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What Is Gover nance?:
A working definition fier public.governance

o Governance isthe process and institutions by
which authority in a country Is exercised:

(1) the process by which governments ar e selected,
held accountable, monitored, and replaced,;

(2) the capacity of gover nments to manage r esour ces
efficiently, and to formulate, implement, and enfor ce
sound policies and regulations,; and,

(3) therespect for the institutions that govern
economic and social interactions among them
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Note: The bars depict the simple correlation between good governance and development outcomes. The line depicts the
predicted value when taking into account the causality effects (‘“Development Dividend”) from improved governance to better
development outcomes. For data and methodological details visit http://www.worldbank.org/wbi/governance.



Diagnostic Tools

Key Questions

 Why isit necessary to measure
gover nance and corruption?

* \Which empirical tools we can use? What
kind of surveys and diagnostics?

 Which methodological requirements?

 How can we usethisempirical
Information?




Oper ationalizing Gover nance
Unbundling its Definition into Components that
can be measured, analyzed, and worked on

Each of the 3 main components of Governance
Definition isunbundled into 2 subcomponents:

Voice and Accountability

Political Stability and lack of Violence
Quality Regulatory Framework
Government Effectiveness

Control of Corruption

Rule of Law



How can we measur e each of the
Governance components?

e Using existing databases and sources

through aggregation and clustering

» Cross country aggregate indicators. for ex. Kray,
Kaufmann and Zoido (1999)

e Gathering new detailed information through

surveys and diagnostics

» In-depth analysis of the institutional vulnerabilities
of a country



Main Features of the Aggr egate
Governance lndicators

Coverage: 155 countries for 1997-98 (2001
forthcoming)

Compiled using 14 separate sources and more
than 300 indicators

Techniques and coverage used by each source
are different (for ex. polls, surveys, expert
ratings, €tc.)

Clustered into 6 broad categories of
governance



Control of Corruption: A

(selected countries from 155 wo
based on 1998 research data*)
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Application of Rule of Law Varies by Region
(based on aggregation of surveys/polls 1997-99%)
High
Index
of Rule
of Law
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cation
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Index -
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Africa  Union

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



DATA MATRIX
SYNTHESS GOVERNANCE DATA SOURCESAND ATTRIBUTES: A SYNTHESISMATRIX
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Salient Features of the New Governance and
Anti-Corruption: Diagnostic 1 oeols

Multi-pronged: households, firms and public officials
[‘triangulation’], complemented by hard data.

Experiencial (vs. ‘opinions/generic) and closed
guestions

Measuring Grand Corruption: State Capture and
Kickbacks

Towards ‘Cardinal’ M easurement, away from
subjectivity

Conceptual framework: Focuson I ncentive Structure

Rigorous technical requirementsfor implementation

Multidimensionality of Governance: |nput for Action



Parliaments Misgoverned or Honest I nstitutions?
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Admindraiveand Judad Comuption
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Corruption: Comparing Hondur as, Per u,
Colombia and Ecuador
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% of gross monthly revenues paid in bribes
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Purchasing positions is more common within
some agenciesthan others

(selected government agencies, a Latin American country, 2001)
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Extent of " State Capture" / Undue Influence by
the Eliteto Shape Lawsin Peru, Honduras, and
Columbia (as reported by enterprises, 2001)

To Parliamentariansto influence laws

To officialsinfluencing ministerial/presidential
decisions

ToMunicipal authorities/councils —

To Regulstory sgencies NG
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Use of alter native dispute resolution
mechanisms

50 -
£
o
5
>, 40
o]
©
o
n
3) 30 O Peru ]
% @ Ecuador
C
o 0O Honduras
g 20
=
(O]
2
©
= 10
2
5 !_I
©
S | I = T [
Througha  Through direct Through a High Througha  Use of Threats NGO

private lawyer  negotiation Level Official Person in Police or Force



Which Public Sector Characteristics do
Influence Determinants of Corruption?

e Internal Transparency

 Meritocracy

« Social Involvement and collective action
e Quality of norms and rules

e “Accountability” & citizen voice

* Rule application and supervision

o Salary Satisfaction

* Agency Missions

« Politicizing

e Others



Citizen Voice and Accessto Public Services by the

Poor
(Bolivia illiustration, each ohsenvation; s a public agency)
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Based on Public Officials Survey. The sample of ingtitutions includes 44 national, departmental,
and municipal agencieswhich are a prior anticipated to be accessible to the poor



Citizen Voice Helps Control Bribery in LAC
country:
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Based on 90 national, departmental, and municipal agencies covered in the Bolivia Public Officials Survey.



Transparency within Gover nment Agencies
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Which Governance Characteristics Matter for Agency
Perfor mance? Results from Bolivia Public Officials

Governance

Deter minant of Relationship Relationship
Performance

Simple Unconditional Conditional/Causal

‘Ethical Values 0
Agency Autonomy * %

Enforcement of Rules **

Quality of Rules

Wage Satisfaction

Politicization

I nternal Transparency

External Voice

Corruption




There are morethan enough
Challenges...

‘Strengthening’ Survey Data: 1) from general
opinions/perceptionsto results based on experiences; 2)
quantify; 3) triangulate; 4) measure margin of error

Understand thoroughly causes of corruption
Confront Empirically: ‘Capture/Grand Corruption’
Complement with extra hard data: which?

Complement with qualitative information: which?
(focus group, studies, etc)

How to go from infor mation to action?...



Strategy for Good Government and Anticorruption

Accountability of Political Leadership:

Checks and Balances: * Disclosure of parliamentary votes

* Independent and effective judiciary * Transparency in party financing

« Decentralization with accountability » Asset Declaration, Conflict of Interest Rules
Civil Society Oversight: el e Competition & Entry :

* Freedom of information e el I e L
» Public hearings of draft laws Government of monopolies

» Monitoring by media/NGO's * Regulatory simplification

v

Public Administration and Public Finance:

* Meritocratic civil service
* Transparent, monetized, adequate remuneration
« Accountability in expenditures (Treasury, Audit, Procurement)



Governance Improvement in Practice:
Differentiated Strategies in Five Countries

Institutional and Civil Service Economic Policy:

Reform: o Deregulation and Delicensing in Bolivia
Transparent Privatization » Revamping Customs in Ecuador and Latvia
in Ecuador » Tax Administration in Latvia and Ecuador
+ Salary Reform in Bolivia » Tax/Customs Code Reform in Albania

* Disclosure of Assets in

Bolivia and Georgia

Financial Controls:

Procurement Reform in Bolivia,
Ecuador and Georgia

Public Oversight and Civil Society:
Legal-Judicial: Ombudsman in Albania and Bolivia
Revamp of Supreme Court in Bolivia * Private Sector Coalition in Bolivia
» Competency test and firing of judges » Diagnostic Surveys and NGO
in Georgia, Albania and Latvia monitoring in Ecuador and others
 Mediation in Albania




