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This short paper takes stock of our collective knowledge on the
importance of corruption in the infrastructure. It covers the
measurement, the effects on the sector performance and the
interactions with other sectors. It concludes with a few
recommendations for the international community.

1. Introduction®

Infrastructure services and investment represent an exceptionally large share of any
economy. Infrastructure related expenditure add up to 12-15% of GDP in most countries of
the world. This is 50% to 100% more than what countries spend on average on health or on
education for instance. Over 80% of this amount is on average public and it is closer to 90%
in many of the poorest countries. These are very significant amount.

Between 20% and 50% of infrastructure expenditures (depending on the level of
development) are spent on investment projects while the rest is to operate and maintain
the assets. Transport investment alone represent 1-2% of GDP for instance on average.
Much of this investment takes place in the form of high cost projects which add up to much
large amounts than almost any other sectoral project. The numbers involved and the nature
of the projects are likely to make the sector an easy target for unethical actors in countries
with weak governance. This is not news..

The paper reviews how much things have improved in the last 10 years which is the
last time the international community tried to point to the risks in some structured way in
an effort coordinated by the World Bank but associating most of the key international
stakeholders (Kenny (2008)). To take stock of the improvements in our collective
knowledge about the facts and their consequences, the paper covers the key dimensions of
corruption in infrastructure--defined here as the sum of the activities covering the provision
of utilities and transport services. All of these activities include a significant construction
component and corruption in construction is thus also covered. The discussion is organized
around a set of key themes:

(i) The measurement of corruption in infrastructure

(ii) The sector specific governance distortions resulting from corruption

(iii) The interactions between infrastructure corruption and other explanatory factors?
(iv) To what extent is sector performance distorted by corruption?

' The paper has benefited from discussions with Estelle Cantillon, Nastassia Leszczynska, Richard Schlirf and
Tina Soreide. Any mistake or misinterpretation is however my responsibility only.



2. Measuring corruption in infrastructure

There are many ways of corrupting infrastructure related decision. Stansbury and
Stansbury (2008) provide quite an impressive and exhaustive list of tricks of the trade. Many
of these are not really being monitored. But many are picked up by the large number of
indicators covered by international datasets and academic researchers. There is, however,
no single way of classifying the long list all indicators or proxies that can be identified in the
literature to characterize corruption. The following may be a useful one in the context of
utilities and transport services. It is based on a review of the datasets commonly used in the
academic and policy literature suggests. Datasets can relatively easily be categorized into at
least ten broad types of indicators of corruption:

(i) perception indicators, by far the most widely quoted (Transparency International or
the World Bank Governance indicators, see also Kaufmann and Kraai (2006) for
instance)

(ii) indicators based on surveys/questionnaires focusing on direct experience with
corruption (e.g. Svenson (2003), for what may be the first high profile evidence of the
importance of these indicators which have since been collected more systematically
by the World Bank Enterprise survey (WBES) and the Business Enterprise Economic
Surveys (BEES))

(iii) indicators extracted from legal cases records or from audits by national accounting
offices (e.g. Ferraz and Finan (2008))

(iv) indicators generated from experimental evidence generated in laboratories (e.g.
Abbink and Serra (2012))

(v) indicators from experimental evidence generated in the field (Duflo et al.(2012), Olken
and Baron (2009), Sequeira and Djankov (2010), Sequeira (2013))

(vi) indicators generated from the benchmarking or the assessment of incoherencies in
public data on cost or production (e.g. from measures of the degree of inefficiency
generated from benchmarking exercises for regulated companies) (e.g. Dal Bo and
Rossi (2008))

(vii) indicators generated from incoherencies in administrative expenditure (e.g. Olken
(2007), Reinikka and Svensson (2006))

(viii)indicators generated from incoherencies in asset sales data (e.g. Fisman and Wang
(2011))

(ix) indicators derived from the benchmarking of private or public procurement data (e.g.
Estache and limi (2011) for developing countries and Coviello and Galiarducci (2011)
for a developed country (ltaly) and Cole and Tran (2011) for a creative comparison of
public and private procurement)

(x) indicators derived from more institutional assessment of cross-ownership of assets or
biases in contracts equivalent to those conducted by competition agencies to identify
risks of collusion. (e.g. Faccio (2006), Faccio et al. (2006) or Ziebrowski et al. (2004))

Note that the efforts to generate relevant data on the sector reflect efforts to monitor
corruption or governance issues at three different levels: the macro/sector level, the firm
level or the project level. Most perception indicators are reported at the macro/or sector
level. This is true for global data sets such as those produced by Transparency International
as well as for the growing number of subjective performance indicators generates by OECD
countries, and in particular by the European Commission and the European Parliament. For



developing countries at least there a growing number of countries for which information is
collected and reported at the firm level for a growing number of countries.

To get a sense of whether we are collectively improving our knowledge, it is useful to
start with a first stock taking exercise that took place in the mid-2000s at the World Bank.
Kenny (2008), then working in the Infrastructure Vice-Presidency of the World Bank,
undertook one of the 1°' high profile inventories of corruption indicators in infrastructure.
Even if it did not include some of the dimensions of the above list, for the most widely
quoted indicators, it was quite a thorough diagnostic which provides a useful and robust
benchmark.

The update and broadening of his list suggests that coverage and precision have not
improved much. This is indeed a sector for which a detailed measurement of the extent of
corruption continues to be dominated by subjective indicators and not that many of them to
begin with. Exceptions include efforts by the European Commission to document more
systematically some dimensions of corruption in the sector, in particular in the context of
public sector procurement with and without EU financing. But most of this information is
confidential and only available in a digested synthetic way to researchers, analysts and
watchdogs. The same observation applies to the procurement data for all major multilateral
and bilateral donor agencies that tend to be big players in the financing of infrastructure in
developing and transition economies. Enterprise surveys are the other novelty since the
initial benchmark paper. In practice, for anyone interested only in infrastructure, they are
quite a disappointment. Sector coverage is spotty and quite often infrastructure activities
are not picked up by the survey.

There is however enough data to be able to provide a reasonable assessment of the
state of matters. Overall, three characteristics stand out. They deal with coverage,
confidentiality and the sector specificity of the characteristics picked up by surveys.

First, indicators continue to be dominated by the concerns of investors rather than by
those of consumers and taxpayers. There is some illusion of a broadening awareness that
results from the fact that many international watchdogs are happy to report some of the
popular subjective indicators as part of their global datasets. Indeed, a quick overview of
data availability identifies at least 18 datasets that claim to provide international
comparisons of corruption in infrastructure (Daxbek and Estache (2014)).? This is misleading
because most simply recycle the two or three main perception datasets and repackage them
to meet their own agenda.

Second, key information continues to be highly confidential. This is due to the high
political sensitivity of the information. In many countries, there are a few national
companies responsible for the delivery of infrastructure services and any concern for
corruption has an impact on the international image of these companies and hence on their
market access potential. It is also due to the fact that it is very likely that many of the
perception or factual surveys conducted would enjoy a much lower response rate if there
was a possibility that the information could be used to identify specific companies. The

2 Bertelsmann, Brookings (with World Bank), Democracy barometer, Doing Business, Economist Intelligence Unit,
Enterprise BEEPS Survey (World Bank), European Commission - Central Exclusion Database, Global Insight, Global Integrity,
Inter American Development Bank, OECD — Bribery, OECD - Fighting corruption in the public sector, Open Budget Index,
Transparency International, World Economic Forums, Worldwide Governance Indicator.



concern is all the more serious that there is some evidence that corruption perceptions can
be good indicators of corruption realities even if there are obvious possibilities of biases in
both perception and measurement of corruption (Olken (2009)).

Third, the information collected is not really tailored to the characteristics of the
sector. It is puzzling for instance to see how naive a lot of the users of cost data continue to
be at a time our collective understanding of the importance of creative accounting. It is as if
Enron had never happened. It is as if the information collected by National audit office at
the firm or contract level was irrelevant. Because competition is quite limited in key
infrastructure activities, information asymmetries happen and are not just an interesting
theoretical concepts. Firms underinvest or under-maintain. Firms, overcharge for
investment or provide the wrong investment quality. These are contract violations which
are well known and yet widely tolerated. They are often related to corruption or at least
breaches of ethical behaviour but can only be identified in an ad-hoc way as a result of case
specific audits rather than from systematic documentation of comparable cases. This may
be why there is so little academic research and why so many costs indicators being
monitored by regulators or procurement agencies need to be significantly more precise to
be able to distinguish between corruption and incompetence when costs are too high or
supply insufficient.

3. What sector governance decisions and services are distorted by corruption?

Governance failures that can be tracked to corruption are quite common in
infrastructure (Benitez et al (2012)). The main challenge is to try to classify them. One
approach to identify the main set of governance decisions potentially distorted by
corruption is to track the equivalent of the life cycle of an infrastructure service. Somewhat
simplifying the real process, five main stages can be identified:

(i) the market structure design, including the institutional support for the sector
supervision

(ii) the decisions on the financing of the sector

(iii) the procurement of investment, maintenance and operational needs

(iv) the construction stage

(v) the actual delivery of the services.

The first door to corruption is as basic as the design of the sector. In many countries,
infrastructure sectors have been restructured to increase the scope of competition in the
delivery of services. In that process, the planning and regulatory functions have also been
redesigned. Planning has largely been phased out as a result of fears for excessive
government intervention in the investment process. This is clear for telecoms, energy and to
some extent to transport infrastructure. It is much less clear for water and sanitation where
national and subnational governments are still very present (e.g. Bardhan and Mookherjee
(2006), Asthana (2008, 2012). Regulation is now widely seen as the responsibility of new
institutions, separated from the sector ministry. In many countries as well, an additional
institutional change has been the increased decentralization of key decisions.

The three institutional dimensions (planning, regulating, and investing) can be
associated with corrupt distortions of the decision-making process. Overinvestment or
misguided investment that favour easily identifiable construction companies have long been
known characteristics of the sector (white elephants or roads to no-where). Bel et al. (2013)



document the extent of the problem in Spain for instance. Flyvbjerg et al. (2003, 2012) have
documented a much broader set of cases in their assessments of the failures of mega-
projects. If many of these cases are related to incompetent or failed planning, many can also
be tracked to collusion between politicians concerned with re-elections, concerned with
campaign financing or simply with cash payments to a Swiss Bank account and construction
companies or service operators keen to expand markets.

The second stage is the financing stage. This may be the least well studied and the
least well understood of the stages in terms of its potential source of corruption in the
industry. It is however relatively well known that various sources of public and private
financing have their preferences for partnerships in the delivery of public infrastructure
projects under various types of PPP arrangements. Biases in the packaging of financial
arrangements to support national champions may be seen as reasonable forms of industrial
policy in some countries, but from the viewpoint of consumers or taxpayers, they could just
as easily be perceived as high risk potentially corrupt strategies when these result in higher
than needed costs to users and/or taxpayers. For developing countries, this is one of the
ways in which the old fashion tied aid continues to live.

The third stage is the procurement stage. Of particular interest is the process and
technique adopted to award contract. In this case also, there is an ample literature on how
these markets can be distorted by corrupt practices. Many of these distortions are
recognized by the national audit offices. The French and the Belgian public auditors have for
instance recently made it to the headlines in the media for identifying distortions in the
award of contracts. Competition agencies in many countries have also been quite effective
at raising concern with collusion between key actors to minimize competition. Piga (2013)
for instance summarizes many of the key issues in the context of OECD countries. Estache
and limi (2011) raise equivalent issues for developing countries and Nag (2013) provides a
fairly detailed country specific case study of Indian railways. Auriol and Blanc (2009) provide
the equivalent for water and energy in SSA. Kenny (2010) provides a useful discussion of
how much the construction phase of any public investment is open to corrupt practices.
Kenny and Musatova (2011) also show how often procurement issues can be used as red
flags for risks of corruption in infrastructure. The mechanics are simple. They boil down to
inflating cost and somehow sharing the cost mark-up. The victims of the trick tend to be
users, taxpayers and excluded potential entrants.

An additional subtle dimension connected to corrupt practice is the renegotiation of
contracts. The relevance of strategic bidding in the sector in the context of the assessment
of procurement processes is well documented in the academic and policy literature (see
Estache and limi (2011) for an overview). But there is also a lot of evidence that this
strategic bidding leads to renegotiations which can also be connected to corrupt practice
(eg. Guasch and Straub (2009), Gassner et al. (2007) or Andres et al. (2013)). The problem is
particularly serious in the water and sanitation sector and in the context of toll roads. In
both cases, they end up costing significantly to the taxpayers rather than to users since
renegotiations are often related to increased subsidies in the sector.

The fourth is the construction stage. Kenny (2007) has been one of the first to raise
the issue of construction processes and contracts. Flyvbjerg (2003, 2012) and his co-authors
have also significantly contributed to our collective knowledge on the size and the
mechanics of the corruption of processes. Most recently, Cole and Tran (2011) added useful
insights with new empirical research techniques, showing how corruption masked by
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creative cost accounting could lead to a doubling of real profits in their study of a series of
contracts for a construction firm.

The final stage of the “infrastructure life-cycle” is the actual delivery of the service.
This is where perception indicators and surveys focus most of the evidence. Transparency
International bribery surveys for instance are quite revealing of the importance of the
problem in the sector. It is a lot more obvious to the general public than the other three
stages and is hence a lot better recognized and appreciated. But there are many more field
experiences that make similar points in country and sector specific cases. (e.g. Olken and
Barron (2009))

4. How well can we distinguish between corruption and other explanatory factors?

Besides the obvious econometrics issues which go well beyond the scope of this note,
there are a number of possible sources of confusion when it comes to distinguishing
between corruption and other factors in the context of infrastructure services. This is
particularly the case for the segments of the industry not subject to competition. Three
stand out. The first is the large scope for creative accounting. The second, to some extent
related, is the scope for manipulation of transfer pricing. The third one is the incompetence
or limited capacity of the regulators.

Creative accounting is not illegal as long as it is not constrained by regulations.
Creative accounting allows regulated companies to inflate costs or optimize cost allocation
rules between regulated and non-regulated parts of an industry when costs are hard to
monitor by regulators. When tolerated, it leads to inefficiency and unfair treatments of
users (and often taxpayers) equivalent to those observed when corruption takes places.
Unfortunately, even if cost allocation games are well known techniques in any industry in
which there is scope for internal cross subsidies, few countries have adopted regulatory
accounting guidelines for their regulated industries. The main exceptions are a few OCED
countries (e.g. UK, Australia, Canada, and New Zealand) across infrastructure sectors and a
few African (e.g. Mali) or Latin American countries (e.g. Brazil, Chile, Colombia or Peru) for
some specific sectors. 3

Creative transfer pricing is a particular form of creative cost accounting that deserves
a specific mention in the context of a discussion of corruption like behaviour which is not
really viewed as corruption by many observers. A bit of understanding of the nature of the
business is useful here. Consider the water and sanitation sector. Two of its “inputs” are of
particular interest in view of the fact that their costing can relatively easily be subject to
transfer pricing or comparable tricks. The first are the chemicals typically used in the
production process of water. The second is the software used to generate customer related
information. Both inputs can be produced in-house or outsourced. When outsourced, both
can be sold to the operator by affiliated companies with which they sign long term
contracts. As long as the pricing is competitive, there is no issue. When it is not, the water
users end up paying too much. In the case of the software for instance, it is not uncommon
to see the companies bill over and over again an R&D component that has already been

® The adoption of improved accounting guidelines in the case of Mali has allowed a detailed post-mortem assessment of
the cancellation of the concession in that country. It also allowed an estimation of the rent generated by the reform and of
its distribution between the various stakeholders (see Estache and Griffell-Tatje (2013) for details.



amortized but never considering an alternative more cost effective supplier. This is not
corruption indeed as long as it is tolerated by the authorities. But the outcome is the same.

This brings to a discussion of incompetence and/or limited capacity. As suggested in
Estache and Wren-Lewis (2012), corruption is the outcome of an inability of institutions to
come up with corruption proof service delivery. Creative cost accounting and transfer
pricing are the outcome of a failure to introduce proper accounting guidelines in which the
margin for cost gaming is relatively large and possibly larger than in many other industries.
The size of projects and of business operations is quite large and little twist go a long way.
Little twist are just as important as the red flags that have been put in place since the late
2000s in the sector. They probably deserve more attention than they currently do.
Otherwise, incompetence or limited ability will continue to be easy to blame, where the real
problem is corruption and the manipulation of the public interest for private profit at the
expense of users and taxpayers.

5. To what extent is sector performance distorted by corruption?

Conceptually, the main distortions introduced at each stage influence 8 main
variables:
(i) the degree of competition i.e. the number of potential participants in the market)
(ii) the quantity of output
(iii) the quality of the output
(iv) the cost of the output
(v) the price of the output
(vi) the profit of the provider
(vii) the sector’s distributional characteristics (i.e. the fairness of access and consumption
levels)
(viii)the fiscal consequences.

The expected size and sign of the effect of corruption on each of these variables
depends on the specific design of regulation and on the effectiveness of the regulatory
agencies in enforcing the regulation. On average however, the literature expects corruption
to increase prices, costs and profits margins and to close the door to potential entrants in
the market (see Estache and limi (2011) for instance for evidence in the context of
distortions in procurement processes in developing countries). One of the most policy
relevant results of this research is that the limits to entry tend to penalize relatively more
small and/or local potential providers.

The effects of corruption on quality and output level and their effects on equity are
less predictable even conceptually (see Estache and Wren-Lewis (2009) for instance for a
review of the theory). Both quantity and quality can be over or under supplied. For the
output level, overinvestment is what characterizes roads with excess capacity to nowhere or
airports without no traffic for instance. White elephants are indeed a typical example of
oversupply or overinvestment. At the other extreme, underinvestment is what characterizes
the recurrent postponing of service coverage in areas perceived by operators to be high
commercial risks areas or the tolerance for abnormal service failures. Conceptually,
rationing in quantity and in quality can indeed just as likely be the outcome of corruption
just as white elephants are if the regulatory environment allows corruption to distort
incentives. Both types of outcome can have dramatic social consequences. Slowing down



investments tends to slow improvements in access rates and since access gaps tend to
penalize the poor, corruption that slows investment leads to inequitable results.
Alternatively, when corruption leads to gold-plating, it can make services unaffordable for
the poorest users.

The theoretical fiscal effects are more subtle but just as predictable. If incentives allow
over charging and the costs is passed on to the taxpayers, the fiscal effect of corruption is
likely to be positive. At the other extreme, when corruption leads to a transfer of
responsibilities to private operators who manage to create a rent without relying on
subsidies, the fiscal payoff may be positive and simply translate from a switch from
taxpayers to users are a source of rent for the operators.

Empirically, the theoretical expectations tend to be validated. The contributors to
Estache (2011) provide a broad set of illustrations of cases in which corruption or collusion
reduce the level of competition in network industries. The website of most competition
agencies across the OECD provide ampler evidence. Infrastructure corruption cases happen
and are increasingly covered by the media. Infrastructure corruption is also increasingly well
covered by academic research but is significantly constrained by data availability. A lot of
the research relies on proxies which allow for a sense of the importance but no real robust
evidence. For instance, Estache, Goicoechea and Trujillo (2009) provide evidence of
correlation between corruption and a number of variables of interest across utilities but
they do not really establish causality and show in particular that corruption leads to
undersupply of core services. Anbarci et al (2009) confirm the results for the water sector.
Del Bo and Rossi (2009) and Wren-Lewis (2013) provide robust evidence of the undesirable
effects of corruption for the Latin American energy sector. Promising thorough assessments
of specific case studies based on experimental or quasi-experimental methods are starting
to validate many of the early assessments. Sequeira and Djankov (2010) and Sequeira (2013)
cover the transport sector in Africa for instance.

A growing source of evidence is being generated by large consulting firms relying on
less technical approaches to assess the size and the costs of corruption. Increasingly these
firms have started to generate country risks assessments which cover corruption and
infrastructure (most of the time recycling information from other sources). Increasingly also,
they are starting to generate widely quoted estimations (however, unfortunately not always
based on very transparent methodologies which impede the equivalent of peer reviewing
quality achieved by academic publications). A good example of useful policy oriented
empirical work conducted by these growing actors of the knowledge economy is the recent
study conducted by PwC and Ecorys (in collaboration with Utrecht University) to size the
corruption problem in Europe’s procurement between 2006 and 2010 (PwC (2013)). The
approach is a multistage approach that identifies red flags which can then be used to assess
the odds of corrupt practices.

Despite some limitations (e.g. 45% of corruption remains unexplained), the approach
provides useful orders of magnitude to increase awareness of the importance of corruption
risks in infrastructure. For instance, they estimate an 11-21% probability of corruption in
public procurement of construction work for motorways, 9-18% in railway track
construction materials and supplies, 28-43% in waste water treatment plants and 37-53% in
runway construction works. The cost of corruption would be around 2.9% and 4.4% of the



total value of procurement based on a sample of 5 sectors of the 8 EU states covered by this
diagnostic (including mostly infrastructure related activities).*

To conclude, the discussion of the effects of corruption, it is necessary to make some
comments on the recurrent reference to the greasing hand role of corruption in the
literature. Even if, to my knowledge, there is not real detailed academic study of the
assumption in the context infrastructure, there is a lot of anecdotal evidence that suggests
that paying bribes can be used to speed up service. The launch of the liberalization of the
telecoms sector in Argentina to end a very ineffective public monopoly in the early 1990s
was often credited to a breach in desirable governance practices with high payoffs to the
country for instance. However, Aidt (2009) shows why most of this anecdotal evidence and
occasional academic supportin evidence is not consistent with the long run sustainability of
growth policies. The debate is clearly not over and with some direct relevance to the
infrastructure sectors in which the quality of instittutions matters so much to ensure the fair
protection of users, investors and taxpayers. Recently, Meon and Weill (2010) argued that
in the context of extremely ineffective institutional environments, there is the possiblity
that corruption is less detrimental and maybe helpful to efficiency in countries where
institutions are quite ineffective. More is clearly needed to settle the debate even if the
case, if any, for greasing is becoming increasingly narrow as our collective understanding of
the consequences improves.

The best indication of the strength of this conviction is reflected in the inclusion of
guestions on corruption in most types of investment climate surveys. The odd fact,
however, is that even if the unhappiness with corruption is identified in the questionnaires,
the data generated is often not available. This is done to preserve confidentiality and to
avoid legal conflicts with the operators of monopolies responsible for energy or water
distribution for instance, the information on these specific industries is never available to
the users of these data sets. Digging into the BEEPs for instance reveals very few countries
for which the details are available for infrastructure related companies as providers. There
is thus little that can be discussed that is really specific to infrastructure.

There is however one type of international projects that deserves some mention here.
Project funded under some type of project finance agreement involve financial institutions
which since 2003 have been asked to adhere to what are known as the Ecuador Principles
(EP). These principles define a framework used by these financial institutions to assess and
manage the environmental and social impacts of projects. based on the International
Finance Corporation ("IFC") Performance Standards and World Bank Environmental Health
and Safety Guidelines. For now, they have been voluntarily adopted by around 80 financial
institutions which are key players in the business. The framework has enjoyed its 3rd
upgrade in 2013 and deals with both environmental and human rights. To the extent that
underpeforming on both grounds are easy ways of reducing costs, they are very likely to be
tempting for corrupt interference. The growing number of affiliates to the Ecuador Principle
are thus likely to reduce corruption in high profile PPPs.

* Note that I tried to get access to the data but the EU and PwC both rejected the request to share the core data to protect
the privacy of their sources. This is a major drawback as compared to the requirements imposed by academic standards to
share data. Moreover, it is a bit out when considering that this is research that is supposed to increase transparency of
undesirable practices and considering that it was generated using public money. (It is hard not to be temped to establish
the parallel with the idea of using public resources for a private interest...)

> Specifically, this concerns project finance transactions with total project capital costs of US $10 million or more and oject-

related corporate loans with a tenor of at least two years where the majority of the loan is related to a single project over
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Environmental NGOs continue to calling for a broader scope of the EPs for some time.
If this were considered, it could be interesting to look at how explicitly governance and
corruption concerns could be adressed as well. It is a real possibility since EP now also
concerns project finance advisory services (defined as the provision of advice on the
potential financing of a development where one of the options may be project finance)
where total project capital costs are US $10 million or more. Including corruption in an
explicit reporting requirements check list of these services could help. At this stage, EP
includes that the financial institutions have to require their borrowers to publish the
environmental impact assessments and the environmental and social management plans for
projects online and report in accordance with new minimum reporting requirements. There
is however no requirements on costs accounting that accounts for the specificity of
regulated industries when the PPP are associated with a regulated activity.

6. Concluding comments

Although a lot has already been achieved in terms of identifying sources of corruption and
minimizing the risks of corruption taking place, a lot still remains to be done in the context
of infrastructure. The brief survey points to at least 5 areas in which the international
community could do better at relatively low cost:

(i) Increasing and broadening the efforts to measure both subjectively and objectively
infrastructure specific corruption

(ii) Modernizing procurement practices adopted by international organizations to make the
most of competition and reduce the scope for protection of national champions,
incumbent and other traditional actors with long records of established links to
politicians and/or parties

(iii) Defining and imposing international accounting rules that are specific to regulated
public services (and which could then be tailored to meet specific contractual
requirements); these need to make the most of our understanding of common practice
in cost accounting, cost allocation and transfer pricing

(iv) Broadening the coverage of international ethical responsibility efforts such as the
Ecuador Principles to encourage efforts to behave ethically in PPPs or alternatively,
develop an equivalent international principle to include financial agencies, construction
companies and large international infrastructure service providers.

(v) Continuing the efforts to form inclusive multi-stakeholder approaches to monitor the
sector including regulators, operators, users and civil society organizations.

which the borrower has effective control (the aggregate of the loan must be US $100 million or more and the financial
institution’s individual commitment at least US $50 million)
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