained
by each country and placed countries that obtained half or more of the available points in the resources or constraints
indicators in the “high” category and those that obtained less than half the points in the “low” category.
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The results enable us to classify all EU member states into four categories of
corruption risk based on the causal model presented in the previous section.
Group A (high deterrents, low opportunities) is the group with the lowest risk of
corruption, where control of corruption has been largely achieved and occasional
corrupt acts can be dealt with successfully. It includes countries such as Austria, Belgium,
Denmark, Finland, France, Germany, Ireland, Luxembourg, Malta, the Netherlands,
Sweden and the UK. Those countries control opportunities for corruption through a
transparent administration and economy, reduced officialdom and few opportunities
for discretionary spending. Their equilibrium was arrived at via different historical
paths and different organizational arrangements. Their diversity is good and the EU
should not aspire to institutional ‘monocropping’; in other words legislative
arrangements and organization which are too similar across member states.
For countries struggling to build control of corruption the lessons from Group A
countries are important insofar as they should be understood as development lessons.
In other words, imports of current institutional arrangements from Group A countries
to those with problems might be a tempting idea but is not likely to yield good results.
What is crucial is rather to understand how the better-governed countries established
control of corruption when corruption became a problem for them, in other words,
their historical strategies for solving the problem. Institutions in current Group A
countries are there for the maintenance rather than the establishing of control over
corruption, and it is the latter that countries with problems need. None of the new
member countries apart from Malta has managed to enter Group A, showing that there
are still challenges for the control of corruption.
It must be mentioned, however, that control of corruption applies only within
national borders; it is a domestic affair and nothing guarantees that a company from a
country belonging to Group A when operating in another county where corruption is
widespread would not play by the rules of the game applicable in countries where
there is no control of corruption and outsiders might be obliged to pay bribes to enter
particular markets. The only solution to that is strict enforcement of competition rules
and monitoring of government favouritism within the EU.
Group B includes countries which have managed to create significant deterrents but
still struggle with important challenges due to high resources for corruption. They include
Estonia, Lithuania, Hungary and Cyprus. It might come as a surprise that a country like
Estonia which performed best among new member countries and actively tries to reduce
its resources for corruption through neoliberal and e-government policies is in this group.
Two variables show the challenges remaining for control of corruption there, namely the
presence of significant EU funds, which increases the risk of corruption; and of an informal
economy. In this group Lithuania presents most challenges: a large informal economy and
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poor e-government combined with significant funds, both from domestic and EU sources,
which all raise the risk. Hungary has low e-government and significant discretionary funds,
mostly from EU sources. Meanwhile, poor e-government is the main risk for Cyprus.
Group C includes countries with relatively low resources, but low constraints too. This
group is composed of three Mediterranean countries, Italy, Spain and Portugal; and two
East European countries, Slovenia and Slovakia. The crisis has acted as a strong
anticorruption agent in these countries, drying up resources and opportunities for
corruption, yet they remain at higher risk than the previous group due to the presence of
insufficient constraints. Moreover, normative social constraints and legal deterrents seem
closely linked. The capacity to audit and control is considered insufficient in these countries;
the independence of the judiciary is seen as problematic at least in Italy and Slovakia, and
the tools available to society to control the government are feeble, with low levels of
Internet connection (Spain and Slovenia do somewhat better), weak civil society and little
media capacity to confront corruption.
Group D presents the highest corruption risks as it unites many opportunities with few
deterrents. This group includes Greece from the old member states and five newer
members: Poland, the Czech Republic, Latvia, Bulgaria and Romania, with control of
corruption decreasing in that order. For a country to be in this group it must score among the
five worst EU performers. Bulgaria, for example, on the constraints side scores lowest on
audit capacity and judicial independence, as well as media freedom. On the opportunities
side it is also in the bottom five for informal economy and discretionary funds. Romania is
equally problematic, doing worst for the chapters of informal economy, discretionary
spending, poor civil society, poor judiciary and it has a captive media and low internet
access and little e-government. Greece combines a great deal of red-tape and low
transparency with a poor performance overall on all constraints, legal and societal. Greek
internet access and e-government are at the level of an underdeveloped country, while the
country has an audit and a judiciary ranked among the worst. Civil society and media, in
other words the demand for good governance are also at the level of the bottom five.
Latvia has poor auditing and a captive media, as well as leading the European field for
informal economy. It has significant EU funds though, which poses great risks. The Czech
Republic’s main risk is the presence of too much officialdom in combination with high levels
of discretionary funds, which poses a challenge to the judiciary, and mediocre public
financial control. Poland has high spending on projects combined with much red-tape and
poorly developed civil society. The latter two countries do better than the rest in this group
and are closer to Slovakia and Hungary, but they are not quite equal yet.
This comparative report shows considerable variation on control of corruption
across EU member countries and opens the way to contextual reform paths for each and
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every country. Within each category of factors described here, specific strategies can be
designed for each country based on the existing problems, but also the strengths of each
country. As the statistical model presented here accounts for over 80% of the variation, so
remedial work based on any of the factors presented above would be a substantial
contribution to the control of corruption in the European Union.
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Annex 1: Pearson´s Correlations between Control of
Corruption and selected consequences of corruption in
the EU27

Variables

Government
investment in
gross capital
formation (%
of GDP)

WGI
Pearson
Control of Correlation
-0.52*
Corruption Sig. (2estimate
tailed)
0.013
2009 (1-10 N
22
best)
*** p<0.001, ** p<0.01, * p<0.05

Government
expenditure
on health (%
of GDP)

Electoral
turnout in
parliamentary
elections

Gender
pay
gap

Women in
Parliament
(%)

Brain
drain

Vulnerable
employment

Government
budget
balance (%
of GDP)

Tax
revenue
as % of
GDP

0.55**

0.317

0.170

0.678***

0.944***

-0.537**

0.547**

0.702***

0.003
27

0.107
27

0.396
27

0.000
26

0.00
27

0.003
27

0.003
27

0.000
27
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Annex 2: OLS analysis for Control of Corruption (2010)
with different resources as explaining variables

VARIABLES
Size of informal economy
(% of GDP)

(1)
(2)
Model I Model II
-0.23*** -0.13*
(0.044)
(0.059)

Government investment in
gross capital formation (%
of GDP)

(3)
(4)
Model III Model IV

-0.93*
(0.449)

(5)
(6)
(7)
(8)
(9)
Model V Model VI Model VII Model VIII Model IX

0.05
(0.401)

Average public sector wages

0.00*

0.00

(0.000)

(0.000)

Average annual regional
and cohesion funds as % of
GDP (2007-2013)

-1.55***
(0.289)

-0.85
(0.462)

First instance judges salary
ratio to national average
salary
HDI score
Constant

Observations
R-squared
Adj. R-squared
Standard errors in
parentheses
*** p<0.001, ** p<0.01, *
p<0.05

31.28*
(13.015)
10.70*** -18.44
(1.118)
(12.168)
27
0.52
0.50

27
0.61
0.58

(10)
Model X

8.33***
(1.587)

52.60***
(11.630)
-39.84**
(10.717)

27
0.15
0.11

27
0.54
0.50

3.39*
(1.230)

49.56**
(16.773)
-37.18*
(13.769)

7.27***
(0.539)

29.14
(15.397)
-18.53
(13.640)

19
0.22
0.18

19
0.50
0.43

27
0.53
0.52

27
0.59
0.56

-0.78
(0.541)

0.13
(0.432)

7.02***
(1.344)

53.17***
(10.826)
-40.45***
(9.714)

27
0.08
0.04

27
0.54
0.50
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Annex 2 (cont.): OLS analysis for Control of Corruption (2010)
with different resources as explaining variables

VARIABLES
Time to import (in days)

(11)
Model XI
-0.43***
(0.075)

(12)
Model XII
-0.32***
(0.057)

Ease of doing business

(13)
Model XIII

(14)
Model XIV

-0.07***
(0.019)

-0.05***
(0.013)

% of population using egovernment services
Online availability and delivery
of
20 basic public services
HDI score
Constant

Observations
R-squared
Adj. R-squared
Standard errors in parentheses
*** p<0.001, ** p<0.01, *
p<0.05

10.23***
(0.941)

36.35***
(7.207)
-22.18**
(6.460)

26
0.58
0.56

26
0.80
0.78

8.15***
(0.878)

43.88***
(7.784)
-30.08***
(6.807)

26
0.38
0.36

26
0.74
0.72

(15)
Model XV

(16)
Model XVI

0.13***
(0.017)

0.10***
(0.019)

(17)
Model XVII

(18)
Model XVIII

0.08*
(0.032)

-0.39
(0.763)

23.84**
(8.413)
-19.36**
(6.725)

-1.11
(2.734)

0.03
(0.026)
47.13***
(10.295)
-37.55***
(8.216)

27
0.72
0.71

27
0.79
0.77

27
0.18
0.15

27
0.56
0.53
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Annex 3: OLS analysis for Control of Corruption (2010)
with different constraints as explaining variables

VARIABLES
Press freedom

(1)
Model I
-0.31***
(0.040)

(2)
Model II
-0.23***
(0.044)

Internet users

(3)
Model III

(4)
Model IV

0.15***
(0.023)

0.11***
(0.028)

Daily Newspaper circulation per
capita

HDI score

Observations
R-squared
Adj. R-squared
Standard errors in parentheses
*** p<0.001, ** p<0.01,*p<0.05

0.02***

0.01***

(0.003)

(0.004)
0.17***
(0.025)

% of population doing voluntary
work

Constant

(5)
(6)
(7)
Model V Model VI Model VII

11.61***
(0.893)
27
0.70
0.69

25.39**
(8.474)
-11.72
(7.826)
27
0.78
0.76

-5.53**
(1.654)
27
0.64
0.62

26.19*
(10.052)
-24.64**
(7.484)
27
0.72
0.69

0.55
(0.835)
22
0.68
0.67

34.36**
(9.036)
-26.99**
(7.271)
22
0.82
0.80

0.09
(0.826)
27
0.65
0.64

(8)
Model VIII

0.12**
(0.037)
20.30
(12.444)
-15.84
(9.799)
27
0.68
0.66
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Annex 3 (cont.): OLS analysis for Control of Corruption (2010)
with different constraints as explaining variables

VARIABLES
CSOs per population

(9)
Model IX
0.11**
(0.030)

(10)
Model X
0.07**
(0.023)

Judicial independence

(11)
Model XI

(12)
Model XII

2.15***
(0.176)

1.87***
(0.235)

3.63***
(0.620)

42.15***
(9.293)
-31.75***
(7.814)

Constant

Observations
R-squared
Adj. R-squared

26
0.36
0.33

26
0.66
0.63

(14)
Model XIV

3.78***
(0.663)

-5.12***
(0.874)

12.50
(7.127)
-14.41*
(5.366)

-14.73***
(3.524)

2.75***
(0.510)
36.53***
(7.162)
-40.48***
(5.630)

27
0.86
0.85

27
0.87
0.86

27
0.56
0.55

27
0.79
0.77

Strength of auditing and
reporting standards
HDI score

(13)
Model XIII

Standard errors in parentheses
*** p<0.001, ** p<0.01,*p<0.05
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Annex 2: OLS analysis for Control of Corruption (2010)
with different constraints as explaining variables

VARIABLES
Press freedom

(1)
Model I
-0.31***
(0.040)

Internet users

(2)
(3)
Model II Model III
-0.23***
(0.044)
0.15***
(0.023)

(4)
(5)
(6)
(7)
(8)
Model IV Model V Model VI Model VII Model VIII

0.11***
(0.028)
0.02*** 0.01***

Daily Newspaper circulation per capita
(0.003)

(0.004)
0.17***
(0.025)

25.39**
(8.474)
11.61*** -11.72
-5.53**
(0.893)
(7.826) (1.654)

26.19*
(10.052)
-24.64** 0.55
(7.484) (0.835)

34.36**
(9.036)
-26.99** 0.09
(7.271) (0.826)

0.12**
(0.037)
20.30
(12.444)
-15.84
(9.799)

27
0.70
0.69

27
0.72
0.69

22
0.82
0.80

27
0.68
0.66

% of population doing voluntary work
HDI score
Constant

Observations
R-squared
Adj. R-squared

27
0.78
0.76

27
0.64
0.62

22
0.68
0.67

27
0.65
0.64

Standard errors in parentheses
*** p<0.001, ** p<0.01,*p<0.05
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Annex 4 (cont.): OLS analysis for Control of Corruption
(2010) with different constraints as explaining variables

VARIABLES
CSOs per population

(9)
Model IX
0.11**
(0.030)

(10)
Model X
0.07**
(0.023)

(11)
(12)
(13)
(14)
Model XI Model XII Model XIII Model XIV

2.15***
(0.176)

Judicial independence

1.87***
(0.235)
3.78***
(0.663)

Strength of auditing and reporting standards

Constant

3.63***
(0.620)

42.15***
12.50
(9.293)
(7.127)
-31.75*** -5.12*** -14.41*
(7.814)
(0.874) (5.366)

Observations
R-squared
Adj. R-squared

26
0.36
0.33

26
0.66
0.63

HDI score

27
0.86
0.85

27
0.87
0.86

2.75***
(0.510)
36.53***
(7.162)
-14.73*** -40.48***
(3.524)
(5.630)
27
0.56
0.55

27
0.79
0.77

Standard errors in parentheses
*** p<0.001, ** p<0.01,*p<0.05
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Annex 3: OLS analysis for Control of Corruption (2010)
with different anti-corruption instruments as explaining
variables

VARIABLES
Years since FOIA

(1)
Model I
0.02*
(0.011)

(2)
Model II
0.01
(0.009)

(3)
(4)
Model III Model IV

0.04**
(0.012)

Years since Ombudsman

Constant

0.02*
(0.010)
-0.05
(0.08)

Years since ACA
HDI score

(5)
(6)
Model V Model VI

47.82***
(10.001)
4.67*** -35.84*** 3.91***
(0.581) (8.482)
(0.588)

Observations
27
R-squared
0.15
Adj. R-squared
0.12
Standard errors in parentheses
*** p<0.001, ** p<0.01, * p<0.05

27
0.57
0.53

27
0.34
0.31

0.03
(0.06)
42.02***
52.96***
(9.574)
(10.096)
-31.40*** 5.58*** -40.15***
(8.058)
(0.762) (8.733)
27
0.63
0.60

27
0.02
-0.02

27
0.54
0.50
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Annex 4: Country ranking for indicators regarding
opportunities for corruption
Average size of
informal economy as Score
% of GDP
Austria
9,8
Luxembourg
9,9
United Kingdom 12,9
Netherlands
13
France
15,4
Germany
16
Ireland
16
Denmark
18,3
Finland
18,5
Sweden
19,6
Slovak Republic 19,7
Czech Republic 19,8
Belgium
22,5
Portugal
22,5
Spain
22,9
Hungary
25,8
Malta
27,0
Italy
27,2
Poland
28,0
Slovenia
28,0
Cyprus
29,4
Greece
29,9
Lithuania
31,9
Romania
36,3
Bulgaria
38,5
Estonia
40,3
Latvia
41,6
EU27 Average

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
1
1
1
1
1
1
1
2
2
2
2
2

23,7296296

Government
investment in gross
Score
capital formation (%
of GDP)
Austria
1,1
0
Belgium
1,6
0
Germany
1,7
0
Italy
2,1
0
Malta
2,1
0
Denmark
2,2
0
Greece
2,3
0
Finland
2,5
0
United Kingdom 2,5
0
Slovak Republic 2,6
0
France
3,1
0
Hungary
3,4
1
Ireland
3,5
1
Sweden
3,5
1
Netherlands
3,6
1
Portugal
3,6
1
Latvia
3,7
1
Cyprus
3,8
1
Estonia
3,9
1
Spain
4,0
1
Luxembourg
4,1
1
Czech Republic 4,3
1
Slovenia
4,4
2
Bulgaria
4,6
2
Lithuania
4,6
2
Poland
5,6
2
Romania
5,7
2

Average annual
amount received in
Score
cohesion funds (as %
of GDP)
Luxembourg
0,02 0
Denmark
0,03 0
Netherlands
0,04 0
Austria
0,06 0
Sweden
0,07 0
Ireland
0,07 0
United Kingdom 0,08 0
Belgium
0,08 0
France
0,10 0
Finland
0,13 0
Germany
0,15 0
Italy
0,26 0
Spain
0,47 0
Cyprus
0,50 0
Greece
1,30 1
Slovenia
1,65 1
Portugal
1,77 1
Malta
1,93 1
Romania
2,21 1
Slovak Republic 2,49 1
Czech Republic 2,52 1
Bulgaria
2,64 1
Poland
2,71 2
Estonia
3,39 2
Lithuania
3,51 2
Latvia
3,59 2
Hungary
3,69 2

% of population
using eGovernment Score
services

Online availability
and delivery of 20 Score
basic public services

Denmark
Finland
Sweden
Luxembourg
Netherlands
France
Austria
Slovak Republic
Estonia
Germany
United Kingdom
Belgium
Slovenia
Latvia
Spain
Ireland
Malta
Hungary
Poland
Portugal
Cyprus
Bulgaria
Lithuania
Czech Republic
Italy
Greece
Romania

78
68
68
67
64
59
51
51
50
50
48
45
44
40
39
37
37
35
28
26
25
24
24
23
23
16
8

Austria
Ireland
Italy
Malta
Portugal
United Kingdom
Denmark
Finland
Germany
Netherlands
Slovenia
Spain
Estonia
Latvia
France
Belgium
Poland
Czech Republic
Lithuania
Luxembourg
Bulgaria
Sweden
Hungary
Slovak Republic
Romania
Cyprus
Greece

100
100
100
100
100
98
95
95
95
95
95
95
94
93
85
79
79
74
72
72
70
70
66
63
60
55
48

EU27 Average

EU27 Average

EU27 Average

41,777778

EU27 Average

83,259259

3,337037

1,3129269

0
0
0
0
0
0
0
0
0
0
0
0
0
1
1
1
1
1
1
1
1
1
2
2
2
2
2

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
1
1
1
1
1
1
1
2
2
2
2
2

Ease of doing
business
United Kingdom
Denmark
Ireland
Finland
Sweden
Belgium
Estonia
Germany
Lithuania
Latvia
Austria
Netherlands
France
Cyprus
Slovak Republic
Bulgaria
Hungary
Portugal
Slovenia
Romania
Spain
Luxembourg
Poland
Czech Republic
Italy
Greece
Malta
EU27 Average

Score
5
6
7
16
18
22
24
25
26
27
28
30
31
40
42
44
47
48
53
55
62
64
72
74
78
109
N/A

0
0
0
0
0
0
0
0
0
0
0
0
0
0
1
1
1
1
1
1
1
2
2
2
2
2

Level of
resources for
corruption

Total score
(resources)
Austria
Belgium
Bulgaria
Cyprus
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Ireland
Italy
Latvia
Lithuania
Luxembourg
Malta
Netherlands
Poland
Portugal
Romania
Slovak Republic
Slovenia
Spain
Sweden
United Kingdom

0
1
7
5
5
0
5
0
0
0
6
7
2
3
6
9
2
3
1
7
3
9
3
4
2
2
0

LOW
LOW
HIGH
HIGH
HIGH
LOW
HIGH
LOW
LOW
LOW
HIGH
HIGH
LOW
LOW
HIGH
HIGH
LOW
LOW
LOW
HIGH
LOW
HIGH
LOW
LOW
LOW
LOW
LOW

40,5

level of resources is favorable to control corruption compared to the EU27 average (0 points)
level of resources is unfavorable to control corruption compared to the EU27 average (1 point)
level of resources is very unfavorable to control corruption compared to the EU27 average (2 points)
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Annex 5: Country ranking for indicators regarding
constraints for corruption

CSOs per population
Luxembourg
Denmark
Belgium
Netherlands
Sweden
Estonia
Ireland
Cyprus
Latvia
Portugal
United Kingdom
Austria
Finland
Czech Republic
Lithuania
Bulgaria
Hungary
France
Spain
Slovenia
Italy
Slovak Republic
Greece
Poland
Malta
Romania
Germany

78,82
36,05
30,05
25,91
21,35
19,24
18,79
14,74
11,06
10,76
10,13
9,56
9,53
8,83
7,77
7,66
7,28
7,22
7,08
6,83
5,82
3,181
3,111
2,641
0,615
0,481
N/A

EU27 Average

14,02

Score
2
2
2
2
2
2
2
2
1
1
1
1
1
1
1
1
1
1
1
1
1
0
0
0
0
0

Freedom of the
press
Finland
Sweden
Denmark
Belgium
Luxembourg
Netherlands
Ireland
Portugal
Estonia
Germany
Czech Republic
United Kingdom
Austria
Lithuania
Cyprus
Malta
France
Hungary
Slovak Republic
Poland
Spain
Slovenia
Latvia
Greece
Italy
Bulgaria
Romania
EU27 Average

Score

10
10
11
12
12
14
15
16
17
17
18
19
21
21
22
22
23
23
23
24
24
25
26
29
33
34
43
21

2
2
2
2
2
2
2
2
2
2
2
2
1
1
1
1
1
1
1
1
1
1
0
0
0
0
0

Internet users (% of
Score
population)
Netherlands
Luxembourg
Sweden
Denmark
Finland
United Kingdom
Germany
Slovak Republic
France
Belgium
Estonia
Austria
Latvia
Ireland
Czech Republic
Slovenia
Spain
Hungary
Lithuania
Malta
Poland
Italy
Cyprus
Portugal
Bulgaria
Greece
Romania
EU27 Average

91
90
90
89
87
85
83
80
77
74
74
73
72
70
69
69
66
65
63
63
62
54
53
51
46
45
40
70

2
2
2
2
2
2
2
2
2
2
2
2
2
2
1
1
1
1
1
1
1
1
0
0
0
0
0

Judicial
independence
Sweden
Denmark
Germany
Finland
United Kingdom
Ireland
Netherlands
Luxembourg
Austria
Cyprus
Estonia
Belgium
Malta
France
Poland
Portugal
Slovenia
Hungary
Czech Republic
Spain
Latvia
Lithuania
Greece
Italy
Romania
Bulgaria
Slovak Republic

6,56
6,40
6,37
6,33
6,29
6,25
6,23
5,87
5,77
5,49
5,46
5,20
5,04
4,79
4,33
4,29
4,25
4,04
3,97
3,82
3,66
3,59
3,54
3,48
3,00
2,96
2,90

EU27 Average

4,81

Score
2
2
2
2
2
2
2
2
2
2
2
2
2
1
1
1
1
1
1
1
1
1
0
0
0
0
0

Strength of auditing
and reporting
Score
standards
Sweden
Finland
Malta
Netherlands
Luxembourg
Austria
Cyprus
Denmark
Germany
United Kingdom
Belgium
Estonia
France
Hungary
Lithuania
Poland
Czech Republic
Slovenia
Romania
Portugal
Spain
Slovak Republic
Ireland
Greece
Latvia
Bulgaria
Italy

6,32
6,17
6,01
5,76
5,75
5,70
5,68
5,66
5,62
5,62
5,61
5,57
5,54
5,40
5,14
5,12
5,10
5,09
5,00
4,93
4,87
4,82
4,68
4,67
4,59
4,31
3,97

EU27 Average

5,29

2
2
2
2
2
2
2
2
2
2
2
2
2
2
1
1
1
1
1
1
1
1
0
0
0
0
0

Total score by country
Austria
Belgium
Bulgaria
Cyprus
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Ireland
Italy
Latvia
Lithuania
Luxembourg
Malta
Netherlands
Poland
Portugal
Romania
Slovak Republic
Slovenia
Spain
Sweden
United Kingdom

10
12
2
9
6
12
12
11
9
12
0
7
10
2
6
7
10
8
12
4
6
2
5
6
6
12
11

Level of
constraints
against
corruption
HIGH
HIGH
LOW
HIGH
LOW
HIGH
HIGH
HIGH
HIGH
HIGH
LOW
HIGH
HIGH
LOW
LOW
HIGH
HIGH
HIGH
HIGH
LOW
LOW
LOW
LOW
LOW
LOW
HIGH
HIGH

level of constraints is favorable to control corruption compared to the EU27 average (2 points)
level of constraints is unfavorable to control corruption compared to the EU27 average (1 point)
level of constraints is very unfavorable to control corruption compared to the EU27 average (0 points)
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4. The Former Soviet Union
ROXANA BRATU

This report analyses efforts to control corruption in twelve countries of the Former
Soviet Union (FSU), namely Belarus, Moldova, Ukraine, Armenia, Georgia, Azerbaijan, Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, Uzbekistan and Russia.
It argues that despite a general trend towards the augmentation of anti-corruption
interventions, national contexts each show different degrees of integration between
global anti-corruption and local enforcements. The evidence indicates tensions
between internationally-led policies and local practices.
Introduction
Over the past decade corruption has become the major challenge that FSU countries have had to face in their journey towards modernisation. Despite numerous
anti-corruption interventions, a growing industry of consultants, programmes and
funding packages, the region continues to display rather ambiguous trends. According
to Transparency International’s 2012 report, nearly all the countries in this region fall
below the global average (Georgia is the exception). The similar World Bank Control
of Corruption shows countries in the region below the level of sub-Saharan Africa,
the least developed part of the world (see Figure 1). Within the region, only four
countries are above the regional average, with Georgia the anti-corruption champion,
followed by Armenia, Moldova and Belarus (see Figure 2). These measurements have
certain limitations that we are ware of (Knack 2006; Galtung 2005).
Figure 1. Regional trends of corruption control

Source: Control of Corruption, Worldwide Governance Indicators, Regional mean 1996-2011
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This paper offers a qualitative review of anti-corruption interventions in the
region. It is based on secondary data such as: monitoring reports provided by major
international institutions, implementation documents, regional research papers,
newspaper articles and various ranking/measurement indexes (provided by World
Bank, Transparency International, Freedom House, etc.). In order to ensure the
validity and reliability of the material, the sources were cross-checked and data used
if it was mentioned by more than two reliable sources. A full list of sources used as
footnotes is available online at www.anticorrp.eu, this print version being an abridged
version of the original material.
In order to trace anti-corruption initiatives, the paper is organised into three main
sections. The first section discusses the opportunities and resources for corruption. The
second section looks at its deterrents and the third section focuses on anti-corruption
and its prospects.
Figure 2. Performance on control of corruption - Former Soviet Union

Source: Control of Corruption, Worldwide Governance Indicators, 2012

1. Opportunities and resources for corruption
The model of resources and constraints developed by Mungiu-Pippidi (see
chapter 2) would indeed predict poor control of corruption in this region, although
we register impressive developments at the level of legal constraints (anticorruption
strategies). For instance, red tape and corruption of officials continue to be major
challenges for business. The 2013 World Bank ‘Ease of doing business’ ranking
shows incoherent development. By that measure, the higher the position the worst
the economic environment; and of 185 economies ranked, Uzbekistan was at 154,
Tajikistan 141, Ukraine 137, Russia 112, Moldova 83, Kyrgyzstan 70, Azerbaijan
67, Belarus 58, Kazakhstan 49, Armenia 32 and Georgia 9. For the countries at the
bottom, the main problems are related to corruption, weak enforcement of contract
law, poor institutional frameworks and poor corporate governance. The Wall Street
Journal reported that nearly 33% of top officials and finance professionals suggested
56

that corruption was a major hindrance to the Russian economy. The Moscow Times
reports that 95% of surveyed businessmen feel that due to corruption, ‘the current
environment is not encouraging innovation and entrepreneurship’.
Such bleak perceptions might also be because the business climate is dominated by
the intrusion of government into business, which is a major resource for corruption
(Klitgaard 1988). Large state-run enterprises with heavy impact on national
economies are a common factor. In Kazakhstan, Samruk-Kazyna controls more
than half the national economy and manages the state assets in oil and gas, energy,
transport, telecommunication, and the financial and innovation sectors. Moreover,
it “has a pre-emptive right to buy strategic facilities and bankrupt assets. It is exempt
from government procurement procedures … has the right to establish its own
procurement rules”1. In the face of such extraordinary powers, the private sector and
foreign companies face serious obstacles. In Tajikistan, little effort has been made to
increase the transparency of state owned enterprises, the ruling elite benefiting directly
from enterprises such as the Tajik Aluminium Company (TALCO)2. According to
Freedom House (2012), TALCO uses 40% of the country’s electricity supply, and its
production is sold through ‘opaque’ entities registered in the British Virgin Islands. A
common practice is selling state property to close allies of the regime for an artificially
low price. Sometimes the buyer is a company set up just days before the sale. In
Georgia, “Geoland” LLC bought 8000 sq. m. of land in the Kazbegi Municipality,
later sold for a nominal sum in November, 2012. It has been revealed that the brother
of the mayor of Tbilisi, Irakli Ugulava, owns 50% of the shares of the company3.
The great mineral resources of the region are a similarly important resource for
corruption, as they provide a powerful incentive to the international community
to overlook national problems with democracy and corruption, as well as offering
a consistent source of rents for local elites. In Kazakhstan, US investment totalled
$177.7 billion in September 2012 and the bulk of that was directed to the gas and
oil sectors. In those sectors, corruption scandals involved internal actors, politicized
actions and prestigious international economic entities. For instance, in November
2012 a senior Kyrgyz Energy Ministry official was accused of providing an operating
licence to the company KasEnergo which had bought energy at a discount price and
then sold it to the general public at a far higher price. The fraudulent scheme had an
estimated value of 1.7 million Kyrgyzstan som (KGS) or $36,0004. Meanwhile, the
government-owned Kazakh company KazMunaiGaz has decided to put red dye into
diesel produced at the Pavlodar refinery. Bloomberg reports that the Pavlodar refinery
will “colour 159,500 metric tons of the fuel ... destined to be sold”5. A high profile
1

US Department of State. (2012). Investment climate statement – Kazakhstan. Available at: <http://www.state.
gov/e/eb/rls/othr/ics/2012/191174.htm>
2
US Department of State. (2013). Investment Climate Statement – Tajikistan. Available at: <http://photos.
state.gov/libraries/tajikistan/231771/PDFs/2013-tajikistan-investment-climate-statement-final.pdf>
3
Transparency International Georgia. (2013). Illegally appointed municipality governors of Gurjaani and
Dedoplistskaro. Available at: <http://transparency.ge/en/blog/property-sold-gel-1-problematic-trends>
4
Sultankulova, A. (2012). Kyrgyzstan Energy Official Faces Corruption Charges. RiaNovosti. Available at:
<http://en.rian.ru/news/20121112/177388448.html>
5
Gizitdinov, N. (2013). Kazakh Refinery to Dye Diesel Red to Combat Embezzlement. Bloomberg. Available at: <http://
www.bloomberg.com/news/2013-03-15/kazakh-refinery-to-dye-diesel-red-to-combat-embezzlement.html>
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scandal form Kazakhstan (Atyrau region) involved an estimated $100 million-worth
of damage to the state budget, and the brother of the recently dismissed regional
governor Bergey Ryskaliyev is under investigation for fraud. Sceptical observers suggest
that this corruption scandal is “all part of a wider battle of Kazakhstan’s … bickering
clans” and not a ‘genuine’ corruption scandal6.
Major international companies have also been linked with alleged corruption involving
the Kazakh Customs Service. An international consortium, known as Tengrizchevroil,
consisting of Chevron Corp., ExxonMobil Corp. and Deutsche Post AG’s logistics
business DHL opened an investigation into allegations that DHL bribed customs
officials in Kazakhstan on behalf of the group. Allegedly, DHL paid “convoy bribes”
on behalf of Tengizchevroil, in order to ensure that “escorts” did not delay the shipping
of Tengizchevroil’s equipment; the partnership’s logistics agents regularly paid $150 to
$300 in bribes to customs officials, which DHL then reimbursed7. Customs services in
the region are reputedly corrupt: as recently as 2007 Global Integrity reported that $140
million in bribes were collected by Kazakh Customs.
Two more factors foster corruption in the region: ethnic conflicts and underground
black economies. The realities of those factors on the ground have determined the
policy makers to combine anti-corruption policies and aid packages with policies
against drug-related crime, tax evasion and avoidance, security crime and terrorism. The
conflict between Armenia and Azerbaijan over Nagorno Karabakh prompted military
aid from the United States. Armenia received $600,000 and Azerbaijan $2,700,000,
while Nagorno Karabakh as a de facto independent state received $5,000,000. The
Georgian military service received $1,800,000 and $12,000,000 in 2013, probably
in relation to the Georgia - Russia conflict of 2008 over South Osetia. The regional
bilateral tension between Uzbekistan and Kyrgyzstan has been causing significant
social and economic harm, as Kyrgyz nationalists suppressed the Uzbek population in
Osh, and Uzbeks have begun to withdraw their business and assets from the region8.
The Anti-Crime and Corruption Department Chief of the Kyrgyz Ministry was killed
in Osh, his death allegedly caused for professional motives9.
The NATO operation in Afghanistan prompted substantial amounts of foreign
aid in the region, another resource of corruption reported in the literature (Ledeneva
2003). For example, Tajikistan and Kazakhstan received $355 million and $214
million according to OECD statistics. Because of a lack of proper oversight, in 2007
an investigation by the National Bank of Tajikistan revealed that the government had
misused $310 million of aid10. There have been no major aid-related scandals since
6
Lillis, J. (2012). Kazakhstan: Corruption Scandal Engulfs Oil-Rich Western Region. Eurasianet. Available at:
<http://www.eurasianet.org/node/66019>
7
Matthews, C. M. (2012). Second Oil Venture Probes Corruption Allegations in Kazakhstan. The Wall Street
Journal Blogs Available at: <http://blogs.wsj.com/corruption-currents/2012/06/13/second-oil-ventureprobes-corruption-allegations-in-kazakhstan/>
8
USDOS. (2012). Country reports on human rights practices. Secretary’s Preface. Available at: <http://www.state.
gov/j/drl/rls/hrrpt/humanrightsreport/#wrapper>
9
Ivashchenko, Y.(2013). Kyrgyzstan: Anti-crime and corruption department chief shot dead in Osh. Fergananews.
Available at: <http://enews.fergananews.com/news.php?id=2448&mode=snews>
10
Wickberg, S. (2013). Overview of Corruption and Anti-corruption in Tajikistan. U4 Anti-Corruption
Resource Centre. Available at: <http://www.u4.no/publications/overview-of-corruption-and-anti-corruption-
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then, and in 2010 with help from the UNDP, Tajikistan has created the Donor AntiCorruption Forum which has sought to increase transparency in the distribution of
foreign aid. Meanwhile, the conflict has strengthened the cross-border drug trade
for all the countries that were part of the NATO’s Northern Distribution Network.
That situation led to an increase in the bribes demanded by border officials and other
members of the transit sector. UNODC highlighted that approximately 90 MT of
heroin was trafficked along the ‘northern route’ in 2010.

2. Deterrents and constraints
Implementing anti-corruption reforms required both an expansion and a specialisation
of its institutional establishment. Specialised anti-corruption bodies have been set up in
most of the FSU countries, usually under the direct supervision of the highest level of
political authority (Armenia, Azerbaijan, Kazakhstan, Tajikistan, Russia and Ukraine).
On the one hand that endows them with high prestige and shows the governments’
‘political will’. For example, the Armenian Ethics Commission for High Ranking
Officials was praised by the OECD. On the other hand it makes them susceptible to
political influence. The Agency of the Republic of Kazakhstan on Fighting Economic
and Corruption Crimes was accused of acting at the political whim of President
Nazarbayev11; the Tajik Agency for State Financial Control and Fight against Corruption
was created in 2008, but it is still understaffed and perceived as one of the country’s
most corrupt institutions12. In Ukraine, the National Anticorruption Committee has
not held a meeting for over a year and the 800 million hryvna budget for implementing
the anticorruption programme has never been allocated13. Such mixed results call into
question the necessity for designated anti-corruption institutions at the national level.
A strong and effective law enforcement system is very much a necessary condition
for modernisation (Della Porta and Vanucci 1999). Within the FSU countries, anticorruption reforms related to law enforcement had two purposes: first to create a
strong and reliable judicial system that could tackle corruption outside it, and second
to eliminate corruption within the law enforcement agencies themselves.
Within the general anti-corruption framework, policies related to law enforcement
agencies generally aim to increase the level of criminalization through higher crime rates,
higher sentences and targeting of high profile offenders. The volume of corruption –related
crimes seem to have increased. In Kazakhstan financial investigators identified nearly
1,800 corruption cases in public procurement between 2008 and 2012, with financial
damage amounting to more than $46 million14. In 2012, the Russian authorities
prosecuted 889 officials (including 244 city mayors and 114 lawmakers of various
in-tajikistan>
11
(2012). Kazakhstan Offers Rewards for Corruption Whistleblowers, RFE/RL. Available at: <http://www.rferl.
org/content/kazakhstan-rewards-offered-for-whistle-blowers/24697524.html>
12
Idem note 10
13
Khmara. Oleskii (2013). Why is Ukraine incapable of fulfilling the demands of Fule’s list? An analysis of state
anticorruption policy. Transparency International. Available at: <http://blog.transparency.org/2013/03/04/
why-is-ukraine-incapable-of-fulfilling-the-demands-of-fules-list-an-analysis-of-state-anticorruption-policy/>
14
(2013). Коррупция в системе госзакупок нанесла государству ущерб на более чем 7 млрд тенге - финпол. Zakon.
Available at: <http://www.zakon.kz/4549532-korrupcija-v-sisteme-goszakupok-nanesla.html>
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levels) and 1,159 law enforcement officials on corruption charges15. In Belarus, 276
corruption cases were prosecuted while the Ukrainian courts received 2,740 criminal
cases involving corruption. In 2012, the damage from corrupt cases in Ukraine was
nearly $225 million, according the Ukrainian Ministry of Justice. It is a challenge to
interpret these statistics. On the one hand, they can be seen to show the efficiency of
the justice system. On the other hand, they reveal that judicial resources have been
directed towards anti-corruption, in accordance with the government priorities. That
leads to the specialization of a significant body of police forces and magistrates in the
anti-corruption area and puts additional pressure on the rest
Higher crime rates are associated with harsher sentences. The former Kyrgyz president
Bakiyev and his son were sentenced to twenty five years in prison for abuse of office. In
January 2013, David Kezerashvili, the former Georgian Defence Minister, was indicted
for taking bribes and smuggling, facing a punishment of 11 to 15 years imprisonment16.
The high profile of the offender is usually coupled with significant financial prejudices.
In 2012, the region offered numerous examples of waves of high profile investigations,
indictments and arrests. In Kazakhstan, Bergey Ryskaliev, the former mayor of Atyrau
region, was accused of embezzling funds by awarding contracts for public procurement
to his friends and relatives, signing contract agreements at wilfully inflated sums, and
of making unjustified transfers of funds to contractors by fictitious acts of completion
and subsequent withdrawals of the same funds through false accounts. The financial
damage amounted to over $469,665,00017. The list includes mayors, ex ministers and
MPs in Kyrgyzstan, ex-members of government in Armenia and Russia, and even
a member of the President’s family in Uzbekistan, all top officials fallen from grace
or power. Therefore such arrests are interpreted in the countries mostly as acts of
repression of adversaries. The politicised nature of anti-corruption reforms effectively
undermined its core aim by confusing the spheres of victim and offender, as in the famous
Ukraine Tymoshenko case. In Russia, in November 2012, President Putin dismissed
the Defence Minister Anatoly E. Serdyukov after the police raided the property of a
land agency involved in the sale on the open market of a valuable state-owned property
near Moscow. It was known as the Oboronservis case and the losses to the Defence
Ministry from corruption were allegedly $130 million18. Many had viewed Serdyukov
as part of Putin’s inner circle, and while the gesture might be seen as Putin’s pledge
in his third presidency to address corruption, it might just as well be the case that
the Minister’s active reforms of the armed forces by cutting costs and personnel were
received with displeasure.
In order to reduce corruption within law enforcement agencies, a popular reform
envisaged the use of technology. In Kyrgyzstan, a new recruitment system for judges
15
Russian Legal Information Agency. (2013). No ‘untouchables’ in fight against corruption – Kremlin. RAPSI.
Available at: <http://rapsinews.com/anticorruption_news/20130222/266500492.html>
16
(2013). Экс-министру обороны Грузии предъявлены обвинения в незаконном присвоении 12 миллионов долларов.
Available at: <http://www.apsny.ge/2013/soc/1359604728.php>
17
(2013). Bnews.kz. Available at: <http://www.bnews.kz/ru/news/heading/glavnye_novosti/>
18
RIA Novosti. (2013). Available at: Naval Museum Director Arrested in $13 Million Fraud Case. <http://
en.rian.ru/military_news/20130413/180619780/Naval-Museum-Director-Arrested-in-13-Million-FraudCase.html>
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put in place in 2012 consisted of computerised examinations. In Kazakhstan,
President Nazarbayev initiated the “Law Enforcement Attestation Process”, an exercise
that involved competency testing for officers from a wide range of law enforcement
agencies, but the exercise is also controversial.
New repressive policies have been associated with the desire to ‘cleanse’ the law
enforcement agencies. Georgian President Saakashvili famously sacked the entire traffic
police force to solve corruption. President Putin remarked that ‘Georgia has a few
thousand traffic cops; Russia has over a million. Firing them all at once is simply not
an option19.’ Complementary policies involve incentivizing by increasing the salaries
of the public sector and offering financial rewards to whistle-blowers. In November
2012 the Kyrgyz government announced a new scheme to reduce corruption among
the judiciary by raising the salaries of judges. In August 2012, Kazakhstan allocated
$213,000 a year to incentives for citizens to report cases of police corruption. Rewards
may range from $300 to $1000 depending on the type of wrongdoing uncovered. The
rewards are to be paid only in cases where officials are found guilty of corruption in
court. It remains to be seen whether the policy will be successful.
Civil society, as a normative deterrent to corruption, is reportedly the weakest link
in the former Soviet Union (Mungiu-Pippidi 2010), and is strongly associated with
loose control of corruption (see Figure 3). Government pressures, restrictive regulatory frameworks, irregular funding and lack of support from state institutions are the
main challenges faced by civil society in FSU countries.
Figure 3. Civil society and control of corruption

Data sources: Freedom House: Nations in Transit 2012
and Worldwide Governance Indicators, 2012

The low capability of civil society in constraining state capture is to be expected
seeing the state of democracy in the region. Some countries, such as Belarus, are still
categorized as ‘repressive states’ according to the 2013 Freedom House index of civil
19
Aris, B. (2012). Kremlin-Plans-New-Crackdown-on-Corruption-in-Russia, -Telegraph. Available at: <http://
www.telegraph.co.uk/sponsored/russianow/opinion/9253040/Russia-corruption-crackdown.html>
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and political freedom rights. In Tajikistan, organizing an ‘illegal gathering’ can result
in up to five years in prison, while in Kazakhstan participation in an ‘illegal gathering’
can lead to a $550 fine20. In both countries there are criminal penalties for insulting
the President, and political dissident groups have been targeted. In 2012, Russia
expanded the definition of ‘treason’, reintroduced defamation as a criminal offence
and increased the fines associated with it to 2million roubles, or $61,000. Fines for
individuals or organisations that violate the laws on arranging and participating in
protests increased 150 and 300-fold respectively in June 201221. New legislation now
forces organisations that accept foreign funding or donations to register as ‘foreign
agents,’ while also tightening membership criteria and increasing ‘supervision.’ and
Court actions were initiated against important anticorruption NGOs such as GOLOS.
NGOs in Russia have reported numerous cases of government intimidation such as
police raids, the stationing of ‘protective’ units of police in offices and the expulsion of
certain organisations, like USAID.
Due to the rising profile of civil society, some governments have started to create
alliances with various NGOs. Such alliances can become iconic partnerships, but can
also be the means by which politicians use an alternative voice to put forward their
opinions – which is rather more commonly the case in the region under discussion
here. Political interference can lead to preferential treatment, funding and corruption.
In Uzbekistan, more than one NGO was involved in anti-corruption awareness
campaigns; the 2012 Istanbul Action Plan report noticed that it was unclear “based
on which criteria NGOs are selected to assist the Government in its anti-corruption
efforts”, while in Armenia, certain NGOs benefited from Government largesse. In
April 2013, the Armenian Ministry of Finance declared that between 2010 and 2013
31 NGOs were funded from the state budget, together receiving approximately $
1,215,000. Local media reported that no information could be found on the internet
about the first three recipients of the funding. Furthermore, each of the six NGOs that
had been sponsored without interruption over the three years had been set up by the
same person, a certain Suren Nersisyan22.
Nevertheless, successful cooperation between governments and civil society in the
area of anti-corruption reforms is possible. In Armenia, the Association of Investigative
Journalists (HETQ) was extensively involved in the ‘Armenia against Corruption’ project.
The Central Election Commission of Ukraine requested and implemented a voterawareness campaign with the OSCE during the parliamentary election there in 2012.
Online activism in the area of anti-corruption has become very notorious in Russia. In
2011 Alexey Navalny established the Anti-Corruption Fund Rospil as a way to increase
transparency in public procurement. Rospil uncovered violations in the awarding of public
contracts that amounted to 30 billion roubles in 2012. In November 2012 he launched a
new project – RosZKH – which aimed to eradicate corrupt practices in housing and
communal services. Similarly, in Ukraine, the site nashigroshi.org (“Our Money”)
20
Human Rights Watch. (2013). World Report 2013 – Kazakhstan. Available at: <http://www.hrw.org/worldreport/2013/country-chapters/kazakhstan?page=2>
21
ICNL. (2013). NCO-Law-Monitor:-Russia. Available at: <http://www.icnl.org/research/monitor/russia.
html>
22
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investigates corruption in the field of public contracts. Nashi Groshi has recently uncovered
one $22,270 tender for snow removal from the courtyards of presidential administration
buildings; another investigation showed that the annual travel expenses for members of the
Supreme Administrative Court amounted to $270,68523. In Ukraine, online activists
created an online civil map of corruption – Corrupt UA, where citizens can report
corruption and place it on a map of the country.
The risks faced by civil society activists are very serious. After a recent criminal case
Aleksey Navalny faces 10 years in prison for allegedly embezzling $500,000 from a
state-controlled timber company in Kirov in 2009. Prosecutors initially dismissed the
case, but federal officials revived it after Navalny became the most prominent leader
of the street protests last year. In Belarus, the protests that followed the 2010 elections
were brutally suppressed with hundreds of arrests. The government continued its policy
of harassing civil activists and treated them as enemies of the state; draft amendments
were signed by President Lukashenka to restrict funding options for civil society
organisations24. In preparation for the upcoming elections in Azerbaijan, officials tend
to prevent activists from taking part in any actions or protests25.
The other factor inflicting normative constrains, a free media, is likewise doing rather
badly in FSU. The 2013 World Press Freedom Index provided by Reporters Without
Borders shows that media freedom is not high on the agenda of the FSU states. Captured
media, violence against journalists and repressive governments are just a few of the
characteristics of these countries. In Belarus, suppression of the media continued after
the disputed elections in 2010; in 2011 95 journalists were detained during the summer’s
“silent protests”26. The Kazakhstan International Bureau of Human Rights reported that
there were particular concerns regarding freedom of expression due to increases in libel
suits against newspapers and journalists, along with physical attacks. In 2012, the two
main opposition newspapers, Golos Respubliki and Vzglyad, were forced to halt
publication a matter of days after the prosecutor-general’s office announced that it had
asked an Almaty court to ban a number of independent and opposition national news
outlets, before any ruling had been made on the substance of the case27. In Ukraine, the
2012 Freedom House report noted an increasing monopolisation of national media by
pro-government businessmen and politicians as well as an increase in paid political
coverage. The same report remarked that in Uzbekistan, foreign broadcasting media
outlets - Radio Free Europe/Radio Liberty, Voice of America, BBC World Service cannot obtain permission to broadcast from within that country nor can they acquire
accreditation for their offices. Furthermore, the authorities employ the practice of
23
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hiring “experts” to fashion criminal cases against journalists on charges ranging from
national defamation to extremism.

3. Anticorruption and its prospects
The past decade was characterized by the globalisation of anti-corruption policies,
conducted first and foremost through the multiplication of anti-corruption narratives,
materialised in the form of international conventions. The conventions provided the
international community with a standardised set of anti-corruption instruments. FSU
countries have all become part of the global anti-corruption movement, at least formally.
They have all ratified the United Nations Convention against Corruption (UNCAC)
and Russia, Belarus, Moldova, Ukraine, Armenia, Georgia and Azerbaijan adopted the
Council of Europe Civil and Criminal Law Conventions on Corruption, with Russia
paving the way by signing the OECD Anti-Bribery Convention in April 2012.
The expansion of the anti-corruption domain was accompanied by the multiplication of
international/regional partnerships that monitored and incentivised the implementation
of anti-corruption reforms – the ‘carrot and stick’ approach, in fact.
• The OECD’s Anti-Corruption Network for Eastern and Central Asia established
the Istanbul Action Plan in 2003, a sub-regional peer review programme, for
Ukraine, Armenia, Georgia, Azerbaijan, Kazakhstan, Kyrgyzstan, Tajikistan and
Uzbekistan.
• The European Union has monitored anti-corruption reforms through the European
Neighbourhood Policy and the Eastern Partnership. The latest report uncovered the
lack of a coherent trend towards modernisation in the region. It expressed concerns
regarding Azerbaijan in relation to the following areas: the electoral process,
independence of the judiciary, protection of human rights, alignment of media
freedom legislation to international standards, and the need to build a sustainable
democracy. Praise went to Georgia, Moldova and to a certain extent Armenia, who
were assured of continued financial support from Brussels.
• In the latest meeting of EURONEST (Baku, April 2012), Ukraine advanced its
negotiations on the Association Agreement with the EU, making progress on the
Visa Liberalisation Action Plans. The Agreement should be signed in November
at the Vilnius Partnership Summit, if Ukraine steps up its anti-corruption efforts.
• Furthermore, within the Partnership for Modernisation, the EU has agreed to
finance a joint anti-corruption project to be implemented by the Council of
Europe and the Russian Business Ombudsman. The European Commission has
made a priority of supporting projects aimed at promoting good governance in
both Tajikistan and Kazakhstan.
• The World Bank chose Tajikistan as one of four European and Central Asian states in
which to pilot its Governance and Anti-Corruption programme. The programme
has worked to strengthen transparency and accountability in the public sector.
• National governments too have made available financial support in the region.
The UK has a £42 million budget administered through the Department for
International Development Central Asia programme.
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Monitoring aspects that were considered particularly challenging in the area were
high on the agenda of the international donors. USAID has allocated large amounts
to the presidential and parliamentary elections in Armenia and Georgia $3.988.000
and $17 million respectively. However, it did not allocate any financial resources
for the upcoming presidential elections in Azerbaijan, which will be held on the
16th of October 2013. The purpose of the funds was to ensure the transparency of
the elections, to minimize corruption risks, and to assist electoral institutions and
stakeholders in strengthening the political will to change the election culture. The
idea is to enable the establishment of a competitive electoral environment as well as
to support the broadcasting of TV programmes to increase citizens’ awareness of their
rights and duties as voters.
Since countries in this region are keen to attract foreign investment, the impact of
corruption on the private sector is dealt with separately. The success of anti-corruption
policies in the private sector is on the one hand related to making it a priority at the
national level, and on the other hand to its being part of international economic
agreements, conventions and institutions.
• Georgia, which is the most successful country in the region, has prioritised
tackling anti-corruption in the private sector through the action plan of its 2010
– 2013 anti-corruption strategy.
• In Uzbekistan, President Karimov signed a new law entitled “On the defence of
private property and the guarantee of the rights of owners”, in September 2012.
According to Karimov, the law was designed so that “every entrepreneur should
know that he can without fear invest in his own business, expand production
activities, increase production and generate income [...] keeping in mind that the
government is guarding the legal rights of the property owner”28.
• In order to secure property rights Kazakhstan ratified the Singapore Treaty on the
Law of Trademarks and the Rome Convention for the Protection of Performers,
Producers of Phonograms, and Broadcasting Organizations.
• Uzbekistan began the accession process to the CIS Free Trade Zone Agreement,
while Armenia joined the World Trade Organization;
• Azerbaijan, Kazakhstan and Kirgizstan are part of the Extractive Industries
Transparency Initiative (Tajikistan became a candidate in February 2013). In
Kazakhstan, 123 extractive companies have chosen to implement the principles
of the organization, which include reporting on all contracts and expenditure.
Kazakh companies are ‘close to compliant’ with all EITI standards, but the Kazakh
government should encourage all extractive companies to submit to audits which
are of an international standard.
• In the FSU, the major barriers to business have been the licencing, customs and
tax authorities. Recently, governments have started to address those problems
in order to support economic development while reducing corruption. Russia
eliminated the requirements for several preconstruction approvals and cadastral
passports, Ukraine simplified the process of setting up a business and used an
28
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effective time limit for processing transfer applications, Belarus simplified property
transfers by eliminating the necessity to obtain municipality approval in Minsk;
Kazakhstan introduced an electronic system for granting licences; Armenia, Georgia,
Kyrgyzstan, Russia and Ukraine introduced one-stop-shops to simplify the procedures
for obtaining approvals. Reduced taxation and the use of electronic forms in the tax
system have proved successful policies in Ukraine, Russia and Georgia. However,
Kyrgyzstan and Belarus have increased the costs of doing business by introducing
additional taxes, policies somewhat related to anti-corruption concerns although
they envisage wider and deeper change in society.
There are indeed a number of encouraging initiatives. In Russia, more than 20,000
firms formed coalitions to identify problematic legislation and to press for reform.
One achievement was the simplification of obtaining permits, an accomplishment
praised by the 2013 Doing Business Report. In Ukraine, a coalition of business
associations demanded that the National Prosecutor launch an investigation into the
mayor of Sumy’s imposition of burdensome requirements on local businesses29. In
Kyrgyzstan, the Bishkek Business Club has been working to introduce anti-corruption
programmes for businesses. Furthermore, Kyrgyz business associations have offered
to cooperate with the Council for Entrepreneurship Development, so that the new
legislation is produced in cooperation. A group of young Russian entrepreneurs set
up a creative anti-corruption initiative. They developed ‘Bribr’ which was an iPhone
application (app.) to report bribes across Russia anonymously.
The countries from this region seem rather keen to implement reforms when the
‘carrot’ is access to markets, for example to labour markets in the case of Ukraine
through the visa liberalisation programme, or protecting their own financial interests.
The Cyprus crisis hit Russian business deposits hard, while the Magnistky Act put
American investments under strain. For their part, the EU seems unwilling to upset its
neighbours given its dependence on Russian gas and other regional natural resources.
In conclusion, the region does not show a coherent trend towards modernisation.
Anti-corruption tools seem to have succeeded in Georgia, but failed dramatically in
Turkmenistan. Countries such as Ukraine and Russia have fallen back after they had
been making progress. Policy-wise, the most successful interventions have been those
focused on changing the rules. However, these conclusions should be reassessed in the
future because the countries in this region are at different stages in implementing these
types of reforms.
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6. Hidden Depths. The Case of Hungary1
 IHÁLY FAZEKAS, LAWRENCE PETER KING
M
AND ISTVÁN JÁNOS TÓTH

This report investigates corruption risk of EU funds spending in Hungary within
the framework of the Public Procurement Law. Its finding is that in spite of what is
a tight regulatory framework EU funds are likely to fuel the abuse of public spending. Even though public procurement using EU funds faces considerably more
stringent regulation, their use poses much greater corruption risks when compared
with funds procured domestically and corruption risks are particularly pronounced
for large projects. The report also argues that large-scale institutionalized corruption in Hungary may be widespread and driven primarily by political cycles. Such
corruption, often labelled “legal corruption”, typically involves neither bribery nor
collusion between lower level bureaucrats and private individuals; rather, it operates
through contractual relationships which benefit the highest echelons of the political and business elite. There are a small number of new anti-corruption initiatives
of the new government which entered office in 2010, but while they might indicate
a positive step towards higher public sector integrity, their results are yet to be seen.

Introduction
Hungary scores as one of Central and Eastern Europe’s most corrupt countries according to the widely used but hotly contested Worldwide Governance Indicators2 (see chapter
3 of this book) as well as when measured in the Quality of Goverment EU Regional Data
survey (see chapter 8 of this book). Research looking at Hungarian corruption in more
detail using qualitative methods or media content analysis reveals a great deal of additional
evidence relating to the phenomenon’s structure and its evolution over time.
Taking the available information together, Hungary appears to be a borderline case
between limited and open access orders with considerable movements or swings between these ideal types (Mungiu-Pippidi et al. 2011). There are islands of excellence in
the state which exercise a great deal of autonomy from potential societal captor agents;
however, those institutions are regularly contested as for example in the recurrent attacks on the Hungarian National Bank in the last decade or so.
The research was made possible by support from two EU funded projects at the Corvinus University of
Budapest (TAMOP 4.2.2.B and ANTICORRP: Grant agreement no: 290529) and the authors’ voluntary
contributions.
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Even though the exact path of evolution is yet to be fully documented, there is considerable evidence pointing to the increased institutionalisation of corruption in Hungary (Figure 1). Networks of private and public actors appear to have evolved for pursuing particularistic goals using public resources (Jancsics & Jávor, 2012; Szántó, Tóth, &
Varga, 2012; Szántó & Tóth, 2008). A clear sign of increased institutionalisation is the
emergence of the role of the ‘broker’ who sells an understanding of corrupt transactions
and knowledge of actors in a wide range of sectors and institutional contexts.
Figure 1. Ratio of occurrence of multiplayer, chain-like corruption cases
in the Hungarian media, 2001-2009, % (548 cases of suspected corruption).

Source: Szántó et al., 2012 p. 148.

Based on court proceedings and interview evidence, it seems that corrupt networks
have reached the highest echelons of the political and business elite, and they have
contributed to political election campaigns as well as benefiting individual members.
Corruption has become a top priority and a frequently quoted objective in election
campaigns, and corruption scandals which hit the previous government most probably contributed to the landslide victory of Fidesz in 2010.
EU funds have become the single most important source of public investment
in Hungary and by now they play a major role in overall public spending. Their disbursement is certainly affected by the competing principles of particularism and universalism so strikingly present in the functioning of the Hungarian state. In order to
explore further the dynamics and evolution of the governance regime of Hungary
this chapter delivers preliminary evidence on large-scale institutionalized corruption3 in EU funds spending in Hungarian public procurement based on data from
2009-2012. We looked only at EU funding which is spent by Hungarian public and
semi-public organisations (i.e. mixed public-private owned) through public procurement regulated by the Public Procurement Law. Hence, our study almost entirely
covers the Cohesion Fund and much of the Structural Funds spending, but not the
Common Agricultural Policy funds.
3
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Our findings come from the analysis of interviews with key individuals who have
witnessed corrupt transactions and from a large database recording every public procurement procedure in Hungary which was conducted under national or EU public
procurement law between 1st of January 2009 and 31st of December 2012. This database contains over 56,000 contract awards, allowing for an unprecedentedly detailed
view of public spending and high-level corruption.
This analysis of a borderline governance regime occurs at the onset of a new anticorruption campaign. The Fidesz government has launched a range of policies aimed at curbing
corruption in the public sector, integrated into the Corruption Prevention Program of the
Public Administration launched in early 2012 (for full list of recent initiatives check the
online version of this Article on www.againstcorruption.eu). While these initiatives may
represent a positive step towards greater public sector integrity, results are yet to be seen.
Our analysis can explore only the baseline before any of the policies could actually take
serious effect, but future research employing similar methodology will be able look into
changes potentially attributable to the new initiatives.
Hungary is one of the top beneficiaries of EU cohesion policies with allocated per
capita spending close to 3,000 EUR for 2007-2013. However, EU funds absorption
has been an issue with contracted ratio of 64% by the end of 2011 falling slightly below the Central and Eastern Europe (CEE) average of 67% (KPMG, 2012).

1. Government favouritism evidence
Change of government and the corresponding turnover of political leadership seems
to drastically alter the winning chances of companies in the public procurement market,
both EU- and non-EU funded. In interviews, top managers of large construction, IT,
and health care companies supplying public organisations all supported the view that
the swings in market shares of companies reflect the changing preferences of the political leadership for particular well-connected companies. According to this interpretation,
success in the public procurement market depends much more on political connections
than on the competitiveness of companies, implying a predominantly particularistic allocation of public resources. Such corruption, often described as “legal corruption”, typically does not involve bribery nor collusion between lower level bureaucrats and private
individuals; rather, it operates through contractual relationships benefiting the highest
echelons of the political and business elite (Kaufmann & Vicente, 2005).
Such claims are demonstrated by tracking the changes in market shares of the largest companies before and after the new government entered office (Figure 2), but they
are also underpinned by regression analysis looking at the whole public procurement
market financed from EU funds (Annex 1). Figure 2 amply demonstrates that the
companies with the largest market share throughout the one and a half years leading
up to the elections in the first half of 2010 lost about 25-30% of their combined market share. This change was accompanied by a comparable increase in the total market
share of companies dominating the post-election market between the second half of
2011 and 2012 (the one year period between 2010H2 and 2011H1 was excluded as
it was a transitory period between the two governments).
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Figure 2. Changes in market shares of the top 30 firms of 2009-2010H1
and of 2010H2-2012, EU funded construction projects, 2009-2012 (%)4

Source: MaKAB
Note: market share of company i in time t=total value of contracts won by company i in EU funded
construction in time t / total value of contracts won in EU funded construction in time t

One of our previous reports found similar patterns throughout the public procurement
market, albeit the magnitude of seemingly politically driven spending is comparatively
greater for EU-funded contracts (Fazekas & Tóth, 2013). Regression analysis in Annex 1
supports the same conclusions while looking at the entire EU-funded public procurement
market and taking into account the effects of companies’ main market size, company size,
amount of prior capital investment, location of headquarters, and profit margin.
Thus, based on the available evidence, it is likely that at least 25-30% of EU-funded construction spending is driven directly by politics in Hungary, but it is conceivable that the proportion is as high as 80-90%, for several interviewees suggested that
contracts going to the opposite political camp’s companies function as “payment” for
future contracts for companies whose political connections currently hold the power,
but might lose it in the future. Evidence to date indicates that large-scale institutionalized corruption is widespread in Hungary.

2. EU funds spending compared to national public procurement
When comparing public procurement contracts financed from EU funds to those
without any EU sources on some elementary corruption risk indicators5, EU funds
perform considerably worse than national funds. This underpins the claim that EU
funds fuel the abuse of public spending in spite of a tight regulatory framework.
It is possible to adjust the combined market share of the top 30 companies of 2009-2010H1 in 2012H2 because the figure is highly upwards-distorted by a single highway construction contract. In addition, interview
evidence points to strong political involvement in the management of that contract award procedure.
5
For a full discussion of these and further indicators see: Fazekas, Tóth, & King, 2012
4
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33.8% of contracts awarded for projects financed by EU funds throughout 2009-2012
received only one bid as opposed to 29% of contracts financed from purely national funds
(Table 1). This implies that in spite of strong support for effective competition, a third of
EU funds spending by Hungarian authorities through public procurement is conducted
with no competition whatsoever. Modifying contracts after contract award is also much
more frequent with EU-funded projects than nationally funded ones (17.7% and 6.5%
respectively), a surprising difference as contract modifications are allowed only in a few unforeseen situations such as extremely bad weather or unusually high exchange rate fluctuations. As contract modifications allow for pushing the prices up and quality down after the
competitive contract award process ends, we may suspect that EU funds are much more
prone to corrupt rent extraction. Interview evidence supports this interpretation, pointing
out the lack of incentives for contracting parties (i.e. issuers of tenders and contract winners) to reveal corruption as it would imply that funding is returned to the national EU
funding disbursement agency, i.e. loss of external funding for both parties.
Regression results underline that such differences between contracts awarded for
projects with and without EU funding cannot be attributed to some obvious alternative explanation such as contract size, market of spending, or type of issuer (Results
of regressions on the differences between EU funded and nationally financed public
procurement contracts are available in the online version of this Article on www.againstcorruption.eu).
Table 1. Selected corruption risk indicators of public procurement contract awards
with and without EU funds (2009-2012)
Period

2009

2010

2011

2012

Total 2009-2012

Proportion of occurrence among contracts
with/without EU
funds

Public procurement
contracts using EU
funds?

Public procurement
contracts using EU
funds?

Public procurement contracts
using EU funds?

Public procurement contracts
using EU funds?

Public procurement contracts
using EU funds?

NO

YES

NO

YES

NO

YES

NO

YES

NO

YES

single bidder

30.9%

40.2%

30.6%

43.4%

25.7%

28.0%

28.1%

24.9%

29.0%

33.8%

non-open procedure

43.5%

39.7%

32.9%

32.2%

36.9%

36.6%

45.4%

56.9%

39.2%

40.9%

no call for tenders in
Official Journal

48.7%

38.9%

25.4%

23.8%

56.2%

66.5%

55.2%

73.5%

44.7%

50.9%

accelerated submission
deadline (<21 days)

17.7%

20.8%

26.5%

28.4%

24.0%

40.7%

19.9%

26.4%

23.2%

29.2%

extremely short submission deadline (<12
days)

2.7%

3.1%

2.3%

1.9%

2.3%

3.5%

2.6%

3.4%

2.4%

2.6%

contract modification

4.6%

16.2%

9.8%

25.4%

8.0%

22.0%

2.5%

4.6%

6.5%

17.7%

assessment criteria
contains non-price
elements

47.2%

52.0%

48.4%

64.3%

35.8%

40.4%

34.0%

34.1%

41.8%

48.0%

Total N

7,711

3,144

11,019

6,467

8,148

5,904

8,514

5,340

35,392

20,855

Source: MaKAB
Note: differences deemed substantive are highlighted in grey.
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The most striking characteristic of these corruption risk indicators, called ‘irregularities’ by the European Court of Auditors (European Court of Auditors, 2012), is
that they are not irregular nor are they random. They are particularly high for those
companies whose market share appears to be driven by the political cycle as identified in the previous section and in Annex 1. This can be interpreted as meaning that
those companies which win public procurement contracts funded by the EU with the
help of their political connections tend to win under conditions prone to corruption.
The point is well demonstrated in the differences among companies which perform
according to what a standard economic logic would predict and those which considerably under- or over-perform compared to a pure economic model6 (Table 2).
For example, companies under- or over-performing are 2 to 3 times more likely
to experience contract modification after their contract has been approved than those
which perform according to a standard economic logic. But differences are similarly
striking in the frequency of accelerated and extremely short submission deadlines.
Table 2. Selected corruption risk indicators according to company groups,
EU funded public procurement, 2011
accelerated
submission
deadline
(<21 days)

extremely
short submission
deadline
(<12 days)

contract
modification

assessment criteria contains
non-price
elements

single
bidder

non-open
procedure

no call for
tenders in
Official
Journal

under-performers

24.6%

37.1%

58.5%

42.0%

6.4%

33.5%

49.3%

in line with
econ. predictions

22.9%

28.2%

45.0%

36.2%

0.4%

11.4%

39.2%

over-performers

27.3%

34.3%

52.2%

41.1%

2.7%

23.7%

48.0%

Source: MaKAB
Note: N=266

All this evidence underpins the hypothesis that EU funds represent much higher corruption risks than spending of Hungarian funds in spite of considerably more
stringent regulation. As corruption risks are particularly pronounced for large projects
and for companies dependent on their political connections for winning contracts,
EU funds-related corruption is most probably driven by national politics. Our findings are confirmed by data from the previous and the current governments; that is the
whole period of 2009-2012, pointing to the potentially systemic nature of corruption
in post-communist Hungary.
6
Under-performance is defined as large negative error in the regression of Annex 1 taking into account standard economic variables determining market performance, while over-performance is large positive error in
the same regressions. Those companies which have regression error close to zero are deemed as performing
according to what is expected.
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Recommendations
In order for the EU and Hungary to combat corruption in EU funds spending
and to avoid waste of public resources they might consider the following:
•E
 nsure effective transparency and active access to information on public procurement
Timely information provision in a format readily comprehensible and at a location
easily accessible is the only way to fight corruption; in other words through transparency. Information which is outdated, barely comprehensible to non-experts,
and accessible only after a large investment of time and effort helps fighting corruption little more than no transparency at all.
•C
 lose loopholes in public procurement regulation.
Exceptions, emergency regulations, and minimum thresholds are abused far too
often. By closing those routes and ensuring a minimum level of transparency for
the currently loosely regulated purchases would make hiding corruption much
more difficult.
•R
 eview the quality of outcomes and prices of inputs rather than the procedures of
spending.
The current administrative framework focuses largely on procedural and financial
compliance, which makes the administration of EU funded projects costly while
achieving little in preventing corruption. Refocusing audits or reviews on the quality of outcomes and the price of inputs might work better in revealing and so
curbing corruption.
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Annex A: Anti-Corruption Initiatives of Hungarian Government
Briefing (in Hungarian):
http://www.kormany.hu/hu/gyik/osszefoglalo-a-kormany-korrupcioellenes-intezkedeseirol
September 2010.
Hungary joined the International Anti Corruption Academy (IACA).
The government has strengthened the Department of Public Prosecution. The government has
founded the anti-corruption working group into Department of Public Prosecution and added
more than 3 billion HUF (10 million EUR) to his budget in 2011.
December 9 2010.
Anti-Corruption Measures of Hungarian Government in 2010
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/governmentmeasures-to-combat-corruption-summary-for-world-anti-corruption-day-9-december
November 18 2011.
Deputy Prime Minister Tibor Navracsics signs anti-corruption cooperation agreement with President of the State Audit Office of Hungary, the President of the Supreme Court of Hungary and
the Chief Prosecutor
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/deputy-primeminister-tibor-navracsics-signs-anti-corruption-cooperation-agreement-with-president-of-thestate-audit-office-of-hungary-the-president-of-the-supreme-court-of-hungary-and-the-chiefprosecutor
January 2012.
The government has published by internet the first draft of his anti-corruption plan (in Hungarian):
http://www.kormany.hu/download/e/da/70000/korrupcio_megelozes_program_v1_01.pdf
March 28 2012.
The government has adopted its “Two-year programme on preventing corruption in central government institutions”
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/govt-launches2-year-anti-graft-programme
April 6 2012.
Government decision on anti-corruption measures and programme for preventing corruption in
central government institutions (Official Journal of Hungary, in Hungarian), Government Decision 1104/2012 (IV. 6.)
http://kozlony.magyarorszag.hu/pdf/12506
April 16 2012.
Hungary is joining the international Open Government Declaration
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Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/open-government-declaration-a-major-step-in-the-fight-against-corruption
June 28 2012.
Parliament has passed the New Penal Code (law no. C/2012 [VI. 25]). More stringent rules to sanction crimes of corruption
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/parliament-haspassed-the-new-penal-code
July 5 2012.
Hungary declares its intention to join the Open Government Partnership
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/another-anti-corruption-measure-hungary-declares-its-intention-to-join-the-open-government-partnership
October 8 2012.
On-the-job training programmes for public service workers in the Public Administration Development Programme. The future training courses will contain knowledge on ethical norms specific
to the profession and a methodology for recognising phenomena or evidence of corruption.
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/on-the-job-training-of-public-service-workers-also-forms-part-of-public-administration-reform
December 17 2012.
Civil society organisations are also participating in the anti-corruption working group
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/civil-society-organisations-are-also-participating-in-the-anti-corruption-working-group
January 22 2013.
The Ministry of Public Administration and Justice prepared a Green Book laying down ethical guidelines for state agencies. The document serves as an occupational code of ethics under the auspices
of the Government’s fight against corruption.
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/social-consultation-to-begin-on-ethical-guidelines-in-the-public-sector
January 24 2013.
The Ministry of Public Administration and Justice prepared an Action Plan that contains the undertakings in conjunction with accession to the Open Government Partnership (OGP).
Press release:
http://www.kormany.hu/en/ministry-of-public-administration-and-justice/news/action-plan-inthe-making-regarding-undertakings-of-accession-to-open-government-partnership
February 25 2013.
Government Decree (50/2013. [II.25]) on the Integrity Structure in Public Administration and the
Regulation of Meetings with Lobbyists
See:
http://www.magyarkozlony.hu/pdf/16226
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Annex B: Regression results
B1. Results of regressions on change in total contract value
Multilevel modelling results for individual companies’ change in total contract value before and after
the change of government are reported. Our analytical approach is similar to Goldman, Eitan, Jörg
Rocholl, and Jongil So. 20131 looking at US data. We estimated the coefficients using the following
system of equations:

Yij = b0 j + b1 j Xi j + ri j								(1)

b0 j = g00 + g01 Z0 j + u0 j								(2)
where Yij is the logarithm of the difference of total contract value won in 2009 and 2011 by the ith
company which operates on jth public procurement market2, b0j is the constant characterising the jth
market, Xij is the characteristics matrix of the ith company operating on the jth market encompassing characteristics such as county of company headquarters, log employment (2009), log turnover
(2009), log capital expenditure (2009), and profit margin (2009), rij stands for the regression error of
the company level regressions (first level regressions), g00 is the constant of the market level regressions (second level regressions), Z0j represents the vector characterising the jth market that is market
concentration (Hirschman-Herfindahl Index (2009)), and u0j is the error term of the market level
regressions.

See Goldman, Eitan, Jörg Rocholl, and Jongil So. 2013. “Politically Connected Boards of Directors and
The Allocation of Procurement Contracts.” Review of Finance, January.
2
We carried out the logarithmic transformation of the change in contract value according to Goldman
et al.: when the difference was positive, we took its logarithm; if it was negative (in 2009 the contracted
amount was higher than in 2011) we calculated its absolute value, then took its logarithm, and the resulting
value was multiplied by minus one. There were no differences in contract values falling between -1 and +1.
1
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Table 3. Multilevel regression results

Source: MaKAB
B2. Results of regressions on the differences between EU funded and nationally financed public
procurement contracts
Binary logistic regression results explaining whether a contract is financed by EU funds or not are
reported below. We estimated the following equations:
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Pr(EU funded contracti =1) = 							(3)

Z i = β 0 + β1 j X ij + β 2 k Yik + ε i 						(4)
where EU funded contracti equals 1 if the ith contract awarded was partially or fully financed by EU funds and 0 if not; Zi represents the logit of a contract being financed from
EU funds; 0 is the constant of the regression; Xij is the matrix of j corruption risk indicators
for the ith contract such as single bidder, non-open procedure, assessment criteria containing non-price elements, contract modification, and submission period category; Yik stands
for the matrix of k control variables for the ith contract such as year, type of issuer, market
of the contract, and size of the contract; i is the error term; and 1j and 2k represent the vectors
of coefficients for explanatory and control variables.
Table 4. Binary logistic regression results

Source: MaKAB
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7. Bottom of the Heap. The Case of Romania
 ALENTINA DIMULESCU, RALUCA POP
V
AND MADALINA DOROFTEI1

The suspension of EU payments in four operational programmes in 2012 showed
how problematic Romania’s correct and effective management of EU funds is.
Such funds aim primarily at decreasing the socio-economic disparities among
EU members and support the economic convergence with their Western counterparts of less developed new EU members. Consequently, a poor absorption
rate of EU funds threatens income convergence between old and new member
countries, thus representing a major challenge for EU integration. Currently, Romania has the poorest absorption rate among all the EU Member States2 and the
worst among the ten new Member States. Moreover, the financial corrections,
which amount to roughly 22% of the assimilated European funds, further reduce
the real absorption rate, a loss which can be attributed entirely to corruption
and mismanagement. The present report investigates the proportion of EU funds
which can reasonably be considered at risk because of mismanagement and corruption, asks what are the main defrauding tactics used at national level to obtain
European money illicitly, and considers the extent to which the suspension or
cancellation of EU assistance might be the best policy for dealing with the situation. In addition, the report will put forward a list of recommendations for the
next EU programming period which are intended to mitigate the effects of corruption and mismanagement that result in a waste of public resources.

1. The Problem
Romania is supposed to receive a large amount of EU funding, ranking fourth after
Poland, the Czech Republic and Hungary, in terms of the amount earmarked for the
2007-2013 programming period with 19, 67 billion EUR given by the EU for the Convergence and European Territorial Cooperation objectives3. At the end of 2012, Romania
registered an absorption rate, as measured by the overall payment ratio (intermediary
reimbursed payments from the European Commission), of almost 12%4, dramatically
The research was made possible by support from the Think-Tank Fund, Open Society Foundations to the project
“Misuse of Public Funds in Romania Before and After EU Accession from 2004 to 2012”, implemented by the Romanian Academic Society, the EU 7th Framework Project ANTICORRP, and the authors’ voluntary contributions.
2
Among the underachieving trio, Romania has the lowest absorption rate (as measured by the funds, including the advances, paid by the Commission), totalling 20.7%, in contrast to Italy (28%) and Bulgaria (28.5%).
3
In Romania, the total sum available for spending, including the national co-financing rate of approximately
5 billion EUR, amounts to 24 billion EUR.
4
The absorption rate on May 17th, 2013 was 14, 37%, which amounts to a 2.9% rate of increase from December 31st, 2012 (11, 47%).
1
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below Bulgaria (34%), Hungary (40%) and Central and Eastern Europe (CEE) average
of 44% (KPMG – CEE, 2013: 9). In addition, among the countries with the lowest
contracting ratio, Romania ranks last with 70% as compared to Slovenia (72%), Slovakia
(73%) and to the CEE average of 83%. An important indicator of management efficiency in terms of real distribution is the difference between the grants contracted and
those paid (KPMG – CEE, 2013: 14). The biggest differences are present in Romania
(58%) and Bulgaria (66%)5, the CEE average being 39%.
One of the immediate causes behind the low absorption rate is the decision by the European Commission in 2011 to halt reimbursement claims for two operational programmes
(Regional Development and Human Resources) because of problems with the public procurement procedure as pointed out by the Commission’s audit missions6. The same happened in July 2012 when five operational programmes (Environment, Transport, Human
Resources, Economic Competitiveness and Regional Development) were subject to halted
reimbursement claims pending the results of the Commission’s audit missions7. Moreover, at
the end of 2012, Romania was subject to pre-suspension mechanisms concerning three operational programmes (Transport, Economic Competitiveness and Regional Development8)
because of suspicions of fraud and the lack of adequate management and control functions.
More precisely, they refer to faulty public procurement procedures, defective financial management and an inadequate prevention and detection practice with regard to fraud and conflict of interest9. The direct consequence of all the suspended reimbursements was the fact
that the beneficiaries received the funds later than anticipated and the Government had to
continue to support the programmes financially either from the state budget10, or by contracting loans from the international financial market, thus increasing the state deficit.
The financial corrections applied by the Commission following audit missions
merit special attention because although it has the weakest absorption rate, Romania
is subject to the highest level of corrections among all the Member States (Iorga et al.,
2013). That particular aspect is analysed in greater detail below.
This difference is due to a dramatic increase in the number of contracted funds, Bulgaria managing to attain
a 100% contraction rate in 2012, while having a payment rate of 34%.
6
Popescu, E. (2011) “CE a sistat platile pentru Axa 2 a POR si cere verificarea tuturor contractelor incheiate”.
ZiarulFinanciar Daily Newspaper. 21 June. Available from: <http://www.zf.ro/fonduri-ue/ce-a-sistat-platilepentru-axa-2-a-por-si-cere-verificarea-tuturor-contractelor-incheiate-8365865/> [Accessed 30/05/2013]; Adevarul (2012) “Cod rosu pe fonduri UE”. 23 April. Available from: <http://adevarul.ro/international/europa/
cod-rosu-fonduri-ue-1_50ae26f97c42d5a6639a10f1/index.html> [Accessed 30/05/2013]
7
Sisea, C. (2012) “Orban: Romania nu poate trimite cereri de rambursare pentru patru programme UE”.
Ziare.com. 3 July. Available from <http://www.ziare.com/leonard-orban/ministru-afaceri-europene/orban-romania-nu-poate-trimite-cereri-de-rambursare-pentru-patru-programe-ue-1176632> [Accessed 30/05/2013]
8
The Human Resources programme was subject to a pre-suspension procedure in August 2012.
9
For all three programmes, the main shortcomings were found in the management and control systems
which are the responsibility of the Management Authority in question. In this sense, the common conclusion
was the following: “[t]he Commission considers that there are serious deficiencies in the management and
control systems [...] which affect the reliability of the procedure for management verifications and certification
of payments for public procurement and for which the corrective measures are not sufficient”.
10
Dan, C. (2012) “Guvernul a transferat temporar 400 milioane lei din privatizari pentru plata proiectelor cu
fonduri UE”. Ziarul Financiar Daily Newspaper. 9 August. Available from: <http://www.zf.ro/fonduri-ue/guvernul-transfera-temporar-400-milioane-lei-din-privatizari-pentru-plata-proiectelor-cu-fonduri-ue-9934634>
[Accessed 1/06/2013]
5
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Because of its poor absorption rate which is only slowly increasing, less actual money reaches the ultimate “consumer”, the citizen meant to benefit from the financing
scheme. The allocated per capita spending for Romania – strictly from EU funds – is
897 EUR (if the absorption rate were 100%). Even in that respect Romania lags behind
since, according to data from 2012, the total amount of payments per capita (155
EUR) is the lowest among the CEE countries (Romanian Fiscal Council, 2012: 43)11.
The picture described above permits us to state with a degree of certainty that
Romania’s predicament is a result of a combination of lack of administrative capacity,
mismanagement and corruption.
Once political stability seemed to have been achieved in Romania after a stormy
year in 2012, structural problems resurfaced. Corruption there remains the worst in
the EU-27, echoed by the anti-government slogans of the 2012 demonstrators who
stated to their rulers: “We apologize that we cannot produce as much as you can
steal”12. EU funding absorption is also the lowest, although such funds would be the
ideal source of economic recovery for the country. Little work has been done on the
association between the two problems and that is the gap the current report tries to fill.
According to a 2012 Eurobarometer survey, 67% of Romanians believe the level
of corruption in their country has increased, while 78% of respondents agreed that
corruption in Romania is much more pervasive than in other EU Member States13.
In addition, 79% of Romanians did not believe their government was fighting corruption effectively14. The QOG 2-13 ANTICORRP survey (see chapter 8) found
that Romanians see a great deal of favouritism and corruption, especially in the law
enforcement and health care services.
However, Romania is fighting corruption, but so far each electoral cycle is associated mostly with the prosecution of former government members. In 2012, former
Prime Minister Adrian Nastase, a Social Democrat, was imprisoned after many years
of being shielded by Parliament against criminal investigation. Nastase is the country’s
first head of government in the post-communist era to have been convicted of illegally
funding presidential election campaign by collecting approximately 1.6 million Euros from companies that declared the payments as attendance fees for a government
symposium. The ex-PM fought ferociously, with a dramatic suicide attempt and lastminute tactics to withdraw Government Infrastructure Agency (ISC) complaints from
his file, reaching out to ISC director Adrian Balaban-Grajdan, who was later dismissed
by his fellow Social Democrat Prime Minister Victor Ponta for his attempt to withdraw the complaint. Nastase was freed for good behaviour in spring 2013 but was disAmong the lowest absorption rates from this point of view, we find Bulgaria (209 EUR absorbed from 889
EUR allocated per capita) and Slovakia (587 EUR absorbed from 2116 EUR allocated per capita). In contrast,
Estonia ranked among the first (1190 absorbed from 2540 EUR allocated per capita) along with Lithuania
(1002 EUR absorbed from 2088 EUR allocated per capita).
12
Wagner, A. (2012) Corruption and Enlargement in the European Union. Who will limit corruption in Romania Post- Accession? Presented at the ECSA-C Ninth Biennial Conference, Ottawa, 26-28 April. Available
from: <http://canada-europe-dialogue.ca/events/2012-04-ECSA-C-Europe-in-an-Age-of-Austerity/WagnerCorruptionEnlargementRomania.pdf> [Accessed 03/06/2013]
13
European Commission (2012) Special Eurobarometer 374- Corruption [www]. Available from: <http://
ec.europa.eu/public_opinion/archives/ebs/ebs_374_en.pdf> [Accessed 03/06/2013]
14
Ibid.
11
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missed from the Law Faculty of Bucharest University and is banned from seeking public office. He has further outstanding legal action against him. At the other extreme
of the political spectrum, following his government’s fall from power in 2012 Sorin
Blejnar, the former president of the Agency for Fiscal Administration (ANAF), and
the leader of his cabinet Codrut Marta were indicted in September 2012. They were
accused of selectively favouring fiscal evasion, and Marta and his wife were charged
with organized crime and human trafficking15. Blejnar, an appointee of Nastase’s foe,
President Basescu, made similar claims that the accusations were politically motivated.
This raises the question of how well Romania is controlling corruption? Is corruption the exception in the public funds allocation process, or rather the norm, seeing that
Prime Ministers themselves and the heads of tax offices seem to be at the top of this
lucrative industry? And how is their general distribution pattern affecting EU funds? As
a rule, the discretionary allocation of public funds is a particularly persistent problem
in Romania (Mungiu-Pippidi, 2010; Romanian Academic Society, 2011; Institute for
Public Policy, 2010 and 2011). The usual illustration is the so-called State Reserve Fund,
a national level fund earmarked only for “urgent or unexpected situations” (Article 30,
Law 500/2002) and which is annually increased discretionarily without parliamentary
approval. Although its amount is established within the State Budget Law of a particular
year, the sum is substantially increased through Government decisions, and it is distributed on grounds of political affiliation, not real documented natural emergencies16. The
main red flags vis-à-vis the management of the fund are the abovementioned increases
which are not subject to parliamentary approval and the change in destination from
mitigating urgent situations to paying arrears from municipalities17, the building and/or
consolidation of churches or the organisation of film festivals18.
The general unwritten rule is that most of the money goes to the ruling party or the
parties within the ruling coalition (Romanian Academic Society, 2011: 16). Table 1
below shows the use of the State Reserve Fund over the last four electoral cycles. The
clientelism score calculates the ratio between emergency funds allocated to mayors
of the government party and the share of the vote for the government party in the
given region, all showing significant disproportion until recently. Although all parties
in government tend to favour their own mayors, the two centre-right parties when
governing by themselves had the highest rate of clientelism. The data indicate that in
2008, the year when the Reserve Fund was increased 509 times above the amount initially allocated (Romanian Academic Society, 2011: 16-17), the clientelism score was
at its highest. In 2012, the discrepancies between the allocations for local authorities
15
Romania Curata (2012) DNA retine 11 persoane in dosarul in care este cercetat si fostul sef ANAF Sorin Blejnar
pentru evaziune fiscala. Available from: <http://www.romaniacurata.ro/dna-retine-11-persoane-in-dosarul-incare-este-cercetat-si-fostul-sef--3035.htm> [Accessed 30/05/2013]
16
Popescu, A. (2012) Premierul Ungureanu a mintit: 80% din banii de la fondul de rezerva au mers la primariile Puterii. Romania Curata. 10 April. Available from: <http://romaniacurata.ro/ltfont-colorblackgtpremierul-ungureanu-a-mintitlt-fontgtltbrgt-80-din--2681.htm> [Accessed 30/05/2013]
17
Starting from 2010, this destination took the form of derogations from the Budget Law via Government
Emergency Ordinances (GEOs).
18
Mocanu Chirap, A. (2012) Catedrale si festivale de film din Fondul de Rezerva. Cand inchidem fondurile
extrabugetare? Romania Curata. 27 March. Available from: <http://romaniacurata.ro/ltfont-colorblackgtcatedrale-si-festivale-de-film-din-fondul-de-rezerv-2622.htm> [Accessed 30/05/2013]
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affiliated to government parties and the rest were lower than in previous years and, as a
result, the score was the lowest since 2004. However, in 2012 four prime ministers and
two parliamentary majorities changed in Romania and it is likely that the resulting
political instability affected the trend. The recent improvement of the ratio is due both
to a large victory by a left-right alliance – so to a more representative majority – and
to a reduction in the volume of the fund due to fiscal crisis.
Table 1: Favouritism in resource allocation trend
2004
Electoral years

2008

2010

2012

(Social Democrats)

(Liberals)

(Liberal Democrats)

(Social Liberal
Union)

Preferential allocations made
by the main political parties
in government (%)

49

45

62

53.67

Votes obtained in local elections (%)

35.5

16.2

28.8

41.57

1.4

2.8

2.2

1.3

Clientelism score

Source: Romanian Academic Society, www.sar.org.ro
Legend: State Reserve Fund allocations aggregatd by electoral cycle

The Reserve Fund illustrates how public funds are distributed in Romania in some
form of legal corruption. The law is circumvented, funds are distributed to client local governments which further use it to fund locally networked businesses to build
churches, repair roads or other frequent public works. For example, far more churches
than classrooms have been built in Romania with public funds during the last twenty
years. Those businesses then fund the political parties at the local level. The present
mechanism of resource allocation and distribution of EU funds by a totally different
procedure is a great strain on the Romanian administration.

2. The challenge of documenting corruption
If favouritism is the general rule, with profit being capitalized mostly at party level,
individual fraud and corruption are better covered by law and the latter are the subject
of most investigations. Relevant data is scarce and favouritism is practically un-documented, but it can be divided into two broad categories: “reported irregularities” (nonfraudulent, suspected fraud, non-confirmed, established fraud19) and “related financial
amounts”. Information pertaining to the two categories was retrieved from the annual
reports (2005-2012) written by the Romanian Anti-Fraud Department (DLAF) and
the National Anticorruption Directorate (DNA)20.
The data for the “established fraud” sub-category are taken exclusively from the National Anticorruption
Directorate’s (DNA) annual activity reports.
20
The DNA has exclusive competence in prosecuting offences against the financial interests of the European
Communities (Article 13 of GEO 43/2002).
19
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One caveat related to the figures is that, in the DLAF reports, only in 2012 are the
financial amounts related to detected irregularities differentiated in accordance with the
affected European financial instrument. Therefore, up to 2012 the data on the number
of DLAF detected irregularities include cases pertaining to pre-accession funds, predominantly SAPARD, ISPA and PHARE. As a consequence, we present data from 2005 to
2012 covering two programming periods (Figures 1 and 2). In addition, the financial
amounts related to the detected irregularities are reported only from 2009 onwards and
they are not differentiated between non-fraudulent, suspected fraud and unconfirmed
cases. Hence, Figure 3 presents the related amounts for DLAF investigated irregularities,
which include suspected fraud and non-fraudulent cases21.
From the DNA annual reports we have extracted the number of established fraud
cases, namely those which have ended with a definitive legal decision establishing the
occurrence of criminal acts. The related financial amounts have been taken from the final
court decisions for which such data is made available by the DNA. We also focused on
the related sums for the indictments drawn up by the DNA, data which can be assimilated in the “suspected fraud” category, but which contain a stronger indication of foul
play. The main limitation of this approach is that it is limited to only those cases which
have been investigated successfully, but we are of course aware that the universe of funds
subjected to non-random distribution is far higher.
Irregularities refer to cases which were reported as being non-fraudulent, unconfirmed
or presenting signs of fraud (Figure 1). In addition, the financial amounts are presented
vis-à-vis the general category of irregularities and in relation to their number and the sums
attached to the indictments drawn up by the DNA from 2009 to 2012, as well as those
relating to the final sentences handed down by the courts starting from 201022.
Figure 1: Total number of cases with detected irregularities categorized
as non-fraudulent, unconfirmed, suspected fraud and established fraud

Data sources: DLAF and DNA Annual Activity Reports (2005-2012); author’s own computations
21
A FOIA request sent to DLAF by the Romanian Academic Society think tank on June 3rd 2013 through
which differentiated data were requested concerning the number of irregularities, suspected fraud, non-fraudulent and non-confirmed cases attached to each European fund from 2005 to 2012 did not yield the expected
results because some of the desired indicators did not exist in the DLAF database.
22
Final sentences establishing the occurrence of acts of fraud and their related financial amounts which have
been handed down in cases pertaining to EU funds are publically available on the DNA website starting with
the year 2010.
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Figure 2: Number of suspected fraud and established fraud cases

Data sources: DLAF and DNA Annual Activity Reports (2005-2012); author’s own computations

Figure 2 points to the fact that from 2005 to 2012 the number of cases with detected irregularities was higher than the number of cases reported as suspected fraud23 and
established fraud. Also, the number of cases of established fraud (convictions handed
down by law courts) was considerably lower throughout the same period. However, it
should be kept in mind that the number of cases of suspected fraud and established fraud
during that period do not refer to the same cases since there is a time lag between the
types of irregularities reported by the DLAF and the passing of sentences. Therefore, the
majority of established fraud cases refer to pre-accession funding.
Figure 3: Number of detected irregularities and the related financial amounts

Data sources: DLAF and DNA Annual Activity Reports (2005-2012); author’s own computations

The data presented in Figure 3 show that the financial damage attached to detected irregularities (non-fraudulent, non-confirmed, suspected fraud) by DLAF is far higher than
the amounts related to the DNA’s indictments and to final court decisions establishing the
As a result of a FOIA request sent to DLAF by the Romanian Academic Society think tank on June 3rd 2013,
the total number of suspected fraud cases between January 2005 and May 2013 was 441.
23
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existence of criminal acts. The total estimated financial damage calculated by DLAF
from January 2005 to May 2013 in cases displaying irregularities, including suspicion
of fraud, amounts to 243 million Euros24.
The absolute high was in 2012, when, according to the DLAF, the estimated financial damage was 80 million EUR, which translates to 3.66% of the sum absorbed in
the same year (2.2 billion EUR). It should be noted that this sum includes a number
of cases referring to pre-accession funding since in the DLAF’s annual activity report,
no distinction was made between the amounts of pre-accession and post-accession
funds.
The established financial damage found in court decisions over the last three
years is smaller than both the amounts related to detected irregularities and the ones
attached to the prosecutors’ indictments, but the amount is slowly increasing, which
is an indication that instances of fraud are considerably more difficult to prove than to
detect. In addition, the amounts proved in court to have been spent illicitly and which
need to be recouped may be smaller than the ones initially calculated by the prosecutors and the state authorities. Therefore, a certain amount of money will be lost in this
the interaction.
To conclude, with the specific data available at the present time, it is clear that the
estimated cost of mismanagement and fraud must be considerably higher than the
legally proven figures– the majority of which are related to pre-accession funds. We
expect that in the years to come all these indicators will show an increase because the
cases pertaining to the post-accession period, when available European funds were
higher, have not yet been detected or have not yet come to a judicial conclusion.

3. Defrauding tactics
A recent analysis of sentences handed down by courts of law in cases dealt with
by the DNA focused on identifying the tactics most frequently used in Romania to
commit fraud and the types of actor involved in obtaining European funds by such
means25. The outcome of the analysis was that, in recent years, the cases pertaining to
pre-accession funds have been resolved (Dimulescu, 2013), while at present too few
court cases involving structural and cohesion funds have been concluded to be able to
make sound judgements from a statistical point of view.
Regarding the most frequently used defrauding tactic, the use or distribution of
false, inexact or incomplete documents or statements which have resulted in the unlawful obtainment of European funds, together with its variations (such as abetment,
attempt, instigation, improper participation, use of false statements) represented
49.6% of the examined cases. Next most common was the strategy of falsifying documents with 28%. The results are corroborated by the Commission’s 2011 Statistical Evaluation of Irregularities, whereby the use of falsified supporting documents (falsified offers)
24
Information obtained as a result of a FOIA request sent to DLAF by the Romanian Academic Society on
June 3rd 2013.
25
The analysis does not present an exhaustive list of defrauding tactics since it concentrated on what could be
proven by the DNA prosecutors during the trials ending with definitive sentences.
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ranks among the most frequently detected types of infringement concerning pre-accession
funds (European Commission, 2012: 71-72).
Figure 4: The frequency of defrauding tactics

Data source: Dimulescu (2013)

Private firms (associates, administrators, shareholders, executive or administrative
directors, managers or employees of private companies) were by far the most often
mentioned entity in relation to illicit methods of obtaining EU funds (57.2% of the
total). Local public authorities (mayors, vice-mayors, local counsellors and public employees) came second with 26.5%. NGOs (8.7%) and private individuals, mostly
farmers and, as often as not, non-existent, (7.5%) completed the list.
The results corroborate the data present in DLAF’s 2011 and 2012 annual activity reports on the types of perpetrator since the private sector also came in first in the
suspected fraud category (Fight against Fraud Department – DLAF, 2011: 30 and
2012: 36).
Figure 5: Types of entities involved in fraud

Data source: Dimulescu (2013)
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The Romanian Academic Society set up a project to monitor press articles both at
the local and national level which deal with cases of fraud involving EU money. Their
investigation identified a list of 38 methods of fraudulent mismanagement of funds
presented in the press between 2004 and 2013.
The list is composed of the following cases: abuse of office (and instigation)
against the public interest; accepting bribes(and instigation); using consultancy services throughout the project’s implementation in order to obscure the destination
of funds; changing the purpose of spending contrary to contract provisions; using
EU funds to amass personal benefits; offering bribes to win a public procurement
contest; trading political influence with individuals who approve financing contracts;
demanding bribes to accept false reimbursement claims; demanding bribes to give a
public procurement contract to a certain firm; reimbursement through non-existent
companies; following flawed construction techniques; delaying contract closure after
grant decision; restrictive public procurement criteria; discriminatory treatment of
participants in a public procurement procedure; imposing a subcontracting percentage to the provider of services; the winner of the public procurement contract failing
to fulfil conditions necessary for the implementation of a contract; providing invoices
to values lower than the true costs incurred; falsification of proof of attainment of a
project’s intended results and realization of activities; lying about the value of declared
indicators; copy/paste evaluation of proposed projects; copy/pasting the contents of
a project proposal; tampering with the technical-economic evaluation result; projects
written up by consultancy companies favoured by the contracting authority; buying
financial statement letters from banks; the use of false, inexact or incomplete documents, statements or falsified certificates; use of bribery to ensure co-financing; disappearing after having received the pre-financing funds; money laundering; additional
works declared as being similar activities; conflict of interest; exorbitant amounts used
in public procurement contracts administered by certain Management Authorities;
delays in finalizing works; omitting to publish the public procurement announcement
electronically or publishing it only with a considerable delay so as to favour preferred
firms; acceptance by the Management Authority of ineligible reimbursement claims;
unauthorized access to a project’s control and verification documents; high salaries for
project experts although the project’s aim does not justify them26.
The systematic character of the problem is obvious: the Commission stated that
one of the reasons for the very slow advancement of the SME dedicated axis was the
“widespread collusion between applying companies and public officials in charge of
approving applications for funding”, the result being the Commission’s refusal to receive payment claims27. At present, no studies have been made of favouritism for EU
funds in Romania. The statistical information that does exist only scratches the surface
of the problem but there are several resounding cases of high ranking officials whose
For more information on this project entitled “Misuse of Public Funds in Romania Before and After EU
Accession”, see: <http://sar.org.ro/initiativa-fonduri-europene-manual-de-fraudare/?lang=en>
27
Pop, R. (2012) De ce si-a pierdut UE increderea in Romania. Ce se intampla cu capacitatea de management
si controlul fondurilor europene? Romania Curata. 16 November. Available from: <http://www.romaniacurata.ro/articol-3522.htm> [Accessed 05/06/2013]
26
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family or acquaintances have benefitted from a contract with substantial EU funding.
For instance, in 2012a DLAF investigation prompted by a press campaign revealed that
in 2011 the Ministry for Rural Development and Tourism, run by Elena Udrea (Liberal
Democrats), ignored public procurement rules28 and gave a publicity contract worth 2
million EUR to the president of the Romanian Boxing Federation who, in turn, “hired”
his own private company – which had only 5 part-time employees and until July 2011
had specialized in repairing office equipment– to organize a boxing tournament featuring a well-known Romanian boxing champion29. The money were supposed to be used
to promote Romania’s image as a tourist destination, which was the only eligible activity
for reimbursement from the EU, but only 1% of it was used to that end and for 66%
of the services provided, the firm did not have the necessary documents (mainly subcontracting agreements) which were not even requested by the Ministry30.
Another example is the case of the current Regional Development Minister, Liviu Dragnea (Social Democrats), who in 2009, when he held the office of County Council President
of Teleorman County, approved the award of two contracts for road repair to a firm which
had been awarded many such public deals in that particular county throughout the years.
The firm’s owner was one of Dragnea’s friends and his brother-in-law later became an MP in
Teleorman. An audit investigation from the Commission in 2011 (after which reimbursement claims coming from the Regional Development programme – the axis dealing with
the development of local and regional transportation infrastructure – were blocked) revealed
that the County Council had imposed restrictive clauses in the public procurement contract
which only that particular firm could fulfil31.
Yet another resonant case occurred in 2011 and involved the Minister of Labour
at the time, Ioan Botis (Liberal Democrats). He was investigated by the DLAF, DNA
and the National Integrity Agency (ANI) for acts of corruption and conflict of interest
pertaining to EU funds. The press revealed that his wife worked for an NGO overseeing a project which had received support through the Human Resources operational
programme – which is administered by the Labour Ministry – a month after Botis was
appointed head of the same ministry. Moreover, the organisation had its headquarters
in the Minister’s house, his former chief of parliamentary staff who was also directly
involved in the project was one of the NGO’s founding members, and the minister’s personal assistant and an employee of the ministry received sums of money from the same
non-governmental entity. The scandal erupted when Botis himself publically admitted it
The attribution of publicity contracts worth more than 20 000 EUR must be preceded by a public procurement participation announcement, be published in the electronic public procurement system and have its
own website.
29
Neag, M., Berceanu, G., And Tolontan, C. (2012) Comisia Europeanareclama fapte penale la gala organizata de
Obreja si finantata de Udrea. Obreja: “Astia de la DLAF se trezesc de dimineata si acuza lumea”. 26 April. Available
from: <http://www.tolo.ro/2012/04/26/comisia-europeana-acuza-fapte-penale-la-gala-organizata-de-obreja-sifinantata-de-udrea/> [Accessed 05/06/2013]
30
Neag, M., Tolontan, C. (2012) Cum s-au folosit banii romanilor la Gala Bute: 1% pentru frunza, 99% in
vant. 31 October. Available from: <http://www.tolo.ro/2012/10/31/cum-s-au-folosit-banii-romanilor-la-galabute-1-pentru-frunza-99-in-vint/> [Accessed 05/06/2013]
31
Stoica, I. (2012) Comisia Europeana a descoperit licitatiile truncate ale lui Liviu Dragnea si cere banii inapoi.
EvenimentulZilei. 14 December. Available from: <http://www.evz.ro/detalii/stiri/liviu-dragnea-se-vrea-ministrupentru-a-si-albi-licitatiile-trucate-1015760.html> [Accessed 07/06/2013]
28
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to be true, but denied the existence of a conflict of interest32. Subsequently, the contract
was annulled, the pre-financing sum retrieved and, before a verdict was reached, Ioan
Botis resigned from the ministry, although he remained a member of the Labour Committee in the Chamber of Deputies33.
By aggregating the available data on the number of signed contracts involving EU
funds and the political orientation of local authorities, the link between the distribution
of contracts and their financial value across political parties can be studied. Figure 6
presents the number of signed contracts involving structural and cohesion funds at the
level of local authorities – meaning county and local councils – from 2007 to September 2011 and show that most contracts (356) were won by officials belonging to the
Liberal Democrats (PDL) who were the ruling party at the time. In second place with
336 contracts came the Social Democrats (PSD). The Liberals (PNL) were third with
137, while the ethnic Hungarian party (UDMR) and the Conservatives (PC) came
next with 63 and 8 respectively. The financial value of the contracts was high for all
the parties involved, but especially for the Liberal Democrats (1, 6 billion EUR) and
the Social Democrats (almost 1, 2 billion EUR)34. However, the disproportion is less
severe than in the case of the Reserve Fund.
Figure 6: Number of signed contracts and their related financial value
at the local authority level per political party (2007 – 2011)

Data sources: Iorga, Alexandru and Ercus (2011); Romanian Academic Society 2013

Mihai, A., Anghel, I. (2011) Cazul Botis ar putea periclita finantarea europeana. Ziarul Financiar. 19 April.
Available from: <http://www.zf.ro/eveniment/cazul-botis-ar-putea-periclita-finantarea-europeana-8173422>
[Accessed 07/06/2013]
33
Mihai, A. (2011) Asociatia lui Botis trebuie sa inapoieze 150.000 de euro. Ziarul Financiar. 18 August. Available from: <http://www.zf.ro/eveniment/asociatia-lui-botis-trebuie-sa-inapoieze-150-000-de-euro-8629124>
[Accessed 07/06/2013]
34
The data include contracts signed only for the following operational programmes: Regional Development,
Administrative Capacity Development, Human Resources, Environmental Infrastructure Development and
Economic Competitiveness.
32
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4. Financial impact and recommendations
The matter of financial corrections applied by the Commission following audit
missions merits particular attention since Romania, as stated above, while showing
the lowest absorption rate is subject to the highest level of corrections among all the
Member States (Iorga et al., 2013). The corrections refer mainly to deficiencies in the
public procurement procedure.
The total amount of imposed corrections from EU accession in 2007 until December 2012 was approximately 300 million EUR35 – 498 million if we add the 198 million worth of corrections imposed on the Human Resources programme36– or 20% to
22.5% of the funds absorbed until the same date (2.2 billion EUR). Furthermore, the
most frequent corrections are those amounting to 5% (43% of the cases) and 25% (31%
of the cases) of a public procurement contract. The average value of a correction was
13% of a public procurement contract budget (400.000 EUR). The highest corrections
targeted the operational programme dealing with regional development (84%), while
the second was that dedicated to the environment (13%). Also, the corrections mostly
referred to public works contracts (62%), audit services (14%), design activities (7%),
technical assistance (6%), consultancy (6%) and publicity services (5%).
The main reasons for their imposition were: illegal qualification requirements
(56%), unequal treatment of contenders (11%), the winning offer not fulfilling the
conditions (9%), procurement decisions with only one candidate (9%), illegal increase of the contract’s value (6%), using the qualification criteria as evaluation factors
(6%), ignoring the transparency principle(3%) (Iorga et al., 2013).
The above analysis shows that the estimated direct cost of corruption is small compared to the high opportunity cost posed by poor governance. In that sense development is further curtailed since even the amount of funds absorbed is further drastically reduced by the corrections which resulted from the cases of mismanagement and
fraud found both at the beneficiaries’ level and within particular national and local
state structures entrusted with the management function. The question, therefore,
is whether suspension, reduction or cancelling of EU assistance is the most effective
mechanism for protecting the interests of the European taxpayer? Or would all of
them turn out to be rather like throwing the baby out with the bathwater?
Therefore the recommendations for better management of European funds in Romania for the 2014-2020 programming period should focus on pre-emption or exante controls so as to avoid reaching the stage where the funds are suspended, reduced
or cancelled– a situation which does not fully resolve the problem since the money
cannot be recouped in full by the EU through corrections. Therefore, this report suggests the following:
The financial correction was greater than that of Spain (158 million), Poland (24 million) or Germany (22
million). The Institute for Public Policy’s study did not look at the financial corrections imposed on the Human Resources programme at the end of 2012.
36
Preluca, R. (2012) Memorandum privind corectiile pe POSDRU, aprobat astazi de Guvern, fonduri-structurale.ro. 27 November. Available from: <http://www.fonduri-structurale.ro/detaliu.aspx?eID=12078&t=Stiri>
[Accessed 08/06/2013]
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1. The creation of an Early Warning mechanism to pre-empt the suspension
of funds. More specifically, a mechanism is needed by means of which the verification and control procedure is made more efficient before the suspension or
cancellation of EU assistance comes into effect. To that end, there needs to be
a set of indicators used to give early warning of the suspicion of fraud or irregularity not only at the public procurement and project selection level, but
at project level too. Such indicators could be grouped according to the phase of
the project’s life-cycle (definition of grants conditions and terms of reference,
grant/procurement decision, implementation of the project/grant and general,
systemic conditions).
2. The design of a system of social accountability in monitoring and auditing the spending of EU funding. This recommendation refers to entrusting
direction of every stage of projects (planning, evaluation and audit) to local
stakeholders, in other words to those who stand to lose most from corrupt use of
EU funds, so enhancing transparency and control. The system would be based
on precise information given by different community or sector stakeholders and
which would allow various outcomes. First, it would facilitate swift monitoring
to allow quick reactions from journalists and civil society. Second, it would allow
pre-emptive actions from managing authorities and thus deter the suspension
of EU structural and cohesion funds. Third, it would bring more transparency
to the management system and reduce incentives to fraudulent activity. The
innovative aspect of the output will be its reference to the role different stakeholders will be able to play in the monitoring of the spending of EU structural
and cohesion funds: the press, civil society, beneficiaries, public procurement
competitors, evaluators, consultants, personnel in the management and control
system and the directly responsible public authorities.
3. The development of a more inclusive, participatory process of design, monitoring and implementation for the next programming period. The result of
Romania’s absorption history is the existence of a group of people who possess
sufficient training and expertise to recommend better avenues for efficient spending. They are familiar with both the pre-accession programme and the current
framework, some of them having gained experience in areas as vast as evaluation, consultation, project implementation and programme management. They
could become part of an Expert Consultation/Monitoring Group and would be
able to contribute to better decision-making, as well as being capable of analysing fraudulent practices and discussing solutions for them. This group could
complement the local stakeholders’ involvement with the necessary insight to
disentangle the hindrances – both intentional and unintentional – to a proper
and efficient spending of EU funds. More specifically, such individuals have access to technical or legal information out of the reach of local stakeholders, but
in Romania such experts and practitioners are seldom encouraged to take part in
the refinement of public procurement and management practices of EU funds.
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In the current format, they are discouraged from expressing any negative views
since that would be interpreted as unsolicited critical opinion. More openness
from the Management Authorities and the Ministry of European Funds would
send an encouraging signal in that regard. Therefore, participation in monitoring activities and the positive channelling of dissent could be transformed into a
prestigious and well-received activity.
4. Improvement in the quality of evaluation and enhancement of the personal
responsibility of independent evaluators contracted by operational programme managers. Much fraud happens because of bad project or contract
evaluation. If a project is too vague or is badly written but has passed the evaluation stage, it can be argued that a missing objective – absent due perhaps to
miss-spending or fraud – has in fact been achieved. Basically, once a contract or a
project has been accepted, the monitoring institutions, civil society, stakeholders
and the media can report only those instances where the money requested and
the money spent do not contribute to achieving the agreed outcomes, outputs
and specific objectives found in the project application. The evaluation step is
critical in the sense that it legitimizes the project and subsequent claims for reimbursement. Therefore, the concrete recommendation is the following: improve
the quality of evaluation so as to limit the number of projects which could be
defrauded due to badly written project-applications and inflated project costs.
That can be done by increasing the personal responsibility given to individual
evaluators, but also by increasing transparency to the general public about the
projects funded and offering them information such as specific objectives, main
activities, expected results, duration of the project, and so on.
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8. European Perceptions of Quality
of Government: A Survey of 24 Countries
NICHOLAS CHARRON

Background
This report outlines the results of a recent survey within the ANTICORRP project1, a survey intended to capture the ‘quality of government’ (QOG) – e.g. quality, level of corruption
(perceived and experienced) and the extent to which public services are allocated impartially
in 20 EU countries Turkey, Serbia, and Ukraine2. The purpose of the survey is to aid scholars,
practitioners and policy-makers interested in going beyond comparisons and analyses at the
national level, and to compare QoG across and within countries. Thus the survey focuses primarily – yet not exclusively - on public services such as education, health and law enforcement,
which are often administered by sub-national authorities.
The questions were aimed at the consumers of everyday public services – ordinary European
residents – to which over 400 responded per NUTS 1 or 2 regions (Nomenclature of territorial
units for statistics). With a total sample of more than 85,000 respondents, it is currently the largest
multi-country governance survey aimed at capturing regional variation and its explanations. Questions focus not only on perceptions, but also on citizens’ experience of services and their level of
satisfaction, as well as on individual opinions regarding quality of public services, media, elections,
social trust and the perceived and experienced meritocracy of the public and private sector.
This report highlights the findings of the survey, and for practical reasons of space, the results
are mainly those from the national level. However, the data will be published freely at both the
individual level and aggregated regional level, thus users may take the level of analysis that most
suits their research needs. The following is a descriptive report and not an analytical one, thus
the ‘why’ questions (why certain countries or regions rate higher in QoG than others) are left for
future research.

Content and Past Research
This survey builds on a pilot project from 2010, sponsored by the EU Commission (REGIO), entitled ‘Measuring Quality of Government and Sub-National Variation (Charron,
Lapuente and Rothstein, 2010), whereby 34 QoG oriented and demographic questions were
posed to 34,000 EU respondents in 172 NUTS regions in 18 countries. The project was ultimately intended to build a regional QoG composite indicator, which was subsequently called
the EQI (European Quality of Government Index – Charron, Dijkstra and Lapunte 2013; Charron, Lapuente and Rothstein 2013). The EQI for 2013 and its methodology will be published
in a separate document; however it will primarily build on the 2010 round.
1
2

For more information about the ANTICORRP project, see: <http://anticorrp.eu/>
Serbia includes Kosovo and Ukraine is limited to only six regions.
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In addition to what was asked in the 2010 round, the current survey adds several questions
– including questions about social trust, meritocracy within the public and private sector, leftright voter ideology, perceived ‘greed corruption’ in society, and the consequences for political
parties linked to corruption scandals, all of which are summarized in this report.
This report is structured in the following way:
1. Sample: countries and regions included
2. Methodology
3. Expert Summary
4. Detailed description of the respondents: demographics in general and by country and
5. Respondents’ experience with public services in question in the last 12 months
6. Perceived and experienced quality of 3 public services: education, health care and law
enforcement
7. Perceived and experienced impartiality of three public services: education, health care
and law enforcement
8. Perceived and experienced corruption in three public services: education, health care
and law enforcement. Perceived corruption of the extent to which ‘greed corruption’ occurs
9. Perceived corruption in elections, and public trust in media reporting of political and
bureaucratic corruption
10. Level of social trust and perceived and experienced level of meritocracy in the public
and private sectors
11. Consequences for political parties in corruption scandals.
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1. Sample
All countries in the EU28 with multiple NUTS 2 regions are included, along with Turkey,
Serbia (including Kosovo), and parts of Ukraine.
Table 1
No. of Regions

No. of total
respondents

Abreviation

Countries at NUTS 1 level

DE

Germany

16

6400

UK

United Kingdom

12

4800

SE

Sweden

3

1295

BE

Belgium

3

1208

HU

Hungary

3

1215

GR

Greece

4

1613

TR

Turkey

12

4800

Countries at NUTS 2 level
IT

Italy

21

8500

DK

Denmark

5

2028

FI

Finland

5

2000

NL

Netherlands

12

4822

AT

Austria

9

3600

CZ

Czech Republic

8

3236

SK

Slovakia

4

1609

ES

Spain

17

6800

PT

Portugal

7

2886

FR

France

26

10409

PL

Poland

16

6400

RO

Romania

8

3200

BG

Bulgaria

6

2402

HR

Croatia

2

800

IE

Ireland

2

800

RS

Serbia*

5

2015

UA

Ukraine

6

2400

Total

24 countries

212

85238

* Serbia includes Kosovo as the EU does not recognize Kosovo as fully sovereign. However, we have highlighted the results of Kosovo separately in this report. Kosovo as a region in the survey has 400 total respondents.
** EU15 refers to the 15 countries forming the European Union before the enlargements of 2004 and 2007.
EU 15 countries (12): BE, AT, DE, SE, DK, IE, FR, NL, ES, PT, GR, UK
*** The NMS13 are the 13 ‘new Member States’ which joined the European Union during the 2004 and 2007 Enlargements as well as Croatia in 2013. NMS13 countries (7): RO, PL, BG, SK, HU, CZ, HR
**** Includes an ascending state (Turkey), a potential candidate (Serbia) and 6 of the 24 oblasts from Ukraine.
Non-members (3): RS, TR, UA
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2. Methodological Issues

The surveys were initiated during the month of February, 2013 and were conducted in the
local majority language of each country/region. The results were returned to the Quality of
Government Institute in April, 2013.
This project consists of a large international survey conducted via telephone interviews, each
of approximately 10 minutes during which 32 questions were posed. The sample size of citizens
in the survey was over 85,000 Europe-wide, with the final focus of the collected data aimed at
the regional level. The survey selectively sampled 400-plus citizens per region, so the sample size
for each country varies depending on the number of regions. The regional level for each country
in the survey is based on the European Union’s NUTS3 statistical regional level and is as follows
for the countries in the survey. The NUTS level for each country was selected with two factors
in mind – the extent to which elected political authorities have administrative, fiscal or political
control over one or more of the public services in question, and two, the cost of the service to the
consumer. In direct consultation with the EU Commission, the NUTS regions shown in the
previous section in each country were selected on those basic criteria.
The public services in question - education, health care and law enforcement - were selected instead of nationally administered services such as immigration, customs, the armed forces
or courts in order to maximize regional variation in the QoG-oriented question in the survey.
We also had to consider the great variation of powers and competencies across European
regions. In some countries, such as Germany, Belgium, Italy or Spain we deal with political
and legislative regions, while in others the region is simply an administrative unit. ‘Political’
regional governments are elected by their local constituents and such governments have their
own autonomous revenues and a degree of fiscal and policy autonomy. In unitary government
countries however, such as Bulgaria, Romania, Slovakia or Portugal we target regions which are
sometimes not even fully fledged administrative units, (NUTS 1 or NUTS 2), but statistical
creations designed for EU cohesion funds. Therefore in some cases asking a respondent ‘how
would you rate the quality of this or that service ‘X’ in your particular administrative region
“Y’ might be very confusing, since respondents from countries like Hungary or Romania
might not even be aware that they are even living in region ‘Y’ which is only a vehicle for the
distribution and management of EU regional and cohesion funds. It can therefore be argued
that the administrative and political responsibility of the regions in the three public services we
have chosen to concentrate on varies in different countries, which might cause problems with
the gathering of our data. However this study argues otherwise, in that we attempt to capture
all regional variation within a country and as several other scholars have noted (e.g. Tabellini
2005) there are numerous empirical indications and anecdotal evidence that the provision and
quality of public services controlled by a powerful central government can nonetheless vary
greatly across different regions.
Thus to synthesize the survey and make the results as comparable as possible within and
between countries, we asked respondents questions focusing on three key concepts of QoG –
the ‘quality’ of the actual services, the extent to which they are administered ‘impartially’ and
the extent to which ‘corruption’ exists in their area.
The EU regional survey was undertaken between 20 February, 2013, and 6 April, 2013
by Efficience 3 (E3), a French market research company specializing in gathering information
about public opinion throughout Europe tailored to the needs of researchers, politicians and
3
For more information on the NUTS system, please see: <http://epp.eurostat.ec.europa.eu/portal/page/
portal/nuts_nomenclature/introduction>
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advertising firms. E3 conducted the interviews themselves in certain of the countries and used
sub-contracting partners in others4. The respondents, all 18 years old or more, were contacted
at random in the local language via the telephone.
Ideally, a survey would be a mirror image of actual societal demographics – gender, income,
education, rural-urban, and so on. However, we are not privy to exact demographic distributions, especially not at the regional level, so that if we had imposed artificial demographic
boundaries we might well have met problems greater than any benefits we might have gained.
So we sought the next best solution. Based on E3’s expert advice, to achieve a random sample
we used what is known in the business of survey-research as the ‘next birthday method’, which
is an alternative to the so-called quotas method. When using the quota method for instance,
one obtains an almost perfectly representative sample – a nearly exact proportion of, for example, the number of men; or women, certain minority groups, people of a certain age, income,
or whatever it might be. However, as the search narrows to certain demographics within the
population, one might end up with only ‘available’ respondents, or those who are more ‘eager’
to respond to surveys, which can lead to less variation in the responses, or even to bias in the
results. The ‘next-birthday’ method, which simply requires the interviewer to ask the person
who answers the phone who in their household will be the next one to celebrate his or her
birthday, still obtains a reasonably representative sample of the population. The interviewer
must then deal with the member of the household who will next pass a birthday, and if that
individual is not immediately available the interviewer must make an appointment. By that
means the survey need not rely on whoever might happen to be available to respond at the
time of the telephone call. So, although the quota method is stronger in terms of a more even
demographic spread in the sample, the next-birthday method is better at ensuring a wider
range of opinion. Therefore we chose the next-birthday method because we felt that what we
might have lost in demographic representation in the sample would be made up for by a more
satisfactory distribution of opinion.
3. Expert Summary
The general context of QoG in Europe: Experiences and Perceptions of Citizens

With respect to QoG, the whole region of Europe is on the whole among the highest
ranked in the world according to most sources of international comparative data from different countries (Kaufman et al. 2010; Transparency International, 2012). However, a number of
earlier studies (for example, Charron, Dijkstra and Lapuente 2013) found that variation among
European countries is more significant than in most other world regions. Furthermore, differences in government performance go beyond the national level and are noteworthy in a
variety of European countries including Italy, Belgium, Spain, Bulgaria and France. Although
scholars and policy-makers may employ the results of this present survey to carry out analysis
at the regional level such as simply could not have been done before the existence of our study,
the report here focuses mainly on the results from the country level. However, more analysis
at regional level will be published in the near future in separate studies using this data.
This study found that while Europeans are on average quite pessimistic about the current
state of the economy, they feel that on average the quality of their public services is good, and
those that have recent personal experience of the public services in question rate them, on
average, even more highly.
4
<http://www.efficience3.com/en/accueil/index.html>. For names of the specific firms to which Efficience
3 sub-contracted in individual countries, please write cati@efficience3.com
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We also tracked the views of citizens about how impartially – avoiding favouritism, thus their public services are allocated. (According to the United Nations Convention against Corruption, favouritism should be thought of as corruption). On average, citizens in Europe feel more
often than not that most people are treated equally by the public sector in their area. Those who
have direct experience of education and health care on average rate the services as even more impartial than those who have not. However, on average the opposite is true for law enforcement.
On the whole and as a region, Europe is considered to be relatively low in corruption. Yet
the study finds wide differences within countries as well as between them in both perception and
experience. Moreover, individual experiences tend to be strongly correlated with perceptions
of corruption throughout Europe, although in almost all cases we found that corruption is perceived to be higher than it is ‘actually experienced’ in terms of petty corruption among everyday
citizens. With respect to certain sectors, the study revealed that in most countries in Western
Europe there is very little petty corruption (bribery), with the exceptions of Southern Italy and
Greece, while there is wide variation in the new member states and those outside the EU, where
corruption occurs most often in Romania, Ukraine and Hungary. According to the findings
shown here, the health care sector is where Europeans most frequently experience corruption,
being obliged to pay bribes for services. Approximately 6% of the total sample reported that they
had paid a bribe in the past 12 months. With regard to law enforcement, education or any other
public services, the rate of bribery among average citizens is considerably less.
Citizens were also asked about the level of social trust and the extent to which they believed that success in the public and private sector was based on merit, or on connections. On
the first point (social trust) there is considerable variation across the sample, with citizens in
countries such as Serbia, Slovakia, the Czech Republic and Hungary reporting remarkably low
levels of trust in others, while in countries like the U.K., Finland and Sweden the vast majority of respondents said that in general, ‘most people can be trusted’. Countries varied less in
their assessment of meritocracy in the public and private sectors, yet the reported variation is
still noteworthy. In the Balkan countries, as well as Ukraine and Greece the overwhelming
majority of respondents say that success in either the public or private sector is largely driven
by ‘connections or luck’, while people in countries such as Austria, Germany, U.K. or Turkey
were much more likely to reply that ‘hard work’ is the key factor in success. Respondents actually employed in the public sector tended on average to rate their public sectors as more meritocratic than did the rest of the population, yet the findings were mixed for the private sector.
Finally, the study reports on potential repercussions for political parties involved in corruption scandals. Most Europeans are quite intolerant of corruption scandals - indeed most
would not continue to vote for their party if they were involved in such a scandal. Yet the
respondents vary considerably from country to country as to whether they would continue
to vote for their preferred party anyway despite a corruption scandal, would vote for another
party or would simply opt to stay at home and not vote.
4. The Respondents
4.1. Demographics
In total, more than 85,200 respondents across Europe took part in the survey. Below,
Tables 2-4 are shown describing the general demographic characteristics overall and by country. The majority of respondents were female, mostly native speaking within their countries
or regions and with at least secondary education. The most highly educated respondents on
average were from the Netherlands and Ireland and the least educated were from Portugal and
Turkey.
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Table 2. General demographic survey overview

Note: numbers in table are percentages and are rounded to the nearest tenth.

The majority of respondents come from a city or town with fewer than 100,000 residents,
which is not especially surprising because the NUTS region, not the country, was the focus
and the majority of such regions contain no major city. Although numbers varied somewhat
among the countries, the distribution of respondents by age was well represented – roughly
18% were under 30, 36% were from 30-49, 27% were from 50-64 and 19% were 65 or older.
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Table 3

Note: numbers in table are percentages and are rounded to the nearest tenth.

Although more precise information about the respondents’ employment can be found in
the survey data, their general occupations are shown below. A little more than 18% were employed in some capacity in the public sector, while roughly 35% worked in the private sector.
Almost 36% were either retired, in education, or worked at home as housewives or househusbands. 8.3% answered that they were currently unemployed.
E3 provided information about incomes by reference to the relative levels of the income
classes in each country such that they could separate respondents into ‘high, medium and low’
categories – because naturally an annual income of 40,000 Euros in Denmark is very different
from the same figure in, say, Bulgaria. While more precise information on actual amounts of
income can be found in the survey data, the relative distributions listed below show that approximately 26% were lower income earners, 31% were in their country’s respective ‘middle
range’, while about 29% were at the higher end. Roughly 13% across the whole sample either
did not know or refused to give the information.
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Table 4



Note: numbers in table are percentages and are rounded to the nearest tenth.

4.2. Other Characteristics of the Respondents: Satisfaction with the Economy and
Left-Right Self-Placement.
Other factors considered salient when capturing opinions and experiences of QoG among
everyday citizens were their views on the current state of their country’s economy and their
self-placement on a political left-to-right scale.
Q22: “How would you judge the current state of the economy in ______ (name of country)?”
1. Very good, 2. Somewhat good, 3. Somewhat bad, 4. Very bad
Europeans on the whole are generally quite pessimistic about the state of the economy
in their home countries. Of the 84,690 respondents to this question throughout the entire sample, only 2.5% were ‘very positive’ and 24.5% were ‘somewhat positive’. 73% total
therefore rated their economy ‘somewhat bad’ (34%) or ‘very bad’ (39%). However, on this
question too there is wide cross-country variation. The figure below shows the ratio of positive
responses (very good aggregated with somewhat good) to negative responses (somewhat bad
aggregated with very bad) so higher numbers imply more positive views. Respondents in Portugal, Italy, Spain, Greece and Ukraine are the least satisfied, while a majority of respondents
in Austria, Germany, Sweden, Denmark and Finland are in fact on average positive about the
current state of their economy (e.g. >0.5).
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Figure 1

Q23: “In politics, people sometimes talk of “left” and “right”. Where would you place yourself on a scale from
1 to 7, where ‘1’ means the extreme left and ‘7’ means the extreme right? Extreme Left 1 – 7 Extreme Right”

Throughout the sample a strong plurality (40%) of total respondents placed themselves
at the centre politically, while approximately 29% placed themselves as centre- to far-left and
31% placed themselves as centre- to far-right. The table below shows the country-level responses. On the whole, the aggregate response in almost all countries was very close to the
centre (ie ‘4’). The average respondent from Austria, Germany and Italy was slightly leftleaning, while respondents from Kosovo, Turkey, Romania and Poland were on average more
right-leaning.
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Table 5 Left-Right Self-Placement of Respondents

Note: scale from 1-7, with lower numbers on the left and higher numbers
indicating right leaning self-placement. A ‘4’ represents a ‘centrist’.

5. Experience of Primary Public Services in Question
In the first three questions, respondents were asked simply if they or anyone in their immediate family had had personal contact with any or all of the three primary public services
in question.
Q1. Have you or any of your immediate family been enrolled or employed in the public school
system in your area in the past 12 months? (yes, no)
Q2. In the past 12 months have you or anyone in your immediate family used public health care
services in your area? (yes, no)
Q3. Have you or anyone in your immediate family had any recent contact (positive or negative)
with the security or police forces in your area in the past 12 months? (yes, no)
Generally speaking, we found that more than 88% of respondents had had direct contact
with at least one of the three primary services in question, while 44% had had direct contact
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with two or more and about 9.5% had had direct contact with all three over the preceding
year. Only 11.8% had had no contact with any of the three.
Figure 2 Direct Experience with Public Services

Looking at results for each service individually and within countries, we find some variation across the services themselves as well as across countries. Approximately 39% of respondents had direct contact with their area’s education services over the preceding 12 months,
with lowest rate of experience in the Kosovo region, Greece and Sweden while a majority of
respondents in Ukraine, Hungary and Bulgaria had had direct contact with their area’s public
education services.
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Figure 3 Encounters with Education Services

The vast majority of all respondents had had direct contact with their health care services
in the last 12 months (about 82%), and in all countries a strong majority of respondents had
been in direct contact with the health care services in their area.
Figure 4 Encounters with Health Services
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Of the whole sample 22% had contact - whether positive or negative - with their area’s
law enforcement over the preceding year. Approximately 30% or more in Belgium, Croatia
and Austria had such contact, while in Kosovo, Hungary and Ukraine the number was fewer
than 17%.
Figure 5 Encounters with Law Enforcement

 . Perceived and experienced quality of 3 public services: education, health care and
6
law enforcement
In question 4-6, respondents were asked to rate the quality of their three services. The following was read out to them:
Questions 4-6 deal with your opinion of the quality of services in your area, please rate the following from (0-10, with ‘0’ being very poor and ‘10’ being excellent quality)
Q4. “How would you rate the quality of public education in your area?”
Q5. “How would you rate the quality of the public health care system in your area?”
Q6. “How would you rate the quality of the police force in your area?”
In Table 6, we show simple aggregated country averages along with the simple aggregated
averages for the respondents with and without direct experience of them for each of the three
services by country. We can see in all but two cases (Turkey and Croatia) that those who have
direct experience of education services in their area generally rate the services more highly
than those with no experience of them. The largest gap between quality ratings by those with
experience as against those without is in Ukraine, Romania and Bulgaria, while in Finland and
Croatia the gap is negligible. In all countries, the average response is above ‘5’, suggesting that
most Europeans are generally satisfied with the quality of education services.
For health care, the average respondent with direct experience generally perceived the services to be of higher quality than did those without, with the exception of Kosovo. Respond112

ents in Belgium, the Netherlands and Finland rate their health care most highly while it is
rated lowest in Greece, Kosovo and Ukraine. When looking at law enforcement we see that
throughout Europe citizens rate the service generally positively, with an aggregate above ‘5’.
However, the pattern changes when we compare those with experience and those without. In
all but 7 countries, those with direct experience generally rate the quality of the services lower
than those without direct experience. The gap between respondents with and without experience is widest in Turkey, Serbia and Romania. Overall, the quality of law enforcement is rated
highest in Finland, Denmark and Romania, and lowest in Ukraine, Bulgaria and Poland.
Table 6 Quality of Public Services, Total and by Experience

Note: answer ranges from 0-10, with higher numbers equating to higher rated quality.

 . Perceived and experienced impartiality of 3 public services: education, health care
7
and law enforcement
Q7-9: Please respond to the following 3 questions on a scale of 0-10, with 0 being ‘strongly
disagree’ and 10 being ‘strongly agree’
Q7. “Certain people are given special advantages in the public education system in my
area.”
Q8. “Certain people are given special advantages in the public health care system in my
area.”
Q9. “The police force gives special advantages to certain people in my area.”
In Table 7, the trends between those with experience and those without are less obvious
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across countries. In some cases, respondents without direct experience rated their services as
more impartial than those with experience (Austria for education and health care for example)
while in other cases, those with direct contact rated the services more impartial on average than
the respondents without direct contact (Hungary for education and health care for example).
With respect to the gap in impartiality ratings between those with experience and those without, only in Austria and Kosovo do we see that those with direct contact in the past year rate
the service as more impartial than those without direct contact.
Concerning impartiality, on the whole responses varied across countries and across services.
Generally speaking, health care is seen as the service where certain citizens are given certain advantages when compared with education or law enforcement. In Finland, Sweden, the Netherlands
and Ireland, services are rated as quite impartial across the board, while in Ukraine, Kosovo, Croatia
and Serbia they are seen as giving advantages to certain people throughout the public sector. In
some countries, only certain services are rated as relatively partial (France with health care, or Greece
with law enforcement) while others are seen as relatively impartial.
Table 7 Favouritism/Impartiality Public Services, Total and by Experience

Note: answer ranges from 0-10, with lower numbers equating to greater levels of impartiality.

As impartiality is generally a more abstract concept than ‘quality’ or even ‘corruption’, we
elected to re-phrase the question ‘in the positive’ so to speak, so as to best capture the respondents’ conception of impartiality. That was done as follows in questions 10 to 12.
Q10-12: Please respond to the following 3 questions with ‘Agree, rather agree, rather disagree
or Disagree’
Q10. “All citizens are treated equally in the public education system in my area”
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Q11. “All citizens are treated equally in the public health care system in my area”
Q12. “All citizens are treated equally by the police force in my area”
In most cases, the numbers are generally consistent with the previous three questions –
Sweden, Finland, Denmark, the Netherlands and Ireland tend to view their services unreservedly as impartial, while in Ukraine, Greece, Slovakia and Serbia on average they are seen as
favouring certain people. Some noticeable differences were found in Spain and Romania,
where the respondents rated services as more impartial when answering Q10-12 than Q7-9.
Table 8 Equal Treatment in Public Services, Total and by Experience

Note: answer ranges from 1-4, with lower numbers equating to greater levels of impartiality.
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 . Perceived and experienced corruption in three public services: education, health
8
care and law enforcement.
8.1. Perceived corruption
Q13-15: In this survey we define corruption to mean ‘the abuse of entrusted public power for
private gain’. This abuse could be by any public employee or politician and the private gain might
include money, gifts or other benefits. With this in mind, please respond to the following 3 questions
on corruption with a scale of 0-10, with ‘0’ being “strongly disagree” and ‘10’ being “strongly agree”
Q13. “Corruption is prevalent in my area’s local public school system”
Q14. “Corruption is prevalent in the public health care system in my area”
Q15. “Corruption is prevalent in the police force in my area”
Table 9 Perceived Corruption in the Public Services

Note: answer ranges from 0-10, with greater numbers equating to greater levels of corruption.

With a few exceptions, the respondents with direct experience of their area’s education and
health care services generally perceived them to be less corrupt on the whole than those without any contact over the preceding 12 months. Similarly to the ‘quality’ questions, the opposite trend can be observed for law enforcement. The gap in perception among people with
and without experience is greatest in Ireland, Serbia and Portugal (for education), Croatia,
Bulgaria and Slovakia (health care) and Poland, Romania and Ukraine (law enforcement). Yet
in most cases, the perception between those with and without direct contact was remarkably
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similar across countries.
Citizens in Sweden, Denmark and Finland generally rated their three public services in
question here as least corrupt, while generally in Ukraine, Serbia and Kosovo the services were
thought to be corrupt. In Romania and Bulgaria, health care and law enforcement were seen
as corrupt, while in the figures for Greece, health care stands out as particularly problematic.
8.2. Personal Experience of Bribery
Q16. “In the past 12 months have you or anyone living in your household paid a bribe in any
form to”:
a. Education services? (yes/ no)
b. Health or medical services? (yes/ no)
c. Police? (yes/ no)
d. Any other government-run agency? (yes/ no)
The results show that petty corruption in the form of everyday citizens resorting to bribery
to gain access to public services in their area occurs on average quite seldom throughout Europe, in particular in education and law enforcement. Health care is clearly the area in which
petty corruption occurs most often in Europe – almost 6% of all respondents reported that
they had paid a bribe in the preceding 12 months to obtain some form of health service in their
area. However, the differences between countries are large. For example, in many countries,
petty corruption is all but absent from daily life - about 1% or fewer of all respondents from
Sweden, UK, Ireland, Denmark, Germany, Spain, Finland, and Netherlands reported paying a bribe over the preceding year for any of the services listed - or for that matter any other
public services. However, in certain other countries bribery is much more commonplace, in
particular in connection with health care. For example, in eight countries, more than 10% of
the respondents had paid a bribe in the health care sector in their area – those countries were
Bulgaria, Greece, Hungary, Kosovo, Romania, Slovakia, Italy, and Ukraine and in four of them
(Kosovo, Ukraine, Romania and Hungary), more than 20% reported that they had bribed
their way to health services. Petty corruption in education over the year preceding the survey
had occurred most in Ukraine, Kosovo, Romania and Italy, while for law enforcement about
3% or more of the respondents in Ukraine, Turkey, Romania, Bulgaria and Kosovo reported
that they had paid a bribe.
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Table 10. Personal Experience with Paying a Bribe

Note: numbers in table are percentages, rounded to nearest hundredth.

The following map in Figure 6 shows the distribution by region (minus Ukraine, Serbia
and Kosovo) of all types of reported petty corruption; the darker the region, the more bribery
reported.
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Figure 6. Reported Bribery in Europe

Legend: map reports the percentage of total respondents by region who reported paying a bribe in any of
the questions in Q16. Map created by ‘Map Generator’.

8.3. Perceived ‘Greed Corruption’
Q17: “In your opinion, how often do you think other people in your area use bribery to obtain
other special advantages that they are not entitled to? (0 never - 10 Very frequently)”
Figure 7 Perceived ‘Greed’ Corruption
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‘Greed corruption’ is conceived as corruption that occurs ‘above’ petty corruption so to
speak – corruption that occurs for non-essential, publically-funded services such as health care
or education.
Most respondents in Ukraine, Greece, Serbia and Kosovo believed that it occurs quite frequently, while in Sweden, Finland, Netherlands, Ireland and Denmark, respondents believed
that it seldom occurs.
9. Elections and Media
In the following two questions, respondents were asked about the extent to which corruption is present in their area’s elections and their faith in their area’s media in reporting corruption in the public sector and among politicians.
Q18-19: Please respond to the following 2 questions with the following (‘0’ strongly disagree ‘10’ strongly agree)
Q18: “Elections in my area are clean from corruption”
Figure 8. Perceived Electoral Corruption

In most cases, the mean response is at or around ‘5’, meaning most believe that elections in
their area are moderately free from corruption. Respondents in Sweden, Italy and Denmark
rated their elections on average to be quite clean, while in Kosovo and Croatia, a majority rated
them as more corrupt than non-corrupt.
Q19: “I trust the information provided by the local mass media on matters of politics and public
services in my area”.
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Figure 9. Trust in Media Reports of Corruption

Respondents’ trust in their regional media in terms of its coverage of corruption in politics
and the public sector is highest in Finland, Ireland, Romania and the U.K. Trust of the local
mass media is on average lowest in Austria, Croatia, Greece and the Czech Republic.
10. Questions of Trust and Meritocracy
10.1 Level of social trust
In question 20, the standard phrasing was taken from many previous surveys in capturing
‘social trust’ among respondents.
Q20: “Generally speaking, would you say that most people can be trusted or that you can’t be too
careful in dealing with people in your area?”
A. “Most people can be trusted”
B. “Can’t be too careful”
C. “don’t know”
In the aggregate figure, a majority respondents in 10 countries – Germany, Turkey, Austria,
Italy, Sweden, the Netherlands, Denmark, the U.K., Finland and Ireland – answered that most
people could be trusted. In all the others, a majority responded that one ‘can’t be too careful’. In
several EU countries, the rate of response for ‘most people can be trusted’ was surprisingly low.
In Greece and France it was under 30%, while in Czech Republic and Slovakia, it was fewer
than 20%.
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Figure 10. Trust in Other People

Note: ‘don’t know’ responses not included in calculation. Fewer than 0.5% responded with ‘c’ however.

 0.2. Perceived and experienced level of meritocracy in the public and private sector
1
Q21: Which statement comes closer to your own views? ‘1’ means that you agree completely
with the statement on the left; ‘10’ means you agree completely with the statement on the right; and
if your views fall somewhere in between, you can choose any number in between 1-10.
10.2.1 Public
Q21a: (“In the public sector most people can succeed if they are willing to work hard”) 10
(“Hard work is no guarantee of success in the public sector for most people – it’s more a matter
of luck and connections”)
Figure 11 shows two lines for each country – one with the aggregate response of Q21a for
all respondents (black) and the other for public sector employees only (red). In all but two
cases (Austria and Turkey) public sector workers leaned more towards ‘hard work’ than ‘connections and luck’ in their aggregate response. The highest number of public sector workers
answering that success in the public sector was meritocratic were found in the UK, Finland
and Turkey, while public sector employees in Serbia, Croatia and Slovakia answered that success is driven mostly by connections or luck. The gap in answers between public sector employees and the total response was largest in Greece, Spain, and Bulgaria, and all but negligible
in Ukraine, Hungary, Croatia and Austria.
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Figure 11. Perceived Merit-Based Public Sector

10.2.2 Private
Q21b: (“In business most people can succeed if they are willing to work hard”) 10 (“Hard
work is no guarantee of success in business for most people – it’s more a matter of luck and
connections”)
Figure 12. Perceived Merit-Based Private Sector
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Figure 12 shows a similar summary to that in Figure 11 for meritocracy in the public sector. Among those working in the private sector, respondents from Austria, the U.K. and Turkey
found things most meritocratic. Respondents from Kosovo, Croatia, Serbia (minus Kosovo) and
Ukraine stated that connections and luck were most important for success in the private sector.
The gap between those working in the private sector and the total country response was narrower
than for the public sector question (21a), and in several more countries (12 total) respondents
actually employed in the private sector rated the private sector as less meritocratic than did the
country as a whole. The gap was largest in Kosovo, Serbia, Croatia, Romania and Austria.
11. Political Corruption: Consequences for Political Parties
Q24. “What political party would you vote for if the national parliamentary election were
today?”
While most questions in this survey focused on perceptions and experience with regional
services, these questions asked respondents about voting patterns at national level. For this
question, respondents were read a pre-coded list of all actual political parties, including the
category “other”. The lists included all political parties that polled above their respective
country’s electoral threshold from the previous election, or any new party above that threshold
which was standing in an election in the coming year (for example, the Italian party ‘5 Stelle’).
All voters were then asked to name one party. Those results can be obtained via the individual
levels survey data.
Question 25 deals then with the consequences for future voting of an imagined corruption
scandal.
Q25. “Now imagine that that party was involved in a corruption scandal, which of the following would be most likely?”
1. Still vote for preferred party
2. Vote for another established party not involved in the corruption scandal
3. Not vote at all
On average, about 21% of all respondents stated that even if their preferred party were to
be involved in a corruption scandal they would continue to vote for that party in a forthcoming election. About 34% and 39% respectively said that they would either vote for another
established party or simply not vote at all. Roughly 7% of the respondents gave no answer.
For Q25, there were significant differences among countries in the aggregate responses.
Respondents in Turkey, Czech Republic, Germany and Romania were most likely to say they
would be inclined to continue to vote for their preferred party irrespective of any corruption
scandal, while those in Greece, Serbia and Portugal were by far the least inclined to do so. The
majority of respondents from Denmark, the Netherlands and Sweden said they would vote
for another established party, while the majority of respondents in Spain, France, Portugal and
Serbia would simply stay at home and not vote at all.
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Table 11. Voting Intentions for Corrupt Parties
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Executive Summary

From Turkey to Egypt, Bulgaria to Ukraine, and Brazil to India, we witness the rise of an angry
urban middle class protesting against what they see as fundamental corruption of their political
regimes, perceived as predatory and inefficient. Corruption is near the top of all global protesters’
list of grievances – from the Occupy movement to the Arab Spring. Their countries have
benefited to varying degrees from globalization, but their regimes have all failed to evolve
politically to meet their expectations. Corruption has become the main explanation for failures
in government performance, for networks of patrons and clients subverting fair competition,
and for billions of Euro in disappearing public funds, national or foreign assistance income.
The economic crisis exposed the hypocrisy of rich countries which control corruption at home
but use it to advance their economic interests abroad. The rise in the last two decades of an
international anti-corruption regime only raised awareness but failed so far to diminish
corruption. There is increasing demand for good governance resulting in quality education and
health systems, and denunciation of sheer bread and circus populism. Briefly put, governments
unable to control corruption cannot get away with organizing football World Cups anymore.
Volume 2 of the ANTICORRP Anticorruption Report tackles these issues across key cases
and developments. The report is grouped into three parts:
1. The frontline reports, tracing developments in Ukraine and Bulgaria, where people
rebelled against corrupt leaders, plus Rwanda and Qatar, who advanced in good
governance charts, but find themselves accused of sponsoring wars across borders or
bribing FIFA officials;
2. The methodology to move beyond perception-based corruption indicators, in the form
of a three-country study on procurement data which reveals how EU funds increase the
risk of corruption in Central Europe;
3. The empirical evidence on why control of corruption works when it does, and does not
work for the most part, in the shortened version of ANTICORRP’s first milestone report.

Chapter 1 In Chapter 1, Andrew Wilson discusses Ukraine whose February 2014 uprising was
both caused by, and helped reveal, the extent of corruption in the country. Estimates
are now that President Yanukovych and his circle stole $100 billion in just under four
years. Ukraine has always been a badly-governed neo-patrimonial state; corruption
has been endemic since independence in 1991. Ukraine’s corruption is a post-Soviet
legacy and has its roots in a failed transition, which multiplied resources for corruption
instead of reducing them. Gas is at the heart of the problem, as most rich people in
Ukraine made their money on subsidised Russian gas. Gas is to Ukraine like cocaine
was to Colombia. Until the Orange Revolution in 2004, Ukraine received massively
subsidised Russian and Central Asian gas at $50 per 1,000 m3, when its average level
of imports was 60 billion m3 per annum (Ukrainian heavy industry is hugely energyinefficient). In January 2006 Russia engineered a gas cut-off to punish the leaders of
the Orange Revolution, and the price was controversially forced up to $230, though
mixed with Central Asian gas it was discounted to $95 in a corrupt scheme. Only in
2009 did Ukraine agree to market prices, after another cut-off in the depth of winter,
with the price rapidly topping $400. From 1991 to 2009, therefore, a massive gas
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subsidy was corruptly divided between Ukrainian and Russian politicians, at the
expense of taxpayers in both states. Businesses still divert huge amounts of gas that
is nominally supplied to households at a quarter of the import price (Ukrainian
households supposedly consume two and a half times more gas than their richer Polish
equivalents). Ukrainian companies like Oil and Gas of Ukraine have therefore built
up huge debts, also because oligarchs used them for slush funds and covert funding
of political projects.
The challenge for Ukraine now is how to put its house in order, as Russia claims
it is basically a ‘failed state’. How can the country at last enter a virtuous circle to
avoid that after pushing down a neo-patrimonial regime a regime of competitive
clientelism follows? Ukraine is presently the most problematic case of a corrupt order
in Europe, and the EU does not have much experience in changing such regimes. Italy
and Greece are living proof of how difficult governance is to change even under beneficial
external influence - and Ukraine is subject to conflicting influences and major
existential threats.
Chapter 2, on Bulgaria, argues that corruption is a key element to understand the
Bulgarian governance regime, i.e. the way political and administrative power are
acquired, used, structured, delegated and reproduced. The Worldwide Governance
Indicators show that Bulgaria has made significant progress in the area of ‘control of
corruption’ since 1996. This finding contrasts with the general opinion of the Bulgarian
population who perceive Bulgarian institutions as corrupt, and contradicts the decision
of the European Commission to continue monitoring Bulgaria’s progress in fighting
corruption and organized crime. Currently the governance regime of Bulgaria can best
be described as having moved gradually from patrimonialism towards open access
order, but most of its features are still in the competitive particularism stage when
various power factions compete for spoils. Bulgarian governance has progressed since
1998 in particular as relates to administrative (petty) corruption, but it is has not yet
evolved into an open access order. The indicators in the report are mostly from the
area of public procurement. Despite the volume of the available government public
procurement budget having declined since the crisis began, thus limiting the
opportunities for corruption somewhat (European funds grew in volume as
compensation), the two biggest public procurers, the energy and healthcare sectors,
have opaque practices and remain vulnerable. Approximately 40% of all procedures
for the awarding of public procurement contracts in the energy sector for 2012 were
non-competitive, encompassing the various negotiated procedures with or without
the publication of a contract notice under the 2004 Act on Public Procurement
(APP). If the contracts awarded without any public procurement procedure are added
to this number, it becomes apparent that avoiding market competition is the rule
rather than the exception in the Bulgarian energy sector.
Chapter 3 analyses Rwanda, a country which has been praised by a large number of
donors and development experts for its recovery from the 1994 genocide, sustained
economic growth and improvement of many socioeconomic indicators, partly achieved
thanks to massive aid flows. A key feature of Rwanda’s progress is often considered to
be governance and particularly anti-corruption: the country is generally regarded as one
of the least corrupt in Africa and a success story in reducing corruption. This chapter
analyses the state of corruption and the wider governance context in Rwanda, attempting
to evaluate whether the country’s governance regime is an open access order characterized
by ethical universalism, a limited access order dominated by particularism, or a hybrid.
The author uncovers an important indicator, namely the presence of private
companies who are dominant in the public contracts market and have close ties to
8
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Chapter 3

rulers. Three holdings, or conglomerates, of ‘party-statals’, exist in Rwanda, although
their connections with their stakeholders are not transparently stated on their websites.
The largest one belongs to the government party (Crystal Ventures Limited (CVL),
formerly known as Tri-Star Investments), which grew out of the production unit of the
then-rebel army RPA during the 1990-94 war, which eventually put an end to the
Genocide. Tri-Star got the bulk of its initial funding from wealthy supporters from the
Rwandan diaspora. Today, CVL holds a majority stake in 11 companies and a minority
stake in several joint ventures, ranging from civil works to real estate, telecommunications
and security services, most of which are the leading national company in their sectors.
The group’s 2009 turnover represented over 3% of Rwanda’s GDP. The second
conglomerate, Horizon Group Limited, is often referred to in Kigali as ‘the army’s
company.’ The third consortium is Rwanda Investment Group (RIG), a holding
company created in 2006 at the instigation of the Government, which is now a holding
with both public and private shareholders whose purpose is to raise funds to invest
primarily in the construction and energy sectors. There is a general perception among
many local and foreign entrepreneurs that CVL and Horizon companies enjoy
preferential treatment when they compete for public contracts. Given that Rwanda is
practically a one-party state, the electoral as well as market domination raises serious
doubts about the capacity of impartial distribution of public goods. Rwanda’s top
achievement remains control of petty bribery, an accomplishment which distinguishes
the country in its geographic region.
Chapter 4 Chapter 4 explores the case of Qatar, a country recently showcased by international
anti-corruption indices to be among the highest performing countries in the Middle
East and North Africa. How can this be when Qatar is a neo-patrimonial absolute
monarchy in which the state is not immune from private interests, and where the
ruling family can bypass the rule of law? ANTICORRP author Lina Khatib looks
for indicators to understand Qatar in the areas of public-private separation and
allocation of public resources. Here Qatar emerges as a very special case since there
is no real separation between the state and the private interests of the ruling family.
There are no lobbies, no government watchdogs, no independent civil society, and
freedom of the press is restricted when it comes to addressing internal affairs. Instead,
citizens air their grievances through a traditional ‘majlis’ with tribal leaders, where people
can submit petitions. However, conflicts of interest and the wealth of individuals are not
scrutinised. There is also no transparency in public procurement. There is an official
procurement process in place as well as regulations regarding conflicts of interest; but
direct contracting is allowed in case of ‘urgency’ and seems frequent. However, several
top down reforms have cut red tape and increased predictability.
Public allocation in Qatar follows a rentier system. State wealth is subject to
distribution, with the existence of a welfare state that increases dependence on foreign
expatriates to be the real work force, while Qatari nationals take state distributions for
granted. While non-citizens pay for health care, electricity, water, and education, those
services, in addition to housing, are provided to citizens for free. Fuel is subsidized
for businesses as well as citizens, and Qatari businesses and agriculture also receive
capital, electricity, and water subsidies. This makes Qatar a very special case.
The complete control by the monarch of state institutions and policies leaves no space
for bottom-up calls for reform, or for independent assessment of the performance of the
state and the actions of the ruling family by civil society and the media. The permeation
of informal networks within state institutions and civil society, the lack of interest in and
avenues for political participation among Qatari citizens, and the clientelistic relationship
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between citizens and the state support the continuation of this status quo. The chapter
concludes that the absence of certain types of information on Qatar in the first place
casts a shadow of doubt over the performance of the country in anti-corruption
indices.
Chapter 5 explores the impact of EU structural funds on institutionalised grand
corruption in three countries where corruption is systemic – Czech Republic, Hungary,
and Slovakia – between 2009-12. By exploiting a unique pooled database containing
contract-level public procurement information for all three countries, ANTICORRP
researchers were able to systematically examine corruption risks associated with EU
funding at the micro-level.
Developing comparative indicators of institutionalised grand corruption in public
procurement for all three countries represents the primary methodological innovation
of this article. The approach closely follows the composite indicator building
methodology developed by the authors and introduced previously in ANTICORRP
reports through the work of author Mihály Fazekas. It is based on a data mining
technique making use of a wide range of public procurement ‘red flags’.
The measurement approach exploits the fact that for institutionalised grand
corruption to work, procurement contracts have to be awarded recurrently to
companies belonging to the corrupt network. This can only be achieved if legally
prescribed rules of competition and openness are circumvented. By implication, it is
possible to identify the input side of the corruption process, that is techniques used
for limiting competition (e.g. leaving too little time for bidders to submit their bids),
and also the output side of corruption, that is signs of limited competition (e.g. single
bid received and recurrent contract award to the same company). By measuring the
degree of unfair restriction of competition in public procurement, a proxy indicator
of corruption can be obtained. This indicator, called corruption risk index (CRI)
represents the probability of particularistic contract award and delivery in public
procurement falling between 0 and 1.
Regression results indicate that there is considerable market access restriction, hence
likely institutionalised grand corruption, going on in all three countries during the
2009-12 period, by and large following the same techniques and ‘tricks’. These results
on their own demonstrate that corruption is systemic in public procurement in these
countries. The reaching of robust regression models with considerable explanatory
power by using the same regression set-up and variables point at the feasibility of crosscountry measurement.
For instance, in the Czech Republic, the modification of the call for tenders is
associated with a 0.6% higher probability of receiving a single bid and with a 1.5%
higher winner’s contract share. Both results point at a likely interpretation that
modifying the call for tenders during the bidding phase is systematically used for
restricting access and recurrently benefiting the same company. This result warrants
making the modification of call for tenders part of the Czech CRI. In Slovakia, not
publishing the call for tenders in the official journal is associated with 9.0% higher
probability of a single bidder contract award and a 1.3% higher winner’s contract
share. Both results suggest that avoiding the transparent and easily accessible
publication of a new tender can typically be used for limiting competition to
recurrently benefit a particular company. This means that calls for tenders not
published in the official journal becomes part of the Slovak CRI. In Hungary, leaving
only 5 or fewer days, inclusive the weekend, for bidders to submit their bids is
associated with 20% higher probability of a single bidder contract and with a 7.9%
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higher winner’s contract share compared to periods longer than 20 calendar days.
These indicate that extremely short submission periods are often used for limiting
competition and awarding contracts recurrently to the same company.
The chapter ultimately concludes that EU funding impacts institutionalised grand
corruption in the three countries in two ways: first, by providing additional public
resources available for corrupt rent extraction; second, by increasing the controls of
corruption for the additionally allocated funding. Their preliminary calculations
indicate that the first effect increases the value of particularistic resource allocation in
the three countries up to 1.21% of their GDPs, while the second effect decreases the
value of particularistic resource allocation by up to 0.03% of GDP.
Chapter 6 Chapter 6 is based on the largest and most substantial report of ANTICORRP so far.
It explores why some societies manage to establish control of corruption and others
not. Control of corruption is defined by author Alina Mungiu-Pippidi as the
capacity of a society to constrain individual corrupt behaviour (defined as
particular distribution of public goods leading to undue private profit) in order
to enforce the norm of individual integrity in public service and politics as well as
to uphold a state that is free from capture by particular interests and able to
promote social welfare. This shortened version of the ANTICORRP milestone report
explains the causes of the global fight and stagnation against corruption. It uses 2013
data to explain why societies around the world that feel their governments act for their
self-interest alone call this corruption.
The main research question is addressed from an interdisciplinary perspective and
by a large-N comparison method. For the dependent variables, the report uses: the
aggregated Control of Corruption Index (CoC) from the World Bank, the Corruption
Risk Index from the International Country Risk Guide (ICRG), the experience with
bribe and perception of official’s corruption from the Global Corruption Barometer
2013, the experience with bribe and perception of favouritism from ANTICORRP’s
own QOG 2013 European survey, the expert perception of diversion of public funds
from the World Economic Forum Global Competitiveness Survey and the tolerance
towards corrupt practices from the World Values Survey 2008. The full version can be
read at http://anticorrp.eu/publications/quantitative-report-on-causes/. The report finds
that individual behaviour is predicted by context (most people simply follow the ‘rules
of the game’ in their own societies) and individual status (individuals who believe in
competition more due to their individual skills tend to be less tolerant towards
corruption). Societal control of corruption is reached as a state of equilibrium between
opportunities or resources (power discretion and potential spoils such as natural
resources) and legal and normative constraints (checks and balances, collective action
capacity of enlightened citizens). A parsimonious model based on this concept proves
robust to testing and opens the possibility to calculate country risk and areas of
vulnerability on more objective grounds than was possible until now. Institutional ‘silver
bullets’ prove, on the contrary, disappointing and only the interaction between civil
society and various tools of transparency seems to work. By and large the report fulfilled
these objectives:

First

To propose and bring solid evidence in favour of a holistic approach to control of
corruption as a governance order. The report brings evidence that control of corruption
is an equilibrium involving both state and society, widely perceived by respondents in
highly salient opinions and attitudes which inform their behaviour. The various forms
and types of corruption should be seen only as symptoms of a systemic vicious equilibrium,
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which can vary from one context to another according to individual resistance
but which do not change the definition and mechanism of the equilibrium as a
whole. It is highly unlikely that a radical change can work other than by a systemic
approach.
To show that determinants of control of corruption are similar across measurements
Second
from very different sources, businesspeople, ordinary citizens and experts therefore
validating the measurements of corruption. For the first time in anti-corruption
research a similar model explaining control of corruption is tested across three different
sources of data and proves similar and robust.
To propose a policy-relevant model able to explain most variance without
Third
resorting, like many models of ‘institutional quality’, to legacies such as age of
democracy, colonial past, legal tradition and religion. All elements of the model
can be influenced by human agency – if not by the agency of governments
uninterested in changing the status quo then by the agency of civil society and
international donors.
To test anti-corruption devices and prove which ones seem to work, and in
Fourth
what circumstances. Institutional weapons such as freedom of information acts
work if institutional warriors exist and pick them up. Many interventions would
gain in effectiveness if the stakeholders (taxpayers, consumers, businesses, NGOs)
were to be involved, because what works to deliver change is the interaction
between civil society and the tool itself (for instance, fiscal transparency).
Anti-corruption policies should by default involve stakeholders and be reviewed
by them, not formally and marginally, as in many pseudo social accountability
designs, but substantively, in the whole policy cycle - the planning, implementation
and evaluation of policies. None of the anti-corruption tools - existence of an anticorruption agency or of an ombudsman, for instance - predict if a country has
superior control of corruption or has progressed since its adoption compared with
other countries which do not enjoy such tools.
A forecast based on this statistical model would imply that change in governance order can
occur only gradually and by a succession of radical actions and disequilibria until a new
equilibrium is achieved with better control of corruption. That explains why so few success
stories have existed over the past twenty years and why they seem to result more from domestic
agency and broad reforms (Estonia, Georgia, Uruguay) than from typical anti-corruption
strategies focused on repressive agencies promoted by external donors.
Methodological recommendations
Second generation indicators, unrelated to perception indicators and sensitive to change and
policy intervention are a main objective of ANTICORRP so most reports on the first two years
of the project design and test some indicator or another (full reports for many countries more
can be read at http://anticorrp.eu/anticorrp-publications/). This selection offers a wide variety,
such as indicators based on data collection (e.g. the Bulgarian report has an excellent example
in the ratio of the total volume of the concluded public procurement contracts/ volume of the
nationally audited public procurement contracts/ volume of the public procurement contracts
with discovered violations, which shows beyond doubt that irregularities are the norm and not
the exception in Bulgarian procurement). Reports on Rwanda, Botswana and Qatar draw on
more qualitative indicators, while the report on Central European procurement is based on big
data and advanced inferential statistics. By and large, indicators advanced by ANTICORRP
manage to answer the main diagnosis questions, if corrupt transactions are occasional or rather
the rule of the game - also the essential question in choosing an appropriate policy response.
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On the basis of our work on indicators we have developed the following recommendations:
On corruption indicators’ reliability and validity
The ‘success stories’ according to governance charts (World Bank and Corruption Perception
Index) are largely not confirmed by the ANTICORRP reports on Rwanda and Qatar. These
case studies suggest that the methodology used in the corruption indices is likely to have a
biased impact on scores. Transparency International’s Corruption Perception Index (CPI),
World Governance Indicators (WGI), and the Global Competitiveness Index (GCI-which have
rated Qatar highly in terms of anti-corruption measures-all partially rely on surveys or interviews
with respondents from the resident business community who are asked about their perceptions
rather than about in-country practices. The WGI also includes subjective assessments from
non-governmental organizations and public sector bodies. However, in the case of Qatar, the
former are not independent from government influence and the latter are controlled by the
ruling family. The case in point is revealed by looking at measures of independence of the
judiciary as revealed by those indicators, compared with results from the Human Rights Dataset,
which relies on Amnesty International reports and the State Department’s Country Reports on
Human Practices - i.e., indicators of practice rather than perception as sources.
The ANTICORRP analysis reveals that the specific indicators conventionally used to
measure anti-corruption are incomplete, due to nuances not covered by those indicators. In
their approach to what constitutes corruption, anti-corruption indices focus on bribery but
miss measuring if social allocation is based on ethical universalism (people treated similarly) or
not. Therefore, particular questions need to be asked to get a fuller picture of corruption and
anti-corruption in a given country. Those questions would try to establish:

Is there public information about public expenditure? How transparent is public
procurement?

Where do sources of information on corruption come from? Is there a freedom of
information act? If information mostly comes from the government and the media
are not free to report on corruption, a positive governance ranking should be
questioned.

Where do anti-corruption initiatives come from? Are there any non-governmental
anti-corruption initiatives?

Is there a monitoring and accountability framework so that people know what is going on
in their government? If there is no watchdog to measure government performance and
hold it accountable it is very unlikely governance can be so good.

How is corruption defined? In Qatar and Rwanda, corruption seems to be narrowly
defined as being solely about bribes, while social connections linked with privileged
allocation are widely accepted. The paradox then emerges of patrimonial states being
rated ‘clean’ by corruption ratings.
Corruption should always be defined in broad terms as encompassing all its forms, including
non-monetary ones, as a country might have low incidence of some forms and high incidence
of others. Moreover, the case of Rwanda suggests that petty or administrative corruption can in
some cases be a very different issue from grand or political corruption, as curbing the former does
not necessarily mean reducing the latter.
In addition, and perhaps most importantly, Qatar and Rwanda shows that relative success in
fighting bribery is not necessarily associated, as many would assume, with high levels of
accountability, transparency and citizen participation. This confirms the need, when investigating
corruption, to analyse the broader governance context of a country.
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On alternatives to corruption indicators
The ANTICORRP work on social allocation indicators provides a country specific, nonperception based data collection method which can add to or replace perception based
governance indicators. In the particular case of EU funds this can be achieved by the introduction
of an EU-wide, real-time monitoring mechanism of EU funds spending designed to detect
systematic fraud and corruption in public procurement using data mining techniques, elements
of which can be derived from ANTICORRP research. Such a system should not be deterred
by the absence of procurement data, as the availability or transparency of procurement data can
be built into the indicator itself and become an important weapon for both advancing
transparency and grounding research.
Policy recommendations
According to ANTICORRP’S model, control of corruption in a society has thus to be
understood as a complex balancing act rather than as a few separate factors determining
corruption. Therefore anti-corruption (AC) cannot be effective unless it manages to assemble
these features:
1.
2.
3.
4.

5.

AC is adjusted to the real equilibrium level (particular transactions are either the exception
or the norm) as very two different sets of policies apply (contextual);
if particular (corrupt) transactions are widespread AC needs to affect more than one
element of the equilibrium (comprehensive);
if particular transactions are widespread, AC needs to be radical and strong enough
to affect the balance and so trigger a disequilibrium (deep);
if particular transactions are widespread AC needs to involve both state (e.g. fiscal
transparency) and society (watchdog NGOs) in order to influence both sides of the
formula (balanced);
if particular transactions are widespread AC needs to result from action by those
groups on all sides (state and society) who oppose the institutional status quo
(genuine ‘principals’) and cannot be simply conceived as top-down ‘reforms’.

The Bulgarian case study provides the illustration for these seemingly abstract
recommendations. The lessons learnt from the Bulgarian country case study substantiate the
findings that corruption is a multi-dimensional phenomenon, which is difficult to target
through simple policy instruments. It demonstrates that there are many factors at play, which
influence the governance regime and corrupt behaviour, and that changes are unlikely to occur
in a top down fashion even under the harshest conditionality in the world, that of the European
Union’s Cooperation and Verification Mechanism. The case study suggests that improving
governance further might be more difficult, requiring more time and more intensive efforts
over a broad range of policies.
The report argues that after not even marginal progress was reached in areas such as
effectiveness and impartiality of judiciary or e-government reforms the equilibrium can be
affected by broader policy reforms which will indirectly impact corruption.
For instance, health and pension systems are currently heavily dependent on administrative
and political decisions. The interests of services are not matched with contributions; as a result
revenues are far behind expenses and only budget transfers keep the systems functioning and
elementary subsistence level. This gives the political class leverage in times of elections and does
not permit a sustainable development based on endogenous factors. Both systems (in view of
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people who do not contribute in full or on a regular basis) tend to generate substantial amounts
of ‘grey’ behaviour. In this respect, in addition to other aspects, reforms should aim at matching
contributions and benefits and limit discretionary power of officials and the political class. By
reducing the underfunding of these systems in a transparent way corruption will be reduced.
To challenge the equilibrium the authors suggest the removal of monopolistic legislation, a part
of which is currently under attack at the European Court of Justice.
Similarly, the chapter on EU funds does not recommend that more procedures be introduced.
Those do exist in abundance, complicating the access to these funds but not controlling
corruption, as in corrupt environments they are simply not implemented. Where country
specific research confirms the higher corruption risks associated with EU funds, the EU will
have to consider advancing a radical change of policy for protecting its financial interests and
promoting good governance, such as the reallocation of EU funding going into discretionary
investment projects, which typically constitute high corruption risks, towards nondiscretionary spending such as unemployment benefit or another form of universalistic
distribution which excludes or minimizes discretionary allocation.
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2. Bulgarian Anti-Corruption Reforms:
a Lost Decade?
ALEXANDER STOYANOV, RUSLAN STEFANOV AND
BORYANA VELCHEVA

Why are Bulgarians protesting in the streets against corruption and voting out
government after government despite so many reforms inspired by the EU? This chapter
argues that corruption is a key element to understand the Bulgarian governance regime,
i.e. the way political and administrative power are acquired, used, structured, delegated
and reproduced. Currently the governance regime of Bulgaria can best be described as
having moved gradually from patrimonialism towards open access order, but most of
its features are still in the competitive particularism stage when various power factions
compete for spoils (Mungiu-Pipiddi et al. 2011). Bulgarian governance has progressed
since 1998 in particular as related to administrative (petty) corruption, but it is has
not yet evolved into an open access order.
The dynamics of corruption victimisation as measured by Center for the Study of
Democracy, leads to the conclusion that the main change occurred in the beginning of the
2000s, which resulted in the lowest levels of administrative corruption reached in 2004.
These were two times lower than in 1998. Since 2004 change has become more gradual
and uneven with some regress immediately after the country’s EU accession (CSD 2013a).
It seems probable that the country will continue to experience decreasing levels of
administrative corruption. However, overcoming higher-level, political corruption is
unlikely to happen in the foreseeable future. It will require action on the part of the judiciary
and further external pressure coming from the EU (European Commission 2014).
The main trends in governance regime transformation in Bulgaria can be traced by
the reaction of politicians from the respective incumbent governments to the rising
tide of corruption surveys and reports after 1997. Following EU accession in 2007, the
anti-corruption drive weakened and even reversed, widening the implementation gap
between existing regulations and actual results. This clashed with rising expectations
for more transparency and universalism on the part of civil society and the EC,
culminating in financial sanctions from the EC (EU funds for Bulgaria were suspended
in 2008) and blocking of the country’s further EU integration (e.g. Bulgaria has not
been allowed to become a member of the border free Schengen area, or the Eurozone),
as well as in citizen street protests in 2013-14.
In its latest report on Bulgaria under the Cooperation and Verification Mechanism
the European Commission notes, that ‘overall progress has been not yet sufficient and
fragile’ (European Commission 2014, p. 9). It can thus be concluded that according
to the EC in the 15 years after it began EU accession talks with Bulgaria in 1999 the
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country has not made sufficient progress to become a full-fledged EU member. Most
international indicators confirm the EC’s findings on Bulgaria in relation to good
governance and corruption. According to the Worldwide Governance Indicators
(Kaufman, Kraay and Mastruzzi 2013) Bulgaria made good progress in the Control of
Corruption dimension in the period 1996–2003 but then stagnated in what might
seem a lost decade (Figure 1).
Transparency International’s Corruption Perception Index (CPI) reveals a similar
dynamic with Bulgarian’s perception of corruption improving between 1998 and 2002,
then stagnating for four years, only to worsen after the country’s EU accession, reaching
its lowest value in 20111. The Global Integrity Report (2010) showed that Bulgaria
faced a large implementation gap in relation to its anti-corruption legislation.
Figure 1. Bulgaria’s percentile rank (p-rank) in the control of corruption dimension
of the Worldwide Governance Indicators (1996 – 2012).

Note: P-Rank denotes Bulgaria’s percentile rank among all countries (ranges from 0 (lowest) to 100 (highest) rank). The
error-bars mark the upper and lower bound of the of 90% confidence interval for governance, in percentile rank terms
Source: Kaufman, Kraay and Mastruzzi 2013.

1. Mechanisms of transformation
There have been many factors at play, shaping the current state of the governance
regime in Bulgaria, which can be clustered in two groups. On the one hand - the
downside, public services in Bulgaria have been chronically underfunded, corruption
and informality have been largely accepted as a norm of social behaviour, power was
concentrated in the hands of a very limited number of communist era apparatchiks,
1

Transparency International changed the methodology of calculating the country CPI scores in 2012, which
rendered comparisons to previous years impossible, but Bulgaria remained ranked in the 70th percentile, showing no real progress in anti-corruption.
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which became the godfathers of Bulgarian democracy and market economy, and the
country’s formal institutions for identifying, prosecuting and punishing corrupt
behaviour have been weak and unprepared for acting in a globalised economy and
liberalised political system. On the other hand – the upside, Bulgaria has become a
member of the EU, which has been monitoring the country’s progress in the area of
anti-corruption and judicial reform, modern technologies and formal institutions
introduced through the country’s EU membership have created and gradually increased
demand for accountability and rule of law.
A substantial corruption generation factor (still not acknowledged by most policy
makers) is the lack of balance of interests in the construction of many important social
systems. For example, although health care and the pension system are in principle
fund based, the individual contributions to the system are not linked to the services
provided. Reports show that more than 1 million Bulgarians (out of a population of
7.3 million) do not pay health insurance (Pashev 2007). Pensions received are more
dependent on political decisions than individual contributions; hence there is an inbuilt
interest to bypass income declaration legislation and receive ‘grey incomes’. The policies
employed to deal with these corruption generators (higher sanctions and more
administrative control2) generate even more corruption (Nonchev et al. 2011).
Political response to corruption in Bulgaria has been specific and reflects the
structured link between the business sector, the judiciary and the political class. All
parties have been collecting information about abuses of those in power. However, this
has not been used to initiate prosecution, forced resignations, etc., but as a ‘background
tool’ to threaten the opponent and to use in political negotiations. This ‘omerta’ explains
why practically no (with very few minor exceptions) high-level members of the ruling
elite (past and current) have been accused and/or sentenced on corruption charges. In
recent years it has become quite common to accuse the previous members of the
executive of abuse of power, start prosecution and then drop all charges (due to lack of
enough evidence). Bulgarian politicians have routinely responded to external pressure
to deliver results in fighting corruption by focusing on low-level administrative
corruption in the form of bribery. As a result, there has been a gradual increase in the
number of convicted individuals for bribery, at the expense of convictions for more
complex corruption crimes such as abuse of office (or malfeasance).
1.1 Power distribution

Although there is increasing political competition, power remains concentrated in
party political leaders, with strong influence from business interests, which has led to
recurring conflicts of interest, loss of popular trust in institutions and parties, and the
emergence and disappearing of many political players. Since the democratic changes
in the country in 1989 and the first free elections in the most recent history of the
2
The most common policy construction ‘mantra’ is that more government agencies, more control and higher
sanctions will effectively counter anti-systemic and corruption behavior. This is closely linked to the perception that all deviations exist because of missing legislation and lack of government control.
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country in 1990, two phases of power distribution can be differentiated. The first phase
(1990-2001) was characterized by the polarized battle between the numerous newly
formed opposition parties, united in the Union of Democratic Forces (UDF), and the
transformed Bulgarian Communist Party, which changed its name to the Bulgarian
Socialist Party (BSP). The third big party, which emerged during the first stage of
political transition, was the Movement for Rights and Freedoms (MRF), a closed,
leader-centred party, representing mainly the ethnic Turks. During this period, BSP
and UDF took turns in the control of legislative and executive power. But in effect the
former communist party remained largely in control until 1997, successfully transforming their political into economic power.
The financial meltdown of 1996-97 gave the opposition UDF an absolute majority
in power (both president and prime-minister) with a very strong mandate for reform.
Under heavy conditionality imposed by the International Monetary Fund, the country
went through a fire privatisation and painful public service reform. Privatisation created
huge rent-seeking opportunities and was perceived by experts and the general public
as a corruption-infested process, from which only politically connected people benefited.
This resulted in strong disappointment and the ousting of the UDF government in
2001. The second phase of the transition period (2001–present) has been characterized
by strategic and macroeconomic stability along with the emergence and decline of many
parties and party opportunism.
The continuing disappointment of the Bulgarian voters with the political establishment and its inability to deal decisively with corruption led to the gradual decline of
trust in the political system as evidenced by the decreasing voter turnout in general
elections (Figure 2) and the frequent emergence and decline of new political projects
and the emergence of many parties.
Figure 2. Voter turnout at national elections in Bulgaria (1991 – 2013).

Source: Eurostat, Central Election Commission (CEC).
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1.2. Consolidation of political and economic power

Falling voter turnout and the existence of parliamentary elections has benefited parties
with stable electorates, such as MRF and BSP, and has made possible the emergence of
political - business joint ventures of oligarchs and political engineers. These have also been
lured by the sizable increase in state subsidies for political parties in 2009. At the last
parliamentary elections only 4 out of the participating 36 parties and coalitions in the
parliamentary elections made it past the electoral threshold of 4% of the votes, leaving a
large number of voters unrepresented in the Bulgarian parliament (Table 1).
The system of party financing was introduced in the early 2000s to counter a rising
tide of business money entering the political system during the previous decade. This
phenomenon, known as ‘political investment’ is related to the figure of ‘business
politicians’ described by della Porta, Rizzorno and Donaldson (1996). It developed as
the most widespread type of political corruption in the country in the past two decades.
In return, politicians helped ‘political investors’ privatize the big state-owned enterprises,
thus building the future structure of large business in Bulgaria. Political investors sought
access to the rising pot of resources at the disposal of the Bulgarian government, including
to EU funds after the country’s accession in 2007. However, ‘political investment’ grew
more costly and thus accessible only to bigger entrepreneurs and fewer political figures.
The role of the political elite and the public administration in the process increased (CSD
2009, pp. 46-54). This trend has been strengthened by the economic stagnation in
Bulgaria since 2008.
Table 1. Number of political parties participating in parliamentary elections 1991-2013.

General Election Year
1991

1994

1997

2001

2005

2009

2013

Total number of PP and
coalitions participating in
the elections

39

47

36

37

22

18

36

PP* receiving state subsidy
but not elected for Parliament (i.e. received more
than 1% of the votes)

4

1

1

0

2

2

6

PP and coalitions elected for
Parliament (i.e. received 4%
or more of the votes)

3

5

5

4

7

6

4

17,9

12,8

16,7

10,8

40,9

44,4

27,8

% of PP and coalitions,
participating in the elections, which received state
subsidies

* Note: Coalitions which received more than 1% but were not elected for Parliament are not eligible for state subsidy
Source: Central Election Commission (CEC), Bulgarian National Audit Office, CSD.
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Due to big networks of ‘political investors’ the ‘political weight’ of a given politician
became dependent not only on the political success of his or her own party, but also
on their access to the largest number of entrepreneurs and networks of political
investors. Parties with stable political representation (core voters) such as BSP, and in
particular MRF, became more valuable as guarantors of business interests in successive
parliaments. The former leader of MRF Ahmed Dogan provided a description of this
ideology of networks of investors just before the parliamentary elections in 2005. He
used the term ‘loops of companies’ to describe the fact that each political party has a
network of economic groups and companies that support it financially. He also noted
that no businessperson in Bulgaria has succeeded without support from political leaders.
The MRF leader was then videotaped again in a public speech before the 2009 elections
noting that ministers and MPs are mere figureheads and that he ‘distributes the portions
of power’ himself (Angarev 2009).
1.3. Levels of corruption and the political establishment

The Corruption Monitoring System (CMS) developed and used by CSD since 1998
is the longest available national instrument for measuring the prevalence of corruption
in Bulgaria through constructing indexes based on population and business surveys
(CSD 2007). In the period between 1998 and 2013, the CMS has registered several
phases in the participation of the citizens in corruption transactions which could be
directly linked to the political cycle (Figure 4).
The first low levels of corruption were registered in 2003-04. After a rise (2005-08)
new lows have been registered during the term of the CEDB government, which
managed to reduce corruption pressure on the population and the business by
introducing repressive, law-enforcement measures on the state administration and
frequent tax inspections for businesses. The effects of the crisis, which lowered available
resources for corrupt transactions, reinforced these measures. The reduction in the share
of people participating in corruption has come from a decline in the pressure exerted
by the public administration on the citizens.
While the active solicitation of bribes by the administration has declined, the system
has remained open for corruption offers from the citizens (CSD 2013a). The share of
people involved in corruption has rebounded in 2012-13 on the back of more people
initiating the corruption exchange. Hence, it seems that the data suggests that a
combination of more strict enforcement of integrity rules in the public administration
coupled with fewer opportunities for contact between the citizens and the administration
can produce lasting reduction in corruption involvement. The willingness of the people
to actively engage in corruption though seems to suggest that bribe giving might have
become part of the culture of communication with some parts of the public
administration. The juxtaposition of the data on the level of administrative corruption
in the country with the data on the control of the power reveals that unitary governments,
i.e. formed by one party can lead to greater reduction in the incidence of corruption.
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Figure 3. Share of the adult population who gave a bribe at least once in the last year
(% of population, 18 years and older) (1999-2013).

*Note: Data for the mandates of each government is colour-coded.
Source: CMS, CSD.
Figure 4. Share of those of the adult population who contacted the public administration
who gave bribes: after pressure (i.e. on demanded from the public administration),
and without pressure (i.e. no demand from the public administration) (1999 – 2013).

*Note: Data for the mandates of each government is colour-coded.
Source: CMS, CSD.
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1.4. The roots of weak state autonomy

The autonomy of the state from private interest is low. Despite the adoption of many
legal requirements for separating public from private interest, in many cases the state is
captured by interest groups due to weak enforcement of rules. Changes in laws often serve
particular private interests. The deep connections between state power and private interest
have developed historically as a result of two processes in the beginning of the 1990’s: the
dismantling of the one party system, and the de-politicization of the security (including
army) apparatus. These processes provoked hard political battles and continue to influence
modern-day politics. Members of the former establishment continue to influence power
distribution. They have created competing powerful networks, which have become
independent from party and hence state, control and oversight. Often political battles
revolve around competing interests and fights for control over these networks.
Bulgaria, like other Eastern European countries, and unlike old member-states is
characterised by a very pervasive reach of organised crime into the formal institutions
of power. This has been particularly true for the judiciary and law enforcement (Gounev
and Bezlov 2012). The first ever Serious and Organised Crime Threat Assessment done
for Bulgaria has revealed that as of 2011 organised crime in the country controls as
much as €1.8 of revenues from the 12 of the most significant organised crime market
(CSD 2012, p. 5). The assessment notes that a particularly dangerous form of organised
crime -oligarchy has emerged from the fusion of violent organised crime and white
collar crime when with the help of political corruption powerful economic conglomerates
have been formed, which then feed on exploiting public resources through corruption
and crime. These groups try to preserve their power through corrupting law enforcement,
and in particular security forces and the judiciary, while incumbent politicians have
tried to limit their influence through sporadic pressure through the state compliance
and control bodies and/or through legislative action. The 2012 summary report of the
EC under the CVM on Bulgaria’s progress in the fight against corruption and organised
crime during the period 2007-12 stated that the independence of the judiciary in
Bulgaria remained questionable, that there were systemic failures in law enforcement
and efforts to fight corruption were inhibited by the lack of independent anti-corruption
institutions (European Commission 2012).
1.5. Every government appoints its own administration

Although the Act on Civil Servants (ACS), introduced in 1999, differentiates between
political and professional appointments, and the courts have strengthened the
independence of the public administration, a wide range of administrative positions
and the local authorities are dependent on the central government. Higher-ranking
administration of the most key institutions changes with each new government. This
includes for example the directors of all local police departments, the management of
key government agencies, such as Customs, the National Revenue Agency, the
institutions of financial control, key positions in the health care and pension system
(such as the director of the National Health Insurance Fund, the National Social
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Security Institute), the building control agency, etc. For example, in 2013, the new
Minister of Environment and Water changed the directors of all regional environmental
inspection offices, the directors of the three national parks in Bulgaria and the directors
of the four regional offices for water control - all of them at once (Nikolaeva 2013).
The regularity of changes in all these administrative positions has allowed for the
politicians in power to appoint loyal people to key positions without competitive
selection, and to satisfy friendly business interests. The short and insecure terms of the
administration have stalled the professionalization of the public administration allowing
more private sector influence on public policy-making.
1.6. Lack of transparency in economic policies and public spending

Despite continuing improvements during the past decade, in particular after EU
entry, policy-making in the country remains opaque. The link between identified socioeconomic problems on the one hand, and strategy development, policy-making, budgeting
and implementation, on the other hand, remains weak. EU driven national reform and
convergence programmes’ policy development have infused some clarity but it rarely
translates into consistent policy-implementation. A particular case in point heavily
affecting public spending, the flow of sizeable state resources to the private sector, and
the country’s economic environment have been policies and decisions on building new
generation capacities in the energy sector. Despite the existence of a flat trend in electricity
consumption accompanied by tripling of the country’s GDP between 2001 and 2012,
and despite the unrealized potential of energy efficiency gains in one of the most energy
intensive economies in the EU, in the 2006-12 period, Bulgaria allowed the installation
of a total of 1,563 MW of new renewable energy capacities, on top of the started project
on building a 2,000 MW new nuclear power plant, the building of numerous new water
power plants, and the decision to start planning the building of a new 1,000 MW reactor
on the site of the existing nuclear power plant (Stefanov et al. 2011).
According to the Open Budget Index 2012, Bulgaria, with a score of 65, enjoys significant budget transparency and ranks 20th among 93 countries. Bulgaria has consistently
improved its scores since 2006 when it joined the ranking but it has only managed to
jump from the category of some to the category of substantial budget transparency in
2012 (IBP 2013). Since 1998 the Bulgarian government publishes monthly, quarterly
and annual information on the state of implementation of the consolidated state
budget, and of the government debt. However, governments have failed to report on
the final actual implementation of the budget.
Although the Bulgarian government has pledged the introduction of programme budget
management since 2001, it remains non-binding for the administration. For example, in
2013, the new government announced that the state budget needs to be revised only a
month after taking office and without sound argumentation. The government requested
and was granted by Parliament the emission of an additional debt of BGN3 1 billion without
providing policy rationale for the spending of the newly requested resources. The budget
3

BGN or Bulgarian lev. At the current exchange rate, BGN 1 = EUR 0.51
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revision was rushed through parliament for less than a week, although it required two
readings in the standing committees and two readings on the parliament floor.
1.7. Public procurement as a tool to provide for private interests in the government

Public services in Bulgaria are chronically underfunded, which makes the availability
and quality of public goods and services poor. As such, resources are fairly centralised.
The national government has strong discretionary power to distribute public goods and
services to local authorities. While budget transparency provides enough data to follow
up on allocations this can only happen post-factum. The national audit office has the
authority to reveal waste of public resources, which it has done throughout the years
but does not have any powers to prosecute.
The bad practices in public procurement in Bulgaria are so numerous that businesses
and the general public persistently hold the belief that bids cannot be won without
bribery and/or political protection. The most typical violation is the introduction of
special requirements, which limit the possible candidates to one or maximum two
(usually related) companies, one of which is the preferred winner. In order to prevent
bad practices, in 2012 an electronic system of 6 components – register, bidding,
catalogue, tender, monitoring and audit – was proposed. However, in its first report
on the electronic system the Centre for Prevention and Countering Corruption and
Organized Crime (CPCCOC) states that additional measures should be taken with
regard to the normative framework, the organization and the methodology of public
procurement (CPCCOC 2013, p. 22).
The volume of the government public procurement budget has declined considerably
since the crisis began (Figure 5), limiting the opportunity for politicians and the public
administration to satisfy the whole demand for public procurement, which has resulted
in several very public scandals between competitors with mutual accusations of corruption
practices. Some evidence from the past though has suggested that whilst growing in value,
the public procurement market is shrinking in terms of number of participants, which
is an indication of the concentration of public resources channelled to private operators,
and might be an indication of a corrupt way of distributing public resources. In 2003,
the share of companies, which have participated in public tenders was more than 40%
of the total, while some 5 years later it dropped to 10% (CSD 2009).
The energy sector and healthcare are the two biggest public procurers in the country
with the most opaque practices. Approximately 40% of all procedures for the awarding
of public procurement contracts in the energy sector for 2012 were non-competitive,
encompassing the various negotiated procedures with or without the publication of a
contract notice under the 2004 Act of Public Procurement (APP). If the contracts
awarded without any public procurement procedure are added to this number, it
becomes apparent that avoiding market competition is the rule rather than the exception
in the energy sector (Stefanov et al. 2011).
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Figure 5. Volume of public procurement contracts as a share
of all governmental expenditure (2007-2012).

Source: National Statistical Institute.

Despite the availability of many oversight institutions in public procurement the
number of public procurement deals with violations of the law uncovered by the Public
Financial Inspection Agency (PFIA) remain very high (Table 2). Although PFIA
provides data on inspections and violations annually, there is no consistency between
the meaning and the presentation of the data. As a result, both data collection and data
comparison are difficult. The capacity of the Agency to tackle problematic public
procurement increases, but its deterrence and prevention effects are very limited and
violations continue to be wide spread. One reason is the constant political interference
in the work of the agency in particular on bigger public procurement contracts. Hence
the agency tends to focus on smaller public procurement deals, which have limited
downside risks for the public exchequer.
Table 2. Concluded public procurement contracts per year (volume), (2007-2012).
Year

Total volume of the concluded
PP contracts (million BGN)

Volume of the inspected PP
contracts (million BGN)

Volume of the PP contracts with
discovered violations (million BGN)

2012

5,970

2,044

1,488

2011

5,779

1,459

1,060

2010

3,904

2,203

1,191

2009

10,254

1,084

660

2008

7,432

636

306

2007

5,141

1, 031

601

Source: PPA Annual Reports; PFIA Annual Reports 2013.
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1.8. Separation private – public

The weak division between private and public could be traced back to the widespread
perception that state property belongs to nobody (instead of belonging to everybody).
Various cases of power abuse at various levels, in particular as relates to perks such as
office cars, security, and housing have revealed that Bulgarian politicians have very little
understanding for the private-public separation.
The attempts to create an appropriate legal basis for the separation of private and
public interests started several years before Bulgaria’s accession to the EU in 2007, as a
part of the legal harmonization with the EU body of law. The result is the Conflict of
Interest Prevention and Ascertainment Act (CIPAA) from 2009, which defines in legal
terms the situations in which public office holders may have private interests preventing
them from fulfilling their duties impartially. The application of the new rules has taken
a long time, as citizens, politicians and administration do not have the understanding
of disclosing potential conflicts of interest and addressing the issue. So far there has
been one recorded case, in which an MP has disclosed a conflict of interest while voting
for a proposed law. Officials often have a private business, so in order to ensure the
formal separation from their private interests they transfer their business to relatives.
1.9. Relation formal/informal institutions

There is very high degree of informality in the Bulgarian economy and the public
sector institutions. Each government since 1998 has been known for different informal
circles of powerful friends, which have influenced its decisions without being part of
the formal institutions. Key political leaders have shown clear disrespect for formal
institutions, e.g. by not appearing in Parliament although being members.
The Bulgarian economy is characterised by a high degree of informality, which dates
back to central planning when all private sector activity was prohibited. Tax evasion
continues to be widespread. According to CSD’s Hidden Economy Index, hidden
economy has decreased steadily since 2002 but remains very high. Informal labour and
tax relations are largely socially accepted in the country (CSD 2013b, p. 9). In 2012,
9 % of the employed in Bulgaria reported paying social security contributions at the
minimal threshold legally required for their profession although the sum of their
remuneration was higher. Another 13 % reported paying social security contributions
on the sum stated in their contract, although the total sum of their remuneration was
higher. According to different sources the size of the hidden economy is estimated at
10-35 % of GDP (Nonchev et al. 2011).
1.10. Accountability and rule of law
While transparency has increased steadily in Bulgaria in the past decade,
accountability and the rule of law remain low. This is evidenced also by the continuous
implementation of a specific mechanism by the EC to monitor the country’s progress
on rule of law and the reform of the judiciary. The structure of the Bulgarian judiciary
does not allow public oversight and accountability. In cases of malpractice, the other
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branches of power cannot intervene and/or at least provide checks and balances. It has
only been since Bulgaria’s EU accession in 2007 that the EC pressed for the introduction
of more reporting requirements for the judiciary. The EC has turned the spotlight on
the Supreme Judicial Council as the body responsible for ensuring a more effective
functioning of the judiciary. However, change is slow as also evidenced by the rising
number of complaints and won trials against Bulgaria before the European Court of
Justice. While resignations among high-level administrators, their prosecution and
court trials against politicians and oligarchs have become more frequent in recent years,
the sentences are rare, and their enforcement - even rarer. Public investigations have
often been started more as a way to compromise a political opponent than as a tool for
achieving justice.

2. Results beyond the empirical assessment: areas of policy change
The lessons learnt from the Bulgarian country case study confirm the findings that
corruption is a multi-dimensional phenomenon, which is difficult to target through
policy instruments. It demonstrates that there are many factors at play, which influence
the governance regime and corrupt behaviour, and that changes are unlikely to occur
in a revolutionary fashion.
The case study suggests that moving governance from its current state to the
borderline might be more difficult and require a longer time-span and more intensive
efforts. Areas of change that would both benefit anti-corruption and further societal
change include the following policy areas:
2.1. E-government

Adoption of EU government and legislation standards has introduced new challenges
to the administration and the operation of the government. Failure to adequately cope
with this includes creating huge amounts of administrative turnover without the matching
capacity of the administration to handle a different and increasing document turnover.
For quite a long time it has been argued that implementation of e-government would in
large part be highly beneficial for a multitude of reasons: simplification of administrative
procedures in all areas, better and more efficient control, lower discretionary power for
officials, higher transparency at all levels of government, etc. Efforts aimed at structuring
this policy have been slowed down both by lack of administrative capacity and, more
importantly, by the countering interest of the administration. This is why government
since the mid-2000s have promised rapid results but have only been able to deliver great
expenses and bad functioning elements of e-government subsystems.
2.2. Law enforcement reform

This is an element of governance that has been at the centre of public and political
attention for years and yet an area of marginal progress. Key targets of reforms should
be ensuring real effective independence of the judiciary, ensuring proper forms of
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accountability that would not limit but enforce independence and achieving higher
levels of efficiency in the operation of the system. Currently the formal independence
of the system seems to block reforms efforts; this is further reinforced by real forms of
political dependence that fosters stability and lack of interest to change the status quo.
According to many experts a more radical change is necessary and this would include
changes in the Bulgarian Constitution.
2.3. Health and pension system reform

Both systems are currently heavily dependent on administrative and political
decisions. The interests of clients (services) are not matched with contributions; as a
result revenues are far behind expenses and only budget transfers keep the systems
functioning and elementary subsistence level. This gives the political class leverage in
times of elections and does not permit a sustainable development based on endogenous
factors. Both systems (in view of people who do not contribute in full or on regular
basis) tend to generate substantial amounts of ‘grey’ behaviour. In this respect, in
addition to other aspects, reforms should aim at matching contributions and benefits
and limit discretionary power of officials and the political class.
2.4. Anti-monopoly legislation

The interconnections between political power and the business sector have resulted
in pieces of legislation which provide comparative advantages to specific business
interests. Such cases have been especially difficult to deal with as these linkages generate
resources for even greater state capture. In this respect the resource necessary (and in
shortage) is political will.
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3. The Unlikely Achiever: Rwanda
ALESSANDRO BOZZINI

Rwanda has recently been praised by a lot of donors and development experts for
its recovery from the 1994 genocide, sustained economic growth and improvement
of many socioeconomic indicators, partly achieved thanks to massive aid flows. A
key feature of Rwanda’s progress is often considered to be governance and particularly
anti-corruption: the country is generally regarded as one of the least corrupt in Africa
and a success story in reducing corruption. This paper aims to analyse the state of
corruption and the wider governance context in Rwanda, attempting to evaluate
whether the country’s governance regime is an open access order characterized by
ethical universalism, a limited access order dominated by particularism, or a hybrid.
After providing an overview of the country’s anti-corruption framework, the paper
analyses a number of governance aspects and assesses the incidence of different forms
of petty and grand corruption in a bid to ascertain the extent to which claims of
Rwanda as an anti-corruption success story are well-founded.1
Rwanda made international headlines in 1994 when the genocide, one of the worst
tragedies since the end of World War II, claimed an appalling number of victims, left
the country shattered and exposed the international community’s indifference. In spite
of the sombre image associated with such a calamity, Rwanda has been able to change
its reputation in recent years and, thanks to sustained high growth rates, has increasingly
been seen as a development model. Improved governance and political stability are
often quoted as key reasons for the country’s economic success.
This paper builds on the author’s first-hand experience living and working as an
anti-corruption practitioner in Rwanda, on direct observation, on countless informal
interactions and exchanges of views, as well as on a number of targeted, formal interviews
of a diverse range of local and foreign resource persons and a review of primary and
secondary literature.

1. State of governance
Rwanda is a small landlocked country located in central-Eastern Africa. A former
Belgian colony, its population, according to the 2012 census, is estimated at around
1

This chapter builds on, and further develops, Bozzini, A. (2013). Successes and limitations of a top-down
approach to governance: the case of anti-corruption in Rwanda. ISPI-Istituto per gli Studi di Politica Internazionale, Milan, Italy.
2
The list of interviews conducted by the author for this chapter can be found in the full version of the report
at: http://anticorrp.eu/publications/background-paper-on-rwanda/.
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11 million spread over 26,338 km2, making it Africa’s most densely populated country.
Its GDP is estimated at $15.74 billion while its GDP per capita is estimated at $ 1,500
(CIA World Factbook 2012). Despite progress, 44.9% of the population still lives in
poverty and 24% in extreme poverty (National Institute of Statistics 2012), while the
UNDP Human Development Index 2012 ranks Rwanda 167th out of 187 countries.
Since the 1994 Genocide, Rwanda has made remarkable progress in many areas.
Even though many indicators of progress are based on surveys carried out within the
country, which raises doubts on the reliability of the findings given the perceived ‘high
degree of self-censorship among the Rwandan peasant population,’ (Ingelaere 2010, p.
53) the country is at peace and is often considered ‘among the most stable on the
continent’. Its GDP has registered an average annual growth rate of 7-8% since 2003,
hitting 8% in 2012, making it the world’s 10th fastest-growing economy in the 2000-10
decade. Extreme poverty is reported to have decreased dramatically. The World Bank
Doing Business reports indicate that Rwanda improved its world ranking by almost
100 positions from 150th in 2008 to 52 in 2013. A number of socio-economic indicators,
including school enrolment, life expectancy, child mortality and prevalence of HIV,
have significantly improved (World Bank’s 2009-12 World Development Indicators)
and the Human Development Index has reflected such improvements.
An important contribution to these achievements has been made by foreign aid,
which has been injected in large quantities by donors since the aftermath of the
genocide, making Rwanda a so-called ‘aid darling’; due to the Government’s ability to
use ‘donor-friendly language and positioning’ and donors’ ‘desire for African success
stories’ (Zorbas 2011).

2. The key to Rwanda’s perceived success
One of the key reasons behind Rwanda’s improvements of the last few years, as well
as one of the elements which explain donors’ willingness to provide high aid volumes,
is considered to be governance. This is usually understood in a way that focuses more
on the authority and decision-making, rather than accountability: the Government of
Rwanda is commended for its high degree of organization, its capacity to manage
resources efficiently and its focus on delivering results. Within Rwanda’s governance
agenda, perhaps the most celebrated feature is the control of corruption and the country
is largely praised for its commitment to fight against graft and for the success that such
a fight has reaped: indeed, the majority of analysts, international organizations and
business people now consider Rwanda as one of the least corrupt countries in Africa
as well as a success story in the fight against corruption.
Most observers would say that a key reason behind Rwanda’s progress is the Government’s
‘political will’ to fight corruption, a commitment from the country’s top leadership to pursue
this fight as one of the national priorities. This has resulted in a number of new laws and
institutions. The key legal document is law n° 23/2003 on prevention and repression of
corruption and related offences but a number of other laws include commitments to the
fight against corruption, particularly the penal code in articles 220-27, while Rwanda has
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also signed and ratified most international anti-corruption conventions. Institutionally,
the Government established several bodies including the Office of the Ombudsman,
the Rwanda Public Procurement Authority, the Office of the Auditor General, the
Anti-Corruption Unit in the Rwanda Revenue Authority and the Public Procurement
Appeals Commission. Moreover, a number of high national authorities must disclose
their assets, in 2011 the Public Accounts Committee was established within the Parliament and in July 2012 the Government approved the National Policy to fight against
corruption, which formalizes the so-called ‘zero tolerance’ approach. More recently, a
Whistleblower Protection Law was approved in September 2012, while many public
institutions have codes of conduct. Furthermore, both politicians and civil servants
have been prosecuted when allegations of corruption were brought against them,
though some cite these cases as being used for excising political opponents.
Rwanda’s progress is perhaps best illustrated by the country’s performance in the
World Bank control of corruption index which shows a clear improvement from 2006
to 2011, as shown below.
Figure 1. Evolution of Rwanda’s ‘Control of Corruption’ score from 2006 to 2011.

Source: World Bank Worldwide Governance Indicators, Control of Corruption.

Local officials, foreign observers and international organizations almost always mention
this successful control of corruption in their interviews and reports with little questioning
of whether the official narrative might or might not be exaggerated. In nearly all situations,
however, corruption refers to bribes, and patrimonialism by rulers is hardly discussed.
2.1. Power distribution

Power in Rwanda is unevenly distributed; however, it is difficult to identify which
group or network is the most powerful. Some would indicate that Tutsis generally have
more power than Hutus (Cooke 2011, p. 12). This is an extremely sensitive issue, given
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the past of ethnic tensions and hatred which culminated in the 1994 genocide and is
a difficult topic to investigate because the current authorities are extremely strict in preventing any discourse or research based on ethnic groups. Others would say that the most
powerful group is the Rwandan Patriotic Front (RPF), the ruling party. Some would say
English-speaking Rwandans (mostly former Tutsi refugees in Anglophone countries such
as Uganda and Kenya who returned to the country after the genocide) are advantaged
in public administration and private business over French-speaking citizens. Finally,
some observers interviewed indicated President Paul Kagame himself as the dominating
figure, deducing that his personal allies and aides would be the most powerful group
in the country.
Each of these views can be at least partly refuted. Those disagreeing with the ethnic
interpretation would point to the fact that there are Hutus in prominent positions in
the government, albeit in largely ceremonial positions, in the military and in business.
Those rejecting the view of a dominant party would note that some Ministers are
affiliated to parties other than the RPF, as the Constitution requires that the largest
party holds no more than 50% of cabinet posts. Those in disagreement with the
language explanation would simply say that the de facto decision to promote English
instead of French is strategically motivated in the context of Rwanda’s membership of
the East African Community. Finally, one could easily say that the President is powerful
just because he is popular.
All these counterarguments are partly true. However, the RPF does enjoy a dominant
position. While the current Government is formally a coalition and several parties are
officially registered and functioning, there is little doubt that Rwanda is de facto a oneparty State and the dominant position of the RPF is quite evident.
Several interviewees indicated that those top politicians who are not from the RPF
often have a party member as deputy to monitor their actions; party membership is
often considered helpful to be recruited in public administration; the limited resources,
virtually no visibility and almost no presence in remote areas of the other parties; RPF’s
strong, and in some sectors dominant, position in the economy; limited space for other
groups to express dissent including from abroad ; RPF’s widespread presence in the
field down to the most local level, through structures that ‘mimic those of the state [...]
with the result that the lines between ruling party and state are blurred’ (see Purdeková
2011); and the extremely large membership of the party. This situation does not change
with elections, as in recent years the RPF has largely won them all: Kagame, as RPF
leader, won presidential elections in 2003 and 2010 both with massive scores (see IFES
2014). Interviewees expect this to continue, as the debate around the presidential
elections in 2017 is essentially a debate about who the RPF candidate will be, as
whoever he/she will be, will be the President. As several respondents put it, ‘the party
and the Government are the same thing’ in Rwanda.
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2.2. Accountability bodies and mechanisms

In the case of the five sources used for Transparency International’s CPI score for
Rwanda, the highest score is the World Economic Forum executive opinion survey,
which mostly looks at the likeliness of firms to make undocumented extra payments
or bribes. However, the sources which look more at transparency and accountability,
give Rwanda significantly lower scores. The 2012 edition of the Mo Ibrahim Index,
probably Africa’s most important assessment on governance, ranks Rwanda at the
middle of its ranking, 23rd out of 52 countries, with a score of 53.5 (on a scale where
0 is the worst and 100 is the best). All these assessments point to a potential contradiction:
a country which has achieved good results in controlling corruption but whose
accountability bodies and mechanisms are extremely weak. Indeed the media, civil
society, the parliament and the judiciary play a limited accountability role in Rwanda.
2.3. Parliament

The parliament is dominated by the ruling party, the RPF, which won the
parliamentary elections in 2008 and 2013 by a large margin (see IFES 2014). Other
parties are more allies than opponents and all parties (except those which were not
allowed to register; see Longman 2011) are constitutionally mandated to be members
of a consultative forum which provides a framework to discuss and then agree on
political proposals. The Government claims that Rwanda’s ‘consensual democracy’ is a
successful model to unify the country, avoid conflicts and agree on policies, but the
absence of a formal opposition weakens the Parliament’s potential as an accountability
institution. The Parliament has strengthened its accountability role in the last few years:
the recently created Public Accounts Committee is working hard to summon politicians
requesting them to explain alleged irregularities related to public funds. As an interviewee
pointed out, parliamentarians are accountable to the RPF and to the President; because
they know they ‘owe’ their position to the party and its leader.
2.4. Media

The Genocide era Government tragically used the infamous Radio Télévision Libre des
Mille Collines (RTLM) as a tool to spread ethnic hatred and incite violence and the current
Government is still reluctant to grant press freedom and accept open dissent in the media.
This is consistently certified by a wide range of observers such as Reporters Without
Borders, whose 2013 world press freedom index scores Rwanda 161st out of 179 (and
declining) (see Reporters Without Borders 2013). The Mo Ibrahim Index confirms this
assessment, ranking it 48th out of 52 African countries. Also, some journalists have been
murdered in unclear circumstances and many engage in self-censorship (see Freedom
House 2011). Radio is the most popular media and new stations have started broadcasting
in recent years, but while there are shows in which people call in to report their problems,
radios usually avoid controversial issues, let alone government criticism, and are closely
watched. As a result, the Rwandan media do not play a strong role in scrutiny and
accountability and individual cases of corruption often make headlines, but politically
44

sensitive issues, or cases involving the top leadership of the country, are completely missing,
while investigative journalism is discouraged and is virtually non-existent.
2.5. Civil society

The situation in Rwanda with civil society is similar to that of the media. The Government, despite granting formal registration to most national and foreign NGOs, is
reluctant to consider civil society organizations (CSOs) as full political actors, seeing them
as mere service providers, and allows limited space for them to question and challenge
public policies and programs. CSOs are generally weak, highly dependent on foreign
donors and have little capacity. They also often have limited independence from the
political power, to the extent that they ‘are almost unanimously tied into or legitimized
by Government in some fashion’ (see Gready 2011) and even though some ‘independent
CSOs and NGOs exist at national level [...] they react to the Government’s distrust with
self-censorship and therefore make little impact’ (the Bertelsmann Transformation Index
from 2012 give Rwanda’s ‘civil society participation’ a 3 out of 10). Most local NGOs
see themselves as partners of the Government rather than counterweight or watchdogs.
2.6. Judiciary and the Ombudsman

Rwanda’s accountability institutions also include an ombudsman: an office whose
presence is positive in itself and which is playing a visible role in sensitizing the
population about the negative consequences of corruption. However, the fact that for
many years the Chief Ombudsman’s position was held by a ‘top ideologue’ and founder
of the ruling party raises doubt about the independence of the institution, in spite of his
reputation as a person of high moral standards and integrity. Similar concerns of limited
independence apply to the Office of the Auditor General and to the judiciary: they tend
to track relatively minor issues and hardly ever tackle cases of grand corruption involving
high-level members of the ruling party, the Government or the army (see Cooke 2011,
p. 13) and when they do so there are often rumours that the main rationale is to punish
those who fell out of line (see Bertelsmann Foundation 2012, p. 26).
2.7. Independence of state bureaucracy

Rwanda’s oft-praised ability to manage projects, programs and donor funds would
not be possible without a skilled bureaucracy made up of officials recruited based on
merit. At the same time, there are also claims that influential positions are held by RPF
members or loyalists.
Both assertions are correct. The Government has introduced many measures to
improve transparency in recruitment and to ensure that the best candidates get jobs based
on merit. These include guidelines on timing and modalities for publishing a vacancy
and holding job interviews but also include the provision that a candidate who feels
he/she has been treated unfairly can report the case to the Ombudsman or the Public
Service Commission, the latter being an institution created precisely in a bid to guarantee neutral recruitment and performance-based evaluation. Despite limited technical
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capacity in some fields, Rwandan public administration is relatively efficient, recruitment
practices have improved over time and most technical positions, as well as most low- to
middle-ranking officials, seem to be indeed recruited based on candidate merit.
However, top officials tend to be politically appointed and some interviewees also
mentioned cases of politically-influenced recruitment.
2.8. Separation of public and private

Some private companies are closely linked to and intertwined with the RPF and thus
with the Government and the state. Today there are three holdings, or conglomerates, of
‘party-statals’. The largest one, Crystal Ventures Limited (CVL), formerly known as Tri-Star
Investments, is a private holding company fully owned by RPF. Having grown out of the
production unit of the then-rebel army RPA during the 1990-94 war, which eventually
put an end to the Genocide; Tri-Star got the bulk of its initial funding from wealthy
supporters from the Rwandan diaspora. Today, CVL holds a majority stake in 11 companies
and a minority stake in several joint ventures, ranging from civil works to real estate,
telecommunications and security services, most of which are the leading national company
in their sectors. The group’s 2009 turnover represented over 3% of Rwanda’s GDP.
The second conglomerate, Horizon Group Limited, is often referred to in Kigali as
‘the army’s company’: having received initial capital from the Military Medical Insurance
(MMI) and the Military Micro Finance Cooperative Society (ZIGAMA-CSS), it is
now a private firm but is considered the army’s investment arm and its CEO is seconded
by the army. The third consortium is Rwanda Investment Group (RIG), a holding
company created in 2006 at the instigation of the Government, which is now a holding
with both public and private shareholders whose purpose is to raise funds to invest
primarily in the construction and energy sectors.
While most people in Kigali know that some companies are controlled by RPF and
the army, and while party officials say ‘it is no secret’ that they run a number of companies
and big investments (Kagire 2012), still the websites of the three holdings do not mention
RPF anywhere, so this is a transparency issue. The second issue is the potential favouritism
that these companies might benefit from. There is a general perception among many local
and foreign entrepreneurs that CVL and Horizon companies enjoy preferential treatment
when they compete for public contracts, to the extent that some entrepreneurs said that
when they see that one of those companies bid, they ‘do not bother bidding’. RPF officials
and observers who support the party’s role in the private sector deny any favouritism and
point to the several bids that their companies have lost as well as to the competition they
face from local and foreign companies. It is true that Crystal Ventures and other RPFcontrolled companies do not win all the contracts they bid for, that the RPF is very careful
to avoid a ‘winner takes all’ image and that Rwanda has made progress in procurement
practices and has a comprehensive legal framework in this field. At the same time, in a
country where accountability bodies are weak and not fully independent, it is hard to
believe that members of a public tendering agency, for example a District, who usually
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have strong links with the ruling party, are not tempted to favour companies linked to
the same ruling party.
Another area of potential favouritism is taxation: a researcher who was able to
examine the list of top taxpayers in 2010 (no longer available on Rwanda Revenue
Authority’s website) reports that ‘only 11 party-statals (less than half of the 25) were
among the top 307 large taxpayers in 2010’ and that the CVL subsidiary in the food
processing sector, Inyange, whose market share is over 85%, ‘is not among the top
taxpayers’ while ‘its two immediate competitors [...], which have smaller market
concentrations, do appear on this list’ (Gökgür 2012, p. 27).
While the presence of such party-statals is the main issue and concern: there is a general
perception that proximity to the ruling party is a key element for an entrepreneur to have
economic success: it might not be indispensable, as there are some businesses with no
link to the party and the Government’s commitment to the country’s economic
development is genuine, but many businesspeople reportedly decide to affiliate with the
RPF or to show their support as they feel this could somehow benefit their business.
Whether or to which extent this is true is obviously very difficult to assess, but this widespread perception confirms the blurring between public and private. Fortunately, it is
uncommon for politicians and officials to use public funds to cover their private expenses.
To conclude on this complex and controversial issue, it is safe to say that in Rwanda
the state, the Government, the ruling party and the private sector are not entirely
separate entities, with obvious problems in terms of separation of powers, risks of
favouritism and limited transparency; such a blurring between private and public is a
key feature of patrimonialism.
2.9. Service delivery

Corruption in service delivery is the subject of tight scrutiny by the Government,
of harsh sanctions and of calls for integrity as well as sensitization campaigns. Indeed,
the widely cited ‘political will’ of the Rwandan Government to fight against corruption
is mostly visible in this field. Overall, services such as health, education, water or issue
of documents are provided evenly and impartially, with corruption being the exception
and not the rule; fear of sanctions or of retaliation by authorities may lead to underreporting of corruption cases, but it is safe to say that corruption in this field is not
institutionalized and that the overall goal is to cater to everybody.
Despite the overall positive situation, petty corruption is however far from eradicated
and studies show that the police and local authorities tend to be the institutions most
exposed to such practices, though they have all showed progress in the last few years and
are comparatively much less affected than their counterparts in the East African region.
Similarly, embezzlement of public funds seems to be quite uncommon and taxpayers’
money as well as foreign aid are generally well managed and usually reach the
beneficiaries as intended. The efficiency and integrity with which authorities tend to
manage public funds is mentioned by most donors in Kigali as the main reason why
they provide generous levels of aid to Rwanda.
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2.10. Transparency

On top of the limited role played by the accountability organs and bodies, the
concept of transparency, which is one of the key tools in the fight against corruption,
is yet to fully develop in Rwanda. Indeed, in spite of efforts to disclose more information
about the authorities and their activities and despite a recently adopted Access to
Information law, the transparency of key issues remains limited: the Open Budget
Survey 2012, developed by the International Budget Partnership in cooperation with
a local NGO, gives Rwanda a score of 8 (down from 11 in 2010, on a scale from 1 to
100 where 100 is the best score), which is much lower than the global average of 43
for all the 100 countries surveyed and is also significantly worse than the other countries
in the region. Interestingly, the country which is usually ranked, by far, as East Africa’s
least corrupt, appears in this survey as the region’s least transparent.
Politicians have to disclose their assets to the Ombudsman, but many believe that
some top leaders do not include some of their assets in such declarations knowing that
they will not be investigated. Procurement and mineral trade from bordering conflictridden Eastern Congo are also areas where transparency is somehow limited.
Transparency in elections has also been questioned and there are allegations that the
Government might have altered the proportions of votes received by some parties
(Greene 2011, p. 17; Longman 2011, p. 39-40).
2.11. Citizen participation

Citizen participation is often considered another key element to prevent and reduce
corruption. Again, Rwanda is a paradox, as the relatively low level of corruption is
matched by an even lower level of citizen participation. Indeed ordinary citizens are
reluctant to engage in the public sphere and the Government itself has acknowledged
this challenge, thus stating in official documents the objective of encouraging more
participation. At the same time, citizen participation is often ‘directed and controlled’
by the authorities (Bertelsmann Foundation 2012, pp. 22-3). It is still noticeable that
the only public demonstrations in the last few years have been pro-governmental,
raising doubts that they were actually organized by the Government itself.
Interestingly, some observe that limited participation is nothing new in Rwanda;
this would be due to the fact that, as a consequence of civil war, exile and the Genocide,
other forms of constituency and shelter have weakened (traditional and family ties,
regional and religious identities) and ‘historically therefore Rwandans have tended to
revere political power and are passive in political matters’ (Kayumba 2013).

Conclusions
Incidence of corruption in Rwanda is undoubtedly lower than in its regional
neighbours, but perhaps the country is not as successful as some believe. The Government’s
oft-mentioned ‘political will to fight against corruption’, seems to be mostly a will to fight
monetary forms at low to middle levels. Consequently, there have been achievements
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in controlling bribery, mismanagement and embezzlement, particularly at lower levels.
The key corruption problem that remains in Rwanda is favouritism; authorities are
keen and determined to curb administrative corruption but are much less eager to
tackle political corruption.
Secondly, the fight against corruption (at least the monetary kind) has followed a
top-down approach: the establishment of new laws and institutions, the sensitization
campaigns and public calls for integrity have mostly come from the highest levels of
Government, including from the President himself. While this is positive and important,
it has severe limitations. In particular, it intrinsically excludes those forms that the top
leadership does not want to fight such as influence peddling and political favouritism.
Moreover, this approach is unlikely to be sustainable in the long term, as it stems from
a number of individual leaders rather than being rooted in strong institutions,
transparency mechanisms and citizen participation. Indeed, the fact that more and
more citizens abstain from corruption seems to be mostly due to fear of harsh
punishment rather than to cultural or behavioural change.
Thirdly, the governance system in Rwanda is somewhere between ethical universalism
and particularism, and a borderline case between open access and limited access order.
While formal laws and policies are clearly striving towards universalism, and are often
comprehensive and commendable, there remains a certain level of informality. Similarly,
the weakness of accountability bodies, limited citizen participation, unequal power
distribution and blurring of public and private mean that Rwanda is far from a fully
open access order. It is therefore extremely difficult to give an ultimate answer to the
question of ‘whether corruption is the exception or whether it is the norm’ (MungiuPippidi 2006, p. 91). Monetary forms of corruption and especially bribery exist but
are the exception to the norm, other forms such as favouritism and abuse of power by
the Government and the ruling party are more common and are ultimately to a great
extent socially accepted as a rule of the game.
A number of lessons can be learnt from the analysis of the state of governance and
corruption in Rwanda. First, corruption should be defined in broad terms as encompassing
all its forms, including non-monetary ones, as a country might have low incidence of
some forms and high incidence of others. Moreover, the case of Rwanda suggests that
petty or administrative corruption can in some cases be a very different issue from grand
or political corruption, as curbing the former does not necessarily mean reducing the
latter. In addition, and perhaps most importantly, Rwanda shows that relative success in
fighting bribery is not necessarily associated, as many would assume, with high levels of
accountability, transparency and citizen participation. This confirms the need, when
investigating corruption, to analyse the broader governance context of a country.
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4. Doubts and Lessons Learned from
Qatar’s Progress Towards Good Governance
LINA KHATIB1

Qatar is judged by international anti-corruption indices to be among the highest
performing countries in the Middle East and North Africa (MENA). The Qatari
government has streamlined its regulations regarding business practices and
engaged in reforms from above that have liberalized the Qatari economy and
increased its strength and viability. There are lessons to learn for other countries
in such reforms. However, Qatar remains a neo-patrimonial absolute monarchy in
which the state is not immune from private interests, and where the ruling family
can bypass the rule of law. This chapter analyses the structures and mechanisms
of Qatar’s governance regime that reveal the contradictions inherent within the
categories covered by corruption indices. In doing so, it suggests a number of
shortcomings in the methodologies and scope of those indices as they specifically
apply to Qatar, and poses a number of questions regarding the kind of information
that is difficult to find but which is crucial to address in order to form a clearer
picture of corruption and anti-corruption practices in Qatar. The author concludes
that the absence of this information in the first place casts a shadow of doubt over
the performance of Qatar in anti-corruption indices.
The richest country in the world in terms of GDP per capita, Qatar has been
performing well in global anti-corruption indices. Qatar’s score rose from 77.07 in the
2002 World Governance Indicators (WGI) Control of Corruption indicator to 83.73
in WGI 2012. Transparency International’s Corruption Perceptions Index (CPI)
2012—which uses the same sources as WGI—also ranks Qatar as 27th in the world in
terms of perceptions of anti-corruption, with a score of 68 (out of 100), making it the
best performing country in the MENA region (See Transparency International 2012
CPI). However, before Qatar can be considered a case of good anti-corruption practice,
one should consider how the indices define corruption. Current corruption indices do
not cover the full spectrum of social allocation when measuring corruption, nor do
they address the nature of the governance regime and its relationship with corruption
in the countries assessed. For the purposes of this paper, corruption is defined as
particular (non-universal) allocation of public goods due to abuse of influence, and
control of corruption is defined as the capacity of a society to constrain abuse of
1
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influence resulting in a social allocation diverging from ethical universalism (everyone
treated similarly) (Mungiu-Pippidi 2006). Applying those definitions to the case of
Qatar challenges its anti-corruption index rankings.

1. State of governance in Qatar
Qatar is a neo-patrimonial absolute monarchy with extreme particularism (O’Donnell
1996) in which the Emir reigns, rules, and has historically owned state institutions. The
Emir has the authority to select ministers, dictate foreign and domestic policies, and
control the economy (Yom and Gause 2012). The Al Thani family has ruled the country
for decades, with the current Sheikh Tamim taking over from his father Sheikh Hamad
in 2013, following Hamad’s bloodless coup against his own father Sheikh Khalifa in 1995.
Khalifa himself had deposed his uncle in a coup in 1972. Coups have been common in
the history of Qatar, and make it less likely for rulers to share power equitably, due to the
lack of trust even in own family members that accompanies such acts of power takeover.
They also foster a culture of rentierism and distribution of resources to buy loyalty. The
Al Thani family has institutionalized tribal and filial relationships through allocating
government roles and resources to local tribal leaders and princes in return for their
political backing. The family has also drawn the boundaries of the districts of modern
Qatar according to tribal districts (Fromherz 2012).
Sheikh Hamad’s rule was characterized by economic liberalization and an expanded
foreign policy agenda, changing the public image of Qatar from a small state in the
shadow of Saudi Arabia to one of the major players in the international relations and
economics of the Middle East. This expansion has been supported by Qatar’s wealth,
with the country possessing the world’s third largest gas field (Khatib 2013).
Qatar’s wealth has enabled the ruling family to curb potential dissent. Domestically,
wealth is distributed both to citizens at large as well to tribes, in the form of cash handouts and social and health service, and through the allocation of bureaucratic posts.
Qataris enjoy free health services and education, a stipend of around $7000 per month
per citizen, and almost guaranteed employment in the public sector (the unemployment
rate is 1%). Tribal leaders are appointed in well-paid public posts (Rathmell and Schulze
2000). Wealth distribution has aided Qatar in avoiding the rise of popular discontent
seen elsewhere in the Arab world.
However, the privileges given to Qatari citizens do not extend to the majority of
the resident population in Qatar. The country is home to only around 250,000 Qatari
nationals, with 80% of the total population being composed of expats from a wide
variety of countries. Those expats possess restricted personal and economic rights. For
example, all expats can only work under a ‘kafala’ (sponsorship) system that links their
legal presence in Qatar to sponsored employment by a Qatari national. In the case of
migrant workers performing low-income jobs, this system has allowed employers to
deny workers basic rights like regular days off, access to health care, and equitable
working environments. In this sense, the public allocation of resources only narrowly
52

applies to Qatari citizens. Migrant workers have been effectively prevented from
demanding further rights because of their dependency on Qatari sponsorship.
Qatari nationals, meanwhile, have developed a sense of dependency on the state,
especially regarding employment. Although just over half of Qatari citizens (55%) who
took part in the Qatar World Values Survey 2010 said that individuals should provide
for mostly (24%) or exclusively (31%) of their economic needs, as opposed to the
government, practice reveals a different pattern. Government services constitute 14%
of Qatar’s economic output, and the public sector is saturated (Berrebi et al. 2009) with
public servants who cannot be fired, however inefficient they may be.
Dependency can be linked to a cultivated sense of entitlement that can easily be
confused with satisfaction. A Qatari national who regards public employment as a
‘right’ and who is almost guaranteed to have this ‘right’ is likely to report high satisfaction
with the performance of the state. At the same time, a civil servant who is well paid to
do very little is less likely to want to accept bribes. In this way, Qatar’s wealth has helped
eliminate bribes in the public sector, while working to keep Qatar’s neo-patrimonial
system by minimizing the economic motivation for seeking regime change or reform.
At the same time, fear of deportation has prevented government officials who come
from migrant communities from engaging in corruption (Freedom House 2003).
Although Sheikh Hamad bin Khalifa engaged in top-down reforms, those reforms
have retained the absolute rule of the Emir. In 2000, Hamad established the Council of
the Ruling Family, consisting of thirteen family members, but he has often bypassed this
Council. In 2005, he implemented a new constitution, passed by popular referendum in
2003 with 96% approval, which calls for the establishment of a partially elected Advisory
Council to pass legislation to replace the current Advisory Council whose members are
appointed by the Emir. The current Council has existed since the rule of Sheikh Khalifa,
but it has been mostly filled with members of Al Thani and close allies of the Emir, and
its role is largely ceremonial, to be informed of policies by the Emir, rather than
formulating policies. However, the 2005 Constitution gives the Emir the power of veto
over the Council, and the choice of appointing one third of its 45 members. Although
the Emir’s veto can be overruled if rejected by two-thirds of the Council, the Constitution
gives the Emir the power to suspend legislation. Article 67 of the Constitution also
effectively gives the Emir absolute power (Fromherz 2012).
To date, there has not been an Advisory Council election in Qatar, despite repeated
promises by Sheikh Hamad, the latest being saying that such elections would take place
in 2013.

2. Governance regime mechanisms
The persistence of a neo-patrimonial governance regime in Qatar is due to two factors:
abundant public resources and a traditional tribal society that has been appropriated by
a monarch with control over public resources. The modern state of Qatar has only existed
for a generation, and thus has not had enough time to see a reduction in primordial
economic and social ties and a growth of modernist forms of governance (Rathmell and
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Schulze 2000). The Emir of Qatar uses resources from the export of oil and gas to secure
the loyalty of supporters both from within the Al Thani family and from other tribes,
thereby reducing tribal pressure on the regime to change its modus operandi. The same
mechanism applies to citizens at large, who are granted land and subsidized goods and
services in return for their loyalty.
Traditionally, tribal societies in the Middle East partly rule on the basis of consultation
(shura) both among tribes and within tribes. Hamad has co-opted the tribal system by
institutionalizing hereditary rule within the Al Thani family, by putting in place a new
constitution in 2003 that stipulates this (Crystal 2011). Article 9 states that the Emir
only needs to ‘consult’ - not seek approval from - the family council when choosing his
heir, thereby allowing the Emir to bypass the traditional system of leadership succession
(Fromherz 2012).
Studies of patrimonial states show that personal and social connections, not bribes,
are the main type of privileged allocation in such states (Mungiu-Pippidi 2011). Qatar
is no exception. Informal networks and ‘wasta’ (social connections), mainly based on
tribal lineage, dominate the functioning of Qatar’s formal institutions (Fromherz 2012).
Because informal networks are an integral part of Qatari society, they are not perceived
negatively, but are taken as a given. The Qatar World Values Survey 2010 reveals that
29% of Qataris attribute success to luck and ‘wasta’ only, with a further 15% attributing
it to mostly luck and ‘wasta’. At the same time, 91% of respondents reported that they
have complete trust in their families, followed by 43% in the case of people they know
personally, and 35% in the case of neighbours, compared with only 8% in the case of
people from other nationalities and 5% in the case of those from other religions (see
SESRI 2010). In this sense, one can safely conclude that privileged allocation on the basis
of social connections is not seen as corruption - corruption is generally viewed as being
about bribes, which is not a problem that Qatar suffers from in general.

3. Governance regime trends
The type of governance regime in Qatar has been consistent over time. However,
the tipping point came with the takeover by Hamad bin Khalifa. Hamad’s father had
handed his son the task of modernizing the economy in Qatar, while Khalifa himself
was extracting money from the Qatari state and not firmly pushing for economic
progress. Hamad’s bloodless coup was partly motivated by his frustration with the
trajectory of economic development that Qatar had been following, and his recognition
of untapped potential for the country’s economic and political future (Kamrava 2009).
Hamad worked on liberalizing the state and installing some top-down reforms, such
as granting women suffrage and holding regular municipal elections, which first took
place in 1999 and saw the participation of female candidates (Barany 2013). Hamad
also abolished the Ministry of Information and gave the press more freedom. The
establishment of Al-Jazeera in 1996 was a landmark for the Arab world, as it was the
first pan-Arab channel engaged in open criticism of Arab governments and leaders albeit never in the case of Qatari affairs.
54

The political openings installed by Sheikh Hamad are more to do with establishing
legitimacy for the regime-and thus, continuity - than with the desire for genuine
political reform. They are also driven by the Emir’s political ambitions to put Qatar on
the map in international relations and economic affairs. In order to be taken seriously
by the international community, Qatar needs to cultivate an image of ‘playing by the
rules’. This approach paid off, resulting in the formation of alliances between the state
of Qatar and key actors in the international community from across the political
spectrum. Hamad, and his Prime Minister Hamad bin Jassim, established cordial
relations with other states and non-state actors and used this to situate Qatar as a
mediator in a number of conflicts in the Middle East, as well as an interlocutor with
certain Islamist groups and regimes, like Hamas, the Muslim Brotherhood, and the
Taliban. They also nurtured strong security alliances between Qatar and the United
States, with Doha’s hosting of US Central Command (Khatib 2013). On the domestic
front, Hamad’s reforms served to placate the limited demands for elections and freedom
for the press that had been presented to his father in 1991 in a petition signed by a
group of 54 prominent Qataris. Yet with the new Constitution cementing the rule of
Al Thani, ‘what the ruling elite are doing is increasing its legitimacy without jeopardizing
its traditional position’ (Ehteshami and Wright 2007, p. 922).
On the economic front, Sheikh Hamad directed a process of privatization that has
sharply increased Qatar’s international standing. In July 1995, the Doha Stock Market
was established. Transparency and accountability measures to control business practices
were introduced in both the public and private sectors (Crystal 2011). Those measures
played a major role in controlling corruption: In 1970, 33% of total government
expenditure was spent on the royal family, and throughout the 1980s, princes regularly
extracted money from the Treasury for deposit in their personal Swiss bank accounts
(Fromherz 2012). This practice was put under control by Sheikh Hamad, who
recalibrated the informal state distribution mechanism by creating formal channels for
monetary hand-outs in the shape of welfare (including property rights), subsidies, and
employment. In this sense, Hamad’s reforms can be seen as following the institutional
evolution in which the state replaces feudal owners and distributes wealth to elites,
thereby increasing the number of the privileged, and paving the way for later wider
distribution (North and Weingast 1989).
Hamad also implemented reforms that ease doing business, including simplifying
government administrative procedures to increase compliance with those procedures
(including financial auditing and reporting); reducing the time needed for businesses
to prepare for paying taxes; providing clear access to information about government
regulations about the business sector; and making customs procedures for the import
and export of goods more efficient - all resulting in high scores for Qatar on those fronts
in international anti-corruption indices like the Global Competitiveness Index (GCI).
The economic reforms paid off. Between July 2006 and November 2010, Qatar’s rank
in the GCI rose from 38 to 17. Foreign Direct Investment (FDI) has also risen, from
251 million dollars in 2000 to 8,722 million in 2009, indicating an opening up of the
55

economy that has made it more attractive to foreign investors (Hvidt 2011). Foreign
investment is seeing most growth in the sectors of oil, infrastructure (including
construction), and financial services. Qatar has supported this by offering several
incentives to foreign businesses, from facilitating the process of obtaining loans from
the Qatar Development Bank to imposing zero taxes on exports to having no restrictions
on overseas profit transfer. One consequence of the reforms is that the shadow economy
only forms 18% of the size of GDP, which is significantly lower than the regional
average of 27.08% of GDP (Schneider et al. 2010). Yet as Peterson argues, although
economic reforms and initiatives in Gulf countries technically create private enterprises,
‘their conception, planning, construction, and shepherding into operation remain
supervised by the state’ (Peterson 2009, p. 17).
Political and economic reforms have served to assure the continuity and stability of
Qatar’s economic standing and of its governance regime. Although Sheikh Hamad was
the target of a political coup in 1996, he has succeeded in passing leadership to his son
who appears to want to retain the direction taken by his father and to continue
expanding Qatar’s international economic footprint. Over the past five years, Qatar
has been pursuing an expansive foreign investment process, buying major businesses,
sports clubs, and buildings around the world and especially in Europe. It has succeeded
in its bid to host the World Cup in 2022 despite several rumours about corruption
plaguing the process. And it has an ambitious plan to extend a gas pipeline through
Egypt and into the Levant.
On the one hand, the regime is likely to stay stable because of the lack of internal
political dissent and the constant flow of wealth to citizens and tribal leaders. The
previous Emir Hamad and his wife Sheikha Moza cultivated cult statuses for themselves
as icons of modernity. The Qatar Foundation headed by Sheikha Moza has funded
numerous education and social initiatives both within Qatar and in the Arab world,
such as Doha’s Education City, which has attracted major Western universities - mainly
American - to open branches in the country. Education City is popular with the young
Qatari generation, which regards this international presence with a sense of national
pride. The small number and general homogeneity of Qatari citizens have also helped
the Emir in running the country and directing its policies. The Arab revolutions that
started in 2011 have not resulted in demands for reform in Qatar, despite Qatar’s own
support of the uprisings in places like Syria and Libya. As the countries in transition
began to face serious political, economic, and security challenges and regressions, Gulf
citizens at large (with the exception of oppositions in Bahrain, Yemen, and Saudi
Arabia) have rallied around their governments, preferring stability over political change.
This represents a continuation of public opinion before the Arab Spring: The Qatar
World Values Survey 2010 revealed that 62% of Qataris said that maintaining order
and stability is their individual priority, while only 11% said their priority is ‘giving
people more say in important government decisions’ and 6% chose ‘protecting freedom
of speech’ as a top priority (see SESRI 2010). Moreover, Qatar Value Surveys show that
75% and 74% of survey respondents selected the police and armed forces respectively
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as the state institutions they have most confidence in, followed by the judiciary (67%),
‘parliament’ (the unelected Advisory Council) (57%), and government institutions
(52%). Gulf governments have in turn actively averted the potential for public action
by increasing monetary hand-outs. In Qatar, the government increased public sector
salaries by 60% in September 2011 in a pre-emptive measure against dissent (Toumi
2011). Sheikh Hamad was also careful not to alienate the tribes through the process of
economic liberalization. By making tribes beneficiaries of economic reforms (such as
by granting them high-profile positions - most companies in Qatar have a Qatari
figurehead at the top of the senior management), this engagement has served to push
the tribes into accepting Western institutions and standards, while also remaining loyal
to the regime (Fromherz 2012). In addition, the international community’s political
and security interests have diverted attention away from Qatar’s political and economic
shortcomings as Qatar is seen as a key strategic ally for the West.
On the other hand, international attention to human rights infringements in Qatar
is putting some pressure on the regime to reform, as seen in the cases of Mohamad
al-Ajami, the Qatari poet imprisoned in 2012 for composing a poem seen as critical of
the Emir, and the World Cup construction workers facing death and injuries caused
by their working conditions (Franks 2013). Politically, Qatar’s support for Islamist
groups across the Middle East and North Africa has meant engaging with volatile
political and paramilitary actors whose loyalty cannot be guaranteed in the long run,
forming a potential source of instability for Qatar. Economic ambitions have also had
an inadvertently negative impact on foreign policy, as illustrated by the case of the
Muslim Brotherhood, with which Qatar has had a close relationship for decades. Qatar’s
plan to extend a gas pipeline to the Levant through Egypt was one reason behind
support for its Muslim Brotherhood allies in Egypt and Syria, only for the Brotherhood
leadership to be overthrown in Egypt and to be replaced in the National Coalition for
Syrian Revolutionary and Opposition Forces. However, Qatar pursues a pragmatic
foreign policy and has begun engaging with the new leaders in both countries to ensure
its stability and economic interests. Alliances with Western countries also continue to
support its regime stability. Domestically, the new generation of educated Qataris may,
in the long run, not remain satisfied with its system of governance. Increased engagement
with the international economy is also driving further economic reforms. But demand
for and prospects of change in Qatar are not likely to emerge in the near future.

4. Corruption indicators and the governance regime
4.1. Power distribution

Power in Qatar is distributed in a top-down manner, i.e. by the Emir, who allocates
key government, civil service and private company positions to members of his family
and to tribal figures. Under Sheikh Hamad bin Khalifa, the Prime Minister—Hamad
bin Jassim—was a cousin from the Al Thani family. Seven of the 19 key ministers were
from the Al Thani family as well, as are the governor of the Central Bank and the
current director of Al-Jazeera. Members of the family of Sheikha Moza, Al Missned,
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occupy key security positions, as do members of the family of the mother of Sheikh
Hamad, Al Attiyah (The Economist 2010).
Qatar has a centralized local governance structure. As Jill Crystal explains, ‘Qatar
is divided administratively into ten municipalities (baladiyat). However since the
majority of the population lives in the capital, local government is of little practical
importance’ (Crystal 2011, p. 183). Centralization and top-down control, coupled
with the disempowerment of sources of discontent, and the lack of government
elections, serve to keep the distribution of power in Qatar consistent.
4.2. State autonomy from private interest

In Qatar, there is no real separation between the state and the private interests of the
ruling family. There are no lobbies, no government watchdogs, no independent civil
society, and the freedom of the press is restricted when it comes to addressing internal
affairs. Instead, citizens air their grievances through a traditional ‘majlis’ with tribal leaders,
where people can submit petitions (The Economist 2010). Fromherz (2012) quotes Jill
Crystal’s statement about Qatar under Sheikh Khalifa as being still relevant today: ‘power
remains uninstitutionalized. There is no meaningful distinction, either political or legal,
between the person of the Emir and the institutions of the state’ (p. 125).
There is also no transparency in public procurement. There is an official procurement
process in place as well as regulations regarding conflicts of interest; however, foreign
companies have reported vagueness in the actual implementation of the process. The
Global Integrity 2009 report additionally states that ‘Public officials are not subject to
financial disclosure laws and the State Audit Bureau is not mandated to audit the assets
of these officials’. Another concern is that Articles 6 and 7 of Law 26 of 2005 regulating
Tenders and Auctions ‘permit tenders to bypass the public and competitive procurement
process under specific circumstances; e.g., should there be an ‘urgency in the need for
the tender’ or if there is a direct agreement established between the Central Tenders
Committee and the company in light of the latter’s rare products, works or services’.
The Business Anti-corruption Portal adds that ‘Unsuccessful bidders cannot challenge
procurement decisions in court and companies found guilty of major procurement
violations are not formally blacklisted. Several sources report that it often requires Qatar
intermediaries or agents with good political connections to bid on large government
contracts… Suppliers that use goods with Qatari content in their bids for government
procurement enjoy preferential treatment as the government offers them a 10%
discount on these goods’ (Business Anti-corruption Portal 2013). In this sense, informal
networks overrule regulations.
4.3. Public allocation

Public allocation in Qatar follows a rentier system. State wealth is subject to
distribution, with the existence of a welfare state that increases dependence on foreign
expatriates to be the real work force, while Qatari nationals take state distributions for
granted (Peterson 2009). While non-citizens pay for health care, electricity, water, and
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education, those services, in addition to housing, are provided to citizens for free (US
Department of State 2011). Fuel is subsidized for businesses as well as citizens, and
Qatari businesses and agriculture also receive capital, electricity, and water subsidies
(Losman 2010).
The current Emir, Sheikh Tamim, is the head of the board of directors of the QIA
responsible for domestic and foreign investments. The previous Prime Minister and
Minister of Foreign Affairs, Hamad bin Jassim Al Thani, was also vice-chairman and
CEO of the QIA while he was in office, and has now been replaced with the Emir’s
half-brother Sheikh Abdullah bin Hamad Al Thani (Middle East Online 2013). The
QIA does not publish its holdings, making it unclear whether it handles royal
investments or not. In this way, the state is not autonomous from private interests. It
is difficult to establish the extent of this due to the lack of public information.
4.4. Relation between formal and informal institutions

Qatar’s formal institutions intermingle with informal ones, mainly tribes. A major
challenge for formal institutions in Qatar is that they are not always taken seriously
because they are subverted by informal institutions. As The Economist reports, in the
municipal elections in 1999, ‘turnout for registration was so low that the government
had to extend the deadline by a week to rustle up voters…. Most of Qatar’s leading
families did not take the poll seriously enough to field any candidates of their own’
(The Economist 1999b). Among those who voted, almost all respondents in a survey
conducted shortly after the elections revealed that they did so mainly according to tribal
affiliations. The current appointed Advisory Council is dominated by Al Thani family
members and tribal representatives, which are used by the Emir to ensure their consensus
(Fromherz 2012).
4.5. Accountability and rule of law
Part of Sheikh Hamad’s reforms covered the judiciary. In 1999, a court of final
appeal was added to the Qatari legal system (Rathmell and Schulze 2000), following
the establishment of the High Judicial Council ‘tasked with offering advice on judicial
appointments and to propose legislation concerning the judicial system. In October
2004, long-promised court reform unified Qatar’s dual court system (of Shari’a and
civil courts). In 2007 an Administrative Court and a Constitutional Court were
established’ (Crystal 2011, p. 185). In 2008, a Supreme Court was added, although
the Emir appoints all of its justices. Although the judiciary system has been perceived
as efficient in its operations, it suffers from the same infrastructural problems as other
state institutions. The Emir also appoints all judges, implying that Qatari judges are
selected on the basis of social connections, while non-Qatari judges are vulnerable to
deportation (see Heritage Foundation 2013). Thus, court cases involving foreign
nationals frequently discriminate in favour of Qataris (Global Integrity Report 2009
in Langer 2009). Law enforcement authorities are also more likely to grant bail to
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citizens while noncitizens are more likely to be remanded to custody (US Department
of State 2011).
Courts in Qatar do not engage in checks on the ruler. Court orders against royals
and tribal allies are rare and have tended to revolve around failed coups, such as the
case of the cousin of Sheikh Hamad who attempted a coup in 1996 and was arrested
in 1999 (The Economist 1999a), and the case of Al Murrah tribe connected with the
same coup, who were stripped of their Qatari nationality until it was restored in 2006
(Crystal 2011). An exceptional case is that of Sheikh Ali bin Jassim Al Thani, who was
sentenced to six years in prison for involuntary manslaughter in 2013 following a fire
that erupted at the Villaggio shopping centre the year before. However, Ali and the
other three defendants are currently out of jail awaiting appeal (Doha News 2013).
Normally, corrupt practices by princes are settled out of court as princes are granted
immunity. Two examples are Sheikh Khalifa’s departure with billions from Treasury
money in 1995, and Hamad bin Jassim’s alleged involvement in an arms deal in 1998,
in which BAE paid bin Jassim £7 million in ‘commission’ for arranging the deal.
Investigation of the deal was halted due to pressure on Britain by Qatar and BAE and
the case was settled out of court (The Guardian 2007).
Qatari state institutions may engage in good practices but they do not have
transparent infrastructures: State Audit Bureau reports are not made public and the
head of the Bureau is appointed by the Emir. The National Human Rights Committee
has limited ability and refrains from reporting on corruption cases. The National
Committee for Accountability and Transparency, established in 2007, does not have
public information or contact details. ‘Evaluations regarding the performance of the
Committee are mixed with the US Department of State 2010 noting that it carries out
its mandate well and is regarded as effective, while it its performance is considered as
“weak” by Global Integrity 2009, mainly due to high political interference in its affairs’
(see Heritage Foundation 2013). A new organization was established in 2011, called
the Administrative Control and Transparency Authority. Its mandate includes ‘probing
the misuse of public funds and investigating complaints against government officials’.
However, the Authority also does not publish public information. Qatari law
additionally does not provide public access to government information, ‘such as the
budget, expenditures, or draft laws’ (US Department of State 2013).
4.6. Personal autonomy and collective action capacity

Qatar’s wealth has contributed to sustaining a sense of political apathy by negating
the drive for economic-based calls for political change (Ulrichsen 2011). From the
distractions offered by investments in sports and clubs to public sector employment,
public services, and distributions based on social connections, the country’s economy
has served to stifle interest in political participation. The Qatar World Values Survey
2010 shows that 64% of Qataris named economic growth as their highest priority for
Qatar, with only 16% saying their top national priority is more participation in decision
making in work and community matters, despite 69% of all respondents saying that
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they either ‘very interested’ (15%) or ‘somewhat interested’ (54%) in politics (see
SESRI 2010).
Interest in politics does not necessarily mean interest in engaging in political
activities, and this is not helped by the state of political parties and civil society: the
former are banned, and the latter is not independent and is reliant on state revenue
(Fromherz 2012). All nongovernmental associations - private, professional, and cultural
- must be registered with and are monitored by the state (Blanchard 2008), ‘and most
groups… have had license requests refused’ (Crystal 2011, p. 183). Justin Gengler and
Mark Tessler’s analysis of Qatar World Values Survey 2010 results regarding civic life
also reveals that ‘Qataris who channel their social, economic, and political ambitions
through participation in civic associations are disproportionately likely to be less
tolerant of others, less oriented towards democracy, and less confident in formal
governmental institutions’ (2011, p. 3). As the authors explain, Qataris ‘seem to engage
in association life primarily in order to seek their private advantage and interact with
like-minded individuals, ends that serve exactly to reinforce rather than challenge the
established social and political system’ (Gengler and Tessler 2011, p. 13).
Crystal (2011) explains, ‘In 2004 the government did issue a new labour law, giving
Qataris the right to form trade unions and engage in collective bargaining (including
the right to strike)’ (p. 183). But The General Union of Workers of Qatar has a limited
scope of action and is forbidden from affiliating with groups outside the country.
Labour laws also offer little protection to non-citizens, as there is no minimum wage
and employment for foreigners in Qatar is dependent on getting sponsorship from a
Qatari national. This system has opened up the doors for human rights abuses, as
illustrated in the case of Nepalese workers constructing World Cup sites, and whose
abysmal working conditions have been linked with a high rate of deaths in their ranks.
The sponsorship system is also open to abuse by mediators who recruit foreign nationals
on commission, or who manipulate the law to take advantage of vulnerable foreign
workers. Global Integrity has reported in 2009 that there have been cover-ups of
incidents of worker abuse in order to maintain a good image of Qatar abroad and of
influential families. The US State Department also reports in 2011:
expats are ineligible to form worker committees and can only be members of joint
labor-management committees. Government employees cannot join the union. There
are strict conditions on workers’ strikes, making such collective action unlikely. A strike
must be approved by ¾ of the company’s workers committee, and the Labor Department
must rule on all industrial disputes before a strike may be called. On 23 September 2010,
90 expat laborers began a strike protesting a 35% pay cut in violation of their contracts.
All strike participants were arrested and deported. Those employees who had worked
less than two years for the company in question, al-Badar Construction, were required
to pay for their return tickets home.

At the same time, ‘The right to peaceful public assembly is restricted. Public demonstrations… are banned. Permission is still required for public gatherings and demons61

trations, and the government grants these reluctantly’ (Crystal 2011, p. 183). Among
the migrant communities, demands for reform or participation in protests are therefore
rare as foreign workers are concerned about retaining their residency and jobs (Barany
2013). Although Al Jazeera has gained a reputation as a daring news outlet, Qatari law
restricts press freedom. For example, the 2002 media law states that journalists can be
punished for ‘criticizing friendly governments’ (Barany 2013, p. 28). Despite the lifting
of formal censorship in 1995, self-censorship in the media is regular practice. Al Jazeera
refrains from criticizing Qatari affairs, and has since 2011 been put under the
directorship of a member of Al Thani (Crystal 2011). While the seven daily newspapers
in Qatar are not state owned, they are owned by members of the royal family or have
close ties to the government. Foreign newspapers and magazines brought into Qatar
are subject to censorship, as is internet usage for political and religious content (US
Department of State 2011).
There are also indirect restrictions on reporting on corruption due to social
conditions and the absence of a legal framework that can enable this reporting.
According to Global Integrity 2009, the civil service has experienced an increasing
independence since the government introduced a law in 2007 providing civil sector
employees with the possibility to bring their grievances to court. The new law regulates
the Administrative Court to resolve disputes between government bodies and citizens.
Nevertheless, the report notes that very few would file complaints as undefined barriers
built by societal stigmas impose self-censorship on public sector employees; these
include reporting on corruption or inefficiencies.
There are no laws to protect whistle blowers, no anti-corruption watchdog, and no
non-governmental anti-corruption initiatives, since Law 12 of 2004 makes it illegal for
civil society organizations to focus on fighting corruption (see Business Anti-Corruption
Portal 2013).

Summary and conclusions
The governance regime in Qatar is a solid neo-patrimonial, particularist one that
places citizens as clients in a rentier state. As such, Qatar’s system can be described as
falling under the ‘official moguls’ label in Michael Johnston’s typology of corruption.
Johnson writes that in countries labelled as such, ‘institutions are very weak, politics
remains undemocratic or is opening up only slowly, but the economy is being liberalized
at least to a degree. Civil society is weak or non-existent. Opportunities for enrichment
and new risks for the already wealthy abound - but political power is personal, and is
often used with impunity’ (Johnston 2005, p. 46). Centralization of power and topdown control, coupled with the disempowerment of sources of discontent, and the lack
of government elections, serve to keep the distribution of power in Qatar consistent.
However, unlike the case of most neo-patrimonial states, Qatari citizens report a high
degree of satisfaction and quality of life, driven by the state’s support of most of their
economic needs. Citizens appear to have comfort, but little personal or collective
agency. Another particularity is that despite the co-optation of the tribal system, tribes
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do constitute a form of checking on the Emir’s authority, whose desire for political
stability drives him to keep the tribes satisfied.
Informal networks, mainly based on tribal relations, permeate state institutions and
associational life. Public procurement is not transparent and is reliant on social
connections. But there are no mechanisms to prevent this as accountability and the
rule of law are mostly dependent on who is the point of focus: The ruling family is
above the law, as there are no accountability procedures, neither political (no elections)
nor economic that apply to it. Public information about state institutions, including
anti-corruption organizations, is largely absent, and the media refrain from reporting
on corruption due to self-censorship as well as to their close ties to the government.
Meanwhile, civil society organizations are prevented from engaging in anti-corruption
activities, while they are themselves not independent from the state. Citizens are
disempowered and lack interest in political participation, and state hand-outs ensure
they refrain from voicing demands for reform. Migrants, on the other hand, are too
scared to speak up about corruption or human rights abuses due to their complete
dependence on Qatari job sponsorship. The Qatari judiciary may operate efficiently,
but judges discriminate against foreigners and judges are not fully independent, as they
are appointed by the Emir. Western countries have been largely silent about the
shortcomings of the governance regime in Qatar because of their political, economic,
and security interests that are invested in the regime and its stability.
Despite those factors, Qatar has engaged in more reforms to fight corruption than
other countries in the Middle East and North Africa, and its success can be attributed
to making economic bureaucracies efficient, eliminating the temptation to engage in
petty corruption. Its liberalization of the economy has also forced it to adhere to
international standards in order to attract foreign investors and traders. There has been
a move to better governance in Qatar as demonstrated by the Emir’s control of access
to Treasury money by the royal family, the facilitations offered to businesses, and the
increased exposure to global markets with strict anti-corruption requirements, which
has forced Qatar to adhere to certain international standards. However, the reforms
remain strictly top-down measures directed by the government, and exclude the ruling
family and people in the business community with close ties to the government. As
such, no matter the position of Qatar in anti-corruption indicators, ‘good governance’
in Qatar remains partial, not universal. In addition, good governance is about more
than anti-corruption measures alone, and the principles of good governance
(transparency, accountability, equality, etc.) are largely missing in Qatar. Although
Qatar has the potential to evolve into having an open economic system, this
transformation is constrained by its political and social milieu. Only when meaningful
political reform and social change occur in Qatar can the country be seen as able to
formulate comprehensive anti-corruption policies that are implemented transparently.
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Methodological implications for anti-corruption measurement
There are four main lessons that can be drawn from this study. First, an examination
of the structures and mechanisms of the governance regime in Qatar is needed to reveal
the complexities and contradictions that seem to be missed by international anticorruption indices. Such indices focus on what is known and on actors within the law,
but it is difficult to objectively measure performances and practices of entities that place
themselves above the law. The high level of legal cases settled out of court for example
hides the real degree of engagement in corruption by members of the royal family, and
that is not to mention the incidents of corruption that never make it to court due to
personal and social connections and institutionalized favouritism.
Second, the analysis in this case study suggests that the methodology used in the
corruption indices is likely to have a biased impact on scores. Transparency International’s
CPI, the WGI, and the GCI - which have rated Qatar highly in terms of anti-corruption
measures - all partially rely on surveys or interviews with respondents from the resident
business community who are asked about their perceptions rather than about incountry practices. The WGI also includes subjective assessments from non-governmental
organizations and public sector bodies. However, as this study has shown, in the case
of Qatar, the former are not independent from government influence and the latter are
controlled by the ruling family. Qataris are bound by social ties and concerns about
security and stability and foreign residents live in fear of deportation for speaking up,
in the absence of laws that guarantee their human rights. The three indices’ focus on
respondents from the economic sector, which has been bureaucratized effectively, has
also meant overlooking corruption within the political system.
As such, the context in which information for those three indices is gathered casts
a shadow of doubt over the validity of the scores. A case in point is revealed by looking
at measures of independence of the judiciary as revealed by those indicators, compared
with results from the Human Rights Dataset, which relies on Amnesty International
reports and the State Department’s Country Reports on Human Practices - i.e.,
indicators of practice rather than perception - as sources.
Third, the analysis reveals that the specific indicators conventionally used to measure
anti-corruption are incomplete, due to nuances not covered by those indicators. In
their approach to what constitutes corruption, anti-corruption indices focus on bribery
but miss measuring social allocation. Therefore, particular questions need to be asked
to get a fuller picture of corruption and anti-corruption in Qatar, although answers to
those questions are difficult to obtain because of Qatar’s opaque governance system.
Those questions include:
1. Is there public information about public expenditure? How transparent is
public procurement? Unfortunately, there is little public information about
this issue beyond anecdotal evidence.
2. Where do sources of information on corruption come from? Is there a freedom
of information act? In the case of Qatar, information mostly comes from the
government and the media are not free to report on corruption.
64

3.

Where do anti-corruption initiatives come from? Are there any non-governmental anti-corruption initiatives? In the case of Qatar, all initiatives come
from the government, which suggests lack of validity.
4. Is there a monitoring and accountability framework so that people know what
is going on in their government? As Francis Fukuyama has argued, if one cannot
measure, one cannot hold the government accountable, but it is often hard to
measure the performance of government services (Fukuyama 2004). In Qatar,
there is no watchdog to measure government performance and hold it accountable.
5. How independent is civil society? In Qatar, civil society is not independent.
6. How is corruption defined? In Qatar, corruption seems to be narrowly defined
as being about bribes, while social connections linked with privileged allocation
are widely accepted.
Finally, current governance indicators focus on measures related to the scope of state
functions, but they miss measuring the strength of state institutions and state capacity.
Fukuyama defines the scope of state activity as the different functions of the state, and
state institution strength as the ‘ability of states to plan and execute policies, and to
enforce laws cleanly and transparently’ (Fukuyama 2004, p. 22). He argues that in order
to implement measures like business regulation, functioning court systems, and service
delivery, states need to have capacity, such as the availability of money, people, education,
and an efficient organizational culture. Within the latter, he points out that policymakers
should be separate from policy implementers. As this analysis has revealed, while the
Qatari state has the wealth and the bureaucracy, it lacks the human capacity and instead
relies on foreign workers who work under great constraints, in addition to not investing
in an indigenous highly skilled work force, and to having an organizational culture
dominated by the ruling family and permeated by informal networks at all levels.
Qatar’s state institutions may appear strong (and have indeed often been characterized
as such) because of certain bureaucracies in place, but they lack important components
of state capacity. The indicators therefore miss the weakness of Qatar’s state institutions,
and therefore the ‘missing link’ between Qatar’s high ranking regarding anti-corruption
and the context of its governance regime.
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5. Are EU funds a Corruption Risk?
The Impact of EU Funds on Grand Corruption
in Central and Eastern Europe
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JIRÍ
LAWRENCE PETER KING

It is hard to miss the ‘buzz’ around how extensively corruption affects the spending
of European Union (EU) funds across many new and old member states: Italian
mafia hijacking highway projects, or the European Commission freezing Structural
Funds payments in countries such as Romania, Bulgaria, or Hungary. Some of
these cases point at the involvement of high-level politics and organised criminal
groups, raising the possibility that the EU in fact extensively finances large-scale
corruption in a number of countries. EU funds constitute a considerable part of
GDP in many member states, especially in Central and Eastern Europe (CEE)
where it amounts to 1.9-4.4% of annual member state GDPs (KPMG 2012) and
well above 50% of public investment. Even if only a fraction of these amounts
is impacted by corruption, the negative effects are likely to be considerable in
terms of misinvestment and distorted economic incentives, jeopardizing regional
convergence. If corruption in EU funds spending is connected to high-level
politics and organised crime, ramifications are more severe, impacting political
competition, democracy, and eventually social welfare.
Given high level of perception of corruption risks in EU funds spending, especially
in CEE, the large sums involved, and the potential negative consequences, this chapter
sets out to explore the impact of EU funds spending on institutionalised grand
corruption in CEE.
It focuses on three new EU member states: Czech Republic, Hungary, and Slovakia
throughout 2009-12. These three EU member states represent different levels of wealth
and development trajectories. Their political institutions differ considerably with
Hungary lately displaying increasingly authoritarian characteristics and generally failing
to tackle corruption; Slovakia making some progress towards clean government albeit
with question marks, and Czech Republic being one of the good performers of CEE
while displaying some signs of a deteriorating situation. In spite of differences, these
countries share a broadly similar post-communist heritage and a relatively homogenous
regulatory framework defined by the EU.
2009-12 constitutes a turbulent period with the global economic crisis unfolding
and turning into a sovereign debt crisis in Europe, with the three countries being
affected in different ways. There was at least one general election in 2009-12 in each
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of these countries. This turbulent environment provides the perfect setting for testing
the robustness of our theory in different political and economic contexts.
EU funds are spent in various forms, which makes it impossible to arrive at a blanket
assessment. Therefore, this analysis only looks at public procurement spending by
public or semi-public organisations (e.g. state owned enterprises) financed from
EU funds, which predominantly means the use of Cohesion and Structural Funds.
The advantage of this approach is that we can compare projects which are similar in
most respects apart from the source of financing. Moreover, there is exceptionally
good data available on public procurement spending in all three countries on the level
of individual contracts for the period. Our approach is a major departure from prior
studies in this area, as it utilizes a large-scale micro-level quantitative database, which
allows for unearthing a rich detailed picture on the level of individual actors while also
being broad enough to evaluate whole systems of governance.

1. Previous work
In spite of the considerable public and policy interest in corruption risks in EU funds
spending, there is remarkably little scientific work on the question to date. Looking
into the broader discussion, there are two potential sources of theoretical underpinning:
the broad economic, sociological, and political science literature on aid dependence
and the Europeanization literature in political science. These offer no unambiguous
theoretical expectation on whether and how EU funds contribute to the quality
of institutions and impact corruption. Rather, what we find is a set of conflicting
predictions and mechanisms which need empirical evaluation.
The literature looking at the effect of development aid on quality of institutions
and corruption is vast; however, it can be applied to the context of CEE countries
and EU funds only with caution due to the differing contexts and funding volumes
(i.e. EU funding amounts to 3-4% of recipient countries’ GDP whereas many
developing countries receive aid more than 10% of GDP). Nevertheless, according
to this literature, foreign aid can have a positive effect on governance by providing
clear policy goals of improving the civil service and helping countries to overcome
the lack of resources for state building (Knack 2001). However, development aid
can also destroy institutions and impede state building in a similar way as natural
resources can (Djankov, Montalvo and Reynal-Querol 2008). Development aid can
weaken accountability and the development of civil society by breaking the link
between domestic revenues (i.e. taxation) and government services. It can also directly
destruct domestic administrative capacity by reallocating talented bureaucrats from
domestic institutions to aid organisations and by providing additional organisational
goals potentially increasing institutional fragmentation. Probably most importantly,
development aid increases the pool of public resources available for rent seeking which
can mean more corruption in countries with low control of it (Bräutigam 2000). While
these causal pathways may work differently in the CEE context, the above arguments
may still account for a large part of the mechanisms linking EU funds to corruption
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in the region. Combining these insights with scholarship specific to CEE and EU
governance leads to more robust theoretical underpinnings.
In the literature on the process of Europeanization, few would debate that the
EU contributed to institution building and improvement of governance in CEE
countries throughout the accession process (Epstein and Sedelmeier 2009). The EU
provided the highly popular goal of accession for CEE governments and guidance on
which institutional improvements should be implemented to reach this goal albeit with
varying clarity (Meyer-Sahling 2011). These resulted in a wealth of reforms of public
administration, democratic checks and balances, or financial management. However,
many authors expressed concerns that CEE countries reversed a range of reforms
after accession and left many EU-supported and/or requested new rules as ‘empty
shells’ (Epstein and Sedelmeier 2009; Mungiu-Pippidi 2007). These concerns stem
from the EU’s diminishing leverage to keep new member states in line with principles
of good government and the perception that many pre-accession reforms have not
become embedded in domestic law or administrative activity. Many of these reforms
were either ‘implemented’ only on paper or created islands of excellence isolated from
the rest of public administration (Goetz 2001).
Similarly to the literature on aid dependency, the Europeanization literature delivers
good reasons for believing that EU funds advance good government. First, one of
the most important remaining post-accession tools in Brussels for disciplining new
member states is the promise of allocating or the threat of withdrawing EU fund
(Epstein and Sedelmeier 2009) which should motivate recipient countries to manage
funds well. Second, the disbursement of EU funds is more heavily regulated, making
corruption more costly. Heavy administrative and regulatory requirements can also
contribute to higher administrative capacity in the recipient organisations as they often
have to invest in their capacities to be able to receive and manage EU funds. Third,
extensive monitoring and controls of EU funds in addition to the usual national audit
frameworks make detection and punishment of corruption more likely (European
Commission 2003; European Court of Auditors 2012, 2013). Moreover, the European
Court of Justice represents an additional venue for judicial review, making the capture
of domestic courts a less effective way of avoiding punishment for corruption.
Similar to the development aid literature, Europeanization literature also delivers
arguments stating that external funding such as EU funds in CEE deteriorate the
quality of government and increase corruption for at least three reasons. First, EU
Cohesion and Structural Funds are spent on investment projects where public discretion
is high. From the wider literature, it is clear that discretionary spending is more likely
to involve corruption than non-discretionary spending such as pensions (Mauro 1998;
Tanzi and Davoodi 2001). Second, EU funding provides a large additional pool of
public resources for rent extraction. Hence, all else being equal, EU funds add to the
pool of particularistically allocated public resources (Mungiu-Pippidi 2013). Third, EU
funds, like external funding in developing countries, weaken the link between domestic
civil society, taxation, and policy performance.
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In addition to the broader arguments above, preliminary evidence from Hungary
(Fazekas, Tóth and King 2013c) and Romania (Dimulescu, Pop and Doroftei 2013)
suggests that corruption in EU funds reaches up to high-level politicians. Therefore, it
is conceivable that EU funds, in fact, fuel high-level corruption networks which can
simultaneously control business and political positions. This implies that EU funding
keeps corrupt elites in power rather than promoting integrity.
From the above discussion, the following hypotheses result:
on the one hand,
H0: EU funds decrease institutionalised grand corruption in CEE,
on the other hand:
HA: EU funds increase institutionalised grand corruption in CEE.
In the context of public procurement, institutionalised grand corruption refers
to the allocation and performance of public procurement contracts by bending prior
explicit rules and principles of good public procurement in order to benefit a closed
network while denying access to all others (Mungiu-Pippidi 2006; North, Wallis and
Weingast 2009; Rothstein and Teorell 2008).
While causal mechanisms cannot be tested one by one in detail, two major effects
can be identified and hence will be tested separately: 1) the effect of additional resources
represented by EU funding; and 2) the effect of different monitoring and incentive
structures attached to EU funding.

2. Data and variables
2.1. Data sources

The database derives from public procurement announcements from 200912 in Czech Republic, Hungary, and Slovakia (this database is called the Public
Procurement Comparative database, referred to as the PPC henceforth). The data
represent a complete database of all public procurement procedures conducted under
national public procurement laws. The PPC contains variables appearing in 1) calls for
tenders, 2) contract award notices, 3) contract modification notices, and 4) administrative
corrections notices. Not all announcements are available for every procedure, meaning
that we have information on contract award notices for all procedures. All the countries’
public procurement legislation is within the framework of the EU Public Procurement
Directive and hence is, by and large, comparable. Utilization of certain regulatory tools
is different, nevertheless, which provides useful variability for later analysis.
The data derives from official government online sources in each country
(Table 1). As there is no readily available database, we used a crawler algorithm to
capture every announcement available online. Then, applying a complex automatic
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and manual text mining strategy, we created a structured database, which contains variables
with well-defined categories. As the original texts available online contain a range of
errors, inconsistencies, and omissions, we applied several correction measures to arrive at
a database of sufficient quality for scientific research1. For a full description of database
development, see Soudek and Skuhrovec (2013) on the Czech Republic, Fazekas and Tóth
(2012a, 2012b) on Hungary, and Transparency International Slovakia (2009) on Slovakia.
Table 1. Primary sources of public procurement data and minimum thresholds.

Country

Source of PPC data

URL

Minimum
thresholds (EUR)1

Czech Republic

Ministerstvo pro
místnírozvoj ČR

http://www.isvzus.cz/usisvz/

39,000

Hungary

KözbeszerzésiÉrtesítő

http://www.kozbeszerzes.hu/

27,300

Slovakia

Úrad pre
verejnéobstarávanie

http://www.uvo.gov.sk/sk/
evestnik

30,000

The resulting database describes at the micro-level a considerable proportion of
GDPs and public spending in these three countries (Table 2). In spite of the relative
similarity of thresholds for applying national public procurement laws, the three
countries have very different proportions of transparent public procurement spending
to total GDP. On the one hand, this is due to the use of exceptions, most notably in
Hungary, and announcing contract awards in the official journal even if they would
fall outside the remit of the law, most typically in the Czech Republic. On the other
hand, this is due to the different total amounts spent on public procurement in the
three countries whereby Hungary spends the least.
Table 2. Main statistics of the analysed data by country, total public procurement spending, 2009-2012.

Czech Republic

Slovakia

Hungary

Total

Total number of contracts awarded
(with valid contract value)

46945

20841

51231

119017

Total number of unique winners

11015

4912

10739

26666

Total number of unique issuers

5838

2069

5171

13078

Combined value of awarded contracts (million EUR)*

41591

22947

12514

77052

Combined value of awarded contracts (% GDP)**

6.90%

8.50%

3.20%

6.10%

Notes: * Exchanged into EUR using average monthly exchange rate of the contract award, not corrected for inflation;
** GDP figures are from Eurostat (GDP at market prices).
Source: PPC.
1

For example, contract award announcements and calls for tenders are directly linked through a unique procedure ID in the Czech Republic only. Whereas in Hungary and Slovakia, the announcements refer to each
other in varying formats making our linking procedure imperfect.
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2.2. Variables used in the analysis
i. EU funds use

The spending of EU funds in public procurement can be directly identified in
each contract award announcement which records the use or non-use of EU funds
along with the reference to the corresponding EU program (this latter information will
only be used at a later research stage as it requires text mining procedures for precise
program identification). However, no information is published as to the proportion
of EU funding within the total contract value. Hence, we had to employ a simplistic
yes-no categorisation of each contract awarded. In most cases, regulation allows for
the EU contribution to cover 80-95% of total investment. Data from large investment
projects indicate that EU funds amount to the majority of project costs if EU funding
is involved. Our approach nevertheless implies that throughout this paper, EU funding
figures also include some national co-financing of between 5-20%.
Contrary to popular perceptions, public procurement from EU funds does not fall
under a different procedural regime. The same procurement rules and thresholds apply
regardless of funding source. Common national and European public procurement
legal frameworks warrant a meaningful comparison between EU funded and
non-EU funded public procurement procedures. The crucial difference between
procurement procedures funded from EU funds and by national governments lies in
additional monitoring and controls and different motivation structures associated with
spending EU funds.
The three countries have made use of EU funding in their procurement spending
to varying degrees with Hungary spending most extensively (Figure 1).
Figure 1. Proportion of contract value making use of EU funding to total contract value,
2009-12, by country (% of total contracted value*, 3-month rolling averages).

Notes: * contract values are converted to EUR using the average exchange rate of the month of contract award, and
they are corrected for inflation differentials across the 3 countries. Values are in 2009 Slovak EUR.
Source: PPC
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ii. Indicators of institutionalised grand corruption
Developing comparative indicators of institutionalised grand corruption in public
procurement for all three countries represents the primary methodological innovation of
this article. The approach follows closely the composite indicator building methodology
developed by the authors (Fazekas, Tóth and King 2013a) making use of a wide range
of public procurement ‘red flags’.
The measurement approach exploits the fact that for institutionalised grand corruption to work, procurement contracts have to be awarded recurrently to companies
belonging to the corrupt network. This can only be achieved, if legally prescribed rules
of competition and openness are circumvented. By implication, it is possible to identify
the input side of the corruption process, that is techniques used for limiting competition
(e.g. leaving too little time for bidders to submit their bids), and also the output side of
corruption, that is signs of limited competition: single bid received and recurrent contract
award to the same company. By measuring the degree of unfair restriction of competition
in public procurement, a proxy indicator of corruption can be obtained. This indicator,
called Corruption Risk Index (CRI) represents the probability of particularistic
contract award and delivery in public procurement falling between 0 and 1. The
variables describing the input side of the corruption process in public procurement, that
is elementary corruption techniques, are reported in Table 3.
Table 3. Summary of elementary corruption risk indicators.

Proc. phase

Indicator name

Indicator values

1=1 bid received
Single bidder contract (valid/received) 0=more than 1 bid received
Call for tenders not
published in official
journal

1=NO call for tender published in official
journal

availability
CZ HU SK
x

x

x

x

x

x

x

x

x

x

x

x

x

0=call for tender published in official journal
0 =open procedure
1=invitation/restricted procedure

submission

Procedure type

2=negotiation procedure
3=other/framework procedures
4=outside PP law
5=missing/erroneous procedure type

Call for tender
modification
Length submission
period
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1=modified call for tenders
0=NOT modified call for tenders
Number of days between the publication of
call for tenders and the submission deadline
(for short submission periods weekends are
deducted)

x

assessment

overall

Number of evaluation criteria

number of distinct evaluation criteria (separate rows)

x

x

Length of decision
period

number of days between submission deadline
and announcing contract award

x

x

x

winner contract
share

12-month total contract value of winner /
12-month total awarded contract value (by
issuer)

x

x

x

8

8

6

Number of components
Source: PPC.

Component weights are assigned to elementary corruption risk indicators (CRI)
using a set of regressions directly modelling corrupt rent extraction in public procurement
(Table 4 and Table 5). In these regressions, two likely corrupt outcomes of the corruption
process: 1) single bidder contracts and 2) winner’s share of issuer’s contracts are
regressed on elementary corruption risk indicators (Table 3) and variables controlling
for alternative explanations:
 low administrative capacity: number of employees of the issuer,
 institutional endowments: type of issuer,
 market specificities: CPV division of products procured (2 digit level),
 number of competitors on the market: number of unique winners throughout
2009-12 on CPV level-3 product group (4 digit level) and NUTS-1 geographic
region,
 contract size and length, and
 regulatory changes: year of contract award;
and using a restricted sample in order for the regressions to adequately fit a corrupt
rent extraction logic as opposed to market specificities or inexperience with public
procurement:
 markets with at least 3 unique winners throughout 2009-2012 for markets
defined by cpv (level 3) and nuts (level 1) categories for each country; and
 issuers awarding at least 3 contracts in the 12 months period prior to the
contract award in question.
For continuous variables such as the length of submission period, thresholds had to
be identified in order to reflect the non-linear character of corruption. This was done
using statistical techniques, in particular analysing the residual distributions.
Regression results indicate that there is considerable market access restriction, hence
likely institutionalised grand corruption, going on in all three countries during the
2009-12 period, by and large following the same techniques and ‘tricks’ (Table 4
and Table 5). These results on their own demonstrate that corruption is systemic
in public procurement in these countries. Arriving at robust regression models with
considerable explanatory power by using the same regression set-up and variables point
at the feasibility of cross-country measurement.
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While there is not enough space to discuss each variable in detail, some examples
show the logic of analysis and our approach to interpretation. In the Czech Republic,
the modification of the call for tenders is associated with a 0.6% higher probability of
receiving a single bid and with a 1.5% higher winner’s contract share. Both results point
at a likely interpretation that modifying call for tenders during the bidding phase is
systematically used for restricting access and recurrently benefiting the same company.
This result warrants that the modification of call for tenders will be part of the Czech CRI.
In Slovakia, not publishing the call for tenders in the official journal is associated with
9.0% higher probability of a single bidder contract award and a 1.3% higher winner’s
contract share. Both results suggest that avoiding the transparent and easily accessible
publication of a new tender can typically be used for limiting competition to recurrently
benefit a particular company. This implies that call for tenders not published in the
official journal becomes part of the Slovak CRI. In Hungary, leaving only 5 or fewer
days, inclusive the weekend, for bidders to submit their bids is associated with 20%
higher probability of a single bidder contract and with a 7.9% higher winner’s contract
share compared to periods longer than 20 calendar days. These indicate that extremely
short submission periods are often used for limiting competition and awarding contracts
recurrently to the same company. Once again, this provides sufficient grounds for
including this category in the Hungarian CRI.
Following this logic, only those variables and variable categories are included in CRI
which are in line with rent extraction logic and proven to be significant and powerful
predictors in at least one of the two regressions for each country.

76

Table 4. Binary logistic regression results on contract level, 2009-12, by country,
average marginal effects, for markets where nr. of winners >=3.

Note: * p<0.05; ** p<0.01; *** p<0.001; clustered standard errors clustered by issuer for P(Fisher), Monte Carlo
random permutation simulations for P(permute) (200 permutations) using Stata 12.0.
Source: PPC.
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Table 5. Ordinary least squares regression results on contract level, 2009-12, by country,
average marginal effects, for markets where nr. of winners >=3.

Note: * p<0.05; ** p<0.01; *** p<0.001; clustered standard errors clustered by issuer for P(Fisher), Monte Carlo
random permutation simulations for P(permute) (200 permutations) using Stata 12.0.
Source: PPC.

Once the list of elementary corruption risk indicators is determined with the help
of the above regressions, each of the variables and their categories receive a component
weight (Table 6). As we lack the detailed knowledge of which elementary corruption
technique is a necessary or sufficient condition for corruption to occur, we assign equal
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weight to each variable and the sizes of regression coefficients are only used to determine
the weights within variables. For example, if there are four significant categories of a
variable, then they would get weights 1, 0.75, 0.5, and 0.25 reflecting category ranking
according to coefficient sizes. The component weights are normed so that the observed
CRI falls between 0 and 1.
The strength of this composite indicator approach is that the individual components
of CRI are vulnerable to changes in regulation, competitive environment, or elite
power balance on their own, but taken together they are a more robust proxy of legal
corruption over time.
In an international comparative perspective, a further strength of CRI is that it
balances national specificities with international comparability. On the one hand,
it provides a comparative indicator in as much as the logic of indicator building and
the underlying indicators are the same in each country (of course, as much as data
availability permits, further work is in progress). On the other hand, component
weights and variable category thresholds (e.g. the definition of accelerated procedure
in terms of submission period length differs by country and year) reflect the different
national contexts. The same overall scale of country level CRI (i.e. 0-1) lends some
meaning to the ‘which country is more corrupt’ question; nevertheless, the primary
purpose of the measurement exercise is to go beyond simplistic understandings of
corruption and explore the structure of corruption within each context.
Table 6. Component weights of CRI reflecting variable and category impact
on corruption outcomes, normed to have an overall sum of 1.

Czech Republic

Slovakia

variable

weight variable

single bid

0.16

Hungary
weight

variable

weight

single bid

0.17

single bid

0.15

NO call for tenders
published in o. jour- 0.16
nal*

NO call for tenders published in
o. journal*

0.17

NO call for tenders
0.15
published in o. journal*

Procedure type

Procedure type

Procedure type

open

0

open

0

open

0

invitation

0

invitation

0.06

invitation

0.11

negotiation

0.16

negotiation

0.17

negotiation

0.07

outside pp law

0

other/framework

0.11

other

0.15

other/missing/error

0

outside pp law

0

missing/error

0.04

missing/error

0

Modification of
call for tenders

n.a.

Modification of call for
tenders

0

Modification of call
for tenders

0.16

Length of submission period

Length of submission
period

Length of submission period***

s.period>55**

s.period>25

s.period>20

0

0

0
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47<s.period<=55

0.08

14<s.period<=25

0.17

17<s.period<=20

0.04

43<s.period<=47

0.16

s.period<=14

0.08

5<s.period<=14

0.11

38<s.period<=43

0.12

missing

0

0<s.period<=5 (incl.
weekend)

0.15

27<s.period<=38

0.04

missing

0.07

0<s.period<=27

0.04

missing

0

Number of assessment criteria

Number of assessn.a.
ment criteria

Number of assessment criteria

nr.of criteria=0

0

nr.of criteria=0

0.05

0<nr.of criteria<=2

0

0<nr.of criteria<=2

0.1

2<nr.of criteria<=8

0

2<nr.of criteria<=4

0

8<nr.of criteria

0.16

4<nr.of criteria

0.15

missing

0

missing

0

Length of decision period

Length of decision period

Length of decision period

0<dec.period<=54

0.16

0<dec.period<=62

0.17

0<dec.period<=32

0.1

54<dec.period<=67

0.12

62<dec.period<=120

0

32<dec.
period<=44

0.05

67<dec.period<=100

0.08

120<dec.period<=227

0.04

44<dec.period<=182

0

100<dec.period<=113 0.04

227<dec.period<=322

0.08

182<dec.
period

0.15

113<dec.period<=201 0

322<dec.period

0.13

missing

0

201<dec.period

0.08

missing

0

missing

0.12

Winner contract
share

0.16

Winner contract
share

0.17

Winner
contract
share

0.15

Note: * for procedures with missing call for tenders, component weights are proportionately increased to account for
missing information on variables: 1) modification of call for tenders; 2) length of submission period; and 3) length
of decision period.
** for invitation procedures: submission period>31
*** exact thresholds deviate from the given numbers depending on the year and procedure type, for full description
see (Fazekas, Tóth and King 2013b)
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3. Corruption risks and particularistic allocation of EU funding
EU funds can exert influence on institutionalised grand corruption in CEE countries
in two principal ways: first, by providing additional funding for public investment
hence increasing the pool of potential rents to extract; second, by changing
the motivation structure and constraints of corrupt networks. Motivations and
constraints of corruption are different for EU Structural and Cohesion Funds because
monitoring may be more intense and thorough, and because national accountability
mechanisms may work in a different way when funding comes from outside. The first
approach focuses attention on increased amount of spending, whereas the second on
the different motivations for and controls of corruption.
The prevalence of corruption and changes in it are approximated by calculating the
expected value of public funds allocated in a particularistic way, where the expected
value is calculated by relying on standard expected value theory:
Expected total value of particularistic resource allocation (EUR) =
probability of corruption (%) * total value spent (EUR)
where the probability of corruption to occur is measured by CRI. This value captures
the amount of resources allocated in a particularistic way which, by no means, equates
with the value of corruption rents extracted or cost of corruption. Rather, it implies the
overall value of public funds most likely available for rent extraction, while this rent very
much depends on the profitability and cost structure of benefiting companies (e.g. even
in a very corrupt road construction project, something must be built which costs at least
some amount to the contractor). The total social cost of corruption is composed of many
components of which corruption rent is only one, and perhaps not even the biggest.
Imagine, for example the misallocation of public investment to high corruption rent, but
low social return projects such as barely used stadiums, which are expensive to maintain.
3.1. Corruption risks of spending more

Institutionalised grand corruption thrives on public resources, especially on public
resources whose allocation can be influenced to benefit a small circle of businessmen
and politicians without restraint (Soreide 2002). Hence, by increasing the overall value
of public procurement spending, corruption risks and corrupt rent extraction increase,
unless they are offset by more stringent controls of corruption. This section estimates the
increase in corruption risks due to increased spending only, while holding motivations
and controls, that is average corruption risks, constant.
As EU regulation prescribes that EU Structural and Cohesion Funds should represent
additional spending rather than substituting national spending (European Council
2006), we assumed 100% additionality, including national co-financing. This means
that every Euro of EU funding spent in public procurement is considered to come on
top of nationally funded public procurement.
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For calculating the expected value of particularistic resource allocation due
to additional public spending generated by EU funds (for simplicity: additional
particularistic resource allocation), CRI of EU funding has to be held constant at the
average CRI of nationally funded public procurement. This is for separating the effect
of additional spending from the effect of different motivations for and controls of
corruption. Hence, the following formula was used:
Expected value of additional particularistic resource allocation EU =
probability of corruption national average * total value spent EU
Using this formula, the value of particularistic resource allocation due to
additional public spending generated by EU funds was between 0.9% and 1.8%
of national GDPs in 2009-12 in the three countries (Figure 2). Differences between
the three countries, by implication, are driven by the different (estimated) amounts of
EU funds spent through public procurement.
Figure 2. Estimated value of national and EU funded public procurement disbursed
in a particularistic way, by country, % of 2009-12 total GDP.

Source: PPC.

3.2. Corruption risks of spending differently

While additional public resources available for discretionary allocation have
considerably increased the prevalence of corruption in the Czech Republic, Hungary,
and Slovakia, it is possible that such additional corruption is counterbalanced by more
stringent regulation, monitoring, and transparency. If such controls are effective, overall
corruption risks would not increase at all or would increase only slightly. In order to check
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the effectiveness of EU and national institutional frameworks to control corruption of the
additional resources, we compare corruption risks (CRI) in public procurement from EU
and non-EU funding. Furthermore, the defining aspects of corruption risk differentials
are also explored in detail in order to develop policy recommendations.
i. Corruption risks in EU and non-EU funded procurement procedures
In order to identify the causal impact of EU funding on corruption risks, EU and
non-EU funded procurement procedures are compared which are as similar in every
major respect as possible except for the funding source. As EU funding is not randomly
assigned to procurement procedures, we have to rely on state-of-the-art statistical
methods to select similar procedures, that is constructing the treatment (EU funding)
and control groups (no EU funding). Therefore, first, we show a baseline comparison
of CRI between EU and non-EU funded procedures in the three countries; second,
we employ propensity score matching.
EU and non-EU funded procurement procedures’ CRIs are compared within each
country. In Hungary, two alternative comparisons are made: one using a comparative
CRI (henceforth hu(comparative)), and another one using a CRI composed of a wider
set of indicators (henceforth hu(extended) (for a full description see: Fazekas et al.
2013a). The reason for also including the extended CRI for Hungary is that it paints a
richer picture of the driving forces behind the corruption risks of EU funding.
A simple comparison of average CRI scores within each country suggests that
EU funded procurement carries higher corruption risks than nationally funded
procurement in the Czech Republic and Hungary, while it carries lower corruption
risks in Slovakia (Table 7). However, these comparisons may very well be biased as
EU and non-EU funded projects could be fundamentally different. For example, if
EU funded projects are larger and more complex, then comparisons are inadequate.
Table 7. Naïve comparison of EU and non-EU funded procedures’ CRI, 2009-12, by country.

cz

sk

hu (comparative) hu (extended)

non-EU funded

0.36

0.522

0.291

0.251

EU funded

0.369

0.421

0.31

0.289

Difference (non-EU - EU
-0.009
funded)

0.101

-0.019

-0.038

95% c.interval-lower bound

-0.014

0.092

-0.023

-0.041

95% c.interval-upper bound

-0.005

0.11

-0.015

-0.035

N non-EU funded

26975

14159

25437

25460

N EU-funded

12470

2827

13698

13711

Source: PPC.
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The propensity score matching technique employed attempts to select procedures
as similar as possible in terms of 1) the main market of procured goods and services; 2)
log value of contract; and 3) contract length, as corruption risks can be very different
for procurement procedures on different markets and of different sizes or complexities.
Propensity score matching, taking into account confounding factors, reveals a
similar picture as above, albeit one different in effect magnitudes (Figure 3). The
negative effect of EU funding on worsening corruption, has stayed the same in the
Czech Republic, while it slightly decreased in Hungary. The positive effect in Slovakia
greatly diminished compared to the baseline. All the effects are statistically significant
at the 0.001 level. In the Czech Republic, EU funded projects have 0.011 or 3%
higher CRI compared to similar non-EU funded projects. In Slovakia, EU funded
projects have 0.065 or 13% lower CRI than similar non-EU funded projects. In
Hungary, EU funded projects have 0.01 or 3% higher CRI compared to similar
non-EU funded projects using the comparable CRI definition.
The effect on Hungarian extended CRI is a great deal larger than for the comparative
CRI: 0.022 or 8% higher CRI for EU funded projects than for comparable non-EU
funded projects. This suggests that with corruption risks may come factors associated
with the implementation phase such as contract modification (note that Hungary is
unique among the three countries in the mandatory publication of every contract
modification and contract fulfilment notice). As the differences in driving factors may
reveal additional findings, they are explored in the next section.
Figure 3. Average CRI scores of EU and non-EU funded public procurement procedures,
by country, 2009-12, Ncz=39320, Nsk=15760 Nhu=38862.

Note: Every within country difference is significant at p<0.001 level, standard errors obtained using Monte Carlo
random permutations (200 repetitions).
Source: PPC.
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In order to get a sense of how big these differences are, we calculated the expected
value of particularistic resource allocation due to different motivations and controls
of corruption associated with EU Funds (in short expected value of particularistic
resources of different source). We used the following formula:
Expected value of particularistic resources of different source EU =
(probability of corruption EU - probability of corruption national average )
* total value spent EU
Using this formula yields that in the Czech Republic, the increase in the expected
value of particularistic resource allocation due to higher corruption risks of EU funds
amounts to 158 million EUR or 0.03% of the total 2009-12 GDP. In Hungary, the same
figure is only 52 million EUR or 0.02% of total 2009-12 GDP. The difference in overall
values between the Czech Republic and Hungary are due to lower public procurement
spending in Hungary and slightly smaller average effect. In Slovakia, the expected value of
lower average corruption risks associated with EU funds translates into a 381 million
EUR or 0.23% of total 2009-12 GDP. While this positive effect appears very large in
comparison to the other two analysed countries, it must be borne in mind that Slovakia
seems to have a much higher overall prevalence of institutionalised grand corruption. This
improvement of 0.23% of GDP is only a small correction in comparison to the 1.84% of
GDP additional particularistic resource allocation (see Figure 2). Taken together, the overall
effect of EU funds spending in Slovakia is still considerably higher than in the two other
countries: 1.61% (1.84% minus 0.23%) as opposed to 0.94% (0.91% plus 0.03%) and
1.15% (1.13% plus 0.02%) for Czech Republic and Hungary, respectively.
Overall, effect sizes are dwarfed by the effect of additional amount of spending,
discussed in the previous section. This implies that the increasing corruption risks due
to higher amount of public resources allocated could not be offset by more stringent
controls of corruption. In spite of being designed for controlling fraud and misuse, the
EU’s monitoring system have failed to moderate increasing corruption risks in Hungary
and Czech Republic, while it only partially offset increasing risks in Slovakia. What is
most striking is that EU funds are of slightly higher corruption risks in Czech Republic
and Hungary than comparable nationally funded procurement procedures calling into
question the overall monitoring framework in place in these countries.
ii. Components driving corruption risk differentials
In order to identify the driving factors behind corruption risk differences between
EU and non-EU funded public procurement procedures, we performed binary logistic
regression with EU funds use on the left-hand side of the equation and corruption risk
components on the right-hand side of the equation, while also including the control
variables used for propensity score matching.
The comparison of elementary corruption risk indicators driving CRI differences
between EU and non-EU funded procurement procedures reveals a remarkably
consistent picture across the three countries (Table 8). First, EU funded procedures
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perform better in highly visible formally required aspects of procurement such as
publishing the call for tenders, using open procedure type, or allowing sufficient time
for bidders to bid. Second, less strictly regulated aspects such as period of time for
making an award decision, call for tender modification, or complexity of assessment
criteria represent consistently higher corruption risks for EU funded projects. Third,
the key dimension according to which EU funded projects are underperforming is
corruption risks associated with lack of competition: single bidder contract award
and winners’ contract share. The extensive efforts to make EU funded projects high
value for money through competition seem to be insufficient.
Taking into account the broader set of elementary corruption risk indicators in
Hungary alters the picture considerably. First, the detrimental corruption risk effect of
weak competition remains very strong. Second, the effects of procedure type, submission
period length, and decision period length have become insignificant or only weakly negative.
Third and most importantly, some less visible procurement corruption risk characteristics
take on a crucial role in increasing EU funds corruption risks: weight of non-price evaluation
criteria, length of eligibility criteria, and contract modification during delivery.
Table 8. Summary of driving factors of CRI differences between EU and non-EU funded projects, 2009-12.

variable/country

cz

sk

hu(comp)

hu(ext)

Winner contract share

++

++

++

++

Single bid

+

+

+

+

NO call for tenders published in o. journal

--

-

-

-

Procedure type

--

-/+

-

0

Length of submission period

--

--

--

-/0

Length of decision period

-/+

-/+

-/0

-/0

Modification of call for tenders

+

Number of assessment criteria

-/0

0
-/+

Weight of non-price evaluation criteria

++

Length of eligibility criteria

++

Relative price of documentation

-

Annulled procedure re-launched subsequently

-

Contract modification

++

Contract lengthening

--

Note: - - means strong negative effect on EU funds corruption risks; - means weak negative effect on EU funds
corruption risks; + means weak positive effect on EU funds corruption risks; ++ means strong positive effect on EU
funds corruption risks; 0 means insignificant or negligible effect on EU funds corruption risks; representing two signs
in the same cell indicates a diverse effect of corruption risk categories within the same variable.
Source: own calculation
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Conclusions and policy consequences
While much additional work is needed, this paper has already demonstrated that it is
feasible and fruitful to use detailed, contract-level data for tracking corruption risks over
time across EU countries. Such monitoring can be done in real-time if the necessary
investment into database development is made. Fazekas et al. (2013b) discusses data
availability in Europe and beyond in detail.
Our preliminary findings indicate that EU funding considerably increase corruption
risks in Central and Eastern Europe in at least two principal ways (Figure 4). First, by
making a large amount of additional public resources available for rent extraction in
public procurement; second, by failing to implement sufficient controls of corruption
counter-balancing additional resources for corruption. In spite of extensive monitoring
efforts of EU authorities, EU funded procurement spending represents even higher
corruption risks than the comparable national spending in Czech Republic and
Hungary. EU funded public procurement in Slovakia carries only slightly lower corruption risks than comparable national procurement spending, albeit national spending
is generally of much higher corruption risk than in the two other countries. In either
case, this positive effect falls long way short of offsetting the negative effect of increased
discretionary spending available. Nevertheless, the comparatively better performance
of Slovakian public procurement projects funded by the EU suggests that EU funding
can have a somewhat positive effect in a very high corruption risk environment. Based
on this finding further research could look at the conditional effect of EU funding on
corruption.
For the three countries combined, our results imply an estimated additional
particularistic resource allocation worth up to 1.20% of combined GDP of the
three countries throughout 2009-12. This is the result of an estimated maximum
1.23% of GDP in terms of additional funding disbursed in a particularistic way,
and an estimated maximum 0.03% of GDP in terms of lower corruption risk of EU
funded procurement than national procurement. These figures are exceptionally high,
for example compared to total EU funds allocation to these countries, which is about
3.3% of their GDP.
While EU funded public procurement may be effective in lifting growth rates in
Central and Eastern Europe, its desired benefits stand in contrast with corruption
risks and potential corruption costs. While further work is needed to get more precise
estimates of particularistic resource allocation and the associated corruption costs, our
preliminary findings already indicate that such costs may not be negligible.
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Figure 4. Estimated value of additional particularistic resource allocation due
to EU funding in national public procurement, decomposition into effect of additional spending
and different funding source, by country, % of 2009-12 total GDP.

Source: PPC

Looking at the driving forces behind corruption risks in EU funding reveals that
salient, easily controlled corruption risks are considerably lower, while risks of more
subtle procedure characteristics and overall strength of competition considerably increase
corruption risks in EU funded public procurement procedures. These findings highlight
the importance of monitoring the whole project cycle from initiation to completion as
well as the need for a wide indicator set for adequately measure corruption.
If further research confirms the higher corruption risks associated with EU funds,
the EU will have to consider implementing more effective policies for protecting its
financial interests and promoting good government; in particular:
 Introducing an EU-wide, real-time monitoring mechanism of EU funds
spending designed to detect systematic fraud and corruption in public
procurement using data mining techniques, elements of which can be
derived from ANTICORRP research;
 Refocusing the monitoring and control mechanisms from procedural adequacy
to supporting effective competition and controlling bid rigging; and
 Considering the reallocation of EU funding going into discretionary
investment projects, which typically constitute high corruption risks,
towards non-discretionary spending such as unemployment benefit.
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6. Why Control of Corruption Works - When it Does
ALINA MUNGIU-PIPPIDI1

Why do some societies manage to establish control of corruption and others not?
Control of corruption is defined here as the capacity of a society to constrain
individual corrupt behaviour (defined as particular distribution of public goods
leading to undue private profit) in order to enforce the norm of individual integrity
in public service and politics as well as to uphold a state that is free from capture
by particular interest. This shortened version of the ANTICORRP milestone
report explains the causes of the global fight and stagnation against corruption.
It uses 2013 data to explain why societies around the world that feel their
governments act for their self-interest alone call this corruption. The full version
can be read at anticorrp.eu/publications.
Once evidence exists that what is called corruption is a governance context and not
an individual behaviour the question on why certain societies have evolved to achieve
ethical universalism and control of corruption and others have not becomes the major
research question replacing the mis-conceptualized one of ‘what causes corruption’
(Nield 2002), but retaining the chief question about causality. This report will address
that from its interdisciplinary perspective by offering:
1. A theoretical general answer explaining national control of corruption or its
opposite, generalized corruption (particularism); in other words, explaining
individual behaviour in a given governance context.
2. The statistical tests to support the theory, in other words by explaining what
makes some societies more effective than others at controlling corruption.
3. A test of the major policies and institutional interventions used against
corruption or with the potential to affect it - always controlling for structural
factors.
The means to realize objectives is a large-N comparison method, wherein econometric
methods will be used to test factors of interest across as many countries as possible (data
allowing). For our dependent variables, we shall use the aggregated Control of
Corruption Index (CoC) from the World Bank, the Corruption Risk Index from the
International Country Risk Guide (ICRG), experience of bribery from the Global
Corruption Barometer 2012, experience of bribery and the perception of favouritism
from ANTICORRP’s own QOG survey and tolerance towards corrupt practices from
World Values Survey 2008. A methodological justification of those choices can be
found in our previous ‘Trends’ report of August 2013 (Mungiu-Pippidi 2013).
1

Roberto Martínez Kukustschka and Ramin Dadasov have contributed analyses for this report.
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1. Understanding corruption as a dependent variable
Most anti-corruption strategies are designed to deal with bribery. However, if
corruption is considered from a holistic perspective, as we do here, then bribery is just
the tip of the iceberg. When answering questions about corruption, survey respondents
consider favouritism and offer assessments of their own society’s general capacity to
enforce public integrity and ethical universalism, rather than considering corruption
as it is legally defined in criminal codes. The answers that respondents give to surveys
on corruption are filtered by the respondents’ general assessment of whether control of
corruption works or not in their own country. Two out of three from the 114,000
respondents in 107 countries interviewed for the 2013 Global Corruption Barometer
(GCB) consider that favouritism is the rule not the exception in their public service
(with only a quarter having resorted to bribes in the year previous to survey) and over
50% believe their governments is captured by vested interests and that corruption has
increased, not decreased in the last year.
The argument in favour of control of corruption as the societal capacity preventing
institutional corruption (or of particularism as a governance order) is based on the
following evidence:
1. All corruption perceptions reflecting the overall capacity of a society to
enforce merit and honesty versus connections or privilege are correlated
and a holistic view exists on the country’s performance in that respect. The
popular perceptions of corruption take into account all aspects of life (e.g.
school, career and public life) and expose the mechanism of advancement in a
society and the way the state operates (see Table 1). Countries ranked higher
for perception of corruption in the Global Corruption Barometer also have
higher scores for bribery, the importance of connections for getting things done
and show a greater belief that big interests run the government.
2. Bribery is significantly associated with complex of perceptions (national
corruption), but explains very little of it, because bribery is only the result
of more complex arrangements that explain differential access to social
allocation. In nearly every survey we find a large gap between corruption
victimization (having been asked for a bribe) and perception of corruption
(assessment of how many public officials are corrupt), with overblown samples
assessing high levels of corruption and low levels of direct experience (see Figure
1). Despite this gap, when explaining corruption perception we do find that
higher levels of experience of bribery are significantly associated with higher
perception of corruption. We simply have to ‘top up’ exposure to bribery with
other experiences and behaviour, to fill the gap. Those factors are captured in
Table 1.
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Table 1. The faces of particularism.
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Figure 1. Weight of bribery experience among respondents perceiving high corruption.

Source of data: Global Corruption Barometer 2013.

3.

Control of corruption (the aggregate) and bribery are explained by different
factors, with structural factors being very important in the first case
(Treisman 2000) and circumstantial factors very important in the second.
Bribery is not easily determined by wealth or education, for example, but these
factors do explain why more or less bribery is to be found in a given country:
Any individual might offer a bribe in a context where control of corruption is
weak and social determinism is far stronger than the individual. Evidence for
the logic of this governance order which shows that where particularism is the
rule of the game, bribery develops as a way to counter other types of favouritism
(for example, where the individual or company who is not part of some network
of privilege has to buy its way in), with favouritism far more widespread than
bribery and no correlation between them (see Table 1). Furthermore, of the
majority of GCB 2013 respondents who thought the public service is very or
entirely corrupt, more than two thirds actually were thinking of favouritism,
meaning privilege arising out of patronage, nepotism, or connections, when
making their assessment (see Figure 2). It is therefore favouritism which fills
in the gap from point 2.
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Figure 2. Weight of connections by respondents perceiving high corruption.

Source: Global Corruption Barometer 2013.

Additionally, and proving that the primary problem is a modus operandi of the state
on the basis of particularism we find that satisfaction with public service is inferior for
bribers who have to grease the wheels of service compared with the rest of its users
across all services who do not need to furnish a supplementary fee to get things done
(see Table 2).
Table 2. Satisfaction with public service by bribe.

Sector/Service

% of respondents
not satisfied with the
service

% of respondents
satisfied with the
service

32

49

Paid bribes
Education Did not pay
bribes
Health

Police

94

38
12

66

Paid bribes

40

42

Did not pay
bribes

18

67

Paid bribes

52

30

Did not pay
bribes

16

65

Source of data: QOG ANTICORRP survey 2013.

% of respondents
with contact

82

22

In most cases the motivation for bribery is the need among those who are lower on
power distance to access a service on an equal footing, because they do not have the
necessary connections. When we look at the health sector in the EU and some
neighbouring countries, we see that only 36% of the people in the West European core
group feel like there are inequalities in the way people are treated. This figure increases
to 42% in the group of Mediterranean countries and 47% in accession and aspiring
countries (with Turkey doing far better than the Ukraine). The proportion of citizens
perceiving unequal treatment in the health care sector then turns into a majority (53%
of respondents) in the new EU Member States (Table 3). Moreover, the overwhelming
majority of people who report having some experience of bribery (between 87% and
98% across regions) come from the group who accuse the health care sector of not
treating them equally, and who thus say they have to resort to bribery to ensure access
(Table 3). Favouritism and bribery therefore fall into place within a larger governance
regime placed somewhere on the continuum between particularism and ethical
universalism. Finally, again proving the holistic character of corruption, we find that
societies which perceive much favouritism and corruption also believe that merit has
little to do with social advancement and success in life.
Table 3. Incidence of bribery and perception of equality in health care.

Equal treatment in the public
health care system

Unequal treatment in the public
health care system

Region

% of respondents who
agree that
everyone is
treated equally
in the public
health care
system

% of bribe payers who perceive
equal treatment

% of respondents
who think they are
treated unequally
in the public health
care system

% of bribe payers who perceive
unequal treatment

Northern
Europe

64

2

36

98

Mediterranean
Europe

58

7

42

93

New EU
Members

47

13

53

87

Non- EU
Members

53

10

47
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Source of data: QOG ANTICORRP survey 2013.
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Many scholars and policymakers dismiss data extracted from corruption surveys
because it is based on ‘perceptions’. However, according to the GCB 2013, countries
where perception of corruption is high are nevertheless significantly associated with
low public expenditure on health (e.g. hospital queues in Brazil), but high on various
government projects (from Brazil’s expensive World Cup to President Ben Ali’s grandiose
and empty mega-mosque in Tunis), reduced absorption of assistance funds, low returns
from public investment and low participation of women in the labour market and
politics (cf. Holmberg et al. 2009). This shows that respondents actually have numerous
cues other than their experience with bribery to assess whether or not they are poorly
governed.
Leaving aside the complex relationship between corruption and development with
its reverse causality problems (corruption may hinder development, but in poor
countries which do not pay their policemen or doctors at all or only insufficiently,
corruption also funds such services directly), evidence exists of some indisputable
consequences of corruption, which again pleads for a holistic approach to control of
corruption: High corruption is associated with massive brain drain, as the best educated
flee to more meritocratic countries, therefore further subverting their own country’s
investment in education and finally development itself (Mungiu-Pippidi 2013; Ariu
and Squicciarini 2013). That highlights the mechanism by which corruption is so
detrimental: Corruption generates high opportunity costs through the subversion of
fair competition in diverse sectors, from admission exams into public schools to public
sector employment and from a biased allocation of public funds to an unequal treatment
of taxpayers’. Perceptions are redeemed by what are extremely close associations with
such negative phenomena. Corruption on a national scale thus creates disincentives for
merit: in the ANTICORRP QOG 2013 survey of 88,000 Europeans, only citizens in
Northern European countries agreed that for the most part advancement in the public
or private sector is based on hard work and competence, while for the rest favouritism
through connections, the most insidious and widespread form of corruption, seems
the ticket to success in their societies (Charron 2013).
Just as individual behaviour has to be placed in a certain governance context, the
state too must be understood in the context of a given society. Social allocation reflects
the power distance in a society and the dominant exchange mode, based on either
performance (market) or rent-seeking (violence, corruption). Particularism is the wider
governance regime indicating the dominant norm and behaviour. In a society ruled by
particularism, favouritism would be the main social allocation mode, with widespread
use of connections of any kind, exchange of favours and, in their absence, monetary
inducements. Particularism in a society operates mostly to the advantage of those with
more power resources, but no simple elite-theory type explains it. The weaker have
their defences, resorting to patronage, cheating, bribery, tax evasion and a variety of
other practices to reduce inequality (Scott 1972) once they perceive that the social
contract imposed to them is unfair. Elites in societies with a great deal of particularism
enjoy a culture of impunity, a culture mirrored by the self-indulgence of the rest of the
96

population who see the behaviour of elites as their best excuse for their own behaviour.
By and large, vertical and horizontal exchange networks intersect to create the systemic
nature of the problem (Johnston 2005), which remains the particular character of
transactions (della Porta and Vanucci 1999).
The most powerful people in such societies would capture the state and channel the
distribution of public resources to themselves, their peers and their clients, doing so
either openly in neo-patrimonial regimes, or more insidiously in regimes where some
competition for power exists, but particularism is the rule. If we cross-tabulate control
of corruption measured by the World Bank with the existence of free elections measured
by Freedom House (Table 4), we can see the distribution of three different governance
regimes: Universalism, a regime characterized by a high level of control of corruption
is present in the 35 electoral democracies in the upper tercile of control of corruption
and in only three non-democratic regimes: Qatar, the United Arab Emirates and
Singapore. Although the average score of all democracies, corrupt or non-corrupt, is
far better than that of non-democracies (5.33 versus 3.06), the number of neopatrimonial regimes, defined as corrupt or very corrupt non-democratic polities, is
almost the same as the number of corrupt or very corrupt democratic countries i.e.
competitive particularistic regimes. As shown in Table 4, there are 75 (51 + 24) neopatrimonial countries versus 79 (22 + 57) competitive particularistic regimes.
Across the three groups we find, as expected, that the countries which are in the
upper tercile of control of corruption (the ‘universalism’ countries) differ significantly
from those where particularism is the norm, having almost no bribery, a lower perception
of the importance of connections for success and significantly fewer people who believe
that a few big interests run the government. Ethical universalism seems then to be more
of an ideal benchmark than a real governance regime as only the Scandinavian countries,
Australia, New Zealand, Switzerland, the Netherlands and Luxembourg have reached
a control of corruption score above 9 (in a recoded scale from 1 to 10 where Denmark
ranks as the top performer). The remaining countries in this group range down to a
control of corruption score of 6.7. 22 more countries ranging from the Czech Republic
to Israel, constitute a ‘borderline’ group, where the two norms, particularism and
universalism, seem to be competing.
Table 4. Governance regimes at a glance.

CoC lowest
tercile

CoC mid
tercile

CoC top
tercile

Total

Average
CoC
score

Non democratic

51

24

3

78

3.06

Electoral democracies

22

57

35

114

5.33

73

81

38

192

2012

Total

Source: Control of corruption (World Bank Institute, 2012) recoded 1 to 10 with 10 the best, by electoral democracy
as classified by Freedom House.
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The top group of democratic achievers looks remarkably compact, old European
cultures and some of their colonies, those populated for the majority with people of
European descent. Japan alone is different, and is universally acknowledged as the most
successful Western-type modernization; and different too are the nondemocratic
achievers of good governance. The fact remains that very few original streams remain
to explain this group of top achievers, with the Scandinavians, Anglo-Saxons, Central
Europeans (Dutch and German) at the top, and the French and the Spanish one step
lower in accomplishment. Good governance origins seem therefore to have time and
culture boundaries (Neild 2002).

2. Institutional monocropping and the prescription mechanism
While always assisting in some general modernization policies at the state level (e.g.,
civil service merit-based recruitment, administrative reforms, and support for central
audit agency), the international anti-corruption community has concentrated its efforts
in the past years on promoting a specific international legislation against corruption
and has promoted a few anti-corruption tools for domestic implementation. Over a
span of less than fifteen years, policy and legal instruments were identified, agreed upon,
and adopted en masse by countries. Donors, consultants, and NGOs set out to
implement the control of corruption agenda by selling a limited number of anticorruption instruments across the globe and by shaping the programs and budgets of
development agencies accordingly. Peter Evans (2004, p. 30) described it as:
‘`institutional monocropping’: the imposition of blueprints based on idealized versions
of Anglo-American institutions, the applicability of which is presumed to transcend
national circumstances and cultures.’ It might seem patronizing today that western
countries could expect to export their institutions to the rest of the world in the same
way that technologies are transferred. However, it bears recalling that this approach
broadly worked in countries like Japan, which embarked on its modernization path
with a program similar to that of the West, determined in fact to beat the West at its
own game. There was likewise a resurgence after 1990 of the belief – differently
formulated than in earlier generations – that the ‘right’ institutions can deliver
development and that in their absence external aid does not work. That approach to
institutional export is differently motivated, labelled, and marketed than was the case
under colonialism, but its central belief – that societies can be modernized by outside
intervention through institutional transplants to resemble the West more closely –
remains in the end basically unchanged.
The contemporary approach seems no longer driven by imperialism, but by
convenience. Many donors are governments, so it is natural for them to advocate their
own type of organization to the governments they assist or trade with in the hope that
their assistance will generate better returns. Furthermore, good governance strategies
based on knowledge transfers to other governments create a labour market for
consultants from developed economies and can be easily packed into short-term
programs. Anti-corruption strategies anchored in domestic political dynamics are more
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politically sensitive, labour-intensive and long-term, and therefore far less profitable
for external consultants. An anti-corruption industry quickly developed around the
international anti-corruption package and began to attract considerable funds and
lobbying for more training and capacity-building. But did the anti-corruption industry
deliver a panacea?
In his now classic book, Comparative Constitutional Engineering, Giovanni Sartori
(1994) warned about the dangers of believing that formal institutions shape countries,
showing that long Latin American constitutions had not translated after many decades
into anything comparable to democracy as known in the United States, which had been
their primary source of inspiration. Douglass North too was aware of local specificities,
warning that ‘different institutional structures will yield different results’ (North in
Andrews 2008, p. 381). Furthermore, by copying the formal institutions of present-day
Sweden or Denmark, ‘one-best-way’ transfer models presume that the actual path those
countries took to get where they are does not matter. As one critic put it: ‘The good
governance picture of effective government is not only of limited use in development
policy […] It imposes an inappropriate model of government that ‘kicks away the
ladder’ that today’s effective governments climbed to reach their current states’ (Andrews
2008: 402).
A few examples might help us understand this ‘monocropping’ better. The Council
of Europe’s Group of States against Corruption (GRECO), a rotating peer-review
system, assesses individual European countries’ anti-corruption legislation and
recommends that components of a universal repertoire of anti-corruption measures are
adopted everywhere, regardless of local circumstances. In 2004, it was the turn of
Denmark, which is generally considered to have one of the best-quality governments
in the world. GRECO (2009, p. 12) found Denmark’s legislation imperfect on the
grounds that it was a century old and was not used often enough for prosecutions
(because, in fact, it had an effective deterrent effect on corruption). Likewise, in Spring
2012, the Australian government made the news for its refusal to implement UNCAC
and adopt a single anti-corruption agency as recommended by UN experts and a
parliamentary committee, although the committee then stated that: ‘there is very little
evidence of serious or systemic corruption in the Australian public service’ (Baker and
McKenzie 2012). Australia’s state anti-corruption agencies (notably New South Wales)
had been in the historical vanguard of successful control of corruption and the refusal
of the Australian national government to change a system that worked well was perfectly
justified - but it was badly received by the global trend of monocropping.
A reputable US-based NGO called Global Integrity created an index which placed
countries on a scale reflecting their institutional tools for fighting corruption. In 2011,
they abandoned the index with little public explanation. The countries which featured
in the top five of the index in the previous two years were in fact extremely corrupt
countries which had simply adopted more anti-corruption instruments than anyone
else – notably Bulgaria, Romania, and Macedonia, because they were motivated by the
need to show progress in their EU accession negotiations (Global Integrity 2011).
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Lambsdorff (2008) regressed the two measures of the Global Integrity Index, the legal
framework and the actual practice, on TI Corruption Perceptions Index and the 2007
Global Competitiveness Survey of the World Economic Forum (WEF) and found that
too many laws can actually hinder control of corruption. What is important is whether
or not the laws are practiced. Global Integrity created a good indicator called
‘implementation gap’ from the difference between legal arrangements and practice,
which in the cases of most institutionally ‘advanced’ countries (where international
community’s conditionality is stronger, like in the Balkans) can be higher than 50%,
showing a major divergence between the ‘legal’ country and the ‘real’ country.
Assessments of the impact of this anti-corruption repertoire on corruption levels
around the world have not been very systematic. To fill this gap, we focus on five distinct
institutional efforts: the ratification of UNCAC, the endorsement of freedom of
information legislation/acts (FOIA), the establishment of an anti-corruption agency
(ACA), the creation of an office of ombudsman and ‘constitutional’ interventions.
While UNCAC is a recent treaty (2005), the other interventions have been around
much longer – as such, their effect, or lack of it, has had more time to materialize. All
of those tools have been promoted intensely by the international community, resulting
in their importation by a large number of countries (see Table 5). FOIA and ACA have
been adopted on a massive scale since 2000; an ombudsman was more popular as an
accountability tool between 1990 and 2000, following democratic revolutions. The
final result, however, is a virtual explosion of institutional imports all around the world.
Table 5. The development of Institutional Interventions.

Year

UNCAC ratifications

Countries with
FOIA

Countries with
ACA

Countries with
ombudsman

15

12

47

1990
2000
2008

145*

42 (27 new)

41 (29 new)

100 (53 new)

86 (44 new)**

98 (57 new)

135 (35 new)

Note: *2003 to 2011 data / **2010 data.
Source: Hertie School of Governance Database2.

To test the impact of this institutional equipment, two sets of measures were created:
one a simple dichotomy indicating the existence of an anti-corruption tool (e.g., an
2
This database was compiled by the Hertie School of Governance for NORAD in 2011 and updated for
ANTICORRP in 2013. In the case of UNCAC, the dataset from the website of the United Nations Office on
Drugs and Crime, which records information about the ratification of the Convention (applied to 193 countries in our database), was used; in the case of FOIA, Roger Vleugels’ (2008) records of the existence of FOIA
in countries worldwide were used (applied to 193 countries in our database). In the case of anti-corruption
agencies, according to the OECD categorization, 176 countries were checked for the existence, year of establishment and type of anti-corruption agency in 2008. Similarly, a set of 193 countries has been checked for
the presence and year of establishment of a working office of the Ombudsman in 2008. The Hertie School
datasets record the sole existence (year of establishment and type of an agency in the case of ACA) and do not
include any estimate on the efficiency or independence of the institutions.
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anti-corruption agency), and another indicating the number of years the tool has been
in operation. We documented the adoption of an intervention until 2008, and tested its
impact on the 2008, 2010 and 2012 corruption ratings. Two different tests were
undertaken: (i) a simpler, descriptive procedure comparing the evolution of corruption
over time, before a given intervention (marked as year 0), and submitting it to a significance
test; and (ii) bivariate and multivariate regressions for each of the interventions, with
controls for development. The ICRG corruption risk was used as the dependent variable
for both trend and regression analysis due to its longer time series. It also fits the aim of
holistically analysing corruption because, despite its commercial purpose, it attempts to
measure particularism rather than just bribery (PRS 2013). However all regressions
were also run on CoC (see Table 6).
Table 6. Impact of interventions on control of corruption.

VARIABLES
Presence of
FOIA

ICRG Risk of Corruption (2010)

WGI Control of Corruption (2012)

Model I

Model IV

Model II

Model III

0.65***

1.17***

(0.186)

(0.321)

Presence of
ACA

Model V

-0.17

-0.39

(0.198)

(0.326)

Presence of
Ombudsman

Model VI

0.15

0.30

(0.218)

(0.362)

2.33***

2.77***

2.57***

3.89***

4.61***

4.22***

(0.136)

(0.155)

(0.186)

(0.217)

(0.235)

(0.304)

Observations

137

138

137

186

191

186

R-squared

0.08

0.01

0.00

0.07

0.01

0.00

Constant

Robust standard errors in parentheses / *** p<0.01, ** p<0.05, * p<0.10

The bivariate regressions returned only the presence of a Freedom of Information
Act (FOIA) as significant. For the rest, there seems to be no significant difference in
the performance of countries which installed an ombudsman or an anti-corruption
agency and those which did not. For the before and after significance test two different
samples were used, one with all the countries, the other without countries in the top
tercile of control of corruption, to allow for more sensitivity to countries which need
more change. But in neither circumstance did the control of corruption scores at the
end vary significantly compared with the start of intervention, although again the
presence of an FOIA is the exception. Otherwise, however, the results of tests support
each another showing no significant impact across countries when comparing countries
which adopted the intervention with countries which did not. Two different explanations
seem to be needed. One question is why do favourite interventions seem to work so
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poorly? The second is about FOIA: when and in what circumstances does adopting it
work?
The UNCAC includes provisions for preventive measures (Chapter II) as well as
criminalization and law enforcement (Chapter III). The adoption of an effective followup monitoring mechanism for the implementation of the UNCAC is considered to be
one of the biggest challenges ahead. Few developing countries have transposed the
provisions of the UNCAC into national law, to say nothing of the challenges of
implementing them in practice. Considering the reputational costs (international and
domestic) for a country that does not adopt the UNCAC, it is to be expected that far
more countries must have adopted the treaty than actually meant to implement it.
Once every country has adopted the UNCAC - a moment fast approaching - variation
will disappear and it will not be worth testing the impact of UNCAC through regression
analysis, because too little diversification in the dummy variable will remain. However,
the before and after test too shows no significant improvement (Figure 3).
Figure 3. ICRG risk of corruption before and after UNCAC ratification.

Legend: Evolution of corruption (horizontal line) after ratification of the UNCAC (year zero), when averaged
(confidence interval indicated by vertical bar), is non-significant. ICRG corruption scale has the highest number
of points indicating the lowest potential risk for that component and the lowest number (0) indicating the highest
potential risk. Reference year 2009.
Source: ICRG and Hertie School of Governance database.

The establishment of a dedicated anti-corruption body has been one of the main
institutional recommendations in anti-corruption conventions to date. The international
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community became the major proponent of ACAs, persistently recommending their
creation as an important piece of a country’s institutional architecture and its large-scale
anti-corruption strategies. The forerunners of today’s anti-corruption agencies date back
to the 1980s and 1990s (e.g., Hong Kong, Singapore, and Australia), when internal
corruption scandals and poor performance by conventional law enforcement bodies
(e.g., police, courts, and offices of the attorney general) strengthened the position of
ACAs as the ‘ultimate institutional response to corruption’ (de Sousa 2009, p. 2). ACAs
were promoted by several conventions on the control of corruption - UNCAC, the
African Union Convention, the Inter-American Convention, the Convention of the
Council of Europe - as well as by the EU during its enlargement process. But in line
with the theory of change presented later in this chapter, we should presume that an
anti-corruption agency works only if the rule of law already exists in a given country
- otherwise the agency will be either inefficient or used against political opponents by
those in power. The main difficulty however is to build rule of law, in other words to
convince those in government that they should stand before the law on an equal footing
with everyone else. Unsurprisingly, no significant improvement in the corruption risk
estimate is found for countries which have adopted the agency compared to the rest.
All types of agencies were tested separately, as well as according to OECD categories,
with no significant results - a finding in line with earlier reports by Kaufmann (1998)
and Meagher (2005). An earlier report has already acknowledged that, in fact, context
is the essential element for the success of an agency (Doig et al. 2005). Reports have
now started to warn that ACAs can be effective tools only when they respond to a
national consensus and are supported by a broad domestic coalition (Heilbrunn 2004,
p. 2) and they should not be created without a ‘systematic assessment of the local
(political) context’, for there is a risk that they could use their special powers to engage
in a witch-hunt against political opponents, rather than genuinely pursue anticorruption goals (USAID 2006, p. 5).
But the ‘failure’ of many agencies is more systemic and stems from the fact that such
agencies are simple forms of pleasing donors and as such were created without any
intention of enforcement. This is the reported ‘prescription mechanism’, which operates
frequently in relations between the international donor community and a country, e.g.
the European Union and candidate countries, when good marks are given to candidates
who adopt all suggestions of the donor for reform, without any check on their real
implementation, impact or, indeed, the adequacy of the reforms (Mungiu-Pippidi
2007). Similarly, van Aaken et al. (2008) investigated the impact of prosecutorial
independence on containing corruption and found that ‘de facto’ independence
decreases corruption, but ‘de jure’ (formal) independence has little impact.
While the UNCAC does not mention the ombudsman’s office in the repertoire of
anti-corruption measures, this accountability tool is promoted by donors and by
Transparency International as a measure to control corruption. The role of the
ombudsman has mostly been related to making administrative law simpler for ‘aggrieved
persons’ wishing to challenge government actions in courts (Brown and Head 2004, p.
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5). However, the ombudsman’s mandate of protecting citizens from abuse directly
addresses favouritism and lack of transparency. Even though nowadays ‘the mandate of
the ombudsman generally goes beyond corruption cases and includes instances of
maladministration attributable to incompetence, bias, error or indifference that are not
necessarily corrupt’ (UNDP 2005, p. 14), cases exist where the ombudsman is given a
mandate to investigate corruption complaints directly and takes on the role of an ACA
(e.g., Philippines and Papua New Guinea). In any case, as guarantor of an accountable,
impartial, and fair government, the ombudsman as an institution should contribute to
better governance through improvement of government accountability (Mungiu-Pippidi
et al. 2011). The problem, however, is the same as with ACAs: many such institutions
are de facto subordinated to government or parliamentary majority. Historically, the
Swedish ombudsman, is strong because it is an instrument of the opposition.
Freedom of Information Acts (FOIAs) have existed longer than UNCAC and ACAs,
yet empirical results on their impact have been mixed. Bac (2001, p. 88) argues that
greater transparency leads to improved information about whom to bribe, while at the
opposite end of the spectrum Islam (2006, p. 153) finds that countries with greater
transparency, measured through the existence of FOIA, do have lower corruption rates.
By the end of 2003, 46 countries had implemented some form of FOIA (Escaleras et
al. 2010, p. 436); by 2008 that number had increased to 82 (Vleugels 2008). The
FOIAs differ in strength and measurements exist on how strong or weak a FOIA is;
however, all information acts around the world include a few common elements to
whit the right to file a claim for information, due process which must be followed
(including time frames), legislation which should be enforced, whether a means for
appeal exists, whether certain information can be withheld, and if so, by whom
(Escaleras et al. 2010, p. 436).
These days, a growing body of treaties, agreements, action plans and other statements
urge or require nations to adopt an FOIA. The FOIA clauses are included not only in
anti-corruption treaties but also in agreements on environmental protection and natural
resources management, as well as in a number of international human rights treaties
and regional conventions (Banisar 2006, p. 8). The UNCAC also recommends a variety
of measures aimed at improving transparency as a means to fight corruption (Article
10 on ‘Public Reporting’ and Article 13 on ‘Participation of Society’). Additionally, the
Universal Declaration on Human Rights and the International Covenant on Civil and
Political Rights both require that every person shall have the right to free expression
and to seek and impart information (Article 19, the Universal Declaration of Human
Rights). Among recently written constitutions from countries in transition (Central
and Eastern Europe as well as Latin America) most include a provision on access to
information (Mungiu-Pippidi et al. 2011). Additionally, a number of countries with
older constitutions (e.g., Finland, Norway) have recently begun amending their
constitutions to include right of access to information (Banisar 2006, p. 17).
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Figure 4. Improvement in control of corruption after introduction of FOIA.

Legend: Evolution of corruption (horizontal line) after introduction of FOIA (year zero), is significant when averaged
(confidence interval indicated by vertical bar). ICRG corruption scale from 0 to 6 has the highest number of points
indicating the lowest potential risk for that component and the lowest number (0) indicating the highest potential
risk.
Source: ICRG and Hertie School of Governance database.

The before and after test results are shown in Figure 4, which traces the development
of control of corruption from ten years before the implementation of a FOIA (t=-1 to
t=-10) to twenty years after its implementation (t=1 to t=20)3. The graph shows that
there is a downward trend in control of corruption before the implementation of an
FOIA, followed by an upward trend, which starts a few years after its implementation.
To establish whether the corruption score changed significantly after the implementation
of an FOIA, t-tests were run, comparing the mean corruption score at t=0 with the
means from later years, up to twenty years following the introduction of an FOIA.
Taking into consideration the actual t-test, the increase in corruption score becomes
significant at the 5% level two years after the implementation of a FOIA and remains
so for twenty years after its introduction. FOIA is also the only intervention significant
in bivariate regressions on control of corruption. But how robust is this finding?
Although it is a significant determinant of control of corruption in bivariate regressions,
the impact is weakened when controlled for development as shown by the results in
3

The graphs were produced using the xtgraph procedure in STATA, showing averages of a single outcome
measured at several points over time. Standard errors and confidence intervals are calculated separately for
every time point, using the t-distribution. See also Mungiu-Pippidi et al. 2011 for more details.
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Table 7. Transparency remains positively associated with control of corruption, if we
control for the rural-urban dimension and civil society development, but is less robust
when life expectancy is introduced as a control (significant on CoC, but not on ICRG’s
Risk of Corruption). Its impact seems to be stronger at mid to high levels of development
and to be due to non-state actors playing a large role in its implementation. Evidence
collected by Transparency International, the Open Society Institute, and SAR shows
that a successful FOIA goes hand in hand with civil society and citizen activism.
Implementation was poor (Kocaoglu and Figari 2006) in countries where the law was
adopted as part of a top-down government reform plan (e.g., Albania), as an international
initiative (e.g., Bosnia) or as a result of lobbying from civil society elite (e.g., Peru). By
contrast, in counties where civil society coalitions pressed for access laws (e.g., Slovakia,
Romania and Bulgaria), the resulting legislation, even if far from perfect, was used as
a weapon for disclosure by civil society, journalists, and members of the general public
alike. Monitoring in Bulgaria and Romania already showed that by 2006 more than
50% of requests filed elicited the information sought (Kocaoglu and Figari 2006) and
that NGOs were winning spectacular litigation cases against government in courts,
forcing disclosures that directly led to accusations of corruption (SAR 2011).
Table 7. Impact of freedom of information on control of corruption.

VARIABLES
Presence of FOIA

CSOs per capita

Life expectancy

ICRG Risk of Corruption (2010)
Model I

Model II

Model III

Model IV

0.31*

0.59***

0.23

0.92***

(0.167)

(0.165)

(0.304)

(0.300)

0.02***

0.02***

0.01**

0.02**

(0.006)

(0.006)

(0.006)

(0.006)

0.06***

0.14***

(0.009)

(0.015)

Rural Population

Constant

Observations

WGI Control of Corruption
(2012)

-0.02***

-0.05***

(0.004)

(0.007)

-2.10***

2.98***

-5.88***

5.82***

(0.603)

(0.223)

(1.015)

(0.394)

131

130

163

162

Adj. R-squared
0.37
0.32
0.41
Note: Robust standard errors in parentheses / *** p<0.01, ** p<0.05, * p<0.10
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0.34

The hypothesis that the interaction between transparency and activism from civil
society together exert an effect was confirmed in our analysis: The introduction of an
interaction between the number of civil society organizations and a fiscal transparency
measurement, Open Budget Index (OBI), makes the Civil Society Organization per
capita variable lose its significance which exists in the bivariate equation, while both FOIA
and the interaction remain significant (Table 8). Practically, that means that the disclosure
of public budgets would have a positive effect on control of corruption, provided always
that civil society is strong and able to participate successfully as an actor in budgetary
oversight. The fact that FOIA remain highly significant with all these controls also
confirms that among all interventions they have the greatest potential - provided some
sort of civil society exists or is under development.
Table 8. FOIA and interaction between fiscal transparency and civil society.

VARIABLES
HDI

ICT
FOIA presence
Political stability
Open Budget Index (OBI)
Number of CSOs

ICRG Risk of Corruption
Model I

Model II

26.97***

25.80***

(7.352)

(7.526)

0.112

0.117

(0.103)

(0.105)

0.0754***

0.0744***

(0.0167)

(0.0161)

3.976***

3.988***

(1.076)

(1.076)

0.00823

0.0314

(0.0492)

(0.0602)

0.0177***

0.00588

(0.00523)

(0.0142)

Interaction OBI*CSO

0.000180*
(0.000204)

Constant
Observations

-13.82**

-11.68*

(5.900)

(6.364)

78

78

R-squared
0.542
Note: Robust standard errors in parentheses / *** p<0.01, ** p<0.05, * p<0.10

0.545

Finally, great hope among good governance consultants is invested in reform of
political institutions. The rationale for it, however, is unclear. In Italy, for instance,
domestic agency has pushed for reforms of the electoral system several times in reference
to corruption, but that did not prevent backsliding on CoC from 1996 (first year of
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measurement) to the present. The mechanism of such persistence in reforming
institutions that change nothing seems rather to be related to the external perception
of such reforms. Passing a law or even amending a Constitution is simple and can be
reported instantly as a successful reform, even if no real control of corruption follows.
Persson and Tabellini (2004) have tested a good number of constitutional tools in a
sample of 90 countries, finding only one robust effect, the magnitude of electoral
districts (i.e. small districts are associated with more corruption), eventually combined
with single seat constituencies, which they explain as a measure of open or closed entry
into politics. Small districts are actually far easier to gain by patronage and clientelistic
allocations, so they favour corruption, in comparison with larger ones, which might
require a more programmatic approach to electoral campaigning. In our larger dataset,
we were unable to find any significant relationship between electoral systems and
control of corruption, testing proportional versus majority systems, closed lists versus
the rest, and electoral threshold. Reported results are mixed and controversial in the
area of political reforms - particularly concerning federalism (e.g. Treisman 2000 found
it associated with corruption), decentralization and electoral systems (Kunicova and
Rose-Ackerman 2005; Brown et al. 2005; Chang and Golden 2004; Lederman et al.
2005; Park 2003). Generally, each of these papers covers only a limited number of
countries and electoral situations, so the universality and robustness of their findings
is uncertain. Another constitutional device without statistical evidence of impact on
control of corruption is the establishment of Constitutional Courts.
In the conclusions of this review of the impact of favourite anti-corruption interventions,
whether tested alone or with development controls, we suggest that a country does not
progress simply because it imports one or other institutional tool - or, indeed, all of them
- when state and society actually operate largely by particularism. Our results do not
mean that outliers do not exist, nor that such tools are ineffective everywhere and in
every context, but they do warn strongly against over-reliance on the institutional
toolkit. It may be that an institution such as the ombudsman might have more impact
if reformed along the lines of a FOIA - that is, entrusting it to the losers in corrupt
arrangements, making them the key stakeholders in the institution rather than
subordinating it to Parliaments or Governments, with the attendant risk of their being
just as likely to be part of the problem. What is ultimately needed is not a silver bullet,
because none exists, but a better alignment of tools with contexts, in particular with
already existing human agency in favour of change. Few institutional weapons seem
effective, and they will not work on their own, for they need active agents to put them
to use in order to achieve success.

3. Critical mass or critical mess? In search of the optimal equilibrium
Despite an exponential increase in work on corruption over the last twenty years,
the field remains divided between micro-theoretical models and macro-empirical
models at the country level, with much confusion and no real communication between
individual, organization and national level. Not only is the disconnect between these
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levels of analysis a serious impediment, but so too is the absence of time series data
which would allow a theory of governance change to develop. There has simply not
been enough change in the data since 1984 when the PRS Group started measuring
corruption risk to allow valid inference, and older expert scores are even less reliable
(PRS also had a change of methodology which makes their time series corruption risk
measure to some extent debatable). But change occurred in the twentieth century. Some
first generation achievers of good governance continued to evolve during this interval,
with the Americans and the British cleansing urban politics of corruption, the French
gradually de-politicizing administration, certain British colonies like Australia and New
Zealand laying the foundations of an accountable independent government; and so
forth. All those developments cannot be captured except by qualitative methods, as we
have no quantifiable dependent variable.
Samuel Huntington had already asked the insightful research question in 1968 when
he wondered why the modernization process increases, not decreases corruption.
Indeed, if modernity is the quintessence of good governance with the build-up of a
critical mass of enlightened citizens, accountable politicians and trustworthy magistrates,
why does the process of ‘getting there’ itself look like such a critical mess? Huntington
suggested that the answer lies in the transition process between the old social order and
new norms, with disputed access to resources for new groups never fully consented to
by old elites, leading to the development of informal strategies of social mobility. Many
developing and transitional countries have set up a superstructure of rational-legal
administration, but particularism continues to be the rule. Modern impersonality and
objectivity, which lie at the basis of behaviour in the public domain, including market
transactions, do not necessarily emerge in every case, which is why control of corruption
has come to be seen by economists like Acemoglu and Robinson (2012) as the major
problem of development.
Modernization, as Huntington saw, does not bring about only increased constraints
on the behaviour of rulers with the political modernization process (reducing power
distance in societies, excepting 20th century totalitarian systems) but with serous growth
of public resources (i.e. potential spoils) brings about an increased role for the state to
fulfil all the new functions. Historically the two processes seem to have developed in
opposite directions (Mungiu-Pippidi 2014). As political discretion decreases and people
become citizens in the modern sense, endowed with civil and political rights, potential
spoils grow in time due to the state’s scope growing, at least until the neo-liberal
austerity policies of the late twentieth century, as people begin to pay more and more
taxes than before to finance a state which takes more and more tasks upon itself. The
increase in potential spoils is brought about by modernization in all its forms, from
communization (nationalization only brings more spoils to the private interests
capturing the state) to de-communization (non-competitive privatization offers again
great opportunity for spoiling). But the reduction of power discretion is anything but
guaranteed. If many countries hold elections, more even than before, the accountability
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of rulers is still more of a desiderate than a reality even in such settings, let alone in
autocracies.
Corruption at the individual level has been attributed, as have other criminal
activities, to individuals’ weighting of the expected costs and benefits of their actions
in a given context and making their decisions on how to act ‘not because their basic
motivation differs from other persons but because their benefits and costs differ.’
(Becker (1968, p. 176). Following Becker, other macro and micro level studies of
corruption have advanced the idea of control of corruption as a balance between
resources and costs (Becker and Stigler 1974; Nye 1967; Klitgaard 1998; RoseAckerman 1999; Huther and Shah 2000; Aidt 2003). When costs are low and
opportunities are high, it is rational for individuals to be corrupt; especially if those
around them behave similarly. Most individuals just follow the existing rules of the
game rather than dissenting (Karklins 2005; della Porta and Vannucci 1999). But that
structure of opportunities and penalties can eventually change, as winners and losers
cannot go on eternally in a sustainable way. Even if that seems an insurmountable
obstacle to change, dividing public resources always to the advantage of spoilers and
managing to buy off eventual dissenters is sustainable only when unlimited resources
exist (for instance, spoils from natural resources can be spread widely in exchange for
political support through what are known as ‘clientelist’ policies). It seems therefore
that governance evolves only incrementally and can be described as a series of equilibria.
The understanding of corruption as an equilibrium was pioneered by World Bank
scholars. Robert Klitgaard (1988, p. 75) first developed this idea, which was later
developed at the macro level by Huther and Shah (2000). Klitgaard proposed the
following formula:
Corruption = Monopoly + Discretion – Accountability (C=M+D-A)
This formula expresses that corruption emerges when someone has monopoly power
over a good or service, the discretion to decide who receives it and is not accountable.
The logical solution that seems to derive from here is that corruption can be controlled
by reducing or carefully regulating monopolies, curtailing official discretion and
enhancing transparency (Klitgaard 1998, p. 4). Also, the probability of being caught
should increase. There is only one problem when this model is considered in a given
social context, which is that the principal who should enforce all this against the unruly
agent is seldom there.
The ideal model to explain control of corruption should be an equilibrium model
without a principal agent perspective. What such a model would measure is the
collective capacity to enforce governance based on ethical universalism - any deviation
from it creating social loss and discrimination. Empirical literature has, in fact, ample
evidence to support such a model, although the idea of this holistic approach to a causal
model was advanced only recently (Mungiu-Pippidi et al. 2011). Factors could be
grouped thus:
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Under opportunities or resources:
 Discretionary power resources due not only to monopoly, but also to
privileged access under power arrangements other than monopoly or oligopoly
– for example, status groups (Weber 1978), negative social capital networks
(Olson 1965), and social orders, cartels, etc. (North et al. 2009).
 Material resources, such as state assets and discretionary budget spending,
foreign aid, natural resources (resource curse), public sector employment,
preferential legislation to influence markets (Johnston 2006) and any other
resources which can be turned into spoils or generate rents.
Under deterrents or constraints:
 Legal constraints, supposing an autonomous, accountable, and effective judiciary
able to enforce legislation, as well as a body of effective and comprehensive laws,
with control agencies able to monitor their implementation.
 Normative constraints, which implies that existing societal norms endorse ethical
universalism and permanently as well as effectively monitor deviations from that
norm (through public opinion, media, civil society, critical citizens/voters etc).
For an effective sanction we need a population of autonomous and critical citizens
capable of collective action, not a mass of citizens merely conforming to the corrupt
rules of the game.
Control of corruption or its antithesis, particularism, could thus be summarized in
the following formula:
Control of corruption = Opportunities (Power discretion + Material
resources) – Constraints (Legal + Normative)
This equilibrium formula can be tested empirically and offers a more complex picture,
not only of the individual causes of corruption (or even categories of factors), but also of
their interaction, which allows for a better understanding of why certain policy
combinations work and others do not. All elements of the formula can be affected by
human agency. Resources, for example, are not an absolute given; they can be manipulated
by policy. Power resources can be increased by discretionary regulation and red tape and
decreased by transparency; many anti-corruption policies focus on that area.
Opportunities can include a number of things, for example natural resources in
state property, foreign aid (Easterly and Levine 1997) discretionary expenditures, public
jobs, public contracts, preferential bailouts, subsidies, loans from state banks or any
form of monetary rents, preferential concessions and privatizations of state property,
and market advantages in the form of preferential regulation. Opportunities are a
mixture of resources and the discretion to allow them to be used for rent creation. In
bivariate models economies based on fuel or aid are indeed associated with greater
corruption, but in more complex models direct material resources lose their significancethey seem to be a ‘curse’ only in very poor dependent societies, which in itself is
problematic and increases the responsibility of Western donors or companies acting in
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such environments. Government investment in capital formation is a stable finding.
Countries, which spend more on ‘projects’, either in the EU or in developing countries,
tend to exert less control over corruption.
Some economists have argued that government intervention in the economy only
creates resources for corruption. Vito Tanzi (1994), for example, suggests that government
intervention in free markets creates rents and leads to a sharp rise in corruption payments.
Several papers on trade agreements and aid present evidence that control of corruption
is associated with more economic freedom, less regulation and more competition (Ades
and Di Tella 1999). Kaufmann (1997) tests the relationship between an indicator of
regulatory discretion and corruption and finds a strong correlation in a small sample of
developing countries. Power discretion is actually a robust determinant of corruption
whatever the proxy used, but economic freedom (i.e. proxies used by either the Fraser
Institute or Heritage Foundation) and red tape (cf. World Bank Ease of Doing Business)
are especially robust predictors of it (Figure 5 and Figure 6).
Husted (1999) tested a more specific ‘power distance’ – the extent to which less
powerful members of society expect and accept unequal influence – and found it
positively associated with corruption, as were the extent of dominance of materialism
and the perceived threat of uncertainty. That finding greatly supports the idea that
social conformity allows power discretion in societies dominated by particularism, but
such surveys exist for only a limited number of countries.
Figure 5. Association between control of corruption and economic freedom.

Source: Transparency International, CPI (10 = less corrupt) and Fraser Institute, Economic Freedom of the
World Index (10 = more economic freedom).
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Figure 6. Association between control of corruption and red tape.

Source: Transparency International, CPI (10 = less corrupt) and World Bank, Ease of Doing Business Index (1 =
most business friendly).

Economic freedom and red tape figures (Figure 5 and Figure 6) illustrate how
power and material resources interact, for instance rulers promoting regulations that
only increase their discretionary power and create resources for their own further
spoiling. Discretionary regulation offering opportunities for extortion can be promoted
under any regime – by a group of parties just as well as by a dictator. Thus, proxies for
political determinants become insignificant when tested in the same time period in the
model. Since all variables are interconnected and some basic modernization factors
influence many of them, a path model is needed to illustrate their relationships. Figure
7 illustrates such a model.
The equilibrium model should not, however, be understood in terms of separate
variables or even groups of them, but as a complex mechanism. More discretionary
resources in the hands of a corrupt government only increases corruption, but once the
equilibrium is reached where corruption is controlled, it is possible that if more
spending is dedicated to welfare social trust is increased and will play a very positive
role (Tanzi and Davoodi 1998; Rothstein and Uslaner 2005). It is not the volume of
government spending, but the discretion of spending which matters.
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Figure 7. Theoretical path model of control of corruption.

Constraints, on the other hand, have to be seen as societal constraints to be truly
independent of the core cause of particularism, which is inequality between public
influence resources which generates uneven access to public rents. In other words, the
government should not be expected to constrain itself through an autonomous
bureaucracy. The existence of an autonomous bureaucracy is so much part of the
definition of control of corruption that it should be considered to be part of the
dependent variable and not truly an independent factor, so as not to enter the vicious
circle of ‘when the solution is the problem’ described by development scholars (Pritchett
and Woolcock 2004). In corrupt countries bureaucracies are entirely part of the problem
through politicization, nepotism or patronage.
Could the same argument be made for the judiciary? Only to a limited extent; there
exists the principle of separation of powers for judiciaries, presently enshrined in most
Constitutions, but which does not exist for bureaucracies and which matters both in
constitutional and practical terms (recruitment, dismissal). A bureaucracy, regardless of
how it is organized, exists to implement a government’s will, so in the end it is prevented
from being truly ‘autonomous’. The judiciary is there to control government and few
governments still have direct appointment powers. Of course, the government has other
tools to prevent the judiciary from censoring it; still the distance is greater than in the
case of bureaucracy and other factors than government intervene in shaping an
autonomous judiciary (Neild 2002).
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Judiciary can be independent, but still corrupt: a good performance measure of the
judiciary must look at its accountability, not just its independence (for instance, tenure),
a measure already covered by power discretion. We find a strong association, as expected,
between autonomy of the judiciary and control of corruption, an expert score compiled
by World Economic Forum (conceiving independence from private interest also, not
just politics). That score is a highly significant and robust determinant of control of
corruption, and the significance of the judiciary performance has been previously
reported (cf. Messick 1999; Damania et al. 2004; Ali and Isse 2003; Brunetti and
Weder 2003; Herzfeld and Weiss 2003; Park 2003; Broadman and Recanatini 2000;
Leite and Weidmann 1999; Ades and Di Tella 1997). However, due to the high
discretion of the nature of its activity the judiciary remains in practice one of the most
difficult areas for external donors to treat, so there is a great distance from its significance
to some meaningful recommendations (Fukuyama 2004).
Any model explaining control of corruption – no matter how carefully built and
tested – is bound to be reductionist. Figure 7 suggests that the broader development
and stability context influences nearly all factors in the equilibrium equation and can,
in turn, be influenced by many of them in the long run. The ‘equilibrium’ model builds
on the modernization model, but departs from it in that all its factors can be influenced
by human agency. However, its empirical validation proves to be challenging. The
complex associations of variables make it difficult to find clearly distinguishable
indicators for each of them. As a result, serious co-linearity problems may arise. In
addition, the absence of time series for appropriate indicators renders such an empirical
path model hardly feasible. On the hand, a simplified cross-sectional model may also
raise potential endogeneity problems.
Table 9 proposes however a parsimonious model, which seems robust across our
three different measures of corruption (aggregate score, business survey, general
population survey). As proxies we used:
For power discretion, the score of physical integrity rights;
For administrative discretion, the ease of doing business (also, services offered
as e-government and other transparency indicators, economic freedom,
economic globalization index);
For factionalism, ethnic fractionalization;
For material resources, an indicator on abundance on natural resources. Other
indicators can be amount of spending going into procurement (this data is difficult
to find for many countries, but for the EU-28, where data is available, the effect of
the variable is significant) or amount of assistance funds as percentage of GDP;
For legal constraints, the expert score produced by the World Economic Forum
on Judicial Independence;
For normative constraints, the determinants tested were press freedom, civil
society (measured in simple numbers of CSOs per 100,000 inhabitants) and
Internet access (signifying the presence of well-informed and therefore
potentially critical citizens), social and communication globalization index.
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The parsimonious cross-sectional ‘equilibrium’ model (see Table 9) proved to be
robust, highly significant and with high explanatory power in the dataset with little
variation from one model to another and controlling for development as well as regional
differences4. Additional to independent judiciary system and lack of power discretion,
civil society, press freedom and the existence of enlightened citizens (newspaper
readership, Internet connections) positively influence control of corruption. In
particular, press freedom and civil society have previously been reported to be significant
by Brunetti and Weider (2003); Grimes (2008) and Mungiu-Pippidi (2012).
As mentioned above, testing the model predictions with time series data we have to
use different indicators compared to those that have been used with cross-country
analysis due to lack of availability of certain variables. In particular, the estimation
models presented in Table 12 introduce two new indicators, which have not been used
in the previous analysis and are part of the so-called KOF Index of Globalization: one
is a measure on the degree of economic globalization that captures trade as well as
financial openness, and the second measures the degree of social openness that is mostly
based on the data on information flows and usage of telecommunication services. The
data covers the years 1996-2011 and a sample of 148 countries. We use 3-years averages
to take the persistence of institutional indicators into account, and apply two standard
estimation methods for panel data analysis: random effects model and fixed effects
model. The latter one is used to additionally account for potential effects of countryspecific unobserved time invariant factors such as political culture, tradition, etc. We
include indicators for rural population and education to control for the effect of
development because the data on HDI is not available annually. Furthermore, since
the results might be driven by the inclusion of developed countries, columns (5)-(8)
repeat the estimations from the previous four models considering only middle and
low-income countries. Overall the models explain more than 70% of the differences
in the level of control of corruption in our total data sample, most of which, however,
resulting from the cross-country rather than time variation (which endorses the
hypothesis that causes leading to evolution or change in control of corruption are
different than causes explaining why in a given moment in time certain countries enjoy
it and others not). Our general findings are consistent with those obtained from the
cross-sectional analysis. In particular, the results show that power discretion and
dependency on natural resource revenues tend to determine poor control of corruption.
By contrast, economic openness, resulting in a higher degree of competitiveness, and
normative constraints, captured by the degree of social openness as well as press
freedom, positively influence control of corruption.

4

When using the GCB measure on corruption as a dependent variable, regional dummies are not included
because of the limited sample size. Furthermore, models IV-VIII additionally control for the effect of the
squared term of the freedom of the press score due to its non-linear relationship with the respective corruption
indicator.
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Table 9. Equilibrium cross-sectional models.
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Table 10. Panel regressions.

Conclusions
As is clear from the analysis above, only individual assessments can diagnose a
specific country and find remedies and no universal silver bullet exists. Indeed, if the
norm is not ethical universalism then the specific term ‘anti-corruption’ might even be
inappropriate in itself. What is needed to achieve results in fighting corruption is
complex state building and deep democratization, empowering those who lose from
corruption under current institutions, the upsetting of the current equilibrium and the
achievement of another, superior, equilibrium, in the medium- to long-term investment.
Cases such as Uruguay, Costa Rica, Estonia and Georgia prove that it is possible.
A forecast based on this model would imply that change in governance order
can occur only gradually and by a succession of radical actions and disequilibria
until new equilibrium is achieved with better control of corruption. That explains
why so few success stories exist, and why they seem to result more from domestic
agency and broad reforms than from typical anti-corruption focused on repressive
agencies.
Control of corruption in a society has to be understood as a complex balancing
act rather than as a group of separate factors determining corruption. Therefore
anti corruption (AC) cannot be effective unless it manages to assemble these features:
1. AC is adjusted to the real equilibrium level (particular transactions are either the
exception or the norm) as two different sets of policies apply (contextual);
2. If particular transactions are widespread AC needs to affect more than one
element (comprehensive);
3. If particular transactions are widespread, AC needs to be radical and strong
enough to affect the balance and so trigger a disequilibrium (deep);
4. If particular transactions are widespread AC needs to involve both state (e.g. fiscal
transparency) and society (watchdog NGOs) in order to influence both sides of
the formula (balanced);
5. If particular transactions are widespread AC needs to result from action by those
groups on all sides (state and society) who oppose the institutional status quo
(genuine ‘principals’) and cannot be simply conceived as top-down ‘reforms’.
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Variable description / Measurement

Percentage of respondents who answered the question: ‘To what extent do you see public officials/civil servants to be affected by corruption in this country?’ with 4 (corrupt) or 5 (extremely
corrupt).

Data on the number of civil society organizations from CIVICUS, a global network of civil
society organizations active in the area of social and economic development. The directory is
compiled for the development community and does not purport to be an exhaustive register of
all organizations.
Grimes (2009) validated the data by comparing it to the results of a comprehensive analysis
conducted at the Johns Hopkins University Center for Civil Society Studies of a much smaller
subset of countries . Though the latter employs a broader definition of civil society and measures
civil society as the proportion of a country’s workforce active in civil society, the Johns Hopkins
and CIVCUS measures correlate respectably (Pearson’s r=0.63, p<0.001, N=35)

Number of civil society organizations per million inhabitants. For more information on the
construction of the variable see ‘Civil Society Organizations (number)’ above.

In your country, how common is diversion of public funds to companies, individuals, or groups
due to corruption?

Ease of doing business ranks economies from 1 to 183, with first place being the best. A high
ranking (a low Numerical (0 to ∞) rank) means that the regulatory environment is conducive to
business operation. The index averages the country’s percentile rankings on 10 topics covered in
the World Bank’s Doing Business. The ranking on each topic is the simple average of the percentile rankings on its component indicators.

Economic globalization is characterized as long distance flows of goods and services as well as
information and perceptions that accompany market exchanges

Reflects probability that two randomly selected people from a given country will not belong to
the same ethnolinguistic group. The higher the number, the more fractionalized society. The
definition of ethnicity involves a combination of racial and linguistic characteristics.

Whether FOIA was in power this year

Variable

per cent of respondents who consider civil servants
/ public officials as
corrupt

Civil Society Organizations (number)

Civil Society Organizations per million inhabitants

Diversion of public
funds

Ease of doing business

Economic Openness
Index

Ethnic fractionalization

FOIA presence

Appendix

1 (FOIA is present) and
0 (no FOIA present)

0 (no fractionalization) 1 (total fractionalization)

2010

2001

19702010

2010

1 (best)- 183 (worst)

0 (least globalized)- 100
(most globalized)

2010

2000

2000

2012

Time
period

1 (very common) - 7
(never occurs)

Numerical (0 to ∞)

Numerical (0 to ∞)

per cent

Scale

189

183

207

183

135

191

191

110

Country
coverage

Hertie School of Governance database

Quality of Government
Dataset

Dreher (2006)

World Bank Database

Global Competitiveness Report

Quality of Government
Dataset

Grimes (2009) and
Salamon et al. (2003)

Global Corruption
Barometer 2012

Source
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Year FOIA came into power

The press freedom index is computed by adding three component ratings: Laws and regulations,
Political pressures and controls, Economic Influences and repressive actions.

Summary composite index that measures a country’s average achievements in three basic aspects
of human development: longevity, knowledge, and a decent standard of living. Longevity is measured by life expectancy at birth; knowledge is measured by a combination of the adult literacy
rate and the combined primary, secondary, and tertiary gross enrolment ratio; and standard of
living is measured by GDP per capita. The Human Development Index (HDI), reported in the
Human Development Report of the United Nations, is an indication of where a country is development wise. The index can take value between 0 and 1. Countries with an index over 0.800
are part of the High Human Development group. Between 0.500 and 0.800, countries are part
of the Medium Human Development group and below 0.500 they are part of the Low Human
Development group.

Internet users (per 100 people)

To what extent is the judiciary in your country independent from influences of members of
government, citizens, or firms? [1 = heavily influenced; 7 = entirely independent]

Total natural resources rents are the sum of oil rents, natural gas rents, coal rents (hard and soft),
mineral rents, and forest rents.

Binary variable taking the value of 1 if a country is resource-rich according to the IMF classification: A country is classified as resource-rich if its natural resources contribute to at least 20% of
its total fiscal revenues and/or at least 20% of its total exports.

Freedom of the
Press

HDI

Internet users (per
100 people)

Judicial independence

Natural resources
rents

Natural resource
dummy

Variable description / Measurement

FOIA year

Variable

1 (resource rich) and 0
(not resource rich)

%

1 (heavily influenced- 7
(entirely independent)

per cent

0 (lowest human development) to 1 (highest
human development)

0 (most free)- 100 (least
free) or reversed scale
when specified

Numerical (0 to ∞)

Scale

19962011

19962011

2010

2010

2010

2010

2010

Time
period

196

196

135

192

185

189

81

Country
coverage

IMF (2010) and IMF
(2012)

World Bank Database

Global Competitiveness Report

World Bank Database

UNDP database

Freedom House

Hertie School of Governance database

Source
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Variable description / Measurement

The Open Budget Index rates countries on how open their budget books are to their citizens. It
is intended to provide citizens, legislators, and civil society advocates with the comprehensive and
practical information needed to gauge a government’s commitment to budget transparency and
accountability.

Whether ombudsman was in operation the previous year

Year ombudsman started operating

This is an additive index constructed from the Torture, Extrajudicial Killing, Political Imprisonment, and Disappearance indicators.

Whether Anti-corruption Agency (ACA) was in operation the previous year

This is an assessment of corruption within the political system reported in a scale from 0 (lowest risk of corruption) to 6 (highest risk of corruption). The most common form of corruption
met directly by business is financial corruption in the form of demands for special payments
and bribes connected with import and export licenses, exchange controls, tax assessments, police
protection, or loans. This measure takes such corruption into account, but it is more concerned
with actual or potential corruption in the form of excessive patronage, nepotism, job reservations, ‘favour-for-favours’, secret party funding, and suspiciously close ties between politics and
business. In our view these insidious sorts of corruption are potentially of much greater risk to
foreign business in that they can lead to popular discontent, unrealistic and inefficient controls
on the state economy, and encourage the development of the black market.

Variable

OBI (Open Budget
Index)

Ombudsman presence

Ombudsman year
of creation

Physical integrity
rights index

Presence of AntiCorruption Agency
(ACA)

Risk of corruption

0 (lowest risk of corruption - 6 (highest risk of
corruption)

1 (ACA is present) and 0
(ACA is not present)

0 (no government respect for physical integrity) to 8 (full government respect to physical
integrity)

Numerical (0 to ∞)

1 (ombudsman is present) and 0 (no ombudsman is present)

0 (scant or no information available)- 100
(extensive information
available)

Scale

19842012

139

171

187

20022010

2010

131

194

2010

2010

100

Country
coverage

2010

Time
period

PRS Group (ICRG)

Hertie School of Governance database

Cingranelli and Richards (2010)

Hertie School of Governance database

Hertie School of Governance database

Open Budget Survey
2010

Source

127

% of total population living in rural areas

Social globalization is expressed as the spread of ideas, information, images and people.

Total enrolment in tertiary education, regardless of age, expressed as a percentage of the total
population of the five-year age group following on from secondary school leaving.

Year of UNCAC ratification

‘Control of Corruption’ measures perceptions of corruption, conventionally defined as the exercise of public power for private gain. The particular aspect of corruption measured by the various sources differs somewhat, ranging from the frequency of ‘additional payments to get things
done’, to the effects of corruption on the business environment, to measuring ‘grand corruption’
in the political arena or in the tendency of elite forms to engage in ‘state capture’. Estimate of
governance (ranges from approximately -2.5 (weak) to 2.5 (strong) governance performance).
The recoded version of this variable to a scale of 1 (lowest Control of Corruption) to 10 (highest
control of corruption) was also used throughout this report.

Reflects perceptions of the likelihood that the government will be destabilized or overthrown
by unconstitutional or violent means, including politically-motivated violence and terrorism.
Estimate of governance (ranges from approximately -2.5 (weak) to 2.5 (strong) governance
performance)

Year when ACA was created

Years since ACA was established

Years since FOIA came into power

Social Openness
index

Tertiary school
enrolment

UNCAC year of
ratification

WGI Control of
Corruption estimate

WGI Political
Stability estimate

Year of creation of
the Anti-Corruption
Agency (ACA)

Years since ACA was
established

Years since FOIA
came into power

Variable description / Measurement

Rural population

Variable

Numerical (0 to ∞)

Numerical (0 to ∞)

2010

2010

2010

2010

-2.5 (worst political
stability) to 2.5 (best
political stability)
Numerical (0 to ∞)

19962011

2010

2010

19702010

2010

Time
period

-2.5 (weak control of
corruption) -2.5 (strong
control of corruption)
(Alternatively recoded
to a scale from 1 (lowest
control of corruption)
-10(highest control of
corruption)

Numerical (0 to ∞)

%

1 (least globalized) - 100
(most globalized)

%

Scale

189

171

171

203

200

147

156

207

210

Country
coverage

Hertie School of Governance database

Hertie School of Governance database

Hertie School of Governance database

Worldwide Governance
Indicators

Worldwide Governance
Indicators

Hertie School of Governance database

UNESCO Institute for
Statistics

Dreher (2006)

World Bank Database

Source
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1. Government Favouritism in Europe1
ALINA MUNGIU-PIPPIDI AND
ROBERTO MARTÍNEZ B. KUKUTSCHKA

This volume reunites the fieldwork of 2014-2015 in the ANTICORRP project. It is entirely based on objective indicators and offers both quantitative and qualitative assessments of the linkage between political corruption and organised crime using statistics
on spending, procurement contract data and judicial data. The methodology used in the
analysis of particularism of public resource distribution is applicable to any other country where procurement data can be made available and opens the door to a better understanding and reform of both systemic corruption and political finance.
A mystery still persists in the European Union, the land of most accurate statistics: public
procurement in the member states. For instance, we do not know how many public contracts
are distributed competitively versus not competitively in EU Member States (MS); and we
cannot find out. In the words of the European Commission’s Annual Public Procurement
Implementation Review, published in 2014: “Some figures are very high while others appear
abnormally low. For instance, the total value of procurement below the threshold in Poland
purportedly amounted to over EUR 40 billion, while the average value of such contracts is
over EUR 200 000. The total number of contracts in Austria was reported to be as high as 1
237 968, which would mean that the average value of a contract below the threshold awarded
in this MS would be as low as EUR 1550. In Hungary, the total value of procurement below
threshold only reached EUR 1 270 425, bringing the average value of such contracts to an
improbable EUR 145 per contract. Although some of these phenomena could be explained
by the specific nature of national procurement markets, such anomalies could also result from
reporting errors and misunderstandings.” (European Commission 2013). Although the EU
has its own electronic database, the Tender Electronic Daily, only a minority of awards are
published there. Few countries publish sufficient procurement data online to allow comparison across EU-28.
The question on how competitive public procurement is in common market Europe is important, because of previous reports on a significant association between government investment
and corruption (Tanzi and Davoodi 1999). The significant association that seems to exist therefore between big money in procurement and corruption is supported also by anecdotic evidence
in the plenty, especially on public infrastructure. The ephemeral Greek finance minister Yanis
Varoufakis made himself the spokesperson of a very fluent story on how EU funding bankrolled
traditional clientelist politics in Athens for nearly two generations, thus paving the way to the
1

Full country reports were published at http://anticorrp.eu/publications/integrated-report/ and at http://anticorrp.eu/publications/country-policy-reports-on-institutions-in-public-procurement-for-the-infrastructuresector/. This publication is the policy version of field research in 2014-2015 in ANTICORRP’s Work Packages 8 and 9. For full methodological details and data please refer to http://anticorrp.eu/publication_type/
deliverable/.
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country’s final bankruptcy. Many in Greece and Europe believe this story, although they may dislike the story-teller. A significant pattern of public spending also exists in EU Member States: this
is responsible for the fact that countries with the highest perception of corruption invest more in
public works, while countries perceived as high on public integrity, though not spending less on
the whole – they actually spend more – are more modest with spending on projects (MungiuPippidi 2013). The catch, of course, is that developing countries do need more investment, and
they also tend to be the most corrupt. So what to do to continue to invest in development without de facto financing rents for political clientele?
The new European Fund for Strategic Investments (EFSI) bets on a multiplier effect to boost
Europe’s performance over the period 2015-2017. The Fund will bring many new billions into
spending, including EUR 2.7 billion from Europe’s research program Horizon 2020. Forecasts
of this presumed positive effect fail to estimate to what extent this new money will increase corruption risks: indeed, all corruption literature would plead for it to be spent on education, health,
research and development, usually under-budgeted in corrupt countries since money goes into
projects bringing more profit to favourite companies connected to the political establishment
(Mauro 1998). Sectors like research and innovation are credited to bring real multiplication,
while project investments in countries where corruption is widespread tend to reproduce the
already existing poor institutions, as it happened in Greece over many years of EU funds’ investments (Mungiu-Pippidi 2015a). The stakes of non-corrupt procurement, therefore, are high.
RESEARCH QUESTIONS
Work package 8 of the ANTICORRP project, led by the Hertie School of Governance,
and to some extent Work Package 9, led by the European University Institute, investigated
specifically these questions:
1.	 How competitive is public procurement market in EU MS?
2.	 Is the allocation of public contracts universalistic or particularistic as a rule?
3.	 If particularism seems to be the rule of the game, what kind of connection(s) explains
favouritism in public contracts allocation?
4.	 If political connections seem to be the prevalent tool for favouritism, is this a politically and economically marginal phenomenon, or does it shape the political economy
of party finance and power reproduction?
5.	 Are EU funds an exception or a confirmation to such national rules of the game in
social allocation? Should we look upon them as a blessing or rather a curse?
At the operational level these questions were addressed by seeking irregularities of procedures
(single bidding, requests for clarification) and especially non-random distribution outcomes (favourite companies).
CONCEPTS – A BROAD DEFINITION OF CORRUPTION
A few definitions need reminding in order to follow our investigation better. By particularism in the context of the ANTICORRP project we understand the deviation from the ethical
universalism norm of public resource allocation (as defined in law, rules, and the modern principles of administrative impersonality, impartiality and equality) resulting in undue benefit for
individuals or groups. Particularism limits access to resources (some applicants are favoured
and some are discriminated) resulting in unfair treatment. We know from the 88 000 respondents survey organised by the QOG team at Gothenburg University within the ANTICORRP
project that many Europeans perceive unfairness of treatment from public services: only in
10

Northern Europe we find around one third of those asked complaining about particularism,
while in Mediterranean Europe the figure is nearly half and in Eastern Europe the majority
perceives favouritism and complain about discrimination when dealing with public services.
Particularism is a broader concept than corruption, as it includes both criminalised forms
of corruption (favour in exchange for undue profit) and what Kaufmann & Vicente (2011)
labelled ‘legal corruption’. In its extreme form (most government transactions are particularistic), particularism can result in an entirely patrimonial or ‘captured’ state. The current
scholarship and policy literature on corruption uses a variety of overlapping and insufficiently
theorised concepts, such as state capture, grand corruption, regulatory capture, government
favouritism, administrative capture which operate with different presumptions – never actually tested – on what is the benchmark and what is the deviation, on one hand, and who is
the principal, and who the agent on the other. The concept of state capture is used even by
the World Bank for situations as diverse as capture by the firms (firms are the perpetrators, a
situation encountered in developed countries), costs inflicted to firms (firms are victims of extortion) or firms actually belonging to politicians directly or indirectly. While these seem to be
very different situations, they can actually be quite easily understood if governance is defined
primarily, as we do, by social allocation (who gets what). Is the distribution of public resources,
by default, catered towards specific interest groups (party in government, business elite, cronies
of ruler, etc.) with limited access for the rest? Or is it rather universal, with only occasional
deviations from this norm of individuals seeking personal gain? For policy reasons it is quite
important to understand which is the governance context of allocation, because norm building
is very different from norm preserving policies.
Table 1. How universalism-particularism continuum schematised in three ideal types
Ethical universalism

Competitive particularism

Patrimonialism

State autonomy towards
private interest

Complete

Partial, with groups
competing for capture

The state is privately
‘owned’

Administrative behaviour

Impersonal and impartial

Varies

Personalised

Individual access to
public service

Open

Limited

Closed

Type of exchanges
(transactions)

Universal (everyone
treated equally)

Mixed

Particular (from favouritism to discrimination)

Main norm

Ethical universalism

The two norms compete

Particularism

Outcome of allocation

Fair

Mix of favour and fair

Unfair

Rule of law

Yes; corruption is deviation from norm

Corruption frequent as
both favour and access
buying

Mix of privilege and
occasional corruption to
buy access

Source: Mungiu-Pippidi 2015b.
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METHOD – DATA MINING, INVESTIGATION AND STATISTICS CO
Our main investigation method is to place the majority of government transactions (or
exchanges) on the continuum in one country. Are they of a universal or particular nature?
What are the rules of the game in the allocation of public resources? This approach has important theoretical and practical advantages, as it allows:
1.	 More consideration towards the development of governance, as it no longer sees ethical universalism as the default rule and corruption as a deviation, but acknowledges
that state autonomy towards private interest is a result of long time evolution and not
the default state of nature. We expect, therefore, to find less autonomy of state towards private interest in less developed societies. Since the European Union has come to accommodate such different levels of development, a difference in governance is also to be expected.
2.	 An objective way of measuring state autonomy towards private interest by the nature
of transactions in the distribution of public resources as either particular or universal. A
particular distribution results in a measurable particular outcome, so without witnessing the hidden aspects of behaviour which put so many problems to corruption measurement (like bribing) we can identify what the norm really is in public distribution
by monitoring its results through data mining.
3.	 An outcome based definition of ‘state capture’ as the situation when significant numbers of government transactions (the threshold is debatable – we suggest 50 per cent
in this volume) are particular and a definition of ‘government favouritism’ as the
administrative behaviour by which such a non-random distributional outcome is
reached. This is very far from the ‘zero tolerance’ approach encountered in the assistance industry, but we believe it is more realistic, seeing the present reality of most
low and middle income countries.
DATA COLLECTION
The data needed to answer our research questions was collected by surveying public procurement in the infrastructure sector. Anecdotal evidence and country investigations allege
that the costs of public infrastructure projects are systematically higher in countries with high
degrees of corruption, such as Italy, Greece or new EU member states. The fact that infrastructure is a public service with great social importance, significant externalities, and “public good”
characteristics, lies at the heart of governance problems in this sector. WP8 assesses the extent
of corruption problems in the public infrastructure sector, analyses the likely causes of those
problems, including the incentive structures and political economy that sustains them and
suggests solutions on how to increase probity in the sector.
For data, we thus sought to collect all public contracts in the field of infrastructure (both
EU-funded and national ones) of at least one million euro for the same time interval selected
to cover at least two electoral cycles (2007-2013). The country selection was influenced by
the composition of our research consortium, but we organised it using the relation with the
European Union as chief variable, as a proxy of both economic development and rule of law.
Our designed panel thus included one highly developed and old EU Member State (Germany), four new EU Member States (Hungary, Croatia, Romania, and Bulgaria), one candidate
country (Turkey) and one neighbourhood country (Ukraine). However, the very uneven access to data obliged us to qualify these plans. Data from Ukraine was not accessible; in Turkey
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and Bulgaria access was only partial. Collecting the data from Romania meant assembling it
from scratch, as the national electronic portal does not publish awards in data format, needing
considerable investment in database building and IT. In short, only Croatia and Hungary had
sufficient digitalization to allow easier collection of data, although cleaning the data proved
to be a highly demanding job even in these countries. Nevertheless, only the Ukrainian paper
that we present in this volume – given the fluidity of the Ukrainian situation – is about recent
developments there; the other countries managed to follow the ascribed pattern and address
the above research questions.
Apart from the data on the allocation of contracts, ANTICORRP researchers collected
data on the winning firms (from register of commerce, mandatory interest disclosures and other sources), on market concentration in the construction sector (both the procurement market
and the general one) and on potential particularistic links. For instance, lists were compiled of
firms which donate to political parties, or where politicians or award committee presidents had
been shareholders some years before. The different access to data from one country to another
limited our attempt to a complete standard approach and is visible in the country papers.
RESULTS IN THE BENCHMARK CASE: GERMANY
Among the developed, old member states with low corruption perception Germany has the
highest public procurement expenditure in the EU, with an average of 370 billion euros a year
between 2009 and 2013. Our report, published online in full, offered a general overview of the
German public procurement (PP) historical development, the current trends in procurement
spending and assessing potential risks for corruption. Given that Germany has two parallel procurement systems active at the time, one for contracts above the EU thresholds and one for the
contracts underneath these limits, each one of them was evaluated separately. The lack of high
quality tender-level data for the case of Germany made it impossible to base the risk assessment
on objective indicators similar to the Eastern European country reports. Therefore, this report
relied on different sources of data to determine the size of the procurement spending in the country, the manner in which it is allocated and the potential risks of corruption.
The fact that almost 90% of all infrastructure contracts were awarded through an open tender
would suggest that the risks of government favouritism in this particular sector are fairly low. These
risks seem to be higher among the purchase of goods and the hiring of professional services, where
20 and 14% of contracts, respectively, are awarded through restricted or non-competitive procedures. Surprisingly, the results derived from the Tenders Electronic Daily (TED) database suggest
that the infrastructure sector has consistently had the lowest levels of non-competitive procedures
since the data is available (less than 5%). The data also reveals a large number of companies winning government contracts. In the construction sector, for example, the top construction firms
only score 5% of the total value of contracts awarded. Even when expanding the list to include the
contracts obtained by the top 15 companies, their market share only amounts to a maximum of
11% of the spending. This evidence therefore suggests that there is a healthy, competitive market
for construction contracts above the EU thresholds in Germany. Evidence regarding competition
for the national level tenders, however, is not available.
While contracts above the EU-established thresholds are awarded in a competitive manner
according to the data available from TED and analysed by us, the German business community, interviewed for the Flash Eurobarometer 374, is critical of the manner in which contracts
are awarded in the country (such data is not available either in digital, or in many instances,
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paper format, as it is archived (or not) according to different rules from one Land to another).
A majority of the respondents believe that collusive bidding and the involvement of bidders in
the design of contract specifications are widespread practices in Germany. 44% of respondents
also believe that amendments to the contract terms often occur after the conclusion of the procurement process. This figure coincides with the EU average and places Germany in the worst
performing tercile in the region. It is also worth noting that almost half of the respondents in
Germany believe that tailor-made specifications and conflict of interest in the evaluation of
bids are widespread practices in the country.
The lack of transparency and knowledge of the applicable procurement rules underneath
the EU thresholds should be a concern for Germany. Audits from the Courts of Auditors from
Berlin, Thuringia and Saxony show that the procurement regulation is often breached: 56% of
municipalities in Saxony failed to publish the results of contracts awarded through restricted
procedures and to inform about direct awards; in Berlin the Court of Auditors found that contracting authorities often ignore the thresholds that call for open tenders and award contracts
through restricted procedures and that in some cases contracts with values that would make it
mandatory to be awarded competitively are divided into smaller ones to be awarded directly or
through restricted procedures (Rechnungshof von Berlin 2014: 116).
However, we found no evidence that political connections seem to be the prevalent tool for
favouritism in Germany. None of the 100 richest Germans obtained their fortunes by competing in the construction sector: Families Goldbeck and Bauer – owners of the companies of the
same names – are among Germany’s wealthiest, but not even close to the top positions. The
top positions in the list of the wealthiest people in the country are occupied by people who
amassed their fortunes in a variety of different sectors such as the pharmaceutical, automotive,
insurance, software, transportation, retail and fashion industries, but there is no mention of
construction moguls or fortunes made on behalf of public contracts.
As concerns EU funds, at least among those contracts above the EU procurement thresholds, follow the same pattern as the contracts awarded with only national funds. The sample,
however, was very small in the case of Germany.


RESULTS IN NEW MEMBER STATES:
HUNGARY, ROMANIA, BULGARIA AND CROATIA

As all these countries offer access to significant procurement data, the results are richer.
Researchers found that the construction sector is quite competitive on the face of it – in all
cases –, but the procurement market less so. In Croatia public companies win far too many
contracts, although they are by no means more efficient. In Bulgaria top companies win too
large a share of contracts. In Romania the situation evolved greatly during the study interval.
In 2011 there were signs of PP market concentration, with a few domestic companies (small
as number of employees, but with fabulous turnover and profit rates on over 30% even during the crisis) winning all the great contracts. In 2013 and 2014 these companies came under
investigation and the report between domestic and foreign companies improved significantly.
In Hungary, the construction sector is somewhat more competitive than the rest of the public
procurement market when judged by bidder numbers (25% and 34% single bidder contracts
respectively). However, market concentration is considerably higher in construction than outside of it and proven cartel cases in, for example, highway construction suggest that open
competition is rare.
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The evidence collected by us indicates in all cases that competitive particularism seems to
be the main governance context, with all the features deriving from this: high numbers of particular transactions (in Bulgaria over 50% of contracting agencies grant contracts to favourite
firms; in Romania non-competitive allocation involves about 40% of all publicly advertised
contracts; in Hungary single bidder or captor firms won 48% of awarded contract value in
2009-2012 with their market share climbing to 70% after 2011; Croatia alone is particular in
the regard that favourite firms are public and not private.
Political connections seem to be the main link indicating favouritism in post-communist
new Member States. The results that ANTICORRP found are spectacular, from complete
reversal of fortunes of top winning companies after elections (in Hungary, see ACR1) to
statistically significant chances of winning both national and EU funds for politically
connected companies in Romania, Hungary and Bulgaria. Even in Croatia evidence was
found of complete reshuffle of management, boards and top personnel at public companies
after elections. Politicization is the main tool of controlling allocation of public resources,
with politicians and civil servants sitting in the award committees of contracts colluding
or public body heads biasing the tendering process using top-down bureaucratic chains
command. Since only Romania has published judicial data by now, a model of how spoils
are divided is offered by district one Bucharest, the richest of the country (and above average
of EU NUTS GDP): the kickback of 10-15% of all contracts were divided into 30% for the
mayor, 15% for the party broker, 30% for the two city hall advisers dealing directly with the
companies, 10% to the party local branch, and 15% to the civil servants involved (Romania
Insider 2015).
Figures from at least Romania, Bulgaria and Hungary tend to indicate that preferential
allocation is the rule of the game, despite local efforts by clean companies, civil society and
the media (in Romania notably the prosecutors as well) to push for a change. Government
favouritism is not a politically and economically marginal phenomenon; it shapes the political economy of party finance and the mechanism of power reproduction. Incumbent mayors
get re-elected with informal funds from favourite companies (used from purchasing media
advertising to direct buying of electoral gifts (Nikolova & Marinov 2015)), then arbiter the
fate of national elections. It is by no accident that in the fall of 2014 in Romania the law preventing mayors from migrating across parties was suspended by 45 days through an emergency
ordinance, so that the government party could recruit tenths of mayors from the opposition.
Corrupt mayors (known as ‘barons’) are seldom replaced by their own party, as a complete rebuilding of such funding schemes in full security with a newcomer is understandably difficult.
Only prosecutors can eventually manage to touch them, as such organised extraction schemes
provide a personal capital that they can use to their political advantage to bargain with all
great parties. And prosecutors have started arresting mayors in recent years, in Ljubljana (List
2012), Zagreb (Reuters 2014), Bucharest, and even in Bulgaria (The Sophia Globe 2014). In
Budapest, the public disclosure of city corruption had lasting effects both for the liberal party
which had held that office for most of the transition and had never managed re-election, and
for the success of the Orbán government, largely gained due to the complete self-destruction
of his predecessors (Hodgson 2010). Prosecution alone is unlikely to succeed changing the
rules of the game, however, unless some radical political change occurs which brings parties to
government that are less tied up with this kind of organised crime scheme.
Finally, how safe are EU funds? The evidence is mixed, but there are no grounds to claim
that they make the situation worse or help the ‘barons’ hold on to their fiefdoms. EU funds
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are not sheltered: evidence from Romania shows that politically connected companies win
such funds more frequently, as well as national funds. But also less procedural irregularities
can be found in relation to such funds, and EU-wide bidders put a lot of pressure on domestic
allocation mechanisms. EU funds are more competitive. The risk of corrupting EU companies as well is high, though. Figures from 2013 in Romania show that compared to 2011 as
many favourite companies exist, but the distribution is now more geographically fair, with EU
companies learning the local game as well as domestic ones. Some of great winners are already
investigated by prosecutors. As to Bulgaria and Hungary, funds do seem to indicate somewhat
more risk there: In Hungary (Fazekas et al. 2014), procurement tenders funded from EU
Funds are considerably less competitive and display more red flags such as contract modification during implementation (e.g. for increasing total contract value). The absence of increased
risk in Romania may be due to the very low absorption rate.
The overall landscape of public resource allocation in post-communist member states,
dominated by politicization and particularism is reminiscent of the early democratic history of
some advanced Western democracies. This is not to imply that some natural evolution exists
out of particularism. If American or French political parties have evolved, even imperfectly,
from a period when spoiling public resources and politicizing public administration were regular practices, countries such as Greece, Italy or Spain in Europe, or Argentina in Latin America (more developed than any of the post-communist countries discussed here after the First
World War) have not sufficiently evolved or plainly stagnated. Particularism is a suboptimal
equilibrium and time alone is no guarantee of evolution: societies do not naturally grow
out of it and into public integrity.
RESULTS IN ACCESSION COUNTRIES: TURKEY
Turkey seems an exceptional case in this context, as it is also in the QOG survey, reporting far less corruption than new EU MS (Charron 2013). However, recent developments
(Wordsworth 2014) as well as our report raise signals of alarm. Our requests for contract-level
procurement data remained unanswered by the Turkish Public Procurement Agency. Therefore, aggregate data on public procurement have been used to trace developments in law and
implementation. They indicate that post-2002 incumbent AKP government has to a large
extent considered construction investments as an engine of economic growth which resulted
in a substantial expansion of this sector. The Turkish Public Procurement Law (PPL) came
into force in 2003 to bring Turkey into compliance with EU procurement standards. Although
certain improvements have been achieved, frequently introduced exemptions distorted the rules
and procedures for transparency, competition and non-discrimination. A considerable number
of amendments have aimed at removing major public contracts from the scope of PPL. Recently,
Public-Private Partnerships (PPPs) have been used principally to build up large-scale infrastructure projects. Due to the large capital requirements and the fact that the legal structure of PPPs
is largely incompatible with the PPL and the EU regulations, only a smaller group of companies
which have allegedly close connections with top level AKP politicians win PPP projects worth
billions of Euros. Thus, under the current framework, PPPs in the Turkish construction sector
are significantly prone to corruption risks and seem to be used to consolidate the power of incumbents over media.
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CONCLUSIONS AND RECOMMENDATIONS
The main conclusion of this report is that public procurement needs far more transparency
and monitoring in old Member States, where it is far from perfect, as well as new ones and accession countries, where major problems can be identified, partly due to more transparency
and monitoring. While the case of Turkey indicates that similar competition enforcement rules
should also be applied to PPP, one main conclusion is that uniformization of legislation alone is
no guarantee of a clean procurement. In some countries, kickbacks from public contracts seem
a well-established industry, and we see from Italy that it can resist judicial purges and be reborn
with a more civilised face (Davies 2013). Countries like Bulgaria have not even started the purge.
Frequently, as in Romania or Turkey, purges come under political attack for partiality so their
results are not sustainable if more in depth reforms do not accompany or follow them.
But what reforms? While every one of our reports has its own country specific recommendations, we suggest that a successful strategy should concentrate on:
1.

Reducing the resources for corruption

 rocurement in Europe needs more transparency. Data availability should be improved;
1.1 P
awards as well as execution data should be published in data open formats. Digitalization
makes archiving of such data easy, but some countries do not have mandatory rules of
storing and publishing such data. Such rules are indispensable.
1.2 EU funds should be tied with mandatory rules of digitalization, open data and transparency more generally. An inbuilt monitoring mechanism based on full transparency
of procurement (so that monitoring costs are low, the media, businesses and civil
society contributing voluntarily) should apply to the new ‘Juncker’ fund as well as to
more traditional funds. By complete transparency we understand an online system of
tracking expenses, from advertising to awards, management and final payment.
1.3 EU funds could be better protected if designed for a more universal type of allocation
than for projects ending up with favourite companies. One thousand scholarships for
top IT students can hardly be used in a particular way and may be a far better investment in growth than a new airport or sports hall.
1.4 At least for EU funds, grassroots consultations and consumer surveys should be organised for all community stakeholders. Citizens are largely absent from the process
of design, execution and evaluation of EU funds and only occasional surveys collect
their opinions, which risk being very negative. Social accountability should be built
in the process of awarding and evaluation of EU funds. It would be a gain both for
the integrity and reputation of the EU.
1.5 The rules restricting the access to EU funds (like previous success in winning EU
funds or large monetary guarantees) should be removed. They do not protect the
funds from corruption; they only cut the work of those awarding the funds. Instead,
they foster favouritism so it may be better to invest more into the screening of bidders
and the award procedure than to provide rents directly through rules meant to actually protect the integrity of EU funds.
2. Increasing the constraints for corrupt behaviour
2.1. Controlling can be improved by developing a monitoring mechanism based on distributional outcomes rather than strictly on procedures. The existence of favourite firms,
17

agency capture, single bidder, partiality of co-funding by national governments should
be strictly monitored. For EU funds reporting requirements could be introduced so
that such self-monitoring and control is done by national controlling agencies or even
management operational funds themselves. Such monitoring is currently done only
by civil society or not at all. Externalizing to specialised NGOs can also be a solution.
2.2. Rather than introducing new rules, old ones should be enforced. An example is TED,
where many countries complete the required fields only partially or slice contracts up
to avoid the requirement to publish the tender at TED. TED should be extended and
fines introduced for late or incorrect filling in.
2.3. Plans for a European prosecutor should go on and the institution activated as early as
possible.
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2. Corruption Risks in the Romanian Infrastructure
Sector 
˘ ˘
MADALINA
DOROFTEI AND VALENTINA DIMULESCU

Improving public infrastructure in Romania has been a significant policy goal in the past
25 years. Unfortunately, although large amounts of public funds were spent in the construction sector from 2007 to 2013 (an average of 6.6% of GDP), the end results in terms of
project finalisation and quality did not match this investment. One of the main presumed
explanations is that public contracts were awarded in a particularistic manner to companies
enjoying government favouritism to such an extent that their high profits are gained to the
detriment of quality in all impunity.
The present research brings significant statistical evidence to the existence of government favouritism in public infrastructure procurement. The practice of single bidding
(where only the favourite company bids) and the awarding of contracts to politically
connected companies seem to exist in the entire public procurement market. Nonetheless, non-EU funded contracts present a higher corruption risk. Only one out of seven
contracts receiving European funding were awarded to a single bidder, as opposed to one
out of four contracts financed by state budget. Still, one out of every three contracts won
by a politically connected firm involved European funding. Government favouritism (its’
simplest and most obvious indicators are single bidding and the existence of a political
connection for winners) involve about 40% of the contracts between 2007 and 2013. Favouritism in public procurement is the rule of the game at the regional level, widespread
at the local level and quite frequent in state-owned companies. If we estimate the value of
kickback conservatively at 10 per cent (it is always solicited in cash, according to prosecutors) the figures returned evolved under three different governments from a minimum of
144 million euro in 2007 to a maximum of 333 million euro in 2011 (maximal) and an
average of over 200 million yearly. Out of a total of 6064 contracts examined, 15% went
to firms that financed political parties through legal donations.

Introduction
The 2014 Cooperation and Verification Mechanism (CVM) report of the European Commission (EC COM (2014) 37 final) pointed out that Romania has made improvements over
the years in fighting corruption, but that the public procurement sector is particularly vulnerable to such risks, especially at the local level where administrative capacity is weak. This
reflects also the perception of business people, journalists and ordinary citizens interviewed by
Eurobarometer, who identify high risks of corruption. In Romania, the construction sector is
especially important since public spending in this particular domain accounts for 58% of total
public procurement.
The present research uses Romanian public procurement data from 2007 to 2013 and
it reviews national procurement patterns in procurement legislation and practice. Detecting
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corruption risks in public procurement is achieved through descriptive and inferential data
analysis, noting the differences between EU funded public procurement and nationally funded
public procurement. To trace the particularistic links which may influence public resources
allocation (Mungiu-Pippidi 2014) we use both statistical and qualitative methods. Finally, we
list some options on how to tackle access to public procurement information and help limit
corruption.

I. Material Stake: Public Procurement in Romania
1. General View – the Public Procurement Market
The necessary information on national level indicators was obtained through a freedom of
information (FOI) request sent to the National Authority for Regulating and Monitoring Public Procurement (ANRMAP) and answered after more than 30 calendar days, the legal limit.
The present report does not contain any information on Public-Private Partnerships (PPPs)
because, although several projects had been publicly announced, no such partnerships were
signed. In Romania, no PPP projects have been finalized since 2010, due to controversial legislation. Therefore, the following analysis of national level data on procurement relies entirely
on the public procurement contracts registered in the Electronic Public Procurement System
(SEAP). However, at least a third of public institutions did not use SEAP back in 2007 when
it was set up. The number of users has gradually increased and, by the end of 2014, 14,721
contracting authorities were registered in SEAP (from 9,591 in 2007).
The existing official data shows that public spending increased continuously from 2002 until 2008. Only the world economic crisis, combined with the European debt crisis, put an end
to its growth rate in terms of absolute value (million euros). As a percentage of GDP, total general government expenditure reached 40.6% in 2009, and slowly declined to 35.1% in 2013.
The three consecutive years that registered the highest government expenditure – 2007,
2008 and 2009 – were election years, in which the quality of governance decreased. For example, before each electoral campaign, the government decided to augment salaries and social
expenditures above the state budget sustainability level (SAR 2010).
Government expenditure stabilised at around 50 billion euros in the last four years of the
period under scrutiny. In contrast, public procurement (at least the volume declared in SEAP)
reached a first peak of 17 billion euros in 2009 (14% of GDP), when the country was already
facing economic crisis. While the Romanian economy contracted by 7.1% (negative GDP
growth rate) in 2009, the augmentation in public procurement spending also coincided with
a much higher total value of direct purchases. It may be that a new simplified procedure easing direct non-competitive purchases of goods, services and works, was used to help certain
favourite firms face a more difficult economic environment. Another scenario suggests that
public procurement at the time was greatly influenced by both the presidential and European
elections in 2009 and by the need to finance companies that had contributed to these election
campaigns.
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Figure 1. Total procurement volume and its share in GDP

Source: EUROSTAT, ANRMAP and own calculations

The declared value of public procurement contracts stalled in 2010 despite a growing number of contracts and direct purchases from year to year1. One explanation for the phenomenon
might be the impact of austerity measures combined with the end of the presidential and European electoral races (resulting in a smaller demand for public contracts from campaign sponsors). Romania signed a stand-by agreement with the International Monetary Fund (IMF) in
2009. At the time, government expenditure was slowly decreasing in absolute value, as public
wages were being cut due to austerity measures. However, Romania barely implemented some
of the IMF requirements and only mimicked economic reform during the period of 20092012 (SAR 2013). After 2010, public procurement returned to its 2009 share in total general
government expenditure (Figure 2).
Figure 2. Share of public procurement in total general government expenditure (%)

Source: EUROSTAT, ANRMAP and own calculations
The law was modified in 2009, when the threshold for direct purchases was raised to 15,000 euros from
10,000 euros.
1

21

In terms of the number of public procurement contracts, starting with 2008 there were
over 100,000 contracts signed almost every year: the SEAP platform recorded over 122,000
contracts in 2009 and 2010, while in 2013 the number dropped to 81,000. Declared direct
purchases progressed from 38,710 awards in 2007 to over 1.1 million awards in 2013, following closely the growing number of contracting authorities that registered in SEAP: from 9,591
public entities at the beginning of 2008 to 14,721 in 2014.
2. Public Procurement in the Construction Sector
In this case, the definition of public procurement in the construction sector refers to three
divisions (44, 45 and 71) present in the Common Procurement Vocabulary (CPV) that cover all
products and activities (works and services) related to the construction sector in the European
Union. Thus, the evaluation of public procurement in this particular sector includes all contracts
falling under the abovementioned CPV divisions.
Public spending in construction reached nearly 7 billion euros in 2007, peaked at 11.6 billion euros in 2009 (the year of European and presidential elections) and one year later dropped
to 6 billion euros. Afterwards it surged again to 10.6 billion euros (2011) and in the following two years it settled to around 9.1 billion euros. By comparing public procurement in the
construction sector with total public procurement, one concludes that the general trends are
closely followed at the sector level. Despite the economic crisis, 2009 represents the peak, both
in absolute value and in percentage – share of GDP and share of total government expenditure.
Two explanations may arise. One is that maybe the additional number of contracting authorities registered in SEAP brought a relevant increase in the volume of declared procurement
without more spending actually taking place. But it may also be that procurement spending
was kept up by politically connected companies that were either in financial difficulties or in
need of funding in electoral years and which found alleviation in public contracts. The increasing number of contracting authorities registered in SEAP and of direct purchases can hardly
explain the huge value spent in the construction sector in 2009 only, over 3 billion euros,
compared to all the other years (Table 1), which suggests that elections (presidential and European) taking place in that year might have played a role.
Table 1. Direct purchases volume – public procurement in the construction sector
YEAR

2007

2008

2009

2010

2011

2012

2013

EUR million

0.04

0.62

3043.5

106.96

168.24

175.38

251.04

Source: ANRMAP

Although the number of contracting authorities registering in SEAP kept growing in subsequent years, the share of construction procurement in government expenditures or in GDP
never returned to its 2009 level. Austerity measures had an impact on the 2010 construction
related contracts, but as noted before, the IMF requirements became looser and looser in terms
of public procurement. Also, the pressure of elections faded away until 2012.
Romania is well known especially for its serious problems with road infrastructure. The GGI
– sub-index 2.02 Quality of roads ranks Romania even worse – from 100th place in 2006-2007
to 121st place in 2014-2015. According to EUROSTAT data, the length of motorways in use
scarcely progressed from 113 km in 2003 to 550 km in 2012. Currently, the length of motor22

ways in use does not exceed 700 km. This is an extremely low number, compared to the length
of national roads in Romania – around 17,000 km according to official Ministry of Transport
(MT) statistics (Ministry of Transport, 2015). Thus, the important share of construction spending in total procurement, an average of 58% (Figure 3), is explained by the country’s need to
modernise its infrastructure.
Figure 3. Share of construction spending in total procurement (%)

Source: ANRMAP and own calculations

Figure 4. Public procurement in the construction sector – European funding

Source: ANRMAP and own calculations
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The state budget allocations for road infrastructure are insufficient to build all the necessary motorways. Many infrastructure projects thus received a boost along with the infusion
of European funding. The share of EU funded contracts in the overall construction sector
grew from 6% in 2007 to over 47% in 2013 (Figure 4). Romania had problems in accessing
and spending EU funds in the first years of membership (2007 and 2008). It had to gradually accelerate its absorption rate so as not to lose the allocated money for the 2007-2013
programming period. The small number of EU funded procurement contracts in construction is illustrative of the state’s poor capacity in absorbing EU funds earmarked for this sector – from a couple of hundred at the beginning of the programming period to over 1300
in the last years. One explanation may be that regulations and controls are stricter for this
category of funds.
3. Firm Level Analysis of the Construction Sector
Romania’s construction sector seems at first glance a non-concentrated market divided
between many domestic companies and an important number of international companies.
From 2009 to 2013, the number of international companies in the Romanian top 100 construction firms grew from 27 to 35, and their profits surged. In 2009 multinational firms
made up 16% of the total profit and in 2013 the figure reached almost 65%. At the same
time, Romanian companies’ average turnover for these five years was close to 68.3%, ranging from 70.9% in 2009 to 59.8% in 2013. This is a sign of low efficiency in activities run
by domestic companies compared to international companies. All in all, national firms prevail in the overall construction sector (private and public markets combined), which is not
surprising. Nevertheless, the number of international companies and their profits indicate
fierce competition on the market.
The database used in the analysis contains 1484 winning companies for the period January 1st
2007 – December 31st 2013, out of which 145 are international firms (9.8% out of total number
of firms). Over 46.5% of all firms won an EU funded project in the construction sector in the
researched period. Out of the 691 companies that participated in public procurement in the
construction sector and won EU funded contracts over 1 million euros, 107 were international
companies (over 15% of all companies).
More than 73% of the international companies present on the public procurement construction market2 compete with national firms for EU funds. For the entire 2007-2013 period, EU
contracts account for 37.1% of total public procurement, with international companies holding
a high share on this specific market segment (almost a third on average). In the same year, 2011,
when one of the highest shares in EU funded public procurement contracts won by international
companies was recorded, the largest number of international companies was active on the
market (see Figure 5).

2

In this context, the public procurement market consists of contracts over 1 million Euros.
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Figure 5. EU funded public procurement projects in the construction sector - share of contracts
(by value) won by international companies

Source: own calculations

A large number of firms with very small market shares make up the public procurement
construction market involving contracts with a value of over 1 million euros. The number of
companies that compete in the public procurement sector involving EU funded projects increased as the market became more transparent and the absorption rate of European funds had
to be augmented. Interestingly enough, domestic firms more than doubled their numbers in
2009, when international firms’ market share in EU funded projects in the construction sector
dropped from 37.2% in 2008 to 26.2% in 2009 (Figure 5).
Does public funding matter for the average construction company? A brief investigation
of relevant top 45 construction companies in terms of total turnover (in 2013) that won EU
funded contracts in the researched period shows that roughly one fifth of their yearly turnover
depends on public funding. A small number of firms, around 6, make over 50% of their revenues in connection with public procurement contracts. Almost 15 companies present in the
top 45 companies do not depend at all on public contracts above 1 million euro (average for
the period 2008-2013).

II. Detecting Corruption Risk in Public Procurement
1. Public Procurement Contracts: Observations
Around 440,000 award notices were extracted from SEAP resulting in a database consisting of 60643 contracts above the 1 million euro4 threshold won by 1484 companies in the
period 2007-2013. Contracts with missing data were excluded. We focussed on all public
procurement under 44, 45 and 71 CPV divisions, 557 framework contracts included. Most
of the contracts (94.7%) imply works, while 5.3% are public procurement contracts for the
The discrepancy between the high number of award notices and the contracts included in the database resides
in the fact that most of the awarded contracts do not exceed 1 million Euros.
4
The contract values have been converted into EUR using an average monthly exchange rate. Inflation was
not taken into account.
3
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supply of goods or services. The final database comprises 53% of the overall value of public
procurement in the construction sector and over 68% of overall value of EU funded public
procurement in the construction sector5.
Almost a third of all contracts won in the public construction sector also received external
EU financing (1905 out of 6064 contracts, see Table 2). It must be noted that the award
notices contain unstructured information (filled in heterogeneously) regarding types of EU
funding which had not been processed. Still, one could observe that besides the Structural
Funds and the Cohesion Funds, other sources of financing included the European Bank for
Reconstruction and Development, the European Investment Bank, the Schengen Facility or
the pre-accession instruments (PHARE, ISPA and SAPARD).
The award criterion for all procedures was in 46.3% of the cases “the lowest price”. Instead,
contracts receiving European funding were awarded at “the lowest price” in 37.4% of the cases,
the rest being awarded based on “the most economically advantageous” criterion. Also, 1 out
of every 31 contracts was awarded at a price exceeding the estimated value of the contract and
1 out of every 19 contracts were awarded exactly at the estimated price6.
Table 2. Database description
2007

2008

2009

2010

2011

2012

2013

All years

Total no. of contracts

823

847

765

773

1124

881

851

6064

Total no. of EU funded
contracts

45

76

195

298

548

414

329

Total no. of contracts
with single bidder

230

224

152

175

267

156

93

Total no. of EU funded
contracts with single
bidder

13

16

21

52

105

34

18

2998

4374

4094

3744

7644

5044

4518

Combined value of
awarded contracts
(EUR million)
Combined value of
awarded contracts that
received EU funding
(EUR million)

1905
1297
259

32 417

12 029.6
282.8

523.6

951.5

1321.2

3699

2653

2598

Source: own calculations

Most of the contracts have been awarded through an open procedure – any company
fulfilling the criteria stated in the SEAP notice could submit an offer. This is the case for EU
funded contracts as well. However, non-competitive procedures such as types of negotiation
or restricted accelerated procedure are less frequent in the awarding of contracts that receive
European financing, as opposed to nationally funded contracts (Figure 6).

5
6

The percentages are probably even greater, as we operated downwards corrections on the value of contracts.
There were 4883 contracts and framework contracts for which the estimated value was filled in.
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Figure 6. Procedures used in awarding PP contracts

Source: own calculations

2. Market Shares, Single Bidding and Politically Connected Private Firms
Firstly, we investigated if there is market concentration indicating non-competitive contract
awarding. In computing yearly market shares for each of the unique winners we excluded the
framework contracts – as they are signed for long periods of time, they involve large values and
they do not imply that the whole amount be used up by the end of the period. We did not have
access to subsequent contracts with full information, therefore the SEAP database was reduced
to 5507 contracts above 1 million euros.
For each year of the researched period, the four-firm concentration index was under 25%,
while the Herfindahl-Hirschman Index7 registered extremely small values – under 227 out of
a maximum of 10,000. Therefore, we conclude that there is no market concentration in the
Romanian public procurement construction sector.
Secondly, we needed to establish how widespread single (non-competitive) bidding is and
under what circumstances it occurs. The practice of single bidding was found in around 21.4%
of the cases, meaning one out of every five contracts was won by single bidders. Also, one out
of every 7 contracts was awarded to official donors of political parties (averaging 13% of the
entire awarded value, and 12% of the total value of European funded contracts). Although
international firms have not won many contracts over the years (under 8%), on average, they
were awarded a third of the total value of EU funded contracts during the researched period,
reaching a share of 42.6% in 2013 (see Figure 5).
EU funded contracts recorded a much smaller number of single bids, although the year 2011
is a notable exception. Almost half of the contracts in this category received European funding in
the respective year. Thus, one out seven EU funded contracts was awarded non-competitively
through single bidding, as compared to one out of four in the case of nationally funded contracts. Also, the combined value of awarded contracts that received EU funding is quite large,
exceeding one third of the total value of all contracts in the database (Table 2).
The Herfindahl-Hirschman Index is used in assessing the level of concentration on a certain market. It aggregates the squared market shares expressed as a percentage (not in absolute value). Thus zero means perfect
competition while 10,000 indicates a monopoly.
7
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Single bidding is encountered both at local level and at national level (Table 3). The practice has been declining for the past few years (see Table 2). Consequently, the number of single
bidders has decreased, from 153 in 2007 to 69 in 2013. An exception is the year 2011 when
the highest number of single bidders was recorded – 183.
In 283 of the cases stretching from 2007 to 2013, single bidder contracts were awarded to
politically connected companies (political donors and firms with other political ties), accounting for 21.8% of the total number of single bidding contracts. In contrast, party donors and
politically connected firms won on average 167 contracts per year. The year 2011 is yet again
an exception since 221 such contracts were awarded.
Table 3: Single bidding contracts as share of the total number of contracts awarded
by different types of contracting authorities

Share of single
bidding
Out of a total no. of
contracts

AR

Comp.

CH&LC

County C.

Deconc.

Central G.

CNADNR

Road D.

33.3%

21.4%

20.9%

21%

17%

22.2%

22.3%

26.8%

114

1962

2248

548

441

126

444

71

Legend: AR: autonomous regies Comp.: fully or partially state-owned companies CH&LC: city/town halls and local
councils County C.: county councils Deconc.: deconcentrated public service departments Central G.: central government CNADNR: Romanian National Company of Motorways and National Roads Road D.: road and bridges
departments awarding contracts in the road infrastructure sector at local and county level. Source: own calculations

In order to explain the occurrence of single bidding, we ran some simple logistic regressions. Model (1) and (2) in the regression table below (Table 4) draw upon the database containing information on over 1 million euro contracts extracted from SEAP. Model (3) draws
upon a manually constructed database which includes road infrastructure contracts that have
different values, above and below 1 million euros. Statistical analysis indicates that single bidding is negatively and significantly associated with EU funded projects in both models (1) and
(3). In the first case, winning a contract with European funding is associated with a decrease of
52.7% in the probability of having won by single bidding. Therefore, the results point to the
fact that single bids are more common in winning Romanian public budget contracts. EU
funded contracts, in contrast, are awarded on a more competitive basis. Moreover, being
a politically connected firm leads to a 21.2% higher probability that the firm in question won
via single bidding – there is a significant association between having a political connection
and winning through a single bid.
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Table 4. Logistic analysis for single bidding with different constraints
as explaining variables
Dependent variable: Single bidding
(1)
Independent
variables

Coeff.

Exponentiated
coeff.

EU Funding

-0.748***
(-9.87)

Coeff.

Exponentiated
coeff.

0.473***

-0.480*

0.618*

(-9.87)

(-2.20)

(-2.20)

Political Connection

Constant

(3)

(2)
Coeff.

Exponentiated coeff.

0.192*

1.212*

(2.51)

(2.51)

-1.100***

-1.340***

-.0487***

(-30.72)

(-38.01)

(-11.44)

Observations

6064

6064

2448

pseudo R-sq.

0.0170

0.0010

0.0016

Logit estimations; z statistics in parentheses; * p<0.05, ** p<0.01, *** p<0.001;
Note: Exponentiated coefficients give de odds ratio (the ratio by which the dependent variable changes for a unit change in an
independent variable.

Source: own calculations

Thirdly, we looked for evidence of favouritism in patterns of allocation. The data shows
some “lucky” private firms, which win far too many contracts compared to the average. Such
companies are also political party donors or some political connection can be established in relation
to them (Delta ACM 93, Hidroconstructia, Tel Drum, Cast, Selina, Tehnodomus, Tmucb, Tehnic
Asist, Victor Construct, Deltacons, Pa&CO or Romstrade). Other frequent winners include Top
55 companies, such as Confort, Vega’93, Tehnologica Radion, Tancrad, Spedition Umb, Strabag,
Straco Grup, Inspet, Condmag, Dafora, Technocer, Constructii Erbasu, Iasicon etc.
Privileged firms are awarded mainly nationally funded contracts (two out of three contracts are non-EU funded, from a total of 1175 contracts from 2007 to 2013). Nevertheless, the
number of awarded contracts is significantly associated with the existence of political connections
irrespective of the funding origin, be it national or European. Even more interesting, international
companies are significantly negatively associated with the number of non-EU funded contracts,
while being significantly associated with the number of EU funded contracts. International companies are more active on the EU funded public procurement market and seem to be either discriminated against or not competing on the nationally funded procurement market. Finally, the number
of contracts won can be explained by political connections and the frequency of single bidding in pre-electoral years in almost 45% of the cases (see Table 5).
To document ‘political connections’ a list of all firms which officially donated to political parties
between 2007 and 2013 was compiled. Firms signalled by investigative journalists to have political
connections were also added (a full list documenting such ties is available upon request8). National
and local media reports were also used to document less apparent connection types (more distant
relatives, former colleagues of award givers who are shareholders in privileged companies).
8
Best investigative journalism sources in Romania are Rise Project (https://www.riseproject.ro/) and Clean
Romania (www.romaniacurata.ro).
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Table 5. OLS analysis for number of awarded contracts
Only non-EU funded

All contracts

Only EU funded

Dependent variable: number of awarded contracts
Independent variables
Political connection

(1)

(2)

(3)

0.359***
(3.75)

(4)

(5)

(6)

International company

(7)
0.282*
(2.10)

0.281***
(3.68)
-0.602***

0.415***

(-10.02)

(6.19)

Single bidding frequency

1.286***
(13.89)

Constant
Observations
R-sq.

1.112***

0.801***

1.217***

0.573***

0.518***

0.581***

1.169***

(47.16)

(24.49)

(46.56)

(30.16)

(24.67)

(28.22)

(24.82)

3090

3090

3090

3090

3090

3090

1377

0.0089

0.297

0.015

0.0084

0.0331

0.0111

0.4486

Robust OLS regression estimations; t statistics in parentheses; * p<0.05, ** p<0.01, *** p<0.001; Note: the OLS regression
for all contracts takes into account the pre-electoral years 2007, 2008 and 2011. Source: own calculations

3. Evidence of Agency Capture
Corruption is abuse of authority resulting in a preferential (particularistic) social allocation (Mungiu-Pippidi 2013). In order to trace it, we investigated whether or not one private
contractor obtained a disproportionate share of contracts from a public agency9. We aggregated the yearly total value of contracts awarded by contracting authorities and computed the
share of each winner in relationship with the respective contracting authority per year. Agency
capture was defined as being the case when the share of the total value awarded by one
contracting authority during a year to only one company surpasses 50%, if the contracting authority awarded at least three contracts in the respective year.
In accordance with this definition, the resulting database recorded, from 2007 to 2013, a
number of 211 capture situations (cases when a contracting authority gave more than 50% of
its total awarded budget to only one company) which involved 435 captured contracts. At least
one fifth of the capturing involved restrictive awarding procedures. Although the captured contracts accounted for only 7.9% of the total number of analysed contracts, the value of captured
contracts rounded up to over 17% of the entire value investigated in the researched period: 4.7
billion euros out of 27.5 billion euros. The pre-electoral year 2011 was again a notable exception
in the average annual captured contracts in terms of total values, with a share of 21.7%.
When referring to the total captured value (4.7 billion euros), both national and international firms won large portions of public procurement contracts (22 international companies
account for 36.3% of the total captured value). Party donors and other politically connected
firms (a total of 22 different companies) accounted for 28.1% of the total captured value.
Most of the captured agencies are contracting authorities at sub-national level: a total of
77 capture cases were registered at local level and 69 at county level, amounting to almost 70% of
all captures. In terms of contract value, the same sub-national capture makes up to 46.1% of the
Framework contracts were omitted, leaving a total number of 5507 contracts under scrutiny. As in the case
of market shares, they would have distorted the information regarding yearly total volumes.
9
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total value of capture (or 2.16 billion euros). State companies, however, award the highest total
value (over 45% of the total captured contracts or 2.1 billion euros) since they account for a large
portion of the 2007-2013 awarded contracts (46% or 12.7 billion euros). Still, the highest rate
of capture (reflected in the share of captured contracts out of the total value of contracts awarded
by one type of agency) manifests itself at the central government level (37.1%) which accounts
for only 6% of the total awarded contracts but those are contracts with high value. The central
government awards more valuable contracts since it disposes of the most resources.
County councils, however, trade openly with favourite firms. Nearly two thirds can be
considered as being captured (27 of 42, Bucharest City Hall included) and hold the second
place in terms of rate of capture (26.3% of the awarded value is captured). Canvassing all statements of assets and interests of county presidents, nicknamed ‘local barons’ in the Romanian
jargon (59 County Council Presidents who held office from 2008 to 2013) plus the 215 public
procurement award committee presidents – considered as being the main award givers – at county
level in the same interval we found an insignificant number of direct conflict of interest cases. Favourite companies at county levels do not directly belong to politicians or bureaucrats in charge of
procurement, as in the early transition years: connections are more subtle and can only be found
by researching early business associations (or memberships in various select clubs, such as masonry)
to find those business people who are trusted by politicians. In many such cases, now under official corruption investigations, a kickback of 10-20% is the rule (in cash). Favourite companies are
needed also because of the trust factor necessary for such transactions.
Logistic regression analysis indicates that agency capture is significantly associated with
both single bidding and with politically connected firms. Instead, the same association is not
significant in cases of agency capture involving only contracts funded by the European
Union (see Table 6). The more demanding rules related to EU funding thus prevent open
particularistic allocation. However, since we know that politically connected companies are
more likely to win also EU funds (Table 5), there are probably other, less obvious ways than
open capture to stream these funds to favourite companies.
Table 6. Logistic analysis for Agency capture with different constraints as explaining variables
Full sample of unique captures/
non-captures

Only EU funds

Dependent variable: agency capture
Independent variables
Single bidding

(1)

(2)

(3)

0.666***

0.1325

(4.16)

(0.47)

Political connections

(4)

0.344*

0.336

(1.98)

(1.31)

-3.245***

-3.127***

-2.936***

-2.993***

(-32.57)

(-32.48)

(-24.61)

(-23.72)

Observations

4679

4679

1713

1713

pseudo R-sq.

0.011

0.0024

0.0003

0.0025

Constant

Logit estimations; z statistics in parentheses * p<0.05, ** p<0.01, *** p<0.001; std. errors are clustered by agency
Source: own calculations
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CONCLUSIONS AND RECOMMENDATIONS
The present analysis of public spending in the Romanian construction sector shows patterns of systematic particularism in the allocation of public contracts. Out of a total of 6064
contracts, 15% go to firms that financed political parties through legal donations. If we
take into account all contracts (excluding framework contracts) that were awarded through
single bidding, politically connected companies or capture (according to the abovementioned
definition), then for the entire 2007-2013 period almost 42% of transactions are particularistic, amounting to 46% of the total awarded values. A recent avalanche of cases opened by
National Anticorruption Agency (DNA) in 2014 and 2015 involve all three major political parties which governed in the same time interval. These investigations also show that the kickback
for privileged companies has become a rule. If we estimate the kickback value at 10 per cent
conservatively (it is always solicited in cash, DNA 2015), under three different governments
from a minimum of 144 million euro in 2007 to a maximum of 333 million euro in 2011
(maximal) and an average of over 200 million yearly. The true value is probably higher, as the
contracts excluded from our sample are those not advertised on public portals or/and smaller
than one million euros. Those are more prone to be granted via connections.
The agency-capture analysis indicated that corruption risk in public procurement occurs
frequently at sub-national and in state-owned companies- this being a less frequent practice at
the central government level, unfortunately counterbalanced by higher values of particularistic
contracts. The research results on county councils are corroborated by the recent investigations
and indictments filed by the anti-corruption and national prosecuting agency, DNA, whereby
more than half (22 out of 41) of county council presidents are being charged with acts of
corruption. Most of the companies that “captured” contracting authorities are politically connected firms. Moreover, following the analysis above, one out of ten contracting authorities
has been captured by a single company. However, there is no guarantee that particularism
does not present itself in a situation of non-capture, in the more subtle forms of collusion,
shadow bidders and others.
European funded contracts, compared to non-EU public contracts, are less prone to corruption, as the rules are more strictly implemented and the controls are more frequent. The EU
funded public procurement market is competitive, with a strong international presence. Only
one out of seven EU financed contracts were awarded by single bids, as opposed to one out
of four contracts financed by the state budget. The practice of single bidding and the tendency
to establish political connections exist in the entire public procurement market. Nonetheless,
the non-EU funded contracts present a higher corruption risk as single bidding is negatively associated with EU funding, but positively associated with political connections. Agency capture
is significantly associated with both single bidding and with politically connected firms, but not
in the case concerning strictly EU funded contracts. Still, one out of every three contracts won
by a politically connected firm received European funding. Data analysis concluded also that the
number of awarded contracts per company can be explained by single bidding and the existence
of a political connection in 44% of the cases in pre-electoral years.
One of the main requirements for detecting corruption is access to data and information.
The Romanian government’s commitment to increase transparency in the public procurement
sector is currently not evident and the tools in place do not favour deep analyses of corruption
risks. More troubling is the fact that not even the state has the right instruments to perform a
correct statistical evaluation. Resources exist in the already committed budgetary allocations
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(such as those for open government), but are not spent and implemented or could be covered
by European funding. Political will, and not funding, seems to be the problem. Thus, our
recommendations are the following:
1
 . 	The new electronic system for public procurement (SICAP) should enable information to be extracted in a functioning unitary database which would contain several
verification and selection filters (the system should, first and foremost, not allow crucial information to be missing). Omitting a contract must automatically be penalized
with administrative fines. Plus, the data export module from SICAP to CSV format
should allot greater attention to diacritic symbols.
2. 	According to the National Anticorruption Strategy 2012-2015, Specific Objective 6
titled “Increasing Efficiency of Corruption Preventing Mechanisms in the Area of Public Procurement”, “assembling a database of companies that have carried out contracts
with public funding inappropriately” is being considered. However, its implementation
has been trailing for a while. It would be useful for this “black list” of companies to be
instantly available to all actors involved in public procurement, at least in the future,
through SICAP. For EU funded projects, a similar system is the so-called ARACHNE
tool whereby public servants within contracting authorities have the possibility of accessing an extensive amount of information on companies. Contracting authorities
would be most advantaged, as they would have access to the names of business operators towards which they should exercise caution when awarding both nationally funded
and European funded contracts. Contracting authorities could be encouraged, in the
bid evaluation stage, to seek out the names of bidding companies in this database, and
ignoring potential alarming signs could be considered evidence of intended fraud. Also,
ANRMAP or its successor agency could publish regular reports on this issue and make
these available to the general public.
3
 . 	The annual report of each public authority or company should include a chapter
on the effectiveness of procurement (‘value for money’). This report should be published no later than February of the following year. The methodological rules of FOI
Law 544/2001 already specify that the report needs to contain a justification of the
authority’s budget (how objectives are met through spending) and can additionally
contain a template for a chapter on public procurement. Unfortunately, at this time
there is no department in the Romanian Government to monitor the completion of
this report, and the Court of Accounts is limited to procedures and cannot make the
necessary connection between how much tax-payers pay and how much they get for
their money. A system of administrative sanctions for omitting to fill in this report is
also necessary.
4
 . The practice of single bidding and that of the “lowest price” criterion should be legally limited.
5
 . 	The Romanian government should give up its intention of subordinating the future
national procurement agency to the government through the Ministry of Finance and
work with EU Commission assistance instead to depoliticize and professionalize the
agency’s personnel.
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 . The Bulgarian Public Procurement Market:
3
Corruption Risks and Dynamics in the
Construction Sector1
RUSLAN STEFANOV, TODOR YALAMOV AND STEFAN KARABOEV

The Bulgarian public procurement market constituted 9% of national GDP on average
between 2009 and 2013, making it a key public resource for allocation and an object of
corruption pressure. Approximately a third of the total construction sector and half of the
Top 40 companies’ turnover in 2013 came from public procurement. Similar concentration
is also evident on the supply side, with public works reaching above 50% of the value of all
public procurement contracts the same year, implying an increase in corruption risks. The
firm-level analysis of the public procurement contracts awarded to the Top 40 construction
companies by turnover included in the paper, confirms the trend of concentration. Using
public procurement data on Bulgaria from the EU’s TED database we find that single bidding, the foremost corruption risk red flag in public procurement, is more prevalent in public procurement involving national than EU funds. In addition, linking the database of the
Top 40 construction companies to the TED database, we discover that politically connected
companies win a higher share of the single bidding public procurement contracts involving national funds than EU funds. The risk reduction effect of EU funds in single bidding
contracts diminishes with the value of the contract. While the data does not conclusively
uncover specific types of favouritism, it points to increased corruption risks, especially involving large-scale construction projects in infrastructure and energy.

Introduction
Bulgaria has been repeatedly defined as a high corruption risk country, in which the resources and opportunities for corruption are high, while deterrents and constraints remain low
(Mungiu-Pippidi, et al. 2011, pp. 40-41). Its governance regime has been described as moving
gradually from patrimonialism to open access order, with most of its features still in the competitive particularism stage (Mungiu-Pippidi, et al. 2014, p. 25). Hence, if the normative ideal
of good governance is equated with open access order,2 Bulgaria is still far from achieving good
governance. Widespread bribery persists in the country (CSD, 2014), and the allocation of
This is an abbreviated version of an earlier paper published as part of WP8 of the FP7 research project ANTICORRP. The original paper contains more detailed methodological and data parts, as well as legal framework
analysis and is available online at: http://anticorrp.eu/publications/report-on-bulgaria/. The methodology for
the data collection, and the data itself are available upon request. The authors would like to thank Professor
Alina Mungiu-Pippidi and Dr. Ramin Dadasov, Hertie School of Governance, Dr. Mihaly Fazekas, University
of Cambridge, and Mr. Munir Podumljak, Partnership for Social Development for the comments and suggestions offered to earlier versions of the paper.
2
For a detailed discussion on how good governance relates to a taxonomy of governance regimes and to corruption and anti-corruption, please see Mungiu-Pippidi, et al. (2011), Contextual Choices in Fighting Corruption: Lessons Learnt, Hertie School of Governance and NORAD, Berlin, 2011.
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public resources remains particularistic and unpredictable. EU membership, however, brought
some transparency and accountability with it. As one of the main channels for transferring
public resources to the private sector, studying the functioning of the public procurement
market in Bulgaria and focusing on construction can provide important insights into the opportunities and constraints to corruption or favouritism in Bulgaria. We start by presenting
the material stake or the available resources for distribution through public procurement. Then
test what is the character of their allocation based on the single bidding red flag for corruption risks, using TED data for Bulgaria and a database of the Top 40 construction companies,
specifically constructed for this paper. We conclude with some recommendations for public
policy in Bulgaria and the EU.

1. Material Stake: the Bulgarian Public Procurement Market
in Construction
1.1. General public procurement market
The term “public procurement market” is defined in this paper as the supply of goods,
services and construction works3 for the public sector and the utilities, for which the legislation prescribes specific procurement procedures. This definition excludes the supply of goods,
services, and works below certain (minimum) threshold values4, which according to Bulgarian
law do not require such specific procedures. In this context, the public procurement market
includes most of the current and investment consumption of the central and local government
bodies, the legal entities they finance and/or manage (“conventional” contracting authorities),
as well as the “sectoral” contracting authorities (energy, water supply, etc.)5.
On average, public procurement made up 9% of Bulgaria’s gross domestic product (GDP)
from 2007 to 20136. While small by EU standards, public procurement grew steadily from
€1 billion in the early 2000s to a peak of just above €5 billion in 2009 before dropping to €3
billion in 2010 in the wake of the Eurozone economic crisis (see Figure 1). Both peak years
of public procurement contracting since Bulgaria’s EU accession – 2009 and 2013 coincided
with parliamentary elections. In both years, the non-cyclical spike in public procurement came
in the months just before the elections, clearly indicating the intent of incumbent governments to win voter support through the allocation of public funds. The rise in public procurement contracts in pre-election months has been documented also before EU accession, before
the 2001 and 2005 parliamentary elections (CSD, 2006).

There are different terms in the literature describing “construction works”, such as “public works” or just
“works”. This paper uses the term “construction works” as this is the terminology used by the Bulgarian Public
Procurement Agency. It is assumed that the construction sector has carried out the total value of the contracts
classified by the PPA under “construction works”.
4
As of January 2015 the minimum thresholds, under which the application of the public procurement procedures prescribed by the Law on Public Procurement is not obligatory are: BGN 264,000 (app. € 142,254) for
works and BGN 66,000 (app. € 35,564) for goods and services.
5
The division between “conventional” and “sectoral” contracting authorities is used here as provided in the
Bulgarian Law on Public Procurement.
6
The authors have taken all due care to ensure that the provided data is comparable across years. No changes
were detected in the reporting system or legislation, which might bias the comparability of the data over time.
If not mentioned otherwise all PP data refers to values without VAT.
3
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Figure 1. Share of the total public procurement volume to GDP in Bulgaria (2007- 2013)

Source: NPA, NSI, 2014

EU funds have been playing an increasingly important role in the public procurement
market, providing for roughly a quarter of all public procurement announcements in 2013.
This has added pressure on the Bulgarian authorities to spend funds at any cost before their
eligibility period runs out, leading to spikes in EU funds’ financed public procurement in the
years 2009 and 2013. EU funds are disbursed at 7-year budget cycles (2007- 2013) under the
so-called “n+2” rule, meaning that money has to be contracted at the latest by the year n (e.g.
2013) and invoiced by the year n+2 (e.g. 2015) or has to be returned to the EU budget. The
European Commission’s (EC) actions against Bulgaria have pointed out the continuing inability of the country to properly manage EU funds. In 2008, the EC forfeited €220 million from
one national pre-accession programme, and froze EU funds earmarked for road infrastructure
development in 2008 citing irregularities in the management of EU assistance programmes,
and the lack of adequate systems of ex-ante and ex-post controls (Vachudova, 2009). The 2008
measures taken by the EC against Bulgaria were triggered by the uncovered conflicts of interest in the Road Infrastructure Fund, which had awarded tenders to companies controlled by
relatives of its executive director at the time. The director was acquitted at first instance in
April 2015, with the court ruling that the said contracts had not been signed by the head of
the agency, but by its regional directors7. Problems seem to persist as the EC froze and subsequently unfroze EU funds for the country again in 2013- 20148.
After the first EU budget cycle for Bulgaria drew to an end in 2013, and financial penalties
and corrections imposed by the European Commission started to increase, the government
resorted to two practices which are likely to have increased corruption risks in this domain:
covering withdrawn EU funds because of penalties and/or freezes with funds from the national budget, and over-contracting the available EU funds. In this manner the government
wanted to guarantee that the whole amount of EU funds available to the country would be
Bulgarian National Telvision. (30 April 2015) Former Road Infrastructure Chief Acquitted in ‘Big Brother And
Brother’ Case. [WWW]. Available at: http://bnt.bg/en_news/former-road-infrastructure-chief-acquitted-inbig-brother-and-brother-case [Accessed July 1, 2015].
8
Novinite.com. (4 December 2014), EU Unfreezes Bulgaria’s Blocked Funds for Regional Development,
[WWW]. Available at: http://www.novinite.com/articles/165213/EU+Unfreezes+Bulgaria%27s+Blocked+F
unds+for+Regional+Development [Accesses 20 March 2015].
7

37

invoiced by 2015 even if some of the projects had delayed, not approved or altogether scraped
by the EC (43rd National Assembly of the Republic of Bulgaria, 2014). This practice grants
additional discretionary power to the government and the public administration as they get
to decide, which projects (and respectively contracting authorities and contractors) receive
national funds to compensate for the loss of EU subsidies, and which not.
The findings of the main control bodies of public procurement in Bulgaria – the Public
Procurement Agency (PPA), the National Audit Office (NAO) and the Public Financial Inspection Agency (PFIA) – seem to confirm the existence of high risks of corruption in the
procurement process given that the violations of the public procurement laws and procedures,
according to PFIA, remain very high: In 2013 out of 2,333 checked contracts 918 were discovered to contain violations. The ex-ante control performed by the PPA on EU financed public
procurement also showed a high number of violations. As of 2014 some 30% of the checked
procedures were not fully compliant with the law. Progress reports under the Cooperation and
Verification Mechanism (CVM)9 (EC COM (2014) 36 final) of the EC underline that the
ex-ante checks by the PPA are limited in scope, which raises questions as to their effectiveness.
There are also doubts about the effective enforcement of rules and the application of sanctions.
Bulgaria has introduced an electronic database for all public procurement contracts in the
country since 2006 to monitor and control the allocation of public funds. Although the register
is constantly updated, the PPA refuses to make it public despite the fact that doing so involves
only very low transaction costs. This, in turn, hinders the opportunities for better monitoring
and policy advice. This decision also cases doubt on the adopted new legislative provisions for
transparency from 2014, which establish two new platforms: an “E-Monitoring”10 platform
to collect, archive and ensure online access to awarding committee protocols, contracts and
annexes, framework agreements, subcontracting documents, etc.; and an “E-Audit”11 platform
to allow physical persons and institutions to present, in a structured way, signals of deviation
from the legal procedures established in the Bulgarian Law on Public Procurement (LPP) and
in contract implementation (Markov M., Dimova E., Aleksandrov A., 2014).
At the same time the risks of corruption are exacerbated by the frequency and the high
number of legislative changes introduced to the LPP citing EU legal approximation as the underlying reason. While the EU has enacted only two major changes in public procurement in
the past decade, Bulgarian lawmakers have introduced a total of 27 sets of amendments to the
public procurement law since 2005. The 2014 CVM report (EC COM(2014) 36 final) notes
that in the area of public procurement, a complex and ever changing legislative framework
has made it even more difficult to create a culture of objectivity and rigour. This confirms the
observation that while EU accession apparently led to the creation of new legal constraints to
corruption, its implementation remains problematic.
1.2. Key indicators of the Bulgarian construction sector
The share of the construction sector in the gross value added (GVA) of the Bulgarian economy averaged 7% in the 2007- 2013 period. Following the onset of the European economic
9
The CVM was introduced by the EC for Bulgaria and Romania upon their accession to the EU for monitoring their progress in tackling corruption and organized crime, and on judicial reform to achieve EU justice an
home affairs standards.
10
Art. 126(a) LPP.
11
Art. 126(b) LPP.
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crisis, its turnover has slumped by more than 30%, compared to its peak in 2008, reducing
the share of the sector in total GVA to 5% in 2013.12 This has increased the dependence of
construction companies, in particular larger ones, on public procurement contracts. By 2013
the number of active enterprises in the construction sector decreased by a fifth from when
compared to its maximum level achieved in 2009.
Between 2008 and 2013, the top 100 construction companies13 in Bulgaria concentrated
on average 31% of the total turnover of the sector (see Figure 2). Less than 1% of the construction companies in the country have a combined average turnover of EUR 2.5 billion. The
firm level analysis, based on a sample of the Top 40 construction companies (see Section 3.2.2.
below), shows that they controlled 15% of the total turnover of the sector in 2013. While this
does not seem like a high concentration rate, it certainly implies that there are not many construction companies in Bulgaria that can handle larger public procurement contracts.
Figure 2. Share of the Top 100 and Top 40 construction companies by turnover
in the total turnover of the construction sector (2008 - 2013)

Note: In 2012 the Bulgarian government repealed the regulation on so called small public procurement (under
certain threshold), which led to the inclusion of such contracts in the Public Procurement Registry, which diluted
nominally the concentration of the sector.
Source: Eurostat, APIS, 2014; CSD calculations.

1.3. Public procurement trends in the Bulgarian construction sector
Both the number and value of public procurement contracts for construction works registered a significant increase between 2010 and 2013. Their numbers rose from 1,269 in 2010
to 2,561 in 2013. The respective increase in the total value was from €728 million to €2,105
million. The very low volume of public procurement of construction works in 2010 is attributable to the aftermath of the economic recession in Bulgaria and the subsequent tightening
of fiscal policy. In 2011 and 2012 there has been a significant rise in the public procurement
contracts in the construction sector. This increase is related to the rush for absorption of EU
funds – for which 2013 was the last year before decommissioning them – and to higher pre12
13

Based on PPA and NSI data for the period 2007-2013.
According to the National Classification of Economic Activities.
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election spending and a fiscal loosening by the newly elected majority, following the parliamentary elections of May 2013.
In the 2010-2013 period, there was a clear trend of concentration of public procurement
contracts in construction works vis-à-vis the supply of goods and services, and of larger value
construction contracts. While in terms of numbers the share of the construction works contracts has remained relatively stable, their value as a share of total public procurement contracts
has increased steadily to over 50% in 2013. This rising concentration of public procurement
in construction works has been attributed entirely to the rise of large-scale construction projects14: construction works with values above €1.1 million have risen to 43% of the total public
procurement value in Bulgaria. During this same period, the concentration of public procurement on the supply side coincided with an increase in the importance of public procurement
for the construction sector or a concentration on the demand side too. In 2013 the total public
procurement value for construction works reached 31% of the total construction sector turnover, transforming the public administration into the largest single customer of the industry
(see Figure 3). The leverage power of the public administration over the resources available to
construction companies increased substantially, which in the absence of higher deterrence to
corruption, implied rising risks of corruption and/or favouritism.
Figure 3. Share of construction works public procurement
in total construction sector turnover (2008 - 2013)

Source: PPA, 2014; CSD calculations

2. Detecting Corruption Risks in Public Procurement in Construction
So far the analyses of corruption risks in public procurement in Bulgaria have been primarily based on two traditional economic models: (a) the principal-agent model; and (b)
the classical individual behavioural model, using case studies. These traditional models regard
corruption as an individual trait, and as a deviation from the norm, which is typical for wellestablished western democracies. The classical models assume difference between the procurer,
the winning company, and the controlling/law enforcement system. They are less helpful in
The PPA uses the following thresholds for classifying the size of public procurement contracts in goods,
services, and construction works in Bulgaria: EUR 0 - EUR 102,258; EUR 102,258 - EUR 1.1 mln.; above
EUR 1.1 mln. The latter are considered large contracts and undergo a specific pre-screening by the PPA.
14
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guiding anti-corruption reform policies in captured states and societies, in which corruption
is still so widely spread that individuals believe it is the norm, which is the case in most new
EU member-states, (Mungiu-Pippidi, 2011). Hence, governance-based models seem more appropriate for detecting corruption risks in Bulgaria as they view this phenomenon as stemming
from a set of institutional characteristics, which either provide resources/opportunities for
corruption or deterrents/constraints to control it (Mungiu-Pippidi, 2013). A paramount characteristic is the political embeddedness of certain firms, which are endogenous to the setting
and implementation of the rules of the game, including the full procurement life cycle (from
needs assessment and feasibility studies, to the drafting of ToRs, and to subsequent control).
This is primarily due to the dysfunctional control, judicial and political systems, which do not
prevent, disclose and prosecute shadowed conflict of interests. Studies suggest that the odds for
a (politically) networked firm to influence laws are five times higher than a firm, which is not,
and similarly wins more public contracts than the not connected (Yalamov, 2012). Grødeland
(2006, 2007) reaches similar conclusions based on content analysis of in-depth interviews of
elite groups in Bulgaria, Romania, Slovenia and the Czech Republic.
With its EU membership Bulgaria has shown its willingness to embark on a course towards
open access order (or a good governance model), which EU funds and peer pressure from other EU members are supposed to help bring along faster. However, the majority of international
and national assessments concur that Bulgaria’s distribution of resources remains particularistic, with citizens perceiving corruption as the norm, which has impacted the very mechanisms
meant to curtail it, such as the EU funds (Stoyanov, Stefanov, and Velcheva, 2014).
We use two firm-level data-bases to map the frequency of occurrence of the most important red flag capturing the probability of government favouritism occurring in public procurement (particularistic distribution of resources) – single bidding (Fazekas, Toth, & King, 2013).
We identify the companies in the two databases, which are likely to be politically connected
through media content analysis and expert interviews. Then, we test how politically connected
companies fair in single bidding procedures vis-à-vis non-connected ones in EU and nationally financed public procurement to detect corruption risks.
2.1. Data and methodological note
The firm-level analysis presented in this paper is based on two datasets – first, a database with
4928 procurement contracts between 2009 and 2014 from the TED structured dataset (TED,
2008-2014) and second, a manually constructed database using a sample of the Top 40 construction companies, ranked according to their total turnover for the period of 2008-201315.
The TED based dataset includes records with primary or additional CPV codes 44, 45 and
7116, and was further cleaned to allow higher reliability and validity of data for subsequent
hypothesis testing. Identification data for contracting authority (CAE) and winning entity
include name, national identification number, and address. The recoding lead to a reduction
of the 475 different contracting authorities, available in the original database, down to 300
organizationally independent contracting authorities, as for example some organisations were
Despite repeated requests under the Access to Public Information Act and the sending of several official
letters for obtaining specific indicators for all public procurement contracts in the construction sector, the
Bulgarian Public Procurement Agency (PPA) has not responded, and has effectively refused to provide the
requested information.
16
These three CPV codes relate most closely to construction. They have been used also in other ANTICORRP
analyses, see Fazekas, M., Toth, 2014.
15
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present with more than one branch. Similarly, in terms of winning entities in the original database there were 3573 unique names, which were reduced to 2321 unique entities17.
The Top 40 database includes information on the number of public procurement contracts for construction works, awarded to the selected companies, based on CPV codes 44,
45 and 71. The data was manually extracted from the Public Procurement Registry based on
the companies’ national identification number. For a more comprehensive analysis firm level
data encompasses the construction procurement contracts for public works awarded to third
companies (hereafter referred to as linked companies), in which the selected sample of Top
40 firms have equity ownership. The value of each public procurement contract, awarded to
a linked company is recalculated depending on the percentage of ownership of the respective
primary company included in the sample. Other (softer) types of dependency between Top 40
construction companies and third parties (e.g. participation in the board of directors or similar
governance structures) are not considered.
The variable for political connectedness was constructed on the basis of screening of the
Top 7 and Top 40 companies, and the top 40 most-frequent contractors in the TED database by a) media content analysis and b) a panel of experts in corruption, state capture and
construction. We consider a company to be connected not just when there were media articles on this, but when there were solid family, corporate or party ties between the owners
of the company and mayors, ministers or the respective municipal council chairs according
to long-term media reports originating from competing media outlets, and/or when more
than two experts agreed on that. The process resulted in a total of 35 companies (including
linked through capital control) that are direct contractors in public procurement in the
TED database and 126 consortiums between some of those 35 companies and others18.
The variable is named POLITIC coded with 1 if connected and 0 if not (see section 3.2.1.
below). The way the variable is constructed implies that it measures only the strongest connectivity, without accounting for smaller, locally or more loosely connected companies.
2.2. Economic dependencies and corruption risks in the Bulgarian construction sector: firm level analysis of public procurement
2.2.1. Single bidding as an indicator of corruption risks
Public procurement with single bidding is a serious red-flag for corruption due to at least
two factors: a) entry barriers − contracting authorities may have designed such tender specifications especially for a specific company or a combination of companies (which is more often the
case) − and b) political embeddedness, i.e. tacit knowledge and relationships that allow politically connected firms to bid in tenders with difficult or impossible requirements that will later be
amended or ignored through low implementation controls. Large sized contracts usually facilitate single bidding, as larger bids might have explicitly high thresholds that can be met only by
a reduced number of companies, usually the biggest ones. Thus, once you are “in” the market of
public procurement, you have privileges against the others. We will look for the effect on single
bidding of European funding (contracts with EU funding) and of political embeddedness.
We consider the 2321 entries as relatively independent centers. But some 41% of them were consortiums of
more than one company, which sometimes have different capital control relationships to the individual winners elsewhere in the database. The next step and case for further research would be to decompose the winners
to ultimate beneficial owners and their decision making power.
18
The list could be obtained by the authors for academic purposes only.
17
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We tested altogether eleven models of competitive versus single bidding using the TED database: one on the whole database, four per quartile of size of contracts, one only with national
contracts (all reported in Table 1) and four more to compare the odds for single bidding over
time (2009-2011 and 2012-2014) and by funding source (all contracts and only national),
and one to account for the effect of the contract size directly. Single-bidding in construction
gradually decreased over time from 27% in 2009 to 17% in 2014.
In the main model (Model 0) our two independent variables, EU funding and political
connections (which are not correlated to one another) show a statistically significantly impact
(p=0.000) on our dependent variable, i.e. competitive bidding (coded 1 for competitive bids
and 0 for single bidding). The positive coefficient for EU funding means that this variable
fosters competition, while the negative coefficient for political connection means that its existence reduces competition. If only nationally funded contracts are considered, the political
connectedness increases the odds of single bidding (Model 5).
Models 1-4 divide the contracts included in the database into quartiles according to their
size and show that although the size of the contract (especially if in the top quartile) contributes to single bidding, and is statistically significant (p=0.006), the correlation, albeit weak,
(r=0.043) between the number of offers provided and the size of contracts and the existence of
EU funding counteracts this relationship. The average public procurement contract with EU
funding is 3.6 times bigger than the average nationally funded contract. The positive impact
of EU funding could be seen in Model 1, where the odds for competition are highest among
all models and even political connections are not statistically linked to single bidding. This is
most probably possible because of the close EU monitoring of larger EU projects. As the size
of the projects goes down, the monitoring is weaker and political influence increases (in Model
4 it is the only statistically significant variable).
Table 1. Binary logistical models explaining single bidding
Dependent variable: Single bidding
Model 0
All contracts

Model 1
Top quartile

B
sig

EXP
(B)

B
sig

EXP
(B)

B
Sig

EXP
(B)

B
sig

EXP
(B)

B
sig

EXP
(B)

EU funding

0.746
(0.000)

2.108

1.317
(0.000)

3.732

0.607
(0.002)

1.835

0.681
(0.004)

1.975

-0.160
(0.496)

0.852

Political connection

-0.80
(0.000)

0.449

0.250
(0.245)

1.284

-0.907
(0.000)

0.404

-1.919
(0.000)

0.147

-1.493
(0.000)

Constant

1.544
(0.000)

4.681

0.807
(0.000)

2.241

1.731
(0.000)

5.647

1.828

6.223

1.863
(0.000)

Independent variables

Model 2
Second quartile

Model 3
Third quartile

Model 4
Lowest quartile

National
funding
B
sig

EXP
(B)

0.225

-1.001
(0.000)

0.368

6.441

1.577
(0.000)

4.841

Observations

4876

1006

1006

1010

1013

3345

Pseudo R2
Cox and Snell
Nagelkerke

0.024
0.041

0.063
0.100

0.024
0.045

0.064
0.112

0.030
0.052

0.020
0.032

Notes: Unstandardized and exponential coefficients provided, standard error in parenthesis. *** p<0.01, ** p<0.05,
* p<0.10. The observations in models 1 to 4 do not sum up to total observations in model 0 due to missing information on size of contracts in some cases.
Source: Authors’ calculations based on TED, 2015 extraction.
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In the 2012- 2014 model of competitive bidding the contribution of EU funds to competition measured by the exponential coefficient increased by 55% from 1.574 in the 2009-2011
model to 2.44. Simultaneously, the role of political connectedness decreased by 31%. This
seems to be entirely due to the higher control over European funds management procedures
(including limiting the practice of eliminating competition through administrative tricks leading to single bid opening), which share has increased in overall public procurement. If we
consider only the nationally funded projects, then the single bidding situation with political
connectedness deteriorated by 32% in the last three years compared to the first period, signifying increasing corruption risks.
Competition in bidding can be analysed from two more perspectives – one is that of
companies, which engage in single bidding, and the second is that of contracting authorities,
which procure through single bids. Slightly above a fifth of all winning entities have been
engaged at least once in a single bidding tender. Out of them a privileged share of 59% have
been winning only single-bidding tenders, and 76% have won more than half of their bids as
single-bidders. Single bidders are domestic firms or consortiums dominated by domestic firms
(with the notable exception in the field of energy where foreign companies dominate); they are
linked to one contracting authority – 66% of single bidders work with only one CAE; and on
average they get 85% from their total procurement turnover from a single CAE.
Common sense has it that corruption risks increase with lower competition or with lower
diversification of procurement contracts to different contractors. While, there might be highly
specialized tenders, which legitimately call for limited competition, it is unlikely that contracting authorities will always run such specialised construction procurement, in particular as the
market deepens and CAEs experience grows. Hence, we built the Herfindahl-Hirsch index
of concentration for CAEs based on relative shares of contractors. And there is a statistically
higher average concentration for CAEs weighted through the contracts for single-bidding (index=0.32) compared to two or more bids (index=0.24), with level of significance p=0.000.
Pearson correlation between the number of offers per contract and the associated concentration of CAE is low (r=-0.134), but significant (p=0.000), and suggests, as expected, that the
higher the competition (at the stage of offers), the lower the concentration (at the stage of
implementation). Other things being equal lower concentration should mean lower prices.
This result suggests that reducing single bidding is a valuable policy option, which could lead
to competition and public funds savings. The TED database does not contain information on
how many bidders were found non-eligible due to the bidding requirements, hence competitive procurement bids (seen at the time of submission of offers) might turn out to be single
bids (at the end) due to administrative issues and subject to discretion of the procurement
committee. Although policy-makers could not artificially create more competition they are
advised to limit administrative discretionary power to reject bidders the right to propose offers.
At the same time, correlation analysis on the side of contractors suggests that the higher
the frequency of single bidding, the higher the number of awards per company (r=0.998,
p=0.000, R2=0.996). This implies very high efficiency of single-bidders. Many CAEs are
highly dependent on one contractor – 28% of all CAEs had a single procurement partner
in construction during 2009-2014, and 70% had a single contractor responsible for more
than 50% of the spending on construction by the respective CAE. Such CAEs would be
considered as “captured” (Doroftei & Dimulescu, 2015). We tested this model for captured
agencies, using two measures of capture: first is a dichotomous divide between those contracting entities, which have a single contractor that received more than 50% of all procure44

ment funds (“captured”) and all others (“uncaptured”); and second, a continuous measure of
the concentration index for CAE. Table 2 shows the two models using the different capture
measurements. The first uses binary logistic regression with dependent variable being the
dichotomous variable used by Doroftei and Dimulescu (2015) and the second using linear
regression. The data suggests that political connectedness is not significant and does not
explain the “capturing” of the agency, while it does contribute to the concentration index.
It seems that the rationale why this is so could lie in the specifics of the CAEs and suggests
that the threshold of 50% for one company is too broad (70% of contractors labelled as
captured) but also because capturing in Bulgaria often follows a different (more coalitional)
pattern compared to Romania. We tested if specialised winners (measured through the concentration index based on shares of contracts with different contracting authorities) would
tend to work with captured contracting authorities. The test was negative. This also confirms the coalitional capture model where politically connected firms would join forces with
each other and sometimes with non-connected firms to obtain procurement contracts from
highly concentrated contracting authorities (41% of all contracts are with consortiums).
Table 2. Analysis of diversification of CAE partners in procurement
Dependent variable

Agency capture
(binary logistic)

Concentration of CAE (linear regression)

B
sig

EXP
(B)

B
sig

STAND
(B)

T

Single bidding

-0.586
(0.000)

0.556

-0.078
(0.000)

-0.114

-7.961

Political connection

0.185
(0.065)

1.203

0.036
(0.002)

0.045

3.154

Concentration
of winner

-0.140
(0.167)

0.869

0.13
(0.243)

0.17

1.168

Constant

0.056
(0.753)

1.058

0.383
(0.000)

2.241

18.331

Independent variables

Pseudo R2
Cox and Snell
Nagelkerke

0.011
0.017

R =0.129
R2=0.17
Adjusted R2=0.16
ANOVA F=27.436

Source: Authors’ calculations based on TED, 2015 extraction.

2.2.2. The Top 40 construction companies: analysis of performance
and corruption risks
Concentration of public procurement is also visible at below sector levels. The top 40
procurement winners from TED database account for 62% of the total procurement volume
in construction. Four companies account for 23% of all TED records and the list of top 40
companies compiled by the authors controlled 23% of the total value of the public procurement market in Bulgaria, which was more than double their share compared to 2008, the last
year before the European economic crisis. After the crisis began, EU funding replaced national
funding in large-scale public procurement of construction works (see Figure 4), which, according to the single bidding analysis of the TED database presented above, would have been
expected to reduce the risks of corruption. However, other things being equal, with the rise of
45

the EU funding share in their turnover, one can expect incumbent companies to become more
accustomed to the rules governing EU funding and gaining the confidence to try and find
ways of capturing EU funds in similar ways as they did with the national ones.
Figure 4. Weight of the EU funding in the public procurement market value
of the top 40 construction companies*

Source: PPA, CSD calculations; * excluding duplicates, i.e. large scale public procurement contracts, in which two
companies from the selected sample took part.

There are also other emerging governance problems likely to dim the better performance of
EU funds in terms of less corruption risks than national funds. In the period of 2011-2013 the
share of municipalities among the contracting authorities with EU funds increased steadily (see
Figure 5). Bearing in mind that most Bulgarian municipalities depend on the central budget
for financing their operations, they are unlikely to be able to cover for any financial corrections
imposed by the EC or national authorities on their EU projects. There have already been cases
reported in the media that financial corrections on EU funded projects imposed by the EC and/
or delays in reimbursement of funds have led to the deterioration of the financial viability, and
have even triggered insolvency procedures, of smaller municipalities. This is turn has made them
even more dependent on central budget subsidies to keep their functions going.
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Figure 5. Type of contracting authorities, which have awarded public procurement contracts to the top
40 construction companies (EUR mln. without VAT)

Source: PPA, CSD calculations.

The Top 40 construction companies have grown increasingly dependent on public procurement for their turnover in the period of 2008-2013 (see Figure 6). This implies an increase in
their motivation to apply pressure on the public administration to secure such contracts. The
stagnation in the private construction market has, on the other hand, empowered the public administration to influence the profits of the construction companies, which has in turn provided
it with additional leverage to extract corrupt payments. Extracting rents from this concentration
can take very different forms. For example, provided the overall inefficiency of administrative
control over the implementation of mushrooming infrastructure projects in Bulgaria, companies
can more easily lower quality standards, thus both saving money and creating artificial demand
for their services in the future, as badly built infrastructure deteriorates at faster rates. The country might in this manner drag itself into an infrastructure trap, maintaining high infrastructure
expenditures as a share of GDP, yet continuously lagging behind average European levels in terms
of both quality and quantity (CSD, 2009).
Figure 6. Share of public procurement revenue from construction works in the total turnover of the
top 40 construction companies (2008- 2013)

Source, PPR, Commercial registry, CSD calculations
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The analysis of the data demonstrates that the Top 7 construction companies in terms
of awarded public contracts commanded more than two-thirds of the public procurement
contracts for construction awarded to the Top 40 companies. The top seven companies move
significantly above the average Top 40 sample values, both in terms of number of contracts
awarded and, especially, with regard to overall contracted value (see Figure 7).
The data from the Top 40 revealed slightly lowered average ratio between forecasted and
contracted prices. This coupled with the limited number of restricted tenders and the competitive number of offers (5 on average) indicate higher levels of competition among companies
for winning public procurement contracts, which is also associated with higher leverage on
the side of the public administration, as its monopsony power rises. Hence, other things being equal, the opportunities for rent seeking have increased on the part of the administration,
while they have decreased on the part of the participating companies, potentially producing
a better overall outcome for society compared to the situation prior to the economic crisis.
Figure 7. Public procurement revenue from construction works of the top 7
construction companies (EUR mln. left axis) and their share in top 40 construction
companies’ public procurement revenue (right axis) (2008 - 2013)

Source: PPR, Commercial registry, CSD calculations

The Top 7 construction companies have seen relatively stable performance vis-à-vis government changes. However, market concentration has been visible even there with three
of the Top 7 (Hydrostroy, GP Group, and Stanilov in this order) being the biggest gainers
in the 2010- 2013 political period (right of centre minority government) compared to the
2008- 2009 period (centre-left coalition government). While the conclusions might deserve
reasonable doubt based on various issues with available data, cases of big road and energy
infrastructure development projects have demonstrated that political patronage continues to
play a major role in winning larger public procurement contracts and contracts funded by the
national budget in Bulgaria (CSD, 2012).
We have further analysed the political connectedness of the Top 7 Bulgarian construction sector companies for the period 2008-2013, ranked by total value of public procurement revenue,
via content analysis of electronic media articles. While the resulting data set was not sufficient
to perform a comprehensive statistical analysis, some noteworthy patterns of political con48

nectedness related to corruption risks have emerged. It seems that the largest infrastructure
companies in Bulgaria are likely to try to have good connections to all ruling parties at any
given government. This is related to constant “revolving door” practices, with former managers of state-owned construction companies becoming owners after privatisation, then moving
into the public sector, only to return to the private sector, depending on the position of their
party patrons. One of the more prominent cases in the media is that of Hydrostroy-Varna.
During the socialist-led coalition government of 2005-2009 the company`s director served
as a senior advisor to the Minister of Regional Development. The firm`s director used to be
in charge of the road administration during the term of the previous centrist government of
2001-2005 and managed one of the biggest public construction companies in the Notheast
Bulgaria (Inzhstroyinzhenering) before its privatization in 1999. With the shift of political
power in 2009 towards a right of centre government the said director appointed a member of
the new ruling party and of the Varna Municipal Council as CEO of the company.

CONCLUSION AND RECOMMENDATIONS
Public procurement in Bulgaria remains trapped in the wider governance problems of the
country, which still display the main features of a particularistic regime. Declining private
sector opportunities in the wake of the Eurozone crisis in 2009 and the rising pressure on
the Bulgarian authorities to deliver full EU funds absorption by the end of the EU funding
cycle in 2013 have led to concentration of public procurement resources and market leverage
in the public administration. Construction works have continuously increased their share in
total public procurement of the country, and their importance for construction companies’
turnover further contributing to higher corruption risks. The main counterbalancing trend
has been associated with the steady rise in EU financing in the procurement of construction
works, associated with more and better controls. The implementation of the Bulgarian legal
public procurement framework remains haphazard and riddled with corruption risks, and
changes in the legislation remain frequent. Limitations exist in terms of capacity and effectiveness of the controlling authorities of the procurement system. Detected violations are also
high, hinting at the lack of proper preventive capacity.
The firm level analysis of public procurement contracts from the TED database using single bidding as a proxy for corruption risk has shown that EU funds contribute to higher competition and national funds tend to increase the negative impact of political connectedness of
the construction companies. This effect of the EU funds recedes as the tenders’ size decreases.
In-depth analysis of contracts to the Top 40 construction sector companies introduced in this
paper confirms the trend of concentration of the public procurement contracts to the Top 7
companies. The data does not confidently project specific type of favouritism (i.e. conflict of
interests, endogenous lobbying, etc.) but suggests that some companies’ performance in securing public contracts is more linked the government in office than to performance.
The public procurement process cannot be decoupled from the overall progress in transition from particularistic to an open access or good governance regime in Bulgaria. First and
foremost, the country needs to tackle its endemic lack of trust of citizens in public institutions
through strengthened law enforcement in particular as concerns higher level, political corruption. Simultaneously, the government of the country and its European partners can work to
reduce the opportunities and increase constraints to corruption in public procurement in the
construction/infrastructure sector through adopting several groups of tools:
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 iscontinue the practice of awarding single public procurement contracts worth
D
more than a certain threshold, which is aligned with the current management capacity of contracting authorities; a reasonable approach would be to limit single
tender procedures to 5% of the average annual total public procurement market
value for the past three years. Investigate long-standing single bidding practices of
certain contracting authorities;
Optimize the legal framework towards increased transparency and competition in
public procurement trough the more aggressive introduction of e-tools;
Enhance the effectiveness of legal remedy and control mechanisms, as well as more
active prevention of market concentration;
Strengthen the administrative capacity and more stringent requirements to the professional ethics of the responsible officials in the contracting authorities;
Increase the effectiveness of criminal prosecution, in particular in cases involving
larger public financial resources;
Introduce effective control over the property and income affidavits submitted by
senior officials but also over conflicts of interest, which might hint at more subtle
forms of corruption such as favouritism;
Optimize the legal framework regulating the financing of political parties and election campaigns, including independent candidates and lobbying to include nonmonetary contributions such as employment, hidden subsidies, etc.
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3.
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5.
6.
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 . The Political Economy of Grand Corruption in
4
Public Procurement in the Construction Sector
of Hungary
 IHÁLY FAZEKAS, PÉTER ANDRÁS LUKÁCS
M
AND ISTVÁN JÁNOS TÓTH

Bidding companies linked to political officeholders are more likely to win in procurement
tenders overall in Hungary. The share of companies that are openly connected politically
winning public procurement tenders in 2005-2012 was between 5% and 31% depending
on how narrowly connections are defined. This significant association is stronger in the
construction sector compared to the rest of public procurement and deteriorated after
2011. The material stakes are very high as constructions make up to 60-80% of the total
advertised public procurement spending, mostly funded by EU.

Introduction
Government contracts represent a major form of siphoning off public resources by wellconnected business and political elites (Transparency International, 2012) and they allow for a
direct assessment of how corporate political connections are used for corrupt and non-corrupt
purposes. Hence, public procurement favouritism and the use of bidding company political
connections is the key focus of this chapter. In particular, this chapter sets out to (1) describe
the structure and magnitude of high-level corruption risks in Hungarian public procurement,
in particular in the construction sector; and (2) provide direct evidence on how political connections are used in public procurement in Hungary, with particular focus on tendering procedures with different levels of integrity and markets with varying degrees of corruption risks.
Hungary is a suitable case for investigating these research questions. A middle income
country with substantial risk of systemic corruption, it enjoys a public sector encompassing enough variation when public integrity is concerned (Fazekas & Tóth, 2014a). Focusing
on a single country with sufficient internal diversity allows the study to concentrate on the
key explanatory story while controlling for a range of common cultural, legal, and economic
factors. The chapter is organized as the follows: first, it reviews prior literature on political
connections in public procurement in order to place the subsequent Hungarian analysis in a
global perspective. Second, the data and variables used are outlined. Third, it explores the first
research question on the structure and magnitude of corruption risks in Hungarian public procurement. Fourth, it discusses the diverse effects of corporate political connections in public
procurement. Finally, it begins to explore the potential policy consequences.

1. Corruption, Political Connections, and Public Procurement
Personal connections between political office holders and private companies bidding for government contracts, political connections in short, are of diverse nature1: companies having as
1

Note that no particular direction of influence is assumed: company to politics or the other way around.
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shareholder or employee a current or past political office holder or his/her kin or other trusted
agent, public organisations hiring former employees of corporations (revolving door) and a brokers or intermediaries establishing personal links (Rajwani & Liedong, 2015). The use of these
different strategies of personal connections and control very much depend on the threat of exposing corrupt dealings and the specificities of the country’s legal framework (e.g. conflict of interest
regulations) (Trapnell, 2011).
As some of these types of personal connections are more difficult to measure than others,
there is an inherent risk that the most important types are left out from the analysis. In addition, connections between political office holders and private companies can be established
in a variety of other ways such as through political party funding (OECD, 2014) or lobby
(David-Barrett, 2011). Again the use of these different channels of influence and the ways in
which they are combined partially depend on the probability of exposure to the public or law
enforcement agencies adding to measurement challenges.
Nevertheless, all of these different forms of political connections, personal or impersonal,
direct or indirect, are theoretically expected to work in a similar way in terms of corruptly rewarding companies with government contracts. The roles of political connections in relation
with such exchange of political favour for private gain can play multiple roles: first, political ties
are means of controlling and managing the transaction in an informal contract non-enforceable
by courts. Second, they also serve as a vehicle for rent extraction when the political office holder
earns income from the company receiving government contracts. Third, political connections
can also serve a broader trust building, facilitating, and information sharing role, especially when
the corrupt network is large and benefits and costs of corruption are spread across the network.
Prior empirical literature looked at either personal political connections or political influence established through political party donations. Academic papers considered short as well
as long term direct benefits to the connected companies (1-4 years) (Goldman, Rocholl, & So,
2013; Luechinger & Moser, 2014) while others considered ties either to specific individuals
or parties as a whole (Akey, 2013; Straub, 2014). Most studies looked at individual countries
with only partially comparable research questions, data, and analytical tools. For example, in
Brazil, companies’ campaign contributions translate into additional contract won worth 14
times more than the contributions (Boas, Hidalgo, & Richardson, 2014), the same figure in
the US is only 2.5 times (Bromberg, 2014). Moreover, in the US the largest predictor of company procurement volume from before to after the 1994 change in the controlling majority of
the House and the Senate is the party connection of the publicly listed company (Goldman
et al., 2013). Surprisingly, even in Denmark which is one of the least corrupt countries of the
world, direct family ties between companies and politicians increase company profitability,
especially in sectors dependent on public demand, i.e. public procurement (Amore & Bennedsen, 2013). All these studies provide only indirect evidence on the corrupt use of political ties.
Establishing whether political connections are used for bending universalistic rules of the
game in general is a necessary first step towards better fighting corrupt politico-business networks. In addition, peeping into individual countries and the strength of different organisations and market norms to withstand political pressure represents a key step forward. The
only study which explains intra-country variation in institutional quality focusing on the association between procurement income and political connections analyses Russia by means of
a unique database of all bank transfers leaked from the national bank (Mironov & Zhuravskaya, 2011). They find that in more corrupt regions, illicit political financing leads to a larger
increase in company procurement income. This chapter is inspired by this work, but goes
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beyond it in that it decomposes the influence of corrupt environments on privileged contract
allocation by tender-specific and market-specific corruption risks. Digging deeper into the
contextual effects determining how political connections can or cannot be used for receiving
favoured treatment in public procurement can pave the way for in time designing effective
solutions to high-level political corruption.

2. Data and Variables
2.1. Public procurement data
The main database derives from Hungarian public procurement announcements from 20052012 (this database is referred to as PP henceforth). The data represent a complete database of all
public procurement procedures conducted under Hungarian Public Procurement Law. PP contains variables appearing in 1) calls for tenders, 2) contract award notices, 3) contract modification notices, 4) contract completion announcements, and 5) administrative corrections notices.
As not all of these kinds of announcements appear for each procedure, we only have the variables
deriving from contract award notices consistently across every procedure.
These documents are published in the Public Procurement Bulletin which appears on a
weekly basis and is accessible online2. As there is no readily available database, we used a
crawler algorithm to capture every publicly available announcement. Then, applying a complex automatic and manual text mining strategy, we created a structured database which contains variables with clear meaning and well-defined categories. As the original texts available
online contain a range of errors, inconsistencies, and omissions, we applied several correction
measures to arrive at a database sufficient quality for scientific research. For a full description
of database development, see Fazekas & Tóth (2012a) and Csizmás, Fazekas, & Tóth (2014) in
Hungarian and in somewhat less detail Fazekas & Tóth (2012b) in English.
A major limitation of our database is that it only contains information on public procurement procedures under the Hungarian Public Procurement Law as there is no central
depository of other contracts. The law defines the minimum estimated contract value for its
application depending on the type of announcing body and the kind of products or services
to be procured (for example, from 1 January 2012, classical issuers have to follow the national
regulations if they procure services for more than 8 million HUF or 27 thousand EUR).
By implication, PP is a biased sample of total Hungarian public procurement of the period,
containing only the larger and more heavily regulated cases. This bias makes PP well suited
for studying more costly and more high-stakes collusion where coverage is close to complete.
2.2. Data on companies
Our data on firms comes from the so-called Amadeus database supplied by a commercial
company data provider Bureau van Dijk3. The database consists of 463,049 unique, nonrepeated firms identified by their tax ID. Apart from data on the firms’ structure (legal status,
size of company, etc.), activity (primary line of business) or location, the dataset contains
information on financials from annual balance sheets such as profit margin, number of employees, operating turnover, etc. between 2003 and 2011. In total, there are nine time-varying
variables and each is supposed to have nine years of data, that is each firm is supposed to have
2
3

See: http://www.kozbeszerzes.hu/adatbazis/keres/hirdetmeny/ (in Hungarian).
https://amadeus.bvdinfo.com/version-20141118/home.serv?product=amadeusneo
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81 time-varying entries. However, unfortunately on average 57.8 entries are missing out of
the 81 resulting in a 71.35% missing rate. Luckily, the missing rate of the operating turnover
variable that we will need the most is slightly lower. Here the number of missing entries (out
of the 9) on average is 5.2, meaning a 58.19% missing rate.
2.2. Data on political connections
In the analysis below, we use information on companies’ political connections as political
officeholders owning or managing firms which bid in public procurement can serve as a proxy
for government favouritism. In this context political connection simply refers to a binary variable (0-1) that indicates weather a firm has or had either an owner or manager who is or was a
political office holder in the observation period.
In order to obtain the database on political connections we made the following steps: first,
we obtained the full list of registered owners and managers of the companies winning in public
procurement (we could identify at least one owner or winner for about 85% of winning companies). And we also obtained the full list of elected officials at the national and local levels as
well as key appointed officeholders (Table 1). Connections to the former are denoted as government connections as most recorded elected officials serve in national or local government
or support the government in elected bodies.
Table 1. List of institutions and positions of the political office holder database, 2002-2014
Institution

Position

Position type

Hungarian Parliament

Members

Government

Municipal administrations

Mayor

Government

Registered political parties

Top officials such as treasurers

Government

Public bodies registered by the Treasury

1-12 designated CEOs

Public administration

Note: full list of registered public bodies can be accessed at www.mak.hu

Second, we matched the names (and other data) of politicians and firm owners and managers. The matching was done between more than 35,000 owners/managers of bidding firms and
more than 10,000 political officeholders based on full name.
Third, to establish the identity of individuals and validate the matching, we collected further information and carried out further matching procedures. We checked the matched persons’ birth date, mother’s maiden name, and place of birth. For those names where we lacked
data, we checked their photos available from reliable sources such as company websites and
political parties’ web pages. As there were names left whose matching could not be certainly
established with these methods, we executed a statistical matching procedure based on the rarity of the names (calculated from the number of name occurrences from all the available names
in the two initial databases) and the geographical distance between the firm and the political
institution associated with the names. Then, we normalised the two indices (between 0 and 1)
and combined them with simple multiplication, meaning that the final index measuring the
goodness of match also ranged between 0 and 1 (0 meaning a most probable match, while 1
indicating the less probable one). A positive consequence of the multiplication in our case is
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that if one of the indices is 0 (i.e. the two institutions are located in the same settlement or the
names occur only once in each database) and the other one is missing, we can still calculate the
combined index. Once this combined similarity index was created, we determined a cut point
above which name matching is determined only a coincidence rather than indicating truly
identical persons. To determine the cut point, we chose a threshold for both normalized indices (name occurrence and settlement distance) separately. For the distance variable we selected
50 kilometres, since that is the longest distance that still classifies as commuting according to
the Hungarian Central Statistical Office. (The normalized value of 50,000 meters is 0.0794.)
We determined the cut-point value for the normalized name occurrence at 0.1 under which
we can find those names which are highly idiosyncratic. Thus, if the combined index does
not exceed we declare that a political connection is present in the corresponding company.
The company database used for name matching consists of 14,367 unique firms with judging
finally only 664 firms as having highly likely political connection based on the above exact as
well as statistical matching procedures.

3. Structure and Scope of Public Procurement Corruption Risks
Hungary is characterized by a high degree of material resources for corruption and weak
controls of corruption which together point at elevated corruption risks and partial state capture (Lukács & Fazekas, 2015). Some of these key determinants of corruption risks are reviewed briefly to provide a broader background to the specific analysis.
3.1. Material stake
In terms of material stake in public procurement, total announced public procurement
spending relative to the GDP between 2005 and 2012 followed a marked political trajectory
(Figure 1). Announced public procurement spending was negligible at the beginning of 2005,
but started to increase rapidly during the second half of the first MSZP government up until
2010 when the government changed. Then the Fidesz government – starting from the second
quarter of 2010 – cut back publicly announced public procurement expenditure substantially.
These varying spending shares result from a wealth of factors among which a few are more
dominant: the introduction of a new public procurement law in line with EU requirements at
the beginning of the observation period, GDP falling substantially in 2009 with total government spending contracting likewise, and an increasing portion of spending avoiding transparency regulations and publication in the official public procurement journal (see below on this).
An alternative estimate of total public procurement spending can be derived from the system
of national accounts which suggests that the share of public procurement spending in annual
GDP has varied between 13% and 14% between 2009-2012 (European Commission, 2014).
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Figure 1. Total announced public procurement spending relative to GDP,
quarterly, 2005-2012

Source: Hungarian Public Procurement Database (PP)

At the same time, advertised spending on public procurement of construction4 oscillated
between 20-50% of total advertised public procurement spending. The greatest increase came at
the end of 2011 when it jumped to around 60-80% (Figure 2). This marked increase from 2011
closely coincides with the incoming Fidesz government gaining full control of the Hungarian
public procurement apparatus and the spectacular success of the construction holding centred on
Közgép plc., owned by the prime minister’s school roommate and long term associate of Fidesz5.
Figure 2. Share of construction procurement in total public procurement,
% of contract value, 2005-2012

Source: Hungarian Public Procurement Database (PP)

Public procurement of construction defined using the Common Procurement Vocabulary (CPV) with divisions
44 – construction structures and materials; auxiliary products to construction (except electric apparatus), 45 –
construction work, and 71 – architectural, construction, engineering and inspection services. This means that the
construction sector in public procurement includes a range of services, goods, as well as public works activities.
5
For more on the spectacular rise of Közgép plc. See: http://www.crcb.eu/?p=808
4
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This high and considerable increase in construction spending in Hungarian public procurement has been principally financed from EU funds6 at least since 2008 (Figure 3). While
the EU funds’ share in construction was between 10-30% until about 2008, this ratio skyrocketed to 40-80% making it the most important funding source for infrastructure development
in Hungary. The sheer fact that there is an increasing share of EU funds in the construction
sector already raises the possibility that EU funds are subject to high corruption risks in Hungary (Fazekas, Chvalkovská, Skuhrovec, Tóth, & King, 2014).
Figure 3. Share of EU funded public procurement of construction,
% of contract value, 2005-2012

Source: Hungarian Public Procurement Database (PP)

3.2. Institutional controls
In spite of some positive reforms, the new Fidesz government reduced transparency and
open competition in public procurement both of which considerably contributed to corruption
risks. Crucially, changes to the Public Procurement Law made less transparent procedure types
more easily available to contracting entities (2010. évi LXXXVIII törvény a közbeszerzésekről
szóló 2003. évi CXXIX. törvény módosításáról, 2010) which drastically decreased the proportion
of procedures with call for tenders published in the Hungarian Public Procurement Bulletin
(Figure 4). In addition, the requirement, rare in Europe, to publish contract completion announcements which disclose the final contract value and completion date has been removed
effectively since 1st January 2012.

6
The spending of EU Funds in public procurement can be directly identified in each contract award announcement which records the use or non-use of EU Funds along with the reference to the corresponding EU
program. However, no information is published as to the proportion of EU funding within the total contract
value. Hence, we had to employ a simplistic yes-no categorization of each contract awarded. In most cases,
regulation allows for the EU contribution to cover 80-95% of total investment. Data from large investment
projects indicate that EU Funds amount to the majority of project costs if EU funding is involved. This paper’s
accounting approach has to neglect the national co-financing of 5-20% of contract value.
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Figure 4. Proportion of contracts awarded without a prior publication of
a call for tenders in the Hungarian Public Procurement Bulletin, 2006-2014

Source: Hungarian Public Procurement Database (PP)

Moreover, the proportion of public procurement spending announced in the Hungarian
Public Procurement Bulletin within total procurement spending has also decreased since 2010
(Figure 5). Decreasing transparency in public procurement constitutes a considerable risk to
integrity across OECD countries (OECD, 2009).
Figure 5. Public procurement spending announced in the Public Procurement Bulletin
and total public procurement spending, 2009-2011

Notes: for details of calculating total procurement spending from Treasury annual budget accounts see: (Audet, 2002;
European Commission, 2011). The ratio reported is only an estimation as spending as announced in PP refers to
the total lifetime of the contract while Treasury accounts contain only the spending accrued in a given year. Further
reason for imprecision of the ratio is that the set of institutions submitting accounts to the Treasury and those subject
to the Public Procurement Law are somewhat different.
Source: (Fazekas, Tóth, & King, 2013)
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3.3. Corruption risks
Given the high and increasing material stake in public procurement of construction and
weakening controls, especially transparency in public procurement, high prevalence of corruption risks all across Hungary is hardly a surprise (Fazekas et al., 2013).
We use two simple indicators of competitiveness and corruption risks for comparing construction and non-construction sectors (Kenny & Musatova, 2010): single bidding and winner company contract share (i.e. share of the winner company within the total procurement
activity of the contracting body in the 12 months prior to contract award) (Fazekas et al.,
2013) They reveal a mixed picture: on the one hand, the apparent lack of any competition,
i.e. single bidding, is widespread both in construction and non-construction sectors with the
former performing somewhat better (25% and 34% single bidder contracts respectively). On
the other hand, the construction sector tends to be of considerably higher concentration than
non-construction sectors at the level of contracting bodies (31% versus 24% of average winner
company contract share respectively). In addition, some major construction subsectors such as
highway construction have seen a set of proven cartel cases involving practically every major
player linked to either side of the political spectrum as well as foreign firms (Tóth, Fazekas,
Czibik, & Tóth, 2014).
Figure 6. Key indicators of corruption risks in public procurement of construction
in Hungary, % of contracts awarded, 2009-2012

Source: Hungarian Public Procurement Database (PP)

Tracking corruption risks in the construction sector over time with the same headline
indicators reveals a striking picture (Figure 6). While the overall share of contracts awarded
when only one bid was submitted is 25%, it reached as high as 35% in late 2010. Both figures
are considered particularly alarming given the prevalence of high value competitive markets
in construction where single bidding should be rare. With the introduction of the new public
procurement rules in 2011 single bidding became much less prevalent (15-20%) predominantly due to the extensive use of invitation procedures where three bidders had to be invited.
This positive development in bidder numbers, however, hasn’t been accompanied by the expected opening of competition and decreasing winner contracts shares. Instead, the market
became even more concentrated with the average winner company winning more than 35%
of the contracting body’s total awarded contract value.
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In order to gain a fuller picture of the total scale of corruption risks and the amount of public money affected, we tracked the contract value won in the construction market by companies which are either single bidders or control a very high share of contracting authority public
procurement spending (above 50% of spending in 12 months). This combined indicator,
reinforces the previous picture painted by more disaggregated indices, namely corruption risks
and the involved share of public funds have been on the rise at least since 2010 in Hungarian
public procurement construction sector (Figure 7). Given that single bidding and dominant
company position provide only a lower bound estimate of corruption risks, it is safe to say that
particular resource allocation is most likely the rule rather than the exception in Hungarian
public procurement of construction.
Figure 7. Combined market share of government suppliers either single bidders or captor firms (contract share above 50%), % contract value, 2009-2012, Hungary, construction

Source: Hungarian Public Procurement Database (PP)

4. Political Connections in Public Procurement
We estimate the winning probability of companies as a function of political connections
of all bidding companies while controlling for major explanatory factors of company success
such as company location, market or size. The analysis is repeated
•
for the total sample,
•
for tenders of different corruption risk level using a unique measure of corruption
risks in the tendering process Corruption Risk Index (Fazekas et al., 2013), and
•
for markets of different corruption risks, namely construction sector and the rest of
the public procurement market.
Before directly addressing our theoretical expectations, the extent of political connections
among companies bidding and winning in public procurement tenders is explored in order
to better understand the magnitude of challenge. Anecdotal evidence of political connections
leading to public procurement success and rapid wealth accumulation is plenty in the Hungarian media. One particular example is the mayor in the home village of Viktor Orbán, the
prime minister since 2010. His construction company in operation since 2001, Mészáros
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és Mészáros ltd., earned very little income until the change of government in 2010 with no
public procurement contract whatsoever. However, since 2011 turnover and profitability have
skyrocketed, coinciding with the first public procurement successes of the company and the
change of government (Lukács & Fazekas, 2015). While such successes of politically connected persons prove nothing on their own, they prompt the analysis below and the patterns
to be identified with statistical analysis.
Looking at the total prevalence of government suppliers which have political connections,
i.e. a tie to any kind of political office holder, reveals a striking picture (Figure 8). The share
of politically connected companies winning public procurement tenders in 2005-2012 was
between 5% and 31% depending on how narrowly connections are defined7. The total political connections line below is our upper bound estimate, taking any name match between a
government supplier owner or manger and any political office holder in the period; while the
most likely political connections line below represents our lower bound estimate where only
very infrequent names and individuals whose organisations are located in the very same settlement are considered. While the gap between the lower and upper bound estimate is wide,
both trajectories point at the increased prevalence of political connections among government
suppliers with a particularly marked increase after 2008.
Figure 8. Proportion of bidding firms with political or government connections, 2005-2012

First, we have to assess to what degree political ties influence public procurement decisions
in Hungary across the board. To do so, we used the most likely company political connections,
i.e. whether a company has an owner or manager who has been member of the political establishment at any time in 2002-2014 applying the strictest criteria for matching individuals.
We only focus on all three governments of the observation period in order to provide the most
complete assessment of the likely impact of political connections in Hungary. Regression analysis reveals that having at least one political connection increases a company’s winning chances
by roughly 2% across the whole public procurement market in Hungary in 2005-2012 (Table
7
These percentages are quite similar when using total contract value won rather than the number of companies
as a basis.
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2, model 1). While 2% may appear to be a marginal contribution to company success, this is
because a range of other characteristics of the bidding process are controlled for which could
and in fact often mediate political favouritism. For example, the number of bidders is typically
smaller when a politically connected firm bids. The 2% higher winning chance for politically
connected firms hence represents our best estimate of the independent effect of political connections on company winning success.
However, this general association between government connections and company public
procurement success masks a considerable variation across markets in line with our prior discussions. First, in construction markets, a government connection proved to be a particularly
strong force explaining bidding company wining chances (4%), while in the rest of the total
public procurement market political connections appear to be largely ineffectual (Table 2,
model 2 and 3). This hardly comes as a surprise given the high perceived levels of corruption in
construction projects (Rose-Ackerman, 1999) and the central importance of visible development projects for political actors in Hungary (Muraközy & Telegdy, 2015).
Table 2. Binary probit regression results, average marginal effects, sectoral comparisons, 2005-2012
(1)

(2)

(3)

Total

Other

Construction

Dependent variable: Winning the public procurement tender
Political connection

0.0180***

-0.00400

0.0352***

(10.26)

(-1.61)

(14.63)

Same location

0.0232***

0.0114***

0.0378***

(30.72)

(10.59)

(36.44)

Location: missing

0.335***

0.387***

0.255***

(325.19)

(311.91)

(156.64)

-0.00676***

-0.00568***

-0.0119***

(-120.32)

(-80.73)

(-120.66)

0.000102***

-0.00206***

0.000159***

(42.86)

(-116.73)

(71.30)

0.0408***

0.0542***

0.0235***

(36.58)

(36.64)

(13.76)

0.0309***

0.0749***

0.00583***

(27.23)

(48.25)

(3.42)

-0.0356***

0.0742***

-0.0503***

(-31.48)

(43.28)

(-30.07)

Public body-bidder location
Reference category: different location

Nr. of applicants
Tender market share
Firm size
Reference category: Small
Medium
Medium-large
Large
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Missing company financial data
N
pseudo-RP

2

-0.440***

-0.247***

-0.424***

(-629.61)

(-92.35)

(-479.40)

90255

44620

45635

0.1298

0.1480

0.1510

Note: t statistics in parentheses, year dummies suppressed, * p<0.05, ** p<0.01, *** p<0.001; observations weighted
by log contract value

Second, in tenders conducted in the presence of different corruption-related red flags, bidder’s
political connections appear to have diverse effects. Here, the quality of the tendering process is
measured by the Corruption Risk Index of the tender. As determining the ‘red flags’ indicating
corruption risks in tendering are largely in the hands of the public body managing the tender,
it is also more broadly indicative of the quality of the public body and bureaucracy (Fazekas et
al., 2013; Fazekas & Tóth, 2014b). Dividing tenders into three equal groups according to their
Corruption Risk Index leads to a partition of low, medium, and high corruption risk sections of
the whole public sector’s contracting activities. Regression analysis was conducted on 2009-2010
data only as earlier comparative Corruption Risk Index values are not yet available and later
values are not directly comparable due to an overall increase in corruption risks. In line with our
prior expectations, government connections are only weakly effectual in low to medium corruption risk tenders (2-4%), while strongly associated with higher winning chances in high corruption risk tenders (9%) (Table 3). In a similar vein, the observed variability in company success is
best explained in the high corruption risk sub-sample further strengthening the understanding
that political connections play a more pronounced role only where weak bureaucratic controls allow for deficient tendering practices. Quite importantly, this effect is not driven by the difference
in the prevalence of political connections in the three sections of the public procurement market
as the shares of politically connected bidders and winners hardly differ among the three groups.
While these results are robust to different ways of establishing direct ties between bidding
firms and various types of political office holders, they remain susceptible to more sophisticated strategies for hiding connections. Some companies could not be identified in procurement announcements, not every company had identifiable owners and managers in the official
company records; moreover, there are certainly many companies linked to political officeholders through brokers and interlocutors. These jointly warrant that results are only indicative of
the scale of corruption risks and their effect overall effect. Our results could be considered as
a lower bound estimate only.
Table 3. Binary probit regression results, average marginal effects, comparison
of companies bidding on different corruption risk tenders, 2009-2010
(1)

(2)

(3)

Low CRI

Medium CRI

High CRI

Dependent variable: Winning the public procurement tender
Political connection

0.0230**

0.0435***

0.0917***

(2.87)

(4.64)

(11.85)

Public body-bidder location
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Reference category: different location
Same location

0.0355***

0.0551***

-0.0358***

(9.10)

(13.49)

(-11.05)

-0.0300**

-0.0634***

0.0197*

(-2.65)

(-5.07)

(2.40)

-0.00530***

-0.00999***

-0.00338***

(-14.78)

(-24.48)

(-9.92)

-0.00235***

0.000477

0.000721***

(-8.31)

(1.82)

(3.93)

Medium

0.0225***

0.00247

-0.0184***

(3.83)

(0.37)

(-3.48)

Medium-large

0.109***

0.0244***

-0.000180

(19.07)

(3.72)

(-0.03)

0.0397***

-0.0343***

-0.0301***

(6.83)

(-5.41)

(-5.77)

-0.347***

-0.488***

-0.578***

(-22.33)

(-34.53)

(-58.06)

3394

2938

3663

0.1631

0.1606

0.2935

Location: missing
Nr. of applicants
Tender market share
Firm size
Reference category: Small

Large
missing company financial data
N
pseudo-RP

2

Note: t statistics in parentheses, year dummies suppressed, * p<0.05, ** p<0.01, *** p<0.001; observations weighted
by log contract value

Policy Implications
The review of prior literature in this field and the novel Hungarian empirical results jointly
underline the importance of tracking corporate political connections and their relation to government favouritism in public procurement across Europe. We found that bidding companies
linked to political officeholders are more likely to win in procurement tenders overall in Hungary.
This association is the strongest in the construction sector where high value, complex projects are
more visible; and in tenders set with high corruption risks by the responsible contracting entity.
Prior literature and our empirical findings jointly suggest some tentative policy lessons
worth considering as part of broader anti-corruption policies:
Limiting overall material stake or corruption resources: Decreasing public funds
available for privileged allocation (rents) could contribute to decreasing the strength
of corrupt networks and their grip on political power (Mungiu-Pippidi, 2011). This
can be done by privatization, out-sourcing, transparent and competitively selected
private-public partnerships.
Improving the bureaucracy: While directly attacking corporate political connections
and the revolving door phenomenon may be fruitful strategies, they may simply lead to
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more sophisticated hiding strategies. Instead, disrupting the corrupt exchange by better controlling the discretion of political officeholders to allocate government contracts
might deliver better results. Increasing transparency of public procurement, insulating
bureaucrats’ career pathways from political influence, and furthering meritocracy in
the civil service could be fruitful avenues of reform (Charron, Dahlström, Fazekas, &
Lapuente, 2015).
Tailoring spending for cost benchmarking and monitoring: Construction projects are often large, complex, and long making them difficult to monitor. Directing
spending to projects which are more readily monitored, for example through the immediate availability of unit prices or their smaller scale can contribute to corruption
control (Benitez, Estache, & Soreide, 2010).
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 . Political Favouritism in Croatian
5
Public Procurement
MUNIR PODUMLJAK AND ELIZABETH DÁVID-BARRETT

Despite having a strong law which aims to set high standards, a large share of public procurement in Croatia is executed by contracting authorities that are highly vulnerable to
political influence. This creates opportunities for politicians to influence the allocation of
contracts in a particularistic manner, rather than allowing market conditions and competition to determine allocations. The potential for corruption is exacerbated because senior
and mid-level managers in these contracting authorities have considerable discretionary
power to shape public procurement procedures, and are weakly constrained by other
institutional controls or oversight. That is, there are considerable opportunities for corruption while constraints are inadequate, an environment in which particularism might
be expected to flourish (Mungiu-Pippidi et al. 2011). Moreover, our empirical analysis of
public procurement in the construction sector over 2011-13 reveals evidence consistent
with favouritism and political influence in both procedures and outcomes. This raises
questions about why such a pattern has emerged and been allowed to continue.

Introduction
Public procurement in Croatia accounted for 9.7% of GDP on average over 2011-13,
comparable to Cyprus (10.5% in 2010) and Greece (10.8%) from the European Union Member States. A considerable share of total public procurement is spent on construction; in 2010,
just the ten highest-value contracts and framework agreements in the construction sector accounted for one-quarter of the total value of public procurement. Indeed, the construction
sector has become increasingly dependent on government contracts in recent years. In decline
since 2008, the sector lost 45.7% of its value over 2008-13, while its share in GDP collapsed
from 8.1% in 2008 to 4.6% in 2013. The sector was, however, buoyed by an increase in public
investment in infrastructure in 2009 as part of a government plan to stimulate an economic
recovery. A change in public procurement laws in the same year prompted many contracting
authorities to invite tenders for large framework agreements, also benefiting the sector, which
saw the total value of public contracts that year reach HRK 21.8bn, more than double the
previous year’s HRK 8.4bn. Thus, by 2013, public contracts accounted for two-thirds of the
total value of construction works in Croatia (see Figure 1).
Our focus on the construction sector reflects the fact that the industry is a major recipient of public procurement contracts, as well as the observation that construction works are
typically prone to corruption (Transparency International 2011). Research suggests that the
procurement of major infrastructure is often associated with irregularities including extensive
re-negotiations of contracts in the post-award implementation phase (Guasch 2009), as well
as mis-forecasting of costs and demand, which may in some cases be explained by ‘strategic
deception’ (Flyvbjerg and Molloy 2011).
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Figure 1 Total value of executed construction works, Croatia 2008-13
(left axis, HRK bn; right axis, % of GDP)

Source: author’s calculations based on data from the Croatian Bureau of Statistics and the Directorate for Public
Procurement System

1. Political influence over public procurement
One way in which favouritism can be practiced in the allocation of contracts is through
political influence over the managers of contracting authorities. This is a significant risk area
in Croatia because a large share of public procurement is executed by types of contracting
authorities which are subject to political control and have rather weak governance structures.
Legal entities which undertake public procurement in in Croatia are classified in four different ways. The first type, which we term Type A, includes central government bodies such as
ministries, departments, state agencies and other public bodies, are under the direct rule of the
Government, or ministries. A second type, Type B, comprises local and regional government,
local and regional agencies, and offices consisting of counties, cities and municipalities, and
agencies and offices under the purview of local and regional government. For Type A and Type
B authorities, public procurement is relatively tightly regulated and subject to a number of
oversight and control mechanisms.
However, around one-half of public procurement in Croatia - and 90% of the contract value in our sample of construction contracting – is executed by other types of authorities which
are subject to political control. Type C contracting authorities include legal persons other than
public authorities, including public companies other than sectoral contracting authorities in
the ownership of central, regional and local government, institutions under their ownership
and other legal entities that are not directly subordinate to public authorities, but come under
the indirect influence of public authorities pursuant to their founding rights. This category includes many organisations which play a major role in construction, including Croatian Roads
Ltd, the Croatian water management company, and county road administrations. Finally,
Type D organisations are ‘sectoral contracting authorities’, which are companies owned at least
partly by the central, regional or local government, and characterised by a special position in
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the economy (e.g., providers of public goods such electricity, gas and transport). Around onehalf of total public procurement contracting value in Croatia during the period 2008-13 was
executed by contracting authorities in categories C and D (see Figure 2). In the construction
sector, the predominance of procurement by Type C and D authorities is yet more striking,
with around 90% of contract value in our sample awarded by these types (see Figure 3).
Figure 2 Structure of total public procurement (works, goods and services) by type
of contracting authorities and as % of GDP (in current prices), 2008-13

Source: Author’s calculations based on data from Croatian Bureau of Statistics and Directorate for Public Procurement System
Figure 3 Structure of public procurement of works (construction) contracts exceeding
HRK 7,452,830 (1mln euros), by type of contracting authority, 2011-13

Source: author’s calculations based on data from the Directorate for Public Procurement System
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The dominant role in public contracting afforded to such authorities creates opportunities
for corruption in several ways. First, these types of authorities are subject to political influence,
because their top managers are appointed by political leaders. According to the Act on the
Management and Disposal of Assets owned by the Republic of Croatia and Act on Local and
Regional Self-government, the heads of Type C and Type D authorities are to be appointed by
the national, local, or regional branches of government which ‘own’ the organisations, i.e., by
government ministers, or political heads of local and regional government.
Second, these types of authorities typically have poor management, reflected in weak profit
and loss accounts, and are highly dependent on budget subsidies (Crnković et al., 2011). This
arguably makes them more prone to informal influence and means that they are likely to be
sensitive to maintaining favourable relations with their political ‘owners’.
Third, these types of authorities are formally subject to weaker institutional controls than
other types of authorities. For example, the public procurement law requires a weaker justification for the use of restrictive procedures in public procurement undertaken by these authorities.
Fourth, their lack of resources and capacity might mean that they lack the technical capacity to conduct complex public procurement procedures; while that is not equivalent to corruption, weak governance creates vulnerabilities to corruption risk. The main body of our analysis
examines the procedures and outcomes of public procurement in the construction sector in
Croatia, over the period 2011-13, to assess whether there is evidence that these risks – or opportunities - of corruption are realised.

2. Political appointments to contracting authorities
Political leaders might replace incumbent managers of contracting authorities for perfectly
legitimate reasons, e.g., if they regard an incumbent as unfit for the job and wish to replace
him or her with a better-qualified candidate. Equally though, they might wish to use their
power of appointment to appoint a ‘puppet’ manager over whom they can exert informal
influence so as to facilitate corrupt transactions for their own private gain or that of their
political party, or to reward a crony (who might then use his or her power over procurement
decisions for private gain).
By tracking the number and timing of appointments to the boards of contracting authorities, we can measure the extent to which incoming political leaders use their powers of
appointment over the heads of Type C and D authorities, an indicator of potential political
influence. The results indicate an increase in appointments following elections, as expected.
For contracting authorities owned by the central government, the number of management
changes increased significantly in the year following the December 2011 general election, with
24 out of 28 seeing at least one change in management (see figure 4). The number of changes
in management personnel in the first year following the election, 2012, accounted for almost
half (49%) of all changes observed in the four-year 2010-13 period.
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Figure 4 Number of managerial changes in legal persons and sectoral (Type C and D)
contracting authorities owned by central government, Croatia 2010-2013 (N=28)

Source: author’s calculations based on data from the Commercial Court of Zagreb

For our sample of 95 contracting authorities owned by local government, changes in management were analysed in relation to two elections, in 2009 and 2013. Since local and regional
elections are usually held mid-year, before the summer vacation, we expect political appointments of management board members to occur both in the election year and in the first postelection year. The number of changes in management does indeed increase at the expected
times (see figure 5).
Figure 5 Number of managerial changes in Type C and Type D contracting authorities
owned by regional and local government, 2009-14 (N=95)

Source: author’s calculations based on data from the Commercial Court of Zagreb

Some entities have more than one governmental owner. For these authorities, there is an
increased likelihood of elections – and of political change - in one of the owning government
units in a given year. Since all owners have rights to make appointments to management
boards, this also increases the probability that there will be management changes following
elections. The evidence confirms this prediction: the number of changes in management in
those authorities with more than one owner was 68.2% higher than in those owned by a single
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unit. All of our analysis suggests that political leaders use their powers of appointment over
contracting authorities extensively.
An additional check was conducted by focusing on 13 contracting authorities in which no
managerial changes were recorded in the observed period. If managerial changes are largely a
result of changes in the political control of the owning government unit, we would expect that
a lack of change in management would be associated with the absence of political change in
the relevant local and regional governments in the period covered. Of 26 possible cases (13
authorities in two election cycles), a change of political leadership in the founding entity (local/regional government), was observed in only four.

3. The Discretionary Power of Managers of Contracting Authorities
Control over the appointment of the manager of a contracting authority can only facilitate
favouritism if the appointed manager has significant discretionary power over the procurement
process. This is indeed provided for in law. According to the 2011 Public Procurement Act, the
head of a contracting authority is responsible for:
•
establishing the entire procurement plan;
•
appointing the Certified Procurement Officers, the authorized representatives of the
authority responsible for executing the process;
•
appointing the members of the selection committees – whether ad hoc or permanent
- who make contract award decisions;
•
signing all documents in the public procurement process, including the final contract; and
•
supervising the execution of the contract.
The heads of contracting authorities thus have considerable resources and opportunities
to influence the process to serve private interests, if they wish. Given that they in turn rely on
political leaders for their initial appointment, their continuance in office, and often for state
financial support for their institution, they may also be susceptible to political influence. In
short, political leaders at central, regional and local government level appear to have significant
informal power over public procurement through their patronage powers.
Political influence might easily extend to fine details of the procurement process, because
the head of the contracting authority has the power to appoint the Central Procurement Officer (CPO), who deals with all of the day-to-day aspects of a procurement procedure, stretching
from the preparation of the tender and conduct of the procedure through to the signing of the
contract. If the CPO is influenced by his or her boss, either directly or indirectly, then it would
be possible to manipulate almost any aspect of the public procurement procedure so as to favour a particular bidder. One potential institutional check on this is the fact that CPOs must
be qualified professionals: they must hold a valid certificate from a special training programme,
and this must be renewed on the basis of ongoing education or training. However, this practice
may indirectly create another risk area. Since there is a paucity of qualified individuals, there
might easily be only one accredited CPO in a contracting authority. In such situations, nobody else in the organisation is qualified to check or oversee the CPO’s work, creating a form
of monopoly power or yet another opportunity for corruption to flourish.
The overall governance structure potentially allows for one political leader to exert considerable control over the details of individual procurements, while there is scant provision or incentive to carry out internal checks and balances. Poor governance structures do not, of course, con74

stitute evidence that corruption occurs, but they do indicate that there is significant potential for
political leaders to collude with or exercise power over the managers and officers of contracting
authorities, with the objective of ensuring favouritism in the allocation of contracts, to benefit
themselves or others. The following case study demonstrates that such political influence over the
procurement process has indeed been used to channel public money to private interests.

4. Case Study: Political influence over Public Procurement in the FIMI
Media case1
The highest-level corruption case ever prosecuted in Croatia concerns political influence
over the allocation of public procurement contracts to benefit a company called FIMI Media.
Several members of the political elite were prosecuted, including former prime minister Ivo
Sanader, three other high-ranking members of the ruling Croatian Democratic Union (HDZ),
and one of the owners of the company, as well as the HDZ itself. Sanader and the HDZ were
found guilty of extracting money from state institutions and companies via the marketing
agency. However, the non-binding decision has been appealed; the Supreme Court will discuss
the case again in September 2015.
According to the trial verdict, Sanader and other members of the HDZ collected financial
donations from both individuals and legal entities to finance the party’s political activities and,
in exchange, promised that state contracts would be channelled to companies which the donors owned or controlled. The judge emphasised the role played by public companies (entities
of Types C and D) in abusing public procurement procedures to extract money from the state
during the period from the end of 2004 until 2nd July 2009.
The verdict found that the first accused (Sanader), as the Prime Minister of the Government
of Croatia, had engaged the second accused (Mladen Barišić, Head of the Customs Service) to act
on his orders. Together they had attended a meeting held on 4th April 2007 in the premises of
the Croatian Government, with representatives of several companies that were solely or majorityowned by the state and public institutions (i.e., Type C and D authorities). The meeting was also
attended by the third accused, Ratko Maček (chief spokesman of Ivo Sanader, and chief of the
electoral campaigns of the HDZ). Sanader personally proposed to the leaders of some government
bodies, CEOs and others responsible for commercial companies which were exclusively or partly
state-owned, using his authority as Prime Minister, and exploiting their relation of dependency
(since the Croatian Government appointed their management), that they engage the services of
Fimi Media (the seventh accused) for the procurement of certain goods and services. In short, several high-ranking politicians and officials in the government systematically abused their formal and
informal powers over public companies and entities to influence the public procurement process.
The scope and reach of the scheme, and the relative openness with which Sanader exerted
his influence, suggests that these events may be indicative of widespread corrupt practices in
Croatian public procurement. The scheme involved an extensive range of state-owned entities2,
1
This case study is based on the first-instance verdict in the case against former Prime Minister Ivo Sanader,
the HDZ and four other persons. The case is currently under the appeal procedure before the Supreme Court,
and this research makes no judgement on the guilt or innocence of those indicted. The verdict is based on
thousands of pages of evidence and numerous testimonials gathered during a two-year investigation and trial.
Source: County Court of Zagreb, First-instance verdict, Reference number: 13 K-US-8/12, March 11th 2014.
2
The list of public companies involved includes: Hrvatske šume d.o.o., Hrvatska elektroprivreda d.d., Hrvatska poštanska banka d.d., Hrvatske autoceste d.o.o., Autocesta Rijeka-Zagreb d.d., Environment Protection
and Energetic Efficiency Fund, Ministry of Interior Affairs, Hrvatska HŽ group – Hrvatske željeznice d.o.o.,
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including two government ministries, and it appears that political influence over such bodies
was used to further private and party interests. Moreover, the mechanisms for internal and external monitoring of public procurement that existed at the time did not detect these operations.
Sanader and the HDZ were prosecuted only after the prime minister had resigned, apparently
voluntarily. It is unclear whether he would have been prosecuted if he had remained in power.
The court verdict also provides evidence about the gains made by the HDZ party, politicians, and the individuals associated with these state-owned entities. Nine prominent individuals are identified as having made cash donations to the HDZ and the prime minister, while
many of them subsequently won contracts from companies owned by the state (Type C and D
contracting authorities), for example:
•
Marijan Primorac donated EUR 322,368 and paid for Sanader’s BMW. His company ‘Primorka’ benefited from a lucrative contract to rent office space to the Croatian
Lottery (public company).
Marinko Mikulić donated EUR 171,052. As the owner of the privatized ‘PAN’
•
company, there was no evidence proving that he did illicit business with the state,
although questions were raised about how he amassed his personal wealth.
•
Miha Zrnić Marinović donated EUR 263,157. He owned ‘Odlagalište sirovina’
(Raw Material Landfill) which, with the Fund for Environmental Protection (state
entity), drained the state budget of millions.
•
Božidar Longin donated EUR 36,000. From 2003 to 2012, he was a board member
in charge of legal affairs, including public procurement, in Hrvatske šume (Croatian
Forests).
In addition to the five individuals and one political party charged, 30 other members of the
HDZ were given cash by the organisers of the scheme, including individuals at all staff levels,
from doormen and bodyguards to secretaries and ministers.

5. Procedural indicators of favouritism: Restricted and weak competition
5.1. Restricted competition
The use of restrictive procedures, in which contracts are negotiated directly with selected
companies rather than publicly announced and awarded by open tender, is one way in which
government agents may seek to restrict competition in the public procurement process, thereby benefiting cronies or allies. The use of such procedures is, in theory, strictly regulated by
Croatian law: their use if permitted, for example, in emergency conditions or in specialist
areas. However, public officials seeking to allocate resources in a particularistic manner may
abuse the rules. The pattern of usage of such procedures can therefore serve as a probabilistic
indicator of particularism. In our construction-sector sample, contracts representing 27% of
the total value were awarded through negotiated procedures, as shown in Table 1.

Croatian National Tourist Board, Proplin d.o.o., Viadukt d.d., Hidroelektra niskogradnja d.d., Konstruktor
inženjering d.d., Hrvatske ceste d.d., Croatia airlines d.d., Croatia osiguranje d.d.,, Narodne novine d.d., Ecos
trgovina d.o.o., Financial Agency, Ministry of Sea, Transport and Infrastructure, Ministry of Foreign Affairs
and European Integration, ACI d.d.
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Table 1. Public procurement of works (construction) by type of procedure,
contracts valued over HRK 7,452,830, 2012-13
Number of contracts

Value of contracts (HRK)

% of total value of all
contracts

Open procedure

214

4,222,463,130

72.63

Negotiated without prior
publication

15

1,578,072,839

27.14

Not defined by law - exempted

1

13,040,449

0.22

230

5,813,576,417

100.00

Total

Source: author’s calculations based on data from the Integrity Observers database.

5.2. Competition for contracts and the prevalence of sole bidders
The number of bidders for a tender may also serve as an indicator of favouritism. In a
highly competitive market with many competitors for every contract, it is more difficult for
corrupt government agents to manipulate the process because it is under greater scrutiny – at
the very least, from interested parties such as the competing tenderers. In conditions where
favouritism is rife, by contrast, competition may be low. Where companies expect a particular
contract to be allocated in a particularistic way, they will not incur the costs of tendering and
hence will opt out of the market themselves. Thus, systematic favouritism over a long period
drives companies which are unable to win contracts out of the market. Equally, though, a low
number of tenderers might reflect legitimate reasons such as a lack of available expertise.
The majority of contracts in our sample (63.8%) were acquired in an environment of
relatively low competition, with three or fewer tenderers (see Table 2). Almost 40% of these
large tenders had one single bidder, despite 43 of the 58 being tendered on open procedures.
Competition for Framework Agreements was also surprisingly low, with 60.4% of the contract
value the result of processes with three or fewer tenderers, while 40% of the value of FAs in
2012 and 2013 attracted only one bidder. Given the extensive pressures on the construction
sector in Croatia during this period, this lack of competition is surprising.
Table 2. Public procurement of works (construction) by number of tenders received,
contracts valued over HRK 7,452,830 (EUR1mn), 2012-13
Number of
contracts

Value of contract
signed (in HRK)

% of total sum of contracts ≥ EUR
1m

1 tender received

58

2,317,775,476

39.87

2 tenders received

40

732,320,272

12.60

3 tenders received

38

654,920,160

11.27

≥ 4 tenders received

94

2,108,560,508

36.27

Total

230

5,813,576,417

100.00

Source: author’s calculations based on data from the Integrity Observers database.
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5.3. Outcome indicators of favouritism: Analysis of winning bidders
Further indicators of favouritism in public procurement derive from studying the characteristics of companies that win tenders. If there are very few winners, or the winners appear to
have links with political leaders, this is indicative of favouritism in the procurement process.
In addition, if winning bidders exhibit unusually good financial performance relative to other
market actors, this is suggestive of public contracts having been designed or awarded in ways
that did not achieve the best value for money for the public, which may indicate corruption.
Overall, the contracts and FAs in our sample were won by a reasonable number of tenderers
(175 different entities) and accounted for only 17.3% of the tenderers’ total revenue. However, the
data reveal one highly unusual characteristic: for contracts amounting to almost one-half (46.5%)
of the total value, the winning bidders were state-owned companies in the same legal category as
Type C and D contracting authorities. Almost half of public procurement in construction represents contracts where both the contracting authority and the winning tenderer are state entities under the control of political principals. Thus, politicians have the potential to control both ends of the
process, from the design of the contract notice to the writing of tender documents by the winning
bidder. This amplifies the potential for political influence, or indeed control, over procurement.
To probe further, we separated the winning tenderers into profitable and loss-making companies (see Tables 3a and 3b). The state-owned companies which won procurement contracts
recorded higher cumulative profits (from a lower total value of contracts) than tenderers from
the private sector. Privately owned companies recorded higher cumulative losses, despite the
higher value of signed contracts. Perhaps public sector tenderers are simply more efficient and
therefore extract more profits from less revenue? We analysed whether the proportion of public
contracts in total revenue, i.e., the dependence on government contracts, is relevant to performance. The publicly owned contractors which recorded cumulative profits were reliant on
public procurement contracts for an average 24.2% of their revenues, while public contractors
which recorded losses on average received only 8.4% of revenues from procurement contracts.
This relationship - the higher the proportion of procurement contracts, the greater the profits applies to private contractors as well. Profitable private contractors receive an average of 19.5%
of their revenues from public contracts, while the average proportion for loss-making private
contractors is only 16%. This may not seem a great difference, but more in depth study shows
that public contractors have higher salaries on the average (approx. 25%) and higher number
of employees per company. Not even in theory then public companies cannot be more efficient
than private companies, raising questions as to the quality of their work.
Table 3a and 3b. Analysis of tenderers with contract(s) above HRK 7,452,830
in public procurement of works, 2011-13
Table 3a. Tenderers with net profit
Value of public
procurement,
works contract/s
(in bn HRK)

Cumulative
revenue of
tenderers (in
bn HRK)

% of value of work
contracts in cumulative revenue of
tenderers

Cumulative
number of
tenderers with
profit

Profit
(in bn
HRK)

5,4

22,4

24,2

29

1,8

Private enterprises

6,2

32,1

19,5

95

1,4

TOTAL

11,7

54,5

21,4

124

3,2

State owned enterprises
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Table 3b. Tenderers with net loss
Value of public
procurement,
works contract/s
(in bn HRK)

Cumulative
revenue of
tenderers (in
bn HRK)

% of value of work
contracts in cumulative revenue of
tenderers

Cumulative
number of
tenderers with
loss

Loss
(in bn
HRK)

State owned enterprises

1,9

23,1

8,4

20

-2,1

Private enterprises

2,3

14,3

16,1

31

-2,4

TOTAL

4,2

37,4

11,3

51

-4,5

State-Owned Winning Bidders
The next phase of analysis focused on the ten most successful state-owned tenderers, measured in terms of the value of contracts won through public procurement. This revealed that
the top three contractors, which won almost 20% of the total sum of contracts in our sample, were members of one group, Croatian Railways, while the contracting authority which
awarded these contracts was also from the same entity, Croatian Railways. One-fifth of public
contracts awarded in the construction sector represented circular exchanges from one part of
a (state-owned) industry group to another. This represents an unusual deviation from international standards for public procurement, and is indicative of high levels of political control
– and potential influence – over a large share of public contracting.
‘Private’ Winning Bidders
Analysis of the private companies that were the most successful tenderers, in terms of the
highest aggregate value of contracts, indicates similar patterns. Of the top ten, nine were former state-owned companies that had been privatized. This is relevant because the privatisation
process in Croatia was associated with well-documented and serious weaknesses in terms of
fairness, transparency and procedure (Bajo, 2011, Grubišić et al., 2009, Bendeković, 2000).
Several scholars have characterized the process as one in which resources were allocated according to favouritism and cronyism, with political principals distributing resources so as to
extend their political control over the emerging private sector (Čučković 2002, Franičević
1999). The new owners were often successful in securing assets not because of their business
competence or financial resources, but because they had fruitful connections to the political
elite (Franičević 1999; Petričić). Our analysis suggests that many of those companies have continued to prosper for similar reasons, and remain reliant on public contracts, possibly allocated
to them via their political connections, for a large share of their revenues.

6. Inadequate Control of Public Procurement
Several institutions have responsibilities for regulating public procurement. However, these
institutions are poorly equipped – and motivated – to investigate allegations of favouritism or
to identify systemic weaknesses. Potentially the most powerful institution, the State Commission for Supervision of Public Procurement Procedure (SCSPPP) is charged with investigating
alleged breaches of the law in connection with the rights and interests of interested parties or
competing tenderers (Kolar, Loboja, Vuić, 2011). As such, it is the key legal protection mechanism for the interests of tenderers (Pejaković, 2008). If it finds irregularities, the SCSPPP may
cancel a procedure, annul a contract or, in some cases, levy an administrative fine on the contracting authority, or file motions for indictment in relation to misdemeanours.
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However, the SCSPPP may act only at the request of tenderers or those considering submitting tenders, and its enquiries are limited to issues raised by the complainant. In restrictive
procedures, since there are no other interested parties, no one can make a complaint. In open
procedures, competitors could make a complaint, but in a system characterised by high levels
of political favouritism, they might lack confidence in the ability of the SCSPPP to conduct
an independent investigation or correct deficiencies. Losing bidders might consider it more
profitable to seek to enter the market by building political connections.
The Directorate for the Public Procurement System (DPPS) is responsible for supervising all
aspects of the PP system and initiating procedures before the Misdemeanour Court for violations
of legal provisions prescribed in the PP Act (ex ante and ex post supervision) such as failures by a
contracting authority to comply with the necessary procedures. However, given the weak nature
of the governance structures for Type C and Type D authorities, they can engage in a number of
high-corruption-risk activities without violating any relevant procedures. Moreover, the DPPS
treats potentially serious criminal activity (conflicts of interest, disregard for competitive procedures and direct contracting) as administrative investigations, within the (non-criminal) misdemeanour framework, which means that serious infringements tend to remain beyond the reach
of the punitive justice system. In addition, the organisation lacks the capacity to monitor and
adequately supervise the very large number of contracting authorities and contracts.
The DPPS has the potential to improve professional standards in public contracting
through its role in providing the obligatory training and certification of CPOs. However, reliant as it is on revenue from training and certifying CPOs, it arguably faces disincentives to fail
trainees or find evidence of misconduct among CPOs. Perhaps the most serious weakness of
the DPPS as a potential check on corrupt behaviour though is the fact that it lacks independence. DPPS staff have discretion to decide on the targets of pro-active investigations but, as
a department of the Ministry of Economy, they may be reluctant to initiate investigations that
challenge the government or ruling party.
The State Audit Office (SAO) verifies whether the financial statements issued by an audited
entity, including statements on public procurement, are true and accurate and verifies whether
the correct PP procedure has been applied in areas where it is obligatory. However, the SAO
audits only a fraction of contracting authorities. Type C and D contracting authorities might
only very rarely be subject to audits. Moreover, the SAO cannot impose remedies or sanctions
on an audited entity but simply publishes reports or, if criminal activity is indicated, may forward a report to the prosecutor’s office.
In theory, political influence over public procurement for private gain should be regulated
by rules about conflicts of interest, enforced by the Commission for Conflict of Interest (CCI).
The Public Procurement Act also defines situations in which a conflict of interest may arise,
e.g., if the representative of the contracting authority simultaneously performs managerial
duties for a participating company, or if the representative of the contracting authority holds
shares, stocks or other rights in the economic operator. Any action in breach of the law would
void the contract and criminal charges could be filed with the State Attorney’s Office.
However, the Act does not specify who is responsible for monitoring compliance with this
provision and our research revealed that even experts in this field were unsure about where responsibility lies. The CCI’s mandate does not stretch to cover many personnel involved in the
public procurement process, including CPOs, the senior managers of public companies owned
by regional and local governments and heads of contracting authorities that are appointed by
ministers, mayors or city councils.
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The police may also initiate investigations into public procurement where criminal acts are
alleged. However, while Croatia’s Office for the Prevention of Corruption and Organised Crime
(USKOK) and associated institutional framework is advanced in terms of the fight against corruption, the lack of public procurement expertise in prosecutors’ offices and police departments means
that they depend on other state bodies for expertise in understanding violations of the PP Act.
The 2011 Public Procurement Act also introduced new instruments designed to increase
transparency and enhance civil society scrutiny of procurement procedures. For example, the
Act obliges contracting authorities to adopt and publish procurement plans for the budget or
business year and to publish a six-monthly register of contracts and FAs awarded. However,
few of these rules apply to Type C and D contracting authorities. Indeed, Bajo (2012) has
questioned the ability of the public or civil society to scrutinise the financial operations and
performance of Type C and D entities in any way, because the official data that is provided
on their revenues, expenditure, assets and liabilities lacks adequate explanations of methodology. The ability for civil society to hold these institutions to account is further undermined
by their governance structure. For many such authorities, it is only the political owners that
have the power to impose sanctions on managers. Any internal accountability mechanisms are
ultimately controlled by the political patrons which appointed those managers.

Conclusions
The integrity of public procurement in Croatia is still undermined by the common practice
of contracting through entities which are subject to political influence and outside the scope of
many the institutional controls. The scope of this problem is extensive. In 2012, around 85% of
the total value of public procurement was carried out under weak control mechanisms, either by
Type C and D authorities or through petty procurement for which there is no obligation to observe specific procedures. Political leaders use their patronage powers over the heads of contracting authorities extensively and, in the construction sector, which was the focus of our in-depth
analysis, around one-half of contract value is won by tenderers which are also owned by the state
and thus subject to political control. A further large share of contracts is won by companies that
have been privatised, a process which was itself characterised by high levels of cronyism resulting
in the creation of an economic elite of company owners with close connections to politicians
and, arguably, a tendency to rely on those connections to keep their companies afloat.
Overall, this builds up a portrait of Croatia as an environment in which political leaders
and parties have great potential to influence the procurement process for the eventual benefit
of themselves or third parties. Evidence from the FIMI Media case, involving the most senior
politicians in a scheme that used public procurement to trade political donations for contracts,
shows how such favouritism works.
Our analysis of procurement in the construction sector further found that, whilst use of
restrictive procedures is not excessive, competition for public contracts is surprisingly weak in
a sector under considerable economic pressure. Moreover, many of the companies which are
most successful in winning public contracts are highly reliant on such revenues, and greater
reliance on public contracts is associated with higher levels of profitability.
Croatia’s public procurement law and the institutional framework of control mechanisms
provide for a good system in theory. In practice, a large share of public procurement is conducted
by contracting authorities which are either formally beyond the reach of these mechanisms or, in
an environment characterised by extensive political control and particularism, highly unlikely to
be challenged by institutions that are poorly resourced and lack independence.
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Policy recommendations
First, the priority for Croatia is to reduce the potential for political control over public procurement. A first step would be to introduce seven-year terms for the heads
of Type C and D contracting authorities, making them more independent of their
political owners. In addition, the corporate governance structures of these authorities
should be reformed to reduce the monopoly and discretionary power of the heads of
Type C and D authorities, and the activities of these organisations should be brought
under the remit of other institutional checks. In the longer term, it may be preferable
to transfer Type C and D authorities into the private sector, but there is traditionally
significant public resistance to such privatisation in Croatia.
S econd, the accountability of the public procurement process should be increased
by improving the monitoring of contract implementation. This would help to ensure that contracts achieve good value for money and deliver the works, goods or
services intended to an appropriate quality standard. This alone would help to curb
the potential for money to be channelled out of the public procurement process for
private gain. State audits should include integrity matters rather than simply financial
audits, which often fail to identify corruption. The Netherlands national integrity
agency provides an instructive example; this organisation has the power to randomly
select public authorities for audits which check the integrity of procedures and make
recommendations to correct systemic weaknesses. The State Audit Office in Croatia
should be given powers to conduct such checks, make appropriate recommendations,
and to impose sanctions on authorities that fail to act on their suggestions.
Third, measures should be taken to improve the degree of competition for contracts,
not only in Croatia, but at the EU level. This is a complex task which requires contextsensitive interventions. Simply requiring procurement to be conducted through open
procedures is insufficient to promote competition, particularly in a context characterised by particularism. Instead, this objective should be pursued through a combination of regulation to force competition, e.g., by requiring a minimum number of
bidders for contracts above a certain value, and capacity-building, by assisting SMEs
in competing for large contracts. In Croatia, the latter goal might be best achieved
through designing clusters of SMEs and encouraging them to pool resources to purchase advice on aspects of the tender process or to establish joint bids. By contrast,
a recent change in Croatian public procurement law which increased the threshold
value at which contracts are regulated – from 10,000 euros to 35,000 euros - risks
facilitating corruption whilst failing to ready companies for market conditions. The
percentage of contracts classed as petty procurement in Croatia has grown dramatically following this change, and now represents 16-17% of all public procurement.
Finally, the integrity of public procurement is best ensured in systems where there is
a high degree of transparency about how public contracts are allocated and how they
perform. It is of key importance, therefore, to improve the collection of data about
public procurement and to expand tools which allow for cross-checking among datasets to identify risk factors such as conflicts of interest and political connections. The
Integrity Observers tools established by Croatian NGO Partnership for Social Development, with the support of the EU Commission and the Embassy of Switzerland
in Croatia, provide significant insights into public procurement. However, a lack
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1.

2.

3.

4.

of integrated data management policies in other aspects of governance – e.g., conflicts of interest, commercial registries, financial registries, concessions, investments
and urban planning - limit the utility of such data for tracking integrity in public
procurement. Significant improvements in transparency and accountability could be
achieved with further development and integration of such databases.
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 . Public Procurement in Infrastructure:
6
The Case of Turkey
˘
UGUR
EMEK AND MUHITTIN ACAR

The Public Procurement Law was put in force in 2003 with an objective to improve competition, transparency and integrity. Although it had some limitations compared with the
EU directives, its enactment was a positive step in a country where irregularities in public
tenders were frequently encountered. However, the post-2002 incumbent government
party repeatedly changed it, with the results of frequent exemptions. Dozens of public
contracts have been taken outside the scope of it over time, leading the share of Turkish
public procurement in GDP (e.g. 5-6%) to fall significantly under the EU equivalent
(15-16%). The use of non-competitive tender procedures such as direct procurement and
restricted procedure has been on rise while the use of competitive open procedure is declining. Unlike the EU regulations, the PPL does not include procedures and provisions
for the delivery of public private partnership contracts, which has risen as preferred allocation means in large scale infrastructure investments. The outcome of allocation therefore is increasingly reflecting particularism, with foreign participation in public tenders
decreasing, and a price advantage award to domestic bidders in international tenders
extensively and increasingly used in recent years.
The perception of corruption or corruption risk is a serious concern for much of Turkish
society, which is clearly observable in public opinion surveys. For instance, according to a
Corruption Survey by Ernst & Young (2013) Turkey performed relatively better than certain
European countries in terms of public perception of bribery and irregularity, but failed in
the area of public procurement: 39% of respondents think that bribery is a must in order to
qualify for a public procurement contract. Transparency International (2013) identified public
procurement as one of the sectors’ most susceptible to corruption, with many cases involving
high-level figures. Similarly, the 2013 Enterprise Survey study by the World Bank and IFC
(2013) singled out public procurement as the greatest source of corruption along with other
activities such as getting a construction permit, as well as import and operating licenses. A
nationwide survey conducted amongst firms (Adaman et al. 2009) revealed that the perceived
favouritism in large scale public contracts such as highway and dam procurement increased
between the years 2004 and 2008.
Preventing the emergence of such a bleak picture has been one of the main aims of Public
Procurement Law (PPL) N. 4734, which was enacted in 2002 and put into force in 2003.
The PPL has been implemented over the years during the reign of consecutive Justice and
Development Party governments (Adalet ve Kalkınma Partisi, AKP, post-2002 incumbent),
with much help from the bureaucrats mostly appointed by the same party. In other words,
the PPL and its implementation have not passed the test of being managed and audited by a
different government formed by other parties. The AKP governments have made amendments
in the PPL over time, claiming to increase competition and transparency, as well as achieving
further alignment with the EU procurement rules and procedures. The PPL has been repeat84

edly amended during the same party rule to the point that it has significantly deviated from
its original structure over the years1. Some amendments might have really improved competitive conditions and increased value for money in public procurement. However, it seems that
a large part of the changes enacted to date have imposed much higher costs to the public by
actually restricting competition and transparency.

I. Construction and Procurement Market Developments
The share of public construction expenditures constituted around 17-20% of total public
expenditures over the period of 2008-2013. The sum of public and private construction expenditures accounts for roughly 8-9% of GDP in the same period. The private sector’s share in the
total construction expenditures (e.g. 5-6% of GDP) is twice as much as corresponding public
expenditures (e.g. 3% of GDP). It is thus reasonable to suggest that the construction industry in
the country offers considerable business opportunities to both domestic and foreign contractors (Column I in Table 1).
Table 1. Construction and Public Procurement Markets (%)
Years

Construction (I)
Share of pubPublic
lic construc- construction in total
tion/
expenditures
GDP

Share of public procurement in GDP (II)
Private
construction/
GDP

Central
government (1)

Local
government (2)

Subtotal of
(1) and
(2)

SEEs
(3)

Total

Share of work
contracts in
total procurement

2008

19.0

3.2

6.3

3.3

2.7

6.0

1.1

7.2

38.2

2009

16.6

3.1

4.7

3.1

1.6

4.7

0.9

5.6

37.1

2010

18.3

3.3

5.1

2.6

1.7

4.2

0.7

4.9

34.5

2011

18.2

3.2

5.9

2.7

1.5

4.2

1.4

5.5

52.5

2012

16.9

3.2

5.8

2.6

1.9

4.5

1.3

5.8

57.2

2013

19.8

3.9

5.2

2.8

2.0

4.8

1.3

6.1

60.0

(1) General and special budgetary agencies and social security institutions
(2) Municipalities, special provincial administration, local administrative unions and municipality-owned companies
(3) State economic enterprises
Source: Ministry of Finance, Ministry of Development, and Public Procurement Agency

The share of public procurement as a percentage of GDP remained within a range of 6-7
% in the investigation period with a declining tendency. Although its proportion of GDP is
lower than the EU (which is about 15-16 %), it still makes up significant part of the Turkish
economy. The share of central government procurement in GDP (about 3%) is higher than
that of local governments (on average 2%), indicating that public expenditures are rather
centralized in the country. Procurement of SEEs accounts for about 1% of GDP. Public works
contracts constitute a larger part of total procurement with a growing tendency, and its share
in total was 60 % in 2013 (Column II in Table 1).
The 35 amendments having been made in the course of 11 years have changed 135 (sub) provisions of the PPL.
Ex-president of Turkish Contractors Association Eren (2010) argued that the PPL needs to be comprehensively
revised to get a well-structured legislation in order to improve value for money in public procurement.
1
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II. Legal Framework
1. Impartiality of Tender Commissions
The PPL contains explicit provisions for the establishment and working conditions of tender
commissions. However, it remains silent on how to ensure commissioners’ autonomy against improper influences which can manipulate and distort tender outcomes. For a start, commissioners
who disobey improper requests may be unseated for any reason (e.g. she/he can be assigned/re-assigned to different positions) before the procurement process concerned is completed. There appears to be no mechanism to block such potential improper actions related to the commissioners’
tenures. Second, tender commissions may consist of members who have a superior-subordinate
relationship in the workplace independently of their responsibilities in the tender commissions.
Thus, the former might force the latter to meet improper demands in order to support a favoured
bidder by exercising their superiority over subordinate(s) through threats to block promotion in
their careers. Furthermore, asymmetric information and transaction cost problems may arise,
because tender commissions are required to be separately appointed for every single tender. On
the positive side, the replacement of members of previous commissions by new ones may make
it difficult for interest groups to capture commissioners, because the time and monetary cost of
engaging in corrupt activities would increase as long as the rate of commissioners’ substitution
is high, engendering information asymmetry between new commissioners and interest groups.
On the other hand, frequently unseating commissioners may impose transaction cost on public
contracts, because each new commissioner needs to spend extra time and effort to ascertain how
to efficiently carry out procurement procedures2.
2. Evolution of Procurement Law
The PPL has frequently been amended over time. Some of the changes made to the PPL
have improved transparency and competition so as to eliminate corruption risks, while others
have distorted its structure by contributing to the emergence of new risks.
3. Eliminating Corruption Risks
3.1. Electronic public procurement platform
One of the amendments introduced provisions enabling the Public Procurement Agency
(PPA) to establish an electronic platform with the hope of increasing transparency and competition so as to ensure integrity in public procurement. The E-procurement platform (Electronic Public Procurement Platform- EPPP hereafter) officially started operation in September
2010 and has successfully evolved up until now. All tender documents from contract notices
towards tender results are required to be published in the EPPP. It has eventually engendered
two crucial outcomes. First, the preparation and publication of tender documents have been
standardized so that procurement officials are no longer allowed to misinterpret them. Second, although the EPPP does not allow online bidding, tender call notices are required to
be published through its electronic bulletin. Therefore, it is possible to say that transparency
and competitive conditions have been improved in public tenders (albeit to a limited extent)
simply because more candidates have been enabled to get electronic information about tender
calls across the country, perhaps resulting in more participation in public procurement.
2

Note that it is still possible to assign the same officials to different commissions.
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3.2. Abnormally low tenders
The PPL initially introduced a new concept, the rejection of abnormally low bids (ALB)
in line with EU directives. Within this concept, tender commissions are required to identify
the ALBs compared with other bids and estimated cost calculated by the contracting agency
which is also required to be kept confidential. Tender commissions enjoyed broad discretion
to evaluate and reject ALBs, likely resulting in the rejection of lower bids and the selection of
a favoured-bidder with a relatively higher bid. The trick to discriminate between bidders, and
to support a favoured one was working as follows: in suspected cases, the contracting agencies
were artificially calculating the estimated cost much higher than real market conditions that
bidders should normally take into account while preparing bids. Therefore, a high number of
bids were likely becoming abnormally low except for risk-averse bidder(s) with higher bids. A
contracting agency with broad discretionary power was able to accept only the expression of
the single (favoured) bidder whose bid’s status would then move up from the ALB to the lowest bid enough to win the tender concerned3. In other cases, a contracting agency was able to
directly identify all bids as abnormally low only lower than the bid of a favoured bidder who
would become the winner of the tender4.
Eventually, an amendment in 2008 improved the evaluation process and considerably limited the discretionary power of tender commissions by introducing an objective criteria set
for the evaluation of tenders. The PPA has also been authorized to prepare detailed guidelines
regarding how to deal with ALBs, which then has also published a larger set of relevant rules
and procedures.
4. Emerging Risks
4.1. Exemptions
A growing number of public contracts have been left out of the PPL over the years. We
have estimated the size of exemptions by calculating the difference between the actual volume of expenditures of central and local governments on goods, services and works contracts
For instance, Istanbul Water and Sewerage Administration (İstanbul Su ve Kanalizasyon İdaresi, İSKİ) a
subsidiary of Istanbul Metropolitan Municipality (İstanbul Büyükşehir Belediyesi, İBB) called tenders for the
construction of a water distribution network with an estimated cost of TRY 21.2 million in the past. 43 out of
57 bids were considered as abnormally low. İSKİ approved the viability of only single bid among the rejected
bids with an amount of TRY12.2 million, the owners of which have allegedly maintained close connections
with top level politicians for years. Note that, the bid envelopes submitted were opened in front of all bidders
participated in the tender in order to secure transparency. Most probably with an advantage of being informed
about the value of other failed bids, the winning company authorized one of failed companies with a bid value
of TRY9.6 million as a sub-contractor. Interestingly, before the award, the contracting agency had not been
convinced with the explanation of sub-contractor which then successfully completed the awarded network
construction. Thus, winning company presumably gained an easy-profit not less than the difference between
its own bid and the sub-contractor’s bid submitted earlier -i.e. TRY2.6-(Gürek, 2011; pp. 56-7). We are unaware of whether or not the winning bidder incurred any other cost paid covertly. Winning bidders of such
tenders are called ‘bag-man’, because they transfer works contracts to a sub-constructor shortly after winning
tenders without engaging in the construction work.
4
In another tender carried out again by the İSKİ for the construction of wastewater network and collector, the
threshold value for the identification of ALB was calculated as TRY10 522 350.00. The difference between
the threshold value and winning bid (TRY10 522 350.01) was only TRY1 cent (the PPA Decision Date Jan.
11, 2006 and N.2006/UY.Z-3143). Allegedly the winning bidder was a close friend of top managers of İSKİ.
3
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and total public procurement of said procurement agencies on the same areas. The difference
between two figures indicates the potential amount of public procurement exempted from
the PPL which is about 4% of GDP in 2013. In monetary terms, a representative amount of
exemptions has jumped from €9.1 billion in 2008 up to €24.8 billion in 2013, indicating a
growing tendency (Table 2).
Table 2. Potential Size of Exemptions in GDP (%)

Years

Total expenditures of
central and local government/GDP

Total procurement of
central and local governments/GDP

Exemptions/
GDP

Amount of potential
exceptions (billion €)

2008

7.9

6.0

1.8

9.1

2009

8.5

4.7

3.7

16.6

2010

8.2

4.2

3.9

21.6

2011

8.1

4.2

4.0

22.2

2012

8.2

4.5

3.7

23.0

2013

8.8

4.8

4.0

24.8

Source: Ministry of Finance, Ministry of Development, Public Procurement Agency, and Authors‘ Calculations.

Exclusions seem to have been introduced on an ad hoc basis. Many public officials seem
willing to avoid PPL procedures and the review mechanism of the PPA. Therefore, individual
ministries have frequently introduced new exemptions. Under single party rule, parliamentarians were unable to check and balance the changes proposed by the government. Thus bigticket projects5 and/or agencies responsible for these kinds of projects are also excluded from
the scope of the PPL. The procurement procedures of exempted contracts are quite flexible
compared with those managed within the scope of the PPL6, thus making the former types
more prone to the abuse. Although the expenditures of public institutions are finally audited
by Turkish Court of Accounts (TCA), flexible procurement rules may still reduce the efficiency
and effectiveness of audit by the TCA.
4.2. The use of non-competitive procurement procedures
The scope of special conditions enabling the use of non-competitive tender procedures has
been expanded over the years. Therefore their use has significantly increased over time. Table 3
provides supporting figures for this argument. For instance, the use of restricted procedure has
For instance, 2011 Winter Universiade Olympics with a cost of €225 million; Fatih project aiming at putting
a tablet computer on the table of every student in elementary schools with a cost of €2.8 billion in total; organization of G-20 meeting to be held in 2015 with a cost of €365 million; IMF-World Bank Istanbul Summit
with a cost of €107 million (ironically, IMF-World Bank along with the EU as external anchor forced Turkey
to undertake the EU procurement directives with an objective to remove exemptions among others in public
procurement in the wake of 2000-01 financial crisis).
6
While defending the exemption of G20 meeting from the PPL, an AKP’s deputy said that “we would need to
become flexible against unexpected developments, because it is a huge organization. For instance, if we rented
50 luxury automobiles and used just 10, we would have been held accountable for the unused 40 cars under
the PPL provisions” (Kuvel, 2014).
5
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grown from 2% in 2008 to 9 % in 2013. Moreover, the share of direct procurement7 in total
has increased from 7% in 2008 to 21% and 12% respectively in 2011 and 2012, and fell back
to its initial value of 7% in 2013. Conversely, the proportion of competitive open procedure
in total has sharply dropped by 8%, from 81% in 2008 to 73% in 2013 (Row I in Table 3).
One of the main goals of the EU procurement directives is to improve competitive conditions in the single market. Conversely, Turkey appears not keen to benefit from international
competition in procurement markets. The PPL involves a specific provision which enables
contracting agencies to apply a price advantage up to 15% for domestic bidders8. Furthermore,
the procuring administrations may enable only domestic bidders to participate in public tenders in cases when the estimated costs fall below the threshold values9,10.
Row II in Table 3 again provides information with respect to international participation
in total public procurement. The share of internationally competitive procurement in total
dropped from 68% in 2008 to 63% in 2013. In other words, 37% of total procurement was
closed to international competition in 2013. Furthermore, the domestic price advantage was
extensively used. The proportion of public procurement with domestic price advantage in
international tenders has significantly risen from 15% in 2008 to about 40% in recent years.
Turkey’s growing interest to protect domestic bidders against international players may however backfire in the common market while helping consolidation of some domestic actors.
Moreover, the lack of foreign competition may mitigate efficiency in public procurement,
facilitating opportunistic behaviours between domestic bidders and procurement officials.
4.3. Reducing sanctions
Corruption in public procurement requires collusion among politicians, bureaucrats and
businessmen. In 2013, the country witnessed an unprecedented solidarity between ruling AKP
on the centre-right and the main opposition People’s Republican Party (Cumhuriyet Halk Partisi, CHP) on the centre-left. Under this solidarity initiative, two parties along with the support of other smaller parties, National Movement Party, (Milliyetçi Hareket Partisi, MHP) and
Peace and Democracy Party (Barış ve Demokrasi Partisi, BDP) unanimously amended Turkish
Penal Code Law N. 5237 (TPC) in order to reduce the term of imprisonments imposed on
the those engaging in bid-riggings in public tenders.
In fact, the statement made the then-Interior Minister at the beginning of the year 2014
provides a useful insight to help better understand the very raison d’être of this amendment.
Between the year 2009 and the year 2013 the ministry authorized 3,861 investigations for
mayors across the country (Cihan News Agency, 2014). The breakdown of this figure according to the political parties is as follows: AKP (1,682), CHP (1,181), MHP (481), BDP (199),
and others (318). Allegations against mayors basically involve bid-rigging in public tenders as
well as the forgery of official documents and membership in a terrorist organization. ApparentDirect procurement enables the contracting agencies to purchase their needs directly from the sole supplier
through negotiating about technical terms and price under certain conditions.
8
Domestic bidder means Turkish citizens and legal persons established in accordance with the Laws of Republic of Turkey.
9
The threshold value of works procurement was about €11 million in 2014.
10
The law amendment of 2013 made optional domestic price advantage of up to 15 % compulsory for medium and high-technology industrial goods. The amendment introduced offsets which allow the contracting
agencies to request compensating measures if goods are not produced domestically. The change contradicts
the EU acquis.
7
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ly, none of the political parties represented in the Turkish Grand National Assembly (TGNA)
were sure whether their mayors would remain clean. The relief introduced by the amendment
would also be exploited by the procurement officers of central government as well as that of
local administrations. When taking into account the signal sent by the solidarity of political
parties represented in the TGNA in the amendment process, it is reasonable to suggest that
launching an investigation for the bid-rigging allegations would hereupon be hampered, while
mischief in public tenders would be implicitly tolerated.
Table 3. Selected Procurement Statistics (%)

I. Use of procurement procedures
(as share in total)

II. Foreign participation in total
procurement

III. Cancellation
rate of tenders
complained

Years

2008

2009

2010

2011

2012

2013

open procedure

81.0

79.0

78.0

66.0

71.0

73.0

restricted procedure

2.0

2.0

4.0

7.0

9.0

9.0

negotiated procedure

10.0

11.0

9.0

6.0

8.0

11.0

direct procurement

7.0

8.0

10.0

21.0

12.0

7.0

share of procurement open
to foreign participation

68.0

66.0

67.0

61.0

64.0

63.0

share of procurements with
domestic preference in procurement open to foreign
participation

15.0

21.0

21.0

34.0

42.0

38.0

cancellation rate of tenders
complained

11.9

6.2

4.1

3.5

3.7

2.2

Source: Public Procurement Agency

4.4. Appeal mechanism
An important particularity of the PPL was the establishment of the Public Procurement
Agency and the introduction of appeal mechanism for bidders who claim that they have suffered from a loss of a right or otherwise damage by the process. The first members of the
Public Procurement Board (PPB) had been appointed before the AKP took office in 2002.
The AKP governments completely reshuffled formerly appointed board members in 2007.
The appointment criteria of board members are allegedly the relations to the AKP’s cadres
rather than merit. As a result of such political appointments, the PPB has allegedly begun not
to consider some award decisions as a violation of law in recent years which were regarded as
infringement by ex-members of the Board. The policy shift of the PPB regarding appeal decisions are explained as an attempt to ignore or tolerate irregular procurement decisions of the
central government and the AKP municipalities. Raw IV in Table 3 depicts cancellation rates
of tender decisions complained in works procurement. While the PPB was cancelling 11.9%
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of tenders appealed in 2008, it invalidated just 2.8% in 2013. Note that the cancellation rate
was 22.9% in 2006 which was the very last year of tenure of board members appointed before
the AKP. These figures apparently illustrate how the decisions of PPB have shifted from protecting complainants towards safeguarding accused contracting agencies.

III. Public-Private Partnerships
Public-private partnerships have been extensively used in many European countries including Turkey for the delivery of infrastructure investments over the last two decades. Unlike EU
procurement directives, the current Turkish PPL does not involve rules and procedures for the
procurement of PPPs. Therefore, the PPA is not in charge of exercising ex post control on PPP
procurement, implying that the decisions taken in bidding processes by the contracting agencies are appealed only to the courts where delivering final verdicts may last for years, which
may indeed reduce the effectiveness of the appeal.
Concerning implementation, 72 contracts with a project value of €52.8 billion were signed
between the beginning of 2008 and the end of 2013. These contracts constitute 41% of those
PPP contracts which were delivered between early 1990s and 2013, while the value of the contracts of the period of 2008-13 accounts for 67% of the total, indicating that the government
has tended to deliver larger-scale investment projects through PPPs in the most recent years.
1. Relations Between Government and Businesspeople
17 out of 72 PPP contracts were awarded to eight companies which won contracts individually in some tenders or jointly in others since 2008. The value of contracts awarded to
these companies is worth about €43.2 billion and accounts for 82% of total projects. The
main characteristic of these companies among others is that they are key participants of the
so called ‘pool media’ which was allegedly formed by the request from top level government
officials according to the corruption prosecution reports and voice recordings leaked on 17
and 25 December 2013. According to Bloomberg (Srivastava et al. 2014) and many other
sources11, an attempt was made by business allies of government to secure control of SabahATV media group in order to reposition it as the government’s mouthpiece. Aforementioned
eight companies were allegedly required to put 630 million US dollars in the pool in return
for the promises to award them major government tenders including a multibillion-euro third
airport in Istanbul and some other major transport and energy projects12. Furthermore, it was
allegedly promised by some members of government to provide loans from public banks for
those who claim lack of cash money to contribute to the pool. Accordingly, the Sabah-ATV
media group was purchased by one of members of the pool allegedly with the pooled funds. 13
All of those alleged to have participated in the pool denied any wrongdoing (Dombey, 2014).
The Turkish government has described the bribery and corruption accusations as “a judicial coup
See among others, Cengiz (2013), Rethink Institute (2014), Schenkkan (2014), and sources cited therein.
Besides, the members of ‘the pool media’ also allegedly made donations, upon request of top level decisionmakers, in the form of both cash and real estate to the Turkey Youth and Education Services Foundation
(Türkiye Gençlik ve Eğitime Hizmet Vakfı-TÜRGEV) whose executive board is composed of relatives and
close friends of the then Prime Minister (Gürsel, 2014).
13
In the meantime, a deputy of the main opposition party, CHP, directed a parliamentary inquiry (Oran,
2013) to the then Prime Minister in order to ask whether a minister on behalf of him had asked millions of
US dollars in bribes from a group of businessmen known to be close to the government for the acquisition of
the Sabah-ATV Media Group. As of this writing, the inquiry has been unanswered.
11
12
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attempt”, launching a strong fight against investigators at police and judiciary through sacking and relocating hundreds of officials who had initiated the graft probe. The government got
strong support from voters in municipal and presidential elections held respectively in March
and in August 2014 as proof of renewed legitimacy, but concerns still remained. In autumn
2014, the newly-appointed chief prosecutors dropped the corruption prosecution against all
suspects including ministers, their relatives and businessmen. The reasoning behind the decision
was that previous prosecutors in the probe breached judicial procedures, and conducted unlawful wiretaps and physical surveillance in order to attempt to overthrow the government (Gürsel,
2014)14. Although the government has survived, the four cabinet ministers whose sons and relatives were linked to the investigation were forced to resign (Arango, 2014). Furthermore, the
then Minister for Environment and Urban Planning, one of alleged ministers, announced his
resignation from Cabinet and Parliament, further calling on the then Prime Minister Erdoğan
to resign because most of the amendments on construction plans mentioned in the investigation
had been made within the then Prime Minister’s knowledge (Hürriyet Daily News, 2013)15.
Finally, a parliamentary investigation committee established to examine the graft allegations decided not to commit for trial four former ministers accused, and TGNA subsequently approved
the Committee’s decision.
At the end of the day, the companies alleged to have participated in the scheme won the
new airport tender of Istanbul as well as some other major tenders in the transport and energy
sectors. Furthermore, they stand out as the winners of large-scale public tenders over the last
decade. Although the establishment of these companies goes back to years before, their growth
has gained great momentum in recent years.
2. Risks in PPP Contracts
PPP contracts give the private operator the right only to collect revenues. Since PPP assets
are still owned by the government, they cannot be pledged against loans which are expected to
finance the project concerned. The only asset to be used as collateral is the revenue stream of
the project concerned. Besides, the governments generally retain a right to early termination
of the contracts under certain conditions. If the government terminates a PPP contract before
it expires, the creditors have no right to the revenue generated in the remaining period of the
original contract. These limitations inherent in part of the PPP/concession contracts increase
re-payment risks, raise capital costs and affect overall financing conditions.
In this context, some large scale PPP projects in Turkey had been long unable to qualify for
the needed project finance. The related laws were amended with an objective to provide loan
guarantees for PPP projects in 2013. Within the framework of the new guarantee scheme, the
government will assume the relative debt in the events in which PPP contracts are terminated
before their expiration date, and then take over PPP assets in question. Furthermore, the newly
introduced guarantee scheme has also been granted to previously signed contracts which had
been still unable to put altogether the needed private finance. This is not the only legal change
which affects financial conditions of PPP contracts after they were signed. For instance, the
Value Added Law was amended in 2012 to introduce exemptions for PPP projects signed be14
Incidentally, the then Prime Minister Mr. Erdoğan publicly confirmed at least one of wiretaps in which he
was instructing a manager of a broadcasting firm to remove an opposition politician’s speech on TV (Schenkkan, 2014).
15
Soon after, the minister took back his resignation and apologized to the then Prime Minister.
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fore the amendment. All in all, these kinds of amendments provide extra advantages for those
private companies.
The stated reasoning of amendments was to improve the bankability of PPP contracts,
and deliver public services in question on time. Even if these arguments are valid, it is still
plausible to claim that the expected benefit of competitive tender being executed long before
the amendments took place would have been significantly reduced if the winning bidder had
strategically overbid or underbid to enter a PPP contract with an expectation or assurance of
revising it at a later stage16.
It is a well-known fact that PPP contracts have frequently been revised in Turkey, but their
nature of confidentiality seldom enables third parties to evaluate financial consequences of the
amendments. Fortunately, we still have open sources which may signal risks regarding the contract revisions. In this respect, the new multi-billion-euro airport tender of Istanbul, which was
won by a consortium including companies involved in the “pool media” in 2013, represents
an interesting case. The tendered airport’s estimated cost is about 28.9 billion euros of which
6.7 billion euros is investment value and the rest (22.2 billion euros) will be paid to government by the consortium as annual rents over 25 years starting when the airport is set to open.
Like many other PPP projects, the airport project has long suffered from lack of funding and
is likely to benefit from debt assumption guarantee as well. Most strikingly, the BOT (Build,
operate, and transfer) contract of airport was allegedly revised to reduce investment cost. According to the news reported by Boyacıoğlu (2014), reaching the desired elevation level for
the airport, which is planned to be built on an area with many old open-pit coal mines that
must be filled, requires around 2.5 billion cubic meters of filling material. After the contract
was signed, the elevation level of the airport has been allegedly reduced to lower the amount
of filling material needed17. A deputy of the main opposition party CHP submitted a parliamentary inquiry (Acar, 2014) to be replied by the Minister of Transport, Maritime Affairs,
and Communications (TMAC hereafter) in order to request information about (i) whether
the elevation level was reduced by 30 meters which may carry out cost savings amounted to 2
to 3 billion euros, (ii) why the revision of elevation was made shortly after the tender, and (iii)
what else changed other than identification of winners after the tender18.
Last but not the least, the Turkish Court of Accounts (TCA, 2012: pp. 22-4) reported
that while transferring operation rights of electricity distribution companies, millions of euros were left in the bank accounts of the companies on the transfer day. During transfer of
operation rights of distribution networks, the cash accounts of distribution companies were
underreported, and non-reported accounts were not taken into account in the valuations, and
Şimşek (2012) reported that some of failing bidders of Gebze-Izmir Motorway and Izmit Bay Crossing
Project with an investment value of 4.9 billion euros had claimed that they would have submitted higher bid,
had they been told that technical and financial specifications would be changed in this manner.
17
In fact, in a newspaper interview, one of the members of the consortium said: “We would build up the
airport much cheaper than its estimated cost, that’s why we did not get nervous in the tender. If we had had
a foreign partner, we would seldom have submitted a bid at such a high level” (Güngör, 2013). This businessman’s tax debt of €151.6 million was allegedly cleared through reconciliation in 2010 as well (Today’s Zaman,
2014).
18
As of this writing, the inquiry has been still unanswered within required period of time. However, the Minister of TMAC informally asserted in the press that all bidders before the tender had been informed about
that a change may be made in the elevation level of airport project through an addendum, if needed at further
stages of investment. Moreover, he noted that if a cost saving emerges from a change in the elevation level, it
will certainly go to the public purse (Hürriyet Daily News, 2014).
16
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eventually transferred to acquiring firms. On the other hand, the report stated that compared
to previous months, electricity usage was also significantly underreported in the bills a month
before the contract date, then the non-reported usage was billed by new private-operators,
causing a wealth transfer from public to private party.

Conclusions and Policy Recommendations
The Public Procurement Law was put in force in 2003 with an objective to improve competition, transparency and integrity. Although it had some limitations compared with the EU
directives, its enactment was a positive step in a country where irregularities in public tenders
were frequently encountered. However, the post-2002 incumbent AKP repeatedly changed it,
so that it has significantly been deviated from its original structure.
The most striking feature of amendments is the emergence of frequently introduced exemptions. As such, dozens of public contracts have been taken outside the scope of it over
time. Therefore, the share of Turkish public procurement in GDP (e.g. % 5-6) is much lower
than the EU equivalent (% 15-16). The exemptions are frequently introduced in order to
avoid tight regulations of the PPL and oversight authority of the Public Procurement Agency.
The exempted public contracts have been procured through relatively flexible rules and procedures. Note that even though the flexible procurement rules and procedures may expedite
procurement process, they are still prone to opportunistic behaviour. Furthermore, the use of
non-competitive tender procedures such as direct procurement and restricted procedure has
been on rise while the use of competitive open procedure is declining. In the meantime, the
foreign participation in public tenders has decreased, and the price advantage to domestic bidders in international tenders has been extensively and increasingly used in recent years.
Unlike the EU regulations, the PPL does not include procedures and provisions for the
delivery of PPP contracts. Given the fact that, delivering especially large scale infrastructure
investments through PPPs has emerged as one of the crucial policy objectives of the government, this issue becomes more significant than ever. Currently, the legal structure of PPPs is
very fragmented, implying that almost every sector and model has its own procurement law
which is largely incompatible with the PPL and the EU regulations. Not surprisingly, smaller
group of companies which have allegedly close connections with top level politicians won PPP
contracts worth billions of euros. In other words, the public procurement and PPPs have likely
to become significant means of business development for particular enterprises cultivating
close relations and affiliations with high-level representatives of the government.
Based on our analyses and findings, the following policy implications and recommendations could be put forward:
Public procurement regime of any country cannot and should not be analysed independently of overall characteristics of dominant governance system in that country.
Thus, institutional and incremental improvements in Turkey in such areas as rule
of law, independence, impartiality and integrity of the judiciary, transparency and
accountability of governing bodies would definitely contribute to the betterment of
public procurement policies and practices in the country.
Th
 e initial legal-institutional framework governing public procurement should not
be the sole source for understanding the actual situation in the country. The changes
and challenges emerged during the implementation phase should also be assessed
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diligently. It is plausible to assert that through the frequent amendments and exemptions introduced over the years, some key properties of the PPL serving as a general
framework for public procurement in Turkey has been significantly eroded. Therefore,
policy makers should give priority to restore-reinvigorate key elements of the PPL aimed
at supporting effective competition and reducing risks of collusion and corruption in
public procurement in line with the needs of the country as well as with EU directives
and best practices.
The increased use of PPPs in Turkey calls for a renewed attention from policy makers
and the public at large to the need for developing a comprehensive legal-institutional
framework for PPPs, as well as to the risks and challenges surrounding the current
practices in the country.
Policy makers and researchers should also pay long-overdue attention to institutional
autonomy and capacity of public bodies regulating, overseeing and/or managing public procurements. Governance characteristics and operational capabilities of public
procurement agencies should not be left out of current policy debate as ‘black boxes’
of public procurement system.
Finally, the data recording and information sharing policies of the PPA and other
public organizations involved public tenders and purchases should be improved so
as to increase transparency and accountability. Monitoring and control mechanisms
associated with public procurement system of the country should shift attention
from almost solely focusing on procedural adequacy to detecting systemic fraud (cf.
Fazekas et al, 2014, p. 88). Although general tendencies can be observed through
aggregate data, the contract level data are still needed in order to evaluate bidding
strategies in certain tenders and sectors. Nevertheless, the PPA of Turkey does not
publish tender-level data, reducing transparency and limiting external evaluation of
researchers. Thus, the contract-level data should be published in the standard manner
in order to improve transparency and accountability by allowing third parties to use
various data mining techniques for independently assessing the public procurement
policies and practices in the country.
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7. Ukraine’s Uncertain Reform Process
ANDREW WILSON

Ukraine has always been one of the most corrupt post-Soviet states, for two main reasons.
The first is a political economy that provides just enough rent-seeking opportunities for the
elite but not enough surplus for a social contract with the general population (Wilson 2013).
The second is the nature of the political deal made at the time of independence in 1991: the
dissident-led opposition movement wasn’t strong enough to take power on its own, so struck
a deal with the Soviet nomenklatura - that they could stay in power and enrich themselves, so
long as the latter shifted to the national cause (Wilson 2015). Those that did so became the
first generation of Ukrainian oligarchs in the 1990s; ‘red directors’ and businessmen-bureaucrats, exploiting the arbitrage and state subsidies of a semi-reformed economy.
That said, corruption under President Viktor Yanukovych from 2010 to 2014 reached a
new meta-level entirely (Wilson 2014). Corruption is here defined ‘not at the individual level
– undue profit from abuse of public authority – but at the societal level, as a governance regime… which deviates significantly from the norm of ethical universalism, where similar rules
apply to everyone resulting in an allocation of public resources which is partial and unfair, due
to the presence of ties of a personal and particular nature between office holders and certain
individuals or groups’ (Mungiu-Pippidi 2013). That group was the literal and metaphorical
Yanukovych ‘Family’, which increasingly monopolised the corruption ‘vertical’, either dispossessing older oligarchs or sharing the spoils with a smaller number of leading oligarchic groups
who bought in to and supported the system, especially the groups controlled by Dmytro
Firtash and Rinat Akhmetov.
The new vertical both increased the amount of corruption, with rake-offs rising to 50%, and
devised new forms, particularly in the gas sector and plundering procurement and the state budget. Energy subsidies were 7.5% of GDP ($13 billion) in 2013, with at least a quarter of cheaper
household gas diverted to industry or being resold abroad. State procurement levels exploded
after open tender was abolished in July 2012, to 250 billion UAH or $21.1 billion in the next
twelve months (Åslund, A. 2013).

1. Euromaidan and After
Corruption, and the predation that fed it, was one of the driving forces of the three months
of ‘Euromaidan’ protests that culminated with the flight of Yanukovych in February 2014.
Despite the hopes of the protestors, there has been slow progress in tackling corruption since.
Ukraine was largely distracted from urgent tasks of domestic reform between the Russian coup
d’état in Crimea in March 2014 and the parliamentary elections the following October. A new
government was formed by December 2014, though its reviews were mixed. According to
Anders Åslund, this is Ukraine’s ‘first serious, able government in years’ (Åslund 2015). Others
see the same old faces and complacent inaction (Herszenhorn 2015).
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The truth, not surprisingly, is in between. But there is no single ideology or group guiding the putative reform process. There is no guiding elite comparable to Mikheil Saakashvili’s
first term as President of Georgia, from 2004 to 2008. Ukraine is anyway bigger and more
diverse, and reform cannot simply be imposed top-down – the more balanced constitution
of 2004 having been restored after February 2014, There is a coalition of forces pushing for
reform: including the EU, International Financial Institutions, the ‘foreigners’ parachuted into
several government ministries, NGOs, and some of the new MPs (236 out of 423 MPs in the
parliament elected in October 2014, that is 56%, were new).1 But the various groups do not
necessarily interconnect and reinforce one another. Which also means there is little in terms of
reserve strength; there is no backbone to rely on when the going gets tough. Arguably, at least,
a patchwork process is better than the Russian model of change by trauma, using events like
the Khodorkovsky arrest in 2003 to reshape relations between the state and the oligarchs; but
this remains to be proven.
The strongest of these forces is the reform coalition among civil society, journalists and
NGOs. According to Daria Kaleniuk of the Anti-Corruption Action Centre (ANTAC, see
antac.org.ua), the biggest change since 2014 has been that ‘journalists and civil society have
more tools for exposing corruption’.2 These include NGOs like ANTAC itself and the Reanimation Package of Reforms (RPR, see rpr.org.ua), and a network of honest journalists
at papers like Dzerkalo tyzhnia (dt.ua) and sites like Ukraïnska Pravda (pravda.com.ua) and
Nashi Groshi (‘Our Money’, see nashigroshi.org), who are not involved in kompromat (spreading ‘compromising materials’ disguised as journalism). They helped push for new transparency laws passed in October 2014 that serve as a further ‘tool’ for their work; including a
Public Registry of Property and a Law on Beneficial Owners (i.e. transparency in business
ownership). A National Agency for the Prevention of Corruption was supposed to launch in
July 2015, tasked with monitoring the income and asset declarations of politicians and bureaucrats. Its eight member board was supposed to be split evenly between representatives of
NGOs and of state ministries.
According to Kaleniuk, ‘Ukraine is turning into a haven for investigative journalists’.3 The
exposure risks for corrupt politicians are high. Many were forced to resign in 2014-15, although legal processes were much less likely, given the failings of judicial reform (see below).
Nataliia Gumeniuk, head of Hromadske TV (int.hromadske.tv), agreed: ‘scandals have gone
underground’. The risk of exposure is too high. Though there are ‘resignations, but no legal
redress’. Arguably, the constant talk about corruption in the media even ‘makes people think
corruption is worse than it is’.4 Although free media like Hromadske TV exists alongside
oligarch-controlled media, especially the main TV Channels; which are still used as channels
of kompromat.

2. The Anti-Corruption Bureau
Groups like ANTAC and RPR were also instrumental in setting up the National Anti-Corruption Bureau (NABU), due to launch in October 2015, though EU conditionality in funding
support also helped. NABU’s designers also tried to avoid many of the pitfalls of the Moldovan
See the figures at http://chesno.org/media/gallery/2014/10/30/parl_results.jpg
Interview with Daria Kaleniuk, 30 July 2015.
3
Interview with Daria Kaleniuk, 30 July 2015.
4
Interview with Nataliia Gumeniuk, 27 July 2015.
1
2
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example, where the National Anti-Corruption Centre set up in 2002 itself became an instrument
of corruption, given its control over information gathering and prosecutions. A better model is
Romania’s Anti-Corruption Directorate (DNA); but in any case the Ukrainians were well aware
from more than twenty years of their own experience of the dangers of the politicisation and
corruption of investigative processes and ‘put safeguards in place’ to try and prevent Ukraine following the Moldovan example.5 These included an open selection process for the new Director,
overseen by a nine-person Selection Commission, whose meetings were broadcast live on the
internet; the open recruitment of new detectives for NABU; a Council of Civil Control, elected
online; and an annual External International Audit. Salaries are high, with an eventual staff of
700 planned. The vote for the Council members became an event in itself. The process had to be
repeated after rumours of multiple voting; the second attempt was a triumph for activists from
ANTAC, Nashi Groshi, Transparency International, Svidomo (the bureau of investigative journalism) and others.6
Nevertheless, there has been an ongoing struggle with old guard forces over the future
direction of the NABU. The President had the final say over the appointment of the NABU
Director, Artem Sytnyk, from a law firm ‘Legal Guarantees’ with some alleged links to oldguard business interests. As also with the NAPC, where there were attempts to manipulate
the four government representatives. When the NABU begins operations as ‘Ukraine’s FBI’
(Gorchinskaya 2015), the temperature around it will undoubtedly heat up (if not, it will not
be doing its job). One proposal is to give it greater external protection. There is already the idea
to set up a joint EU-Ukraine investigative body to monitor how EU funds are spent. It could
easily be attached to the NABU.

3. Missing Legal Reform
Despite increased transparency and the threat of exposure, Ukraine has not taken the logical next step of proper legal reform. According to Kaleniuk, ‘the law enforcement system is
still captured’ by corrupt insider interests.7 Little has been done to reverse Yanukovych’s highly
damaging legal ‘reform’ of 2010 which effectively snuffed out all vestiges of judicial independence, establishing executive control over judicial appointments and salaries, and deepening
the notorious system of ‘telephone justice’ (secret executive instructions to judges).
A Judiciary Reform Council was set up in the autumn of 2014. A December 2014 Law
on the Status of Judges and a February 2015 Law on the Right to a Just Court brought about
some marginal improvements, but were not the Big Bang reform needed. The same was true
of the damp squib Procuracy reform in October 2014, which introduced some competitive
appointments and took away the function of overseeing the application of the law, but did
not dismantle the all-powerful neo-Soviet institution in the way reformers were demanding
(the Chief Procurator is appointed by the President; the office he controls investigates crime,
decides on and organises prosecutions, and conducts them in court – functions that are normally separate).
Nevertheless, there were important personnel changes to the still all-powerful Procuracy
in February 2015. The new Chief Prosecutor Viktor Shokin was an establishment figure, but
he appointed genuine reformers like Vitalii Kasko and Davit Sakvarelidze, who held the same
Interview with Daria Kaleniuk, 30 July 2015.
See the voting at http://nabu.gov.ua/index.php?id=16
7
Interview with Daria Kaleniuk, 30 July 2015.
5
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post in Georgia under Saakashvili from 2009-12, as his deputies. They promptly began investigations of corruption in the Procuracy itself. When they uncovered $500,000 and 65 diamonds in one of their colleagues’ flats, a war of kompromat ensued, with an attempt to dismiss
the reformers. But they held firm with strong civil society support, and it was their colleague
Volodymyr Huzyr who was forced to resign in July 2015.

4. The Oligarchs
Much of the corruption in the Yanukovych era was ad hominem. Once he and his ‘Family’
departed, many schemes ended. But far from all: much of the ‘Family’s’ business empire was
surprisingly extant, and all was by definition corrupt or corruptly-established monopolies. The
notorious Ukrainian Development Bank, which laundered the profits from other businesses
of Yanukovych’s elder son Oleksandr and helped finance the rebels in the Doinbas, continued operating until December 2014. Donbasenergo, a corruptly-privatised cash-cow for the
Yanukovych family, continued to receive payments during the whole of 2014. The ‘Family’s
front men find it even easier to operate. One example is Unison Bank linked to Oleksander
Klymenko, who was the main organiser of tax avoidance when he was Revenues and Duties
Minister under Yanukovych. Another is Serhiy Kurchenko, a pseudo-oligarch and front man
for the ‘Family’, who still runs Ukrainian Media Holding.
But that still leaves the other oligarchs. There has been some excited press talk in 2015 of
‘de-oligarchisation’ and a ‘war against the oligarchs’ (Garton Ash 2015). Ukraine’s three major
oligarchs, Rinat Akhmetov, Ihor Kolomoisky and Dmytro Firtash, have all for different reasons
had their wings clipped. But the West is looking for the wrong thing. According to leading political commentator Oleksii Haran, “There is no ‘war on the oligarchs’. There are attempts to
gradually reduce their influence and introduce more civilised rules of the game. But no more.
And it’s not possible to do this in a hurried way: it would destabilise the situation”.8
In 2014 many were making the opposite argument, that Ukraine’s oligarchs had emerged
from the events on the Maidan and in Crimea and the Donbas only the stronger (Leshchenko
2014). There has been no campaign, but there has been adjustment over the medium-term,
brought about by three factors. First, war and the threat from Russia have led to a dramatic
diminution in the importance of the gas trade – hitherto Ukraine’s number one source of
corruption. Second has been the desperate need to bring rudimentary order to the national
budget, with the state facing economic collapse. Third, the war in the east has disrupted and
divided the economic empire of Ukraine’s leading oligarch Rinat Akhmetov in particular.
The oligarchs are not as rich as they were. According to the ‘rich list’ of the Ukrainian
magazine Fokus, the top five Ukrainian oligarchs (Akhmetov, Ihor Kolomoiskyi, Hennadii
Boholiubov, Viktor Pinchuk, and Vadim Novinskii) saw their total wealth decline in 2014
by 46%, from $28 billion to $15 billion (Fokus 2015). Though most of this was due to the
collapsing economy - GDP fell by 6.8% in 2014 and by 17.6% in the first quarter of 2015.
But none of the main groups has dislodged any of the others, though the pro-Russian Novinskii may be dispensable. On the other hand, new players or promoted players like Kostiantyn Grigorishin are being used as proxies, in this case allegedly by circles close to President Poroshenko, to take over assets secured from rivals, much like the role played by Dmytro Firtash
under Presidents Yushchenko (2005-10) and Yanukovych (2010-14) (Oleksiyenko 2015a).
8

Interview with Oleksiy Haran, 30 April 2015.
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The three main centres of oligarchic power are now Akhmetov, Firtash and Ihor Kolomoiskyi, whose power and wealth has vastly increased during the war, as his home base Dnipropetrovsk is the front line after the Donbas and vital to Ukraine’s survival as a state. They
balance each other and the two main post Maidan political groups – the Poroshenko Block
backing the new President and the People’s Front backing Prime Minister Arseniii Yatseniuk
- in between. All have exploited changing politics since February 2014, as much as coming
under pressure because of it. Kolomoiskyi, most famously, exploited his role as defender of
Dnipropetrovsk and the sponsor of battalions in the east. Firtatsh has had to invest heavily in
other political groups after facing, and facing down, the threat of extradition to the USA from
Austria. He is allowed back, so long as he reduces his financing of opposition groups. Akhmetov has also invested in other forces like Yatseniuk, and is allowed to remain a key player so
long as he limits his dangerous double game playing both sides in the Donbas.
According to Forbes, Rinat Akhmetov has taken the biggest hit; his wealth diminished in 2014
from $12.5 billion to $7.2 billion (Musaieva-Borovik and Denkov 2015). He now has to pay more
for coke freight; the ‘green tariff’ for his wind energy business was halved; and he lost his monopoly
on electricity exports. There is discussion of reviewing his gains of the Yanukovych era, via the possible revision of the privatisations of the national phone company Ukrtelekom, and the big regional
power companies Dniproenergo and Donbasenergo. There have been some attempts to clip his
company DTEK’s monopoly of the coal market in Ukraine (70% of the total), but the state still
needs his coal. Protests by miners in Kyiv in April 2015 were allegedly covertly backed by DTEK.
Dmytro Firtash now has to pay for gas transport, not the state. In April 2015 as he escaped
extradition to the USA, the state seized 500 million m3 of gas from his company Ostchem
- a presumed warning shot as to his future operations. In 2014 Firtash lost Nadra Bank and
control over the titanium deposits he acquired under Yanukovych. His controlling stake in
Zaporizhzhia Titanium and Mining Combine was transferred to a state enterprise, making
him further removed from control of the Vilnohirsk and Irshansk mining and metallurgical
plants. There is also talk of an investigation of his 2013 purchase of Inter TV, Ukraine’s leading
channel with his partner Serhii L’ovochkin. But so long as gas liberalisation has not yet spread
to the regions, where Firtash still controls 70% of gas distribution, his main business is intact.
The third main oligarch Ihor Kolomoiskyi has seen the most ups and downs since February 2014. He actually expanded his power too much in 2014, and was seen by many as the
de facto second president and supreme power in his home region of Dnipropetrovsk, dubbed
‘Dniprokolomoisk’. He overstepped the mark by using paramilitaries to defend his business
interests against state investigations in March 2015. He was removed as governor of Dnipropetrovsk, though a protégé replaced him; while another protégé Ihor Palytsia was removed from
the governorship of Odesa, where he had long looked after Kolomoiskyi’s business interests.
Parliament voted to remove his minority control of Ukrnafta. But these moves were sweetened
by retrospective dividend payments for Ukrnafta of $1.5 billion for 2011-13 (Kolomoiskyi’s
share being $700 million) and agreement that there would be no audit checks on another of
his companies Ukrtransnafta; plus a 800 million UAH stabilisation credit to the Kolomoiskyicontrolled Privatbank, Ukraine’s largest, in March.
All the oligarchs have had their subsidies rimmed, but they are not threatened with dispossession. Politics and the mainstream parties are still financed by the oligarchs behind the
scenes. The main TV channels are still oligarch-controlled. But their access to government is
less secure. Just as with investigative journalists and NGOs, change has been led by changes
in personnel. According to one former activist tuned bureaucrat Olena Tregub, ‘A new type of
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people got access to government, to decision-making. But it’s not yet a big number of people’.9
This varies vastly from one ministry to another. And where there is change at the top it does
not necessarily have immediate effect; given the importance of the ‘mid-level mafia’ (Tregub
2014). The key interface between oligarchs and ministries was not even ministers or deputy
ministers, ‘but heads of departments, who had been in the same jobs for decades’. ‘It took six
months to get rid of them’ at the Ministry of the Economy. ‘Reforms only started when there
was change at this level’.10

5. Procurement
Abuse of public procurement was one of the worst forms of corruption in the Yanukovych
era. An online e-procurement system for sub-threshold items was launched in February 2015,
dubbed ProZorro,11 alongside the information site tender.me.gov.ua. In March it was supplemented by a Law on the Transparency of Public Finances. Again the system was devised by a
leading civic activist Kseniia Liapina. Transparency international oversaw its introduction and
the introduction of three online trading venues for end-users to choose between: prom.ua,
SmartTender.biz and e-tender.biz
Oleksii Shalaiskyi, head of Nashi Groshi, claims that corruption in state tenders has already
noticeably decreased. The premium over market prices has fallen to 10-15% from 30-40%.
Plus, ‘dozens of [old] corruption schemes have [simply] disappeared (Ianitskyi 2015). Dmytro
Shymkiv, the former CEO of Microsoft Ukraine appointed as Deputy Head of the Presidential Administration in July 2014, estimated the system would save 20% (Shavakyuk 2015).
Overall procurement spending fell from 464 billion UAH in 2012 to 203 billion in 2013 and
125 billion in 2014.

6. Public Services
Much less has been done in terms of e-government in general. Until 2015 Ukraine had
actually been falling in the UN’s rankings of e-government provision, to a global 87th position
(Sheremeta). There has not been much change at the sharp end of citizens’ access to public
services. Ukraine’s top traffic cop Oleksandr Yershov was forced to resign in May 2015, after
revelations about his opulent life-style. A high-profile reform of the Kyiv police was launched
in July 2015, with new recruits in new uniforms and new manners.
Deregulation has also been limited. The number of supervisory bodies was supposed to be
cut from 56 to 28, but that it still 28. The number of permits needed to start a business is still
85, albeit down from 143. The World Bank shows Ukraine rising only slowly in Ease of Doing
Business, from 112th in 2014 to 96th in 2015.12

7. Sectoral Reform
Ukraine also needs to clean up the most corrupt parts of its economy, particularly the energy sector. Here, domestic institutions remain weak, particularly the Anti-Monopoly CommitInterview with Olena Tregub, formerly of Reform Watch, now Director, International Technical Assistance
Coordination and Cooperation with IFIs, Ministry of Economic Development and Trade, 28 July 2015.
10
Interview with Olena Tregub, 28 July 2015.
11
From the Ukrainian for ‘transparent’, see prozorro.org/en
12
World Bank Group Doing Business 2015 data for Ukraine http://www.doingbusiness.org/data/exploreeconomies/ukraine
9
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tee, which has long been captured by oligarchs, despite receiving a new Chair, Yurii Terentiiev,
in May 2015. However, the EU Third Energy Directive has had an effect from outside, particularly in the gas market. A major reform in May 2015 sought to unbundle the gas sector and
reform the notoriously corrupt and inefficient domestic monopoly Naftohaz Ukraïny (‘Oil and
Gas of Ukraine’). In February parliament finally caved in to IMF pressure to raise household
gas prices, previously held down at only 12% of production cost. The point being the reduction, though not complete elimination of arbitrage potential (community cogeneration still
has a lower price), which generated the massive corruption previously involved in diverting
cheap household gas to industry at the expense of the state subsidy. Naftohaz Ukraïny’s deficit
has been cut from $8 billion in 2014 to a forecast $3 billion to $4 billion in 2015 – which is
a good proxy measure for reduced rent-seeking in the gas sector.
The electricity market awaits a similar reform, and still has a big difference between industrial and household prices. Coal market reform has been partial, but has been delayed by
the war in the east, the loss of control over many of Ukraine’s mines (only 35 out of 95 mines
are free from rebel hands in the Donbas) and the fears of more unemployment in an already
volatile region.

8. Public Opinion
One problem has been the divergence between elite and popular understandings of ‘reform’
– and the lack of a Georgian-style elite to drive reform regardless (Tregub 2015). Public opinion
surveys show that public opinion cared less for deregulation and e-government, but wanted the
Maidan ‘Revolution’ to deliver on social goods and punish the elite. In answer to the question,
‘What are the reforms to you?’, the most popular answers were abolishing MPs’ immunity (58%)
and raising pensions and salaries (51%).13 The public’s most pressing concerns are the largely unreformed public services, where corruption is still rife. In another poll, the most pressing reform
was not deemed to be to the military or to politics, but to healthcare (43.6%).14
Another problem is unwillingness to take the pains inevitably caused by reforms. One poll
taken at the end of 2014 showed that 33.5% of Ukrainians were prepared to make sacrifices
for ‘no more than a year’ in the name of reform, and 10.3% for ‘as long as is necessary’.15 That
was actually an increase – but still only half of the population was prepared to tighten their
belts. The breakdown by region was also noticeable: 56.2% in the west of Ukraine, and 47.7%
in the centre, but not much more than 10% in the east (Olekseienko 2015b).

Conclusions
Ukraine’s anti-corruption policy is led by two factors: economic necessity and the NGOjournalist sector. Economic recession has arguably done the most to reduce corruption rents in
2014-15; more than any political measure. Civic initiative is a good way to help ensure reform
bed down in the long-term, but is no substitute for political will at the top in the short-term.
Moreover, the two forces might not be the toughest or most durable pro-reform coalition.
13
Poll by the Kyiv International Institute of Sociology, 4–19 December 2014, published by Dzerkalo tyzhnia,
available at http://opros2014.zn.ua/reforms
14
‘People and Reforms’, Poll held 4-19 December 2014, published by Dzerkalo tyzhnia, http://opros2014.
zn.ua/reforms
15
‘Public Opinion: Conclusions of 2014’; www.dif.org.ua/ua/polls/2014_polls/jjorjojkpkhpkp.htm
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EU conditionality has given the domestic reformers greater power, creating a ‘sandwich’
either side of the domestic elite. In 2014-15 EU pressure helped secure the package of muchneeded new legislation; the EU should therefore keep as wary an eye on implementation and
delivery. The EU should also press hard on the key missing piece in the jigsaw: without proper
legal reform there will be only limited progress on combating corruption, and most other
changes, from cleaner politics to an effective military response to Russia, are also dependent
on the introduction of a proper rule of law.
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The paper presents the most important findings of a wider research conducted under
the ANTICORRP project (Work Package 9 “Organised crime and impact on vulnerable
groups”), focusing on the infiltration of organised crime in three crucial policy sectors:
public procurement, privatization of public utilities/services, and management of EU
funds1. The research aimed at filling a gap existing in both academic and policy-oriented research, in which the interaction between corruption and organised crime has been
poorly addressed and analysed. The analysis is drawn from data collected in five European countries (Bulgaria, Croatia, Hungary, Italy, Kosovo).
Data collection and analyses were conducted by five institutions across Europe (EUI, CSD,
BCE, IKS, PSD). The methodology involves both extensive and intensive strategies of investigation. A quantitative assessment of the crime and politics nexus is based on the Organised
Crime & Corruption (OCC) events database, in which events data about the link between
criminal groups and political corruption have been gathered and assembled2. A qualitative
assessment involves in-depth understanding of the mechanisms of corrupt exchanges, presented as 29 single case studies conducted in the countries covered by the research, inclusive
of primary and secondary sources (interviews, legal proceedings, academic and policy-oriented
reports). As will be shown later in the paper, the most striking outcome emerging from the
collected evidence is the variety of groups and corrupt exchanges upon which information has
been collected. The diversity of criminal groups within countries is perhaps the most startling
feature of the data, suggesting that, even when we talk of organised crime within European
countries, we are often in fact referring to a phenomenon which varies both across space
and over time. The comparison across countries, on the contrary, shows that similar patterns
might exist between criminal organisations in different countries when similar environmental
conditions favour penetration of the legitimate economy and political institutions, and facilitate interdependence and reciprocity with both legitimate and political actors. The paper is
organised as follows. Section 1 presents the focus of this study, and it provides the definitions
used to disentangle the link between political corruption and organised crime. In Section 2
some information about the methods used in the study are illustrated, with a special focus on
data collection strategies. Section 3 and 4 present a comparative assessment of organised crime
groups operating in the countries analysed in this study, and an evaluation of those criminal
opportunities arising from the institutional design of one of the three policy arenas analysed
The full version of the integrated report is available online (http://anticorrp.eu/publications/integrated-report/).
All the data about OCC events collected in the five countries have been assembled in a single database of
events. In the case of Italy (see the country report), we also present a preliminary analysis of the data to show
the potential of this research strategy. See full version of the report.
1
2

105

in the ANTICORRP research, e.g. the management of EU funds. In Section 5 we illustrate
the results of the 29 in-depth case studies carried out about events of criminal-political collusions. Conclusions are then presented, focusing on the policy responses already implemented
to tackle the phenomenon.

1. Disentangling Political Corruption from Organised Crime
EU institutions have promoted and attempted to launch a common action against organised crime, corruption, and money laundering in EU member states since the early 1990s3. In
general, the three criminal issues have been treated separately without fully addressing the interplay and interdependence among them. On both policy analysis and intervention sides, they
are distinctive phenomena, which might emerge, develop and persist autonomously, involving
different actors who perform separate functions and are motivated by different goals. However,
the inherent interdependence among them might be a conducive factor to the emergence of
all of them, it might affect the way these phenomena develop or dampen the effectiveness of
separate and limited policy interventions. This is especially true when the interdependence becomes a source of reciprocal advantage, and we thus observe exchanges of resources among the
actors involved. In its enlargement strategies, the EU has traditionally shown more awareness
about the intrinsic link between criminal organisations and political corruption, as shown by
the different negotiation and monitoring activities carried out by the European Commission4.
The two phenomena often emerge together. However, both institutional and policy reports at
EU level have traditionally taken organised crime as a cause of corruption, focusing on certain
forms of corruption, such as police and judicial corruption, which are typically generated by
the attempt of criminal actors to avoid conviction, to obtain impunity, or other specific advantages related to their illegal acts. Without any doubt, such an approach may well serve as a
“laboratory” in understanding the strategies of criminal groups in preserving their illegal businesses and enabling them to flourish. However, this type of corrupt exchange only partially
exemplifies those reciprocity mechanisms that certain criminal groups can trigger with institutional and political actors, achieving longevity and territorial control. The goal to neutralize
investigations and law enforcement through bribing a police officer or a judge is only a part
of the problem. Such a focus does not enable seeing organised criminality as a phenomenon
recognizable by the reciprocal services it can perform for legitimate clients (politicians, bureaucrats, professionals, entrepreneurs in legal markets). In other words, organised crime can also
be a resource for corrupt exchanges, when it becomes an integral and functional component
of political corruption networks. Within this perspective, political corruption is not only a
strategy for criminal organisations to obtain contingent benefits from public agents, but it
also a business for criminal organisations when they provide illegal protection to corruption
exchanges. Therefore, though EU institutions have started in carefully addressing the impact
of political corruption in crucial EU policy sectors, such as the management of EU funds, the
same institutions have not likewise considered the problem of OC as enabler of political corruption in the same sectors. Moreover, a further scenario risks remaining outside the lens of policy
analysts. Evidence also collected for this study show a persistent and growing organisation in
See the full version of the report of a more detailed review of all EU initiatives on the issues of organised
crime, corruption and money laundering (http://anticorrp.eu/publications/integrated-report/).
4
See the full version of the report of a more analysis of this point (http://anticorrp.eu/publications/integratedreport/).
3
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corrupt exchanges, i.e. grand corruption cases involving structured and durable organisations/
networks of institutional actors aimed at the systemic capture of public resources for private
aims. Therefore, when we look at political corruption cases, we see that traditional criminal
groups – e.g. those organisations producing and/or selling illegal goods and/or services – still
play an important role, but this is not pivotal or overwhelming as it is supposed to be. On
the contrary, corporate and corruption crimes seem to be more organised and structured as
compared to the past, showing a growing criminalization of practices and conducts either in
the political or in the economic sphere.
Therefore, a first step in the analysis of these emerging trends and in the formulation of
policy responses at EU level is a common definition of organised crime activities. In fact, the
variety of criminal actors and organisations across EU countries and around the world has
produced an ambiguous and confused conceptualization of the problem, leading to a number
of conflicting definitions as to what constitutes organised crime activity, not only between
jurisdictions in Europe and around the world, but also within academic research (Levi, 1998;
Paoli, 2002; Finckenauer, 2005; Varese, 2011). In this study, we have opted for a broader definition of the phenomenon, centred more on what groups do, instead of focusing on what they are
presumed to be. Based on a more recent literature on organised crime, we distinguish between organisations that simply trade on the market, by producing and/or selling illegal goods and services,
and organisations that aim at governing the markets, by providing services of “dispute settlement,
cartel enforcement and more generally governance of illegal transactions” (Varese 2011:12). Italian mafia-type criminal organisations would resemble more the second type of organised criminal group, because they operate as a governance structure mostly addressed to the underworld,
such that its activities cannot be reduced merely to the supply of illegal goods (Gambetta 1993).
This distinction has significant implications in the way this study aims at analysing the link
between organised crime and political corruption. As will be shown in the following sections,
trading criminal groups might profit from corruption as an enabler for their illegal business or
money-laundering activities (organised crime as a cause of corruption). In another scenario,
when there are criminal groups offering protection and government-like services on the illegal
markets, organised crime might also become a resource and enabler for corrupt exchanges, that
are, as a matter of fact, illegal transactions, like any other activity and exchange banned by law.
The research design of the study is based on this conceptualization of organised crime, and
data collection has also taken into consideration this analytical distinction.

2. Research Design and Data Collection Strategy
Significant methodological problems related to cross national studies on organised crime
are widely remarked by scholars, analysts and policymakers. The availability and reliability of
data, the consistency and validity of measurement strategies used to assess the phenomenon,
and the comparability and replicability of research and policy findings are all at the heart both
of empirical science and the evaluation of organised crime activities and their countermeasures. Few cross-national and cross-organisational comparative studies have been conducted
by academic and policy-oriented institutions (Catino 2014; Campana 2013; UNODC 2009).
Therefore, critical to the prevention and control of corruption and organised crime is the ability to access reliable information on trends in both phenomena within and across European
countries. Adequate information on on-going developments at country level of both illegal
markets and penetration into the legitimate economy may provide a useful marker against
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which progress can be measured and changes in the nature of organised crime assessed. In
this research, we propose a micro-level perspective in the study of the link between organised
crime and political corruption, combining it with a meso- and macro-level of analysis. Essentially, poorly developed concepts, such as the one of organised crime, are often the product of
a selection problem concerning the unit of analysis. When we look at the actors, the literature
often confuses single families with organisational orders between a number of groups5. The result
is that an independent group becomes a nation-wide or region-wide conspiracy with wide and
strong connections. In the same way, the hierarchical order within a group is taken as if there
were also hierarchies between groups. This makes no sense when measuring the impact of groups
in the respective limited areas/sectors in which they effectively operate, and especially when the
link with political corruption needs to be assessed. In the case of Italian mafias, these are often
qualified by the press or viewed by the population as a distinct Mafia even if in reality they do
not represent an homogenous hierarchical structure under the leadership of any single individual
A micro-level perspective has been followed, by adopting a mixed research strategy, which
has combined together an extensive strategy of data collection and analysis (large-n) with an
intensive one (small-n). The aim of a mixed strategy of data collection and analysis is to create evidence-based measures of organised crime infiltration into public policies and decisionmaking processes. Therefore, the units of analysis of this research are single events of corrupt
exchanges between criminal groups and institutional actors in the three policy sectors of interest. To systematize the collection of data about events of criminal-political exchanges, a codebook (Organised Crime & Corruption (OCC) events codebook)6 was designed in order to acquire
information through a reliable and consistent methodology, to provide a common platform
for all the research partners, and to allow a comparative assessment of the problem across European countries and criminal organisations within countries. The database collects information about more than 150 events from 2008-to present, including relevant and crucial events
occurring before 2008, in the five countries analysed in the report. A preliminary collection of
events data was carried out by searching countries’ news archives (newspapers’ online archives
or press agencies), and more detailed information about the events were gathered by using national and local newspapers. Then, an in-depth research on the most interesting cases has been
conducted. The qualitative assessment involves in-depth understanding of the mechanisms of
corrupt exchanges, presented as 29 single case studies conducted in the countries covered by
this study, inclusive of primary and secondary sources (interviews, legal proceedings, academic
and policy-oriented reports). Data collection and analyses were conducted by five institutions
across Europe (EUI, CSD, BCE, IKS, and PSD).

This is also noted in the UNODC report: “It is worth noting here that there is often confusion between what
is termed ‘groups’ and what has, in the context of this study been termed “clusters”. Reviews of international
organised crime often collapse the two. That is, by reviewing recent developments in Russian or West African
organised crime as if these were single and inter-connected criminal groups in their own right. Instead broader
criminal clusters, while sharing many similarities in structure and organisation among the various groups that
constitute them, are not on their own definable criminal groups. They are rather conglomerations of similar
criminal groups often simply labelled by the media for ease of reference.” (UNODC 2002:9)
6
The codebook itself consisted of approximately 20 variables, under four macro-categories: basic information
about when, where and who is involved in the event; structure and activities of political actors in question;
structure and activities of criminal actors in question; and resources and mechanisms of the exchanges between
political and criminal actors. A detailed description of the codebook is provided in the full version of the
deliverable available online.
5
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Based on the evidence collected, two important variables seem to explain variation in the
way corrupt transactions are carried out in the three policy sectors analysed. On one side, the
structure and industrial organisation of criminal groups affect their capacity to capture public
decision-making and infiltrate both legitimate economy and the public sphere. On the other
side, the characteristics of policy settings also affect the opportunities and costs of corrupt
exchanges and of the infiltration of organised crime. In the following sections, the two factors
are further presented and analysed, with a special focus on the management of EU funds.

3. A Comparative Assessment of Criminal Groups and Illegal Markets in
EU Member States
Current efforts to collect and analyse information on organised crime at EU level suffer
from the lack of standardised quantitative information, due to the different definition of the
issue across EU member states, and the lack of systematic qualitative information for all EU
member states that might serve for cross-country comparisons. More recently, some research
projects have tried to reverse this problem by designing more standardised procedures to collect information within and across countries about organised criminal activities (Transcrime
2011), consumption of illegal goods in Europe, or legal definitions (Calderoni 2014; Calderoni et al. 2014). Following this literature, this study proposes a standardised procedure for gathering qualitative data on organised crime groups in Europe. Patterns and trends in organised
crime are presented and compared along three axes: (a) path of emergence; (b) core business;
(c) organisational model. According to the evidence collected, these three dimensions affect
the modalities and resources criminal groups use to engage in political corruption networks.
As far the path of emergence is concerned, most of the cases show that connections between
indigenous organised and corporate crime remain the most relevant and recent development of
organised criminality in Europe, as opposed to the cross-border crime paradigm. As we focus our
attention upon the most dangerous liaisons between criminality and politics, indigenous forms
of criminal groups still play an almost exclusive role in connecting with business and government
officials. This might not hold true when we deal with other forms of corruption, such as police
or judicial, because similar strategies of influence might be used by both foreign and indigenous
groups. Environmental conditions and reciprocity mechanisms between non-indigenous and
indigenous actors explain the success of illicit transactions. Especially, the marginalisation of
minority groups not integrated with the surrounding society and the significant pool of illegal or non-integrated immigrants in the EU are fertile conditions for foreign organised crime
groups. Some of the country studies presented in the research show the organisation of vast
vote-buying campaigns in some marginalized ethnic communities. Local enablers also have an
essential explanatory function in the assessment of the link between organised crime and political
corruption. In particular, the overall deregulation of markets, the growing informalization of the
workforce and economy, the retreat of the state and failed liberalization cycles represent the most
important institutional and economic enablers of the nexus between criminal organisations and
political corruption, rather than the removal of borders and the globalization of markets.
The in-depth analysis of 29 case studies also shows a further and more recent path of emergence of criminal groups. In fact, evidence shows that in certain circumstances corporate-state
and white-collar crimes are carried out along more institutionalized forms, characterized by
the same continuity and diversification of activities typical of more traditional organised crime
models. Illicit transactions might be more or less vertically integrated and oriented towards
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either a hierarchical or a network-based structure, like the same mafia-like groups, which do
not follow a single organisational model either. These cases differ from crimes that are simply
organised, because they rely on a permanent basis, interoperable and permeable contacts, multiple and reiterated transactions instead of occasional ones, a sophisticated division of labour and
growing economies of scale. Networks involve primarily actors who used to have or still have a
legal and legitimate status, but then move towards a deliberate or coerced criminalization of their
activities and resources. This pattern is particularly significant in many EU countries when economic transitions to more transparent (Bulgaria, Croatia, Kosovo, Hungary), competitive and
open markets have failed either at local or national level. In particular, some cases clearly show
that also liberalization cycles have been captured by private interests and heavily influenced by
political rent seeking dynamics and state capture, either at national or subnational level. In some
cases, the distinction has blurred between companies’ anti-competitive conduct and racketeering
practices, leading to higher criminalization of market dynamics. The criminalization of several
kinds of informal practices and anti-competitive conduct seems to be less the focus of policymakers and analysts as opposed to the threat represented by the infiltration into the political corruption networks of traditional criminal organisations. At the local level, these emerging forms
of political corruption networks often resemble “business-political corruption machines”, relying
on longstanding economic and political ties. Business and government professionals coordinate
these structures (through legal business entities), heavily influencing the legislative process, regulative policies, and state-controlled or semi-privatized enterprises.
As far as illegal activities and core businesses are concerned, for traditional criminal groups,
trafficking in multiple commodities remains the most significant activity. In fact, protectionracket business remains heavily dependent on local conditions, more so than any other illegal
business. Moreover, this study confirms that criminal groups are increasingly “multi-commodity and poly-criminal in their activities”, gathering diverse portfolios of criminal business interests, and strengthening their capability to identify and exploit new illicit markets. Concerning
embedded indigenous groups, trading activities are often linked to financial and corporate
crimes such as tax evasion, VAT fraud, private corruption, commercial and public funds fraud,
counterfeiting, misappropriation of public funds, money-laundering and embezzlement when
involving public officials. In the cases considered here, business and government officials are
usually well placed in the market; they strive for market domination through their control
of public procurement or regulations and create conditions of unlawful competition, which
make it difficult for other legitimate companies to enter. In relation with corruption, data
show that traditional criminal groups are more likely to be interested in judicial and police
corruption, rather than political. The latter indeed gains more relevance in at least two cases:
(a) when political institutions are a necessary medium towards influencing law-enforcement
or in developing economies of scale within infiltrated legitimate markets; and (b) when illegal
proceeds or services (e.g. illegal protection) are demanded on the political market in the forms
of illegal political finance, vote-buying, electoral fraud or enforcement of corrupt exchanges.
More interestingly, as shown by the evidence collected in this study, traditional non-embedded criminal groups have to face competition from other legitimate actors when they lobby
government officials or policy-makers. This occurs especially when criminal groups have no
resources and capabilities in governing markets through protection-rackets, such as is also the
case with mafia-like groups operating in new territories.
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Table 1. Comparative assessment of criminal groups
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Finally, the organisation of groups emerges as one of the leading factors shaping their strategies and their chances of success. The evidence collected shows that whatever their size, longevity, functional diversification or market share, all groups must face many organisational constraints in their activities, both internal and external. Therefore if illegality makes organisation,
in the sense that some types of illegal activities need an organisation and structure to be carried
out, at the same time it is also true that organisation makes illegality. In other words, the organisational structure of groups affects the way they trade on or govern both illicit and legitimate markets. Two important axes of comparison have been used in the research to disentangle
the effect: functionally or territorially based organisation of business; hierarchical or network
structure. One of the findings of this research is that economic syndicates’ criminal groups are
more likely to be functionally based, since they seek to operate in single or multiple sectors
across territories. This dimension becomes more relevant in the case of mafia-like groups. The
majority of the cases collected are about groups policing and providing illegal protection to
the businesses carried out in a limited territory, rather than controlling a single economic sector across territories. A more territorially-based organisation has a relevant impact on the way
groups engage in political corruption networks. The combined effect of protection-racket ac111

tivities and their territorial dimension can explain the capacity of mafia-like groups to achieve
organisational stability over time within and amongst groups, higher embeddedness within
legitimate business, and higher opportunities to exploit economies of scale that can also lead
to the provision of electoral services. Concerning their structure, criminal groups are organised
in various forms ranging between two models. The evidence collected support the hypothesis
that non-embedded criminal groups more likely have a vertical structure, which relies on
classical hierarchies. As opposed to these, embedded criminal groups are more horizontally
structured as networks with a cellular structure and less rigid or permanent hierarchies. In
avoiding formal organisational structures and adopting a more flexible hierarchical organisation, these groups enhance their ability to obscure their activities and pursue their criminal
objectives. In institutionalized political corruption networks, the elites often adopt a shared
leadership approach and/or a flexible hierarchy, though core groups direct wider criminal networks and have a relatively stable and cohesive membership (see BG3-BG6; HU2). More
cohesive families, in fact, can control their markets and territories of interest better, and thus
also manipulate voters better and offer more services to those politicians who demand mafia
protection before and after elections.

4. The Management of EU Funds: Institutional Design and Opportunities
for Criminal Infiltration
A variety of EU funds has been and is currently allocated for the improvement of conditions for economic and social development within the Community. Varying purposes are
pursued, making different funds available for a certain timespan to member states. Both the
budgets and goals of EU funds change over time. Within the 2007-2013 framework the EU
institutions were able to allocate 975 billion euros of funds across four areas: regional assistance, natural resources, pre-accession funds, and external assistance.7 Different types of
funds diverge according to their allocation and control mechanisms, which are delegated to
both the European Commission and member states. The width and complexity of regulation
concerning the multiplicity of EU fund allocations, management and supervision mechanisms
– where general EU norms overlap with specific national and regional laws and procedures –
make it impossible to summarize the opportunities, actors, and resources in a single scheme
that are potentially involved in a criminal-political nexus based on corruption. A significant
quota of EU funds is however allocated through public procurement procedures. The structure
of opportunities for organised crime to infiltrate different steps of the procedure has already
been presented in a previous section in the case when beneficiaries participate in public tenders
and conclude contracts with both the EU, national, regional and local authorities.
In general terms, however, the three types of fund allocation produce different incentives
to the infiltration of criminal organisations. As shown in figure 1, there are four ways in which
the Commission can manage payments.

The EU multiannual financial framework sets the maximum amount of commitment appropriations in the EU
budget each year for broad policy areas and fixes an overall annual ceiling on payment and commitment appropriations. See http://ec.europa.eu/budget/biblio/documents/fin_fwk0713/fin_fwk0713_en.cfm#aii. The 2007-2013
framework is the timespan considered in this integrated report, since the analysis of corruption and organised crime
infiltration in public decision-making mostly focuses on this period. For an overview of the 2014-2020 financial
framework see http://ec.europa.eu/budget/biblio/documents/fin_fwk1420/fin_fwk1420_en.cfm
7
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Figure 1. Commission management of payments

Source: EU financial programming and budget, http://ec.europa.eu/budget/explained/management/managt_who/
who_en.cfm

Centralised direct management by EU institutions (covering approximately 22% of the EU
budget) can be considered as the least vulnerable to undue influence by criminal actors. In fact,
as we have shown, criminal groups typically restrict their range of activity within a limited geographical area or economic sector, where the use of resources at their disposal (violence, intimidation, reputation, intelligence, social capital, etc.) allows them to operate successfully within
illegal markets or to regulate and enforce illicit and informal activities. Criminal organisations
consequently can produce hardly any effective “lobbying activity”, nor organize a stable criminal
cartel in order to induce an allocation of funds favourable to protected criminal enterprises at
the level of European decision-making – unless they are able to provide a stable and effective dissimulation of their nature as criminal entities despite the European institutions, overcoming the
double national and European supervision and legal enforcement mechanisms.
In centralised indirect management, constraints to criminal infiltration in the decisionmaking process can be considered almost as effective as in the previous case. Management is
generally delegated to executive agencies, set up by the European Union or having a specific
public service mission, with their own legal personality, linked to the Commission by an agreement (decentralised agencies, joint undertakings, national agencies, specialised EU bodies,
international organisations, non-EU countries). The high degree of centralization and professionalization of executive agencies’ activities and the tightness of Commission supervision and
control generally represent a strong barrier against the risk of criminal influence. For the same
reasons, joint management, when implementation is delegated to intergovernmental/international organisations having globally accepted standards, also tends to provide decision-making
processes basically impermeable to criminal influence.
Shared (with member states) and decentralized (with third countries) implementation of
budget allocation can be taken as relatively more susceptible to the potential interference of
criminal organisations. Almost 80% of the EU budget is allocated through such mechanisms,
which normally require national co-financing: EU funds are intended not to replace, but to
integrate and complement national investments. In this case decisions about final beneficiaries
and the actual transfer of money are taken by public entities, at national and local level: according to the partnership principle, regional and local authorities are involved in the plan113

ning, implementation and monitoring phases. Individual countries – after having developed
strategic frameworks and operational programmes – actually distribute funds, manage expenditure, and exercise a direct control over the implementation of the projects by beneficiaries,
which can be public, semi-public, or private actors (businesses, consortia, associations, etc.).
Both the corresponding decision-making centres and the beneficiaries of fund allocation can
therefore be exposed – under certain conditions – to the influence of criminal organisations.
Using the limited amount of research and evidence available, table 2 shows some of the weaknesses in the mechanisms for the shared and decentralized allocation of European funds.8
Table 2. EU Funds management and infiltration
Phase of the
decision-making
process
Programming:
the regulatory,
operational and
financial framing

Levels of
government
involved

Specific
activities
Elaboration
and approval
of strategic
national
frameworks
and operational
programs

•

National

•

EU

Degree of
control of
EU over
the process
High –
required
approval
of NSRFs
and OPs

Potential role of
organised crime
in the process
• Pressure of
criminal
organizations
towards
national
decision
makers to
induce an
elaboration of
a regulatory
and
operational
framework
vulnerable to
infiltration
of criminal
groups;
• Capability
to influence
national cofinancing of
programs
and projects
functional to
the allocation
of funds
in areas
and sectors
permeable
to criminal
organizations’
infiltration;

Weaknesses of the process to the
criminal influence
• High discretion in the definition
of the general criteria and
principles of the regulatory and
operational framework, also due
to the lack of a national strategy
including priorities
• Poor state capability and low
independence of national
political actors from economic
interests and criminal influence –
also through the electoral process
• High complexity of the national
legislation and regulatory
framework, generating
conflicting understandings and
therefore uncertainty
• Inadequate and opaque public
information about EU funding
allocation opportunities
• Specificity of financing
conditions creating an advantage
for particular applicants meeting
pre-defined criteria

8
Table 2 recapitulates and integrates findings from European Parliament (2011); European Commission
(2014), della Porta and Vannucci (1999; 2012); Dimulescu, Pop and Doroftei (2013), Toennison and Muunga (2013), OLAF and Transparency International Lithuania (2013), Fazekas, Chvalkovska, Skuhrovec, Toth
and King (2013).
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Implementation/
management

Selection of
individual
projects to
be financed,
supervision over
beneficiaries
meeting
the criteria,
following
the rules,
implementing
the programme

•

National

•

Regional

•

Local

Low

• Enforcement
of bid-rigging
among
participants;
• Enforcement
of systemic
corruption
in order to
undermine
controls over
fraudulent
allocation of
funds;
• Camouflage
of criminal
enterprises
as potential
beneficiaries
using menace,
reputation,
and corruption
to succeed;
• Protection and
enforcement
of deals among
public and
private actors
concerning the
beneficiaries’
execution
of the
project (subcontracting,
agreements for
the purchase
of services and
goods, etc.);
• Racketeering
and “security”
services in
the economic
activities
related to the
projects;

• High discretion in the awarding
of EU grants and aid;
• Deficiencies of national level
control due to the overlapping
of managing, certifying and
auditing activities within the
same structure;
• Low transparency and
accountability in the
mechanisms for the selection
of individual projects and their
implementation;
• Weak professional capabilities of
program managers and managing
authorities
• Inadequate time-frames or
project selection and discretion
in the processing of requests for
payments
• Lack of effective safeguards
against undue influence
of political actors to the
implementing institutions for
clientelist/corrupt motives
• Fragmentation and
multiplication of EU funds in
micro-projects, having lower
visibility and increasing costs of
implementation and monitoring
• Decentralization of the decisionmaking process to a level where
criminal organizations can locally
influence the political process
• Low absorption rates, i.e.
inability of managing authorities
to select projects that will
eventually receive payments from
EU funds.
• Conflicts of interest involving
public servants, and experts,
professionals, entrepreneurs ,
relatives or individuals who are
closely related to them
• “Revolving door” mechanisms
involving public servants and
managers operating within
managing authorities later hired
by firms obtaining EU funds
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Reporting,
certification and
auditing

Attestation of
correctness of
beneficiaries’
bills, control
over managing
and certifying
activities

•

National

•

Regional

•

Localqaw

Medium
- random
in-depth
check
of some
projects’
funding

• Enforcement
of systemic
corruption
in order to
undermine
controls over
fraudulent
certification
and payment
procedures;
• Corruption
of certifying
and auditing
authorities;

Supervision and
eventual recovering
of funds

Control over
the effectiveness
of national
control systems,
auditing of
member states,
guidance,
eventual
retrieval of
unduly paid
funds, whether
resulting
from error,
irregularity or
deliberate fraud

•

EU

Complete

• Almost nil

• Lack of national level control due
to the overlapping of managing,
certifying and auditing activities
within the same structure;
• Scarce amounts of resources
allocated in control activities
• Low accountability in the
procedure for bill certification
and the realization of project
goals;
• Low professional capability
of certifying and auditing
authorities
• Scarce reliability of data and
receipts provided by beneficiaries,
especially those operating in
the private sector, due to both
unintentional and fraudulent
motives
• Lack (or low quality) of
evaluation of the economic
return of EU funded projects
• Complexity of the regulatory
framework
• Slowness of the recovery
procedure

In general terms, among the variables that may create opportunities for the infiltration
of criminal organisations – hierarchically or network-like structured – in the allocation and
management of EU funds, we may consider:
(i) The level of government where decisions about operational programs, financial commitments, the identity of beneficiaries, and controls are taken. The lower such level, the
higher – ceteris paribus – will be the probability that criminal groups find their way to
enter directly or indirectly – with protected businesses – in this sector. Only strong hierarchical criminal groups – i.e. “protection firms” – may occasionally have the capability
to ascend the decision-making process up to the point of “capturing” politicians with
influence over general regulatory and financial decisions taken at national level, using as
a resource of exchange also their impact over the electoral process and their capability to
enforce political agreements. Criminal enterprise syndicates can instead operate mainly
at regional level and in the selection of beneficiaries, as well as in the following phases,
when they find economic, bureaucratic and political counterparts willing to be involved
in corrupt exchanges.
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(ii) The degree of complexity of the national regulatory framework and procedures for the
management of EU funds. The consequent slowing down of decision-making processes
and the undermining of controls increases uncertainty of would-be and actual beneficiaries, therefore enhancing both a “demand” for protection through corruption and criminal groups’ guarantees, and the opportunity for criminal businesses to grab these funds’
allocation through illegal means.
(iii) The diffusion of fraudulent and illegal activities related to the allocation of EU funds.
The more diffuse hidden transactions are within a certain political-administrative context,
the stronger the incentives for criminal groups to enter as suppliers of enforcement and
protection services within such networks of illegal deals, or to directly support the involvement of criminal enterprises in fraudulent and corrupt activities, thanks to the competitive
advantage coming from their “illegality skills”– e.g. with money laundering purposes.
(iv) The degree of political accountability over outcomes, i.e. the realization of programmes’
purposes, which relates to the transparency of the process of auditing and supervision
and the electorate’s motivation. A stronger degree of accountability of political decisionmaking makes it less vulnerable to the distortive effect of criminal groups’ pressure.
(v) The administrative capacity and degree of professionalization of national and regional
public service personnel, involved in the process as managing, certifying, and auditing
authorities – and in certain cases also as beneficiaries. The higher the state capacity, the
lower the potential space for criminal groups to enter into the decision-making process
at national level, both as enforcers and as participants in illegal deals.
(vi) The nature of controls over the allocation and management of EU funds. The tighter and
more effective is the control of EU institutions over the decision-making process and its outcomes, the less criminal organisations – rarely able to raise their corrupting influence at the
European level – will be encouraged to enter into this sector. The opposite situation obtains
when the structure of controls at member state level is largely ineffective, due for instance
to the overlapping of managing, certifying and auditing authorities within the same public
structure – a coincidence of roles creating conflicts of interest which may simplify also the
conclusion of corrupt exchanges between criminal groups and national control authorities.
The prospects for criminal organisations to infiltrate the allocation and management of EU
funds may interfere also with the absorptive capacity of different countries, i.e. the extent to
which states are capable of effectively spending their quota of EU funds – normally expressed
in percentage of the total allocation. There are relevant differences among EU countries, which
besides observable factors – mainly states’ financial and administrative capacity, i.e. the ability of
public authorities to co-finance and manage the programmes and projects supported by the EU,
promoting inter-institutional coordination and public-private partnerships – could also be more
or less directly determined by the hidden influence of the political-criminal nexus. Absorptive
capacity is usually positively correlated to the ability of central and regional authorities to prepare
consistent multi-annual plans, to cope with the substantial amount of administrative work, and,
finally, to finance and supervise implementation, avoiding fraud, clientelism and corruption”.9
Corrupting and corrupt agents – among them criminal organisations, as corruptors or
enforcers of others’ illegal deals – normally have an interest in increasing the amount of resources allocated – a quota of which they will collect through fraud and undue influence over
See European Parliament, The (low) absorption of EU structural funds, 1/10/2013, in http://www.europarl.
europa.eu/eplibrary/The-low-absorption-of-EU-Structural-Funds.pdf.
9
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decision-making. It would thus appear likely that higher levels of corruption and organised
crime penetration will be associated with an increase of the corrupt agents’ demands for the
financing and expenditure of projects supported by EU funds. It seems, however, that such a
relation is at least ambiguous, and occasionally inverse. In Italy, for instance, the regions with
the lowest rate of absorption of EU funds are Sicily, Campania and Calabria, i.e. those having
a deep-rooted presence of “institutionalized” mafia-like criminal groups. These same regions
show a higher percentage of exposed frauds in the management of EU funds (European Parliament 2008; Guardia di Finanza 2009; Corte dei Conti 2013 and 2014). Three factors may
account for such evidence. First, corruption and administrative inefficiency go hand in hand,
therefore a texture of pervasive corruption may severely undermine over time the capability of
public authorities to manage such funds according to the complex system of implementation,
management and control at EU, national and subnational levels. Secondly, EU fund allocations are partly under the supervision of the structures of control of the EU (less easily corruptible than national ones) – supervising the definition of the regulatory framework and strategies, the financing of projects, and the obtainment of purposes – a factor that may discourage
criminal actors from an enlargement of corrupt networks within such sectors. Finally, in territories where criminal organisations regulate illegal deals and protect potential beneficiaries,
the potential to incur litigation and violent enforcement in the case of something going wrong
within the complex interaction with EU institutions may also induce local policy-makers and
businesses to abstain from an extensive recourse to such sources of funding for projects.

5. C
 omparative Analysis of Policy Arenas and Organised Crime Infiltration
A comparative assessment of findings of 29 case-studies provide relevant information on
common features and patterns, as well as on variations in the observed structures of the relationship between criminal and political actors in the three policy arenas10. As a caveat, cases
were selected on the basis of public availability of data – which implies some kind of disclosure
due to judicial inquiries and/or media coverage – and relevance, so they cannot be taken as
representative of the hidden universe of unexposed cases, which may include episodes characterized by a stronger and more effective capability of protection of criminal activities.
As shown in Table 3, 11 out of 29 cases (approx. one third) can be observed in the arena of
public procurement. Also privatization – 9 cases – is an economic activity highly vulnerable to
organised crime infiltration in the economy, while EU funds are at stake in 2 cases only. However, most of the cases of public procurement include projects financed through EU funds. In
these sectors corruption events affected mostly local levels of government and minor public bodies
(Municipalities, Regions, local public enterprises, etc.) when criminal groups and political/public
actors had distinct and autonomous identities, even when working symbiotically (BG-1; BG-2;
BG-3; BG-8; IT-1; IT-2; IT-3; IT-4; IT-5). National – and even less European – arenas of
decision-making seem in fact much less easily accessible to criminal organisations. Where OC
activities overlap with lower levels of government, connections and trust relationships among
criminal actors, politicians, bureaucrats, entrepreneurs, and professionals – in Italy conceptualized as the “social capital” of mafia-like groups (Sciarrone 2009) – become the natural substratum of corruption and other hidden forms of influence favouring OC infiltration. Only
occasionally and rarely do violence and intimidation also enter into play (IT-2; IT-5).
10

See the full version of the Integrated report for detailed information about in-depth case studies.
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When a larger amount of resources is allocated through national decision-making processes or
high-level public bodies, there is the tendency for “fusion” between political and criminal actors (BH-4;
BG-7; HU-5; KS-2; KS-4). In other words, an “endogenous” criminal organisation of corrupt
activities is the result of the opportunity for political, bureaucratic and entrepreneurial actors – in
policy arenas where the rents allocated are large enough (della Porta and Vannucci, 2012) – to
manage their illegal deals autonomously, “internalizing” also the governance mechanisms and enforcement structures which allow them to regulate and protect hidden transactions. “Organised
corruption” could be the definition of similar cases of self-organisation of informal norms and
protection by political actors, able to marginalize or exclude autonomous criminal organisations
from public procurement and other allocations of public rents having relevant value.
Apart from Italy, in other case-studies of vote-buying and undue electoral influence organised by criminal or political actors there is no overlapping of such activities with forms of
criminal influence in the economic sectors considered. While in Italy episodes of re-investment of proceeds from corrupt activities (derived also from public procurement ) through
electoral influence are quite common, in the other four countries analysed the capability of
criminal organisations to organize, purchase or address votes towards political counterparts
is not associated with their involvement in procurement or privatization. Only sporadically
(HR-2; HU-3) is criminal influence over the electoral process associated with the attempt to
obtain – even through corruption – a shield against judicial inquiries.
Based on the evidence collected in the 29 in-depth case-studies, a number of recurrent
“red-flags” and anomalies emerge from the analysis of decision-making processes. They can be
summed up as follows, following the different phases of the processes:



















D
istortion in the formulation of public demand (IT-5)
D
istortion in the allocation of public spending (IT-5; BG-2)
L
ack of any contract assignment notice (HU-2)
S
ecrecy of the tender (e.g. due to national security issue) (HU-2)
“
Tailor-made” bid announcement (HU-2, IT-2, IT-3; IT-5)
A
rtificial fractioning of tenders to avoid the threshold of value imposing open competition (HU-5)
S
pecific exclusion clauses and constraints in the bid announcement (e.g. technical or economic requirements) (BG-3, HU-2, IT-5)
O
verlapping of tenders having the same object (BG-2)
Th
 reats, intimidation, attacks against competing businesses (IT-2; IT-5)
R
egular assignment of tenders to a de facto monopolistic private business (BG-1; BG-2)
D
irect assignment of public contracts with no open competition (BG-3; HR-3; IT-2;
IT-3)
O
vervalued prices for public contracts (IT-5;BG-2; KS-2)
L
egal disputes concerning the assignment of the contract (BG-7)
A
nnulment of a tender and new assignment (BG-7)
U
nusual and unexplainable variation in the price offered by the same business in reiterated
tenders (HU-2)
P

oor quality of the services, products, works provided (HU-2)
C
ontract extension and integration without tender (HU-2)
A
bstention from control or sanctioning in case of contractual non-fulfilment (IT-2)
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 F
ictional “emergency condition” allowing urgent direct assignation of the privatized
service (IT-1)
 P
rivatization of public resources without auction (BG-4, BG-7)
In our limited sample of case-studies only Bulgarian and Italian criminal organisations operating as mafia-like groups, i.e. power-syndicates capable of operating as effective protectionsuppliers in legal and illegal relationships, have shown the capacity to occasionally extend their
range of influence along the initial (IT-5; BG-2) and ultimate (IT-2) phases of the tender procedure. During the selection and adjudication phases, in fact, corruptive influence – mediated
or not by OC – is relatively easier to exercise on the decision to assign the contract or to allocate the privatized asset, having a contingent and tangible quid pro quo. Criminal organisation
akin to “protection firms” with a hierarchical structure can provide more effective regulation and enforcement services also in illegal deals and exchanges involving actors and resources temporally and
spatially distant from decision-making. Formulation of public needs, allocation of public spending, political and electoral support towards political decision-makers, and public controls over
contractual fulfilment enter into the criminal “protective shield”, allowing partners to trust
each other in the resulting complex web of illegal exchange, necessarily non-simultaneous and
multilateral, and therefore exposed to a stronger risk of defection, fraud, and betrayal.
Finally, even if focused on cases of criminal organisations’ interaction with the political
sphere, in the sample of case-studies where public contracts, privatized assets or EU funds are
at stake, resort to violence – to a limited extent – was observed only in two Italian cases (IT-2;
IT5). Opposing a common view of the stereotyped role of criminal organisation, their use of coercion
seems severely restrained when they enter into policy arenas. In those cases, in fact, employing
other resources – money, reputation, intelligence, blackmail power, social connection – to
gain influence or access over such decision-making processes seems a more profitable strategy
in fulfilling their interests. Criminal organisations aiming at the accumulation through corruption of the huge rents potentially generated by public contracting or by privatization of
public assets – when possible – prefer a peaceful splitting up of the illegal profits made possible
by their arbitration and protection services to violent disputes and imposed sanctions, which
would create social alarm and attract police and judicial attention.
In different policy arenas, however, a common pattern is detected in the five countries analysed: an evolution of criminal-political networks, often generating a symbiotic nexus which
profoundly links criminal and political actors. Significant variation can be noted, however. In
some countries (BG; IT), hierarchically structured criminal organisations having the capacity
to enforce legal and illegal exchanges maintain a high degree of autonomy when they interact
with equally self-ruling political and bureaucratic counterparts. Network-like criminal groups
can instead be engendered within specific public structures or instrumentally generated by certain political actors, high-ranking bureaucrats, and officials (HR). In other countries, networks
of public actors are able to autonomously organize their corrupt practices in public procurement and privatization, as well as in other domains of public choice, while criminal organisations seem to prefer to constrain their activities to illegal markets (HU, KS).
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Table 3: Case studies of OC interaction with political actors

Criminal organisation
of the market

Public procurement

Economic and political arenas
Privatization
of public
assets and
services

IT3

√
√

√

IT6
BG1
BG2
BG3

Criminal
Organisation of
corrupt activities
within the
economic sector

√
√

√
√
√

Corruption used
by OC to buy
protection from
inquiries and
specific advantages

√

√

IT4
IT5

OC
infiltration in
the economic
sector through
corruption

√

IT1
IT2

EU funds
management

Vote-buying
and OC
electoral
influence

√
√
√
√
√

√

√

√
√
√
√
√

√

BG4

√
√

√

√
√
√

In-depth cases studies

BG5
BG6
BG7

√

√

√
√

BG8

√
√

BG9

√

BG10

√
√

HU1
HU2

√
√
√

HU3
HU4
HU5

√

√

HR1

√
√

HR2
HR3

√

KS1
KS2

√

KS3
KS4
KS5

√

√
√
√
√
√
√
√
√
√
√
√

√
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CONCLUSIONS AND RECOMMENDATIONS
A comparative assessment of the relevant policies and (best) practices implemented in the
seven countries considered (including also Albania and Georgia), shows that organised crime is
taken as a serious threat by the criminal codes of all the countries considered. However, a comprehensive evaluation of the implementation of these legislations is lacking at EU level. Below,
a brief overview of the existing policies and some preliminary recommendations that will be
further developed in the upcoming WP9 ANTICORRP policy recommendations report that
will be delivered on February 2016.
1. Monitoring about the enforcement of anti-organised crime legislation in EU member
states
A comprehensive and updated monitoring of the real implementation of countries’ legislations about organised crime is lacking at EU level. EUROPOL gives some important insights
about trends and development of cross-border criminality in Europe, but no information and
data are collected about the investigative and judicial outcomes in the fight against organised
crime at country level. In the integrated report we were not able to provide a full evaluation
of the policies implemented, though in many country chapters presented, concerns have been
raised about their effective enforcement both in terms of investigative and judicial outcomes.
2. Introducing countermeasures directly targeting the interplay between organised crime
activities and political corruption
While definitions of criminal association crimes do not differ drastically among the countries here analysed,11 each country, besides a general “common-type” crime, provides a specific
definition of the main illegal operations of criminal organisations: drug trafficking and selling
(AL, BG, HR, GE, HU, IT, KS); human trafficking (AL, HR, GE, IT, KS); terrorism (AL,
KS); offences against the state, citizens’ rights, etc. (BG); and fuel bleaching (HU). However,
as we look at the countermeasures to fight connections between organised crime and political
corruption, concerns about their effectiveness become even stronger. The dangerous overlap
between them may take the “simpler” form of bribery or electoral corruption, which obviously
are severely criminalized in all the countries considered, but few cases have emerged in our
data collection, as a result of the invisibility of such exchanges. Moreover, only Italy enlarges
the toolkit of anti-organised crime norms and measures to control for criminal-political collusions. Besides corrupt exchanges, in fact, the criminal-political nexus can assume subtler
and less direct forms of interaction and reciprocal influence. Aiding and abetting and external
participation crimes (BG, IT) enforce those OCC events in which the involvement of political actors in the CO’s activities is closer to a symbiotic interaction, i.e. when politicians offer
to criminal actors a (potentially) all-encompassing protective shield against risks related to
their illegal activities, as well as opportunities for profit in public decision-making. The symbiotic link is fully realised when criminal organisations reciprocate using their coercive and
In general terms, legal definitions of criminal organisation in the selected countries consider as a distinguishing factor the presence of a group of persons who collaborate in the long term to deliberately engage in an
organised fashion in criminal acts (BG, HU, IT), distinguished by a particular level of organisation, structure,
stability, duration (AL), even without a formal attribution of roles for its members (KS). A weaker definition
of criminal association has been introduced in Croatia in 2011, eliminating pre-existing references to durability and the presence of a hierarchical structure in the criminal organisation.
11
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reputational resources to guarantee their political counterparts an extensive and wide-ranging
influence over electoral and political processes. To combat such mechanisms, the adoption
can be observed of anti-organised crime administrative controls and sanctions focused on the
criminal financing of parties (BG) and against the pervasive control of mafia-like groups over
local government (IT) – which may lead to the dissolution of city councils (with new elections
after a phase of special administration). In Italy, a specific law introducing the crime of mafia
vote-buying has also been approved recently, taking into account the specific gravity of this
form of electoral corruption.
 . Introducing constraints to organised crime infiltration into public
3
procurement and EU funds’ management
In the sector of public procurement, also financed through EU funds, a comparable mix of
legislative and administrative measures has been approved and implemented in the countries
considered. Among these are blacklisting with exclusion of bidders (AL, HR, BG, GE, KS) –
or conversely a white-listing system (IT) that reward those bidders that achieve transparency
and legality standards – traceability of financial services in public procurement (HR, HU,
IT, KS), centralization of procurement in few (or a single) purchasing bodies (HR, HU, IT),
also using a electronic procurement system (GE), auditing mechanisms and ex-ante/ex-post
controls (BG, GE). The regulation of administrative prevention of corruption practices has
also developed along similar lines. A national anti-corruption plan (AL, HR, HU, IT, KS) or
integrated strategy (BG, GE) generally provides a wider framework of procedural provisos sustaining more circumstantial, local or sectorial policies and practices, i.e. annual (BG) or three
years (HR, IT) anticorruption action plans (GE). None of these anticorruption tools, however,
is specifically targeted to counter the risk of criminal influence over the political arena, even if
it may be addressed against the risk that a criminal organisation of corrupt activities develops
within certain domains of public policy. Moreover, the lack of transparency in the management of EU funds at country level do facilitate the infiltration of organised crime groups into
public procurement or into the allocation of EU funds. The EU should promote and support
the integration of data about the beneficiaries of EU funds and police forces or judicial database about people or companies directly or indirectly linked with organised crime groups.
4. Introducing constraints to organised form of political corruption
The increasing sophistication of corrupt exchanges in public procurement and management of EU funds requires a reform towards harsher criminalization of organised form of
corruption, on one side, and the strengthening of investigative powers and judicial capacities
for an effective enforcement of these measures. Moreover, the EU initiative against organised
crime should include among the targets of its action not only traditional organised crime
groups, e.g. those involved in the production/selling of illegal goods/services, but also sophisticated and organised forms of corporate and white-collar crimes.
To conclude, a further harmonisation of legislations is needed especially to target the interactions between organised crime activities and political corruption crimes. The study, in
fact, shows the inherent interdependence among the two phenomena. Interdependence means
that one might be a conducive factor to the emergence of the other, and, more interestingly,
that their distinct presence can dampen the effectiveness of limited policy interventions. As
a consequence of it, a common EU action against either political corruption or organised
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crime cannot underestimate the interplay between the two, especially through the use of either
preventive measures that, for instance, avoid the infiltration of organised crime groups into
legitimate economy (e.g. the implementation of black-list or white-list systems that control for
the participation into public tenders of companies under suspicion of being linked to organised crime groups), or, criminal countermeasures such as harsher penalties for corrupt elected
officials who favour or have been favoured by organised crime groups.
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