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A global appeal for revenue transparency in the oil, gas and mining industries

It is widely accepted that if revenues from the extractive sectors were effectively and transparently managed, it could serve as a basis for successful growth and poverty reduction for resource-rich developing countries. However, because the state and other institutions that manage these resources are often, in practice, unaccountable to parliaments and ordinary citizens, revenues from resource extraction are disclosed neither by the governments nor the companies involved. This lack of accountability facilitates embezzlement, corruption and revenue misappropriation.

The Publish What You Pay (PWYP) campaign aims to respond to the mismanagement of revenues provided to many developing country governments by oil, gas and mining companies. The PWYP worldwide coalition of over 170 non-governmental organisations seeks to establish an international framework requiring extractive companies to publish net taxes, fees, royalties, and other payments made to government for every country of operation. 

The campaign focuses on all countries where natural resources provide a major proportion of state income, where corruption associated with state income is of concern, and where companies are not fully transparent about their payments to and transactions with national governments. Disclosure of payments information will allow civil society to more accurately assess the amount of money misappropriated by many governments and lobby for full transparency in local government spending. 

The campaign's objectives are fully consistent with, and a stepping-stone towards, internationally agreed objectives of promoting accountable government, corporate social responsibility, democratic debate over resource management, and energy security through a more sustainable operating environment.

The Foundations of Publish What You Pay

Following extensive investigations in Angola by Global Witness, a London based NGO, it became clear that the refusal to release financial information by major international oil companies aided and abetted mismanagement and embezzlement of oil revenues in the country. Their investigations concluded with a public call on the oil companies operating in the country to "publish what you pay”. It was also clear that the lack of transparency in the extractive industries was a significant problem in many other developing countries including Azerbaijan, Indonesia, Kazakhstan Nigeria and Venezuela.

The PWYP coalition was then founded and it was agreed that regulatory measures were the only effective solutions as voluntary efforts by the industry to address this problem had already failed. For example, when BP publicly declared its willingness to publish their payments to the Angolan government in 2000, the state-owned oil company Sonangol threatened to end its business interests in the country. Publish What You Pay was officially launched in June 2002, backed by George Soros and his Open Society Institute and other leading NGOs such as the Global Witness, the Catholic Agency For Overseas Development, Oxfam, Save the Children and Transparency International.

The Options for Revenue Transparency

The options under consideration to achieve the objectives of PWYP provide simple ways to implement revenues disclosure that bypass the need for any cumbersome new regulation. The coalition advocates for a requirement for payments disclosure to be incorporated into the rules for multinational companies listed on regulated markets (such as stock exchanges), adding a similar clause into International Accounting Standards, and requiring disclosure as a condition for all forms of financing and loans from international financial institutions, banks and Export Credit Agencies. This “cocktail” of mandatory mechanisms will have universal reach and apply to both multinational and state-owned enterprises to ensure a level-playing field for payments disclosure by all companies.

PWYP is not calling on companies to disclose commercially confidential information, but rather to publish the same basic data on net payments made to government and other public authorities, which they are required to disclose in many developed countries. Because individual companies might be put at a disadvantage by disclosing information others fail to reveal, voluntary disclosure is not a viable option. Yet all companies and the investment community would benefit from a level playing field if regulators required disclosure. Furthermore, it would enable them to address the risks to reputation arising from lack of transparency. 

The Response to Publish What You Pay

The G8 countries at the 2003 summit in Evian released a “Declaration on Fighting Corruption and Improving Transparency” that included a specific statement on the importance of transparency of natural resource revenues. The G8 commitment was a significant step; however, only a voluntary approach to disclosure was proposed, which will not deliver results everywhere it is most needed. Moreover, the G8 also committed to the aggregation of all company payments information, which masks individual revenue flows from public scrutiny. 

A group of 38 UK, European and American institutional investors has also given full support for transparency of company payments and government revenues. They state: “[The lack of transparency] is a significant business risk, making companies vulnerable to accusations of complicity in corrupt behaviour, impairing their local and global “licence to operate”, rendering them vulnerable to local conflict and insecurity, and possibly compromising their long-term commercial prospects in these markets.”
The UK Government-led Extractive Industries Transparency Initiative (EITI) is the most encouraging response by the international community so far to the problems of revenue transparency in developing countries. The initiative has pledged to consider both voluntary and mandatory measures to delivering its objective. However, at present there is no indication that the process will head down the latter track and it has unfortunately been weakened by the lack of business and political will in recent times to move forwards and implement real and positive change on the ground, which would be in everyone’s best interests. 

The Way Forward

Coalition partners throughout the world are being mobilised to contribute to the lobbying of key international stakeholders to demand a comprehensive, global and regulatory framework for the disclosure of payments made by all extractive industries. Within the confines of the EITI, the PWYP coalition will continue to press for mandatory measures to be incorporated into discussions between stakeholders. It is the coalition’s strongly held view that such mechanisms are the only workable solution to this problem on a worldwide scale and in the most corrupt resource-rich-but-poor countries where there are benefits in the lack of transparency for a few – and only continued despair for many millions of poor citizens unless adequate reporting measures are put in place and enforced. 
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