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December 2015: Soledad NUnez, head of the National Secretariat for Housing and Habitat in
Paraguay (SENAVITAT, the Paraguayan housing ministry) was working in her office in the main
SENAVITAT building in Asuncidén when her human resources director, Valeria Franco, came
running in. ‘He's back,’ Franco told her. ‘Gonzdlez is back; he's in my office and saying that
the court has reinstated him."!

NURez had been appointed minister of SENAVITAT just 15 months prior, in October 2014 (see
Exhibit 1 for a timeline of key events). She had entered the role eager to fight what she saw as
the ‘mechanism of corruption’ within the institution.2 According to several corruption
indicators, Paraguayans viewed corruption as a persistent problem in their country’s public
sector (see Exhibit 2) and SENAVITAT had a reputation as one of the most corrupt ministries of
all.3 In addition, SENAVITAT repeatedly failed to reach its targets. The administration had
promised 29,000 homes in 2014 as part of an effort to tackle the country’s large housing deficit
—an estimated 1.1 million Paraguayan households lacked suitable housing.4 But, as of October,
it appeared as though SENAVITAT would not deliver even 10% of the promised homes.5

Gonzdlez's departure had come early in NURez's tenure. An investigation into corruption at
the ministry had concluded in January 2015 that the administration director Rufino Gonzdlez
Flores, along with two other civil servants, were involved in the disbursement of G16.75 billion
(guarani, the Paraguayan currency; approximately US$3.9 million) for houses that were never
built.¢ NUnez dismissed Gonzdlez — a move that shocked many due to Gonzdlez's long tenure
and high profile at SENAVITAT, and his connections to senior politicians in Congress.”

But now Gonzdlez had returned. Franco, whose office as HR director was near the staff
entrance to the building, quickly received word that Gonzdlez was in the building and
brandishing a court order that he claimed reinstated him.8 Franco told her staff not to receive
the court order and ran up to NUnez's office.? Meanwhile, word of Gonzdlez's return was
spreading. As Franco hurriedly updated NURez, another staff member came in to report that
some of the SENAVITAT staff were celebrating.'o NUAez was shocked: she had worked hard to
change the culture of the ministry, but Gonzdlez's return seemed to be threatening to undo
her work already.!’ She needed to act quickly if she was to retain control of the situation.

SENAVITAT

SENAVITAT had been created in 2010 as the guiding institution for national housing and habitat
policy in Paraguay. The ministry’'s mission was ‘the management and implementation of the
housing sector policy and its corresponding infrastructure’ with the ultimate aim of providing
‘universal access to decent housing through plans and programs that especially favour the
low-income families ... in order to reduce the housing deficit; for the improvement of the
quality of life of the inhabitants of the Republic of Paraguay’.'?2 It replaced CONAVI (the
National Housing Council), and absorbed CONAVI's assets, liabilities, and personnel.!3 By 2014,
the ministry had around 750 employees and a US$120 million budget.'4
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Confronting corruption in Paraguay’s housing ministry

SENAVITAT activities included constructing new housing, improving existing housing, and
improving public spaces such as parks, squares, and community buildings.!s The institution also
offered loans for the construction, expansion and purchase of houses, and administered direct
housing subsidies, both of which were infended to help individuals and private companies
build homes with monetary support from the state.¢ In addition, SENAVITAT had a mandate to
analyse the existing housing situation across the 17 departments of Paraguay (see Exhibit 3)
and establish a national plan for housing and habitat policy.

The ministry was placed under the direction and administration of a minister appointed by the
president. Reporting directly to the minister were the general directors, who oversaw various
departments (see Exhibit 4 for an organisational chart). The four main departments were legal,
technical, administration, and social.’? The legal department provided advice on legal
matters and ensured that activities were carried out in accordance with the law.'® The
technical department executed, controlled and evaluated SENAVITAT's housing and urban
plans, programmes and projects.’? Responsibility for the economic, financial and
administrative operations in accordance with the general budget belonged to the
administration department, which was thus responsible for the management of SENAVITAT's
funds.20 Finally, the social department directed the activities aimed at promoting social
development, including keeping an up-to-date diagnosis of the housing situation and
undertaking fair and transparent selection of applicants for housing programmes.2!

Housing in Paraguay in the early 2010s

In 2011, SENAVITAT estimated Paraguay’s housing deficit at 1.1 million households, a worrying
number for a country of 7 million.22 The deficit was the difference between demand and supply
of housing of suitable habitability and a high housing deficit was linked to a variety of social
problems, including poor public health, poor school performance, low productivity,
segregation and marginalisation.23 In Paraguay, the deficit comprised households who lacked
dwellings (13%) and households who lived in housing requiring expansion or improvement
(87%).24¢ The most common reason for requiring improvement was a lack of sanitation and
piped water.2s While the World Health Organisation reported that Paraguay had made
considerable progress in providing water and sanitation since the early 2000s, the organisation
also confirmed that significant challenges remained, particularly in providing sanitation to the
20% of the population who still lacked sanitation facilities.2¢ Furthermore, SENAVITAT estimated
that, without action, the deficit would rise to more than 1.5 million households by 2020.27

To meet the crisis, SENAVITAT published a National Habitat and Housing Plan (PLANHAVI) in
2012 to serve as ‘a roadmap to progressively eliminate the housing deficit.’28 The plan laid out
an ambitious goal of building 99,300 new homes by 2020 and improving a further 145,000
homes (see Exhibit 5).22 In 2011, 4,300 new houses had been built and in 2010, just 1,300.
PLANHAVI's new target was 7,000 homes constructed in 2012, with an annualincrease to reach
15,000 homes per year by 2020.30 But SENAVITAT had a poor reputation for delivering on
targets, reinforced by its history of low production and notorious corruption. And while
PLANHAVI anticipated a budget of US$12,000-16,000 per housing solution for 2012-2020, the
budget per housing solution had previously varied widely from US$13,000 fo US$42,000.3!

Corruption

Since its creation in 2010, SENAVITAT had faced accusations of various forms of corruption
including widespread bribery, the unlawful use of public money, and clientelism in both the
distribution of housing solutions and the selection of personnel.32 Research into corruption in
the country showed that the tfraditional political parties in Paraguay had strong clientele
networks and clientelist benefits were frequently directed to the party base.33 Political
patronage also controlled public sector employment.34 Once in employment, civil servants
were able to divert funds and extract bribes, for example, in return for accelerating time-
consuming bureaucratic procedures.35 Public funds were also diverted to favoured private

2

This document is exclusively authorised for use in the Public Corruption Turnarounds Programme at the Blavatnik School of Government, May 2023.



Confronting corruption in Paraguay’s housing ministry

companies through public procurement.3¢ When cases of corruption were uncovered, both
prosecution rates and penalties were low and corruption cases faced long judicial delays.3”
According to Gallup, 83% of Paraguayans in 2015 believed corruption was widespread
throughout the government, compared to a global average of 67%.38 (See Exhibit 2 for more
on Paraguay’s standing in major corruption indicators.)

Several laws attempted to address this corruption, including Law 1626/00. This law, from 2000,
mandated that public institutions select personnel through public competition.3> Among other
things, the law prohibited public servants from: (1) using their authority to affect the outcome
of elections; (2) accepting gifts, tips, commissions, or double remuneration; (3) intervening in
obtaining state concessions or privileges for their own benefit or that of a third party; and (4)
obtaining direct or indirect benefits from acts undertaken as a public official.40 Public officials
could be dismissed if they committed a punishable act, but the law also allowed for an appeal
before the Court of Accounts, which heard cases regarding administrative conflicts. If the
dismissed public official won their appeal, the law required: (1) the immediate reinstatement
of the official ‘in the position he held or in another similar category’; (2) remuneration; and (3)
the payment of lost wages.4! Other laws regulated procurement and transparency.

According fo the World Bank's Worldwide Governance Indicators which captured the
perceptions of citizens, business leaders, and experts, the country seemed to have made some
headway on tackling corruption in recent years, as well as improving regulatory quality.42 Yet
this had not led to improved perceptions of government effectiveness (see Exhibit 6). Among
Paraguayan citizens, corruption was still seen as a problem: almost 100% of Paraguayans
reported to Transparency International that they would be wiling to take anti-corruption
actions and politicians frequently ran on anti-corruption platforms.43

The Cartes administration

In April 2013, the National Republican Association, known as the Colorado Party, which had
dominated Paraguayan politics for most of the past century, sought a return to power.44
Horacio Cartes became the Colorado presidential candidate, but having only joined the
party in 2009, he was able to position himself as a political outsider.4s Cartes won the
presidency and the Colorados also gained 14 seats in the lower house to give them a majority,
and made gains in the upper house.

Once in power, the new president decided to put technocrats in charge of important
ministries, despite opposition from the party establishment who preferred the usual method of
installing politicians as ministers.46 For the housing minister, Cartes selected Francisco Knapps,
who had worked within SENAVITAT and its predecessor CONAVI.

SENAVITAT under Knapps

Knapps entered office in August 2013. He inherited an institution that was failing to provide
housing solutions. Despite the ambitions of PLANHAVI, SENAVITAT had produced just 1,300
housing units in 2012, far below the target of 7,000, and those houses that had been built faced
reports of poor quality.47

As a first step towards reforming the institution, Knapps led a process of auditing and detecting
iregularities in SENAVITAT programmes.48 The process uncovered several malpractices,
notably ‘ghost houses’, where SENAVITAT had paid private companies advances of up to 85%
of the total contract for homes that were never completed.#’ In one case, SENAVITAT had paid
a company G1,437 milion (approximately US$340,000) in 2011-12 for materials for 149 homes
that were never started, or of which only the foundations were built.% In total, the institution
counted 10,525 unfinished homes.5! In some cases there were no insurance policies, or those
that had been signed had expired or had been made with third-party ‘briefcase companies’
that existed only on paper.52
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Knapps struggled to get SENAVITAT back on track. By the end of 2013, SENAVITAT had
completed just 2,400 homes.>3 In December, Knapps appealed to the Ministry of Finance for
funds to help complete the construction of 8,500 unfinished homes the following year.54 The
Ministry of Finance authorised a further US$19 million for SENAVITAT to use to complete the
housing units.>s With this financing secured and the unfinished homes identified, the
government promised 29,000 completed homes by the end of 2014.56 By the summer of 2014,
however, it had become apparent that SENAVITAT would be unlikely to reach a tenth of the
29,000 target.s” For one thing, the problem of ghost houses had continued under Knapps.s8 In
December 2013, SENAVITAT had paid more than G2 billion (US$460,000) in advances for one
project; eight months later and the works appeared abandoned with only four foundations
built.5 Where houses had been completed, the ministry was criticised for allocating new
houses only to members of the Colorado Party or to those who already had housing.60

Throughout August and September 2014, the problems at SENAVITAT were frequently in the
headlines. The press condemned the lack of delivery and called SENAVITAT a ‘ship without a
rudder’.é! Within the institution, Knapps had long faced opposition from the SENAVITAT Workers'
Union, in part due to his attempts to professionalise the workforce and terminate many
temporary contracts. An email chain leaked to the press revealed union leaders telling Knapps
to address the poor management of the agency or they would ask for his resignation.¢2
Although Knapps conceded that there were managerial issues in SENAVITAT, he also blamed
the lack of results on external factors such as delays caused by construction companies.s3

Pressure on Cartes to replace Knapps grew, especially following a report by Knapps to the
population and housing commission of the Chamber of Deputies (the lower house of
Paraguay’s legislature). Members of the commission were unconvinced by Knapps' assurance
that 45% of the stopped works inherited from previous administrations were being reactivated.
Instead, the president of the commission commented that ‘the report does not agree with
redlity ... they have money, there is no argument to justify inaction.’¢4 He continued that
SENAVITAT had a ‘serious management and leadership problem’ and concluded that ‘the
entire structure of SENAVITAT needs to be changed.’¢

As names of candidates to replace Knapps began to circulate, the press quoted one
Colorado Party senator saying that ‘the men selected by the president do not have the
management capacity or the work capacity that is needed for these positions.’és The
Colorado Party establishment pushed Cartes to choose a politician to fill the role. However,
Cartes was considering a young non-governmental organisation (NGO) director unaffiliated
with any political party — Soledad NuUnez.

Soledad Nunez

Nunez was a 31-year-old civil engineer. After graduating from the National University of
Asuncién in 2007, NUnez had joined TECHO Paraguay, a new Paraguayan branch of the youth-
led NGO which provided emergency housing across Latin America, and was soon invited to
serve as the National Director in Paraguay.¢” Over the next three years, the tfeam mobilised
15,000 young people and built over 4,000 emergency homes under NUnez's direction.

But NUnez realised that she wanted to do more. ‘Il was leading this NGO, trying to influence
public policies, but | had no contact with political parties,’ she reflected.? Gradually, NUhez
became involved in civil society partnerships with the government, such as the National
Strategy Team, a group of civil society leaders brought together by the government to create
a long-term vision for Paraguay and a strategy for combating poverty.70 As a result of her work
with the government, NUnez was invited by the planning minister to join his team to lead the
National Poverty Eradication Plan and the Paraguayan Open Government Plan.?! This was her
first experience working in a public institution, but her time in the planning ministry was to be
short-lived. Just six months later, in late August 2014, the planning minister told NUAez that she
was being considered to lead SENAVITAT.”2
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In September 2014, NUnez received a phone call from the Minister of the Cabinet Office, who
explained that the president wanted her to take over SENAVITAT. It was not an easy decision
for NUnez. Aimost every person that NUnez asked for advice told her not to accept. ‘Politicians
will use you'; ‘It's not easy to tackle corruption’; and 'You're not going to be able to make
change’, several friends told her.”3 NUnez knew there would be risks; if she stood against
corruption, she would make enemies.’ Furthermore, NUnez knew that her appointment would
be opposed by the party establishment, particularly as she was so young, a woman, and not
affiliated with any political party.”s A lot of people would expect, or even want, her to fail.

Yet NUnez kept coming back to the idea of saying yes. ‘We have to have the courage to take
challenges to improve our country,’ she remembered. ‘| don't like to say we can’t change this
country.... | knew that change can only happen if we, the youth, get involved, even if we
have to take risks.'7¢ And NURez believed it would be hypocritical of her, as a social activist
who had worked for years to provide housing to people in need, to now say no when she had
the chance to lead the national government effort on housing.”” NURez agreed to take on the
job, but she had a condition: NURez insisted that she needed the support of the Executive to
make the best decisions for the country without any interference from the political sphere. If
anyone asked her to do something she felt was corrupt, NUnez told the president and his chief
of staff that she intended to quit.”8

SENAVITAT under NUhez

NURez was appointed minister for housing on 1 October 2014. A faction of the Colorado Party
protested her appointment, accused Cartes of abandoning the grassroots of the party, and
threatened to withdraw support.”? However, Cartes stood firm behind his choice of candidate
and NuURez got to work at the ministry. Her first step was to diagnose SENAVITAT's strengths,
weaknesses, opportunities and threats.

Diagnosis

NURez knew that SENAVITAT had access to resources, but that budget execution had been
low for years.g0In 2014, the budget was G552 billion (US$123 million), but the budget executed
was likely to be just half that number.8' When questioned by Congress, Knapps had suggested
that the low execution was due to the ‘complexity and diversity of issues to be addressed.’82
The 2015 Budget promised SENAVITAT G985 billion (US$189 million) for the coming year; the
difficulty would lie in translating those resources into housing solutions.83

To NURez, SENAVITAT seemed a ‘tremendously weakened institution in every way.'84 ‘The
disorder was impressive,’ she remarked.85 On arrival, she received no report summarising the
ministry’s ongoing projects and she struggled to find out more about them.8 She went to each
of the departments and asked, ‘How many houses are we building?’, but each director gave
her a different figure.8” There was also a lack of transparency in the institution. NUhez found
that decisions over where the programmes were going to take place, who contracts would
go to, and who would receive housing were all kept privately within the institution.8 The
selection process for construction projects, for example, was carried out behind closed doors.8?

In addition, NURez soon realised that SENAVITAT lacked technical capacity. At the time of her
arrival, SENAVITAT had only two engineers and 33 architects on the permanent staff.?0 And
with only five technicians in charge of verification of 4,680 homes around the country, oversight
of housing projects was difficult.?’ Employees throughout the institution were largely selected
through patronage rather than merit.?2 Typical for the public sector, previous administrations
had appointed political supporters to SENAVITAT jobs: about one-third were members of the
Colorado Party; one-third members of the opposition Liberal Party, and one-third members of
the country’s left-wing parties.?> Knapps had tried to streamline, primarily by terminating those
on temporary confracts, and had succeeded in increasing the proportion of professionals.?4
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However, by the time NUnRez arrived, the institution still employed so many people that
individuals had to work in corridors and without desks.?s

NURez identified further weaknesses in the structure of the ministry. SENAVITAT had a very rigid
vertical hierarchy, which was standard in public sector institutions in Paraguay. NUhez's main
points of contact within the ministry were the General Directors (see Exhibit 4). Civil servants
working within the departments had very limited contact with the minister; it could take months
working up the chain of command for them to schedule appointments to see the minister.%
Moreover, interdepartmental relationships appeared to NUnez to be largely antagonistic and
communication ineffective; rather than picking up the phone and talking, the different
departments seemed to prefer writing memos to each other, spelling out problems with
projects rather than working together to create a solution.?”

NUnez also believed that there was an embedded culture of corruption. According to NUnez,
the social programmes were beset with clientelism and used as a way to maintain networks of
political and electoral power.?8 And when NUnez signed the payslips of SENAVITAT employees,
she saw that many of the civil servants had substantial amount of debt which they were paying
off directly from their salaries. NUnez discovered that the resulting low take-home pay after
debt repayments was frequently subsidised through taking bribes and claiming expenses for
travel.?? Through talks with SENAVITAT staff at all levels about the culture in the institution, NUnez
came to believe that there were perhaps 10% of the SENAVITAT employees who were deeply
corrupt and another 10% who were committed to the institution’s honesty and integrity.1% The
remaining 80% she saw as simply going along with the current climate within the ministry.10!
According to NUnez, these employees may have joined SENAVITAT wanting to help alleviate
housing problems within the country, but they had seen others take bribes and improve their
quality of life and so they had adopted some of the malpractices themselves.102

Even if they wanted more integrity in the institution, many of the people Nunez spoke to had
been in the housing ministry for decades; they had seen administrations come and go, and
were sceptical about the new administration’s commitment to, and ability to, change the
culture. It did not help that NUnez and many of her team were young women; Franco, whom
NURez brought into SENAVITAT with her, remembered employees saying to her ‘you are like
babies in diapers trying to govern this institution.’193 For her part, NUnez reflected: ‘I got two
types of comments from people that first year: one was that | might leave tomorrow and the
other was that everybody comes at the beginning with a nice speech about making changes
and they all become corrupt in the end.’1%4 Many of the employees seemed to just want to
keep their heads down.'%5 If NUAez somehow lasted and managed to make some changes,
the employees also knew that her term at SENAVITAT would soon be over and a new minister
would come in with their own plans for the ministry.

NUnez remembered thinking, ‘| need to be creative and think about how | can design some
control over what is happening.’1% A typical move for a new minister in the Paraguayan public
sector was to build a parallel structure filled with new people that would respond to the
minister's culture and directions.’9” NUnez had brought in a small team of people from outside
the ministry whom she trusted and could use.’0 But NUnRez worried about inefficiency: ‘you
would have an old structure which is not actually working or just doing small jobs and then you
would have a small group of very efficient people dealing with the great projects of the
ministry.' 109 Alternatively, NUnez considered that she could simply replace all of the directors
with her own people. But, if she did so, NUnez feared that the learning curve would be hard
and extremely costly.10 Furthermore, some of the people NURez had brought with her were
young activists from the NGO sector; putting them in senior positions might provoke negative
reactions from civil servants who had worked their way up SENAVITAT's hierarchy.

Above all, Nunez could not afford any failures. NUhez might have wished to fight corruption
and transform SENAVITAT into an institution with integrity, but her support from the president
was contfingent on producing housing solutions.!'! She believed that the president would not
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blame her for a lack of delivery in the remaining three months of 2014, but come the new year,
SENAVITAT would need to be in a position o hit the ground running.!'2

Early steps

NURez needed to turn SENAVITAT into a ministry that could deliver housing solutions efficiently
in the year ahead. She had identified what she considered the major problem areas, and now
she set about to address them.

e Audit of projects and loans: To ascertain the exact numbers and status of all SENAVITAT's
ongoing projects, NUnez sent teams of auditors to each construction project.'3 Some of
the staff were incredulous about the plan’s feasibility, but NUAez thought, ‘we have the
resources, we have the vehicles, we can ask local municipalities to help us.''4 Over a
three-week tour, the teams fravelled the country and discovered projects that no
department had reported.''s Many projects, particularly those in remote rural and
indigenous communities, were progressing poorly. The audit showed that a third of homes
in current SENAVITAT projects were stalled or ‘paralysed’ (see Exhibit 7). A further 1,250
were deemed unsalvageable and SENAVITAT initiated the lengthy legal process of
‘rescinding’ the contracts.’’é¢ NURez realised that often '‘50% of the advances of the
contractual amounts had been disbursed. Many of these companies were “briefcase
companies”: when we wanted to make complaints and demands, they didn’t even
exist.’17 They also did an audit of the loan portfolio, identified irregularities, and began to
terminate contracts and foreclose on loans where no repayments were made.!18

e Structure: Instead of either creating a parallel structure or replacing the department
directors, NUnez created a new role - the ‘coordinators’. When NUnez had arrived at the
institution, she had brought with her a small feam to whom she initially gave responsibility
for specific tasks that spanned the whole institution and would require working across
departments — e.g., finding and collating all of the paralysed housing projects info one
spreadsheet.’? NUnez wanted to build upon this burgeoning interdepartmental network
and created the role of coordinators for her trusted team.120 The coordinators would be
placed in each department, just below the level of general directors. They would have
three objectives: (1) monitor and report back to NUnez if there was a risk of corruption and,
more broadly, on departmental strengths and weaknesses; (2) facilitate coordination and
communication among the departments; and (3) ensure that departmental decision
making was in line with new procedures on fransparency.'2! As the coordinators reported
to both NUnez and the general directors, they represented a first step in changing the
institution’s vertical structure. NURez also tried to make herself more accessible to everyone
in the institution by circulating her phone number and email address to all SENAVITAT
employees, thus giving them a direct means to communicate with her.

e Capacity and personnel: NUnez placed Franco in charge of the HR department and tried
to implement more meritocratic hiring procedures, following normative processes
established by the Ministry for the Civil Service.22 Now, hiring would all be conducted by a
designated selection committee, including representatives from the union, that would
work in conjunction with line managers on job specifications and essential criteria for
candidates.'23 To staff the technical department, a priority for NUnez, more architects and
engineers were hired whose job it would be to identify quick wins and to monitor the
progress of every project.’24 For existing SENAVITAT employees, staff training plans were
developed to provide on-the-job training aligned with institutional strategy.'2s NUnez's
team also discovered that employees were not in departments where their skills would be
most useful and began moving them; for example, they transferred architects and
engineers to the fechnical department and sociologists to the social department.2¢é Finally,
SENAVITAT initiated a performance evaluation for all staff members and sought to remove
a small number of poorly performing employees.!?”
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e Transparency: To promote a culture of tfransparency in the institution, NURez first decided
that everything she signed would be made public.'28 Next, she formed a Transparency Unit
in the ministry to which citizens could complain, for example about irregularities in the
selection of beneficiaries.!?? The institution also began work on ‘The Housing Map’, an open
data platform through which the public could access information about every confract
administered, each project in progress, and all resources spent.’3 Finally, NUiez began to
create a social media presence to post about the work SENAVITAT was undertaking.'3!

e Regulations and processes: NUnez also tried to put in place new regulations and processes,
as well as implement existing regulations. This involved: a new social housing targeting
index to reduce politicization of the selection of communities receiving interventions;
systematising the application system for beneficiaries; and clamping down on uses of
institution resources such as vehicles for non-SENAVITAT business.’32 In addition, NURez
began on-site ministerial visits to projects.!33 The institutional mission, vision, and values were
also reviewed and simplified.!34 The agency held over 100 induction and awareness
workshops for staff to discuss the new code of ethics and good governance, at the end of
which the civil servants signed a declaration of commitment to the code.'35

e Tackling corruption: In addition to the other changes within the institution, NUAez decided
to investigate high-profile instances of corruption under previous administrations. NUAez
ordered the investigation into alleged offenses related to disbursement of G16.75 billion
(US$3.9 million) for the construction of 321 social housing solutions between January and
August 2013, none of which were completed.!36 After noticing discrepancies in claims for
fuel expenses, Nunez also ordered an investigation into the fuel quota system and
SENAVITAT installed GPS trackers to monitor the distances vehicles travelled.!s”

As NuUnez implemented the changes, she encountered resistance. In particular, she faced
push-back on the new coordinators. NURez remembered that, ‘There was a lot of conflict at
the beginning because the government has areally rigid hierarchical structure, so the directors
didn’t want to have someone below them who could report directly to the minister — they felt
it fook away some of their power.'138 She confinued, ‘In every meeting, the directors made
comments like, "you don't trust us, why do we have this coordinator below us2"'13? At the same
time, some anonymous posts appeared on Twitter claiming that NUnez was making nepotistic
appointments. Franco remembered one post, for example, that claimed Franco had only
been appointed because she was a cousin of the president’s chief of staff; in fact, they were
unrelated.40 To reduce any confroversy surrounding the coordinators’ appointments to what
was a fairly senior role, NUnez promised that her team would leave with her when her
administration finished. In addition, NUAez kept the salaries of the coordinators lower than
might be expected for such a high-up position in the institution hierarchy, although this decision
caused tension within the team, as some felt they were working very hard for low salaries. 4!

As the year came to an end, NURez took stock of the situation at SENAVITAT. In 2014, the
ministry had built just 1,650 new homes.42 In addition, SENAVITAT had received a rating of
1.96/5, or 'Inadequate’, from a Paraguayan government programme that evaluated the rules,
principles, actions and process of public entities for transparency and efficiency, known as the
Standard Model of Internal Control for Public Entities (MECIP).143 In the new year, the budget
was set to increase from G552 billion (US$123 million) to G985 billion (US$189 million) and NUnez
had announced a goal of 12,000 houses — a more than sevenfold increase on 2014, but sfill
lower than the president wanted.44 NURez knew she would have to deliver.

A new year

In January 2015, the anti-corruption investigation within the ministry into the 2013 disbursements
came to an end. The investigation concluded that the head of the administration department,
Gonzdlez, had paid advances of up to 85% of the total value of the unfinished contracts.45
The news media reported that the contracted firm had neither the technical nor the financial

8

This document is exclusively authorised for use in the Public Corruption Turnarounds Programme at the Blavatnik School of Government, May 2023.



Confronting corruption in Paraguay’s housing ministry

capacity to complete the homes, and that the insurance policies could not be executed
because they were in the name of third parties.’4¢ The Judge of Administrative Inquiry issued a
resolution on the case. The resolution found that the conduct of Gonzdlez (and two other
directors on secondment with SENAVITAT) constituted serious offences and imposed on them
the penalty of dismissal and disqualification from holding public office for a period of five
years.'¥ On 8 January 2015, NUnez dismissed the three officials.'48 Meanwhile, a criminal case
began.14?

Gonzdlez had been at the ministry for decades and Nunez could see that he was a well-liked
person. ‘Everybody loved him,’ she remembered.150 Not only was Gonzdlez charismatic, NUhez
heard reports that he would also give out small sums of money to the other civil servants at his
discretion.!5! She also heard rumours claiming that Gonzdlez had used ministry funds to build
a chapel and, at his own house, a football pitch, where he invited SENAVITAT civil servants to
play every Friday.'52 Although the ministers changed frequently, Gonzdlez had remained in
control of the ministry’s finances since SENAVITAT began. As NUnez put it, ‘It didn’t matter which
political party was ruling the country, the corruption mechanism was in place.’1s3 For NURez,
fiing Gonzdlez was more important than simply removing one corrupt figure; ‘it was a strong
sign for the whole structure,’ she commented.!54 The dismissal was reported widely in the press;
according to Franco, ‘it was a really big deal; we made a big deal of it."155

Gonzdlez appealed the decision at the Court of Accounts, which heard cases concerning
disputes in the public administration, including labour disputes.!s¢ Franco remembered that
NURez's team expected Gonzdlez to win his appeal: ‘We knew that in some instances, those
in the judiciary have a price,’ she said. ‘If Gonzdlez paid that price, they would make a

resolution to have him return. We knew that was going to happen and we were waiting for
it."157

In general, NUnez received less pushback about the coordinators as the year went on.
According to NUnez, the directors ‘started to notice that they were achieving goals, they were
more efficient.’1%8 Instead of complaining of the excessive scrutiny, NUnez now had directors
saying fo her, ‘I think we need more people like my coordinator because he moves fast, he
solves problems.'15? But elsewhere NUnez began to recognise that her coordinators structure
was not working as well as infended. In some departments, the coordinators were having to
work very hard to push against the directors to ensure any productivity.160

Meanwhile, the new processes, regulations and hiring practices were having an effect. In the
first half of 2015, SENAVITAT advertised 50 positions and received approximately 1,200
applications.’é' The ministry focused on hiring professionals and, by the end of the year, the
number of professionals almost equalled the number of non-professionals employed.'62 In
addition, the institution had improved its MECIP score from 1.96/5 to 4.39/5.163

Alongside these institutional changes, SENAVITAT restarted work on projects which had been
stalled for years.'¢4 Although SENAVITAT failed to reach the target of 12,000 homes,
construction and delivery of homes increased sixfold, from just over 1,650 in 2014 to more than
10,000 homes by the end of 2015.165 SENAVITAT recorded its highest-ever budget execution
that year, almost G500 billion (US$26 million).16¢

These successes translated into support from sections of the public. As Franco put it, NURez
‘was creating a lot of results and a lot of people in the country were looking and saying “okay,
we frust this girl; she is really doing things and not only for people of one party, but for
everyone."'1¢7 Additionally, NURez felt that her social media presence had helped boost her
popularity with the public, making her accessible when they had complaints or requests.'¢8 Her
reputation as one of the most efficient ministers in the government grew, solidifying her support
from the president and his office. In a way, Franco reflected, NUhez became the ‘face’ of
efficient and reformed public institutions.1¢?

9

This document is exclusively authorised for use in the Public Corruption Turnarounds Programme at the Blavatnik School of Government, May 2023.



Confronting corruption in Paraguay’s housing ministry

Internally, investigations into corruption revealed new malpractices that occurred in the
institution. In August, investigations confirmed that the logistics director had signed off on
inflated data regarding distances travelled and fuel consumption used to produce fuel
quotas. The inquiry showed fuel quota fraud worth almost G600 million (US$140,000) between
April and December 2013.170 NUAez dismissed the director.!”! Then, in the autumn, NUnez was
approached by the director of a private company that had placed a bid for an important
contract SENAVITAT was currently tendering worth Gé billion (US$1.2 million).172 The company
director had received a phone call from an undisclosed party at SENAVITAT asking for a bribe
in return for success in the tender.73 NUnez attempted to persuade him to help unveil the guilty
party, but to no avail. ‘I frust you,’ the director told her, ‘but you're not going to be here forever
and my family lives from what | make being part of these bidding processes.'74 NUnez believed
the official did not actually have the power to affect the results of the tender, but according
to NUnez, that did not matter to those companies approached for bribes: they believed the
civil servants would outlast NURez's administration and felt that they ‘needed to be aligned
with the system for the future.’175

SENAVITAT also had to work with other ministries and municipal governments as well as private
companies. In some cases, these collaborations were straightforward, for example NURez
found working with the social development ministry fairly easy. NUnez felt the minister was
similar to her as he was not a politician and he was not seeking to use his role to bolster a
political position.17¢ At the other end of the spectrum were some municipalities. While NUhez
believed that she might eventually be able to stop bribery and corruption within SENAVITAT
itself, ‘what happened next, that was another matter.''77 For example, NUhAez remembered
one construction company ringing to tell her that the mayor of the town where SENAVITAT was
working was insisting that the builders buy materials from a company with which the mayor
had an association and that they employ people whom the mayor hand selected.178

As the year wore on, the stress of the job began to take a toll on NURez's health. Every day
NUnez worked well into the night, sleeping for a few hours here and there. Twice in 2015 she
ended up in hospital, needing treatment for stress.’”? Not only was she responsible for
SENAVITAT, but she also felt the pressure of being seen as the representative young person and
woman in government. ‘I told myself a couple of times,’ NUhez remembered, ‘if you fail,
society is going fo say that young women cannot be in positions of power.’18 And as the year
ended, for the first time, NUhez found she was afraid. When she got home at night, she would
check the doors were locked behind her.18!

December 2015

As the year ended, NUnez was looking to the future. She needed to build upon the successes
of the previous year. However, water levels had been rising around Asuncidn, bringing flooding
and damage to thousands of citizens’ homes.'82 The Paraguay River flooded yearly, yet this
winter's floods seemed likely to be particularly devastating. It looked as though SENAVITAT
would have a lot of work to do over the next twelve months. NUnez planned to start building
20,000 homes in 2016 with a budget of G802 billion (US$154 million).183

However, NURez's preparations for the coming year were interrupted. As she was working in
her office, her HR director, Franco, came running in and hurriedly informed her that Gonzdlez
had just arrived at the ministry. He had walked in the staff enfrance, right by the HR office,
brandishing a court order. The Court of Accounts had ordered the reinstatement of the former
administration director.184 As NURez listened to Franco's hurried report, another member of the
team came bursting in. ‘Minister,’ they said, ‘word is spreading that Gonzdlez is coming back.
People are celebrating: they're saying the good times have returned.’185

NURez turned to Franco and told her, ‘Don't take the paper from him. We need to think what
we are going fo do now.'18¢
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Exhibit 1: Timeline of key events

2010 SENAVITAT is created to be the guiding institution for national housing
and habitat policy in Paraguay.

2012 SENAVITAT publishes the National Habitat and Housing Plan
(PLANHAVI).

January-August SENAVITAT disburses approximately G16.75 billion (US$3.9 million) for

2013 the construction of 321 housing solutions that are never built.

April 2013 Horacio Cartes is elected President; he selects Francisco Knapps to
lead SENAVITAT.

August 2013 The new administration begins; Knapps takes over SENAVITAT.

August-September  Problems at SENAVITAT are frequently in the headlines; the press

2014 condemns the lack of delivery and poor management.

September 2014 Knapps resigns and Cartes selects Soledad NUnez to take over as
minister of SENAVITAT.

October 2014 NURez enters office and begins her diagnosis of SENAVITAT and starts

her initial reforms. NURez orders an investigation into the 2013
disbursements.

January 2015 NURez dismisses Rufino Gonzdlez Flores and two other officials after
the internal investigation into the 2013 disbursements is concluded.

December 2015 NUfRez receives word that Gonzdlez has returned to SENAVITAT.

Source: Case writers.
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Exhibit 2: Corruption indicators, 2015

Indicator About the indicator Relevant measures Paraguay (2015)
Corruption e A composite index e Score: Each country received e Score: 27/100.
Perceptions based on a a score out of 100 where 0 e Rank: 130/168.
Index (CPI) - combination of surveys means the country was
Transparency and assessments of perceived as highly corrupt
International corruption collected and 100 meant the country
by a variety of was perceived as very clean.
institutions. e Rank: The countries’ corruption
e The most widely used perception scores were
indicator of corruption. ranked relative to other
countries’ scores in the index.
The country ranked 1/168 was
perceived as the least corrupt.
Gallup World e A survey of e Corruption in government: % of e Corruption in
Poll approximately 1,000 people surveyed who said government:
individuals in each of corruption is widespread 83%.
150 countries using a throughout the government of
standard set of core their country. The global
questions. average in 2015 was 67%.
Global e A survey of e % of people who have paida e % of people
Corruption approximately 1,000 bribe. The global average in who have paid
Barometer people in each of 107 2015 was 27%. a bribe: 25%.
(GCB) - countries for their views e Perception of corruption e Perception of
Transparency on corruption and their among public officials and civil corruption
International direct experiences with servants: 1 corresponds to not among public
bribery. corrupt at alland 5 to officials and

e The most recent

edition of the
barometerin 2015 was
the 8th edition
published in 2013.

extremely corrupt. The global
average in 2015 was 3.6.

¢ % of people who would be

willing tfo do one of five actions
against corruption: actions

civil servants:
3.8.

e % of people
who would be
willing to act

included reporting corruption, against
signing a petition and corruption:
protesting. The global average 99%.
in 2015 was 87%.
World e A measure of six broad e Control of corruption e Control of
Governance dimensions of governance score: corruption
Indicators governance drawn perceptions of the extent to governance
(WGI) - The from a large number of which public power is score: -0.95.
World Bank different data sources exercised for public gain e Control of
including surveys of measured on a scale from -2.5 corruption

households and firms,
NGOs, commercial
business information
providers, and public
sector organizations.

to 2.5. Higher values
correspond to better
governance.

e Control of corruption

percentile rank: 0 corresponds
to the lowest rank (i.e., the
least control of corruption) and
100 to the highest rank.

percentile rank:
15.87.

Source: Compiled by case writers from Transparency International, Corruption Perceptions Index (2015),
https://www.transparency.org/en/cpi/2015/index/nzl, accessed August 2021; Transparency International, Global

Corruption Barometer (2013), https://www.transparency.ora/en/publications/global-corruption-barometer-2013,
accessed August 2021; The World Bank, ‘Worldwide Governance Indicators’,
https://info.worldbank.org/governance/wgi/Home/Reports, accessed May 2021; Gallup, Gallup World Poll, 2015

accessed through Gallup Analytics, August 2021.
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Exhibit 3: Political map of Paraguay

Copitén
/\.M
Puerto
AR e = 1% e ALTO
\( PARAGUAY
'\ Fuerte
)
[

BOQUERON |/

Mariscal Estigarribia =
Doctor Pedro P. Pefia i wPuerto La e
e Filadelfia = Puerto ( Caba
R ‘ f' > CONCEPCION } .
Rio
e & ‘)AMAMBAY
Pozo . T )‘
PRESMENT L
SAN PEDRO 'f,/
HAY :
= “ X\ CANINDEY()
Rosario ; ol
- ¥
/o f” ALTO,
NPT R PARAR
., CORDILLERA [ UAZL :
prosd,
' 7 4
NTRAL : =y f
>-/P GUARI i L"E
‘ o,
Paraguay Senen 5
———— Intemational boundary \ "
e Dt 5 e ITAPU
*  National capital NEEMBUCU ™ — y oI}
©  Department capital / 1
+—— Railroad
Road
The city of Ascuncion has status equal to that of a department.
) 100 Kilometers
'_I_l_._|
) 100 Miles
Lambert Conformal Conic Projection, SP 20 455/26 105
Base 802621 (541393) 11-98

Source: 'Paraguay (Political) 1998’, Perry-Castanesda Library Map Collection, University of Texas Libraries,
http://legacy.lib.utexas.edu/maps/paraguay.html, accessed May 2021.

13

This document is exclusively authorised for use in the Public Corruption Turnarounds Programme at the Blavatnik School of Government, May 2023.



Confronting corruption in Paraguay’s housing ministry

Exhibit 4: Simplified SENAVITAT organisational chart, September 2014

Minister

General
ctors

Directors

Director of
protocol and

leadership

Departments

Level of political

ceremonies

Director of
administration of
goods and services

Procurement Director of General Director of Director of
Office intemal control Secretary internal audit the cabinet

Departments Directors Directors Directors Directors
Departments

Strategic support
units.

Departments Departments Departments Departments

_e Director of management Director of _udminis?raﬁon Director of Information and Legal and
% 5 and personnel development and finances Communication Technology notarial director
25
§ E Directors Directors Directors Directors
= 2
Departments Departments Departments Departments
@ Technical director Director of Director of Social director
E housing planning habitat
5 Directors Directors
2 Directors Directors
2 Departments Departments
Departments Departments

2
55 Director of Director of credit Director of National unit for executing National unit for National unit for executing the
52 strategic projects and financing for housing the Sembrando executing the UNE/CHE UNE/FOCEM/MERCOSUR
5 E housing subsidies Oportunidades programme TAPY| programme ROGA) programme
£
%8 Directors
- g Directors Directors Departments Departments Departments

Departments

Departments Departments

Source: Compiled by case writers from ‘Organigrama Estructural SENAVITAT’, Ministerio de Urbanismo, Vivienda y
Hdabitat website, https://www.muvh.gov.py/sitio/wp-content/uploads/2016/06/Organigrama-SENAVITAT-Res.-3030-
Dic.-2015-Enero2016.jpg, accessed May 2021.
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Exhibit 5: Resources and projects outlined in the PLANHAVI, 2012

Resources assigned and projects executed by CONAVI/SENAVITAT, 2008-2011:

Years Budget New Expanded Total Budget/housing
(USS millions) homes and improved housing solution (US$S
homes solutions thousands)
2008 27 600 50 650 42
2009 31 2100 250 2350 13
2010 34 1300 1100 2400 29
2011 84 4300 1400 5700 15

Projection of resources assigned and projects to be executed by SENAVITAT in the PLANHAVI,

2012-2020:
Years Budget New Expanded Total Budget/housing
(USS millions) homes and improved housing solution (US$
homes solutions thousands)
2012 150 7,000 3,000 10,000 15
2013 180 7,770 3.800 11,500 16
2014 219 8,500 6,100 14,600 15
2015 259 9,300 9,000 18,300 12
2016 311 10,200 12,800 23,000 14
2017 373 11,300 17,100 28,400 13
2018 448 12,400 22,900 35,300 13
2019 537 13,600 30,100 43,700 12
2020 645 15,000 38,800 53,800 12

Source: Compiled by case writers from SENAVITAT, ‘PLANHAVI: Plan Nacional de Hdbitat y Vivienda del Paraguay’
(2012), https://www.muvh.gov.py/2publicaciones=plan-nacional-de-habitat-y-vivienda-planhavi, accessed May
2021.
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Exhibit 6: Worldwide Governance Indicators in Paraguay 2000-2010

Indicator Country Year Percentile Rank (0 to 100)

Voice and Accountability Paraguay 2000

2005 —

2010 R
Political Stability and Paraguay 2000 —
Absence of 2005 L —
Violence/Terrorism 2010 _—
Government Paraguay 2000 =—
Effectiveness 2005 L —

2010 I
Regulatory Quality Paraguay 2000 .

2005 =

2010 =
Rule of Law Paraguay 2000 =

2005 |

2010 =
Control of Corruption  Paraguay 2000 —

2005 E—

2010 e

o
N
[}
IS
s}

60 80 100

Source: The World Bank, ‘Worldwide Governance Indicators’,
https://info.worldbank.org/governance/wgi/Home/Reports, accessed May 2021.
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Exhibit 7: Status of SENAVITAT housing projects, end of 2014

At the end of 2014, SENAVITAT current housing projects fell into one of four categories:

1. Unstarted, which included housing projects that were in the planning stage, that were
out for tender, where the contract had been awarded, or where advances had been
paid but no work yet begun.

2. Underway, which included new projects where construction had begun as well as
previously stalled projects that had been restarted.

3. Paralysed, which referred to projects where work had begun but had been
abandoned.

4. Rescinded, which referred to paralysed projects that SENAVITAT had decided to begin
the legal process of rescinding the confracts.

The following graphs show housing in each of these five categories by department.
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'Paralysed' houses by department
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Source: Compiled by case writers from SENAVITAT, ‘Balance Annual De Gestidn PUblica: Afo 2014,
https://www.muvh.gov.py/recursos/bg2014.pdf, accessed May 2021.
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