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INTRODUCTION

Corruption in the public sector has been receiving growing attention in the world due to
its negative and serious impact on development. The rise of such concern came out of a
discovery that corruption is a symptom of deeper ills rooted in how the society manages
and accounts for its public resources. Studies conducted by a number of prominent
researchers (e.g. Klitgaard, 1988; Rose-Ackerman, 1999) and the establishment of
Transparency International (TI) in 1993, helped to put the problem of corruption under
the lime light worldwide. Over the last decade, a multitude of research has been conducted
by international organizations and independent researchers coming from a variety of
disciplines (economics, political science, sociology and public administration) trying to
understand the phenomenon, analyze and measure its manifestations, identify its causes
and monitor its impact and consequences. A good part of such research focused on the
actions directed at combating and fighting corruption in various countries.

The international movement against corruption accelerated as a result of the knowledge
generated about the problem. The efforts of Transparency International, the United
Nations in addition to the World Bank were pivotal in such acceleration. These efforts
were culminated in 2004 in the UN convention against corruption, which has been
signed by more than 30 countries in the world. The agreement provides an extensive
and broad legal framework by which countries can measure and benchmark their legal
and institutional reforms directed at curbing corruption against provisions and criteria
included in the agreement.

Within this context, interest in corruption in the public sector in various countries in the
world has risen greatly in recent years. In many countries, the anticorruption movements
in are bringing corruption cases and issues to public awareness. In a number of cases,
the pressure generated to confront the problem was reflected in various steps taken by the
state to capture and expose cases of corruption and to take measures against the problem,
such as activating the role of control agencies, establishing anticorruption agencies,
tightening the administrative system against corruption, and bringing high level corrupt
officials to be tried by the courts. Over the last few years, many countries have joined the
United Nations Convention Against Corruption (UNCAC).

The extent of corruption in the public sector in developing countries has been sporadically
documented during the last few years. Important among such evidence are the reports
published by TI, World Bank, United Nations Development Program (UNDP). Taken
together, the evidence about corruption in developing countries indicates that the problem
is of a serious magnitude, and that the reform efforts taken to combat it and to uproot
its causes are very limited. Part of the explanation for the meager efforts has to do
with the fact that many of these countries suffer from a governance deficit or gap (Arab

1



CoRRUPTION AND PERSPECTIVES ON How To COMBAT IT . . . _

countries represent a good example; World Bank, 2003), implying that the problem of
corruption has to do with weaknesses in the accountability of the state institutions. The
complementary explanation is that most countries of the world are only beginning to learn
about integrated approaches and effective strategies to control corruption and to build
integrity in the public sector.

It would greatly help the developing countries, the anticorruption movements, and related
emerging programs if the international experiences of controlling corruption are brought
forward and analyzed to extract what could benefit these countries in their reforms and
efforts against corruption. Implicit in this endeavor is to avoid pitfalls committed by other
countries and to enable these countries to achieve greater success in their anticorruption
efforts and reforms.

The objectives of this study are four folds:
1. To examine the nature of corruption and the various manifestations it takes;
2. To analyze and diagnose its types and underpinning factors constituting the
infrastructural conditions for its presence and spread;
To shed light on its developmental linkages and ramifications;
4. To present and compare the strategies extracted from international experiences of
confronting and controlling corruption; and
5. To extract lessons learnt from international experiences and examine their
implications for developing countries.

(O8]

The study is divided into parts that correspond to the above objectives. Thus, the first
part is designated to the conceptual analysis of corruption and its major types and
sectorial attributes. The second part focuses on the delineation of the underpinning
factors of corruption which constitute its infrastructures. Using databases of international
organizations, the third part is designed to the empirical examination of the governance
and developmental variables linked to corruption. The fourth part focuses on knowledge
extracted from international experiences and research literature on strategies and
approaches to combating corruption; crafting a strategic mix, reforming public sector ethics,
building anticorruption coalitions, establishing accountable anticorruption institutions,
and monitoring and assessing the performance / effectiveness of anticorruption strategy.

ANALYSIS OF CORRUPTION IN THE PUBLIC SECTOR

Nature, Anatomy and Major Types of Corruption

There is a consensus in the relevant literature that corruption is the misuse of institutional
office/authority to achieve personal gains. Klitgaard (1988) suggested the following

formula for corruption: C=M+D-A; meaning corruption equals monopoly (M) plus
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discretion (D) minus accountability (A). This broad definition incorporates public,
private and even non-profit activities taking place anywhere. While such a formula is
useful to conceptualize corruption, it does not help in differentiating between different
types of corruption (e.g. grand and petty), nor does it help in differentiating between the
various motives underlying corrupt acts (e.g. greed vs. need). It is, however, a purely
institutional statement about the organizational conditions that give rise to corruption and
is thus limited only to the institutional factors.

The type of authority or power defines the arena of corruption, whether it is political,
economic, administrative or state capture. Concentration of political power, in the
absence of democratic accountability, leads to political and grand corruption. Economic
monopoly, in the absence of regulation, leads to misuse of economic power and to the
corruption of markets. Centralization and/or concentration of organizational authority,
in the absence of administrative controls and accountability for performance, breed
administrative corruption. Capturing control over top state organs, in the absence of
public accountability, breeds grand or state capture corruption.

The likelihood of engaging in corrupt acts and misusing the powers of the monopolistic or
authoritative positions varies depending on the incentives available. The expected value
of the benefit generated from the corrupt act is compared to the expected harm produced
by the punishment associated with being caught. Their comparison is not the same for
lower level officials who are underpaid and high level officials who are well paid. Low
level employees may accept bribes because they are needy, while high level officials may
do it merely out of greed or for a keen desire to accumulate more wealth.

Based on the above, Klitgaard’s formula could be further elaborated to account for types
of power and types of corruption as follows:

* Political Corruption = Political Monopoly + Political Discretion — Democratic
Accountability

*  Economic Corruption = Economic Monopoly + Economic Discretion — Economic
Accountability (Market or Regulatory)

* Administrative Corruption (Petty Corruption) = Administrative/Organizational
Monopoly + Institutional Discretion (including Compensation Equity) —
Administrative Accountability

* Grand Corruption = Monopoly over top State Organs / Institutions + Discretion
over major resources — Public Accountability (including Integrity)

The differentiation of the types of corruption suggests that underlying each type is a set
of factors constituting its infrastructure. The acts constituting misuse of the discretionary
authority associated with the position to achieve personal gains do not usually or easily
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lend themselves to the identification of the causal factors behind them. They are symptoms
of deeper deficiencies in the structure and design of the system. In this context, Klitgaard
(1997, p.501) suggests that corruption is a crime of calculation, not passion, meaning that
it is a product of how good or bad the system is, and that behind the honest or corrupt
acts of individuals are well designed or loosely/badly designed systems. Systems vary
in being more or less susceptible to various illicit activities. This suggests that instead of
focusing on individuals and their acts, it is more important to dig into the system to find
areas and domains that need to be fixed and reformed.

The differentiation of grand and petty corruption in the public sector has to do with whether
corruption has infected rule-making bodies of the state representing “state capture” or is
connected with day-to-day practices of the government. The first, grand corruption, is
usually also connected with political corruption, representing weaknesses in the political
institutions that allow individuals possessing political power or being in rule-making
positions (ministers, legislators, or judges) to extract rent from these positions. The
second, petty corruption, characterizes ordinary or low government officials. Examples
of grand corruption include':

* Heads of states, cabinet ministers, and their direct relatives accepting valuable
gifts/funds as private property to facilitate preferential government treatment of
private business.

* (Cabinet ministers “selling” their discretionary powers or using it to benefit
themselves, their close relatives or political allies.

* Officials taking percentage on government contracts or concessions which they
have authority over to provide favorable treatment of the private party paying the
bribe.

* Top officials engaging in embezzlement and looting of major state resources
(land, real estate, funds, or other valuable assets).

* Officials receiving excessive “hospitality” from government contractors and
benefits in kind.

* Officials contracting large government business to themselves, either through
front companies and “partners” or to themselves as “consultants”.

* Officials extorting government funds to themselves through large fictitious or
extravagant expenses.

* Legislators “selling” their discretionary power in law making to benefit private
parties.

* Legislators using their position power or immunity to benefit themselves at the
expense of public interest.

1 Adapted and modified from Jeremy Pope, 2000, pp. 14-15.
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Law enforcement officials, government administrators and judges using their
discretionary powers in supervising political referendums or elections to distort
the process, forge the results or lean to particular political groups in violation of
equal opportunity.

Officials of the ruling party extorting large benefits from the government
to themselves or to their relatives/friends. Often times their connection with
government officials is traded against benefits they receive from the private firms/
parties.

Judges receiving bribes, excessive gifts or payments in kind to pass favorable
decisions in favor of the paying party.

Judges using the power of their positions to extract large benefits from the
government.

Law enforcement, customs and port officials engaging in protecting illegal
businesses (narcotics, drugs, smuggling, etc.) in return for hefty payments or
gifts.

Public officials receiving payments or extorting benefits to affect their discretionary
power in privatization of public enterprises or assets in favor of certain investors/
buyers.

Grand corruption, as is implied by the above examples, involves diverting decision making
at the top level of state institutions to serve private, rather than public, interest. A number
of criteria can be used to determine the kind of transactions that attract grand corruption:

1.

2.

6.

Capturing major political power in a way that involves monopoly and constraint
over democracy and political accountability.

Diversion of legislative powers from serving public interest to serving the political
interest of the political elite, the private interest, or the interest of the legislators
themselves.

Misuse of judicial power and diverting it from serving justice and fair application
of the rule of law to serving political power or private interests.

Diversion of high state powers from serving and protecting public interest,
equal economic opportunity and legitimate economic transactions, to protecting
economic monopolies or illegal businesses.

Engaging in, or facilitating the extortion of, major public resources/assets for large
self benefiting, as in embezzlement, government procurement and privatization of
public enterprises/assets.

Trading with discretion associated with high state posts for self benefiting.

Underlying the above criteria of grand corruption is the size of the loss in public interest or
resources and the size of the corresponding self or private benefit. Unless the magnitude
of losses to the public interest/sector and the corresponding private benefits are large, the
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corrupt transaction would not be considered grand corruption. The magnitude of such
public losses and private benefits are large when corruption infects the decision making
bodies and the strategic organs of the state.

Petty corruption characterizes corrupt practices of middle and lower level officials and
public employees. It involves using the public authority or post for self-benefiting and
serving private, rather than public, interest. Like grand corruption, though different in
magnitude, it involves trading with the entrusted jurisdictions associated with the post.
Examples of petty corruption (partly from Pope, 2000, p. 15) include:

* Tax officials practicing extortion by threatening to surcharge tax payers or
importers unless bribes are paid, in which case unjustifiably low assessments are
made, or goods are passed for importation without payment of the due duty or any
duty at all.

* Police officials extorting money for their own benefit by threatening to impose
traffic penalties unless bribes are paid. The bribe is usually somewhat less than
the penalty of the offence.

* Public employees providing public services (e.g. drivers’ licenses, market stall
permits, telephone lines, registering property, construction permits) requesting
payments for the services in order to speed up the processes, or to prevent excessive
requirements/delay in the procedure. In many developing countries such as
countries in the Arab region and Latin America, and also due to a high illiteracy
rate among people transacting with government departments, this practice has
become so institutionalized that a whole profession has grown up to “assist” the
illiterates or those who want to speed up the service. Those facilitators have been
so co-opted into the system that they can take papers to the head of a queue and
either process them themselves or have them processed immediately.

* Public employees providing preferential treatment in service provision favoring
their relatives and friends in accessing and providing public services.

* Public employees exchanging favors with other public employees or with
people from the general public. Such favors may take the form of exchanging
confidential or inside information or providing favorable treatment in exchange
for corresponding favorable services for their own self benefits.

* Public employees engaging in embezzlement of public resources, assets or funds.

* Superiors in public service charging “rents” from their subordinates, requiring
them to raise set sums on periodic basis (e.g. each week or month), passing these
upwards. This will put pressure on lower level subordinates to collect bribes from
the public served to fulfill such demands and to capture a portion of the extorted
bribes for themselves.

* Public employees exaggerating expenses, extorting part of the revenue and forging
the documents to cover up for the embezzlement to public money.

6



_ . . . CORRUPTION AND PERSPECTIVES ON How To COMBAT IT

Public employees accepting gifts and bribes from procurement contractors dealing
with the government to be lenient on quality specifications and other terms of the
contracts.

Personnel officials engaging in accepting bribes/gifts or favoring their relatives and
friends, or exchanging favors with other public employees, higher state officials/
politicians in order to impact human resource decisions such as employment,
promotion, compensation and job placement.

Public officials engaging in trading with government organizations, or using their
position to facilitate business transactions for their relatives or partners.

Public or personnel officials creating “ghosts” to pad payrolls and lists of
pensioners or beneficiaries, or to create fictitious entities or projects which, if they
existed, would qualify for government funds.

Petty corruption can be classified into the following types:

1.
2.

3.
4.

Bribery (including gift taking).

Embezzlement/stealing of public resources and self benefiting from the public
post.

Conflict of interest.

Nepotism.

The corrupt activities taking any of the above forms can take place in the following areas
or domains of the activities of the state sector:

Public Finance (including expenditures, public assets, and revenue generation/
collection).

Public Procurements.

Public Services and Regulatory Functions.

Human Resources Management.

The four types of corruption along with the four domains or settings/areas can be
represented in Table 1 which includes a classification containing 16 elements of petty
corruption with example(s) of each element.
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Table 1: A Classification of Petty Corruption

Types

Bribery

Embezzlement/ Self
Benefiting

Conflict of Interest

Nepotism

Public Finance

¢ Underestimating/

under-calculating

Embezzlement of
cash funds.

* Trading with the

government.

Favoring relatives
or friends on

Providing inside
information

to favored
suppliers.

Compromising/
skipping

on quality
specifications/
inspection

on procured
supplies.

Using procured
assets for self-
benefit.

benefit self or
relatives.

government government
revenue (price Embezzlement of Deciding on financial matters
of assets, taxes, Assets. government (underestimating)
penalty, etc). financial matters government
Self benefiting where self interest revenues or
Overestimating from resources/ exists. overestimating
government assets allocated by expenditures.
expenditures/ government.
payments to others * Favoring relatives
or friends on
assets allocated by
government.
Public Providing Forging Trading directly ¢ Favoring relatives
Procurement favorable documents or indirectly or friends who
treatment to on supplies/ (through are suppliers or
certain suppliers. inventory relatives) with contractors to the
to cover for the government. government.
Manipulating embezzlement
data/ files to or steeling of Using position ¢ Favoring
benefit certain government in the area of individuals/
suppliers. assets. procurement to entities with

political power
in public
procurement/
contracts.




Public Facilitating * Self-benefiting * Exercising * Exercising
Services and or extending from public regulatory favoritism to
Regulatory the provision services. oversight over relatives and
Functions of services own entities, or friends in the
to certain * Forging data on over concerns provision of
individuals. beneficiaries of belonging to public services
public services. direct relatives. or regulatory
Making the oversight.
provision + Exchanging * Favoring self or
of service favors with direct relatives in | ®* Favoring
contingent on regulated the provision of individuals with
paying bribes. entities. public services. political power
in the provision
Changing the of public services
qualification for or regulatory
service provision oversight.
for certain
individuals.
Compromising/
skipping
on quality
standards/ prices/
qualifications/
inspection
in regulatory
oversight.
Human Favoring certain | ® Creating ghost * Exercising HR * Favoring relatives
Resource job applicants or employee lists of management and friends in
Management employees. wages, benefits, decisions over HR management
etc. self or relatives. decisions/
Nominating practices.
employees for * Paying incentives/ | * Getting employed
training/benefits benefits for self. by entities * Favoring persons
in exchange for whose interests with political
paying bribes/ e Capturing contradict that of power in HR
gifts/benefits. opportunities for the government management
travel/training, organization. decisions.
Forging etc for self-
employee benefiting. * Using insider
files/data to information as
benefit certain a resource in
individuals. working for an
outside party.

Sectorial Attributes and Impacts of Corruption

The presence and characteristics of corruption in the public sector vary significantly
from sector to sector, so do its manifestation and impact. In developing countries and
transitional economies, much of the corruption encountered is overt and administrative or
petty in nature. In education, health, and justice sectors, it is commonly observed to find
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school teachers, health care providers, and police charging extra fees/bribes for services,
seeking small favors, or using public facilities and resources for their own marginal
personal benefits. Often times, such activities are accepted and tolerated by the public
as the lines between right and wrong conduct are blared and the parties of corruption
justify it as a needed correction of systems that fail to provide acceptable (minimum)
living wages. The most vulnerable groups to this type of corruption are the poor as they
encounter corruption on a daily or regular basis as they are in need for the “free” services
provided by the government. The poor pay the heaviest burden from the larger economic
and social impacts of corruption.

In large contrast, corruption in other sectors is often large in scale but hidden from view
and controlled by the few who are most powerful politically and economically. In energy,
environment, infrastructure projects, the private sector and the justice and political parties
sectors, deals and agreements are made that result in enormous distortions to the economy
to the benefit of the few, at the cost and burden of the many. These are often based
on major public sector projects seeking special market advantage or securing access to
powerful positions (Schwenke, 2002, p. 3).

The Global Corruption Barometer (GCB) published yearly by TI contains corruption
perception and experience surveys of the areas/institutions most affected by corruption.
The GCB survey of 2004 was conducted on 62 countries. The results of the GCB survey
can be shown as in Table 2.

Table 2: Sectors and Institutions Most Affected by Corruption
(1- not at all corrupted .... 5- extremely corrupted)

Sectors/Institutions Average Rating Rank
Political Parties 4.0 1
Parliament/Legislature 3.7 2
Police 3.6 3
Legal System/Judiciary 3.6 3
Tax Revenue 34 5
Business/Private Sector 34 5
Customs 33 7
Media 33 7
Education System 3.1 9
Registry and Permit Services 3.0 10
Utilities 3.0 10
Military 2.9 12
NGOs 2.8 13
Religious Bodies 2.7 14
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The results of the GCB survey indicate that corruption in political life is the most serious,
as it infects political parties and the legislature. The second is the law-making body of the
state, which also exercises control and accountability over the government/the executive
branch. The police and the judiciary, representing the bodies of legal system and law
enforcement, come third and fourth in being highly infected by corruption. These four
areas mostly represent grand corruption, as they infect critical organs of the state. The
survey results are alarming of the extent to which corruption has infected various sectors/
institutions in the society, warranting concerted and strategic actions. The high officials
and politicians operating in such a system exploit the corruption opportunities embedded
in the system to satisfy their greed. Through corrupt practices, they divert public resources
and funds into their personal pockets; they rob the people of their legitimate services
and resources. Confronting this form of (grand) corruption requires major reform of the
political system and the basic tenants upon which the state is based. It also requires strong
state leadership characterized by high integrity. These requirements constitute a major
challenge in confronting grand corruption. Confronting administrative/petty corruption
represents an easier undertaking if the political reform as well as public and leadership
support exists.

In the middle area between hidden but large scale (state capture) corruption and common
but petty (administrative) corruption, a wide variety of forms of corruption exists. The
elite pursue their interests in this middle area of corruption, where they benefit from
advantageous treatment and favored access to scarce resources. Only the well-connected
are able to capture the opportunities or the valuable services of the government, to shelter
themselves from taxes, to avoid legal sanctions and to obtain desirable positions within
government institutions (Schwenke, 2002, p. 3).

Corrupt public sector officials also find ample opportunities in this middle ground, where
corruption is not petty, and the arrangements are much less discrete. They extract rents
out of their positions using their discretion to obtain a wide variety of personal benefits/
payments, from inducements to grading a crop quality at a higher level, claiming salaries
for “ghost teachers/trainers”, charging business people “fees” for permits, and business
licenses, receiving payments to influence the decisions of judges and magistrates, charging
“handling fees” at customs offices, and a multitude of other examples in all public sector
activities (Schwenke, 2002, p. 3).

While sectors may vary in the attributes and impact of corruption, it is important to
establish a balance between the broad-based anticorruption reforms that cut across sectors
and the remedies that need to be formed and implemented in a customized way to fit the
unique nature of corruption in a particular sector. In this context, most literature (e.g.,
Schwenke, 2002) suggests that sector-specific anticorruption strategies are of limited
efficacy if not based on a diagnostic appraisal of corruption in the particular sector under
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focus and if not formulated and carried out in conjunction with a broad, integrated cross-
sectors anticorruption program.

UNDERPINNING FACTORS OF CORRUPTION

Corruption is a symptom of structural factors characterizing the political, economic,
institutional and social/cultural systems of a country. Understanding how these factors
operate to generate corruption is crucial to the understanding of corruption and the design
of anticorruption programs.

Figure 1 below represents the underpinning factors of corruption:

Figure 1: The Underpinning Factors of Corruption

Corruption

Political Economic Institutional Social/Cultural
Infrastructure of Structure Infrastructure Infrastructure
the State

Political Infrastructure

The extent to which the state organs are differentiated to create checks and balances and to
establish internal accountability among them and external accountability to the citizens/the
public, the extent to which political power is concentrated/monopolized, and the extent of
political participation, all these define the political propensity of corruption in the country.
Countries characterized by limited differentiation/independence of legislative, executive and
judicial powers, by limited accountability of these organs to the public, by concentration of
political powers and by weak political participation are likely to be vulnerable to large scale state
capture corruption. The political infrastructure which generates political and grand corruption
is also likely to provide suitable conditions for the emergence and growth of economic and
administrative corruption. The political corruption existing will be seeking economic gains
and rents through the monopoly of political power and the weakness of political accountability.
The deterioration of other institutions in the country, in the presence of political corruption, will
likely result in the growth of administrative corruption, if the economic distortions lessen the
ability of the government to pay good salaries to its employees, or if the system of the public
sector has not been developed to ensure professionalism and performance accountability.
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Economic Structure

The economic structure of a country plays an important role in determining rent and
corruption opportunities. Economies characterized by large rent-based sectors are likely
to be more vulnerable to corruption than economies characterized by productive value-
adding sectors. The extent to which the economy relies on monopolistic sectors and
rent sources to generate income, the state relies on rent sources to finance its budget, and
rent-seeking sectors (intermediary non-value adding activities) constitute a significant
component of the economy defining the economic propensity for corruption. The more
monopolistic, rent-based and rent-seeking the economy is, the more it will be vulnerable
to large scale state capture corruption. The corrupt beneficiaries try to extract large
economic benefits by maintaining the monopolistic structure of the economy, extracting
rent from the state, and engaging in rent-seeking economic transactions. This is likely
to be exacerbated more when the state engages in monopolistic economic activities
using the rent-based resources under its disposal. The rent-based state system tends to
slow down political and democratic development. The extent to which the state plays
a major role in distributing rent among sectors and segments of the society reduces its
answerability to the public. Its public answerability and accountability increase when it
relies on collecting taxes from the productive sectors of the economy. In such case, the
political power of the citizens comes from being the financiers (tax payers) of the state
budget. Large scale corruption tends to be less under systems characterized more by
competitive and productive economic structure and tax-based state budget.

Institutional Infrastructure

Aside from the political infrastructure of the state, other institutions governing how
the society manages its public authority and resources are important in determining the
likelihood of medium and petty corruption. Corruption taking place in the day-to-day
activities of the administrative organs of the state is a function of: (1) the level of salaries
paid; (2) the corruption opportunities provided by the position (e.g. monopoly power
over service provision and the opportunity to extract bribes), and the discretion/judgment
involved; (3) the risk of being caught/punished; and (4) the expected benefit. All of
these are institutional factors that determine the likelihood of public employees engaging
in administrative corruption. The institutional approach of anticorruption activities
focuses on fixing the institutional conditions under which public employees operate as a
means to reduce the likelihood of engaging in corrupt practices. The key elements of the
institutional infrastructure of corruption (and of integrity) include the following:

* Laws/regulations.
* Administrative and budgetary/financial systems.
* Judiciary/court systems.
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* Legislative controls.

* Audit controls and anticorruption systems and agencies.
* Law enforcement/police.

¢ Control/accountability of the civil society.

¢ The media

Combating corruption requires, among its various measures, reviewing, assessing and
reforming the key institutions that that impacts its propensity. But institutional reform
alone is not likely to reduce grand corruption produced by the nature of the political system,
by the nature and structure of the state, or by structural economic factors. Combating
grand corruption in these cases requires major political and economic reforms.

Social/Cultural Infrastructure

Countries vary in the degree to which the social system and culture tolerate corruption.
In tribal societies, it is an obligation to serve and favor one’s tribe and family relatives.
In some societies it is acceptable for public employees to exchange favors and to receive
gifts as an expression of gratitude for facilitating a service. Bribes may not be condemned
in the society when poverty reaches public employees themselves. The extent to which
the society believes in, respects and abides by rules, laws, and institutional norms varies
among countries. The ethical foundation of the value system of a country (e.g. emphasis
on honesty, integrity, trust and being proper), although may vary among its segments, may
also be different from one society to another. Corruption and integrity have a great deal
to do with the cultural traditions and value system existing within the public institutions,
the private sector, and the civil society and in the society at large. The prevailing ethical
standards in the society as a whole and in these segments determine the likelihood of
engaging in corrupt activities. The ethical reform needs to be part of any anticorruption
program for it to be effective.

The above analysis suggests that combating corruption produced by political or economic
factors, state capture or grand corruption, requires major political and economic reforms
that may amount to redesigning, and perhaps reinventing the state and the economic
structure of the country. Such measures are needed not only to combat large scale systemic
corruption but also to unleash the forces for development. Combating administrative
corruption can be achieved through a well-designed set of integrated institutional reforms.
But it has to be backed by a governance structure that generates the political forces/
support needed for its success, and collective action on the part of the anticorruption/pro-
integrity elements, to deal with the resistance encountered in the implementation of the
anticorruption program and ensure its efficacy. Ethical and cultural transformation, both
within society’s institutions and in the total culture and society at large, would have to
work hand in hand with the political, economic and institutional reforms. This will ensure

14



_ . . . CORRUPTION AND PERSPECTIVES ON How To COMBAT IT

the efficacy and sustainability of the reforms introduced and enhance their synergistic
impact.

CORRUPTION, GOVERNANCE AND DEVELOPMENT: AN
EMPIRICAL EXAMINATION

In this section, we examine the relationships between corruption and governance
indicators and a selected set of development indicators for all countries of the world for
which data are available. Corruption indicators will include: (1) Corruption Perception
Index (CPI); (2) Bribe Payers Index (BPI), both of Transparency International; and (3)
Global Integrity Index (GII) of Global Integrity Organization. Governance indicators will
include the dimensions of public governance of the World Bank, namely: (1) Voice and
Accountability (VA), (2) Political Stability (PS), (3) Government Effectiveness (GE),
(4) Regulatory Quality (RQ), (5) Rule of Law (RL), and (6) Control of Corruption (CC).
Development indicators selected include (1) Per Capita Income (PCI), (2) Per Capita
Growth Rate (PCG), (3) Human Development Index (HDI), (4) Poverty Rate (less than $
2/day) (PR), (5) Global Competitiveness Index (GCI), (6) Foreign Direct Investment (%
of World Flows) (FDI), and (7) Inflation Rate (INF). The data source for (1), (2), (6) and
(7) of the development indicators is the World Bank, for (3) is the UNDP, for (4) is the
Central Intelligence Agency of the U.S, and for (5) is the World Economic Forum. The
average of the last five years (2007-2011) was taken as the score for the CPI, GII and the
six governance indicators. The average of 2008 and 2011 was taken for the BPI. For the
development indicators, and with the exception of PR, the data of 2011 were taken. The
latest data covering all the countries were that of 2010.

The rationale for taking the average score for corruption and governance indicators over
a number of years (last five years except for BPI: two years) is to reflect the logical and
chronological sequence of the hypothesized direction of influence. It is hypothesized that
corruption and governance impact development. Therefore, data on corruption governance
should precede (time wise) data on development. Pearson correlation coefficients were
calculated for the relationships among the above indicators/variables. Tables 3, 4 and 5
contain the results of correlation analysis among three corruption indicators, governance
indicators and development variables.
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Table 3: Correlation between CPI, Governance Indicators and Development Variables

Governance and Development Correlation Number of Countries
Governance Indicators 182
VA J142%%
PS [703%*
GE 941%*
RQ .869%*
RL 947%*
CC 983**
Development Variables
PCI 7190%* 169
PCG -.190* 167
HDI 126%* 175
PR -.510%* 144
GCI .841%* 143
FDI 285%* 182
INF - 354%* 163

** Correlation is significant at the 0.01 level

* Correlation is significant at the 0.05 level

Table 4: Correlation between BPI, Governance Indicators and Development Variables

(Number of Countries = 28)

Governance and Development

Correlation

Governance Indicators
VA
PS
GE
RQ
RL
CcC

166%*
159%*
.829%*
.812%*
.855%*
878**

16




ORRUPTION AND PERSPECTIVES ON How To COMBAT IT

Development Variables

PCI 192%*

PCG -.641%*

HDI .676%*
PR -.291
GCI 724%%*
FDI -.085
INF -.688**

*% Correlation is significant at the 0.01 level

Table 5: Correlation between GII, Governance Indicators and Development Variables
(Number of Countries 93)

Governance and Development Correlation

Governance Indicators

VA J152%*
PS A426%*
GE S97**
RQ .636%*
RL 559%*
CcC 535%*

Development Variables

PCI 233%*
PCG -.184
HDI 443%*
PR - .215*
GCI 4T74%*
FDI -.196
INF -.220%

** Correlation is significant at the 0.01 level
* Correlation is significant at the 0.05 level
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Overall, the results are overwhelming in the magnitude of the correlations and the
significance obtained. Of the 39 correlations calculated only three were not significant;
one with the BPI (with PR) and two with the GII (with PR and FDI). The correlations
between the three corruption indicators and the governance dimensions were mostly high
in magnitude and significance and were all positive. The higher the governance score in
each of the six dimensions the higher the score in the CPI (lower perceived corruption),
the higher the score on BPI (lower perceived incidence of bribes paid) and the higher
the scores of integrity (less susceptibility to corruption). Thus, public governance seems
to represent the underlying infra-structure of corruption, bribes and integrity. Good
governance represents the pillars or the institutional safeguards against corruption, bribes
and weak integrity.

The correlations between corruption indicators, governance variables and the development
indicators are illuminating in various respects. With the exception of PCG, the CPI is
significantly correlated with all the development variables and the correlations are in
the expected directions. The highest correlations were with competitiveness (GCI, r =
.841), average income (PCI, r = .790) and human development (HDI, r = .726); and the
lowest was with growth (PCG, r = -.190) indicating that higher perceived integrity (CPI)
is negatively correlated with per capita growth, although the correlation is rather weak.

As for the BPI, the correlations were high and in the expected direction for four of the seven
development variables. Similar to the CPI, the bribery indicator correlated negatively
with the growth variable, thus representing more perplexing findings with regard to that
variable.

The correlations between the GII and development variables are consistent with the results
of the other two corruption measures with regard to the direction, but not in the magnitude
or significance. Examining the correlations between the governance and development
indicators provides additional illumination of the role of the infrastructural factors of
corruption and integrity as they impact on development. Table 6 contains the correlations
between the six governance indicators and the development indicators.
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Table 6: Correlations between Governance and Development Indicators

Development
PCI PCG GCI FDI INF

VA S31%* -261%* 599%* -353%* 541 157* -.366%*
PS 555%* -.035 S87** -.348%** O11%* 125 -321%*
GE T49%* -.186%* 798%* -.638%* 877** .286%* -.349%*
RQ 701%* -245%* 755%* - S5T71%* .828** 270%* -449%*
RL JI51%* -215%* J753%* -.580%** .835%* 271%* -301%*
CC TT2%* - 187% 706%* -A471%* .814%* 261%* -337%*

** Correlation is significant at the 0.01 level

* Correlation is significant at the 0.05 level

The results in table 6 provide, with the exception of the growth variable, overwhelming
evidence regarding the role public governance dimensions play in impacting development;
the correlations with all the development indicators, except for growth, were in the
expected direction and significant (except for PS and FDI). The highest correlations with
the development indicators were as follows:

PCI: CC;r=.772%*

PCG: VA; r=-261%*

HDI: GE; r = .798**

PR: GE; r=-.638 **

GCI: GE; r =.877*%*

FDI: GE; r = .286**

INF: RQ; r = -.449**

The above results have great implications with regard to improving development
performance. Combating corruption through governance reform represents the strategic
path towards improving development performance. The results suggest that the critical
factors for that reform are: Government Effectiveness, Control of Corruption (through
preventive policies) and Regulatory Quality. They explain a good percentage of the
variance in the development indicators.
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The results pertinent to the growth variable (PCG) deserve additional discussion. Most
of the correlations with that variable were low and were negative and most of them
were significant (p = .05 level). The results mean that high corruption indicators are
associated with low growth rate and vice versa. Growth is also associated negatively and
significantly with the five of the governance indicators (except for Political Stability, PS)
which was very low and not significant (r = -.035). These results are somewhat opposite
to expectations because one would normally expect that high corruption (low corruption
scores) impedes the rate of growth, and low corruption (high corruption scores) means
better institutional environment which would facilitate high rate of growth. However,
countries characterized by high corruption scores, have relatively low but stable rate of
growth (e.g. most OECD countries). It is only the newcomers to the development and
growth arenas (Turkmenistan, Azerbaijan, Chad, Georgia, Kazakhstan, Armenia) that are
characterized by low to moderate scores on CPI and GII, but are able to achieve high rate
of growth. The magnitude of the correlation is not high, yet most of them are significantly
negative. It could be that a high rate of growth in the presence of high corruption is
likely to result in low economic equity manifested in inequitable income distribution
and prevalence of poverty. Some developing countries were able to achieve a high rate
of growth despite the absence of good governance and good institutional environment.
Some of these countries generate their wealth out of oil rent (e.g. Kuwait) or other natural
resources (e.g. Azerbaijan, Kazakhstan), not from productive sectors. The countries
engaging in high technology and knowledge-intensive competitive economic activities
would not be able to flourish and enjoy high and sustainable economic growth without
good governance, good institutional environment and low corruption in the public sector.

In conclusion, political and institutional reform tackling governance elements is likely to
have a great impact on the susceptibility of the public sector to corruption. Good governance
lessens corruption’s prevalence, penetration and spread in public organizations, and
increases the immunity of these organizations against it. Governance reform seems to
be an essential precondition for reducing corruption. And, the extent and the pattern of
governance deficiency or gap tends to dictate the type of anticorruption strategy, programs
and instruments that suit a particular country. Taken together, the strong correlations
between governance factors and the corruption index indicate that high corruption
countries need to give high priority to reforming their institutional infrastructure as a
means of reducing corruption, thus unleashing the forces of development. Combating
corruption requires dealing with the factors that are deeply embedded in the institutional
and governance infrastructure.

The results obtained in the present study can be used to construct a model that relates
governance and institutional environment factors to corruption, and delineates the
developmental and economic impacts (with the exception of the growth variable) or
consequences of corruption. The suggested model is shown in Figure 2.
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Figure 2: A Suggested Model Relating Governance Factors to Developmental Consequences of
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The recent literature on the relationship between corruption and development provides
support for the findings of the present study. These findings indicate that high levels
of corruption are associated with lower levels of investment. Corruption reduces the
effectiveness of development policies and encourages businesses to operate in the unofficial
sector to evade taxes and regulatory laws (Rose-Ackerman, 1999). Mauro (1995, 1998)
has demonstrated that high levels of corruption embedded in bureaucratic inefficiency
suppress investment and GDP growth. He also demonstrated that highly corrupt countries
tend to under-invest in human capital by spending less on education. Rose-Ackerman
(1999) and Mauro (1998) argue that in these countries, there is a preference to spend on
capital intensive projects which are latent with more lucrative corruption opportunities
compared to education. The present study shows clearly that investing more in human
capital in general (i.e. spending on education and health, in particular), takes place under
the prevalence of low corruption.

Mauro’s findings are contrary, however, to the results obtained in the present study with
regards to the relationship between corruption and economic growth. The contradictory
findings indicate that such a relationship is not yet conclusive and needs further
investigations. Rose-Ackerman (1999) sheds some light on this perplexing relationship.
She argues that “even when corruption and economic growth co-exist, payoffs introduce
costs and distortions” (p.3). Corruption (especially grand corruption) supports too much
unproductive public investment and under-maintains past investment. Rose-Ackerman
(1999) and Tanzi and Davoodi (1997) have indicated that corruption reduces total
investment and limits FDI, but encourages excessive public infrastructure investment.
This may result in contributing to overall growth but would not result in enhancing
competitiveness and human development, or in attracting FDI, the factors representing
the key ingredients of sustainable economic development.

Shang-Jin Wei (1997) has also shown that corruption acts like a tax on FDI. An increase in
corruption level from the level existing in a relatively highly corrupt country like Mexico
is equivalent to an increase in the tax rate of over 20 percentage points.

Corruption which is widespread vertically (grand and petty) spoils the institutional
environment and introduces inefficiencies that reduce competitiveness. It negatively
affects the efficiency, composition and time-path of investment as well as the type of
private investment the country attracts. Corruption introduces an element of uncertainty
to the outside investors and to the investment climate in general. Rose-Ackerman (1999)
argues that in such a corrupt/uncertain climate, investors attracted to commit funds may
be only those with short term, get-rich-quick attitudes. The result is likely to be an
inefficient time path of public benefits and costs. The corrupt governments and their
rules, may favor projects with short-term benefits, and those may be the only type of
projects of interest to multinational investors (Rose-Ackerman, 1999, p.32). Most of
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the added cost of the grand bribes involved is hidden in the value of the contracts which
usually constitute, in these cases, heavy burdens on the public budget as well as the public
debts. Firms and investors may be reluctant to invest in immovable capital that would
be difficult to take out of the country if conditions change. They will also be rushing
to maximize the extraction of profits and gains, including the rent components they are
keen to acquire under such conditions, in the short term (Rose-Ackerman, 1999). The
vulnerability embedded in a corrupt system tends to produce such tendencies.

The results obtained on the relationship between corruption and governance/institutional
factors are also consistent with the international literature (Global Corruption Reports,
Transparency International). The results are particularly relevant to the literature on
corruption combating strategies and approaches. They shed light on the key components
and ingredients of the reform strategies.

COMBATING CORRUPTION:
APPROACHES AND STRATEGIC OPTIONS

Various approaches exist for fighting corruption. They vary in the extent to which
they, (1) deal with symptoms and consequences or treat and attack causes; (2) take a
sporadic approach or a strategic focus on the most harmful types; and (3) are short-term,
discontinuous, and partial or long term, of high perseverance, and comprehensive. In the
following, an elaboration of each approach is provided, followed by a delineation of the
key strategic options of combating corruption.

Treating Symptoms/Consequences vs. Underlying Causes

One common approach of combating corruption focuses on uncovering, exposing
and prosecuting cases of corruption. It investigates individual cases, exposes villains
and punishes individuals committing corrupt acts. The approach may go further into
confiscating properties and wealth generated out of corruption as well as tracing and
returning assets/wealth acquired. While the approach may be an important means to
deter future corrupt acts, the approach is limited as a preventative measure. The causes
of corruption embedded in the system will continue to produce corruption and the corrupt
actors will learn how to avoid being captured or punished. Although less common in
confronting and combating corruption, another approach exists in fighting corruption
through strengthening the anticorruption system and reforming the institutional framework
to weaken or uproot the causes of corruption. It not only tries to increase the likelihood
of detection, but also improves the mechanisms of deterrence and handles the causes
of engaging in corrupt acts. It tries to strengthen the institutional factors or pillars of
the integrity system at the national (Pope, 2000), as well as the organizational levels.
Related to that is Kaufmann’s (2000) differentiation between anti-corruption strategies
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according to being reactive or proactive. He calls the anti-corruption activities which take
place after the fact as being curative or ex-post strategies. Ex-post measures of tackling
corruption include legal and institutional enforcement measures designed to improve
detection, enforcement and prosecution of already committed corrupt acts. The curative,
remedial or ex-post measures are expected to be an important component of any anti-
corruption strategy. However, this strategy although having a deterrent element, it has a
bias towards tackling corruption symptoms and a leaning towards approaching corruption
through quick-fix interventions.

The reactive strategy is limited in efficacy as it does not tackle the root causes of corruption
and does not focus on preventative measures. The legalistic and punitive approaches to
corruption will not produce long lasting effects as they do not reform the causes and
disregard the incentives of integrity or of acting properly. Kaufmann (2000) argues that
an excessive focus on the ex-post legal and institutional enforcement perspective, at
the expense of ex-ante preventative approaches will not be effective. The preventative
measures are core prerequisites for the effectiveness of the anticorruption strategy. The
preventative approach includes measures that focus on reforming the incentives and
sanctions, installing modern management systems, introducing new control regimes,
enhancing professionalism of the staff and applying modern performance management
and accountability systems. The incentive structure embedded in the public sector, be
it low public wages, excessive red tape/procedure, excessive fees or taxes on the public
services or scarcity of the services, need to be an essential part of the reform. It amounts to
providing incentives for the public and the government employees to act properly. Easing
and facilitating the provisions of public services and curtailing the incentives to offer or
extract bribes represents a more profound and more effective approach than merely taking
ex-post curative measures.

Kaufmann (2000) cited various evidences showing the limitations of the legalistic/
institutional enforcement approach. Most of the anti-corruption initiatives in the world
belong to that approach. This explains the limited success most of these initiatives
have achieved. In contrast, initiatives tackling the roots of corruption and adopting a
preventative/incentive-focused approach, although limited in the number of countries
adopting it, have been much more successful in dramatically reducing corruption in the
public sector. The institutional and incentive-focused reform approach which provides for
deterrence of corruption and for strengthening the integrity system is likely to work better
when there is strong political support for the campaign against corruption and a proactive
anticorruption strategy and action plan. This is likely to exist and be more effective under
systems characterized by good governance and public accountability, when the system
1s undergoing comprehensive political and institutional reform, or when the country has
adopted a strategic vision for development involving resource mobilization and reform in
various sectors.
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Ad-hoc vs. Strategic Activities

In the absence of a comprehensive anticorruption plan, countries may engage in fighting
corruption on case by case basis. Control agencies detect corruption incidents as they
arise with no systematic campaign to detect, capture and expose these cases. This may
take place despite how extensive and widespread corruption is. No differentiation is
made between critical domains where corruption harms the most and other less critical
ones. This approach is likely to take place not only in the absence of an anticorruption
plan, but when the control agencies have been infected themselves by corruption. They
may engage in sporadic detection and capturing on selective basis, sometimes when the
corruption actors do not deliver the bribes/benefits they are supposed to deliver to the
control officials. Corrupt anti-drug and anti-narcotics officials may let go of drugs and
narcotics traffic and selectively capture some of them merely to establish a formal record
of capturing. Contrary to this sporadic approach, there is another one which is driven by a
strategic plan. The strategic anticorruption plan may be a comprehensive one or may have
a selective focus on the most important domains of corruption, constituting areas where
corruption hurts society the most. Corruption of the legislation, the judiciary, the police,
the stock market, and the agencies dealing with foreign investors may represent such
critical domains. However, it is unlikely that such critical domains would be the focus
of anticorruption plan unless strong political support and strong and publicly accountable
governance system exist. It is political accountability that drives the system to confront
corruption in such difficult and critical areas.

Short-Term and Partial vs. Long-Term and Comprehensive

When political accountability and the governance system are weak, the system may engage
in anticorruption activities in reaction to lost credibility. Also, when the existing integrity
system has been functioning well over an extended period with some corruption incidents
starting to appear and increase, the country may focus on the particular sectors or areas
containing such incidents. This represents an opportunity to fix the system and improve
its capabilites in deterring and preventing corruption. In the later case, the efforts are
likely going to be partially focused on the particular agencies or segments of government
practices infected by corruption. When corruption is more penetrating and widespread
in the public sector, a more comprehensive and long-term approach would be needed. To
be effective, the latter approach requires strong political backing, mobilization of public
support, establishment of a long-term plan, and the formation of a broad coalition of
various stakeholders and institutions to combat corruption. The broad anticorruption
coalition may involve state organs including control bodies and the anticorruption agency
(if they exist), in addition to civil society organization and the general public.
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This long-term, comprehensive approach is recommended by Transparency International
(TT) (Eigen, 1996; Pope, 2000). It is the one underlying the National Integrity System
which TI proposes as a comprehensive framework for combating corruption and
uprooting its causes. The approach seeks to build national immunity against corruption
by strengthening the institutional pillars upon which the integrity and ethical conduct of
the public sector is based. Building and reforming such system to enhance its integrity
and reduce its vulnerability to corruption represents a long-term and comprehensive
endeavor. The framework suggested by TI contains the parties of the national pro-
integrity and anticorruption coalition that need to be established within a comprehensive
and long-term plan.

Peter Eigen (1996), founder and current chairman of TI, suggests that effective reform
aiming at controlling corruption requires three integrated elements: (a) limiting the
opportunity for it to occur; (b) bolstering outside monitoring by independent agents/
agencies; and (c) reducing the benefits that corrupt behavior yields to the parties of
corruption (e.g. recipients and payers of bribes). He suggests that the overall strategy
must be one of prevention, with prosecution and punishment eventually coming to play
supporting rather than leading roles. He proposes that an anticorruption program must
include the following components (p. 162):

1. “A clear and demonstrable commitment on the part of political leaders to the
eradication of corruption, from whatever source;

2. The adoption of anticorruption legislation and its enforcement by a strong and
independent body or agency of manifest integrity;

3. The identification of areas of governmental activities most prone to corruption,
and a review of relevant procedures;

4. Acompensation review to ensure that salaries of civil servants and political leaders
are commensurate with the responsibilities of their posts and are as comparable
as possible with salaries in the private sector; and

5. A review of legal procedures and remedies to ensure that they constitute an
effective deterrent (for example, contracts induced by corruption should be
rendered null and void).”

Eigen further argues that civil society has to play a crucial role in any battle against
corruption. The general public must be made aware of what constitutes corruption. The
role of the free press is also crucial; it exposes specific cases and contributes to educating
the public about preventive measures. Open political debates and accountability are
contributory and important factors.
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Crafting a Strategic Mix

In developing a strategy to combat corruption, it is important to differentiate between
levels or magnitudes of grand or state capture corruption (which infects and captures
high state organ and the political system) and petty or administrative corruption. The
strategy should be designed not only in response to the level of either state capture or
administrative corruption alone in a given country, but also to the interaction of these
forms of corruption as well (World Bank, 2000, p. 58). A classification of the two types
of corruption can be shown in a matrix as in Figure 3.

Figure 3: A Matrix Classification of the Two Types of Corruption

AC 2 e 0 PU1o

High Medium
High State Capture/ IHigh State Capture/
State High High Administrative Corruption  [Medium Administrative
Capture/Grand Corruption
Corruption Medium State Capture/ Medium State Capture/
Medium High Administrative Corruption  [Medium Administrative
Corruption

(*) Low levels of corruption were omitted since they warrant no action.

Strategies that need to be crafted to fit the above four conditions or patterns of corruption
should also take into consideration the quality of governance in the country. Huther and
Shah (1998) differentiated between countries on the basis of the quality of governance.
They developed an index of governance quality based on four factors or sub-indexes:

1. A citizen participation index (an aggregated index of political freedom and
political stability).

2. A government orientation index (an aggregated index of judicial efficiency,
bureaucratic efficiency, and lack of corruption).

3. A social development index (an aggregated index of human development and
egalitarian income distribution)

4. An economic management index (an aggregated measure of outward orientation,
central bank independence, and inverted ratio of debt to gross domestic product).

They applied the governance index to 80 countries and generated three tiers “good”,
“fair”, and “poor”. The index is not meant to be deterministic or static since a country’s
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governance quality can and does change over time, for better or for worse (Bhargava and
Bolongaita, 2004). The quality of governance ranking produced by Huther and Shah
(1998) is provided in Table 4 below:

Table 7: Quality of Governance Ranking of Countries

Switzerland 75 Czech Republic 60
Canada 71 France 60
Germany 71 Belgium 58
Netherlands 71 Malaysia 58
Austria 70 Israel 57
United States 70 Republic of Korea 57
Finland 68 Trinidad and Tobago 57
Australia 67 Greece 55
Denmark 67 Spain 55
Norway 67 Costa Rica 54
Sweden 67 Hungary 54
Ireland 66 Uruguay 54
United Kingdom 66 Chile 53
Singapore 65 Italy 53
New Zealand 64 Argentina 52
Japan 63 Jamaica 52

Egypt

Togo

Panama 50 Tunisia 47
Romania 50 Brazil 46
South Africa 50 Russia 46
Venezuela, R.B. de 50 Turkey 46
Poland 49 Paraguay 45
Ecuador 48 Sri Lanka 45
Jordan 48 Philippines 44
Mexico 48 Zimbabwe 44
Oman 48 India 43
Peru 48 Thailand 43
Saudi Arabia 48 Cote d’Ivoire 42
Colombia 47 Papua New Guinea 41

Morocco

Zambia
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China 39 Senegal 28
Kenya 39 Uganda 28
Cameroon 38 Yemen 28
Honduras 38 Iran 26
Indonesia 38 Malawi 26
Nicaragua 37 Sierra Leone 26
Nepal 36 Zaire 25
Pakistan 34 Rwanda 22
Nigeria 33 Liberia 20
Ghana 32 Sudan 20

Source: Huther and Shah, 1998.

Based on the conditions of the pattern of corruption existing in a country and its
governance environment, anticorruption policy makers can choose from a global menu
of anticorruption measures and instruments that are likely to be suitable and effective in
their country.

Anticorruption measures may broadly include instituting checks and balances in the
political system and between organs of the state, expanding and strengthening the role
of civil society, increasing accountability among political officials, injecting greater
competition into the economy, and reforming public administration and improving public
finance (Kaufmann, 2000). It may also include raising public awareness, promoting
public participation, establishing “watch dog” agencies involving the private sector, and
joining international initiatives (Stapenhurst and Kpundeh, 1999; Langseth, Stapenhurst
and Pope, 1997).

The World Bank (2000) combines the tools and instruments of anticorruption into a
strategic framework made of five components: (1) increasing political accountability;
(2) strengthening civil society participation; (3) creating a competitive private sector;
(4) establishing institutional constraints on power; and (5) improving public sector
management.

The Asian Development Bank (ADB) and Organization for Economic Co-operation and
Development (OECD) developed a list of anticorruption measures. The list of measures

developed by ADB and OECD (2001) can be shown in Table 5.

Table 8: Recommended Measures in the ADB-OECD Anticorruption Action Plan
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Developing effective and transparent

Pillar 1

systems for public sector

Establish systems of government hiring
of public officials that ensure openness,

equity, and efficiency, and promote the
hiring of people with the highest levels
of competence and integrity through:

Development of systems for
compensation adequate to
sustain appropriate livelihood
and according to the level of
the economy of the country in
question.

Development of systems

for transparent hiring and
promotion to help avoid abuses
of patronage, nepotism, and
favoritism; help foster the
creation of an independent civil
service; and help promote a
proper balance between political
and career appointments.

Development of systems to
provide appropriate oversight of
discretionary decisions and of
personnel with authority to make
discretionary decisions.

Development of personnel
systems that include regular and
timely rotation of assignments
to reduce insularity that would
foster corruption.

Pillar 2

Strengthening anti-bribery
actions and promoting integrity
in business operations

Take effective measures to actively
combat bribery by:

¢ Ensuring the existence of
legislation with dissuasive
sanctions that effectively and
actively combat the bribery
of public officials.

¢ Ensuring the existence
and effective enforcement
of anti-money-laundering
legislation that provides for
substantial criminal penalties
for laundering the proceeds
of corruption and crime
consistent with the law of
each country.

*  Ensuring the existence and
enforcement of rules to
ensure that bribery offenses
are thoroughly investigated
and prosecuted by competent
authorities; these authorities
should be empowered to
order that bank, financial, or
commercial records be made
available or be seized and
that bank secrecy be lifted.

¢ Strengthening of
investigative and
prosecutorial capacities
by fostering interagency
cooperation, by ensuring
that investigation and
prosecution are free from
improper influence and have
effective means for gathering
evidence, by protecting those
people helping the authorities
in combating corruption, and
by providing appropriate
training and financial
resources.

*  Strengthening bi- and
multilateral cooperation in
investigations and other legal
proceedings by developing
systems that, in accordance
with domestic legislation,
enhance (a) effective
exchange of information
and evidence, (b) extradition
where expedient, and (c)
co-operation in searching for
and discovering forfeitable
assets as well as prompt
international seizure
and repatriation of those
forfeitable assets

Pillar 3

Supporting active public
involvement

Take effective measures to encourage
public discussion of the issue of
corruption through:

¢ Initiation of public awareness
campaigns at different levels.

¢ Support of NGOs that promote
integrity and combat corruption
and its costs, mobilizing citizen
support for clean government,
and documenting and reporting
cases of corruption.

¢ Preparation and implementation
of education programs aimed at
creating an anticorruption culture.
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Establish ethical and administrative
codes of conduct that proscribe
conflicts of interest, ensure proper use
of public resources, and promote the
highest levels of professionalism and
integrity through:

*  Prohibitions or restrictions
governing conflicts of interest.

*  Systems to promote transparency
through disclosure and
monitoring of, for example,
personal assets and liabilities.

¢ Sound administration systems
to ensure that contacts between
government officials and
business services users, notably
in the areas of taxation, customs,
and other corruption-prone
matters, are free from undue and
improper influence.

¢ Promotion of codes of conduct
that take due account of the
existing relevant international
standards as well as each
country’s traditional cultural
standards, and regular education,
training, and supervision of
officials to ensure proper
understanding of their
responsibilities.

*  Measures to ensure that officials
report acts of corruption and
which protect the safety and
professional status of those who
do.

Take effective measures to
promote corporate responsibility
and accountability on the basis
of existing relevant international
standards through:

Promotion of good corporate
governance that would
provide for adequate internal
company controls such

as codes of conduct, the
establishment of channels
for communication, the
protection of employees
reporting corruption, and
staff training.

The existence and the
effective enforcement of
legislation to eliminate any
indirect support of bribery,
such as tax deducibility of
bribes.

The existence and thorough
implementation of legislation
requiring transparent
company accounts and
providing for effective,
proportionate, and dissuasive
penalties for omissions and
falsifications for the purpose
of bribing a public official,
or hiding such bribery, in
respect of the books, records,
accounts, and financial
statements of companies.

Review of laws and
regulations governing
public licenses, government
procurement contracts, or
other public undertakings, so
that access to public sector
contracts could be denied

as a sanction for bribery of
public officials.

Ensure that the general public and
the media have freedom to receive
and impart public information
(particularly information on
corruption matters) in accordance
with domestic law and in a manner
that would not compromise the
operational effectiveness of the
administration or, in any other
way be detrimental to the interest
of governmental agencies and
individuals through:

¢ Establishment of public reporting
requirements for justice and
other governmental agencies
that include disclosure about
efforts to promote integrity and
accountability and to combat
corruption.

* Implementation of measures
providing for a meaningful public
right of access to appropriate
information.
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Safeguard accountability of Encourage public participation
public service via effective legal in anticorruption activities, in
frameworks, management practices, particular through:

d auditi di through: . . .
and auditing procedures throug * Cooperative relationships

e Institution of measures and with civil society groups, such
systems to promote fiscal as chambers of commerce,
transparency. professional associations,

NGOs, labor unions, housing
associations, the media, and
other organizations.

*  Adoption of existing relevant
international standards and
practices for regulation and

supervision of financial * Protection of whistleblowers.
institutions. :
* Involvement of NGOs in
*  Adoption of appropriate monitoring of public sector
auditing procedures applicable programs and activities.

to public administration and
the public sector, and measures
and systems to provide

timely public reporting on
performance and decision
making.

*  Adoption of appropriate
transparent procedures for
public procurement that
promote fair competition and
deter corrupt activity, and
establishment of adequate
simplified administration
procedures.

*  Enhancement of institutions for
public scrutiny and oversight.

*  Adoption of systems for
information availability,
including information on issues
such as application-processing
procedures, funding of political
parties, and electoral campaigns
and expenditures.

¢ Simplification of the regulatory
environment by abolishing
overlapping, ambiguous, or
excessive regulations that
burden business

Source: Adapted by Bhargava and Bolongaita (2004), from the ADB-OECD Anticorruption Plan for Asia and the Pacific,
November 30, 2001.
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In crafting a set of anticorruption policies, care should be given to the suitability of the
chosen policies, to the nature and pattern of corruption (state capture vs. administrative)
and the quality of governance. As for the pattern of corruption, the degree and
combination of state capture and administrative corruption affect the ability of the country
to implement certain anticorruption measures effectively. This is due to the fact that the
depth of corruption problems is a good indicator of the likely strength and capacity of
the opposition to the reform program. The more serious state capture and administrative
corruption are, the greater the vested interests are in countering and resisting reforms.
In such situations, it is more appropriate to weaken the vested interests than to confront
the two types of corruption headily. Referring to the four patterns or combinations of
grand/state capture and petty/administrative corruption outlined in Figure 3 earlier, the
following strategies are suggested (Bhargava and Bolongaita, 2004):

1. High Grand/High Petty. When the country is characterized by high levels of
grand and petty corruption, the challenge is the toughest because the forces of
corruption are stronger relative to the state. In these cases, the governance quality
is likely to be poor. In such situations, the World Bank recommends reforms that
focus on de-concentrating and dismantling economic interest through economic
restructuring, enhancing competition, and enhanced entry; building accountability
and oversight mechanisms; and promoting collective action among countervailing
interests. These measures aim at weakening the vested interests through reducing
the scope for corruption and increasing the risks of detection, investigation, and
prosecution.

2. High Grand/Medium Petty. When the country is characterized by high level of
grand corruption and medium level of administrative or petty corruption, the focus
should be on the state’s susceptibility to capture. This is likely to be mainly in
poor governance countries. The reform agenda should include broad institutional
reforms to make both politics and business more competitive across the board,
to foster a strong multiparty system and to promote market-driven economic
reform measures. The strategy should be focused on lessening state economic
involvement and introducing competitive forces in political and economic arenas.
Since administrative corruption is not severe, it would receive secondary focus.

3. Medium Grand/High Petty. When the country is characterized by medium grand
corruption and high administrative corruption, the focus should be on reforming
the administrative machinery of the state. This is likely to be mostly in poor
governance countries and to a lesser extent in fair governance countries. The
reform program in such cases needs to focus on streamlining bureaucratic systems
and procedures, insuring sufficient pay to government employees; and emphasis
on major governmental reforms to reduce bureaucratic economic involvement as
a means to reduce administrative corruption. This pattern requires prioritizing the
reform strategy to cut administrative opportunities for corruption. A broad-based
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coalition of anticorruption segments and stakeholders is needed to exert pressure
on the widespread administrative corruption.

4. Medium Grand/Medium Petty. When the country is characterized by
intermediate levels of state capture (grand) and administrative (petty) corruption,
the conditions are less daunting. The reforms suggested are to strengthen state
institutions and the bureaucracy. This is to insulate the state organs and the
government bureaucracy against corruption. The target is to lower corruption
incentives and incidence, and intensify penalties and the risks of being penalized.
For such cases, the World Bank recommends strengthening political accountability
and transparency through deepening institutional reforms in civil service, public
finance, procurement, and the judiciary; introducing greater transparency into
political financing; and building strong partnerships with civil society. Those broad
measures of institutional reforms have reasonable prospects of being implemented
because the state retains some autonomy and the system can leverage the relative
strengths of its institutions in pursuing reform and change.

Petty corruption is relatively easier to tackle than grand corruption. This is so because
the people who partake in and benefit from administrative corruption are the broad
transacting public, which is generally dispersed, not organized, and lacking in power and
resources. The situation is opposite for grand corruption. Its beneficiaries are elite groups
and powerful persons who are generally concentrated in the capital and urban areas, are
organized, and are powerful economically and politically (Bhargava and Bolongaita,
2004).

As the above analysis indicates, the differentiation between the two types of corruption
has implications for the choice and formulation of the anticorruption strategy. In
countries characterized by high state capture and high administrative corruption, the
reform strategies that are likely to be effective are those that reduce the scope of, and
rewards for, corruption, and hence reduce its prevalence. This can be achieved through
calibrated liberalization and deregulation of the economy of the country. Those measures
reduce opportunities and prospects of corruption by removing the state from direct
economic activities. This, however, requires strengthening competitive market forces
and institutions, to avoid replacing state failure by market failure and private monopolies.
Approaches relying on enforcement/punishment oriented measures, although critical, are
of relatively lower priority. Although these approaches increase the risks for corruption,
they are unlikely to be effective in high state capture and high administrative corruption
because the enforcement institutions themselves (the police and the judiciary) are weak
and often part of the problem.

The above analysis indicates that when state capture rather than administrative corruption
is the core of the problem, the focus of the anticorruption measures should be less on
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administrative reform of the bureaucracy and more on dismantling the major economic
interests that have penetrated the state organs and captured preferential treatment. The
appropriate strategy is to reduce state economic involvement and lessen the number and
scale of projects that can be magnets of corruption.

The above analysis of strategic options further indicates that when administrative corruption
is the core of the problem, reform of the administrative system of the government to
streamline processes and procedures of administration, to improve the compensation of
government employees, to strengthen the capacity of the government to deliver public
services in an efficient, transparent and accountable manner become the recommended
approach. This approach narrows the scope for the prospects of petty corruption. It would
also be in the interest of politicians and high officials of the state (when grand corruption
is not the problem) to reform the state bureaucracy and reduce administrative corruption.
The success of the state’s policies and programs will depend in great part on their finding
fulcrums for leverage within a corrupt administration (Bhargava and Bolongaita, 2004).
The preceding analysis also suggests that in countries characterized by moderate grand
and petty corruption, the political institutions, the economy and the government have
some capacity to counter corrupt forces. Anticorruption strategy should focus in such
cases on further protecting and insulating both the state organs and the bureaucratic
system by reducing opportunities for corruption and increasing the penalties and risks of
being caught and penalized.

As for adjusting the anticorruption strategy and instruments to fit the governance
environment, Huther and Shah (2000), have provided an analysis of anticorruption
measures according to the quality of governance. Table 6 represents the effect of selected
anticorruption measures evaluated relative to the quality of a country’s governance
environment. The analysis suggests that the choice of measures should be calibrated
according to that environment. A particular measure that is effective in one setting may
be inappropriate and ineffective, if not counterproductive, in another. Huther and Shah
(2000) argue that some well-known anticorruption policies or programs are unlikely to
have much impact in “poor” to “fair” governance environments.
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Table 9: Assessment of Selected Anticorruption Instruments

Anticorruption Instrument

Quality of Governance

Comments

Weak Fair Good

Raising public awareness of n.r. Low Med. |In countries with weak governance, corrupt

corruption through seminars practices and agents are generally well-known.

Raising public officials’ n.r. Low Med. |Public officials may be aware of corruption

awareness of corruption but unwilling or unable to take action because

through seminars of incentive problems in countries with weak
governance.

Establishing anticorruption n.r. Low Med. | With endemic corruption, anticorruption agencies

agencies/ombudsman or ombudsman may actually extort rents. Positive

position influence if preconditions for good governance
exist.

Establishing ethics office n.r. Low Med. |Positive influence may be limited to societies with
good governance.

Raising public sector wages - Low Med. |May have positive impact on petty corruption
but little impact on grand corruption. Negative
impact if part of the problem is excessive public
employment.

Reducing wage compression - - - More relevant as an incentive mechanism for
career development. May increase corruption if the
public sector is viewed as a lucrative career option
by greedy elements of society.

Establishing merit-based Low Med. High |May be derailed by bureaucratic processes in

civil service highly corrupt societies

Conducting public opinion Low Med. Med. |Public opinion surveys have served as a useful tool

surveys in articulating citizens’ concerns (e.g. Bangalore
scorecard).

Demanding financial Low Low Med. | Appropriate when democratic accountability and a

accountability substantial accounting/bookkeeping infrastructure
with some integrity are in place.

Establishing parliamentary Low Med. Med. |Parliamentary oversight can be helpful but

oversight

parliamentary micro-management is not an
effective form of governance.
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Reducing public employment | Med. Low Low | May reduce opportunities for corruption.
Decentralization Med. Low Low | May improve accountability and may increase
sense of social purpose for public officials.
Promoting client-based civil Med. Med. Low | Success depends on service delivery orientation
service/bureaucratic culture of public service, reinforced by accountability for
results.
Pursuing economic policy High Med. Low | Reduces potential corruption by shifting decision
reform making to the private sector.
Promoting media and judicial | High Med. Low | Allows for detection, followed by accountability.
independence, citizen
participation
Reducing size of the public High Med. Low | By reducing the number of government activities,
sector officials can focus on the primary objectives of the
state.
Strengthening the rule of law | High Med. Low |Is essential for any progress.
n.r. Not relevant
- Negligible

Med. Medium
Source: Hurther and Shah, 2000.
Incorporating the Cultural Infrastructure: Reforming Public Sector Ethics

An emerging trend in anticorruption programs is the efforts directed at transforming the
cultural infrastructure of corruption. The ethics and value system prevailing in the country
and characterizing the institutional culture of public organizations have recently been
receiving attention in the literature and in anticorruption programs in a growing number of
countries. The ethics, norms and value system prevailing, determine the behaviors people
in a country consider as right or wrong and the ethical standards public employees believe
in and adhere to. Ethics, norms and values determine the conduct that will be exhibited
by public employees and the people transacting with public organizations. These cultural
factors impact and determine the effectiveness of any formal reform program. The reform
program would be much more effective if it succeeds in winning the support of the public
and the pro-integrity segments of public employees and in strengthening/capitalizing
proper/ethical conduct.
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The OECD has exerted concerted efforts to help its member countries in building the ethics
infrastructure. There is a common theme in its literature emphasizing the importance of
incorporating and integrating specific efforts directed at strengthening and reforming the
ethics regime in the public sector. The ethics regime should be consistent with other
reform elements. The ethics regime is necessary to:

¢ Communicate and inculcate core values and ethical standards for public employees
in order to provide clear guidance and advice to help solve ethical dilemmas these
employees encounter in their performance of job duties.

* Promote ethical standards, prevent situations prone to conflict of interest and
reward high standards of conduct through various incentives including career
development.

* Monitor compliance to the ethical standards and report, detect, investigate and
sanction wrongdoing (OECD, 2000, p.12).

The experience of OECD countries suggests that the measures taken to design, install,
and manage the ethics regime should be calibrated to fit and reflect national priorities
and social, administrative and political culture. The extent of the reforms needed in this
regard in a country will depend on the level and patterns of corruption prevailing and the
ethical standards characterizing public sector conduct. The need to incorporate the ethical
regime in the reform priorities would not be high under low corruption and highly ethical
public sector. In Iceland, for example, public sector ethics is not high in the agenda due
to the fact that Icelandic public employees and public service are generally considered
to be of high ethical standards; cases of corruption and other types of misconduct are
rare, of limited scope and not systematic. Iceland is considered as one of the least
corrupt countries worldwide. Other least corrupt countries (e.g. Finland, Sweden, New
Zealand) may still have an ethics-enhancing program as a means of taking a proactive and
preventative approach towards ethics prevailing in their public sectors. Rebuilding trust
in a government is a multifaceted undertaking and a long-term endeavor.

In trying to combat corruption and malpractices in the public sector, various countries
have implemented ethics programs. These programs were introduced to complement
anticorruption reforms. Many countries of OECD promote transparency and accountability
by supporting the ethical behavior of public employees through a mixture of rules and
managerial incentives. Even among these tried programs, ethics management varies.
The OECD literature suggests a conceptual typology of such regimes (OECD, 1997).

Conceptually, all countries and their ethics programs can be placed on a continuum of
approaches. “At one end of the state is the teleological or integrity-based approach to
ethics management”, which is consistent with New Public Management. Within this
approach, the focus is on what values should be observed in carrying out official duties.
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The use of rules mainly deals with behavior that represents criminal or illegal acts. The
emphasis is on what rather than sZow something was achieved. It focuses more on good
and honest behavior rather than on policing bad conduct and punishing error. Detailed
codes of conduct for civil servants are not emphasized within this approach because it
tolerates a greater margin of error or mistakes. The emphasis on overall values highlights
the ethical responsibilities of line managers and employees for the functions that they
perform.

At the other end of the scale is the compliance or rules-based approach to ethics
management. The focus is on strict compliance with administrative procedures and
detailed rules, which are often codified in legislation or formal regulations. They define
what the civil servants should do and how and what they should avoid. There are usually
detailed codes of conduct that focus often on what should not be done, with a “heavy
emphasis on policing actions and catching wrongdoings”.

The OECD literature postulates that the integrity-based approach is more likely to be used
within the context of New Public Management (results orientation). The compliance-
based approach would be more consistent with traditional public administration (rules
orientation). The conceptual classification used in the study conducted by the OECD
(1997) to analyze the various approaches to ethics management in the public sector, is
shown in Figure 7 below.

Figure 4: A Classification of Ethics Regimes

Integrity-based

Ethics Regime:
Integrity Aspiration
(Motivation)
Public Administration: Managerialism:
Rules/Process control Goals/Results
Inputs < > Outputs
Hierarchy Accountability
Autonomy/Discretion

Compliance-based
Ethics Regime:
Rules
Discipline (coercion)
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The classification implies that there are varying systems with alternative combinations
from among which countries can choose. Establishing a balance between aspiration and
compliance (motivation and coercion) is one of the most difficult challenges confronting
contemporary governments. Another OECD study (1997) was clear in indicating that no
definitive conclusions can be drawn on the degree of success achieved by the various ethics
regimes (Gilman, 1997). It is possible, however, to draw conclusions about the suitability
of ethics regimes and reform approaches. Thus, countries using public administration
approaches may choose ethics reform measures that rely on a rules-based compliance
system while those relying on managerial approaches choose an integrity- or values-
based system. Public organizations operating within a primarily rules-based system but
are using managerialism approaches (e.g. public enterprises or commercialized public
authorities) may consider adopting or transforming into a values-based rather than a
rules-based ethics management framework.

The OECD study (1997) did not refer to the impact of the ethics regimes on state sub- sectors
(e.g. judiciary, police, customs, tax, administration, etc) or the functional subsystems of
public management (e.g. HR, financial management, procurement, etc.). However, it is
possible to draw the following conclusions for the sub-sectors and subsystems:

* For ethics provisions in any sub-sector or functional area to be effective, they need
to be generally consistent with the overall ethics regime and reform approach
adopted by the public sector.

* The risks of sub-sector/functional roles and activities, whether public sectors
as a whole or in a particular government agency, will require a set of rules and
compliance-based codes of conduct to prohibit corrupt practices. These may be
complemented by elements of an integrity-based ethics regime, which strengthens
the professionalism among the sub-sector/functional specialists.

*  Much of the ethics regime, whether integrity-based or compliance-based, deals
with conduct and behavior of public employees/officials. Human behavior in
public organizations is the focus of both. Thus, the effectiveness of an ethics
regime lies in the institutional framework that enables influencing behavior in the
directions sought. The question is, “what types of structure, policies and practices
are best suited for an integrity-based or a compliance-based regime?”

Designing the Ethics Regime

The documented experience of OECD countries offers some useful lessons in designing
effective ethics regimes within the anti-corruption program and the prevailing institutional
framework. It needs to be calibrated with the intensity of corruption and the management
reform program. To design a well-functioning ethics regime, the desired behavior needs
to be defined within the context of the overall ethical conditions present and management
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reform approaches. To begin, two conditions need to be differentiated: high and low
levels of corruption:

High levels of corruption imply a greater need for rules-based management,
with control and sanctions, than low levels of corruption (Gilman, 1997).
High corruption situations imply low ethical standards and a high tolerance
for wrongdoing. It is not advisable, when people are actively doing the wrong
things to reform the system (at least for the short run) through moving into
results-based management with the implied devolution of authority, discretion,
and empowerment. “Empowering ethically bankrupt people” (or institutions)
“simply leads to corruption more quickly” (Gilman, 1997). The same notion
applies to societies characterized by nepotism and political corruption or lacking
in democratic accountability. The suitable reform strategy to improve ethics in
such situations is compliance or rules-based, perhaps with the enforcement of firm
and strong penalties associated with corrupt practices.

Low levels of corruption imply the possibility of using integrity or value-based
management. Where public sector employees are highly motivated to perform to
the best of their abilities, integrity or values-based management is more likely to
succeed. Where civil servants are not motivated or trying to escape responsibility,
either by staying passive (not necessarily engaging in corruption) or by actively
engaging in wrongdoing, such an approach will likely fail (Dramer, 1997).

The above analysis of the elements and conditions of the applicability of the two ethical
approaches can be summarized as in Figure 5 below:
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Figure 5: Elements and Conditions of the Two Ethical Approaches

Conditions and Strategies
For Ethics Management

/ N\

* High administrative corruption * Low corruption
Highly motivated/professional personnel

* Demoralized/unmotivated personnel

* Political corruption * High political accountability/democracy
* Society characterized by nepotism * Society characterized by high institutionalization
and cronyism and low institutionalization and low nepotism and cronyism.
Rules-Based Management Values-Based Management
¢ Detailed Codes of Conduct * General Codes of Conduct
* Rules governing conflict of interest * General guidelines governing conflict
and other corrupt practices of interest and encouraging ethical
/\ conduct. /\
Threat of Clarifying Ethical Ambiguity Encouraging
Negative Sanctions Ethical Conduct
Emphasized conformity Negative sanctions for Positive sanctions/ Positive sanctions/
to minimum moral misconduct incentives for ethical incentives
standards conduct
Discouraging Misconduct Encouraging High Moral Creativity
And Responsibility

Source: Ashour, 2004

Building Anticorruption Coalitions

For a well designed and technically sound anticorruption strategy to be effective, it
needs a solid and broad coalition to support it and ensure that it goes beyond the drawing

board. The need for such a coalition is a function of the quality of governance of the
country and its pattern of corruption. The weaker the governance and the deeper and
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more widespread the corruption, the more crucial coalition-building becomes; because
the resources, organization, and concentration and solid powers of corrupt interests
in the more corrupt countries far outweigh those of the broader transacting public. It
thus requires the surmounting of the problem by collective action. A broad coalition is
needed to bring together the dispersed anticorruption interests, pooling their resources
and building a movement that can outsmart, and possibly outweigh, the formidable forces
and interests of corruption. Bhargava and Bolongaita (2004) suggest that strategic focus
on anticorruption coalition building is greatly needed to outgun the powerful and solid
forces of purveyors and beneficiaries of corruption. Only when the various and scattered
anticorruption and pro-integrity groups are able to bring their forces and resources
together and coalesce as a cohesive force can they have realistic prospects of neutralizing
or countering the organizational and financial advantages of corrupt interests.

Coalition building strategy needs to be calibrated with the anticorruption strategy. 7The
more serious and sweeping the anticorruption reforms, the more critical the resistance of
the corrupt interests and beneficiaries and, thus, the more critical coalition-building is to
the anticorruption strategy.

The coalition building strategy also needs to be adapted to the governance environment
and the pattern of corruption existing. In many poor governance countries, where there
is a low risk of detection, prosecution, and/or punishment for corruption, especially in
the case of high state capture, there is conversely a high risk in pushing reforms. Under
these conditions, the challenge for the anticorruption coalition is not just to increase
the risk of being punished for corruption, but also to lower the risk of backlash for
anticorruption forces and advocates. It is of crucial importance to find the political allies,
reform advocates and the reformist officials and bring them together in an anticorruption
coalition to form the strategy that fits their tough governance environments (Bhargava
and Bolongaita, 2004).

In other situations, where the governance environment is not that tough, the political elite,
the civil society and the private sector may have the capacity to fight corruption. The
problem is how to bring these elements together or to coordinate their actions against
corruption. Their diversified interests and dispersed efforts need to be integrated and
coordinated with the broad coalition.

Obtaining the support of political leaders for the anticorruption strategy/campaign is also
of crucial importance. The higher the leader or official involved the more effective the
anticorruption efforts become. Higher leaders have greater resources and more networks
that can be used to support the reform. There is likely to be a cascading effect when
high officials/leaders are involved. This will probably lead to a so-called bandwagon
effect that would help widen the coalition and generate public support for its efforts. In
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Thailand, for example, the involvement of former Thai prime minister, Anand Payarachun
and other notables in a social movement for good governance in 1997 helped in creating
a broad coalition that produced what is perhaps the world’s most expressly anticorruption
constitution (Bhargava and Bolongaita, 2004). In Egypt, the formation of a reform front
headed by the former Prime Minister, Aziz Sidky, has created a coalition calling for
political reform and transparency in the public sector, especially in the privatization of
public enterprises and in economic policies. At the regional level, the formation of a pan
Arab transparency group headed by the former Prime Minister of Lebanon, Selim Al-
Huss is another example.

Bhargava and Bolongaita (2004) suggest that in seeking the support of reformist politicians
and officials for an anticorruption program, it is important to understand their concerns
and criteria. If they are elected incumbents, they likely will take into consideration
how this will impact on their reelection. In a weak governance environment “where
political corruption is part of the problem, politicians will naturally weigh the trade-offs
between the potential electoral benefits of an anticorruption platform and a strategy of
playing politics-as-usual” (Bhargava and Bolongaita, 2004, p. 41). Parliament members
in some developing countries of weak governance environments who have taken strong
stand against corruption have faced the risks of failing in next elections due to political
manipulation of government organs in their districts. In some other cases, the parliament
members tend to calculate the risks of engaging in anticorruption campaigns or activities
against the benefits associated with keeping the peace with the current corrupt political
oligarchy. However, in more democratic regimes where the citizens possess a greet
deal of power through their electoral votes, the more the public supports anticorruption
activities, the more politicians and parliament members would lean in the direction of
their electorates. This will certainly depend on the extent of political participation and
the integrity of the elections. When political participation and integrity of elections is
weak and/or infected by corruption, the number of parliamentarians and political allies to
the anticorruption movement is likely to be less.

In any case, it is important to make corruption information available to officials and
stakeholders supporting anticorruption. The role of the anticorruption activists can be
more effective if their corruption information is made accessible to these officials and
supporting stakeholders. Anticorruption research conducted by academics and researchers
can play a crucial role. Published reports and investigative studies by the press/media
will contribute to educating the public, raising their awareness, generating public opinion
pressure, and propelling anticorruption alternatives.

Activating the role of non-governmental actors is a critical component to broadening and
strengthening an anticorruption coalition. Stapenhurst (2000) argues that an anticorruption
agenda cannot be effective in countries characterized by poor-to-fair-quality governance
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without the support of NGOs and the mass media. Civil society elements, such as NGOs,
academic institutions, research organizations, and independent researchers have proven
to be powerful partners in counter-corruption coalitions. The work and findings of
anticorruption researchers, scholars, and media investigators may become the basis for
investigation by control agencies, hearings by the legislative assembly, social mobilization
of NGOs, and may draw and widen the spotlight of media coverage. The above assumes
that researchers, analysts and scholars are capable and motivated to play such a role.

The serious limitation of the above argument is that in poor-governance countries,
academic organizations and research entities are generally weak in resources and
incentives to confront state actors from whence they get their budgets (Bhargava and
Bolongaita, 2004). The media in those countries may not be independent enough to launch
anticorruption reform. In such situations, the international organizations and external
support can help to overcome indigenous deficiencies. However, for international support
and involvement to be effective, it needs to be nonpartisan and must not be a substitute
for activating indigenous forces and resources. They should be considered as playing a
catalyst role in initiating and developing the inner forces of anticorruption in a country.

Establishing Accountable Anticorruption Institutions

Institutions of anticorruption programs are varied. Most of them emanated from good-
governance countries. Some are constitutionally independent of the government branch
and others are set up by the government to serve either an advisory role or with the
authority to investigate and help prosecute public officials of various ranks. There is also
the Ombudsman, which seeks to independently receive and investigate allegations of
mal-administration (Pope, 2000). Other anticorruption institutions may take the form of
independent commissions, multi-sectoral advisory groups, institutions to administer ethical
codes of conduct, regulations for financial disclosures by public officials, appointment of
special authorities or commissions to handle or investigate special corruption allegations,
and parliamentary committees to oversee codes of conduct and campaign finance issues.

The great variation of institutional modalities reflects the diverse approaches to combating
corruption in different countries. Italso suggests, as Bhargava and Bolongaita (2004) have
observed, that some countries have modeled their structures on the successful experiences
of other countries. These anticorruption agencies vary greatly in the conviction rates they
achieve. The performance divergence among these agencies illustrates the difficulties
of attempting to transplant institutions from good governance countries to fair and poor
governance environments. In poor governance countries, the ability of anticorruption
institutions to be effective is hindered by the weakness of the network of political,
economic and social institutions in these countries. Transplanted structures or systems
find themselves in very different soils, and thus yield different results. The institutions
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need to be calibrated to the governance conditions and the patterns of corruption existing
in a country (Bhargava and Bolongaita, 2004). Thus, Uganda’s reforms represent a case in
point. Uganda established several institutions to play a role in the fight against corruption.
They included the Ministry of Ethics and Integrity, the Inspector General of Government,
the Auditor General, the Director of Public Prosecution, the Public Accounts Committee
of Parliament, the Judicial Commission of Inquiry into Corruption in the Uganda Police
Force, and a number of other special tribunals (Kpundeh). Yet, despite the work of these
institutions and changes in the law, little progress has been made. For example, in the
CPI of TI of 2005, Uganda had a score of 2.5 out of ten and ranked in the range 117-126
which belongs to the most corrupt quartile of the 159 countries assessed in the index.
Apparently, these institutions could not counter the deeply rooted forces of corruption
and could not establish effective coalition with the civil society and the private sector in
Uganda.

In general, an anticorruption agency in a good governance environment will likely be more
effective and potent than an agency in a weak environment. In the former environment,
the agency can collaborate with other institutions that are more or less effective in their
roles, such as the police, the prosecutors and the courts. In a poor governance country,
these entities are more likely to be poorly staffed, ill-equipped, and weakly motivated,
if not corrupt themselves. In such a poor governance country, the anticorruption agency
will face enormous opposition and resistance, quite apart from the possibility of being
infected by corruption. The latter is a likely possibility if the agency is poorly monitored,
not well insulated from corruption, and not made accountable (Bhargava and Bolongaita,
2004). This is likely to be the case in poor governance countries.

The task is made more difficult in poor governance countries because the leadership
system existing is not geared to attracting and retaining competent and honest officials.
The recruitment process is infected with political corruption and nepotism, which
compromises the kinds of officials who are elected or hired from the highest office in the
country to the lowest position. Even good governance countries are not immune to falling
short in the officials who lead anticorruption drives (Bhargava and Bolongaita, 2004).

Monitoring and Assessing the Performance of the Anticorruption Strategy

Anticorruption reforms may face the risk of failure if their implementation and
performance are not monitored and assessed. The failure to foster and listen to feedback
from implementation results in the fatal error of not knowing the nature, location, and
strength of corruption elements that are naturally opposed to reforms. With monitoring
and assessment mechanisms, anticorruption reformers are able to assess information from
implementation and, accordingly, adjust the reform policies and programs (Bhargava and
Bolongaita, 2004).
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Monitoring resistance to reform policies is helpful in adjusting the implementation and
dealing with the elements of opposition. Resistance and opposition to implementing the
reforms can occur in several ways. Key actors may defy the policy directly when their
interests are hurt greatly and when they can take collective action in resisting the reform.
The defiance may be less confrontational or explicit, but no less effective. It may even
use legal or procedural maneuvers to stop or delay implementation in different ways that
circumvent or cripple the reform policy.

Monitoring and assessing reform implementation can help in overcoming opposition to
reform by providing the needed information to officials about where, when, and how they
might be able to adjust, calibrate, align or sequence the reform program. Monitoring
and assessing requires collecting, analyzing and disseminating empirical information on
the state of corruption by using various indicators. It includes qualitative analysis to
assess and anticipate levels of opposition and resistance and to enhance cooperation and
compliance among actors and stakeholders. It also involves anticipating potential support
and collaboration from the supporters and beneficiaries of the reform.

The anticorruption coalition needs to be provided with an ongoing supply of empirical
information and analysis to counter the opposition mounted against them. It is also
important to have information on the nature and intensity of corruption, collected through
credible entities using sound methodologies. Widely disseminated information through
media outlets may have to be sustained over a long period because the resistance can
sometimes be strong enough to cause the slow or sudden death of reforms unless public
opinion and outrage against corruption are formed and sustained over many years
(Bhargava and Bolongaita, 2004).

To use the information effectively, it is important to be ready to use ways and means
to calibrate or adjust reform policies to enhance their effectiveness, and to mobilize
additional resources to counter resistance and ensure effectiveness. It is also important
to pay attention to how anticorruption reforms are understood by stakeholders and the
public and to avoid non-compliance.

LESSONS DRAWN FROM INTERNATIONAL EXPERIENCES
ON COMBATING CORRUPTION AND IMPLICATIONS FOR
DEVELOPING COUNTRIES

In reviewing the international experiences on combating and controlling corruption, a
number of conclusions can be drawn. These experiences represent lessons that developing
countries could draw from in the anticorruption initiatives and programs they adopt. The
following is a synopsis of these lessons:
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Corruption is a Multifaceted Phenomenon

The misuse of public authority to achieve personal gains takes various forms. The pattern,
type, and intensity of corruption vary depending on country conditions and the sector and
institutional setting under focus. It is, therefore, important to conduct research to capture
the various patterns, types and intensities of corruption. Any anticorruption program
needs to be based on such analysis to be able to set priorities of the sectors and institutions
most infected by corruption. It is also important to classify corruption according to the
various forms by which it gets manifested. Knowing these forms would be a first step
in getting into a more in-depth analysis of its underlying causes and infrastructures. The
multifaceted nature of corruption necessitates that anticorruption efforts include the use
of multiple solutions and measures, and that the coalition formed to fight it be formed
of various stakeholders and entities. The statistics about the prevalence of various forms
and types of corruption are very scarce and, in many cases, nonexistent. One of the
major contributions that anticorruption movement in developing countries can make is
to compile indicators and statistics that shed light on the prevalence of various types and
forms of corruption classified by sectors and institutions. This would serve as a first step
in identifying how serious the problem of corruption is in the country as a whole and in its
various sectors and institutions, and in identifying the modality/patterns corruption takes
in these sectors and institutions. The fact that most developing countries have gaps in
most of the underlying infrastructures of corruption (political, economic, institutional and
cultural) is likely to offer patterns and types of corruption that reinforce each other. This
makes the multidimensional nature of corruption even richer and worthy of examination in
these countries with regard to how its various types (e.g. state capture and administrative)
and patterns operate and interact.

Corruption and its Underlying Factors Impede Development

The evidence obtained in the present study clearly shows that corruption impedes
development. The evidence is consistent with results obtained in other studies. The
consensus in the literature on corruption and development indicates that various types
of reforms (political, economic, administrative and institutional, and ethical/cultural) are
needed to unleash the forces of development in the countries suffering from corruption.
Most of the developing countries belong to this category. The needed reforms will enable
these countries to make progress on the development path and also control the waste of
resources, enhance the environment of productive investment and competitiveness, and
improve equity in wealth distribution. Most of these countries suffer from a development
gap that requires serious reforms on all fronts (political, economic, administrative and
institutional, and cultural).
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A Strategic and Systematic Approach is Needed in Fighting Corruption

Corruption is a manifestation of deeply rooted deficiencies in the system by which public
resources (including authority/power) are managed and accounted for. The divergence of
these resources into private interests and pockets is an indication of system deficiencies.
The fact that corruption in a country can be controlled through strengthening the national
integrity system in that country, bolstering the preventative and incentive pillars,
reforming the curative measures, and invigorating the enforcement institutions, requires a
systematic and strategic approach. The countries that have enjoyed high levels of integrity
over a long time and those that were successful in their anticorruption programs have
dealt with the underlying factors of corruption not in a segmental or sporadic fashion but
in a systematic and strategic way. Corruption reflects weaknesses in the system and the
infrastructural factors underlying it. Effectiveness in combating corruption necessitates
fixing the total system and the critical factors constituting its infrastructure. The strategic
approach focuses on the critical factors, gives more attention to the sectors/institutions
most infected and causing the greatest harm, integrates the various measures taken and
adapts them to the nature and pattern of corruption and to the context of reform, and
defines particular and measurable objectives to be monitored and achieved by the program.
A strategic program based on a good analysis of the corruption in the country and on
tackling and fixing the system that produces its symptoms has characterized most high
integrity and successful experiences. The anticorruption scene in most of the developing
countries is characterized by sporadic/nonsystematic and piecemeal efforts. Few of these
countries develop an integrated plan/strategy to control corruption by tackling its roots
in the system. Most of the anticorruption initiatives and efforts are taken by either civil
society organizations, which are generally weak in developing countries, or by individual
institutions. No coalitional or consortium efforts exist within a planned framework.
Most of the anticorruption efforts lean towards the legalistic and ex-post approach rather
than being strategic and focusing on the underlying causes/infrastructures of corruption.
To launch a successful campaign against corruption requires strategic, well-planned,
concerted and systematic efforts to confront such a complex problem. The reform that
needs to be adopted has to tackle the various roots and factors of the problem. Various
types of reforms (e.g. political, economic, legal, judicial, administrative and ethical) need
to be initiated in these countries to unleash the forces of development and remove the
obstacles in its path.

Building and Strengthening the Anticorruption/Pro-Integrity Coalition is a
Prerequisite for Success in Combating Corruption

Corruption beneficiaries in highly corrupt countries represent a network of well-connected
elements. The more intense and widespread the corruption is, the more consolidated
and penetrating are its forces and beneficiaries. The international experiences point to
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the need to analyze the type, pattern, intensity and spread of corruption in addition to
the governance condition of the country to determine the strategic option suitable and
the type of anticorruption programs needed. The more serious the corruption problem,
due to its intensity, vertical outreach (state capture and administrative) and horizontal
spread (infecting various sectors and institutions), the more consolidated the opposition
and resistance of the reform. Winning high political support from charismatic reform
leaders with high integrity and dismantling the economic interests and infrastructure of
the corruption coalition would be the suitable option. This requires building a nucleus
of powerful supporters of the reform that cut across various societal and institutional
sectors. Broadly speaking, the anticorruption coalition needed in a country should suit the
corruption and governance conditions of that country.

Strengthening Anticorruption Institutions and Monitoring and Evaluating
Progress are Necessary for Success in Combating Corruption

The role, power and resources of anticorruption institutions represent critical factors in
the success of the anticorruption program. International experiences point to the crucial
importance of empowering the anticorruption institutions and of invigorating the roles
not only in monitoring, exposing, capturing and prosecuting, but also in taking deterring
actions and preventive measures. Strengthening the independence and immunity of these
institutions (against being infected themselves with corruption) are key prerequisites.
Developing countries may learn greatly from the experiences of countries such as Hong
Kong, Singapore, New Zealand and Malaysia with regard to the role, structure and powers
of the anticorruption institutions. But they need to tailor-make their approach and policies
to fit their conditions and priorities. A quick look at international experiences with regard
to these institutions reveals a variety of modalities. The role, power and institutional
affiliation of the control agencies over the public sector in developing countries need to
be reviewed and reformed to invigorate their role, provide them with immunity, enhance
their powers, increase their independence vis-a-vis the government and executive branch,
enhance the transparency of the reports, and extend their jurisdictions to initiate and
suggest strong deterrent and preventive policies/measures.

SUMMARY AND CONCLUSIONS

Corruption in the public sector takes a variety of forms but basically involves the misuse
of powers of the public position to achieve personal gains. The type of power defines
the type of corruption, whether it is political, economic, administrative, or state capture.
Controlling corruption requires going beyond its symptoms to the structural factors
characterizing the political, economic, institutional and socio-cultural systems of a
country. The empirical results of the correlation analysis between corruption, governance,
and developmental indicators are overwhelming in suggesting the multitude of factors
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that are associated with corruption. Such correlations support the notion that corruption
indicators are manifestations of deeper ills that require a set of profound reforms that
should tackle the political, economic, institutional, and cultural infrastructures that
produce corruption. The results obtained are consistent with findings and conclusions
provided by earlier studies, yet provide more comprehensive and decisive evidence on
the correlates of corruption.

Approaches and strategies of combating corruption vary in depth, strategic orientation,
time horizon, and comprehensiveness. Their success and effectiveness also vary
accordingly. Formulation of an anticorruption strategy requires adapting the strategic mix
to fit the extent and types/patterns of corruption existing and the quality of governance in
the country. A multitude of measures and instruments are currently available. These tools
can be used to formulate an anticorruption action plan after a choice is made to fit them
to the anticorruption strategy and the country conditions.

For an anticorruption strategy plan to succeed, it needs to incorporate and tackle the issue
of public sector ethics. The ethics reform needs to differentiate between the integrity-
based approach and the compliance or rule-based approach. The choice between these
approaches needs to be calibrated to the extent/intensity of administrative corruption and
the type of management and accountability system existing in the public sector.

Corruption has various beneficiaries. Therefore, anticorruption programs need to be
based on a solid and broad coalition of the supporters and beneficiaries of controlling
and minimizing corruption. This is not only crucial to face situations of weak governance
and deep and widespread corruption, but also to confront strong resistance on the part
of the corrupt interests when anticorruption reforms are comprehensive and sweeping.
Strengthening anticorruption institutions needs also to be a critical complementary part of
any anticorruption strategy. In reforming and strengthening these institutions, care should
be given to adapting their role and capabilities to the specific corruption conditions of
the country and the prerequisites of these institutions to succeed in their environments.
Anticorruption strategies and programs need to be monitored during application and their
performance/effectiveness needs to be evaluated. Such monitoring and assessment allows
for the adjustment of the reform policies to enhance their effectiveness and impact.

The wealth of experiences in combating corruption existing worldwide should guide
developing countries in their efforts to formulate anticorruption strategies and programs.
These countries need to conduct research and generate/disseminate information that helps
enhance understanding of the intensity and patterns of corruption and their consequences
and underlying factors. They need to realize that lack of or slow reform marginalizes
the position these countries occupy in the globalizing world. Corruption is a systemic
ill that needs to be confronted in order to unleash the forces that get these countries out
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of the stagnant growth and development that they have been experiencing for decades.
This requires a strategic, systemic, and multi-dimensional approach to reform. It also
requires major changes in the governance system and in the institutional framework of
anticorruption programs in general. Without such reforms, corruption is likely to continue
to impede growth and development in the developing regions. The analysis provided in
this study, thus, highlights the systemic and strategic approach in bringing together the
various ingredients needed for more complete and integrative anticorruption programs.
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