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Executive summary

The focus of this paper is corruption as amgor development issue. Frudtration that aid has
achieved =0 little has drawn atention to corruption as possibly a principal cause of failure.
The departure of corrupt Third World dictators of the Cold War erg, the crash in East Asa
(which had seemed both corrupt and prosperous), and the growing cost of corruption to
business have dl helped to focus minds. Y et the effects of corruption may be hard to
disentangle from other negative influences such as mismanagement. Thereisadso a danger
that the West may seek to use the corruption issue as a means to shift the blame for aid
falures and as another tool to reshape developing economies.

There are anumber of definitions of corruption. This paper definesit as “the act by which
‘indders profit at the expense of ‘outsders ” (conveying the ideas of abuse of position,
offending againgt relationships, and underhandedness). It may flourish both in over-
regulated and deregulated economies, under democracy or dictatorship. Mingling business
with politics (particularly ethnic politics) is a sure recipe for corruption. Other clear culprits
are secrecy (in government) and poverty.

Corruption takes many forms. It may beincidenta (bribesto junior public officids, little
macro-economic cost, but hard to curb), systematic (affects whole areas of government and
harms revenue, trade and development) or systemic (makes honesty irrationd and hasa
huge developmentd impact). Corruption infringes the fundamenta human rightsto fair
treatment, unbiased decision-making, and secure civil and paliticd gatus. Through
corruption the public services on which the poor depend are starved of funds, foreign
investors are driven away, and environmenta protection measures are flouted.

International action againgt corruption is being strengthened. It includes the US Foreign
Corrupt Practices Act, and conventions under the auspices of the OECD, the Coundl of
Europe, the EU and the OAS. The World Bank is seeking to cooperate with these moves
and to root out corruption from projectsit funds. At the nationa level some Western
countries are legidating on money laundering, and a number of African Saes have set up
corruption-checking indtitutions. Trangparency Internationa seeks to encourage prevention
measures and the reform of sysems. There is fill much to be done in the areas of civil
sarvice, tax and legd reform, decentralisation and the ending of unnecessary secrecy.

Corruption is not just a problem for the developing world. In the UK complacency, and
hypocrisy about corruption, make it more dangerous. Aresas of particular concern include
corrupt actsthat are not illegd, reliance on informa and unwritten rules, secrecy, the
purchase of intangibles (honours, influence, gppointments), tax havens, and the blurring of
the boundary between business and palitics.

The paper sets out some guiding principles for moves to tackle corruption: corruptionisa
burning mord and human rights issue; economic and politicd liberdisation is a best a partid
answer and may be no answer at dl; corruption cannot be tackled in isolation from other
issues such as poverty; it isajoint problem for devel oped and devel oping nations, secrecy is
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aclosdy-reated problem. A number of recommend- ationsfor action are put forward: an
dliance of civil society groups, including the churches, has akey roleto play in exposing
corruption and shaming governments into taking action (e.g. in tightening anti-corruption
legidation); they would need to ensure that their own houses were in order; pressure for
trangparency should lead not only to more effective use of ad money, but dso to the
empowerment of local people.

| ntroduction

In this paper we are concerned with the negative impact of corruption on development, and
the consequences for the poor. The impact may be very direct when, for example, aid
money is sphoned into private bank accounts, or bribes distort public spending priorities.
The poor will aso suffer indirectly when bribery damages awhole economy and public
sarvices suffer. It isthe poor who are most dependent on good public services, for they
have few dternatives (they cannot afford private hedth care or schools, for example).

Until recently corruption was an acknowledged fact of life, but was little talked abot.
Some responded to the problem with pragmeatic acceptance, seeing bribery aslittle more
than a different way of doing business, away to bypass red tape and to outdo business
rivas. Others were complacent about the problem, and others again were “narrowly
legdidtic’, doing no more than trying not to fal foul of the legidation.

Now it is beginning to be accepted that corruption is not a private matter between corrupted
and corruptor, but something that may distort and degrade whole economies and cultures.
Officids and executives from developing and post- Communist countries, surveyed by the
economist Daniel Kaufman of the Harvard Indtitute of Internationa Development, cited
public sector corruption as the single greatest impediment to development.® James
Wolfensohn, President of the World Bank, writes: ‘1 think it is astonishing that in one year
we should have come from being scared to mention the word [corruption] to having it asa
central item on the Development Committee agenda.’ > What has brought abouit this change
of attitude and pushed the question of corruption to the fore?

One obviousfactor isthe frudtration felt at the redisation that, in the last 40 years, so much
money has been spent on development aid yet in many countries there is o little to show for
it. 1tisnow recognised that poor governance (virtudly a synonym for corruption) isa
sgnificant cause of the failure. Then we can point to the end of the Cold War. The West no
longer feels the need to prop up corrupt, pro-Western dictators in the Third World in order
to contain Soviet influence. We can dso note the experience of East Asa Corruption had
been very much part of businesslife there, yet it had not seemed to prevent growth. The
financia collgpse of 1997/98 changed that perception. And the travails of former Soviet-
bloc countries, Russiaitsdlf in particular, made it clear that corruption is not aminor issue,
nor even one of many important problems, but absolutely key. Moreover, some spectacular
scandals in the Western world have brought home the fact that corruption is not confined to
the developing world. (There may, in fact, be greater risk of corruption spreading in the
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devel oped world because the complexity of trading relationships, and new technology, have
made it more difficult to police the system. Thereisnow an ‘enforcement gap.’) Ladlly, as
far asthe busness world is concerned, the growing cost of corruption (“thereis rapid
inflation in the currency of bribery” *) and its unpredictability, have been key factorsin
changing atitudes.

Whilgt noting this growing move to identify corruption as “the Sngle grestest impediment to
development”, aword of caution is perhaps appropriate. Firdt, in contrast to some other
magor Third World issues, there is a serious problem of measurement. Debt, for example,
and the cost of servicing it, can be calculated. The devastating impact of arms suppliesin
areas of conflict isvery obvious, even if defence budgets are shrouded in secrecy. Detalls of
the fluctuations in commodity prices and their impact on export figures are readily obtained.
Y et who can measure the actual amount of corruption when, dmost by definition, the whole
busnessisasecret? Although Trangparency Internationa compile an index of corruption, it
isaperception index, that is, aquditative index based on peopl€ s perception of the levd of
corruption in different countries.

Secondly, even if some estimates of corrupt payments can be made, how istheir impact to
be judged? How can the effects of corruption be disentangled from the effects of
mismanagement, the gap between rich and poor, naturd disasters, and al the other
problemsthat can afflict a Third World economy?

In the following pages we will begin by trying to define corruption, because the disease will
not be trested adequately if its nature is not understood. Then we shdl look in turn at the
context in which corruption flourishes, types of corruption and their cogts. After thiswe will
review some of the counter-measures in force or under consideration. Then, after a brief
study of corruption in the developed world the paper attempts to draw together some
conclusions and recommendations.

Defining corruption

‘Corruption’ isavery broad term. It covers fraud (theft through misrepresentation),
embezzlement (misgppropriation of corporate or public funds) and bribery (payments made
in order to gain an advantage or to avoid a disadvantage). The different types of corruption
are likely to be closdly linked.

It is not easy to define a corrupt dedl in afew words because there are a number of
elementsto the transaction. Itisan act of theft (and hence an offence againg human
relationships), but it isavery particular kind of theft. One definition that has the virtue of
amplicity (but which needs unpacking) is “the act by which ‘indders profit at the expense
of ‘outsders ”. This can convey the ideas of abuse of postion, offending against
relationships, and underhandedness. Let uslook at these three areasin turn.

Firgt, we have abuse of pogition Human beings are, by nature, interdependent. They must
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seek sarvices from one another and supply them in turn, and justice requires that there
should be fair recompense for service rendered. However, one party to atransaction may
operate from a position of greater strength. He/sheisan ‘indder’. If this postion is misused
it makes the transaction corrupt. For example, the strength of one party may arise because
they control the supply of agood, have discretion in giving or withholding that good, and are
not held properly accountable for the choices they make. This has been expressed in the
form of an equation: corruption equas monopoly plus discretion minus accountability
(C=M+D-A). The party in apostion of srength is often a public officid, hence the
common definition of corruption as “the abuse of public office for private gain”.

Secondly, we have the offence againg relaionships. The weaker party in the transaction is
treated as an ‘outsider’, but there may be others who are even further ‘outside’. This
happens when both parties to a corrupt transaction come from a position of relative strength,
but with aview to excluding others. Thismay arise, for example, because the individua or
company that is made an ‘outsder’ loses a contract, or is queue-jumped. Or it may be the
generd public which suffers the consequences of the corrupt transaction. They may pay a
higher price for agood such as eectricity, or obtain a poorer service - and they may be
quite unaware that they are paying.

Thirdly, thereis the underhandedness. Because the transaction is illegitimate the partieswill
usudly try to keep it from the public domain.

Even with cdlear identification of the eements of a corrupt transaction it will not dways be
possible to rule that a particular transaction isright or wrong. Rather we may be faced with
ascade, and at some point on that scae the transaction passes from being legitimate to
becomeillegitimate. The act of giving, for example, is naturd to the human psyche, and a
gift can be alegitimate expression of thanks for a benefit received. Y et at some point on the
‘sca€ the 9ze of the gift, or the context in which it is given, may render that gift a bribe.
Reationships are another case in point. Stable relationships (as business or political
asociates, for example, or as members of the same ethnic group) are vauable ‘ building
blocks of society. Yet a some point these relationships may degenerate into * cronyism’ or
mere ethnicity. Another issueisthat there may be some extenuating circumstances atached
to the corruption. The sdary of the corrupt officia may be whally inadequate, or smply
unpad (because of mismanagement or theft by those higher up the government machine))
Thus his search for a bribe may be a rough-and-ready attempt to rectify the theft
perpetrated agangt himself.

We end, then, with adifficulty. One person’s perception of corruption may not be shared
by another. There are “different linesin the sand in different places’. One sees bias (and
suspects corruption) while the other deniesit (bias worksin subtle ways). One sees secrecy
and the other confidentidity. Trangparency Internationd notes that “thislack of commondity
of understanding adds to the difficulty of combating corruption”.*



Fertile ground for corruption

If corruption isto be serioudy addressed then its causes must be clearly identified.

Those who see the free market as the only redlly valid economic framework tend to regard
over-regulation asthe mgor factor in the growth of corruption. (It follows that, for those
who hold this view, deregulation is the answer to the problem.) The World Bank istypicd
of this gpproach. ‘Any policy that creates an artificia gap between demand and supply
creates a profitable opportunity for opportunistic middiemen.’ ° Examples of the kind of
rulesthey havein mind are; trade redtrictions (quotas, tariffs on imports or exports),
subgdies to favoured indudtries, price controls, multiple exchange rates, foreign exchange
alocation schemes, tightly-controlled government provision of credit. With an armoury of
rules and regulations behind them public officids can use rigid gpplication requirements to
cregte delays, and then take bribes to bend their own rules.

The point may be alowed, though with two cautions. Firgt, it should be acknowledged that,
in the pagt, industridised nations used such measures in pursuit of nationa economic policy
and those measures did not, of themsalves, create widespread corruption. Secondly, it may
be noted thet there are other, perfectly legitimate, functions of government which are
vulnerable to corruption, such as public procurement, re-zoning of land, revenue collection,
government gppointments and loca government.

The problem with economic liber alisation isthat it is essentidly along-term strategy based
on market forces, and it will not render corrupt public officias honest and accountable
overnight. It ismore likely smply to displace and/or refine the corruption. Note the
following examples

Compstition is fundamentd to the market economy, but it isaso afactor in bribery. The
Control Risks Group (CRG) carried out a survey of US and European business directors.
They found that nearly 60 per cent thought that companies which do not pay bribeslose
international contracts either regularly or occasiondly.

Structurd adjustment programmes will dter comparative prices dramaticaly and lead to new
opportunities and incentives for corruption. Many people have lost out through these
programmes and they are more likely to engage in corruption.

The push for privatisation which got under way in the 1980s has opened up awhole new
fidd in which bureaucrats can exploit regulations and tendering processes for persond gain.®
Savatore Schiavo-Campo, advisor for public sector management and reform at the Asian
Development Bank cites the case of one unidentified Asan country where state assets
declined by $50 hillion in ten years as aresult of corrupt officids undervauing them for e
to locd and foreign investorsin return for commissions.

Globdisation is increasing the dangers, diminishing the authority of governments (especidly
the weaker and poorer ones), and inadvertently giving new openings for the crimina world
to globdise aswdll.



The kind of corruption in society may be governed by the nature of the political
framework. An authoritarian, unaccountable regime is perhaps more likely to be corrupt
because of the absence of any externa checks, but democracy brings no in-built deterrent to
corrupt behaviour. Politicd liberdisation may smply decentralise the corruption (as
happened in Thailand and the Philippines, for example) or divert the government from

reform as it seeks to win an eection (this happened in Ghanain the early 1990s). Lack of
cgpacity in government (aff ill-paid and under-resourced) rather than lack of democracy, is
probably more sgnificant in fostering corruption.

Mingling politics and businessis a sure recipe for corruption. Saudi Arabia (wherethe ruling
family has been described as “a business empire hiding behind the fagade of monarchy” )
has been quoted as aclassic example. Mexico isanother. The popular perception of the
politica system isthat the government helps big business which, in turn, acts as a cheque-
writing machine during political campaigns.

Mingling politics and ethnicity is another surerecipe. A correlation has been noted between
ethnic and extended family ties on the one hand and the pattern of corruption on the other.
For example, the corrupt officid may have been educated at the expense of the extended
family, who then expect favoursin return for their investment. A variation of the ethnic
network isahierarchy of patronage links. In India, for example, corrupt civil servants may
givether dlegiance to high-ranking politicians and, in return, enjoy their protection from
prosecution.

Denial of accessto information (aproblem in much of the developed world aswdl asin
developing countries) removes a powerful disincentive to corrupt practice.

The mativation for bribe-seeking is high where there is widespread poverty combined with
limited risk-gpreading. The bribery may be large-scale and highly organised. Thisis
particularly the case when theillega exploitation of resources (e g the fdling of tropica
timber, unlicensad diamond-mining, cocaine-trafficking) isat stake. In this casethe
corruption of officiadom becomes the necessary pre-condition for the activity to continue.
The corruption may aso be a theindividud leve. If public employees are under-paid
and/or unpaid they will seek to supplement their income by exploiting any ‘indder’ datus
they may have, seeking to ‘sdl’ ostengibly-free public services. Unpaid teachers, for
example, may seek bribes from parents who want to place childrenin school. Hedlth
workers may do the same with people who come for medica help. People are dso likdly to
fal back on ethnic and extended family ties, in which case ‘outsders will be exposed to
bribe-seeking.

Types of corruption

Riley categorises corruption under three headings. Thefird isincidenta corruption. Thisis
gndl-scde. It involvesjunior public officids, such as policemen or customs officers; it
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produces profound public dienation; it has little macro-economic cogt, but it is often hard to
curb.

Secondly, there is sysemdtic corruption. Thisis corruption that affects, for example, a
whole government department or paradtatd. It can have a substantid effect on government
revenues, it may divert trade and/or development; it can only be dedlt with by sustained
reform.

Thirdly, there is sysemic corruption, thet is, kleptocracy or government by theft. Inthis
Stuation honesty becomesirrationd, and there is a huge developmental impact.

South Korea provides an illugtration of incidenta bribery involving both junior and senior
officastaking bribes to hdp the sons of the wedlthy and the influentid avoid the military
draft. Thelist includes Generd Ha Y oung-po (who is aleged to have 225 bank accounts!) &

Examples of syslematic corruption are many and varied:

Fase names on apayrall. In Haiti, for example, Finance Ministry inspectors found that 23
per cent of the names on the government payroll were bogus.’

‘Around US$69.6 million or 7.6 per cent of Ugandan government expenditure went missing
from public coffersin the year ending June 1997, the latest auditor generd’ s report said.

The funds were lost through unaccounted expenditures, incorrect expenditures and
unauthorised cash withdrawals. *°

As dready noted, privatisation offers scope for embezzlement as State-owned assets may be
under-priced and then bought by ingders. In South Africa government officids and
paliticians have sold state-owned farms to themsdlves for as little as R7,000 and resold them
for as much as R750,000."*

The process of public procurement gives wide scope for corruption (through paying bribes
to secure contracts, over-priced contracts, ingder dealing, claming payment for goods
which have not been delivered, etc.) Tanzaniaprovides an example. It gave a power
contract to Mdaysia under which the government would have been locked into buying
electricity at 2.5 times more than power due to be supplied by another company, Songo
Songo. (Under pressure from donors the government subsequently challenged the dedl )™

For examples of systemic corruption we turn to Nigeria, South-East Asia, and Colombia:
The Abacharegime in Nigeria made use of atwo-tier exchange rate systiem. Thus, for
example, Mohammed Abacha, the son of the former dictator, is aleged to have taken $100
million from the Centra Bank, sold it on the black market at N84 to the dollar, then repaid
the CBN at the official rate of N22 to the dollar.®

The Concord newspaper reported (August 1998) that Abacha had embezzled $12 million
of UN funds given for peace-keeping operationsin Liberiaand SerraLeone. The
authorities have identified $1.8 billion placed by Abachain bank accountsin Brazil,
Lebanon, Switzerland and the UK. Saudi Arabia, Egypt and Turkey have aso been used
(The Journal 14/8/98). Altogether, Abachaand hisfamily are said to have stolen $5 hillion
from the nation’ s treasury during his four-year rule.

The exploitation of resources that are either scarce or illegd provides many examples of
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bribery. South-East ASais plagued by illegd fdling of timber. On the Thai/Burmese border
(to cite one specific case) condderable bribes were paid to officials of the forestry, customs
and locd adminigration, as well asthe army and police, to dlow the remova and transport
of 13,000 tesk trees to Burmaand their return across the border as‘Burmese' trees™
Bribery has facilitated the loss of dmost 90 per cent of the Philippines primary forest, and
thisin turn has resulted in erosion, loca climate change, etc. (Nor did the Stuation change
much after the fal of Marcos. Many of the newly-€dected congressmen had direct or
indirect interests in the logging industry.) In Indonesiaforest destruction istied in with a
patronage system linking an undemocratic government, the military and business leaders.*®
Trangparency Internationa asserts that the only solution isthe collapse of the entire system,
for corruption is a symptom, not the diseaseitself. The whole context of land use and
forestry policy must be looked at.

Colombia s Public Prosecutor’s Office is now investigating an estimated 80,000 drugs-
related cheques, that is, cheques from bank accounts managed by the Cdi cartel and drawn
in favour of prominent figures. The latest 37,000 to be found have atota vaue of over
US$500 million. This confirms yet again the degree to which drug money has permested
Colombian public life’

Systematic and systemic corruption will include palitica corruption (buying votes,
discrimination in the selection of candidates, dubious sources of party funds, jobs for
supporters) and corruption of the lega process (buying judges and policemen, mdicious
prosecutions). Venezuela s anti- narcotics chief has aleged that ten judges accepted bribes
in exchange for ruling in favour of the heads of drug rings (though smdll traffickers are sent to
jal without atrid).® The prime minister of Albania (ranked by the World Bank as the most
corrupt country in Europe) has said that corruption within the police isin some cases “at the
centre of organised crime”.*®

The costs of corruption

Far from being a“victimless crime corruption infringes the fundamenta human right to fair
treatment. All persons are entitled to be treated equally, and when one person bribes a
public officid he acquires a privileged satusin relation to others. He becomes an ‘indder’
while others are made ‘outsiders (and the more ‘outside’ they are - the very poor, the
landless, women, ethnic minorities - the more they will be hurt). Clare Short, the UK
Secretary of State for Internationa Development, notes a report in the Indian magazine
Outlook to the effect that the bribe for a new water connection was R1,000. This
effectively excluded the poor from access to running water, with al the hedth and time-loss
implications that thisentails. Corruption is thus profoundly inegditarian inits effects - it has a
‘Robin Hood-in-reverse character. Hugh Bayley MP, introducing a bill to create offences
of internationa bribery and corruption, went so far asto say that “bribery isadirect transfer
»n 20

of money from the poor to therich”.

Secondly, corruption results in biased decision-making, as consderations of persona
enrichment take precedence over the establishment of rightsfor dl. Government
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expenditure will be prioritised according to opportunities to extort bribes rather than on the
basis of public wefare, and companies will be preferred on the basis of their willingnessto
pay. The poor may then pay the cost of bribes indirectly through higher prices for essentid
sarvices. If acompany pays a bribe to secure a contract to supply electricity or water, for
example, and the poor buy the dectricity or water, then they will be paying an artificidly-
high price for that service. Furthermore, specific goods and services may be bought that
would not otherwise have been bought a dl. There will dmost certainly be over-investment
in capital goods (‘white eephant’ projects, large defence contracts) a the expense of GDP
growth.

Thirdly, corruption leads to infringement of civil and paliticd rights, for example, granting
timber rights in an areawhere indigenous tribes gain their living, bribing ajudge or court
officid, interfering with the electora process. Corruption, and the secretiveness associated
with it, may become one of the props of an authoritarian state. Corrupt leaders will be
reluctant to relinquish their hold on the nationd purse and may resort to human rights abuse
in order to stay in power. (Burmaisaclear casein point.) Inother circumstances
corruption may so undermine the forma processes and ingtitutions of the state thet it
becomes dmogt irrelevant. There are anumber of cases (Iran, Nicaragua, Sierra Leone and
former Zaire) where high-level and systemic corruption has been an ingredient in sparking
avilian unrest, even revolution. The poor are dmost sure to suffer in the ensuing didocation.

Corruption has further ramifications. When corrupt |eaders waste aid money, siphon off
nationa resources and build up foreign debt (so that government revenues are then diverted
into debt-servicing), or when the shadow economy flourishes at the expense of the above-
board economy, then government revenue is reduced. ‘On the basis of timber known to be
exported [from Cambodia] in 1995 and 1996, US$ 400 million should have gone into the
dtate budget, but only 10 million went in.’#* What islogt to the common purse through this
‘grand corruption’ is, by definition, not available for the provison of public services. When
public services declineit isthe poor who suffer. They are the ones most dependent on those
sarvices, and they do not have the resources to pursue exit strategies. If, for example,
government schools decline because they are under-funded then the poor cannot send their
children to private schools.

The ramifications spread yet further. Productive foreign investment may be logt. Before the
Adan crigs of 1997/98 there were some who argued that corruption was not harmful, it
merely greased the whedl's of commerce. It was pointed out that some countries which
ranked high in surveys of the level of corruption, aso excdled in economic growth. The
World Development Report notes that the question of predictability (the amount to be paid,
the certainty of outcome) throws some light on this gpparent paradox. ‘For agiven leve of
corruption, countries with more predictable corruption have higher investment rates.’
However, the Report went on to state that even in these countries corruption had an
adverse impact on economic performance, because the higher transaction costs and
increased uncertainty put off potential investors. Time magazine % quotes research by
Professor Shang-Jn Wel of Harvard School of Government to the effect that the high level
of corruption in Mexico compared with Singapore was the equivaent of a24 per cent
increase in the margind rate of taxation.



And the ramifications spread yet further again. A conservationist, Lansen Olsen, in aletter
to the Transparency International Newsletter 2 notes that “political corruption isamajor
feature of the politica habitat in which wildlife conservation efforts snk or swvim”. When
corruption breaches regulations designed to protect the environment, everyone suffersin the
longterm, asthe loss of primary forest leads to soil erosion, local climate change etc, but it is
the poor who have the smallest resources with which to weether environmenta degradation.

Corruption can dso have ugly and unpredictable consequences for the (Western) briber.
As soon as he pays he begins to lose control. If he does not get what he paid for heisin no
position to complain. Having broken the law heis vulnerable to blackmail. If hetriesto
break the corrupt relationship he may face avariety of threets, including the threet of
violence.

Casestudy 1. SierraLeone

Few would quarrd with the assertion that corruption in Africa has damaged devel opment
objectives, undermined long-term economic growth, increased poverty, and contributed to
the continent’ s declining position in world trade. Yet it must o be acknowledged that it is
difficult to disentangle the debilitating effects of corruption from other factors, such as

ma administration and incompetence, large-scale fraud, organised and disorganised crime,
and internationd theft. The West African sate of Serraleoneisacasein point.

Rich in diamonds and with ardativey-small population, Sierra Leone could be one of the
wedlthiest countriesin Africa. Infact it isone of the poorest, not only in Africabut in the
world. Since 1991 it has experienced the ebb and flow of abrutd civil war. Apart from
those who have died, many have been maimed (by having their hands cut off) or driven into
exile. Precise numbers are hard to come by, but 50,000 are said to have been killed since
1991. The recent (January 1999) rebel attack on Freetown left 5,000 dead and 5,000
amputees, while 5,000 children were abducted and 70,000 people were made homeless.
At the beginning of 1998 there were 500,000 refugees in neighbouring countries, and up to
onemillion are said to be interndly disolaced. The war hasinvolved the rebds of the
Revolutionary United Front (RUF), the Sierra Leonean army, anumber of civil defence
forces (the ‘Kamgors being the most sgnificant), troops (mainly Nigerians) of the West
African peace-keeping force ECOMOG, and mercenaries from companies with various
security and mining interests in Africa, and having roots in South Africa, the UK and the
USA.

The RUF do not enjoy widespread support, yet since 1991 the Sierra Leonean army has
proved quite incgpable of providing a credible response to the threat which they have
posed. Thefact isthat the efficiency of the army has been steadily weakened by successive
governments in Freetown, who have made military gppointments and promotions on
grounds of ethnic and politicd affiliations. This policy resulted from eventsin 1967 when a
coup and counter-coup opened the eyes of paliticians to the potentialy-key role of the
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military in any power struggle. These upheavads saw the All People' s Congress (APC)
displace the post-independence administration of the Sierra Leone Peopl€' s Party (SLPP).
The dectorate rg ected the SLPP in 1967 on account of their corruption, nepotism and
fiscd mismanagement, only to find that the APC manifested the samefailings. Corruption
became systemic, based on “the theft of government revenues and the unusua
characterigtics of the political economy of Sierra Leone, an economy principaly based upon
the officid and smuggled export trade in dluvid gem diamonds, gold, other minerds and
agricultura produce’.”® A huge ‘parale’ economy, even a‘shadow state’ devel oped.

Is there any way out for SierraLeone? The standard recipe urged by the West isamix of
economic and political liberdisation. Yet, asRiley points out %°, there are problems over the
compatibility of the gods of economic and paliticd liberaisation in the abstract and the redl
world of African paliticd economies. Only authoritarian governments (such as Ghanain the
1980s) have been able to sustain economic liberdisation over time. When democratisation
has come firdt, governments have then had difficulty implementing economic liberdisgtion.

‘ Anti- corruption measures are likely to meet with the grestest difficulties in the conditions
prevailing in many African societies alarge, peasant-based mainly subs stence sector; a
disarticulated and poorly integrated economy; serious primordid divisons, awesk civil
society and accordingly high levels of public mistrust.”

Combating corruption

“Corruption is one of the few disasters which iswholly man-made’®® and, this being so,
there should be remedies a hand. There are in fact a number of anti-corruption initiatives
afoot a the moment. These may be divided into:

internationa (e.g. OECD, EU, World Bank)

national (e.g. auditors-generd, sate funding of parties, police reform)

locd or ‘citizen’ level (media exposure, complaints and redress, decentraisation, new
adminigrative procedures such as establishing overlgpping jurisdictions)

populist measures (purges of civil servants, ‘new citizen' campagns).

Before looking at international measures we will consder one national measure that has had
far-reaching internationa implications. Thisisthe US Foreign Corrupt Practices Act of
1977 (FCPA), passed in the aftermath of the Watergate scandal and revised in 1988. It
covers payments to public officids and their political parties and officids of the parties.
Under the Act aUS parent company is held responsible for corrupt conduct on the part of
its subsidiary when it knew about, controlled, or authorised that conduct. It isnot held
responsible when the subsidiary acted independently and without the knowledge of the
parent company. ‘Grease payments for alimited list of routine governmenta actions, such
as connecting ateephone, are not deemed unlawful. The Act imposes fines of up to two
times the benefit recaived. Thereisaso the negative publicity factor.

Views differ asto theimpact of the Act. The Washingtonbased Council on Hemispheric
Affars saysthe USisfalling to enforceit. Before the passng of the FCPA the Securities
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and Exchange Commission uncovered corrupt payments by over 500 US companies. Since
1977 the Justice Department has brought only 30 to 40 criminad cases and five civil cases.
Between 1994 and 1996 (the most recent years for which statistics are available) the
Department investigated only 11 cases and did not initiate a single prosecution. ° In
response to these figures it may be acknowledged that it is not easy to draw up a
prosecution case without internationa cooperation. Also, mere prosecution figures are
mideading. The sgnificant questions are: has corporate conduct been changed? do the
pendties for getting caught outweigh any supposed benefits? To both questions the US
Department of Justice, would answer ‘yes. They assert that the FCPA has brought about a
sea-change in the way US companies do business. On the whole they police themselves
through their internd compliance programmes. If they do dip up the Fraud Section is there,
armed with the FCPA and its “ substantial and dissuasive punishments’. *

The USA began to work for an internationa anti-corruption agreement as long ago as 1989.
The OECD Convention on Combating Bribery of Foreign Public Officials was sgned
in December 1997 and came into force on February 15, 1999. It paralels the US FCPA.
Under the Convention signatories are required to ensure either that they can extradite their
nationals to the country where the offence was committed or prosecute them themselves,
and any datute of limitations must alow adequate time for investigation and prosecution.
Thiswill mean participants having in place the mechanisms of mutua assstance and
cooperation. Enforcement is by mutual eva uation and peer pressure through the OECD
Working Group on Bribery in International Business Transactions. Adherence to the
Convention is open to non-OECD countries which have been invited to become full
members of the Working Group. Taiwan, South Africa, Venezuela, Crodtia, Russia,
Romania and others have expressed their willingness to sgn up.

The Convention has a number of shortcomings:

It ams to achieve equivaence in anti- corruption measures, yet there is no specific provision
exduding ‘reservation clauses (clauses which dlow a sgnatory to hold back from
committing itsdf to implementing certain measures under the convention).

It islimited to the bribery of foreign officids, and does not cover payments to politica
paties. It thusfailsto recognise that influence can be bought indirectly.

It tackles *grand’ corruption, but not ‘ speed’ payments.

Despite these shortcomings the Convention would seem to have a good chance, given time,
of changing the dimate in which internationa business is conducted.

The Council of Europe' s Criminal Law Convention on Corruption coversthe whole
field of corruption (payer/receiver, public/private, home/abroad). It dso coverstrading in
influence, false accounting, corporate ligbility and the ‘laundering’ of the proceeds of
corruption. Signatories are required to adopt minimum standards in criminaising acts of
corruption, and to bring their crimind laws into closer harmony. Both this and the OECD
Convention provide for crimind, civil or adminidrative liability. Sanctions must be “ effective,
proportionate and dissuasve’ and must include forfeiture of the proceeds of corruption
(‘proceeds meaning any economic advantage derived from the offence).

Twenty out of the 40 countries represented in the Council signed the convention on January
12



27,1999, and it is open to dl countries by invitation. Severd non-member states (including
the USA, Canada, Japan and Mexico) which took an active part in preparation of the
Convention will be adleto join as of right. Enforcement will be by mutud eva uation and
peer pressure through a watchdog body, the Group of States againgt Corruption (GRECO)
established by the Committee of Ministers of the Council of Europe.

The Convention stands a good chance of obtaining the 14 ratifications needed, and it was
expected to come into forcein mid-1999. Will it be effective? There are some hopeful
sgns. Firgt, the mutua assistance and cooperation provisions are ‘free-standing’, thet is,
they do not depend on mutua ass stance arrangements under any other convention.

Second, the provison for up to five ‘reservation clauses istime-limited. A reservation will
expire after three years unlessit isrenewed. If a Sate wishesto renew the reservation, it will
have to explain the reasons to the other Sgnatories. Given the wide scope of the
Convention and the enforcement mechanisms available, there is much to be said for this
measure becoming the globd anti- corruption insrument.

The EU Convention of May 1997 has a number of gnificant shortcomings. It isredtricted
to the 15 members of the EU, and a state may refuse to prosecute in respect of corruption
occurring outside its borders. It only tackles public sector corruption, and there is no
enforcement mechanism. All members must ratify before the Convention comesinto force
and so far none has done 0. (The European Union clearly has some way to go in tackling
corruption. Its own spending watchdog, the Court of Auditors, acknowledges that
measures to combat fraud in the EU are till complex, cumbersome and fraught with
ddays)*

A few points of comparison are pertinent at this point.

Under the OECD Convention bank secrecy is not dlowed as aground for refusng mutud
legal assstance. The Council of Europe Convention goes further, requiring states to enact
laws dlowing bank, financia and commercid records to be ingpected and, if necessary,
seized. The EU Convention, however, makes no reference to bank secrecy (let alone
seizure of records).

None of the conventions refers specificdly to blacklisting or debarring from the right to
tender for apublic contract, though the wording of the OECD and CE Conventionsiswide
enough to include it. Such a measure would, however, depend upon conviction, or
egablishing of lidbility.

Before turning to other internationa measures we may note here that the European
Commission has recently decided to introduce an anti-corruption clause as a standard part
of its financing agreements with the Asia, Caribbean, Pacific (ACP) group of countries. The
EC now reserves the right to suspend or cancd funding for a project where corruption is
found and no steps are being taken to remedy it. The issue also forms part of the
renegatiation of the Lomé Convention. All thisis somewhat ironic in the light of the EU’s
own problems with corruption.
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When addressing the annua mestings of the World Bank and IMF in October 1996 James
Wolfensohn, President of the World Bank, spoke of the “cancer of corruption”. This
sparked rethinking at the Bank. 1n 1997 the Bank amended its procurement guidelines to
address corruption in Bank projects and in 1998 it established an Oversight Committee on
Fraud and Corruption. The Bank’s anti-corruption policy framework envisages actionin
four aress:

efforts to prevent fraud and corruption in the projects it finances, where corruption is
systemic, is affecting projects, and the government is unwilling to act, the Bank now
proposes to reduce its lending or stop it dtogether, dthough it will continue to support civil
society organisations

assstance to countries that ask for help in fighting corruption (about two dozen countries
have asked for help, and the Bank is active in about haf of them)

incluson of corruption in its country analyses (the Bank is working on a broad set of internd
and externa cross-country indicators)

active participation in internationd efforts to address corruption.

The Bank has dso decided that it cannot campaign againgt corruption in borrowing countries
when there is no absolute certainty that the bank itsdf maintains the highest sandards. It has
therefore gppointed ateam of outside auditors to investigate alegations of Bank
corruption.®

The fact remains that, in the Bank’ s view, the principa way to reduce corruption isthrough
deeper and more thorough economic liberaisation and deregulation (in Bank-speak
“diminating interference with the market”). * Thus it seeks to foster moves that will darify
and streamline laws reducing officid discretion, introduce market-based schemes that limit
the discretion of regulators, make rules trangparent and adopt adminigtrative reforms that
introduce competitive pressuresinto government. The Bank seemsto be less concerned
about strengthening public ingtitutions and increasing public awareness, and cynics might
argue (as Riley points out®) that the Bank is Smply pursuing structural adjustment by
another route.

Trangparency Internationd have urged that the corruption issue should be put on the agenda
of the World Trade Organisation.®* Certainly there is no reason why countries should not
be able to complain to the WTO if they fed they have been harmed by improper
competition.

In March 1996 a mgority of the members of the Organisation of American States
(OAYS) signed up to the Interamerican Convention againgt Corruption. By September 1998
ten ratifications had been secured.®® In May 1998 the Commonwealth Secretariat
announced the formation of a group to examine issues related to good governance and the
eimination of corruption. The Asian Development Bank (ADB) plansto attack
corruption on severd fronts. It seeks to strengthen public ingtitutions by making them more
efficient and accountable, press for increased market liberdisation to break up monopoalies,
and help governments that ask for anti-corruption assstance. It also seeks to raise anti-
corruption issues in country development discussions with governments and ensure that its
own projects and staff adhere to the highest ethica standards. The ADB does not see itsdlf
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asa‘policeman’ (the emphasisison prevention), but under the new policy there are
provisons for suspending or cancelling loans where there is “ credible evidence of

corruption”.*’

There are some hopeful developmentsin the area of international legal reform. One
truly- positive outcome from the international war againd illicit drug-trafficking is the
development of legd frameworks which facilitate the investigation and seizure of proceeds
no matter which jurisdiction they may bein.

Trangparency Internationa has produced a corruption per ception index annudly since
1995. At best such an index can measure only two things: trends, and the postions of the
countries concerned relative to one another. It cannot measure the absolute amount of
corruption in society, and it takes no account of the role of bribe-givers® However, the
index is having some effect. Argentina, for example, is given aranking that the government
finds embarrassing, and Poder Ciudadano (representatives of Transparency Internationd in
Argentina) have now been brought in to collaborate with the Public Ethics Officein an
initiative to measure the leve of corruption in Argentina. Brazil has reacted to itslisting at
number 40 by preparing a code of conduct for high-ranking officias™

Internationa conventions are a good gtart, but they will only be effective if they are
trandated into national measures. We note here some of the moves that are afoot, and then
congder areas where reform is urgently needed.

Switzerland has long been ahaven for fundsillegdly acquired. New legidation on money-
laundering cameinto forcein April 1998. Now not only banks but other financid
intermediaries such as trustees, exchange offices etc will be obliged to scrutinise transactions
and inform the relevant supervisory authoritiesif they suspect money-laundering. In the
USA anew Money Laundering Act is gaining support in Congress. It would enable US
officasto seize the US assats of foreign government officids, their relatives and close
asociates, if ther funds originated from bribery, misgppropriation or theft.

In the United Kingdom there are a number of measures under consderation which are
relevant to the subject of corruption. The Home Office has carried out areview of the
Prevention of Corruption Acts 1889-1916 as afollow-on to Lord Nolan’swork in the
Committee on Standardsin Public Life. A UK Law Commission Report ‘ Legidating the
Criminal Code: Corruption” recommends four new offences of corruption (in place of the
present statutory and common law offences) and the crimindisation of cross-border bribery.
A UK government consultation paper was expected by the 1999 summer recess® The
long-awaited white paper on freedom of information (crucia in any serious moves to tackle
corruption) has now been published. Under the proposa's an independent Information
Commissioner would oversee implementation of the measures and handle gppedls.
However, the paper has comein for alot of criticism on the ground of its sweeping
exemptions. It makes provision for exemptions on grounds of persona privacy, commerciad
confidentiaity, national security and law enforcement.** As part of its ‘ good governance’
programme the Department for International Development (DFID) is funding research into
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the causes and control of corruption. The research (which is based at Liverpool John
Moores University) aims to combine academic research output with concrete policy
recommendations and innovations. Research areas include: the causes and impact of
corruption; the political, economic and socia environment of corruption in Eastern Europe,
Africaand East Ada therole of the globa economy, including the links between corruption,
fraud and internationd illicit capitd flows.

NGOs with links to the developing world are aso engaged in research on this subject.
Tearfund' s Research and Policy Team, for example, notes that while work is being done on
corruption at government and internationd levd, little is being done on countering the
corruption faced by poor communities and those working in development. The Team is
therefore commissioning research (probably with a Latin American partner) to examine the
issue of corruption from atheologicd, developmenta and culturd perspective. Theam isto
provide guidance on how Tearfund staff and partners should respond to the moral
complexities raised by corruption.

In Africa anumber of corruption-checking ingtitutions have been set up. These include the
Hedlth Commission in South Africa, the Kenyan National Anti- Corruption Authority, the
Ombudsman in Uganda, the Anti- Corruption Bureau in Maawi, the Presdentia
Commission on Corruption in Tanzania, and the Anti- Corruption Commission of Zambia. A
well-resourced agency has the potentia to be a powerful tool to expose corruption. If such
an agency isto be credible there must be along-term commitment, and there need to be
checks againgt misuse of the agency for politica ends, e g usng it to harass politica
opponents.

Among the reforms at national level which need to be considered are the following:

Civil service reform (reduction in the discretionary powers alowed to bureaucrats and an
increase in accountability; abolition of unnecessary procedures and licences; requirementsto
disclose assats and liabilities, and sources of income and benefits received - a senditive area,
but crucia when public officias become wedthy beyond known sources of income).

Tax reform (dimination of the tax deductibility of bribes; definition of a bribe as againgt
legitimate broker fees and commissions).

‘Subddiarity’: an over-powerful centre is an open invitation to corruption, so decentralising
decisiontmaking can reduce the scope for bribery. However, new powers would have to
be matched by new accountability (e g the oversght and auditing of public procurement)
otherwise decentrdisation may smply creete lower-leve corruption.

Freedom of information isapowerful check againgt corruption, but in too many countries, in
the developed as well asthe developing world, thereis an unhedthy culture of secrecy. The
balance needs to be shifted so that those who seek information do not have to explain why
they want it, but rather the officials who seek to withhold that information must make a clear
casefor doing 0. Therole of the investigative media should be welcomed as a further
check on wrong-doing.

Legd reform (crimindisation of the payment of bribes; strengthening cross-border
cooperation on such matters as extradition; adoption of powers to undo corrupt ‘trusts and
‘gifts'; measures to tackle colluson so that individuas become * congtructive trustees’, that
is, liable for the corrupt gains of the group; measures to strengthen judicia independence).
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One notable example of action at locd or ‘citizen' leve isthe work of Transparency
International. Tl wasformed in 1993. It does not expose or investigate individua cases
of corruption. Ingtead its emphasisis on prevention and on reforming systems. Among the
measures it advocates are the following:

The“idand of integrity” approach. This meansfencing off an area of government activity in
order to address corruption in amanner isolated from the cross-pollination of other
influences.

The Environmental Management Systems (EMS) being tried in the USA, aiming to
strengthen corporate environmental management.

Integrity Systems based on amunicipd survey, the integrity workshop and the integrity pact
(an agreement among al potentia parties to a procurement that they will neither bribe nor be
bribed), an dected legidature, with power to hold public officias to account.

TI does have some credibility problems of its own, arisng from its links with internationd
inditutions and its pro-business bias. Neverthdessit can help palitica leaders and civil
society wishing to do something about corruption.

LaPaz Balivia provides an example of reform at the city level. The former mayor Ronad
MacL eanAbaroa turned around an impossible situation in his city in a couple of years. 2
Hisformulawas “sart in your own house, your own party”. He dashed the payroll by haf
(in order to raise the sdaries of the remainder), smplified the regulations, and arrested the
chief cashier and repossessed the car acquired by graft. He concludes’ The key is that
corruption is not a crime of passion, it isacrime of calculation.” *

Populist measures such as the purge may be dramatic but ultimately ineffective. Riley
notes a paradox: ‘ Extendve high-leve corruption can contribute to profound political
upheavas, but the problem of corruption does not disgppear with the removal of those key
officidsidentified as corrupt. Some would argue that real change cannot be achieved with
a‘top-down’ approach. A West African writer, A K Armah, has compared corruption
purges to an unusud kind of fishing. The smdl fish get caught in the net, but the big fish
escape.” Making an example of senior figures is a better strategy and sets a good
precedent though, admittedly, thiswill involve palitica difficulties. For example, some
African governments have resorted to scapegoats, or have been overtly partisan in their
corruption enquiries.

Corruption in the developed world

The developed world isimplicated in Third World corruption, both as the source of the
bribes and as the depository for corruptly-acquired funds. Apart from supplying the bribes
and recycling the proceeds the West has serious corruption problems of itsown. The
American naiond legidature, for example, has been described as “one vast system of
lobbying” and corruption in the European Commission hit the headlinesin March 1999.

In an, admittedly, imperfect index (based on suspicioudy-high levels of trade with dubious
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regimes) Transparency Internationd identified Belgium, France and Italy asthe three
countries most likely to harbour bribe-paying businesses. *° However, we will concentrate
on the stuation in the UK.

Case study 2: the UK

The petty corruption which is such ablight on the lives of ordinary men and women in the
developing world is not an issuein the everyday world of peoplein this country. Heads of
primary schools do not demand bribes before enrolling children in the school. The
receptionist a the GP surgery does not look for an under-the-counter payment before
making a patient gppointment. Learner drivers do not expect to get alicence by paying the
examiner. Thismay encourage the perception that corruption is not our problem, but
something ‘out there’. Thefact isthat corruption is avery serious problem in the UK, and
we are in danger of ignoring it through our complacency and hypocrisy. Ziauddin Sardar
comments. ‘ Any society that remains blasé about its ability to contain and withstand
corruption isvulnerable.”

The complacency and hypocrisy are closdly related. We can be complacent over the
supposed absence of corruption, but only because we are not being honest in our
definitions. Here are afew examples

The presence of corruption may be denied because, dthough the corruption exigts, it is not
actudly illegd. For example, the UK Government has taken no stepsto crimindise the
bribing of foreign public officids, asit is required to do under the OECD Convention on
Combating Bribery of Foreign Public Officids. It maintains that existing laws are adequete.
However, there has never been a prosecution under the laws for bribery of aforeign public
officid *® which suggests thet these laws are not as adequate as the government maintains.
In fact they only cover offences committed in the UK. Again, in many countriesitisa
crimind offence for the politica party in power to appoint to public office adonor to party
funds. Inthe UK, however, it is not an offence.

Another problem is the traditiona British preference for informd, largdy-unwritten rules.
Trangparency International comments. ‘All the evidence today points to the utter
inadequacy of thisinforma system. Corruption today can only be reduced if it ismade a
high risk and alow profit undertaking. Informa rules do not work nor do they wash with
the public.’ *°

Again, corruption may go unacknowledged, and therefore unpunished, because nobody
wants to admit faultsin our democratic and legd system. (Here complacency and hypocrisy
clearly merge)) A successon of miscarriages of justice in the 1980siillustrate the point. For
years distinguished jurists and senior civil servants obstructed efforts to have these
convictions reviewed because that would expose the system as fallible. *°

Corruption may be unacknowledged because what changes handsis not money. Instead it
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may be honours, privileges, influence and the socid and economic vaue of these intangibles.
Such cashless corruption may be related to the old schooal tie or to membership of certain
clubs. To quote Sardar again: ‘Britain, | would say, is more, not less, corrupt than the “third
world” ... Moreover, our corruption is less democratic: it is limited to those with privilege
and access to the system.” *

As a specific example of what may happen in the UK we may note the privatisation
programme, making particular reference to the 1996 sdll-off of British Rail. A 1998 report
submitted by the Public Accounts Committee of the House of Commons found thet rolling
stock sold for £1.8 hillion was resold only ten months later for £2.7 billion. Taxpayersthus
lost nearly £1 billion and former British Rall managers became multi-millionaires. The
committee found that the then Consarvative adminigtration had rushed into privatisation
without a proper assessment of the true vaue of the railways. They aso judged that
Hambros, the merchant bank which handled the sdle ‘ did not pursue externa bidders
thoroughly’, but rather the transport operator Stagecoach was ‘ apparently put off from
bidding'. ** Hands are wrung and cynicism isincreased, and there, it seems, the matter
ends. If this scenario was enacted in a Third World country, what would we call it?

Lest it be thought that corruption, though present, cannot be a serious economic problem,
we quote one case researched by the UK Chapter of Transparency Internaiond. In 1994
Gordon Foxley, acivil servant at the Ministry of Defence, was sentenced to four yearsin
prison for taking at least £1.46 million in bribes. The research carried out for TI-UK
suggested that he had caused up to £130 million in financial damage. Because orders were
placed oversess there were job losses a the UK factory (including loss of highly-devel oped
skills) and loss of profits. This, in turn, resulted in lower vaues for privatisation exercises.
On top of this higher prices were paid for the equipment concerned, and there was at least
one ingtance of a fuse that was ineffective in practice manoeuvres>

One areain which the UK bears a particularly-heavy responsbility, on an internationa scae,
is the maintenance of so-called offshore tax havens. According to Transparency
Internationa ‘ grand corruption’ would be impossible without these havens. They offer
banking, insurance and company formation services, but they are dso implicated in money-
laundering and tax evasion. It isestimated that as much as athird of the wedth of the
world' srichest people - an esimated US$ 6 trillion - isheld offshore. Amountsheld in
Swiss banks on behaf of African leaders done are said to exceed US$20 billion. > Apart
from such well-known destinations for illega funds as Liechtengtein, Luxembourg, Monaco
and Switzerland, the prime havens are the British dependencies of the Bermudas, the
Cayman Idands, the Turks and Caicos Idands, the Ide of Man, the Channd Idands and
Antigua. Despite occasiond adverse exposure in the media the havens remain ttractive to
host governments.  Julius Timothy, Finance Minigter of Dominica, announced in January
1998 that the government amed to make Dominica “the premier offshore jurisdiction in the
world”. *®> The EU, the USA, the OECD and the G7 are said to want to put an end to
competition from these havens, and the UK’ s 1998 budget proposasincluded amoveto
force offshore lifeinsurersto tell the Inland Revenue when UK residents and expatriates
cash in ther insurance policies. However, the Association of Internationd Life Offices
(AILO), which represents 35 insurers in Luxembourg, the Channel 1dands, Dublin and the
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Ide of Man, clamsthat the proposa's endanger client confidentidity, in breach of
Luxembourg's secrecy laws> The government’ s seriousness about thisissue will certainly
be tested to the full.

At present the stuation in the UK |ooks set to get worse, not better. More and more parts
of the government bureaucracy have been made into businesses. Sardar comments, * If the
government under which thisis dl hgppening has dready established a culture of centrdised
power and tight control of information, then there' s real trouble ahead. To make matters
worse, Tony Blar now relies amost completely on the business community for people to
work in the new informal executive branch. The demarcation between business and politics

is disappearing.’>’

We conclude this note by drawing attention to some key areas of concern:

The culture of secrecy in the civil service (highlighted in the Scott Report).

The reluctance to ‘ come clean’ about the sources of palitica-party funding. So long as
donations are kept confidentid, it isimpossble to know who has given what, and to judge
what benefits they may or may not have received in return. While the partiesingst on
maintaining secrecy the suspicion must remain that there is something discreditable thet is
being covered up.

The scope for corruption that arises from blind faith in *the market’, for example,
privatisation programmes, and the misuse of export credit guarantees. (Trangparency
International maintains that the current export credit sysemsin the EU condtitute an indirect
encouragement to bribe, the vaue of the bribe being included in the total value of the
contract.) Solong as‘market forces are held to be supreme opposition to bribery on
ethica grounds can be lightly dismissed as ‘naiveté . =

The appointment of political supportersto ‘ quangos .

The tangle of MPs business interests and their relations with professond lobbyists. These
can result in conflicts of interest, e g consumer and environment groups have pointed to the
report of the House of Lords Select Committee on GM foods and the fact that nine of the

12 members of the committee are farmers or otherwise have an interest in the food industry.
59

Conclusions and recommendations

Sadly, it seems that corruption isto be found wherever there are human beings. Archives
recovered from the adminigrative centre of Middle Kingdom Assyria (c 1,400 B C) refer to
civil servants taking bribes, with senior officids and a close rdative of the head of date
implicated. ® There are dso references to bribery in the Old Testament scriptures (see
Appendix 2). While these facts must foster redism, they need not persuade us that nothing
can be done. We suggest here anumber of key principles for acampaign againgt
corruption, and then some suggestions for action.

Principles
Thefirg principle, we suggest, is that corruption must be exposed for what it is, aform of
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organisad crime and a serious abuse of human rights. Much of the current anti- corruption
activity acknowledges that corruption is an ethical issue, but focuses on it a as a practical
issue. Thiswill not provide the foundation for asustained campaign. Drawing alesson from
the last century we may note that practica drawbacksin dave trading may have
strengthened the arguments of the anti-davery campaigners, but it was daving asamora
issue that stirred public concern and eventudly carried abalition through parliament.

Second, the developed world must not be alowed to use the corruption issue as away to
pin the blame for devel opment failures wholly on the developing world. Nor should anti-
corruption measures be confused with moves to reshape developing economies to suit the
West. To suppose that economic and politica liberdisation will resolve the problem of
corruption is, quite frankly, smpligtic. All the evidence indicates that corruption can flourish
in regulated and unregulated markets, under democracies or dictatorships.

Third, the issue of corruption will never be resolved if it is treeted as a problem solely, or
mainly, of the Third World. The developed world must set an example by addressing its
own corruption. Then it needs to acknowledge that it is aiding and abetting the corrupt of
the developing world. It is not enough to pursue the burglar and ignore the receiver of stolen
goods. Key issues here are the maintenance of offshore havens, and the activities of export
credit guarantee agencies.

Fourth, corruption cannot be tackled in isolation, but only in the context of efforts to reduce
world poverty. Corrupt individuas and companies may be exposed and punished, but of
itself thiswill only redirect the corruption. (There may be some pardlels with the war on the
drugstrade. Uprooting coca plantsin Boliviaor opium poppies in Afghanistan may give the
impression that something is being done, but the peasant farmers who grow them need to be
offered a better way to make aliving.) Other issues such asthe burden of Third World debt
and the imbalance of power in world trade need to be addressed at the same time as
tackling corruption.

Fifth, action amed specificaly againgt corruption will have to go hand in hand with action to
secure freedom of information.

Recommendations for action

Civil society groups (NGOs, the churches, the media etc) have akey roleto play in
exposing corruption and shaming governments into taking action. And civil society coming
together in a popular dliance would have an even stronger voice. Transparency
Internationd has the potentia to encourage such cooperation between individuas and
organisations.

A civil society organisation taking up the corruption issue would have to make sure thet its
own house was in order. Thiswould mean debating the issue interndly, drawing up and
implementing codes of conduct to guard againg corruption within, and ensuring that the
organisation isin no way contributing to corruption esewhere in society.

Churches, both in the developed and the developing world, are well-placed to make a high-
profile stand againgt corruption. Again, they would have to ensure that their own houses
werein order. An gppropriate starting point for church action would be teaching, and
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discusson of the issue, among congregations.

A key role for civil society would be in the monitoring of government to government aid.
Trangparency, and access to information, would be prerequisites for such a programme.
Donor governments could insist on such trangparency/ access as part of the aid package.
This should lead not only to more effective use of ad money, but dso to the empowering of
local people and the strengthening of democracy.

A key issuefor civil society to take up inthe UK, and in the EU, isthe tightening of anti-
corruption legidation.
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APPENDICES

1) A glossary of terms

bribery

conflict of interest

systematic corruption

systemic corruption

transaction bribe (or
speed money)

variance bribe

2) A biblical viewpoint

payment for access to a benefit that is scarce or whose supply is
restricted by officids, or for services connected with the benefit,
such as speedy service or ingde information; bribes may aso be
paid in order to avoid costs (or to impose them on others).

aconflict of interest arises where professond judgement
concerning a primary interest, such as a planning application, is
influenced by a secondary interest, such asfinancid gain.

in the language of economics ‘rent’ isthe extraamount paid for
something useful whose supply is limited either by nature or by
human ingenuity (i e human beings can cregte artificid limitations).

corruption affecting awhole area of government

corruption of the entire government system, sometimes cdled
‘kleptocracy’ or government by theft

apayment made in order to overcome an atificid dday in
obtaining adesired sarvice. Theoreticaly ‘speed money’ is
egditarian (unlike the variance bribe).

this description highlights the distorting effect of abribe. It brings
about an illegitimate variance in proper decision-making.

There are only alimited number of direct referencesto bribery in the Bible, and such
references as are made reflect the ambiguous nature of certain payments. Hebrew shochad
istrandated ‘bribe, but it also means ‘reward’. Likewise Hebrew mattanah can mean
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‘bribe’, though its primary meaning is‘gift’.

There are severa versesin the book of Proverbs where the biblical writer merdly makes an
observation on bribery, without passing any judgement. Chapter 17:8 notes that in the eyes
of the giver hisbribeisa“magic sone’, a short-cut to prosperity. A bribe opensdoorsin
high places, according to 18:16, and “every oneis afriend to aman who gives gifts’, says
19:6. Chapter 21:14 refers to the use of a bribe to deflect the wrath of an offended party.

However, thereis no question of the Bibl€' s oppostion to bribery as an affront to the
character of God, the incorruptible one (Deut 10:17). Hence abribeisan “evil device’
(Psdm 26:10, cf Micah 7:3), a“gain of oppressions’ (Isaiah 33:15), an “unjust gain’
(Proverbs 15:27). Even asmall bribe (a piece of bread, a handful of barley) has serious
consequences (Prov 28:21; Ezekid 13:19). A bribe corrupts the mind (Eccles 7:7) and
blinds the eyes of officids (Exod 23:8). The Bibleis particularly concerned about the
perversion of the course of justice through bribery (Deut 16:18-19, 27:25; 1 Sam 8:1-3; 2
Chron 19:7; Prov 17:23; Isaiah 5:23; Amos 5:12). Ezekid 22:12 includes bribery in aligt of
the symptoms of serious societa bresk-down, and Proverbs 29:4 says that when nationd
leaders areimplicated in bribery the outcomeis nationd ruin.

There are anumber of cases of bribery being used to further disreputable politica ends.
Note the following examples. Delilah (Judges 16:5), Ben-hadad (1 Kings 15:18-19), Haman
(Esther 3:8-9), Shemaiah (Neh 6:10-13), the chief priests - agreeing to pay Judas (Matt
26:15 and pardlels) and bribing the guards a the tomb (Matt 28:12-15). Felix (the Roman
procurator of Judaea, ¢ AD 52-59) hoped that Paul would bribe him to expedite his release
from prison (Acts 24:26).

Apart from direct references to bribery there are important principles laid down in Scripture
which are very rlevant to the issue. We may note, firstly, the Bible's demand for integrity in
al human dedings (in contrast to the underhandedness which is characteristic of bribery).
The Bible says “no” to fase weights and measures, “no” to the remova of boundary
markers, “no” to hoarding and over-charging and manipulation, “no” to advantage- seeking
and gedling amarch on others. Jesus condemned the misuse of the temple, where the
buying and sdling of sacrificid animas a exorbitant prices, and the high profit margins
associated with money changing, turned the outer court of the temple into a*“ den of robbers’
(Matt 21:13).

Chrigt’ sfollowers are to be focused on the kingdom of God and his righteousness instead of
on the world and its wealth. They must be free of covetousness (e g Eph 5:3, Col 3:5) for
hoarded wedth corrupts. They areto be sdt (againgt the corruption of the world) and light
(againgt underhandedness), Matt 5:13-16. Openness should render oaths unnecessary
(Matt 5:33-37). When sdvation came to the house of Zacchaeus, the inevitable outcome
was that he made redtitution for his past fraud, Luke 19:8-9.

Secondly, we have seen that corruption involves the exploitation of one's control over
resources. The Bible inggts that those who hold office or wedlth are to think of their
position not in terms of control and ownership, but of slewardship. To be aking, priest or
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judgeisto hold apogtion of trust. The king who pursues, and displays, wedth, the priest
who fleeces the sheep of God' s flock, the judge who alows himsdlf to be bought, will be
weighed and found wanting (see Deut 16:16-17; Ezekid 34; Isaiah 5:23). In the parables
Jesus urged the proper stewardship of wedlth, for example, Matt 25:14-30; Luke 12:16-21.
(In Luke 16:1-8 the activities of the Unjust Steward seem to be condoned. In fact the
parable teaches the use of wedlth to benefit others and to build relationships.)

Thirdly, we have noted that corruption involves tregting other people as‘outsders. In
contrast the blueprint for human society set out in the Mosaic legidation patterns an inclusve
society. Each family is granted an inheritance. This givesit the meansto make aliving,
freedom from dependence, a sake in society. Even so misfortune may push some people to
sl-up, and they are left on the margins of society. Provison is made for themtoo. The
gleanings of the harvest, the midaid sheaf of corn, the harvest of the sabbath year are to be
theirs. Furthermore, the sell-up cannot be permanent for the family inheritance is indienable.
(Thisisthe point of thejubilee legidation of Lev 25; Deut 15.) Hereisasociety with no
outsiders, only neighbours. Turning to the New Testament we find that, among those who
would follow Jesus Chrig, relationships must be characterised by the love which treats
others as one would like to be treated onesdlf, see Matt 7:12, 22:39 (quoting Lev 19:18).
The soul of aman shrinks or expands according to whether he grasps wedlth or shares it
with those in need.

3) Transparency International: national chapters

Nationa chapters of Trangparency International have been established in over 80 countries.
These are listed below. Details can be obtained from the Tl webgte. (In case of difficulty
Tearfund partners may contact Bryan Evansa: Tearfund, 100 Church Road, Teddington,
Middlesex TW11 8QE, UK (Tel 020 8977 9144; Fax 020 8943 3594; E-mall
bre@tearfund.org)

Africa (Eastern and Southern)
Botswana South Africa
Ethiopia Tanzania
Kenya Uganda
Maawi Zambia
Namibia Zimbabwe

Africa(Western and Central)
Benin Mauritius
Burkina Faso Nigeria
The Gambia Senegd
Ghana Serraleone
Madagascar Togo
Mdi
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The Americas

Argentina Ecuador Paraguay
Bdlivia El Savador Peru
Brazil Guatemda Trinided and Tobago
Canada Haiti Uruguay
Chile Honduras USA
Colombia Jamaica Venezuda
CogaRica Mexico
Dominican Republic Panama

Asia (East, South-East, South)
Bangladesh Pakistan
Cambodia Philippines
India Singapore
Indonesia Si Lanka
Mdaysa Thalland
Nepal

Europe, Central Asia
Bdgium Hungary Russa
Bulgaria Ity Sovak Republic
Czech Republic Lavia Span
Denmark Mongolia Sweden
Egtonia The Netherlands Switzerland
France Norway Ukraine
Germany Poland UK
Greece Portugd

North Africa, the Middle East

Algeria Jordan
Egypt Morocco
lsrael
The Pacific
Audrdia New Zedand
Hji Papua New Guinea
Addresses.
International office  Transparency International tel (49) 30-343820-0
Otto-Suhr-Allee 97-99 fax (49) 30-34703912
D-10585 Berlin e-mail ti@transparency.de
Germany internet http://www.transparency.de
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L ondon office of Transparency International tel (44) 207610 1400

inter national
secretariat

UK

Unit 6 fax (44) 20 7610 1550
16-18 Empress Place

West Brompton

London SW6 1TT

Mr George Moody-Stuart tel (44) 20 8643 9288
Chairman fax (44) 20 8710 6049
Transparency Int UK e-mail ti.uk@crownagents.co.uk
St Nicholas House

St Nicholas Road

Sutton, Surrey SM1 1EL

ABBREVIATIONS

ADB
CRG
ECGD
EU
FCPA
GRECO
IMF
NGO
OAS
OECD
Tl

SOURCES

Asan Deveopment Bank

Control Risks Group (an internationa business risk consultancy)
Export Credit Guarantees Department

European Union

Foreign Corrupt Practices Act (USA, 1977)

Council of Europe's* Group of States against Corruption’
International Monetary Fund

Non-government organisation

Organisation of American States

Organisation for Economic Cooperation and Development
Trangparency International

World Bank, World Development Report 1997. Oxford: OUP, 1997
Abiodun Aleao, * SerraLeone: Tracing the genesis of acontroversy’ (Royd Indtitute of

Internationa Affairs Briefing Paper no.50, June 1998)

Micheel Lippe, ‘ Corruption and Environment at the Local Leve’ Transparency

International Working Paper. Berlin: TI, 1999

Othmar Hafner, ‘ Therole of corruption in the misappropriation of tropical forest

resources and in tropical forest destruction’” Transparency
International Working Paper. Berlin: Tl, 1998

Trangparency Internationd, ‘Tl cdls for action againg “banking outlaws’ ’

Transparency International Press Release. Berlin: TI, 1998

Trangparency Internationd, The Tl Source Book
Trangparency Internationa, TI Newsletter June 1998, September 1998,

December 1998, March 1999
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Trangparency International (UK), Newsletter April 1999

Rt Hon Baroness Chalker of Wallasey, ‘ Public Sector corruption from an
Internationa Perspective’ (lecture delivered at the Univerdity of

Glasgow, 1999)

Hansard, 25/2/98

Jonathan Luxmoore, ‘ The corruption-shooters The Tablet 5/9/98

David Murray, ‘ Transparency: “Business without bribes’ * Faith in Business

Quarterly Vol 2, No 3, September 1998
Ziauddin Sardar, ‘A very British sort of bribery’ New Statesman 25/9/98
SJBatchdor, ‘Corruption? (discussion document produced for Tearfund’s
Research and Policy Team, 1998)
ed. Mark Robinson, ‘ Corruption and Development’ (London: Frank Cass, 1998)

News reports and articlesin: Financial Times, International Herald Tribune

! International Herald Tribune 25/2/99

2 Time June 1998

® Hugh Bayley MP in a House of Commons debate, Hansard 25/2/98, p.374

* Transparency International Source Book, Chapter 2

® World Development Report 1997, p.103

® Financial Times 6/4/98

" Ziauddin Sardar ‘ A very British sort of bribery’, New Statesman 25/9/98, p.51
® T1 Newsletter September 1998, p.13, citing Associated Press, June 24 1998
Tl Newsletter September 1998, p.6, citing Caribbean Insight July 1998

T Newsletter September 1998, p.11, citing Reuters 27/6/98

" TI Newsletter, citing ‘ Business Day’ 25/2/98

2 TI Newsletter, citing the Financial Times 20/4/98

 The Journal 14/8/98

“HT 18/8/98

> Bangkok Post 24/2/98

'® Transparency International, citing Robin Broad ‘ The Political Economy of Natural Resources’ in
Journal of Developing Areas 29, p.330

Y TI Newsl etter September 1998, p.11, citing the Financial Times 29/7/98

® Financial Times 12/3/98

' Transparency International Newsletter September 1998, p.13

* Hansard 25/2/98, p.374

! Transparency International, citing Barbara Harris White ‘ Liberalisation and corruption’ IDSBulletin
2/1996, p.30

# World Devel opment Report 1997, p.103

% 22/6/98

*TI Newsletter March 1999, p.15

# Riley, in Corruption and Development, p.141

% in Corruption and Devel opment, p.141

%’ Riley, in Corruption and Development, p.149

% Baroness Chalker of Wallasey, lecture at Glasgow University, February 19th, 1999
#FT 24/2/99

% Peter Clark, Fraud Section of the US Department of Justice

%1 TI Newsletter September 1998, p.4

% TI Newsletter September 1998, p.5
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¥ WDR 1997, p.106

¥ in Corruption and Development, p.138

®FT 24/2/99

% T| Newsletter September 1998

Y FT97/98

% Riley in Corruption and Devel opment, p.107

¥ TI Newsletter March 1999, p.6

“T1 (UK) Newsletter, April 1999

*! Contrast the Bolivian Freedom of Information law reported in Tl Newsletter (September 1998, p.7):
“Any limitation or reserve to transparency must be specified for each type of information and shall not
be general for any entity or their agencies and has to be expressly determined by law.”
2 FloraLewis, IHT 11/9/98

“FT6/4/98

“in, citing Jeffries 1982

* cited in Corruption and Devel opment, p.151

* Time 22/6/98

" Ziauddin Sardar * A very British sort of bribery’, New Statesman 25/9/98, p.53

“®TI (UK) Newsletter, April 1999

* Transparency International Source Book, Chapter 7

% see Ziauddin Sardar, p.52

®! Ziauddin Sardar, p.52

* FT 10/8/98

% Transparency International, citing The Observer, 16/10/94

* Tl Newsletter, June 1998, p.3

**TI Newsletter June 1998, citing Caribbean Insight February 1998

% T| Newsletter, citing the Financial Times, 27/3/98

* Ziauddin Sardar, p.53

% thus Michael Fabricant MP, opposing a bill designed to criminalise the bribing of foreign officials, see
Hansard 25/2/98, p.375

*TI Newsletter, March 1999, p.6

% See Transparency International Newsletter March 1998, p.9
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