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Summary

The panel on Measuring Governance will examine key issues in the design of indicators to measure and monitor of governance. Critical concerns related to the appropriate use and potential misinterpretation of indicators will be addressed, emphasizing the complementarity of cross-country aggregate indicators and country-level diagnostics. Topics will include how policy makers and international aid organizations can make effective use of both levels of indicators for strategy and action planning. Because an important part of the audience will be from the private sector, the panel will also focus on the link between public and private sector and examine the role of the private sector as both producer and consumer of governance indicators, highlighting how this sector can best utilize indicators as a guide for business decisions. 

.

Moderator
Mr. Mark Nelson, World Bank Institute 

Speakers 

· Mr. Charles Oman, Author of OECD report, The Uses and Abuses of Governance Indicators 

· Mr. Philippe Darmuzey, Acting Director (General Affairs), DG Development, European Commission 

· Mr. Adelino da Cruz, Former Head of Mozambique's Commission for Private Sector Reform 

· Mr. Valentine Collier, Former Head of Anti-Corruption Commission, Sierra Leone

· Mr. Daniel Kaufmann, Director, Global Programs, World Bank Institute 

Context
Cross-country empirical evidence indicates that poor governance and corruption can be harmful for development. Further, corruption has a significant impact on the private sector, where bribery and poor quality of rules can constrain growth and affect investment decisions. These findings have led to the mushrooming of governance indicators by international investors and international aid agencies. As pointed out in the report The Uses and Abuses of Governance Indicators by Christiane Arndt and Charles Oman, decision makers are increasing seeking to quantify the quality of governance in emerging-market economies – based on the maxim that you can only manage what you can measure. 

Users of indicators must remember that measurement error is pervasive in all efforts to measure governance and investment climate. In their latest paper “On Measuring Governance: Framing Issues for Debate,” the World Bank’s Daniel Kaufmann and Aart Kraay point out that all measures of governance will ultimately be imperfect proxies for the dimensions of governance one really wants to measure. Governance itself is a concept that defies easy definition. Echoing other experts in the field, they point out that there are no silver bullets in measuring governance and that the links from governance to development outcomes are complex. 
The complex nature of governance poses a challenge to practitioners for the use of governance measures to monitor progress and inform policy decisions. This challenge can be managed to a degree by increasing awareness on the wide range of available governance indicators and helping users recognize and exploit the complementarities between alternative measures. Debate continues over the relative merits of “subjective” versus “objective”, and aggregate versus disaggregate indicators, creating a false sense of competition and exclusivity between the categories. Less attention has been paid to the complementarity of these measures and how each approach has significant merits as well as clear limitations. 
Aggregate indicators, such as the cross-country KKM index, have the advantage of providing broad country coverage and a useful summary of key governance components. They serve an essential signaling function which can create both demand for governance reform and a means of ensuring accountability among a country’s leaders. 
In-depth country data, by contrast, provide a key input into policy design and can empower citizens, enterprises, legislators, and reformists in government. The Governance and Anti-Corruption (GAC) Diagnostic Surveys developed by the World Bank Institute are an example of tools that can help countries collect the detailed information required to design specific action plans. The GAC surveys are tailored to address country priorities and consist of in-depth surveys of thousands of households, business people, and public officials about institutional vulnerabilities and quality of services. These instruments focus on experiential data (in addition to some perceptions data) so as to effectively quantify governance on the ground. 

Using data from both public service users (households and enterprises) and providers (public employees and officials) further permits the triangulation of data to improve consistency of the analysis. Because of the focus on experience rather than perception, these diagnostic surveys can reduce the politicization of the debate on concrete reforms in the area of governance.   
Questions:

1. Existing cross-country indicators such as those developed by the World Bank draw on a wide range of sources and measure a vast array of underlying factors. Yet, advocates for improved governance note that credible indicators on some critical components of governance—such as press freedom, media development, human rights and the extent of transparency across the world—have not been developed on a global scale or are available only from a limited number of sources. How can we speed the development of better indicators for these “missing pieces” of the governance puzzle? What other factors or components of governance do you think need to be measured?

2. For many years, donors have been calling for internationally accepted indicators for governance that can help guide aid and policy decisions. Yet, the search for so-called “objective” indicators has proved quite fruitless. Has this debate about indicators served as a diversion from the job at hand, that is, to get on with the serious work of addressing well-known governance weaknesses?

3. How does the private sector use data to guide its business decisions? What can the private sector do to improve the level of data available about the governance climate in developing countries? 

4. How can we strengthen the role of civil society, the media and non-governmental organizations in using indicators and monitoring governance?

5. What actions need to be taken by developing countries to build re the next steps on indicators, what actions can we take from here?






















































