
Many resource-rich countries have failed to convert their natural 
wealth into sustainable, broad-based and long-term prosperity. 
This article examines the Extractive Industries Transparency 
Initiative (EITI), as a global platform which aims to contribute to 
economic development in resource-rich countries through facilitating 
greater accountability for revenues from natural resources.

Through the looking glass: 
the role of the Extractive 
Industries Transparency 
Initiative (EITI)  
in sustainable resource 
development
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Globally, almost 70 per cent of people 
living in extreme poverty are in resource-
rich countries, while almost 80 per cent of 
countries whose economies have historically 
been driven by resources have per capita 
income levels below the global average. 
Trend data show that in more than half of 
these countries per capita growth rates are 
failing to catch up with the rest of the world, 
despite having an abundance of resources.1 

Many of these nations face a “resource curse”, 
which condemns them to having lower rates 
of economic growth and worse development 
outcomes than countries with fewer natural 
resources. Thus, the challenge for resource-rich 
countries facing such a curse is to translate 
revenues from resource endowments into 
structures and programmes which can promote 
stable economic growth. The existence of this 
curse has given birth to a number of initiatives 

aimed at identifying the reasons for that 
phenomenon and, most importantly, mapping a 
path for converting the curse into a “blessing”.  

This article will focus upon one particular 
initiative within the resources sector, which aims 
to contribute to broader and more sustainable 
economic development among resource-rich 
countries facing the resource curse, through 
facilitating greater accountability for resources 
sector revenues and their expenditure by the 
state. The Extractive Industries Transparency 
Initiative is founded upon the understanding that, 
by working in coalition, governments, companies 
and civil society can greatly improve the situation 
of citizens of resource-rich countries through 
more open and accountable management 
of revenues from natural resources. Greater 
openness around how a country manages its 
natural resources wealth is essential in ensuring 
that these resources can benefit all citizens.
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Developing countries 
with an abundance of 
natural resources are 
often affected by the 
“resource curse”.

It has been estimated that the cumulative 
investment in resource infrastructure in 
resource-rich, lower-income countries to 
2030 will surpass US$ 2 trillion. If this 
investment is effectively managed, in a 
transparent, sustainable and accountable 
way, the revenue flows and returns from this 
investment have the potential to lift 540 million 
people in those countries out of poverty.2 

Institutional governance and 
opaque revenue flows

One of the main reasons for subdued economic 
development in resource-rich countries 
is poor institutional quality. A low level of 
development of state or local institutions is 
common to countries with an authoritarian 
form of government, with inadequate checks 
and balances to moderate competing claims 
on the state’s wealth and power. Insufficient 
control in state administration (especially in the 
natural resources sector), a lack of transparency, 
and poor institutions often lead to corruption 
and the misallocation of public funds. 

The Transparency International (TI) Corruption 
Perceptions Index 2013 reveals that countries 
that compromise on democratic governance and 
values rank poorly in the Corruption Perceptions 
Index, which indicates that their public sectors  
are perceived as highly corrupt.3 In addition, the 
TI Bribe Payers Index 2011 portrays the natural 
resources sector as one of the sectors that 
is most susceptible to bribes (mining ranked 
15th, and oil and gas 16th, out of 19 sectors).4 
This index explains that this is mainly because 
the extractive sector is characterised by high-
value investment and significant government 
involvement and regulation, both of which 
provide ample opportunities for corruption.  
Administration and regulation of the sector 
require state officials to make decisions with 
respect to the use and ownership of a country’s 
resources. When institutional control is poor, law 
enforcement is discretionary, and transparency 
is low, this can lead to rent-seeking practices, 
unethical behaviour and, ultimately, the failure 
of the benefits of exploitation of national 
resources to flow beyond a small elite group. 

In order to address these concerns, many 
countries have introduced policies targeted at 
tackling corruption and increasing transparency 
of revenue flows to and from resource 

companies operating locally or overseas. The 
advanced economies recently began to take 
this issue seriously, with the United States 
being among those at the forefront of the 
transparency initiative with the adoption of 
the 2010 Dodd-Frank Act (the Act),5 which 
requires disclosure of payments made by 
oil, natural gas and mining companies to 
foreign governments. As envisaged by the 
Act, in August 2012 the US Securities and 
Exchange Commission (SEC) adopted rules 
that required each SEC-reporting resource 
extraction company to publish an annual report 
disclosing any payment made in connection to 
the company’s commercial activities abroad.6 
However, the US resources industry filed a 
claim arguing that the proposed rules requiring 
such public disclosure were anti-competitive 
and would create detrimental consequences 
for investors. On 2 July 2013 the Washington 
DC District Court vacated the SEC Rules on the 
grounds that the SEC’s interpretation of the Act, 
especially the requirement for public disclosure, 
was too onerous on US companies operating 
abroad. The Dodd-Frank disclosure requirement 
remains unaffected by this setback, although 
its implementation has been delayed. The 
SEC is currently revising the text of its Rules, 
which will determine the level of disclosure 
required of US companies in the future.  

Europe has demonstrated its equal commitment 
to revenue transparency, with the adoption of 
far-reaching disclosure obligations contained 
in the 2013 European Union (EU) Accounting 
Directive,7 which obliges companies to disclose 
payments made to foreign governments 
in excess of €100,000 in a financial year. 
Companies must disclose all material payments 
they make to governments (“country-by-country 
reporting”) as well as in relation to  projects 
(“project reporting”). The Accounting Directive 
applies to all EU listed, and large unlisted EU-
incorporated, companies that are active in the 
extractive industries.8 Among the strengths 
of the Accounting Directive is that it allows 
for very limited exemptions and, in particular, 
disallows any exemption where such disclosure 
would amount to a breach of local law or of the 
underlying contract or licence.9 Additionally, a 
draft EU Transparency Amendment Directive 
is expected to be adopted, which would 
complement the application of the Accounting 
Directive and require the resource industry 
to adhere to strict transparency standards.  
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Greater openness 
around how a country 
manages its natural 
resource wealth is 
essential in ensuring 
that these resources can 
benefit all citizens.

Table 1. Extractive Industries Transparency Initiative countries 
Country Status 

Countries where the EBRD invests
Albania EITI Compliant Country 

Azerbaijan EITI Compliant Country 

Kazakhstan EITI Compliant Country 

Kyrgyz Republic EITI Compliant Country 

Mongolia EITI Compliant Country 

Tajikistan EITI Candidate Country 

Ukraine EITI Candidate Country 

Other countries 

Afghanistan EITI Candidate Country 

Burkina Faso EITI Compliant Country 

Cameroon EITI Compliant Country 

Central African Republic Suspended 

Chad EITI Candidate Country 

Côte d'Ivoire EITI Compliant Country 

Democratic Republic of Congo Suspended 

Ghana EITI Compliant Country 

Guatemala EITI Candidate Country 

Guinea EITI Candidate Country 

Honduras EITI Candidate Country 

Indonesia EITI Candidate Country 

Iraq EITI Compliant Country 

Liberia EITI Compliant Country 

Madagascar Suspended 

Mali EITI Compliant Country 

Mauritania EITI Compliant Country 

Mozambique EITI Compliant Country 

Niger EITI Compliant Country 

Nigeria EITI Compliant Country 

Norway EITI Compliant Country 

Peru EITI Compliant Country 

Republic of the Congo EITI Compliant Country 

São Tomé and Príncipe EITI Candidate Country 

Senegal EITI Candidate Country 

Sierra Leone Suspended 

Solomon Islands EITI Candidate Country 

Tanzania EITI Compliant Country 

The Philippines EITI Candidate Country 

Timor-Leste EITI Compliant Country 

Togo EITI Compliant Country 

Trinidad and Tobago EITI Candidate Country 

Yemen EITI Compliant Country 

Zambia EITI Compliant Country 

Source: www.eiti.org (Countries’ status as of 14 February 2014). 
Notes: EITI Candidate Country: Implementing EITI, not yet meeting all requirements.
              EITI Compliant Country: Meeting all requirements in the EITI standard.
              Suspended: Compliant/Candidate status is temporarily suspended.
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A country’s reputation 
for having prudent 
governance policy is 
becoming increasingly 
important in a 
competitive world.

Further, the governments of France, Germany, 
the United Kingdom and the United States10 
have recently announced that they would 
adopt strict national regulations aimed at 
increasing transparency and accountability in 
state policies and in the extractive industries. 
Italy has declared that it will seek EITI 
candidacy status, while Germany is planning 
to implement the EITI in a pilot region. Japan 
and Russia have expressed support for EITI 
principles by encouraging national companies 
to become supporters of the initiative.11 

Extractive Industries 
Transparency Initiative

The groundwork for these transparency 
initiatives was laid with the launch of the EITI 
in 2003, at the Johannesburg G7 summit, 
placing transparency in the natural resources 
sector firmly in the global spotlight.  

The EITI is a consensus-based platform, wherein 
governments, companies and civil society 
can work together to develop, promote and 
adopt in national environments, practices for 
increased transparency of and accountability 
for revenues derived from natural resources. 
The EITI provides an agreed international 

standard for the regular publication of extractive 
companies’ audited accounts of all material 
payments made to governments, and also of 
all material revenues received by governments 
from companies during their operations. 

Improving financial transparency of revenues 
in the extractive industries, and ensuring that 
this translates into enhanced accountability 
of governments and companies, can make a 
crucial contribution to a broader campaign to 
combat corruption and redirect resources so 
that they benefit local communities and broader 
sustainable economic development. Openness 
in the use of proceeds is seen as a catalyst to 
holding public debates, and this can lead to more 
prudent decision-making, benefiting citizens and 
improving a country’s economic development.  

The EITI Principles and EITI Standard

The cornerstones of the EITI are the EITI 
Principles, which were adopted at inception 
in 2003, and the EITI Standard, which was 
adopted in May 2013.12 The EITI Principles 
are a set of 12 beliefs, affirmations and 
recognitions that underpin the EITI process, 
and which candidate countries are required 
to subscribe to and publicly endorse at the 
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outset of the EITI process. The EITI Standard 
incorporates the Principles, together with 
updated requirements and rules for the 
implementation and validation of the process.  

This EITI Standard requires disclosure of 
payments and government accountability, and 
facilitates a growing public understanding of 
the management of natural resources. A key 
strength of the EITI model is that it operates 
through a tripartite, consensus-based 
governance model, involving civil society, 
together with government and industry, on 
an equal footing, in the process of policy 
development and transparency enhancement. 
In this way, civil society and industry can identify 
perceived deficiencies in the central and local 
administration and regulation, and contribute 
to remedying them, just as citizens can more 
effectively call government and companies to 
account for their actions. Such effective multi-
stakeholder oversight is designed to contribute 
to openness in dialogue and to enable the 
presentation of revenue flow data in a publicly 
accessible and comprehensible manner. 

Prevalence of the EITI

The importance of the EITI has grown globally 
since its inception, while its role in facilitating 
extractive transparency is destined to expand, 
after new, more robust and demanding, rules 
and procedures were adopted at the EITI Annual 
Meeting in Sydney, in May 2013. The EITI model 
is growing in prominence in the EBRD region, 
with a number of countries either already 
compliant, candidates for validation, or indicating 
an interest in joining. Within the EBRD region, 
Albania, Azerbaijan, Kazakhstan, Kyrgyz Republic 
and Mongolia are already EITI Compliant 
Countries. Tajikistan and Ukraine have recently 
assumed EITI Candidate Country status and have 
publicly announced their intentions to meet the 
EITI requirements and become EITI compliant. 

The EITI implementation process 

In order to initiate the EITI process, governments 
must first indicate their commitment to 
implement the EITI requirements, by making a 
public statement of their intention to join the 
EITI process and appoint a senior official to lead 
its implementation. More importantly, a multi-
stakeholder group needs to be established, 
with adequate representation of all actors in the 

natural resources sector, including the private 
sector, civil society (that is, non-governmental 
organisations and the media) and government 
representatives. The government must ensure 
that the members of the multi-stakeholder 
group are free from undue influence, and that 
they are able to speak freely on transparency 
and resource governance issues. The EITI 
International Secretariat must verify that these 
requirements have been met and guaranteed 
by the government. The multi-stakeholder 
group will then develop a working plan on how 
to implement the EITI requirements, including 
the budget. The institutional structure is clearly 
defined in the EITI rules, although countries are 
permitted to adapt the implementation of the 
EITI to their particular national characteristics.

Once an application for Candidate Country 
status has been submitted to the EITI Board, the 
EITI International Secretariat will work with the 
country and the multi-stakeholder group on the 
implementation of the EITI requirements. If the 
International Secretariat determines that the 
applicant country has successfully implemented 
the requirements, the EITI Board admits the 
applicant country as an EITI Candidate. From 
the date of becoming a Candidate, the country 
has 18 months to publish its first EITI report 
(which should contain audited payments 
between companies and governments, and 
receipts of governments from companies), and a 
maximum of two-and-a-half years to undertake 
a “validation” process. The validation verifies 
the fulfilment of 15 requirements, which prepare 
the government and companies to be able 
to disclose revenues audited to international 
standards and to disseminate the reports.  Re-
validation occurs every three years. Validation 
maintains the robustness and integrity of the 
EITI initiative by requiring all EITI Compliant 
countries to meet the same standards.   

Funding for the EITI

Funding for the validation process in developing 
countries has largely been met from a 
World Bank-administered multi-donor trust 
fund (MDTF). The cost of running local EITI 
secretariats, including the annual reconciliation 
exercise, has also been funded from the MDTF 
for a number of Candidate countries. Some of 
these countries’ EITI processes continue to be 
funded from the MDTF, although alternative 
national funding has been accessed as well in 
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some cases. The expectation is that the EITI will 
become self-sustaining at the national level into 
the medium term, with domestic funding sources 
covering all expenses related to the process.  

Benefits in joining the EITI 

Signing up to the EITI and implementing the 
requirements is a voluntary process, which: (a) 
requires governments to subject themselves to 
a significant degree of scrutiny; and (b) places a 
burden on governments to set up the relevant 
framework and to abide by the EITI standards  
in order to increase the transparency of their 
activities. Interestingly, an increasing number 
of countries that are perceived to be somewhat 
authoritarian in nature, and that are believed 
to have administrative corruption and a low 
level of accountability, have joined the EITI. 
Observations reveal that such governments are 
motivated to demonstrate their commitment 
to transparency, in seeking to improve their 
reputations internationally. A country’s reputation 
for having prudent governance policy is becoming 
increasingly important in a competitive world, 
where international financial institutions (IFIs) 
condition their lending and aid on progress with 
anti-corruption reforms, while investors are 
under pressure from shareholders, consumers 
and the public to be more discriminating in their 
choice of investment destinations and partners. 
In addition, in times of crisis, taxpayers of donor 
nations demand more accountability from their 
governments in respect of the money spent on 
foreign aid or on technical assistance. Recent 
studies reveal that countries joining the EITI 
expect to enjoy the two-fold effect of increased 
levels of foreign direct investment (FDI), and 
increased revenues from the resources sector 
associated with a lower risk of these receipts 
being eroded through fraud or misappropriation.13   

By publicly announcing its commitment to join 
the EITI, a government sends a positive signal to 
investors that it intends to implement reforms 
in the resources sector. Failure to honour this 
commitment could lead to international political 
or economic pressure, as well as local protest. 
Membership of international organisations 
or initiatives is an instrument through which 
countries can enhance their national standards 
in sectors vital to the economy, as well as 
improve the government’s credibility.14 It can 
also lead to an improvement of a country’s risk 
rating. Risk rating is an important criterion in 

determining investment decisions and has an 
impact on interest rates on government debt. 
Consequently, some countries from the EBRD 
region have articulated their intention to attract 
more investment in the resources sector through 
signing up to the EITI.15 As seen above, the direct 
relationship between both resource development 
and increased accountability in its management, 
and sustainable economic development, 
makes the EITI a very important initiative 
globally, and for the EBRD region in particular. 

Support for the EITI from the 
international community 

Based on the premise that the EITI is a global 
transparency and accountability initiative, which 
aims to contribute to sustainable economic 
development in resource-rich countries, many 
donors and IFIs actively support the EITI in 
their operations. World Bank support comes in 
the form of its administration of the MDTF.16 In 
addition, the EITI is a core part of the World Bank 
Group’s strategy for oil, gas, and mining, and 
of the Group’s governance and anti-corruption 
strategy of 2007. The African Development Bank 
(AfDB) also provides support to its member 
countries for EITI implementation. The Asian 
Development Bank (ADB) and the Inter-American 
Development Bank (IDB) have both endorsed 
the EITI, and encourage its adoption in their 
member countries. The International Monetary 
Fund (IMF) has also intensified its efforts to 
help promote openness in the sector through 
the issue of recommendations on revenue 
transparency and technical assistance.17 

Relevance of the EITI to the EBRD 

The EBRD is active in its commitment to 
promoting the EITI. For example, in its recently 
adopted Energy Strategy,18 the EBRD declares 
its commitment to adhere to “best governance, 
transparency and revenue management 
standards by requiring its clients to implement 
the principles and requirements of the EITI”. As 
the mining sector is seen as a primary enabler 
of broad economic and social development, 
and therefore as critical to the transition 
process that is central to the EBRD’s mandate, 
the EBRD’s support of the EITI makes great 
sense. Additionally, since EITI implementation 
reflects an explicit commitment to enhancing 
accountability and improving the investment 
climate – which is an integral part of the 



11  
General section

The EITI continues 
to expand, and could 
serve as a blueprint for a 
deepening and widening 
of transparency across 
extractive and non-
extractive industries.

mission of most IFIs – it is logical that IFIs 
will continue to support the EITI and condition 
their aid on countries’ implementation of 
the EITI or EITI-style transparency. There is 
also a growing trend for IFIs to require clients 
(that is, investee extractive companies) to 
adhere to the EITI reporting requirements 
in the countries where they invest. 

In addition to promoting EITI standards in its 
investment and financing operations through 
requiring that its extractive sector clients comply 
with the EITI’s requirements, the EBRD has also 
begun to support the practical implementation 
of the EITI in the countries where it invests. For 
example, the Bank’s Legal Transition Team (LTT) 
is currently supporting the implementation of 
aspects of the EITI in Mongolia – one of the 
more advanced EITI Compliant countries – and 
will look to extend this practical implementation 
support to other Compliant, Candidate or 
prospective Candidate countries. This support 
will focus mainly on establishing national legal 
frameworks that implement the EITI standards 
and requirements, building robust institutional 
capacity to support the transparency initiative, 
and working with stakeholders to build effective 
communication and dissemination strategies. 

The EBRD and EITI in Mongolia

The EBRD is currently carrying out an EITI 
programme in Mongolia, which is an example of 
the EBRD’s practical in-country support for the 
EITI’s implementation. Through this programme, 
the Bank’s Legal Transition Team has provided 
support to the Mongolian government in: 

■■   the development of an EITI law

■■   a review of the institutional 
structure and the elaboration of an 
institutional development plan 

■■   a review of the prospects for sustainability 
of the EITI in Mongolia, centering around 
sustainable funding following the reduction 
or elimination of MDTF funding

■■   the development and implementation 
of an EITI training programme for 
central and local government, sector 
companies, civil society and the media

■■   the development of a communications 
strategy for the EITI in Mongolia
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endorse the EITI.

■■   the promotion and dissemination of the 
output of the EITI process at the general 
public level, both nationally and locally, 
as well as programmes aimed at raising 
awareness of the importance of public 
participation in the EITI process

■■   the development and piloting of an 
electronic reporting system for the EITI.

One of the main challenges in the EITI 
implementation process is to raise awareness 
of the availability of information on revenue and 
receipts from the extractive industries (which 
the reconciliation reports present) within local 
communities and civil society groups, and to 
provide the necessary facilities to assist these 
groups to understand the available information 
and to utilise it to fuel their participation in 
public debates on the resources sector. Such 
advocacy is crucial in the EITI process, and it is 
widely acknowledged that much of the success 
of the EITI today has been achieved through 
concerted advocacy by a number of civil society 
groups coming together within the framework 
of the EITI. Such constructive community 
engagement, effective communication and 
broader awareness, alongside legal and 
institutional assistance, are areas in which 
the EBRD will look to provide further support, 
as its EITI support programme evolves.  

The role of the EITI as a platform 
for community engagement

In addition to core EITI activities, the EITI 
framework also represents a key platform for 
engaging local communities on an equal footing 
with government and industry, in decision-
making related to broader mining sector issues 
which affect these communities (such as the 
environment, health and safety, government 
revenue expenditure and local employment). 
The effective implementation of the EITI can 
give voice to local and national populations, 
and manage the expectations of industry, 
governments and affected communities through 
multi-stakeholder mechanisms. Better access 
to information and training can be provided to 
local communities through EITI mechanisms 
by strengthening local EITI processes, creating 
knowledge-sharing networks and learning 
platforms for rural communities, and working 
with local civil society organisations.  

Conclusion

Low-income countries which are rich in 
natural resources are often affected by the 
resource curse. By encouraging EITI-style 
transparency in these countries, some of the 
potential negative impacts can be mitigated 
and positive sector developments can be 
encouraged, leading to a reversal of the 
resource curse. If the effectiveness of the EITI 
and related globally influential initiatives – 
such as the US Dodd-Frank Act and the EU 
transparency-related directives – can be 
assured, this should represent the first major 
step towards genuine accountability for 
revenues that have the potential to transform 
the lives of hundreds of millions of people. 

The EITI continues to expand, and, given its 
positive impact thus far, it could arguably 
serve as a blueprint for a deepening and 
widening of transparency, extending in the 
future to broaden its application from the 
chain of extractive industries to non-extractive 
sectors, such as the broader energy sector, 
telecommunications, and other sectors 
where governments receive revenues from 
exploiting natural and state-held resources.   

Through its activities and operations in energy 
and natural resources, the EBRD is proud 
to be supporting this process, contributing 
to the better management of resources and 
helping to bring greater transparency to the 
resources sector, which makes up a significant 
part of the GDP of a number of countries 
where the Bank invests. The Bank aims to 
continue supporting compliance with the 
EITI Standard, encouraging governments to 
endorse the EITI, and engaging actively with 
the EITI International Secretariat to contribute 
to an evolving transparency movement.  
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