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Hong Kong, China’s
Anticorruption Strategy
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espite the economc downturn brought about by the

financia turnoil in Asia Hong Kong, Ghina s econonc
success in the last tw decades was facilitated by the de-
vel opnent of an effective regulatory regine and by the
Governnent’ s trenendous inroads in conating corrup-
tionin both the public and private sectars. The | ndepen
dent Gormission Against Qorruption (I1CXQ has pl ayed
akeyrdeinthisinportant process. Secificaly, GChas
had a neasure of success in nobilizing the private sector
and the conmunity in fighting corruption. Hw did it
achieve this?

A SHORT HISTORY OF ICAC

Success did not cone easily. Inthe 1960s and early 1970s,
corruption in Hong Kong, China, ran al nost unchecked.
Bibing for public service was conmon. In the busi ness
sector, illega conmssions were awvay of life. The problem
was conpounded by a lack of public confidence in the ef-
fectiveness of the Ati-Qxruption Qfice of the Rdice,
where corruption was al so a probl em A though the public
was concerned, it accepted corruption as a necessary evil,
util atop paice officer nanaged to escape to his hone in
Engl and whi | e under investigation for corruption. The com
nunity was enraged.
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In response to the coomunity' s insistent denand for
drastic and decisive action, the Gvernnent set up | CAC
in1974. 1t was enroil ed in controversy fromthe start. The
nunerous arrests it conducted becane so unsettling that it
was accused of being too powerful . For exanpl e, the busi-
ness sector denanded to be left done, as it believed thet
| CAC shoul d be concerned only wth public sector corrup-
tion. Qe of 1CACs higgest challenges was to nake the
communi ty believe that corruption conplaints would be
treated seriously and confidentially, and that those wo
reported corruption need not fear reprisal .

Tventy-five years later, thanks tothe cdl ective deter-
mnation of the Governnent and the conmunity to stand
up and face down corruption, Hing Kong, China, can boast
the fdlowng

e It stands out as one of the world s least corrupt
[ aces.

* It hesone of the cleanest civil servicesinthe varld

* It has a nuch nore responsi ve busi ness sector, which
understands that corrupt practices, whether in G-
ernnent or in private business, affect internationd
cofidence, wichiscrucid toits continued success
as angor financid and service center.

* |t has succeeded in bringing about a fundanental
change in public attitude toward corruption, from
acceptance to revul sion, and frompassi ve acqui es-
cence to positive identification wth 1GCs god s
and nissi on.

If in 1974 only one third of the conpl ai nants reveal ed
their identity to IGAC a nost 70 percent do so now
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LESSONS AND EXPERIENCES

Wiat | essons can be drawn fromHbong Kong, China' s ex-
perience? Howdid it nanage to cone to grips wth what
was conmonl y consi dered an intractabl e probl en?

The first key to effectivdy cotrd corustion is the
“total sol ution” approach—a three-pronged attack on cor-
ruption through detection, education, and prevention.
ICCis fortunate in that it has a clear nandate and the
necessary resources to get on wth its daunting task. Gw-
ernnent support for the comnmission renains strong and
its anticorruption legal franework intact, gperating i nde-
pendent |y as guaranteed by Article 57 of the Basic Law

Second, w thout conmunity support and i nvol venent
inthe effort, 1CACwould have lost the var against cor-
ruption. Unlike sone cring, corruption is not easy to de-
tect. Menbers of the conmunity nust be wlling to cone
forvard and report it. 1CACwas created out of public de
nand. Qver the years, it has renai ned an organi zation for
the peopl e. Through its Gomnmunity Rel ati ons Depart nent,
whi ch has a staff of over 200, it nakes sure that the peop e
do not forget the bad ol d days and that they know where
thelineis dam

ICAC STRATEGIES

| GAC adopted strategies to forge a partnership wth civil
society in gererd, specificdly wth the private sectar, to
tackle corruption. To keep corruption a the forefront of
pudlic attention, |GACuses the nass nedia, such as televi-
Si on dranas based on real cases, conmercial s exhorting the
public to support 1CGAC and news reports of arrests and
prosecutions. 1GAChas a so actively devel oped its public-
ity pafoamonthe Internet.

A another level, to ensure that anticorruption nes-
sages sink deep into the coomunity’ s psyche, |1 GAC estab-
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lishede gt regod dficesindfferent corners of the com
nuni ty. They recei ve corruption conplaints and nai ntain
“face-to-face” contact wththe entire coomnity. 1GXCal so
talored its nessage for different groups.

Hong Kong, China, has becone a sophisticated soci -
ety, and specific areas thus need specidized attention. To
neet the needs of different groups, |CAC adopted a “pro-
grampl an” approach i n spreadi ng anti corrupti on nessages
adinenistingpilic suppart. Insinpleterns, thisisthe
“client-focus” segnentation strategy.

Each of 1A Csregona officersis boththe IGCrep
resentative inthe loca conmunity and al so the dual pro-
gram coordinator. The officer knows the community’ s
needs, the key payers, and specific targets such as busi-
nessnen, public officers, young people, community |ead
ers, and even newimmgrants fromthe Reopl € s Republic
o Ginma

In securing public participation in conating corrup-
tion, the Prevention of Bibery d nance outl ans “abuse
of trust” acts, thus enadling ICACtonaintainaleve play-
ingfieddinall aspects of comunity life. Hong Kong, Ghing,
isasnl and closely knit conmunity. VWMat goes on in
busi ness affects other aspects of comunity life. Wiile en
trepreneurs nay be vul nerabl e to extortion by corrupt of fi-
cias, acorupt business comunity is just as likedy to
wittle anay the integrity of the public service. Hince, as
|GACstands on the thresho d of a newera, it is coomtted
to nantaining a clean pblic sector and a level playing
fiddfo business attivities.

To effectively enforce anticorruption | avs, | GACnai n+
tams doseties wththecivil service pldic service argan -
zations, regu atary bod es, trade associations, and profes-
siond imstitutions. It encorages citizenstorepart any sign
of corruptionandto cdlaborate wth 1GACs efforts to ent
hance the integrity in bath the public and private sectors.
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In bringng the corrupt to justice ad aerting senior
nanagenent to the ways and nethods used by the cul -
prits, investigators of 1CACs (perations Depart nent have
naintained a network wth private sector organi zati ons,
particuarly the security cotrdlers of the financid sectar.

Prevertion is always better than a cure. Thus, 1GAC
al so offers publ i c and busi ness organi zati ons cust om nade
corrupti on-prevention advi ce. Lpon request, | CAC serves
about 200 clients inthe private sector every year. Aound
100 corruption proacti ve prevention assi gnnent studi es for
Gover nnent departnents and publ i ¢ bodi es are conduct ed
annua 1 y.

Lawis alvays the | ast defense. On the preventive edu-
cation front, nurturing an ethical cutureis a fundanental
appr oach to tackling corruption and di shonest behavi or and
nal practice. Increasingly, the world coomunity is taking
jont neasres inthe fomaof treaties and conventions re-
quiring nenber countries to keep pace wth these devel -
opnent s.

I n response to the request of the busi ness conmunity,
in 1995 ICAC set up the Hong Kong-China B hics Devel -
opnent Gentre in conjunction wth six na or chanbers of
conmerce wth the amto beat corruption, fraud, and ot her
nal practice by pronoting ethical corporate culture and
behavior. |1 CAC al so hel ps conpani es devel op their own
code of conduct and fornul ate tailor-nade guidelines for
staff, and organi zes training for nanagers and workers in
the private sector onthe provisions of |GACs anticorrup-
tionlawand on practical skills in ethica nanagenent. S
far, over 1,500 conpanies have formil ated codes of con
duct for their staff. 1GCda so conducts about 1,500 train-
ing semnars for 7,000 nanagers and 26, 000 front!ine work-
ers every year. In addition, nore than 4,000 peopl e have
approached the Bhics Devel opnent CGentre to seek con-
sulting services for ethics prograns. They i ncl ude sone 500
oversess clients from20 coutries, suchas the Uited Sates,
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South Arica, and various Southeast Asian countries. A
end-1999, the center organi zed nore than 10 wor kshops
on the supect of business and professional ethics, wich
vere well attended by sone 1,500 participants, includ ng
sal es and narketing executives, snall and nedi umsi zed
enterprises, nanagers, accountants, and engi neers.

ADDRESSING CHALLENGES AHEAD

The center launched two n@j or initiativesin 1999. Qe was
a survey on ethics to gauge busi nesspersons’ views and
attitudes on corruption and ethica practices. The find ngs
were nade available in early 2000. The second initiative
vas the organization of a conference in early 2000 to pro-
vide a fooumfor leaders in both the business and public
sectors to exchange i deas and experiences to find nore ef -
fective ways to pronote ethics and enhance Hong Kong,
Gina's conpetitive edge. G oss-sector synergy and col -
| aborationto naximmze the inpact of effortsinethica nan
agenent was the thene of the conference.

CONCLUSION

Qorruption cannot be eradi cated. However, Hng Kong,
Ghina, has shown that the problemcan be substantially
reduced and control l ed. This can be done when a conmu-
nity and its governnent have sufficient determination,
when governnent regul ations and procedures are clearly
understood and strictly followed, and when
busi nessper sons take a | ong-termvi ewand are coomitted
to steady grovth rather than short-termgains. But nost of
al, to secure ad retain pdlic trust and cofidence, the
anticorruption organi zation nust be entrusted wth the
abilitytofight corruptionwthout fear and favor and nust
be backed by a prosecuting authority and a judicia pro-
cess that are bath fair and inpertid .



Strategies for Combating
Corruption in Pakistan

SHAFIUR RAHMAN

orruption in Gvernnent and i n busi ness has been the

suject natter of specid atention in Rkistan for de-
cades. The Renal de of 1860 i ntroduced a whol e chapt er
wththe heading “Q Ofences By or Rlatingto Riblic Ser-
vats. ” The code was drafted in 1837 by the first |awcom
mssion of which Lord Micaul ay was the president, and
MlLeod, Anderson, and Ml ler were the conmissioners.
They drewupon not only English and I ndi an | ans and regu-
lations, but a so upon Livingstone' s Lousi ana Gde and the
Gode Napol eon.

The basis and the rationd e of the lawas expl a ned by
the conmission are as fol | ons:

Those offences, which are common between pub-
lic servants and other members of the community, we
leave to the general provisions of the Code. If a public
servant embezzles public money, we leave him to or-
dinary law of criminal breach of trust. If he falsely pre-
tends to have disbursed money for the public, and by
this deception induces the Government to allow it in
his accounts, we leave him to the ordinary law of cheat-
ing. If he produces forged vouchers to back this state-
ment, we leave him to the ordinary law of forgery. We
see no reason for punishing these offences more se-
verely when the Government suffers by them than
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when private people suffer. A Government indeed,
which does not consider the sufferings of private in-
dividuals as its own, is not only selfish but short
sighted in its selfishness. The revenue is drawn from
the wealth of individuals, and every act of dishonest
spoliation, which tends to render individuals insecure
in the enjoyment of their wealth, is really an injury to
the revenue. On every account, therefore, we think it
desirable that the property of the state should, in gen-
eral, be protected by exactly the same laws which are
considered as sufficient for the protection of the prop-
erty of the subject.

COPING WITH BRIBERY AND CORRUPTION

The Second Vérld Vdr necessitated | arge-scal e spendi ng
by Gvernnent, coupl ed wth shortages of all sorts, increas-
ing thereby regul atory and |i censi ng povers of the bureau
cracy. The surfeit of power, noney, and energency intro-
duced financia indiscipline, and the existing |aws soon
proved i nadequate. Thus, in 1943, the Soecial Rilice Estab
l'ishnent (Vér Departnent) Qdi nance was enacted to deal
specificdly wth such offerses. For years later, the Re
vention of Qxruption Act 1947 was enacted in order to fight
nore efficiently bribery and corruption of pdic officids,
whose powers had been considerably increased by war
conditions. Accordingly, the newlawincreased the pun
i shnent to seven years and rai sed statutory presunpti ons
against pudic officias accused of the offenses. In 1958, an
anendnent to the Penal (ode (the Gimnal Law Avend-
nent Act of 1958) provided for the establishnent of
Secid Qurts far the triad o the offenses of bribery ad
corruption.
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COPING WITH POLITICAL CORRUPTION

The followng lans were franed to deal wth political
corrupti on:

* Rbic Oficers Dsqualification Qder 1959;
Hective Bodies Dsqualification Gder 1959;

Hl ders of Representative Gfice (Punishnent for
M sconduct) Qder 1977;

Parlianent and Rovincial Assentlies (Dsqualifi-
cation for Mniership) Qder 1977,

Eht asab @ di nance 1996; and

Ehtasab O di nance 1997.

COMBATING CORRUPTION IN THE ERA OF GLOBALIZATION

Gobalization and i nfornati on technol ogy have brought the
countries of the world close together as never before. m
nendabl e efforts are being nade in evol ving, adopting,
achieving, and enforcing uniformnni numstandards in
the fields of hunan rights, poverty aleviation, and good
governmance. Regretfuly, inthe natter of pditicd, private
and public corruption, nuch has yet to be done.

Paki stan’ s substantive | aws agai nst corruption are of -
ten deficient indealing wth serious fraud cases and com
nercia crines wth tentacl es outsi de Raki stan. In addition,
atraned qeified ad professiod force for satisfacto
rilyinvestigating corrugtioncrinesis|lacking R osecution
and tria of such cases is qute dften sdective ad hi ased.
My cl ogs hi nder the free gperation of anticorruption | ans,
such as sanctions fromauthorities and wthdraval of pend-
i ng cases fromcourt. Lacki ng are good gover nance requi re-
nents such as freedomof infornation, transparent admn-
istrative procedures, internal grievance redressa systens,
liddlity o dficarsfa tat actios, invdvenart o civil so
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cdetyingovernace a the gass-roos levd, adfredy aval -
abl e annual perfornance reports.

@od gover nance shoul d be effectively established in
the devel oping countries of the Asia-Pacific regon. The
norng of fair conmercia dealings should be universally
adopted and i npl enented as well. No protection shoul d
be provided to ill-gotten wea th vherever |ocated or de
posited. There is arequisite for internationa cooperation
intracking the crimnal s and handi ng themover to the ap-
propriate authorities. Denial o d scontinuance of tax-de-
ductibility of bribes wou d aso be a step forvard.



Korea’s Strategies
to Fight Corruption

HONG JAE IM

Since the 1980s, various Korean admnistrations have
triedtoeradicate corruption by i ntroduci ng and setting
up franeworks such as the Rublic Servants’ Hhics Law
the Act on Dsclosure of Infornation by Rublic Agencies,
and the Act on Real -nane H nancial Transacti ons and R o-
tectionof Gnfidertiaity. Hwvever, their efforts have been
largdy linted to ex post facto neasures such as the detec-
tion and puni shnent of corrupt pudic officids. Inparticu
lar, alack of preventative neasures and insufficient pditi-
cd wll have contributed to the falure of previous effarts
to conat corruption.

Qnh the other hand, the nunber of crimnal cases in
val ving corrupt public officia s has i ncreased consi derabl y
during the 1990s as successive admnistrations have en
forced stricter counterneasures agai nst public corruption.
Rubl i c surveys showthat nore than 90 percent of respon
dents believe that corruptionin Korean soci ety i s unaccept -
adly high

The causes of corruption are mitiple. Wth respect to
adnmni strative and institutional causes, unnecessary regu-
lations and conplicated admnistrative procedures are
anongst those cited along wth the lowsa aries of pudic
officias. Sciad adcutura factors such as an enphasi s on
regional and academhc connections, sectarianism and pa-
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ternalismfurther explain the preval ence of corruption
t hroughout soci ety.

The Republ i c of Korea ranks 43rd anong 85 countri es
inthe Transparency Internati onal 1998 Gorruption Fercep-
tios Index. Thisrenfarces theviewthat corugtionis still
ubi quitous and renains one of the nost insid ous social
probl ens. Mreover, corruption has been cited as a naj or
contributing factor to the Korean economc crisis of late
1997.

Qxrruption has hi ndered conpetition and denoral i zed
the popul ace. Therefore, eradicating corruption is essen
tid toouwr effortstoredize broad popd a suppart. Inrec-
ognition of this, President KimDae-jung has taken various
intiaives tofigt corytion since taking office in Feru
ary 1998. Thousands of public officias have been arrested
and puni shed. Mreover, to contbat corruption on a sus-
tainable basis, the Rine Mnister’s Gfice drew up com
prehensi ve and systenatic anticorruption prograns at the
instruction of the President. The prograns, whi ch were for-
nal | y approved and announced in August, focus nainly
on the prevention of corruption rather than the puni shnent
o offenders.

STRATEGIES

The strategies outlined inthe Governnent’ s anti corruption
programare w de-rangi ng.

Thefirst relates to the estadlishnent of an anti corrup-
tion infrastructure. A 15 nener Special Gonmissi on on
Aticorruption, consistingof |lawers, professors, represen
tatives of business, ad civic ad relig ous argan zati ans,
was instituted as an advisory body for the Rresident in
August 1998 and wll eval uate the i npl enentati on of Gov-
ernnent-initiated anticorruption palicies and prograns, as
vel | as support anticorruption efforts of donestic and in
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ternati onal nongover nnent organi zati ons (N33). Fol | ow
ing the inauguration of the Anticorrupti on Gnmission, a
Special Anticorruption Investigation Headquarters was set
up wthinthe Quprene Rublic Prosecutor’s Gfice. Through
it, the prosecution wll step up its crackdom on corrup-
tion anong busi nessnen, ranking governnent officials,
pditicians, ad |locd |ead ng figures.

In addition, the Basic Lawon the Frevention of Q-
ruption providing rules, reguations, and organi zati onal
charters for inplenenting anticorruption neasures wi |
asobedamnuasalegd basis for aticorustionefforts.
The neasures wll include the establishnent of a specia
conmassi on on anti corruption, codes of conduct for Gov-
ernnent officials, and support for whistle bl overs.

The second concerns the pronotion of administrative
reforns in corruption-prone areas such as housing, con
struction, tax admnistration, police work, environnental
nanagenent, and the food and sanitation sectors. The re-
forns wll focus prinarily on (i) inplenenting deregul a
tion, (ii) establishing the Qline Rrocedures Enhancenent
for Gvil Applications (OHN system (iii) reducing per-
sonal contacts between Gover nnent workers and civil i ans,
and (iv) increasing overa |l accountability.

The third addresses the need to foster pudlic avare
ness of the harniul consequences of corruption. A nass
nedia anticorruption awareness canpaign wll be orga-
ni zed, whil e issues surrounding corruption and bribery wil
be incorporated into el enentary- and secondary-school
curicuduns. Thereareasopans tohost internati onal cont
ferences on anticorruption.

The fourth inva ves the expansion of civic participa
tioninthe anticorruption novenent. To this end, citizens
associations and civic groups Wil be encouraged to par-
ticipate in the activities of governnental coomttees and
conm Ssi ons.
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GOALS

Through the inplenentation of the policies, the Gvern
nent wants to achieve (i) an upright and corrupti on-free
bureaucracy, (ii) transparent and reliabl e governnent, and
(iii) ajust ad far society. The Gvernnent’s anti corrup-
tioneffatswll bepursuedinstages. Inthefirst stage (199
2000), the Gwvernnent wll establishinfrastructure for cor-
ruption prevertion, legislating the Basic Lawon the Re
vention of Gxruption, and creating the Soecial CGonmis-
si on on Antticorruption.

In the secod stage (2001-2003), it wll cosdidate its
anticorruption enforcenent system and enhance public
avareness of the harnfiul effects of corruption. Inthethird
stage (from2004 on), it wll concentrate on anticorruption
efatsintheprivate sectar. By the end of the second stage,
we expect Korea's 43rd ranking in the Qrrupti on Rercep-
tion Index to inprove to around 20th as corruption sub-
statidly decreases.

The prograns are conprehensive. It is therefore cru
cia that they be inpl enented word for word. The current
poiticd leadershipis higly credbe inits nove to lead
and i npl enent anticorruptioninitiatives. Hwever, in or-
O for its efforts to succeed, civil-sociey particiption is
indispensable. Inthis regard, the Aticorrupti on Network
in Korea, organized in August 1998, constitutes a wel cone
devel opnent in Korea' s endeavors to conbat corruption.
The network is expected to nonitor the i npl enentati on of
the Governnent’s anticorruption prograns, the
Qgani sation for Economc - operation and Devel opnent
(ED anti-bribery convention, and rel ated nationa |eg
islaion A thesanetine international organizations' ini-
tiatives regarding corruption and bribery—particul arly
those of (EDw Il a so nake positive contributions to
Koreans' efforts to confiat corrupt practices.
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KOREA'S INVOLVEMENT IN THE OECD CONVENTION
The D Gnventi on

Korea first participated in the G&ED Wrki ng G oup
on Bibery in International Business Transactions in Juy
199 in the capacity of a technica team Athough nat an
(KD nenber at the tine, Korea strongly requested that
it be dloned to participate in order to becone better in
forned about EDinitiatives ad activitiesinthefidd of
bri bery.

Ater its accession to (KD in Decener 1996, Korea
was formal ly invited to attend the GECD Vrki ng G oup
on Bibery. It asoparticipatedinand endorsed the Revi sed
Reconmendati on at the Gouncil Meeting in My 1997. The
counci | deci ded t o convene a negoti ati ng conf erence on the
CE®D convention. Three such conf erences were hel d from
July to Noventer 1997, wth (ED nenbers agreeing to
the draft convention as well as the rel ated conmentary. An
active participant inthe negotiations, Korea signed the con
vention on 17 Decener 1997 and enacted a national inpl e-
nenting | awon 28 Decentoer 1998. It alsoratified the con
vertion and deposited its instrunent of ratification wth
the secretary-general of (D on 4 January 1999. The
(ED convention and Korea' s i npl enenting | aw ent ered
into effect on 15 February 1990,

Myjor Henents of Ko ea's Inpl enenting Law

In order to inplemnent the GED convention, Korea
passed The Act on Rreventing Bribery of Foreign Rublic
Oficiasininternationa Business Transacti ons (FBPA). The
lawcrinmnaizes the bribery of a foreign pldic dficid in
internati onal business transactions. Qher laws, includ ng
the Gimnal de and the External Audit Law contain
provisions rel evant to other obligations under the (KD



242  COMBATING CORRUPTION IN ASIAN AND PACIFIC ECONOMIES

convention. The na or el enents of Korea s inpl enenting
laware as fdl ovs.

Offenders

According to Aticle 2 of FBPA aforeign pudlic offi-
ciad neans any person hoding a legislative, admnistra
tive, or judcid dfice wether aopointed or eected The
defintion adsoincludes an official wo exercises a pdic
fuction, includng any activity inthe piblic interest, such
as the perfornance of atask in connection wth public pro-
curenent. A official of apudlic enterprise shall be deened
to performa public function unl ess the enterpri se operates
on a normal conmercial basis. An executive or enpl oyee
of any enterprise of wiich aforei gn governnent hol ds over
50 percent of the subscribed capitd o inwichafoegn
gover nnent exerci ses substantial controlling power over
its overa | nanagenent shall be includedin the definition

The forel gn-bribery offense was drafted i n accor dance
wth the | anguage of the convention as well as wth provi -
sions inthe Gimnal Gxde on bribery of donestic public
oficias (wichareinerpreted broady and flexibly by the
courts). The convention has the sane | egal effect as dones-
ticlegslationthroughratification Therefore, the | anguage
of FBPAfully neets the requirenents of Aticle 1 of the
convent i on.

Criminal Responsibility of Persons Giving Bribes

Ay person, promsing, giving, o offering bribes to a
foreign public official in order to obtaininproper advan
tage in the conduct of internationa business transacti ons,
shal | be subject to sanctions conparabl e to those i nposed
on persons found bribing donestic public officias. They
entail a naxinumof five years’ inprisonnent or a fine of
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up to VEO nllion. Mreover, inthe event that the profit
obtai ned through the offense exceeds a total of VIO nil -
lion, the person shall be subect to a naxi nnmof five years'
inprisonnent or a fine of up to twce the anount of the
profit. Sall pecunary or ather advatagestofacilitate the
legtinate perfornance of the officia’s business shall nat
be sugect to crimna responsibility, but wll be narrony
inerpreted so as to avo d abuse.

Responsibility of Legal Persons

Aticle 4 of FBPAestadishes the crinmna responsibil -
ityd alegd pasonfo the bribery of afaegnpldic offi-
cid. Inthe evert that areresentative, agent, enpl oyee, o
other individual working for alegal person has conmtted
briberyinrdaiontobusiness, it sl besugect toafired
utoV bllioninadditiontothe inposition of sanctions
against the cuprit. Inthe event that the profit odota ned
through the of fense exceeds atatal of VBOO nallion, it shal
be suject toafined utotwcethe anout of the profit.
If the legal person has paid due attention or exercised
proper supervisionto prevert the offense against the act, it
shdl | nat be su ect tothe above sactions. It shou d be noted
thet the article vas especid |y drafted so as to negt the re-
qui renents of the convention. An equival ent provi si on does
not exist inrdaiontothe dfense of donestic bribery.

Confiscation

If the offender isinpossessiondf thebribegveninthe
conmssion of an offense, or the bribe is knowngy ob-
tai ned by a person ather than the offender, after the offense
has been coomtted, the bribe shall be confi scat ed.
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Jurisdiction

The Korean Gimnal de (Aticle 2) establishes ju
risdiction over any offense that has been conmtted in
Korean territory. Thus, Korea has jurisdiction over any part
of anact constituting an offense under FEBPArelated to brib-
ingafaegnpdic oficd. Ude Aticle 3d the Ginn-
nal de, Korea has jurisd ction to prosecute its national' s
for offenses coomtted abroad, including the bribery of a
fodghpdic dficd.

Mutual Legal Assistance

Korea provi des mutual | egal assi stance to other coun
triesinaccordance wth bilatera treaties o wththe Inter-
national Mitua Legad Assistance incrinmna natters. It aso
provides nutual |egal assistance to those countries wth
wichit has norel evant treaties or arrangenents, provided
that reciprocity is guaranteed.

Extradition

Korea extradites crimnal of fenders in accordance wth
blaerd exradtiontreaties o pursuant toits Extradtion
Act. Uder bilaterd treaties or the Edrad tion Act, an ex-
traditable offense is one that is punishabl e under Korean
lawand that of the requesting country by the deprivation
of liberty for a period of a least one year, o by a nre
severe pena ty. The bribery offense, providing for a naxi-
numtermof inprisonnent of five years under FBPA is
anexdradtade offese Aticle4 o the Extradtion At d -
lows extradition to a country wth which Korea has not
cocluded abilatera extraditiontreaty, provided that reci-
procity i s guaranteed by the requesting country. The (KD
convertion cannat berelied upon as alegad basis for extra
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dition. Decisions concerning whether or not to extradite
Korean national s are discretionary.

Tax Deductibility

According to paragraph 2 of Aticle 19 of the Qxpo
rae Tax Law expenses or losses that are related to busi-
ness and commonl y recogni zed as ordi nary and nornal are
deducti bl e. The I ncone Tax Law has simil ar provi sions on
deduct i bl e expenses for individual taxpayers.

However, Korea does not allow tax deductions for
bribes padto foreigh pldic officids, as they are not con
Sidered to constitute expenses that incur in ordinary ad
nornal busi ness transacti ons.

Money Laundering

Aticle 7 of the convertion requires that were a party
hes bribed a donestic public officia, a predicate offense
for the application of noney-laundering legislation, the
sane terns nust apply to bribery of aforeign pudic offi-
cid, regoedess of where the bribery occurred. In Korea,
bribery of a donestic public officid is ndt apredcae of -
fense for the purpose of the application of noney- I aunder -
ing legislation. Hwever, the Gwvernnent is considering a
bill that nakes donestic bribery a predicate offense inre
lation to noney-1aundering | egislation.

Bval uation of Inplenenting Legslaion

The GECD Wrki ng Goup on Bribery in International
Busi ness Transactions, wth Gernany and Italy as |ead
examners, examned Korea' s inplenenting legislation at
its neeting on 7-9 Juy 1990. Ater mitua evaluation, the
wor ki ng group concl uded that FBPA general |y conforns
to the requirenents of the convention. The group al so
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noted that Korea was the latest country tojon (D but
vas one of thefirst coutriesto pass | egslationinpl enent-
i ng the GED conventi on. However, several issues, includ
ing snal | paynents, bribery of athird party, confiscation,
and j urisdiction over a non-Korean bribing a forei gn pub-
lic official for a Korean conpany were identified for
daificaim

The Fhase-11 eva uation expected to start at end-2000
wll cover thegoicationd redevat laws axdruesinprac-
tice, adits consequences inthe business sectar. Inthe pro-
cess, on-site examnations wll be conducted by the secre-
tariat tootaininfornation on the practice of enforcenent
and prosecution policies through direct discussion wth
nagi strates and police invol ved in the i npl enentati on of
the laws. Through the on-site procedure, Korea's inpl e
nentation and enforcenent procedures wll be closely
noni tored and eval uat ed.

Wy Ko ea RPar ticipates in KD Ati-briber y Bfa ts

Korea participates in the GED convention for three
reesas. Frst, t he endorsenent of the convention wll serve
to exert pressure on a donestic level by crininalizing brib-
ery. Gven the prevalence of corrupt practices in Korean
society, it iscrucid for Korea to narshal naxi nimexter-
nal pressureto clean up bath public and private sector busi -
ness transacti ons. The conventi on can thus be seen not onl'y
to dovetail wth the Gvernnent’s efforts to conbat cor-
ruption but a soto prevent foreign nati onal s fromattenpt -
ing to bribe Korean officia s and corporate personnd .

Second, i n a world econony characteri zed by i ncreas-
ing goddization it is inperative that Korean enterprises
and dfficids fdlowinernationd |y accepted rues of the
gane. Gven the economc wei ght of CED (in 1995 (ED
countries accounted for 61 percent of world GP and 67
percent of wrldtrade), it is not reasonad e to believe that
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Korea can stand outside of internationa best practices. By
sharing (KD s fundanental val ues, Korea wll not only
fufill its odligations as an KD nenter, but al so further
elevate Korea s credibility inthe international conmonity.

Thrd foreign drect investnent (F2), wichis cru
cia for Korea s economc recovery, wll be nore forthcom
ing once these standards are accepted and wdely inpl e
nented. Korea's recently liberalized investnent regne
narks an inportant stepinluringinvestors, but nowneeds
to be conpl enented by the eradi cation of corruptionif FO
is to cotinue to flowinto Korea on a sustainadl e besis.
Wen naki ng an invest nent deci sion, investors consider
nunerous variables, including the size and dynamic na-
ture of the narket, geographical proximty, the quality of
the infrastructure and workforce, |abor and envi ronnen-
tal standards, as well as the extent to which the host coun
try investnent regine has beenliberalized. Inaddition, in
vestors examne wether or nat the host country is close to
its own country in econonic and pditica ties, interdepen
dence, tradition of good faith, and respect for internationd
conmtnent. These factors explain wiy the ng ority of in
vestnents (83 percent of al outflows and 68 percent of dl
inflows) take place anong (ED nenters. It bears em
phesizing, therefore, that to attract HO on a predictadle
and continuous basi s, we shoul d neet the conditions enu-
nerat ed above, includi ng efficient narket function and dis-
nant|ing of unnecessary iInvestnent regul atory neasur es.
The el imnation of corruption and bribery should be part
of these efforts and thus receive high priority. These steps
wll besendaclear sigd tofare gninvestors to have conr
fidence i n the Korean econony.

CONCLUSION

Korea fuly realizes that being a sigatay to an ati-brib
ery convention or passing anticorruption legislation does
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not autonatically lead to the eradication of corrupt prac-
tices. Lans and regu ations are a necessary first step, but
nust be supported by resol ute paitical wll. Accordingy,
strogpditicd leadershipiscrucid, axdwthou it the best
of intentions cone to nothing as we have repeated y expe-
rienced in Korea's past. Qur current Governnent, hovever,
is dfferent. Pesident KmDae-jung has taken a strong
stance agai nst corruption and bribery. Hs coomtnent to
eradicating bribery has been further enhanced by the re-
cent fornation of a Rresidential Anticorruption Conms-
sion as vell as of a Seciad Aticorruption Investigation
Headguarters. The President believes that wthout a firm
resolve to root out corruption and bribery, Korea wll be
unabl e to fully realize good governance and its consi der-
abl e econonic potential .

Inaddtiontostrong paitica |eadership, the presence
of highly notivated and wel | - organi zed ci vi |l -soci ety groups
is asoof great inportance. Korea is curently wtnessing
the burgeoning of such groups, naking these tines par-
ticuarly conducive to fighting corruption. For exanpl e,
Transparency International, which recently established a
contact point in Seoul, and | ocal nongover nnent or gani za-
tions such as the Atticorruption Network in Korea, wil
serve as effective nonitors and provide critical nonentum
to effarts to erad cate carugtion Indeed, if dl three sec-
tas of society (private, pudic, ad civil) work together,
corruptionin Korea can be substantial |y reduced rel ati vely
qui ckl'y, and shoul d continue to decline.



Anticorruption Initiatives
of the United States
Agency for International
Development

ED ANDERSON

nunber of factors explain newinterest in the corrup-

tionissue. Sncethe end of the @ d Ver, donor govern-
nents have placed | ess enphasis on ideol ogical grounds
for forei gn assi stance and nore on trade and devel opnent ,
both of which are undermined by corruption. A the sane
tine, busi nesses face i ntense conpetition as trade and capi -
tal narkets are gl obali zed, and have becone | ess wllingto
toerate the expense and risk associated wth corruption.
A the aother end of the trade process, highly corrupt coun
tries have found thensel ves | ess adle to attract invest nent
and to conpete in the global narket. Marnwvhile, as nore
countries nake the transition to denaocracy, citizens use
the vate and their civil liberties to confront corruption,
pronpting | eaders and oppaosition figures to coomt to an
anticorruption platform

Qwiously, the root causes of corruption are nany.
USAI D progranming recogni zes their diversity by taking
a broad perspective inits efforts to pronote greater trans-
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parency and accountabi lity. Its activities range fromwork
on economc reform such as reducing the opportunities
for corrupt behavior; to work on denocracy buil ding, such
as strengthening civil society, the nass nedia, axdtherde
of law to work on good gover nance. Vérk on good gover -
nance includes (i) supporting activities to inprove the cli-
nate for investnent in Asia by reducing corruption and
renaving regu atory barriers, (ii) strengthening ties be
tween Asia and internati onal busi ness organi zations, and
(ifi) pronoting trade between Asian countries and the
Lhited Sates (L.

Qurruption occurs when there is an opportunity to
engage init, and it flourishes wen the potentia revards
are considered worth the risk of discovery and puni shnent .
The US advocates the use of effective nechanisns to re-
duce corruptioninAsia hthe supply side, it encourages
naj or industrialized countries tostop bribing forei gn pub-
lic officds ininternationa business trasactios. O the
denand si de, through miltilateral organizations and wth
support fromnongover nnent organi zati ons (N33) such
as Transparency International, it seeks to increase know -
edge about the effects of corruption. Asians thensel ves are
at the forefront of the novenent to inprove gover nance,
i ncrease transparency and accountabi lity, and fight corrup
tion. LBADstrongly supports their efforts, both through
its overseas prograns and through coordination wth the
international donor conmunity.

UBAl D has devel oped an approach that is i ncorporated
into nany of its anticorruption assistance prograns. Like
any approach to such a conpl ex and sensitive problem it
can serve only as agude. Utinatey, success ad falure
rest wth broad influences thet |ie outside the range of as-
sistance that a donor organization can provide. WA D
nmssi ons devel op strategi ¢ responses to public corruption.
As afirst step, incdose cogpperation wthlocd civil-society
organi zations, the private sector, and the governnent, it
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atenpts to identify causes of corruption and sets out a
range of institutional and societal reforns to address them

The franework then introduces a nethodol ogy for
selecting a neasure, Wich first cals far an assessnent of
the opportunities for reformin a given country. Responses
tothe casses of corugtion entail instituiond refans to
(i) linmt athority, (ii) ingrove accoutadility, ad (iii) re-
aignincentives, aswel as reforns to change attitudes and
nobi lize the pditica wll for sustained anticorruption ef -
forts. Velys to limt authority include (i) assisting in the
privatization of Sate-owed enterprises, (ii) liberdizingthe
econony by reduci ng tariffs and price contrd's, (iii) adopt-
i ng conpetitive procurenent procedures, and (iv) introduc-
ing conpetition in public services. Masures to inprove
accountabi | ity focus on greater transparency and sancti ons.

Hfots toraise pidic anareness of the causes of cor-
rugtionandtonaobilizethe pditica wll for reformincl ude
surveys, public rel ations canpai gns, support for the train
ing of investigative journalists, workshops, and interna
tiona pressure. Astrategy to fight corruption need nat or
canat cotain each of these institutiond and societd re-
forns. Rther, astrategy needs tofit the particu ar circun
stances of a country, taking into account the nature of cor-
ruption as well as the gpportunities and the constraints for
addressing it. Designing a strategy therefore requires an
assessnent of the level, forns, and causes of corruption
for the country as a wad e and for specific governnent in
stituwias. Inparticdar, straegy foml aionrequires ahard
look a thepditicad wll ingoverment andincivil society
for anticorruption reform It entails apprai sing the oppor-
tunities for reform whi ch can derive froma change i n gov-
ernnent, an outraged public, scandals, an opposition nove-
nent, econonic crisis, o externd pressure. Then, it is es
setia to take careful stock of patentia supporters ad
opponents wthin the ruling parties, the opposition, and
thejudday.



252 COMBATING CORRUPTION IN ASIAN AND PACIFIC ECONOMIES

The assessnent nust consi der each party' s interest and
notivations and how these might play into an effective
aticorugionstrategy. Inaddtiontoinstitutiona reforns,
effartstofigt corruationinclude societd refarns to change
attitudes tovard fornal political processes and to nobi-
lizepditicd wll for change. Scietad refarns generate new
infornation about the causes of corruption to stinulate
denand for change and to provi de gui dance on what m ght
be changed. Sxcieta refarns adsofoster structwres tofacili-
tate nonitoring and advocacy by civil society. If civil soci-
eyisna nobilized it isnuchlesslikey that goverments
wll followthrough on anticorruption reforns once they
encounter strong negative sentinent, e ther fromthose who
stand to lose directly or fromaverage citizens wo nust
endure pai nful economc restructuring replete wth job
| osses and hi gher prices.

Gvil sooiety, were it is free to organize ad to act,
can becone a vital partner in devel oping and strengt hen-
ing ethica practicesinthe pidic sector. Wiile a growng
nuner of civic advocacy organi zations have energed to
figt corystion, arange of ather civil-society organ zati ons
can contribute to the cause wthout bel ng organi zed spe-
cifically for that purpose. Mst promnent!y, business and
prof essi onal associ ati ons can be advocates for ref ormand
chanpi ons of professional standards and sel f-regul ation.
The UBAID Anti corrupti on Rrogramin the Philippines, for
exanpl e, has identified public procurenent as a conmonl y
cited source of corruption. The mission and its Flipino
partners recently conpl eted a conprehensi ve study of the
publ i ¢ procurenent systemin the Fhilippines, outlining a
series of reconmendations for procurenent reformthat are
in accordance wth (ED standards and that woul d sweep
anay conflicting legislation. The reconmendati ons have
been presented to the Glbinet for consideration, inthe hope
that they wll assist in cresting an inforned nationa de
bete onthetopic, wichwll eventua ly leadtored reform
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" the denand side, WSAI D has begun working w th
partner organi zations such as the Asia Foundation, the
Fhilippine Ganter for Investigative Journalism and the
Mkati Businessnen's Gub to research various facets of
coruption in the Fhilippines. @alitions of |ike-ninded
organi zations can use the find ngs to raise the issues ad
to discuss themfroman inforned anal ytical perspective
andnot onasinply rhetoricad o enationa |evel.

W have learned that |lawenforcenent by itself is not
an effective anticorruption strategy. V& have a so | earned
that pditicd wll iscriticd axd needs tobe bd stered Mi-
tilatera convertions and pditica leverage through bil at-
ed rdaioscanhdptostreghenpditicd wll. A ade
vel opnent agency, WBAID has a njor interest in seeing
that bribery does not becone comrmonpl ace. Bvents in re-
cent years have denonstrated the inportance of denoc-
racy and openness in governnent to | ong-termeconomc
devel opnent. They give average citizens vital tods for
uncovering and stanpi ng out corruption and for naki ng
sure that econonmic gains are wdely shared rather than si-
phoned of f by afew It is clear thenthat the chal | enges that
lie ahead are nany, but it iseqaly clear that wth cotin
ued and concerted efforts, the gl oba fight against corrup
tion can be won. Not in days or in nonths, but over an
extended period of tine, provided that those wth the wil
and the foresight to place the greater good above persond
inerest are g ven the support that they need.



Anticorruption Initiatives
of the International
Monetary Fund

ANTON OP DE BEKE

he International Mnetary Fund (IMP) is active in nany

coutries were corruptionis aserious issue. It does nat
have a specific anticorruption pdicy, but addresses corrup-
tion in a broader context by pronoting good gover nance,
focusing on (i) transparency of governnent accourts, (ii)
ef fectiveness of public resource nanagenent, and (iii) sta
bility and transparency of the economnc and the regul atory
enviroment for private sectar activity. Mich of its effort
creates systens and institutions that mninnze the scope
for corruption and therefore conpl enents the initiatives
o other instituions that address corruption drectly.

In 1996, IMFfirst received a fornal nandate fromits
poitica |eaders to concernitsef wth good governance in
dl its aspects, indudmng (i) esuing the rde o law (ii)
inproving the efficiency and accountability of the public
sector, (iii) and tackling corruption. The I MF staff subse
quent|y devel oped a Gui dance Note on Governance (see
ww infi.org). The internal discussion about the gui dance
note was a lively one, in which concerns were expressed
that | MF should not extend its conditionality into the
poitica sphere and should not interfere wth national
sovere gnty.
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The Qi dance Note pl aces boundaries around the in-
vol venent of |MF staff in issues of governance. Hrst, it
nakes clear that the responsibility for governance issues
lies, first ad forenast, wth the netiod authorities. Sec-
ond, it limts IMFs concerns to the economc aspects of
governance suich as (i) imstituiona refans o the trea
sury; (i) budget preparati on and goproval procedures; (iii)
tax admni stration, accounting, and audit nechani sns; (iv)
centrd -bark goerati ons; ad (v) the officid statistics fuc-
tion. It aso encourages IMFto pronote reforns of narket
nechani sng that limt the scope for rent-seeking, for ex-
anple, inthe exchange, trade, and price systens; and as-
pects of the financid system Third, it cakions that |MF
should not be influenced inits judgenent by the nature of
acoutrys pditicd regne and shoud nat interfereinits
donestic or foreign paicies. Fourth, IMF nay not act on
behal f of one nenber country in influencing another
coutry spditicd aietaiono beaviar. Frdly, the Gid
ance Note states that poor governance should be of con-
cento IMFoly wen it has asignficat, curet, o po
tential inpact on nacroeconomc perfornance in the short
and nediumtermand on the governnent’s credibility in
pur sui g econonc pol i ci es.

Despite these limts, the Guidance Note nonet hel ess
gives IMF a broad nandate to continue pronoting good
governance through its paicy advice (its so-caled surve |l -
| ance activities), technicd assistance, and programcond -
tionaity. The recent Asian crisis brought the issue of gov-
ernance totheforeina powerfu way, and I MF, in coopera
tion wth nany other organi zations, started toinprove the
architecture of theinternationd financiad systemto ensure
anore efficient gperation of narkets, especidly the g ooal
financial narkets, and to nake theml ess susceptible to cri-
ses. The effort is on-going, and incl udes a strong enphasi s
on the need for transparency. | MF has contributed to the
effort by drafting codes of conduct and standards in three
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areas. The first is data dissemnation. V& have seen how
poor data di ssemnation practices contributed to crises in
Mxi co and Thailand. The second is fiscal transparency,
invol ving budget preparation, execution, and reporting,
i ncludi ng i ndependent assurances of the integrity of the
infornation provided by finance mnistries. The third is
transparency in nonetary and financia policies, covering
nonet ary and exchange rate pol i ci es, reserves nanagenent,
and financia sector restructuring.

Wth the increasing nunber of codes and standards
for economc and financia pdicies, by internationa finan
cia institutions as wel | as standard-setting organi zati ons—
for instance for accounting and audi ti ng—an i nportant is-
sue has arisen: howto nonitor conpliance. The IMF In-
terimQnmmttee and ot her bodi es have suggested that | MF
takeonanactiverdeinthsaeainthe cotext o its regr
lar surveillance since it has anost universa country cov-
erage. |MF has therefore started to experinent wth so-
called “Reports on (oservance of Sandards and des,”
whi ch describe in sone detail how countries conply wth
various codes. These can be found on the IMF web site
under “Sandards and (bdes.”

Thanks to the I MF web site, the anount of inforna
tion on I MF operations now inthe public donainis enor-
nous. Rubdlication of nost country-specific infornationstill
requires the agreenent of the country in question, but our
nenfber countries generally allowit. Thus, summaries of
the BExecuti ve Board di scussi on on nost countries’ economc
policies are nowposted on our web site. Aso availad e for
an i ncreasi ng nuner of countries are letters of intent and
policy framework papers acconpanying | M prograns,
and staff reports. The web site al so contains a nunter of
internal and external eval uations of various aspects of | MF
operati ons.

In the last couple of years, IMF has had n&jor pro-
grans wth the Repudl i c of Korea, |ndonesia, and Thai | and,
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i n whi ch gover nance featured promnently. They are based
on the premse that the weaknesses in the countries’ finan
cia and corporate sectors were due partly to deficiencies
that undermne governance and narket discipline. Mst
notabl e were (i) the lack of well-defined and transparent
accounting and regulatory standards; (ii) inadequate dis-
closure requirenents; and (iii) conpl ex ties anong gover n-
nent, financia institutions, and corporati ons. The prograns
thus ained for reforng such as (i) disnantling Sate-spor+
sored nonopal i es and cartd's, (ii) privatizing Sate enter-
prises, (iii) strengthening conpetition lans, and (iv) im
proving corporate disclosure requirenents. The range of
reforns bel ng pursued i s probably the broadest in | ndone-
sia In Korea, poicy focuses on strengthening sharehd d-
es rignts, einmnating Gvernnent interference wth bank-
ruptcy, and enhanci ng transparency in busi ness practi ces.
In Thai land, the enphasis is on privatization.

Qrruptionistreatedinthe Gi dance Note as a subset
of poor governance. The note permits | MF to suspend or
delay its support to prograns on account of incidents of
corugtionif thereisreasontobeievetha they cou d have
significant nacroeconomc inplications, o if they put in
doubt the purpose of the use of I MF resources. |If corrup-
tionincidents seriously erode donor support to a country,
then an | M~supported economc programnay no | onger
enjoy sufficient financing and | MF nay be forced to wth
drawits support. Bren if it wthdraws financia support,
however, | MF would continue to advise the country au-
thorities on the needed corrective pdicies and be prepared
togvetechmcd assistance

Mst of the corruption that | MF cones across inits
operations is not najor, but snall-scal e, endemnc, and per-
sistent. As noted, we address it by pronoti ng transparency
and pushing for renoval of unnecessary regul ati ons and
opportunities for rent-seeking in the context of prograns
and through technical assistance. A good exanple is our
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work inthe area of tax poicy and tax admnistration. | MF
general |y recoomends a mininal nunber of tax rates be-
case the fever there are, the less need there is for inter-
pretation, face-to-face contact between taxpayers and offi-
cids, addscretioningenera. Aso, | MFgenerdly encour-
ages lowrates because they stimiate conpliance, and it
argues agai nst exenptions. If exenptions are necessary,
they should be put intolawand not |eft to sonebody’ s di s-
cretionary power. |IMF strongly recommends nini mizing
the nunber of non-tariff barriers to fore gn trade, neces-
sary gpprovals for foreign trade licenses, and so on. Rent
alty systens shoul d be designed to be effective. Qe par-
ticdar good practice we pronote is a one-step tax filing
process, wWere a taxpayer declares taxes and is done wth
it, mninzing docunentati on requirenents and i nconsi s-
tent interpretations by the tax adnmnistrati on

In cases where corruption was found to be nacro-
economcal |y significant, | MF suspended prograns. Sone
vel | -publ i ci zed cases are Kenya in 1994 and Gantoodi a i n
1996. Resunption of support is conditional on the govern
nent taki ng neasures to address the probl ens.

(ne probl emwe face in dealing wth corrupti on cases
isthat of identification V& are nat aninvestigative agency
and, inthe first instance, we nust use the nacroecononc
data we gather inthe course of nornal consutations. If a
najor incident of corruptionis suspected, ve Wil raiseit
wth the authorities and nay suggest that an i ndependent
audt be conductedinorder toadd cred bility totheinfor-
nation they provide. |ndependent audits have been quite
rare, but several of our nenter countries are urging us to
nake anore active use o them If thestaff isstill nt sais
fied, it nay ask third parties for infarnati on
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BERNARD FUNCK

oruption is not a newissue for the Vérld Bank. Ad

dressingit has dways been a the core of its procedures,
inpart to prevent suppliers frombribing their way into
World Bank-financed contracts. But over the last few
years, the Verld Bank has pl aced i ncreasi ng i nportance on
anticorruption work as corruption is a significant i nped -
nent to devel opnent. The new enphasi s is al so based on
the belief that the previ ous approach—hat of naxi mzing
theintegrity of Virld Bank staff and Viérl d Bank proj ect s—
was insufficient on its own to tackle the probl em
successfu | y.

Grruptionis aserious natter for the AsiaRacific re
gon Wileit isnatoriously dfficut toaccuratey neasure
corruption, several international surveys as well as the
Varid Bank's own experience suggest two things: (i) the
level of corruptionin sone East Asian countriesis particu
larly severe; and (ii) other Bast Asian coutries serve as
international nodel s for contati ng and reduci ng corrup-
tiona thenationd adinstituiod leve. The recent eco
nonmc crisis in East Asiahas focused the spatlight far nare
brightly on corruptioninthe region and created the paiti-
cal nonentumto contoat it in severa countries.

The conplexity of the problem the interlinkages be-
tveenitsvarious facets axdthemitiplicity of players highr
ligt thefact thet veseejust thetipd thelargeiceberg that
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is coruption. For this reason, the Viorld Bank recogni zes
the need for a nulti-pronged approach to contat corrup-
tion. Qrruption nanifestsitsef inways highy specific to
dfferent societies, dfferent sectas, ad dfferent systens
of governance. Secific strategi es and prograns nust there-
fore be devel oped on a count ry-by-country, sector-by-sec-
tor basis wthin the Vorld Bank's franework. Wthin this
franework, the Virld Bank wll address corruption at four
levd's. Thefirst levd is preventing corruptionin Vil d Bark
prg ects. The second i nva ves hel ping countries that request
assi stance fromthe Vérld Bank in curbing corruption at
the national systemnc level. The third invd ves integrating
anticorruption concerns in our country assistance strate-
gies. The fourth concerns supporting internati onal anticor-
rustion effarts.

Thefirst level invdves progressivey refini ng procure-
nent and | oan di sbursenent policies to ensure proper use
of Varld Bank resources. Further initiatives are on-going
to step up nonitoring and to pronote borrowers’ account -
ability. Inthe Fhilippines, for exanple, the Virld Bark i's
sponsaring trai ning and techni cal assi stance for i npl enent -
ing agencies on procurenent and financia nanagenent,
whi ch specifica ly includes ethics nodul es. It has recruited
aful financia nanagenent and procurenent staff, headed
by aninternational |y experienced senior staff nener, and
supported by a pool of external financia nanagenent con-
sultants. Mchanisns are in place to strengthen the detec-
tion of fraud and the enforcenent of rened es.

In Qtober 1998, the jurisdiction of the Virld Bark' s
internal oversight coomttee on fraud and corruption was
expanded to include the reviewof all alegations of fraud
and corruptionin Varld Bank-fi nanced projects. Ahotline
vas |aunched to provide a td | -free telephone link for the
public to report on possible fraud in Virl d Bank projects
anywhere inthe world. Inthe Fhilippines, the Vigrl d Bank
has started an infornation canpai gn. Its quarterly news-
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letter reaches about a thousand decision nakers in the
Fhi l'i ppi nes.

In Novenioer 1998, the Wirld Bank created the Sanc-
tions Gnmttee, which revievs the resuts of investiga
tions and reconmends to the bank’ s president contractors
wo are eighblefor bank-financed contracts. In FY1999, the
Sanctions Conmttee recommended the debarnent of
seven firng and two individuals, and posted the inforna
tioninthe Virld Bark's externd veb site. Internaly, the
Vérl d Bank has devel oped a know edge and awar eness
proganfor its staff.

The second level invdves hel ping countries that re
quest assistancetoded wthcoruptiona the nationd sys-
temc level. Wat is newabout thisis the enphasis on tar-
geting anticorruption head-on under an explicit nationa
strategy, such as in the Fhilippines and Indonesia. Mre
specific requests are for assi stance in devel opi ng a bi ddi ng
lawinthe Reople's Republic of Ching, for exanple, and in
putting in place an i ndependent Gormassi on Agai nst Qor -
ruption in Papua New Gui nea.

The third level involves integrating anticorruption
prograns explicitly in country assistance strateges and
prgects, asin Thaland, Indonesia, and the Fhilippines. The
Bureau of Qustons inthe Fhilippines, for exanple, is suc-
cessful in curbing corruption in custons transacti ons, and
the Virld Bark is proud to be part of that effort.

The final leve invdves supporting international ef-
forts. This is a newarea for the Virld Bank. The Vrld
Bank is strengthening its coordination wth other donors,
Qgani sation for Economc G-operation and Devel opnent ,
and N3X. The Anti-QGorruption Advi sory G oup advi ses
the bank’ s regional nanagenent on this natter. It is nade
up of emnent personalities, anong whomare nenters of
Transparency International and forner Fhilippine presi-
dent, Fdel Ranos.
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The Wor| d Bank espouses seven guiding principles in
its approach to corruption:

Qrruptionis avital devel opnent issue.
Grruptionis avita issue for the Virld Bank as a
donor .

Qrrugtion is ony the tip of the iceberg of larger
gover nance i ssues.

Qrruption can be sal ved.

W needtotalor our instrunents to the specifics of
the country situation.

V& nust work in partnership wth ot hers.

Ve nust treat the problemwth care and humlity,
knowng that the anticorruption effort wll require
nuch tine and that thereis no nagic wand that wi |
nake it di sappear.



Developing Effective
Approaches to Implement
Anticorruption Strategies:
A Summary of the
Breakout Discussions

THE PUBLIC SECTOR APPROACH

In determning wiat the public sector can do to transform
itsaticoruytionrhetaicinoaction it isinportat tofo
cs onfaur key aess. (i) levdsadetry pants; (ii) strae
ges;, (iii) buldngnewcapecities, ad (iv) pditicd wll ad
cod ition buldng.

Levels and Biry Rints

Action can take pace a three levds: (i) the natiod
Gover nnent (through anti corrupti on conmssi ons, for ex-
aple); (ii) agocies o mnistries; ad (iii) locd govern
nents. Nb clear consensus exi sts on the proper or univer-
sd etry pan. Oeviewis tha it is necessary to eter a
the topnost |evel in nost devel opi ng countries because t hey
aeimstituwiod |y centrdized ad thar pditicd cdtueis
| eadership focused. Aother viewis that entry shoul d be
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a the agency level, vhere the problemaof corruption can
be better broken dom into specific activities wth specific
sduios. Thethirdviewisthat coditios are best bult a
the loca governnent |evel.

A the agency and | ocal governnent |evel s, however,
swstangblityisapaetid pradem Inagecies, especidly,
anti corrupti on canpai gns tend to be dependent on a gi ven
agent, mnister, o agency head. But sone believe that it
does not really natter, and that anticorruption efforts
shoul d focus on wherever change i s beginning to occur. A
nunber of filters can hel p narrow down and sequence ac-
tions. Oe is the determnation of wat structures, |avs,
regulations, and institutions are nost inportant. Anot her
is the definition of the nai n probl ens—economc and po-
litica—+hat corruptionis creating in a coutry. The third
hes to do wth the existence of pditicd wll to conbet cor-
ruption and build support for an anticorruption process,
even if the institwionis nat the nost structurdly o eco-
nomcal Iy i nportant.

Srateges

An approach nay be educati onal and centered ar ound
changing val ues, or enpl oy institutional or technical so u
tions. pinions vary on vhich is the best approach. The
di scussi on brought up a nunber of points. Qeistha it is
inportant for countries and groups to share their experi-
ence, know edge, and i nfornation wth each other. Anct her
isthat vhile grand schenes areinte |l ectud |y sati sfying and
can help build a broad anticorruption codition, they are
conpl ex. Anarrower, sinpler focus and an agency and | o-
cal governnent approach are nore |ikely to succeed.

The basic e enents of a strategy are (i) enforcenent,
(i1) prevertion (iii) imstituion buldng ad (iv) pldic
awnareness. Sone bel i eve that enforcenent—and frying
sone “higfish’ inthe early stages of an anticorrupti on cam
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pai gn—+s the nost inportant. Qhers think that concen
tratingonthe other three e enents has | onger-termresul ts.

The di scussion rai sed an interesting questi on. \Were
does one begin bui | ding capacity, and does one focus on a
singl e anti corruption approach or have separat e appr oaches
for poiticd andadmnistrative or bureaucratic institui ons?
Qepont of viewbdievesit inportant totreat both pditi-
ca and admnistrative corruption as part and parcel of a
singe problemwth asingle set of soutions. Aather view
suggests that attacking paitica corruption runs certain
ri sks such as creating powerful politica enemes. Hwever,
sone believe that treating poitica corruption separatdy
woul d send the wong signal to the bureaucracy. It woul d
also extend the lead tine to sove pditica corruption and
| ose conmoni ty support, wichiscritica inthe early stages
of an anticorruption canpai gn.

Bui [ ding New Gapeci ti es

Neverthel ess, the argunent for separate approaches
to pditicd ad admnistrative corugtion is vel articu
lated. The basic nationisthat apditicians power base ad
kinds of accountability are very different froma bureauw
crat’s. Two kinds of approaches and institutions are there-
forerequired to deal wth two kinds of corruption.

Aocther viewis that there is so nuch customzation
needed in building aticorruption institutions that it is
inpossible, except in a very broad sense, to transfer con
cepts of institutions or approaches wo esal e.

Rditicd W ad @ditionBildng
Rditicd wll islirkedwthcaditionbuldng “Rliti-
ca wll” is a nuch-used but undefined concept and neans

dfferet things to dfferet peode but dl ageed that it
has to be nore than pditicians’ rhetoric.
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Politicians respond to conmunity reactions, sSo an
anti corruption education and i nfornation canpai gn nust
be waged at the coomunity level to bring pressure to bear
onthepditica leadership. Riitica wll is nost inportant
inaticorytioninstituions ad at the early stages of the
aticarytion effat. It isdfficut to reverse the cauacity
d anaticorytionimstitwionaceit isingdace Teealie
it isestadished the gester thelikdihood thet the institu
tionwll continue its work under future adnini strati ons.

Sone believe that paitica wll is the coomtnent of
various sectars, a thelevd of civil society and sonatines
local governnent, to eradicate corruption. They focus on
bui | di ng cooperation anong sectors that are al ready com
nmtted to the anticorruption effort. Another viewis that
since the utinate decisions are nade by the top pditica
leaders, pditicd wll hes to do wth their wllingess to
nove forward. The questionis: Wat wll nake t hemnove
forvard? The answer is, partly noral conviction but a so
partly poitica cacuation Aother questionis: Wit coa
litions are for and agai nst novi ng forvard? Gal i ti ons nusst
bring together forces that wll pressure the leadership to
take up the anticorruption cause.

THE PRIVATE SECTOR APPROACH

The private sectar agpproach deals wth four issues: (i) in
tegity inbusiness; (ii) nobilizing pditicd wll; (iii) costs
versus berefits for the private sectar; ad (iv) pldic-private
sector part nerships.

Inegity in Bsiness

Mil tinational s and | ocal conpani es contribute nuch
to the corruption problemin Asia. The di scussions on the
topi ¢ brought up a nuniber of points:
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* Wil e bi g conpani es have nore consi stent st andards
and tend to adhere to anticorruption paicies, there
are sone glaring exceptions anong the conpani es
even fromthe Goup of Seven countri es.

* Sral| conpanies need the resources to conbat
corruption.

e Hring consulting firns presents sone d fficulties.

e Educationis inportant.

* (des of practice nust be drafted and strictly
enf or ced.

Sone oppose the use of codes, naintaining that it wll
nerely produce alot of codes, pacts, and ather inpracticad
arrangenents. They believe that existing |aws shoul d be
enforced, and exi sting organi zati ons such as federati ons of
accountants and engi neers, anong other groups, tapped.
However, Transparency International presented exanpl es
of codes that have been easy toinplenent. It asocitedthe
case of privatization in Panana, where conpanies coul d
becone privatized only after they proved that they adhered
to a certain standard

Mblizing Rditicd W1
D scussions yiel ded the fo lowng points:

* Wile the Oganisation for Economic G- operation
and Devel opnent has produced anti corruption con-
ventions and instrunents, these are just a fewtod s
available and do not constitute the wha e anti cor-
ruption approach. Thereis nosing e sa utionto the
pr obl em

* In response to criticismfromthe Wrld Bank and
oher mitilaerd aganzaiosinthelast fewyears,
accounting firns and “global consultants” are tak-
ingahard look at their standards, ad are training
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their loca partnerstobringthemuptointernationd
leds.

e Bhicsceters and, inparticuar, Hong Kong, Gina s
| ndependent Gormassi on Agai nst Gorruption, are
doing a good job of pronoting ethics anong the
chanbers of conmer ce and t he busi ness communi ty
in general and should be held up as a nodel .

@sts ad Benefits of Qrr uation

Busi nesses choaose the countries in which they invest,
and they choose to invest nore in countries wth | ess cor-
ruption. Gase studi es prove that the long-termcosts of cor-
rupti on—envi ronnental danage, greater cost of public
services, and extortion by the bribe takers—ar outwei gh
its short-terns benefits. Ablacklist of comsutants, includ
ing that enpl oyed by the Vérl d Bank, has been effectivein
curbi ng corruption.

Pudicprivate Sctar Par tnerships

Transparency Internati onal stresses the i nportance of
such part nerships. The Pacific Basin Economic Gommuni ty
has conducted joint operations wth the Vérl d Bank to give
busi ness and governnents or mul tilateral organizations a
chance to val k in each other’s shoes and thus understand
each other’s prod ens. Sustaining a public-private sector
partnership requires a clear goal and understand ng of the
process toreechiit.

MASS MEDIA AND CIVIL SOCIETY APPROACH

Al agreed on the inportance of education, training, and
research for jounaists. Mst journdists knowlittle about
theintricacies of corruption, anticorruptionlans, howcor-
ruptionis done, andits inpact. Athough nuch researchis
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avalade it not gettingtothe peogdewo needit the nost—
jourrdists, pegde affected by corruption, and activists, wo
aenat adwvays anre of the details of corruption issues. It

IS necessary nat just to share training and research exper-

tise on corytion itsdf, b dso totranjormdists ad

activistsinethics, becaseif they are to be effective vt ch

dogs they nust be credible as well, wth their oan rules

and codes of conduct .

BHforts to raise public anareness of corrupti onpar-
ticdarly its inpact on the delivery of pubic services—
should be directed prinarily at grass-roots conmunities,
not just pdicynakers, theeite, o the mdd e class. Reachr
ing the grass-roots conmunities nay require the use of
nontraditional nedia

Miss educat i onal canpai gns on corrupti on are needed.
I n Bangl adesh, for exanpl e, hundreds, naybe thousands,
of nongover nnent organi zations (N33) are involved in
sectoral concerns such as the environnent, hunan rights,
vwonen's rights, and |ivelihood devel opnent, but not in
tackling corruption.

Wil e the nass nedia are seen as having a key ral e in
educating the pudic, they operate under certain constrants.
Forenast of these is the lack of freedomto report fredy
about corruption. InMilaysia, for exanple, journaists nay
be arrested for reparting on corruption; inather countries,
they nay be killed. Aather constraint is owership of the
nedi a by busi nesspersons, who are natural |y wary about
rocking the pditica boet.

Mst jornalists aretrained only i n day-to-day report -
ing and sinply do not have the skills to conduct investiga
tive reporting. Journalists cannot singl e-handed y take on
canpai gns agai nst corruption. Thereis aneed for dterna
tive, independent nediathat can wite hard-hitting exposés
about corruption. Aternative nethods of dissemnating
infornati on-the internet and grass-roots nedia, for ex-
anpl e—are al so i nportant.
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It was suggested that an inventory be done of the kinds
of nedia that can reach vast nuniers of peopl e, including
theater, tel evision soap operas or dranas, and other nedia
that arerooted intradtiod cutue

Along discussion onthe possibility of donors naki ng
anticorruption neasures part of the conditionaities of aid
concl uded that such pressure often boonerangs: it nakes
good gover nance | ook | i ke a neocol onial inposition rather
than a denand coming fromthe citizens thensel ves.

Qher recommendati ons were the fol | ow ng:

e Mhbilize local resources to get public feedback on
pudic service ddivery. InBangdae Inda for ex-
anple, the Riblic Afairs Genter has a repart card
reflecting wat consuners think. A simlar report
card coul d be adopted in countries throughout the
reg on.

* Donors shoul d support anticorrupti on canpai gns
and diversify their funding to include N33 and
other nongovernnent initiatives, and not just gov-
ermnents, to ensure transparency, accountability, ad
good gover nance.

» [Donors shoul d open thensel ves to public feedback
via a report card nade by the beneficiaries of do
nor-funded proj ects. The feedback shoul d be i ncor-
porated into future pl anni ng.

» Dbnors shoul d discl ose nat just broad descriptions
of wat they intendtodoinacountry, but aso spe
cific details about and their evduation of specific
prg ects.

* The nedia, N33, and conmunities shoul d police
nul tinational conpanies and the private sector in
gererd .

» Broad-based national coalitions against corruption
and for good governance should be forned. They
shoul d invol ve N33, the private sector and busi -



Developing Effective Approaches 273

ness, the Church, and al sorts of nongover nnent
instituiaons.

o Transparency International should help forma re-
g onal anticorruption network as a cl eari nghouse of
infornation on corruption, anticorruption initia
tives, and research needed for national anticorrup-
tion canpai gns.

* Lega ad shoud be provided for journalists and
activists in anticorruption canpai gns. Journalists,
especidly, suffer fromvery expensive libe o defa
nationsuts, asdoactivists, woasorecevethreas
o videxe

e Qvil-society partnerships shou d ensure that corrup-
tion cases are prosecuted and get to court, and that
the guilty are puni shed.



