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"When you can measure what you are speaking
about, and express it in numbers, you know
something about it; but when you cannot express
It In numbers, your knowledge Is of a meagre and
unsatisfactory kind; it may be the beginning of
knowledge, but you have scarcely, in your
thoughts, advanced to the stage of science,
whatever the matter may be."

Lord Kelvin




ldea vera debet cum suo iIdeato convenire

[Spinoza: Ethica; Axiomata VI.]




Staff & Support

Staff:

Agnes Czibik economist

Mihaly Fazekas Ph.D., University of Cambridge; head of research CRCB
Gyula Féra ELTE, student

Julia Orbén economist

Balint Szalai journalist

Bence Téth economist

Istvan Janos Téth Ph.D, senior research fellow, IE HAS; director CRCB
Experts:

Zoltan Kelemen lawyer

Jend Gyenese computer programmer

Zoltan Nagy ecomomist (former head of Hungarian Competition Authority)
Sandor Réacz computer programmer

Zoltan Siposs journalist

Taméas Uhrin computer programmer

Data cleaning:
Balazs Agardy, Monika Bak, Maria Balla, Eszter Biro, Linda Borbély, Eszter Csizmas, Kinga Csizmas, Olivér Csukas, Eszter Farkas, Annamaria Ferenczi, Katalin Gajdos, Janos
Gaspar, Diana Groszmann, Tamas Heizer, Erik Herbak, Erzsébet Hoffman, Eszter Kadar, Emese Koplanyi, Gabriella Korom, Balazs Kovacs, David Levendel, Maté Magyar, Anna

Marko, Eszter Milibak, Akos Nagy, Laura Pacsa, llona Pallagi, Tibor Pallagi, Agnes Parkot, Erika Révész, Fléra Samu, Levente Séd, Eszter Simon, Déra Somogyi, Néra Staub,
Adrienn Siili, Timea Szabd, Adrienn Szigili, Gy6z6 Teplan, Petra Vancsura, Attila Varga, Kinga Varga

Support:

voluntary work, EU FP7, TAMOP, Hungarian Competitive Authority

CORRUPTION
2014.12.04. RESEARCH CENTER 4
BUDAPEST




motivation

Overview

« Motivation

« Corruption at a Glance
 Measurement: old & new method

« Database building

* Proposed corruption risk indicators

* [llustrative results

Further research

CORRUPTION
ora L2 o RESEARCH CENTER
BUDAPEST




motivation

Motivation
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motivation

 How much public money is lost due to
corruption in public procurement?

* Which tender should be investigated by
the authorities?

* What works for reducing corruption risks in
public procurement?

“ORRUF
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motivation

Why public procurement?

1. A lot of money involved

2. Crucial role in development (e.g. capital
accumulation)

3. Indicates the broader quality of state
Institutions
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motivation

Why public procurement?
4. Very corrupt
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Corruption at a Glance
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motivation e corrupion e

Corruption at a Glance

 ,IThe misuse of public/private [entrusted]
power power for private gain”

» Actors: principal - agent - client
PA model from the micro-economics
(e.g.: government — gov. officials — comp. manager)

» Petty corruption vs. Grand corruption
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motivation e corrupion e

Corruption at a Glance

« Where could occur?

— Issuing licences

— Inspection (police, tax authorities, e.t.c.)
— Regulation, Legistlation

— Public Procurement
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motivation e corrupion e

Corruption at a Glance

* Malin types:

— bribery

— extortion

— emblezzement
— fraud
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motivation e corrupion e

Definition of instutionalised grand corruption

» Specific definition (Just like measurement)

* |nstitutionalised grand corruption in public
procurement

Institutionalised grand corruption in public
procurement refers to the regular particularistic
allocation and performance of public procurement
contracts by bending universalistic rules and
principles of good public procurement in order to
benefit a group of individuals while denying
access to all others.
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Measurement of Corruption
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motivation e corrupion e measurement e

Old methods

 Avallable indicators are either biased or
too idiosyncratic

— Perception-based survey instruments
measure PERCEPTIONS (e.g. TI CPI)

— Experience-based survey instruments suffer
from conformity bias and lack of access

— Audits and case studies measure narrow
phenomena

- Need for new indicators

CORRUPTION
2014.12.04. ﬂ RESEARCH CENTER 16
BUDAPEST




motivation e corrupion e measurement e

New methods for measurement of Corruption
* Perception indicators are not good enough

* New paradigm of measurement
— harnessing BIG DATA,
— built on thorough understanding of context,
— understanding mechanisms
— and
— ,open-ended’
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motivation e corrupion e measurement e

Our philosophy for measurement

« Corruption is a hidden (exremly latent)
phenomenon, it is impossibe to observe at
actors’ level

* Instead to observe corruption we observe
the risk of corruption

 Informations from micro (actors’ ) level
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Corruption like a Black Hole
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motivation e corrupion e measurement e

New approach for measurement

* Our Indicators’ characteristics:
— Specific
— Real-time
— ‘Objective’/hard
— Micro-level
— Aggregatable + comparative
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Building a linked database

* Public procurement data

« Company financial and registry data

« Company ownership and management data
 Political officeholder data

* Treasury accounts of public organisations

 Arbitration court judgements
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PP data - State of the art

» Global standardization effort: www.open-
contracting.org/

 TED data: DG Markt, http://ted.openspending.org/,
etc.

* National datasets:

— Developed economis: CA, IT, US

— Transition economies: CZ, HR, HU, RO, SK, SL

— Developing countries: GEO: http://tendermonitor.ge/en

Development agencies

— World Bank

— UNDP
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Initial data and database building
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The Worst and the Ugly

« The Hungarian authorities do not have a
comprehensive database about PP (from 1998- )

« Majority of information is string, not numeric
« Only individual cases => case studies
« Lack of measurement and => lack of reliable analysis

« Weak knowledge about causes and mechanisms of
corruption in PP
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Hungary: aggregate data [pdf]

' Kil Magyar Tudoményos &1 ‘M Beérkezd levelek (113) x“ Lord Kelvin Quatations :‘ § Quote by Lord Kelvin: 1 ‘Q ITA SZTAKL: AngokMa: :KO Kfizheszerzési Hatdsan 17‘ ) v kozheszerzes huf Y I (|2

L ]

2011 01

A KOZBESZERZESI HATOSAG ELNOKENEK TAJEKOZTATOJA
A KOZBESZERZESEK 2011. EVIL, ILLETVE
2012. ELSO NEGYEDEVI ALAKULASAROL

1. A 2011.évben az ajanlatkérék & 10918 db eredmé eljarast folytattak le, amely
2.2 %-os nivekedést jelent a 2010. évben lefolytatott 10685 eljarashoz képest.

Az osszértéket tekintve ugyanakkor csékkenés figyelhetd meg, a 2011. évben realizalt
1457,2 Mrd Ft 2,6 %-kal marad el a 2010. év statisztikai értékétdl (1496,5 Mrd Ft.)

Az eljérasok szamanak és értékének eltérd eldjelii valtozdsa kovetkeztében a kordbbi évek
tendencidjat kovetve a 2011-es évben is csokkenés figyelhetd meg az egy kizbeszerzési
eljarasra juté dsszeg tekintetében; a tavalyi évben eljarasonként atlagosan 133,5 millié Ft
felhasznélasarol dantéttek az ajanlatkérok a 2010. évi 140,1 millio Ft-tal szemben.

B Osszes letéltés megjelenitése... X

B Kb_adstck 2010 KTL..pptx = ] Fazekas-Toth_PP_cor..docx -

= Tota o

/s Start (- = #» &9 6 = Total

http://www.kozbeszerzes.hu/static/uploaded/document/Sajt%C3%B3anyaq 2011%20%C3%

A9v%202012%20%20els%C5%91%20neqyed%C3%A9%v_vH%C3%A9agleges.pdf
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Hungary: individual data [txt, html, php]

'@Istvan Janos Tath x Y|v| keresési eredmenyek - tthsty « | P Kizbeszerzési Hatdsag - 201

&« C M [7 wwwkozbeszerzes hu/ertesito/megtekintportal 15125 2012/

# Nem skerdlt az) Skype Click to Cal, betiigse

KOZBESZERZES| HATOSAG

HATOSAG JOGORVOSLAT JOGI HATTER TEVEKENYSEGEK SAJTOSZ0DBA

# Cimlsp  KézhsszerzasiErssta  2012/117 15125/2012 ~

Féldgaz energia beszerzése Hédmezdvasarhelyen

Kbzbeszerzési Ertesitd szama: 2012/117

Beszerzes targya: Arubeszerzes

Hirdeimeény tipusa: Ajanlati felhivas/EU/2011.08.19. EUHL

Eljaras fajtaja: Myilt

Kbzzététel datuma: 2012.1010 \_
Iktatészam: 15125/2012 8]
CPV Kod: 09123000-7

Ajanlatkéra: Hodmezavasarhely Megyei Jogo Varos Onkormanyzata

Teljesités helye: Azintezmenyek faldgaz felhasznalasi helyei (a dokumentacioban reszletezettek szerint]

Ajanlatiételi/részveteli jelentkezesi hataridd: 2012.11.19.
Nyertes ajanlattevd:

Ajanlatkerd tipusa: Regionalis vagy helyiiroda/hivatal

Ajanlatkerd 10 tevenyeseégi kore: Altalanos kozszolgaltatasok

Letdltes: Hirdetmeny letéltese POF formatumban
EURGPAI UNIO

Az Eurdpai Unid Hivatalos Lapjanak Kiegészitd Kiadvanya 2, rue Mercier, 2985 Luxembourg, Luxemburg Fax: +352 29 29 42 670
E-mail: ojs@publications.europa.eu Informacid és on-line formanyomtatvanyok: http://simap.europa.eu
AJANLATI FELHIVAS
2004/18/EK irdnyelv
I. SZAKASZ: AJANLATKERD
I.1] Nev, cim és kapcsolattartasi pont(ok)
Hivatalos név: Hodmezovasarhely Megyei Jogu Varos Onkormanyzata

Nemzeti azanositd (ha ismert):

Véros: Hodm

asarhely
Pastaiiranyitaszam: 6300
Orszag: Magyarorszag
Kapcsolattartasi pontl okl:
Cimzett: Hodmezavasarhely Megyei Jogu Varos Onkormanyzata Jogilrada
Telefon: +36 62530166

E-mail: kozheszerzes@hod mezovasarhely.hu
Fax: +36 62530132

F1 antal_2012_rejestt_ko..pps  © ¥ Osszes letdliés megjelente:

http://www.kozbeszerzes.hu/ertesito/meqgtekint/portal 15125 2012/
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First Period - 1998- 2004 txt

qwgll % ¥ [ cwgd % teollt x Evulur x Uj lap x pl’UgI x
-f

@ Orbar x ¥ M Bedrk x
/9843/5817 htm

Ed Facet x

! B stvan %
<« C' f | [ regikozbeszerzes.hu/static/KEarchiv,
A Nemzeti Kataszteri Program Kht. tijékoztatéja az eljaras eredményérél (5817)

1. Az ajanlatkérd neve és cime:
Nemzeti Kataszteri Program Kht_
1035 Budapest V., Kossuth Lajos tér 11

b} Hirdetmény kdzzététele nélkiili targyaldsos eljaras esetén az eljaras alkalmazasanak indokolasa: a Kbt. 70. § f} pontja alapjan. A korabban beszerzett szerver szamitogépek bovitése esetén a korabbi

- a) A valasztott eljaras: hirdetmény kdzzététele néllaili térgyalasos eljaras.
szallitonak mésikical 1ortén helyettesitése technikailag nem illeszkedd megolddst hozna 1étre, ami aranytalanul magas karbantartasi kéltséget eredményezne

3. Az elbirdlds iddpontja: 1998 augusztus 27

Az elbirdlas szempontjai- a Kbt. 34, § (1) bekezdés a) pontja szerint

4.
A nvertes ajanlattevd neve és cime: ICL Hungary Kft., 1052 Budapest, Deédk Ferenc u. 10

6. A nvertes ajanlatot kiveto legkedvezébb ajanlatot tevo neve és cime:

7. A beérkezett ajanlatok szama: egy.
Az ajanlattevo neve és cime: ICL Hungary Kit.. 1052 Budapest. Deak Ferenc u. 10

A beszerzés targya és memnyisége: a TAKAROS foldhivatali rendszert tizemeltetd 115 db szerver szamitdgép bovitése (upgrade-je) az ajanlati felhivasban részletezett modon

9

10. Az ellenszolgdltatas dsszege: 97 750 000 Ft+afa

12. Egvéb informacié:
¥ Osszes |etaltés megjelenitése...

13. Az ajanlati felhivas kozzétételének napja:
szakiskola_2014_tanul...zip 7

T L gepdf

E wgd.pdf
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Second Period - 2005-2012: html

/ BdIstvan) x { [ Facebc x ¥ (@ Orban % ¥ P Beérke x ¥ [ wgllp x ' [ cwgdll x | [7 teollut x | [E volunt: % | Ujlap x szTak x | [ prograr x MY Kozbes x \ L=
<« C & [ kozbeszerzeshu/adatbazis/mutat/hirdetmeny/portal_33172_2010/ sel =
KOZBESZERZESI HATOSAG
HATOSAG JOGORVOSLAT JOGI HATTER TEVEKENYSEGEK KAPCSOLATOK
# Cimlsp o
Kozbeszerzési Ertesitd szdma: 2010/142
Beszerzés targya: Arubeszerzes )
Hirdetmény tipusa: tajekoziato az eljaras eredmenyerdl [1-es minta) KE
Eljaras fajiaja: Myilt
Kozzététel datuma: 2010.12.01.
Iktatdszam: 33172/2010
CPV Kod: 33696500-0
Ajanlatkérd: Vas Megyei Markusovszky Korhaz Nonprofit Zrt.
Teljesités helye: Vas Megyei Markusovszky Korhaz Nonprofit Zrt. 9700 Szombathely, Markusovszky Lo u. 3.
Ajanlatiételi/részvételi jelentkezési hataridd:
Nyertes ajanlattevd: Csertex Kft.:Diagnosticum Zrt.;Laborexpert Kutato, Szolgaltatd és Kereskedelmi Kft.
Ajanlatkérd tipusa: Egyéb
Ajanlatkérd 6 tevényeségi kore:
Letoltés: Hirdetmény letoltése POF formatumban
.-/n\.
(=)
1 _ melléklet az 5/2009. (111.31 ) IRM rendelethez \, Vi
KOZBESZERZES| ERTESITG
A Kdzbeszerzések Tandcsanak Hivatalos Lapjal024 Budapest, Margit krt. 85.
Fax: 06 1 336 7751; 06 1 336 7757
E-mail: hirdetmeny@kozbeszerzesek-tanacsa.hu On-line értesités: hitp://www_kozbeszerzes_ hu
tdjékoziatd
az eljdras eredményérdl
A Kozbeszerzések Tandcsa (Szerkeszifbizotisdga) 161 ki
A hir y kézhezv 3
KE nyilvantartasi sz4m
1. SZAKASZ: AJANLATKERD
I.1) Név, cim és kapcsolattartasi pont(ok)
Hivatalos név: Vas Megyei Markusovszky Kérhaz Nonprofit Zrt
Postai cim: Markusovszky L. u. 5
Véros/Kozség Szombathely
Postai irényitdszam: 9700
Orszag: Magyarorszig
Kapcsolattartasi pant(ok): Or. Lakner Laszlo f8igazgatd féorvos
Cimzett: Dr. Lakner Laszlo fGigazgatd féorvos
Telefon: 06-94-311-542
E-mail: titkarsag@markusovszky hu
Fro- NE N4 277 072
@ wagd.pdf T m g&.pdf T 4, szakiskola_2014_tanul..zip 7 B Osszes letoltés megjelenitése.. X
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Third Period - 2013 - : html, xml

« C f [ wwwhkozbeszerzes.hu/ertesito/megtekint/portal_1_2014/ | =

KOZBESZERZES| HATGSAG

HATOSAG JOGI HATTER TEVEKENYSEGEK KAPCSOLATOK

# Cimlsp  Kozbeszerzési Ertesito - 2014/01/2014 .

« vissza

tajékoztato az eljaras eredmeényérdl, Szigetszentmiklos bel- és kilterileti
Uthalozatanak karbantartasi munkai 2014-2015. évre

Kozbeszerzési Ertesitd széma 2014/6

Beszerzés térgya: Epitési beruhazas

Hirdetmény tipusa: Tajékoztatd az eljaras eredményérdl (1-es minta)/KE/2013.07.01 KE

Eljérés fajtdja: Hirdetmeny nélkoli targyalasos

Kozzététel datuma: 2014.01.15.

Iktatoszam: 1/2014

CPV Kod 45233142-6,45233141-0:45233160-8 -
Ajénlatkérd Szigetszentmiklos Varos Onkormanyzata :/' \\‘.
Teljesftés helye 2310 Szigetszentmiklos kozigazgatasi terulete \ E ]
Ajénlattételi/részvételi jelentkezési N
hatéridé:

Nyertes ajanlattevd: VITEP'Q Kft.

Ajénlatkérd tipusa Regionalis/halyi szintd

Ajénlatkérd 16 tevényeségi kore: Altalanos kozszolgaltatasok

Letdltés: Hirdetmeny letdliese POF formatumban

Az eljaras adatainak, &s az eljarashoz kozzetett tovabbi dokumentumoknak a megtekintése a Kozbeszerzési

Kdzbeszerzési eljaras: "
! Adatbazisban

1. melléklet a 92/2011. (XIl. 30.) NFM rendelethez
KOZBESZERZES| ERTESITO

A Kozbeszerzési Hatosag Hivatalos Lapja
1djékoziatd

az eljaras eredményérdl

I. SZAKASZ: AJANLATKERD

1.1) Név, cim és kapcsolattartasi pont(ok)

Hivatalos név: Szigetszentmiklos Varos Onkormanyzata
Postai cim: Kossuth Lajos utca 2.
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An 1deal case: Chile
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MaKAB: 1998-2014

Q *kb_adatok_2010_data9812x_140318.sav [DataSet2] - IBM SPSS Statistics Data Editor =
File Edit View Data Transform Analyze DirectMarketing Graphs Utiliies Add-ons Window Help
=1, 1= e v Bl B M B 190 %
[ Visible: 43 of 43 Variables
| idx “ good H EH_EV H eh_url_uj H eh_elifaj H eh_eu H eh_ajk_tip ‘ eh_earlej
1 19980001.00 1.00 _ http:/iregi kozbeszerzes_hu/static/KEarchiv/9837/1_html 00 00 00 3
2 19980002.00 1.00 - httpeiiregi.kozbeszerzes hufstatic/KEarchiv/9637/10.html .00 00 .00
3 19980003.00 1.00 - httpi/iregi.kozbeszerzes hufstatic/KEarchiv/9837/15.html .00 00 .00
4 19980004.00 1.00 - httpi/iregi_kozbeszerzes hu/static/KEarchiv/9837/3 html .00 00 .00
5 19980005.00 1.00 - httpi/iregi.kozbeszerzes hufstatic/KEarchiv/9837/30.html .00 200 .00
6 19980006.00 1.00 1998 http-/regi_kozbeszerzes hu/static/KEarchiv/9846/4782 html 00 00 .00
i 19980007.00 1.00 - httpe/iregi. kozbeszerzes hu/static/KEarchiv/9830/5_html .00 200 .00
19980008.00 00 1997 http//regi kozbeszerzes hu/static/KEarchiv/9843/5014 html 00 00 00
9 19980009.00 1.00 1998 httpu/fregi.kozbeszerzes. hu/static/KEarchiv/9851/5659. html .00 00 .00
10 19950010.00 1.00 1998 http//regi kozbeszerzes hu/static/KEarchiv/9845/5776 html 00 00 00
11 19980011.00 1.00 1998 httpu//regi.kozbeszerzes. hu/static/KEarchiv/9843/5799. html .00 00 .00
12 19980012.00 1.00 1998 httpo/fregi.kozbeszerzes.hu/static/KEarchiv/9843/5800.html .00 00 .00
13 19980013.00 1.00 1998 http://regi.kozbeszerzes hu/static/KEarchiv/9843/5801.html .00 00 .00
14 19980014.00 1.00 1998 httpu//regi.kozbeszerzes. hu/static/KEarchiv/9843/5817.html .00 200 .00
15 19980015.00 1.00 1998 http:/regi_kozbeszerzes hu/static/KEarchiv/9845/5840_html 00 00 .00
16 19980016.00 1.00 - httpe/iregi.kozbeszerzes hufstatic/KEarchiv/9843/584 7 html .00 200 .00
17 19980017.00 1.00 1998 http//regi kozbeszerzes hu/static/KEarchiv/9843/5848 html 00 00 00
18 19980018.00 1.00 1998 httpu/fregi.kozbeszerzes. hu/static/KEarchiv/984 3/5849. html .00 00 .00
19 19950019.00 1.00 1998 http//regi.kozbeszerzes hu/static/KEarchiv/9843/5910 html .00 00 .00
20 19980020.00 1.00 1998 httpu//regi.kozbeszerzes. hu/static/KEarchiv/9843/5936. html .00 00 .00
21 19980021.00 1.00 1998 httpu/fregi.kozbeszerzes. hu/static/KEarchiv/9843/5961.html .00 200 .00
22 1998002200 1.00 1998 http-/regi_kozbeszerzes hu/static/KEarchiv/9843/5999_html 00 00 .00
23 19980023.00 1.00 1998 http://regi.kozbeszerzes hu/static/KEarchiv/9845/6004 html .00 200 .00
24 1998002400 1.00 1998 http:/regi_kozbeszerzes hu/static/KEarchiv/9843/6006_html 00 00 .00
25 19980025.00 1.00 1998 http://regi.kozbeszerzes hu/static/KEarchiv/9844/6007 . html .00 00 .00
26 19950026.00 1.00 1998 http//regi kozbeszerzes hu/static/KEarchiv/9845/6008 html 00 00 00
27 19980027.00 1.00 1998 httpu/iregi.kozbeszerzes. hu/static/KEarchiv/9844/6052 . html .00 00 .00
28 19950028.00 1.00 1995 http//regi.kozbeszerzes hu/static/KEarchiv/9844/6053 html .00 00 .00
29 19980029.00 1.00 1998 httpu//regi.kozbeszerzes. hu/static/KEarchiv/9843/6063. html .00 00 .00
30 19980030.00 1.00 1998 httpo//regi.kozbeszerzes. hu/static/KEarchiv/9843/6064 . html .00 200 .00
31 19980031.00 1.00 1998 http-//regi_kozbeszerzes hu/static/KEarchiv/9844/6084_html 00 00 .00
32 19980032.00 1.00 1998 http:/fregi.kozbeszerzes hu/static/KEarchiv/9844/6092 . html .00 200 .00
33 19980033.00 1.00 1998 http-//regi_kozbeszerzes_hu/static/KEarchiv/9845/6093_html 00 00 .00
34 19980034.00 1.00 1998 httpu/iregi.kozbeszerzes. hu/static/KEarchiv/9849/6130.html .00 00 .00 =]
S —, — [H
Data View  Variable View
[ [IBM SPSS Statistics Processorisready | | |Fiteron | |
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Database architecture (MySQL)

Dowloading text, html, xml data form HPP webpage
190.000 observations and cca. 300 variables

data cleaning (Python, Java, PHP)
(e.g. ,Budapist”, ,Budipest”, ,Budpest” to ,Budapest”)

Data corrections: e.g. values in EUR, HUF, USD => HUF
with and without VAT => net values
And so on...
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Our tasks

« Tests and data improvement (imput data from external
sources: e.g. company data)

* Indicator building
e |ndicator tests, validation

« Analysis (STATA, SPSS, R)

CORRUPTION
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Building a linked database

* Public procurement data

« Company financial and registry data

« Company ownership and management data
 Political officeholder data

* Treasury accounts of public organisations

 Arbitration court judgements
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PP data - State of the art

» Global standardization effort: www.open-
contracting.org/

 TED data: DG Markt, http://ted.openspending.org/,
etc.

* National datasets:

— Developed economies: CA, IT, US

— Transition economies: CZ, HR, HU, RO, SK, SL

— Developing countries: GEO: http://tendermonitor.ge/en

Development agencies

— World Bank

— UNDP
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Proposed indicators

JUPTION
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Blueprint for measuring institutionalised
grand corruption in PP

1. Corruption Risk Index (CRI): generation and
allocation of rents [intervall]

2. Political Influence Indicator (PIl): political
Influence on companies’ market success
[intervall]

3. Political Control Indicator (PCI): direct
political control of contractors [0,1]
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CRI

A composit indicator (information from elementary indicators)

Information from the PP documents (tender docs, assessment,
delivery )

Daily data
Micro (from micro to macro level)

Initiative step: CRI at contract level

And:
CRI at issuer level and
CRI at winner, competitor level
CRI at country level
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CRI

Number of bids (if 1 => high corruption risk)

Call for tender not published in official journal (if yes => high CR)
Procedure type (if not open => high CR)

Length of eligibility criteria  (if long => high CR)
Exceptionally short submission period (if yes => high CR)
Relative price of tender documentation (if high => high CR)
Call for tenders modification (if yes => high CR)

Weight of non-price evaluation criteria (if high => high CR)
Annulled procedure re-launched subsequently (if yes, high CR)
Length of decision period (if short => high CR)

Contract modification (if yes => high CR)

Contract value increase (if yes => high CR)

Winner's market share (if high => high CR)
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An elementary indicator: number of bids

Share of PP with one bidder by month,
In Hungary, 2009.01-2014.10, N = 108.287

45.07
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Mean bidder1

30.07
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20.07
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Corruption Risk Index (CRI)
« Probability of institutionalised grand corruption to occur
O<CRI'<1

where O=minimal corruption risk; 1=maximal observed
corruption risk

« Composite indicator of elementary risk (Cl) indicators
CRI'=2,w, * CI;!

« Elementary risk indicators are combined to reflect a corrupt
rent extraction logic
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Components of CRI

Proc. ) ) availability
ohase Indicator name Indicator values - HU sk 16D
Single bidder contract (valid/received) 1=1 bid received X X X X
Call for tenders not published in official journal  1=NO call for tender published in official journal X X X X
Procedure type open, invitation, etc. X X X X
m?susbi;)n Relative length of eligibility criteria Number of characters relative to market average X X * *
Length of submission period Number of days between the publication of call for tenders and the submission deadline X X X X
Relative price of tender documentation price of tender documentation DIVIDED BY contract value X
Call for tenders modification 1=call for tender modified during submission period X X * *
Exclusion of all but one bid 1=all but one bid excluded X
assess- |Weight of non-price evaluation criteria Sum of weights for evaluation criteria which are NOT related to prices X X X X
ment | Annulled procedure re-launched subsequently - 1=contract awarded in procedure annulled, but re-launched X
Length of decision period number of days between submission deadline and announcing contract award X X X X
deliery Contract modification 1=contract modified during delivery * X
Contract lengthening/value increase relative contract extension (days) or relative contract price increase * X
overall jwinner contract share 12-month total contract value of winner / 12-month total awarded contract value (byissuer) X X X *
Number of available components 9 14 7 6
Number of potentially available components 11 14 9 9
X = available
* = potentially available
2014.12.04. Sl M, 43
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Validation
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What kind of CRI distributions arise?

average -
CRI
Per = |
winning
bidder €0 |
2009- o
2012 £_
Hungary
0 1 2 3 4 5 6 7 8
2014.12.04. CRI
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Political favoritism in Hungary

Hungary, total public procurement market, HU, 2009-2012

70%

Election year

60%

50%

40%

30%

total market shares

20%

10%

0%
2009 2010 2011 2012
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Political Control Indicator (PCI)

* Whether a company has direct political
connections

gm—

1, if company | has pol. connections

PCI, =—

_0, if company | does NOT have pol. conn.
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Indicator validity

* The Indicators co-vary
 CRI + PCI, HU, 2009-2012

Group N Mean CRI | Std. Err. | Std. Dev. ;| 95% Conf.Interval
0=no political connection 2900 0.254 0.002 0.111 0.250 0.258
1=politically connected 1449 0.265 0.003 0.110 0.260 0.271
combined 4349 0.258 0.002 0.111 0.254 0.261
difference (CRI1-CRIO) 0.011** 0.004 -0.018 | -0.004
2014.12.04. SEAE iyl 48
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Indicator validity at EU level

 Our indicators relate to external variables as expected: money
laundering, diversion of funds

* Financial Secrecy Index + CRI in EU, 2009-2013, N=26.309

0.35 0.347
0.34

033 0.328

B mean CRI_EU
0.32

0.31

0.30
NOT tax haven Tax haven®#*
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Some illustrative findings
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Applications - overview

Evaluating political change: Hungary
before and after the general elections
(2010), from socialist to Orban’s gov.

Evaluating countries: against each other
or the same country over time

Evaluating large funding programmes:
e.g. EU structural funds in CEE
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Applications - overview

ldentifying focal points for policy
Intervention: e.g. networks of corruption

Evaluating the impact of single
regulatory or organisational changes on
corruption: e.g. loosening transparency
regulations

Risk-based audit of actors/transactions
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Application — Gov. Change
CRI in Hungary before and after Orban’s government,
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Application - EU Funding in CEE

 EU Funds increase corruption risks in Cz and Hu
(N.,= 39.320, N,,, = 38.862)

 EU Funds decrease corruption risks in Sk (N=15.760)
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Application - EU Funding in CEE

» Divergent temporal patterns
« Effect of new government in Hungary (2010)

mean CRI
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Application — assessment at insititutional level

Type of Issuers (hospitals): Share of PP with One Bidder by
Issuer Type, [Hungary, 1998-2004, N = 24.251]
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Applications - State capture

Captured |
org.s’ W N
network, ST TN
2009- WESaes % S

Socialist
gov.

2014.12.04.



motivation e corrupion e measurement e data e indicators e illustrations e

Applications - State capture

Captured
org.s’
network,
HU,
2011-
201202,

Orban’s
gov.
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Further applications

JUPTION
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From research to impact

* DIGIWHIST (H2020 project):

— The Digital Whistleblower. Fiscal Transparency,
Risk Assessment and Impact of
Good Governance Policies Assessed

— Consortium of Cambridge, Hertie, CRCB, Datlab,
Open Knowledge Foundation, Transcrime

* Goals
— Help to anti-corruption efforts

— Open data and indicators for 35 European
countries: EU, EEA, Caucasus

— Enabling losers of corruption to mobilize

CORRUPTION
2014.12.04. ﬂ RESEARCH CENTER 60
BUDAPEST




motivation e corrupion e measurement e data e indicators e illustrations e plans

DIGIWHIST: key outputs

* Data:
— Transparency and procurement legislation
— Micro-level procurement data
— Company information
— Public organisation information
— Asset declarations

e |ndicators:
— Corruption

— Transparency
— Administrative quality

CORRUPTION
2014.12.04. ﬂ RESEARCH CENTER 61
BUDAPEST




motivation e corrupion e measurement e data e indicators e illustrations e plans

Further information

Corruption Research Center Budapest: www.crcb.eu

Fazekas, M., Toth, 1. J. (2014), New ways to measure institutionalised grand corruption in
public procurement. U4 Brief October 2014:9, U4 Anti-Corruption Resource Centre, Bergen,
Norway.

Fazekas, M., Chvalkovsk4, J., Skuhrovec, J., Toth, I. J., & King, L. P. (2014). Are EU funds a
corruption risk? The impact of EU funds on grand corruption in Central and Eastern Europe. In
Alina Mungiu-Pippidi (ed.) The Anticorruption Frontline. The ANTICORRP Project, vol. 2., (pp.
68—89). Berlin: Barbara Budrich Publishers.

Fazekas, M., Toth, I. J. (2014), In respectable society: on how elite configuration influences
patterns of state capture in Hungary. Conference paper, MPSA Annual Conference, Chicago,
USA, 3 April 2014.

Fazekas, M., Téth, I. J., & King, L. P. (2013). Anatomy of grand corruption: A composite
corruption risk index based on objective data. CRC-WP/2013:02, Budapest: Corruption
Research Centre.

Fazekas, M., Toth, I. J., & King, L. P. (2013). Corruption manual for beginners: Inventory of
elementary “corruption techniques” in public procurement using the case of Hungary. CRC-
WP/2013:01,Corruption Research Centre, Budapest.

Fazekas, M., Toth, I. J., & King, L. P. (2013). Hidden Depths. The Case of Hungary. In A.
Mungiu-Pippidi (Ed.), Controlling Corruption in Europe vol. 1 (pp. 74-82). Berlin: Barbara
Budrich Publishers.

CORRUPTION
2014.12.04. ﬂ RESEARCH CENTER 62
BUDAPEST



http://www.crcb.eu/

Thank you for your attention!
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