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Center for Economics between 2019 and 2022 to evaluate their attempts to deter corruption in a context

and Prospective of Science where the current government'’s Mexican public sector has been improving its capacity
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Autonomous University to fight corruption as the most critical problem. The research is designed to describe 12

of Mexico (UNAM), Ciudad PSl selected from the national level. Their innovativeness is measured through an IND-
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public value besides their use value. Corruption is measured based on the neo-institu-
tional approach on three axes: public—private relations, its organization, and the agents’
behavior. The question is to measure the impact of the innovations in deterring
corruption, which is estimated by the difference in magnitude between the current
and the previous one.

The findings are:

1. The neo-institutional theory highlights corruption-related aspects rooted in pub-
lic—private relations, however, complemented with social and management
approaches.

2. The INDICO index measures, based on a pre-established 10-point quantita-
tive maximum scale distributed between components on capacity -knowl-
edge of the service, training, design, peer evaluation through external links-
and on innovation results in public services—its legitimization through public
value, and its possible replication (diffusion), which an expert in the field of inno-
vation qualitatively evaluates.

3. The impact of the selected Public Service Innovations shows that there is a posi-
tive effect in reducing the level of corruption. The more systemic or institutional-
ized corruption is, the more difficult it is to develop effective strategies proving
their long-term value.

The PSls have been managed by the government'’s leadership founded on legiti-
mate authority, secured from the victory in the 2018 elections in Mexico, enabling it
to put forward its top-to-bottom anti-corruption program. A more extended period,
a group of experts, and more cases are desirable to assess PSI sustainability. However,
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the methodology could be extended to other contexts for policymakers or practition-
ers in public services and corruption.

Keywords: Public services, Corruption, Public—private partnerships, Innovation
metrics, Corruption metrics, Mexico

Introduction
The Mexican government inaugurated in December 2018 introduced discontinuities in
the goals and operation of Mexico’s public administration that can be classified as public
service innovations (PSI). This context of change called the 4th transformation,' offers
an exceptional opportunity to observe and analyze public policy innovations that are
now being introduced. From the academic point of view, this context could be regarded
as a public service laboratory because the government is designing and implementing
its public policy innovations in many areas and is therefore challenging theoretical and
methodological precepts that were the result of economic, administrative, social, and
political studies of innovations in public services.

However, the problem that the government has paid the most attention to is corrup-
tion. Consequently, it is noteworthy that a large part of the transformations is focused
on addressing this problem.

Corruption

In Transparency International’s Perception of corruption index, Mexico ranked 126th
out of 180 countries with a score of 31 in 2022 (Transparency International 2022). Its
lower score of 28 in 2018 could be attributed to Mexico’s General Law of the National
Anticorruption System (NACS), which came into force on 18 July 2016 and paved the
way for a constitutional amendment to tackle a problem that has plagued the country
for far too long. The impact of corruption costs Mexico 5% of its GDP per year (OECD,
2017).

“Corruption is generally defined as the abuse of public power for private gain” and is
seen in various types of corruption. Corruption is detrimental to the general welfare in
several ways. It harms society by reducing human capital, heightening inequality, and
lowering interpersonal trust. In the public sphere, it reduces investment, creates fiscal
instability, drains public resources, and exacerbates government illegitimacy (Rose-Ack-
erman & Truex, 2016, p. 59).

Corruption is a social order where exchange rules are based on arbitrary exclusionary
and favoritism relationships, instead of basing them on impersonal and impartial modes
of authority. Such an order can manifest itself in different levels from individual or col-
lective, and even institutionalized social behaviors, based on actions that disregard ethi-
cal principles and integrity (Sandoval Ballesteros, 2016; Stiglitz, 2012; Teorell, Seim, &
McMann, 2020).

! Mexico’s Fourth Transformation, 4 T, is, a priori, so called because it follows on from the previous three main and
deep historical transformations in Mexico (DOF, 2019): 1. Independence (1810-1821), which was won after 300 years of
Spanish colonial rule. 2. Reformation (1858—1861) that followed the civil war between liberals and conservatives when
the “Reform Laws” were passed that separated Church and State. 3. The Revolution (1910-1917), which sparked armed
conflict against the dictatorship of Porfirio Diaz. The 1917 Constitution, still in force today in Mexico, was promulgated
and the distribution of agricultural lands began.
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There are two leading economic theories used to analyze corruption. The first is a
microeconomic theory “emphasizing a cost—benefit calculus that structures individual
choices and decision-making processes” The second theory is “neo-institutionalism,
focusing on both the mechanisms that regulate interactions in corrupt exchange net-
works and the role played by formal and informal institutions to shape the social actor’s
expectations and beliefs” (Vanucci, 2015). There is a third social theory “emphasizing
how political culture affects individuals’ moral preferences and normative constraints,
which are shaped and transmitted within a particular political culture” (Vannucci &
Rios-Petrarca, 2020, p. 316).

Corruption is conceptualized with three axes: The Public—Private Partnerships (P-p
P), which is analyzed under the neo-institutionalism theory since it involves rules, which
generate costs arising from economic transactions as well as compliance costs. In Mex-
ico, the law governing Public—Private Partnerships was passed in 2012 by a neoliberal
regime to legalize the “gradual process of weakening the State” to advance business inter-
ests. However, these same interests are also represented inside the government, which
defeats the benefits or advantages of public value and instead favors private interests or
groups, whether nationals or foreigners, to the detriment of the general welfare (Wit-
ker, 2015). Those partnerships combine the worst of the “public” and “private” spheres
because they are neither privatizations in the strict sense, in which the business commu-
nity assumes risks and responsibilities, nor are they traditional public structures since
they do not have any accountability mechanisms (Sandoval-Ballesteros, 2015).

Another aspect under study is the organization of corruption, which involves collabo-
ration to infringe regulations. The organization of corruption is part of a relationship
between government centralization and the distribution of rents (Bussell, 2013). Then
the PSI has its own organization, but the organization of corruption influences it.

Moreover, the third axis is the behavioral perspective of social construction and inter-
nalization of social norms and the ethical values that underpin the actions of social
agents that could help us understand corrupt behavior, which involves quantitative as
well as qualitative issues of inter- or multi-disciplinary economic analysis (Muramatsu &
Bianchi, 2021).

Public service innovation (PSI)

Public Service Innovation, PSI, focusing mainly on social welfare, is defined as the crea-
tion and implementation of new processes, products, services, and delivery methods, or
their discontinuity, that involves the participation of organizations, suppliers, and clients
(Moore, Sparrow, & Spelman, 1997; Mulgan & Albury, 2003; Osborne & Brown, 2005;
Bason, 2005; Osborne & Brown, 2013; Mazzucato, 2014).

PSI was conceptualized as part of an evolutionary process from a firm’s technological
vision, including service innovation. Then, recently, it expanded further and began to be
applied to the government. Along this path, major public sector reform movements like
New Public Management (NPM) and e-government emerged (de Vries et al.,, 2015) as
potential sources of innovations. This movement tried to overlap with the Traditional
Public Administration (TPA), which features bureaucratic behavior, hierarchical coor-
dination modes, and formal political control of processes. By contrast, NPM introduces
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market logic, competition, and new management styles in public administration in
which citizens are approached more as customers. A further step was taken by New
Public Governance (NPG), which refers to horizontal and networked governance struc-
tures and public—private relationships in collaborative innovation (Desmarchelier et al.,
2019).

The evolution of theoretical perspectives in studies of service innovation began with
assimilation, demarcation, inversion, and integration/synthesis; each stage “throws light
on particular issues confronting public service innovation, and ... in this sphere is highly
diverse” (Djellal et al., 2013). This diversity is constellated by “Public—Private innova-
tion Partnerships” and “collaboration with civil society” themes; the private (profit,
non-profit) approach by “social entrepreneurship”; and themes relating to “co-crea-
tion, co-production processes’, in which innovation happens at all levels and through
all actors (Merlin-Brogniart et al., 2022, p. 9 Table 2). In big innovation projects, “the
private sector finds the courage to invest only after an entrepreneurial state has already
made the high-risk investments” (Mazzucato, 2014, 2017).

Three ideas are proposed for innovation in public management at the individual and
organizational levels (Moussa et al., 2018): (1) leadership behaviors that have a positive
effect on innovation; (2) an organizational climate and organizational culture that posi-
tively impact innovation; and (3) barriers (e.g., poor communication, lack of resources,
workplace politics) that have a negative influence on innovation.

Focusing on Mexico, the two lines of research have been combined: public service
innovation and the characterization of corruption.’

Methodology
What is the impact of Mexico’s PSIs on deterring or diminishing corruption?
To answer this question, some types of corruption are proposed, which can be scaled

in the following section.

2 Combining innovation with corruption is in line with the recommended future research agenda on PSI (de Vries, et al.,
2015).
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Corruption typology
Corruption is first classified based on two axes that define its domain. The first axis is
public—private relationships and their degree of corruption, depending on how clear or
blurry (fuzzy) they are. The second axis is the degree of the agents’ organization to per-
petrate corruption and whether participation is individual or collective (Fig. 1).

From two axes, black and blue, four types of corruption can be described as follows

(Fig. 1):

1. Casual: Corruption occurs in isolated cases. However, formal and informal rules
(cultural and social norms) operate so that they punish acts of corruption. As a
result, casual corruption only occurs casuistically or opportunistically.

2. Organized corruption occurs when agreements are reached between companies or
individuals to engage in corrupt practices, but the public sector does not take part
and continues to penalize them. If there is collective participation, the cultural norms
partially approve of corruption. This type of corruption involves illegal associations
and embezzlement.

3. Corruption agreements: Such agreements blur the line between public and private
relationships to favor a private entity by granting advantageous conditions with
some gain to the civil servant involved but to the detriment of the collective welfare.
While it remains at an individual level (e.g., agreements between a civil servant and a
firm’s executive), the rules are general to do not validate this behavior. Therefore, this
behavior is divided into extortion* and public-office corruption.®

4. Institutionalized or systemic corruption is an extreme and broad example of cor-
ruption in which the rules allow its replication as legal or simulating legal behavior.
Laws are passed to favor people and constitute social or collective behavior. A formal
differentiation is made between public and private relations, but their purposes are
interwoven with systemically corrupt practices. In this context, private agents can
choose what roles to play and how they play them.® This type of corruption includes
the two levels of white-collar crime and institutional (rules) agreements.

Second, the behavioral axis, which captures the degree to which the agent’s decisions
deviate from or adhere to the rules, is added. This axis is then divided into two levels:
normal or standard, and abusive.

To sum up, these three axes, based on independent variables, allow an upright picture
of corruption: (1) public—private relationships that move from one stage of formality and
real differentiation to another stage in which the relationship is still formal but, in reality,

3 “The theory of individual utility maximization postulates quite simply that an individual will be involved in corruption
if the benefits associated with the act are expected to outweigh the costs” (Soreide, 2014).

4 Extortion, the practice of obtaining something, especially money, through force or threats.

° Corruption in Public Office works through the routine function of office, rather than through transgression of norms
(Thompson, 1995).

® This institutionalized level of corruption corresponds to “systemic corruption and not sporadic in the networks of
actors involved in a careful division of tasks, specialization of functions and development of the skills required for the
exercise of designated functions” (Vannucci and Rios-Petrarca, 2020). “Systemic corruption refers to the inner function-
ing of the system as a whole, independent of who occupies the places of power” (Vergara, 2020). In the moment that cor-
ruption is normalized, institutionalized, and becomes systemic in an organization or in a group of organizations, these
three dimensions will be present recreating themselves. (Arellano Gault, 2017).
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Table 1 PSlinnovativeness—INDICO index components: maximum values*

Public service innovation (PSI) Capacity Results Total
«Innovation selected 06 14 2
- Adaptations and replicas, which are possible outcomes 1 1

- Impact either on the public's and/or users'values, or resources and interests 0.6 14 2

- Depth of knowledge required for its creation, but also for its implementationand 0.6 04 1
delivery

- Design capabilities (R&D) 1 1

« Co-value: Collaboration (entailment) as co-creation and co-production (including 1.5 0.5 2
its delivery)

« Education degrees at the beginning of the innovation and training during its 0.7 03 1
creation

Total 5.0 50 10

*The maximum value for innovativeness is 10. Consequently, each component has a number less than or equal to the
maximum value depending on the PSI

Source: the author

tends to be fuzzy or is ignored; (2) the agent’s association or organization, ranging from
individual to collective; and (3) the agent’s behavior and how it relates to standard or
abusive corruption within the rules.

As has been proposed, there are two sub-levels per axis, which makes a potential set of
8 (2%) corruption types in all.

Third, to refine, a further breakdown is introduced to divide each corruption sub-
level into three corruption scales, resulting in 6 scales per axis. Consequently, there are
potentially 216 (6%) corruption classifications (see Table 3).

INDICO index

An INDICO (innovation, diffusion, co-value) index is applied” to measure the inno-
vativeness of each selected public innovation. This PSI Index considers a metric of 7
related innovation parameters relating to capacities and results. The PSI Innovative-
ness is calculated on the distribution of a maximum of 10 points (distributed between
5 to Capacity and 5 to Results), as follows (Table 1):

Hypotheses
Based on this methodology, the following hypotheses are formulated:

H1: The higher the degree of innovation, measured by the INDICO index, the bet-
ter the expected results in reducing corruption (See Result 3.3.1).

H2: When corruption operates at the systemic or highest institutionalized level,
more complex prescriptions must be applied longer to deter corruption signifi-
cantly (Result 3.3.2).

Systemic or institutionalized corruption depends on the deeply embedded level,
making eradicating it more difficult. However, it could also be a more complex issue,

7 The PSI INDICO is an adaptation from a former development to measure the innovativeness of private technology
firms (Corona et al., 2006).
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such as corruption linked to other national and international phenomena. For exam-
ple, insecurity in Mexico is related to drug and liberal arms trafficking, and migra-
tion, which even could increase or diversify with some isolated or partial prescript
innovations.

Results

The main objective is to develop a methodology to connect public intervention’s innova-
tiveness to deter corruption. Therefore, the selected 12 Mexico PSI and their place in the
public goals are described first.

Second, the INDICO index is applied to evaluate PSI innovativeness. The PSI corrup-
tion measure is done by assigning a scale on each of the three axes and then calculating
the hypotenuse value. The difference between the corruption values before and after the
PSI gives the gaining in corruption for each PSI.

Third, a statistical regression shows the impact of the PSI INDICO on the anti-corrup-
tion gain. Therefore, given the result of the hypothesis.

PSl cases
The 12 innovations’ identification, analysis, and documentation describe their impacts,
risks, and sustainability in Mexico 2019-2022 (Table 2).

The source for innovation derives from the implementation of PSI in a way that con-
trasts with how services were provided in the past, i.e., during the “neoliberal” economic
model, which ran from the 1982 crisis until at least 2018, to achieve “a minimal state”
with less intervention, to grease the wheels of market forces.?

Certain cases of PSI are documented with a focus on the following issues: diagnostic
problems, solutions and the involved agents, impacts (on the public and users), and co-
value (intrinsic/extrinsic).

Considering that the scope of innovations is part of the government’s broader main
goals, they are grouped into: well-being, reducing unequal distribution, justice, democ-
racy, honesty (absence of corruption), and sovereignty (Table 4).

PSlinnovativeness

To measure the innovativeness of the PSIs, the INDICO index is applied to each Mex-
ico case, evaluating its impact on corruption before and after the PSI. The difference
between them is the anti-corruption gain (see Table 3). This analysis considers the co-
value incorporated by different users of the public innovation during the understanding
and improvement of its operation.

PSl impact on corruption
To sum up, the following questions and answers related to the hypothesis can present
the results.

8 In political science, functionalist explanations state corruption can “grease the wheels” to get things done. In this view,
corruption quickly cuts through burdensome regulatory requirements, distributes resources, and generates economic
growth. This logic has been extended to non-investors in a neo-functionalist argument, arguing that corruption can be
viewed as a form of “problem-solving’, a useful way of dealing with people’s problems (Dupuy and Neset, 2018).
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Table 2 List of the 12 public service innovations

Number Public service innovations

1

Welfare Bank (Banco del Bienestar)

The Welfare Bank has the direct financial objective of including the portion of the population that is
beyond the reach of commercial banking. The means to achieve that is by distributing resources from
the government’s social programs. An indirect objective, necessary for the bank is to expand the use
of the internet to include this population that does not yet have access to digital services

The first 250 branches began operating throughout the country in September 2021 (first phase). On
March 16, 2022, the inauguration of the second phase was announced, with a goal of 2700 branches
throughout the country

Social Security Welfare (IMSS)

The Social Welfare Insurance (IMSS) offers free health services to the population that does not have
social security coverage, especially in remote or difficult-to-access areas. In other words, anyone
without social security coverage will have access to healthcare services, including those affiliated with
Social Security, ISSSTE, or Popular Insurance (Seguro Popular). Through an agreement with the state
governments (15 out of the 32 states have so far signed up), an initial assessment is conducted of the
state’s health personnel (doctors, nurses, and support staff) as well as facilities and equipment. The
service will be permanent and basic staff will be available

PSI—Presidential Daily Press Conferences “Mafaneras”

This PSl is a forum of presidential press conferences attended by journalists and invited government
officials. They start at 7 a.m., from Monday to Friday, and last around two hours. The agenda features:
1. Government reports on: Who is who in the prices; The pulse of health; Who is who in fakes news;
Zero impunity; progress of big public works; and others

2. Open questioning by journalists from international, national, and local media relating to current
issues and topics in the news

3. Reports from the Mexican press, alternating between national and local media outlets

PSI—Young People Building the Future (Jévenes Construyendo el Futuro)

This PSI provides training opportunities for young people from 18 to 29 years old who are not study-
ing or working to become apprentices by means of a platform that links them to firms, institutions,

or organizations that act as tutors. The companies agree to provide on-the-job training to the young
apprentice for 12 months. The apprentice receives a monthly government stipend of MXN 4310 (USD
215), plus medical insurance against iliness, maternity and work risks. Both the tutor and the appren-
tice must carry out monthly evaluations of each other’s performance. The apprentice may be hired by
the firm or he may change jobs only once, either by his own choice or by decision of the work center

The School is Ours (La Escuela es Nuestra)

This innovation consists in directly handing over the management of resources to the CEAP commit-
tees (Comité Escolar de Administracidn Participativa) whose members are the pupils’ parents, to oversee
the maintenance of their school

This innovation focuses on the direct delivery of public grants, tabulated according to the number of
children, to the CEAPs

The CEAPs receive resources from the federal government and decide how to use them in accordance
with their priorities to improve the infrastructure of public schools at the early, preschool, primary and
secondary education levels in their different modalities and the learning communities of the National
Council for Educational Development (CONAFE)

Sowing Life (Sembrando Vida)

The objective is “to contribute to social welfare through sufficient income, to promote food self-suffi-
ciency, the reconstruction of the social relationships and the inclusion of peasants in rural localities to
make the land productive!

The target population are inhabitants of rural localities whose municipalities have medium, high and
very high levels of social backwardness, or who have incomes below the poverty line (USD 143 per
month*), and who have 2.5 hectares available to be worked in an agroforestry project

The beneficiaries are given monthly economic support of MXN 5,000 (USD 250), as well as the material
for agroforestry production (plants, supplies, tools), from which MXN 500 (USD 25) is set aside for a
family savings and welfare fund. Agroforestry technical advice is also provided to Peasant Learning
Communities

Consolidated international drug purchases

This initiative consists of the purchase of medicines through INSABI and UNOPS (previously carried
out only by IMSS) in which the principles of fair and equitable public management will be applied,
through international and national public tenders. UNOPS will promote equal opportunity for all
companies, implementing transparent, efficient and sustainable procurement processes

Through this project, INSABI and UNOPS seek to support the reinforcement of the National Health Sys-
tem and promote the well-being of the Mexican population within the framework of the Sustainable
Development Goals (SDG) and the 2030 Agenda
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Table 2 (continued)

Number Public service innovations

8

Fuel theft (huachicol)

The objective here is to reduce the clandestine theft of oil and gasoline, which has grown significantly.
Thieves siphon oil pipelines, bribe employees and intercept fuel tank trucks
This innovation requires the following coordination and focused efforts:

1) Boosting the deployment of armed forces

2) Collaboration between different institutions and levels of government: PEMEX and the armed
security forces (Secretary of National Defense, Secretary of Public Security) via their federal and state
representations

3) Allocation of military resources to protect PEMEX oil pipelines and transport routes

4) Some suspects involved in theft or collaborating have been arrested, bank accounts have been
frozen, and properties have been confiscated

Renegotiation of energy-related contracts with Pemex and CFE

The 2013 energy reform expanded the scheme of electricity own-generation and those involved
could be registered or migrated to the category of ‘qualified users” These companies that generate
their own electricity were also given access to a preferential or lower cost rate for so-called “carrying”
or'green carrying’, for the generation of electricity using wind and solar technologies. In addition, the
CFE, a public enterprise, has been transferring resources via low transmission tariffs and allowing other
large business chains such as OXXO, Banking, etc, to receive a share of those subsidies if they are
associated users of the companies that generate their own power

As the Mexican president’s proposed 2022 electricity counter-reform failed to pass because it did not
receive absolute majority backing in congress (two-thirds of all votes cast), the government is now in
the process of renegotiating case-by-case the contracts that are receiving subsidies from the CFE

Alternative to a wholesale power market (CFE)

The main objective of this innovation is for the CFE (Federal Electricity Commission) to own a 54%
share in the country’s total energy generation by 2024, up from 38% in 2020. According to the CFE
(2022), this innovation will guarantee the country’s energy security, while maintaining the value chain
in the electricity sector deemed a strategic area under state control, with the purpose of offering fair
rates that do not rise above inflation. One important change is that hydroelectric generation from
dams is now considered green energy, which was not the case in the 2013 energy reform. Therefore,
there is an upsurge in investments to modernize dam turbines and to invest in new ones

Also, an investment fund with its own resources from current and future profits of its subsidiaries is
being considered. The construction of eight new power plants (six combined cycle plants and two
turbo gas plants) between 2020 and 2024 will boost investment. Approximately 64 billion Mexican
pesos (USD 3.2 billion) will be allocated to their construction (IMCO, 2021). However, as the counter-
reform bill did not pass in congress in 2022 because it did not receive the votes of two-thirds of repre-
sentatives as required, it is expected that the CFE's share of power generation will be less than 54%

Power transmission tariffs (CFE)

The objective is to encourage competition on an even playing field between the CFE (Federal Electric-
ity Commission) and the companies generating their own power supply

New carrying rates are established for different rate levels: high (MXN 0.27857 per Kw/h), medium
(MXN 0.25865 per Kw/h) and low (50.089284 per Kw/h). In addition, tariffs are established for the trans-
mission of renewable energies, differentiated according to the aforementioned voltage levels

The target population are the 303 private generating plants which are associated with 70,318 partners
(electricity buyers), which distorts the model of own-supply and energy cogeneration. Previous tariffs
included the use of the CFE's transmission network without paying the transmission costs, causing
losses of around 7.5 billion Mexican pesos per year

The long-term beneficiaries are the final consumers of electricity, since with the minimization of losses
for the CFE, it will be able to invest in the grid’s modernization (Garcia, 2020; Rodriguez, 2020)

Expansion and modernization of the national oil refining system (Pemex)

The modernization of refineries is part of Mexico's energy self-sufficiency plan with the aim of increas-
ing refining capacity through the renovation of its six refineries owned by Pemex. The total budget

is USD 1.1bn for the following refineries: Salina Cruz, Oaxaca (90%), Tula, Hidalgo (89%), Cadereyta,
Nuevo Ledn (75%), Minatitlan, Veracruz (71%), Salamanca, Guanajuato (67%), and Madero, Tamaulipas
(33%) (Increase up to 2021)

In addition, the Olmeca refinery in Dos Bocas, Tabasco, is in the process of being built (USD 8 bn, 72%);
and full ownership (51%) of the Deer Park refinery in Huston Texas has been acquired from Shell

Source: Elaboration based on public sources

*These are localities that have a social backwardness index that ranges between 0.126 and 6.827. The index, which is
calculated by the National Council for the Evaluation of Social Development Policy in Mexico, measures 11 indicators related
to education, health, basic services, housing quality and spaces (CONEVAL, 2020)
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What is the impact of innovations on the fight against corruption?
Public and user values will be assigned to each PSI case to evaluate their impact on
reducing or increasing corruption.

The innovativeness values (INDICO index) of the 12 PSI cases ranged from a mini-
mum of 2.74 to a maximum of 5.79, while the gain in anti-corruption ranged from 1.72
to 6.65 points (see Table 4).

Consequently, the regression analysis proves that public service innovations have a
neutral, instead of a positive, effect in diminishing corruption (H1).

A positive impact of innovation on anti-corruption gain is obtained with a quadratic
function, but with a low level of explanation:

Y=—3.40+3.28 X — 0.34 X} R*=0.22

t Stat (— 0.70) (1.58) (— 1.60)

P value (0.50) (0.15) (0.14)

Hence, two other variables have been added to the regression analysis: The institution-
alized embeddedness of corruption (X1) and the public and social support for the PSI
(X2) (Table 3) (Figs 2, 3).

Y=—145+0.61 X+0.43 X1+ 1.04 X2, R*=0.64

¢ Stat (— 0.76) (2.28) (3.77) (0.59)

P-value (0.47) (0.05) (0.005) (0.57)

So, we can conclude that Social Support (X2) and public awareness of systemic cor-
ruption (X1) are needed in addition to the PSI (X). The marginal impacts on the anti-
corruption gains (Y) are 1.04 for systemic corruption, 0.61 for the PSI, and 0.43 for
social support. Accordingly, with the t Stat, the social support (X1) can better explain
the anti-corruption gain; then is innovation (X), and finally, the level of institutionaliza-
tion of corruption (X2). Therefore, considering that this is an important variable, and
since there are only 9 degrees of freedom, its statistical test with a higher PSI number is

pending.

How does the PSI’s initial application affect the level of corruption?

When the level of corruption is higher at the beginning of the PSI application, it is
expected that more complex solutions will be needed, and the impact on corruption will
be uncertain (H2).

Therefore, we will examine below the three PSI cases with the highest level of corrup-
tion in the three axes (P-P corruption, Organization, and Behavior) at the beginning of
the PSI application. The maximum corruption is 18 points, as each axis has a maximum
of 6 points (see Table 3).

« 8. Fuel theft or “Huachicoleo”

It had a maximum corruption level (Fig 1), a score of 18 points. The anti-corruption
gain is 6.65 points, the highest of all the 12 PSIs (see Table 3).

The innovation consisted of the deployment, at the same time, of a large contingent
of soldiers and civil guards to watch over oil pipelines and cut off oil supply, thereby
drastically diminishing the exposition of oil to crime. This action had nationwide and

9 The PSI is listed with their identification numbers in Table 2.
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significant negative impacts on the oil supply to consumers. Military surveillance was
coupled with gasoline transported by trucks to service stations. Although the end
users were not consulted, they did accept the temporary but harsh collateral effects
of gasoline shortages. Until 2022 fuel and gasoline theft was stable at around 3-4% of
the initial losses, as few criminal groups continued to operate.

+ 7. Internationally consolidated drug purchases

The score at the beginning of the PSI intervention is 16 points. The anti-corruption
gain was 4.69 points (see Table 3).

To eradicate institutional corruption, a strategy was devised to move from a cor-
rupt national delivery system to an international call for tenders from pharmaceuti-
cal firms selected by the United Nations Office for Project Services (UNOPS). This
change did away with entrenched corrupt practices in which 10 big commercial com-
panies held 80% of the market. However, there were some shortages of medicines,
which led to social protests for the scarcity of childhood cancer drugs.

+ 11. Power transmission tariffs; and 9. Renegotiation of energy contracts with
Pemex and the Federal Electricity Commission (CFE).

Both cases had 15 corruption points before the PSIs, and the anti-corruption gain is
4.54 points (Table 3).

Since 1992, Mexico has allowed large companies to generate their energy supply.
On the supposed target of producing energy at a lower cost than that supplied by
the CFE, to compete on the world market and under the rules of the 1994 Free Trade
Agreement (FTA). In 2010, these companies with their private power supply were also
granted a preferential or lower cost rate for the so-called “green carrying” Mexico’s
2013 electricity reform expanded the scheme so that those who generate their elec-
tricity supply could be registered or be migrated to the group of “qualified users” The
CFE has been transferring resources via low transmission tariffs and allowing other
large business chains without direct power generation to receive a share of those sub-
sidies if they are associated as users of the energy-generating companies.

The PSI proposed a 2022 electricity reform bill that failed to pass by Congress
(because it did not garner an absolute majority in Congress, two-thirds of total votes).
Then, the Mexican government is renegotiating case-by-case the CFE supply con-
tracts receiving subsidies.

As a result, given a high level of initial corruption, mainly institutional corruption,
another variable to deter corruption is to have broad public support from users and
other agents, depending on how embedded the corruption is in the institutions and soci-
ety.!? Also, the PSI would expected to substantially diminish the transaction costs (Disch
et al.,, 2009, p. 55).

10 “Civil-society groups can be an important source of support, helping citizens resist corrupt demands and push for
systemic reform. Social media, too, can serve as a platform for reformers and concerned citizens and provide a means to
encourage whistleblowing and investigative journalism (Rose-Akermann, 2018, p. 109).
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Table 4 Impact of PSI on corruption

INDICO Corruption
Capacities Results INDICO Efficiency Before 2018 After 2021 Anti-
Corruption
gain
Goals Number  Public service C R C+R R/C 1. 2. (h1)-(h2)
innovations hypotenuse hypotenuse
(PSI) (**) (%)
Well- 1 Welfare Bank ~ 3.01 2.77 5.78 0.92 5.83 1.73 4.10
being Social Security 2.60 157 417 0.60 735 424 311
Welfare (IMSS)
Democ- 3 President’s 227 317 544 140 825 332 493
racy Daily Press
Conference
("Mafaneras”)
Dimin- 4 Young People  3.59 353 7.2 0.98 520 173 346
ishing Building the
inequality Future
5 The Schoolis  2.52 1.64 4.16 0.65 6.40 173 467
Ours
6 Sowing Life 3.03 276 579 091 4.69 1.73 2.96
Honesty 7 Internationally 2.26 1.96 422 0.86 9.38 4.69 4.69
consolidated
drug purchases
8 Fuel theft (Hua- 2.19 2.02 4.21 093 10.39 374 6.65
chicoleo®)
9 Renegotiation 1.59 1.52 312 0.96 8.66 412 4.54
of energy-
related
contracts with
Pemex and
CFE (Electricity
own-supply)
Sover- 10 Alternative to  2.02 0.73 2.74 0.36 7.55 583 1.72
eignty awholesale
power market
(CFE)
1" Power transmis-2.17 147 3.64 0.67 8.66 4.12 4.54
sion tariffs (CFE)
12 Expansion and 3.05 1.61 4.66 053 7.68 412 356
modernization
of the national
oil refining sys-
tem (PEMEX)
Ranges 5.79 1400.36 6.65
(max, 2.74 1.72
min)

Source: The author

(*) “Huachicol’, in Mexico, used to mean the adulteration of alcoholic drinks. Today it refers to the illegal acts of stealing and
selling oil or gas

(**) Hypotenuse calculated based on Table 3 data (a®+b?+c?) /2

Discussion
The findings of this article can be presented as follows:

1) The neo-institutional theory sheds light on aspects of embedded corruption in pub-
lic—private relationships, whether formal or informal. Its main concern could be that
systemic corruption increases transaction costs. However, the societal and adminis-
tration perspectives are necessary to gain an effective diminishing of corruption.
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Fig. 2 12 ISP, impact on anti-corruption gain

2) Metrics: An Indico index adapted from technology firms to PSIs was used to meas-
ure their innovativeness. For the level of corruption, three axes (P-P partnerships;
corruption organization; and corrupt behavior) were evaluated, dividing each axis
into a higher and lower-case corruption. Each case is further deployed on three levels
generating 216 possible values.

3) Context: Mexico’s present government (2018—2024) has established an anti-corrup-

tion program containing a myriad of PSIs, from which 12 have been selected from
2019 to 2022.
PSI selected are implemented from top-to-bottom to tackle the institutionalized
corruption in the public and private sectors. However, this approach could be com-
plemented with bottom-to-top innovations, fostering an intrapreneur environment.
“Intrapreneurship is a process whereby employee(s) recognizes and exploit oppor-
tunities by being innovative, proactive and by taking risks” (Neessen et al., 2019),
located in public organizations to generate public value and get better service perfor-
mance.

4) Results: The impact of the PSls in deterring corruption has been estimated. How-
ever, regression needs other variables to obtain anti-corruption gains: the degree of
institutionalization and social support of the PSI. Also, a larger number of PSI will
perform better statistical results.

Conclusions

Mexico’s government, since 2019, has assigned the highest priority to fighting corrup-
tion. Its strategies are based on universal values of sovereignty, honesty, equality, democ-
racy, and well-being.'!

A methodology is developed and applied to measure the PSI’s innovation and its
impact on reducing corruption during the government of Mexico 2019-2024. This
methodology could be applied in other contexts but considering its characteristics. For
example, an important aspect not sufficiently explicit in this article is the leadership of
the Mexico group in power to build and apply anti-corruption strategies.

11 “Successful political/economic systems have evolved flexible institutional structure that can survive the shocks and
changes that are a part of successful evolution. But these systems have been a product of long gestation. We do not know
how to create adaptive efficiency in the short run (North, 1994, p. 367).
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Fig. 3 Impact of INDICO, Institutional corruption, social support

The innovativeness of the 12 PSI from the statistical point of view has no impact on
diminishing corruption (hypothesis 1); therefore, the innovativeness is complemented
by the degree of corruption institutionalization and by adding specific social support.
Then innovativeness, institutionalized corruption, and social support positively impact
the anti-corruption gains.

The more prevalent systemic or institutionalized corruption, the higher the cost of
time and resources needed to reduce it. Social support from users is necessary since the
institutional and cultural apparatus supporting corruption must be transformed.

Page 16 of 19
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Developing effective strategies to demonstrate their worth over the long run is more
difficult. Such is the case of the PSIs, Fuel theft, Enhancing drug public purchasing inter-
nationally, and Power transmission tariffs, which before the PSIs had the highest corrup-
tion index (Table 3).

Therefore, the validation of the hypothesis implies that: (1) the type and complexity of
PSIs to fight institutionalized corruption require coordination with the relevant agen-
cies, along with systemic strategies; (2) PSI innovativeness must be greater to deter insti-
tutional corruption and (3) the sustainability of the anti-corruption gains could be tested
in the long run using a follow-up of the institutional changes and disrupted innovations.

Even if corruption occurs at the individual level, its reduction (or elimination) would
require greater scale costs because preventing and controlling isolated cases is expen-
sive (Graf Lambsdorff, 2015).

One important and positive aspect of the government’s anti-corruption strategy is that
public corruption savings fund social programs and big infrastructure projects.*

The overlooked corrupt public—private partnerships to separate the economic inter-
ests from the public values will require regulations of standards and specific rules to
obtain corruption-free impacts. This challenge requires permanent public and social
monitoring to separate economic interests from political goals. This opens new lines
of research in which public service innovations, PSI, described in the framework of the
evolutionary economic theory, is accompanied by institutionalist theory, mainly rules
and incentives to prevent and punish, and the evaluation of transaction costs of corrup-
tion, as well as the management, particularly on the role PSI leadership, and the analysis
of the social approach of corruption.
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