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Box 10: Nigeria EITI

Former President Olusegun Obasanjo committed to EITl in November 2003 and launched Nigeria EITI (NEITI) in February 2004. Under
this Presidential Directive, an inaugural NSWG was constituted, consisting of twenty-eight individuals led by the then Minister of Solid
Minerals. To give legal backing to the work of NEITI, a bill was introduced to the National Assembly in December 2004. The NEITI Act,
which passed in May 2007, institutionalised NEITI and made Nigeria the first EITI implementing country to provide a legally enshrined
framework for EITI. By virtue of the NEITI Act, NEITI became both a formal government agency under the Presidency as well as a country
chapter of global EITI. The NEITI Act combines its international responsibilities under the EITI with its national legal mandate and policy
agenda. The latter expands the scope of the initiative beyond that of the global EITI framework to include, most notably, physical and
process audits in addition to financial audits of the extractive sector.

The 2007 NEITI Act dissolved the inaugural National Stakeholders Working Group (NSWG) and empowered the President of Nigeria to
reconstitute the NSWG and appoint new membership of fiteen individuals and a new NSWG was inaugurated in January 2008. As a
result of ongoing civil society organisation (CSO) concerns about under representation on the NSWG, a civil society steering committee
(CSSC) was established. The CSSC includes four members of the NSWG and representatives from different CSO sectors (professional
organisations, gender, transparency and accountability, environment, physically challenged groups, media and youths).

1.5.2 The Kimberley Process Certification Scheme (KPCS)

In the 1990s, the diamond trade was unregulated and with approximately twenty-five per cent of the diamonds traded
on the international market originating from conflict-ravaged areas, mainly in Africa. These ‘blood diamonds’ were used
in various illicit and criminal activities, including money laundering, tax evasion, drug trafficking, arms trading with rebel
groups, sanctions evasion and the financing of terrorism. The wars sustained by the trade in blood diamonds by rebel
groups caused a great deal of suffering and the death and displacement of millions of innocent civilians. Furthermore,
already fragile states were unable to generate legitimate revenues from the industry that could have helped develop their
economies and bring millions of their citizens out of poverty.&

Following a landmark UN resolution supporting an international rough diamond certification scheme, southern African
states met in Kimberley, South Africa in May 2000 to reflect upon ways to put an end to the conflict diamond trade and
ensure that the diamond industry did not fund violence and human rights violations. This was followed by the adoption
of a United Nations General Assembly resolution in December 2000 that called for the creation of an international certi-
fication scheme for rough diamonds. Following negotiations between governments, the international diamond industry
and non-state actors, the KPCS was created in November 2002 and entered into force in January 2003.

The KPCS demands that participating countries meet minimum requirements and set in place a legal and institutional
framework to effectively control the diamond trade. This framework must include relevant national legislation and institu-
tions and controls on imports, exports and internal diamond trade. Participating countries are also obliged to commit
to transparency and exchanges of statistical data with other participating countries.

In trading terms, certificated countries can only trade with other participants who fulfil the requirements of the KPCS. Al
rough diamond exports must be accompanied by a KP certificate that guarantees they were not produced in conflict-
ridden areas. Compliance with the requirements of the scheme is monitored through ‘review visits’, annual reports and
the regular exchange and analysis of statistical data on diamond production and trade.

To date, the Kimberley Process has forty-nine members who represent seventy-five countries. The EU and its Member
States actively participate in the KPCS and count as an individual participant®®, These countries account for almost all
rough diamond production in the world (99.8%). In addition, the international diamond industry —represented by the
World Diamond Council—and non-state actors—represented by Global Witness, Fatal Transactions and Partnership
Africa-Canada—play an active and important role in this tripartite initiative. The participating countries rotate as chairs of
the KPCS. The EU chaired the KPCS in 2007 and chairs one of its working groups, the Working Group on Monitoring,
which is responsible for overseeing the implementation of KPCS requirements.

88 KPCS, 2010. http://www.kimberleyprocess.com, the website of Partnership Africa Canada at http.//www.
pacweb.org/programs-resources-e.php and that of Fatal Transactions at http://www.fataltransactions.org/
Dossiers/Blood-diamonds-and-the-Kimberley-Process/Introducing-the-Kimberley-Process

89 Within the EC, the Kimberley Process is implemented by a Council Regulation. The relevant legislation
may be found at http://ec.europa.eu/external_relations/blood_diamonds/index_en.htm



CHAPTER TWO: ADDRESSING CORRUPTION IN A GLOBALISED WORLD

The KPCS has had some success in stemming the flow of conflict diamonds, which has contributed to restoring peace
and stability in a number of diamond-producing countries. As a result, over the last few years the diamond revenues
of these countries have grown substantially. However, in the run-up to its latest plenary session in Windhoek, Namibia,
in November 2009, non-state actors recommended a number of actions to be taken to further strengthen the controls
and improve the implementation of KPCS standards®.

Many view the KPCS as an exemplary model of a successful voluntary union of governments, a large international indus-
try and civil society. The Kimberley Process institution claims to have not only ‘stemmed [the] flow of conflict diamonds’
but also to have engineered ‘a unique conflict-prevention instrument to promote peace and security’.

This evaluation of the success of the Kimberley Process is widely shared and has been similarly supported by an external
review, which described it as, ‘international co-ordination at its best, in the form of a novel voluntary model for multilateral
agreement and action’. However, future challenges for the KPCS have been identified, particularly with regards to the
challenging but necessary transition it needs to make from a voluntary system to an enforceable one.

Box 11: European Commission Participation in the Kimberley Process

The European Commission is committed to supporting international initiatives, such as the Kimberley Process, to combat the
role of conflict resources. To that end, the Commission, representing the EU as a whole, is an active participant in the KPCS and
chaired the Kimberley Process in 2007. The Commission chairs the Kimberley Process Monitoring Working Group that supervises
KPCS implementation globally. The Commission has also funded projects to enable statistical analysis, satellite monitoring and
technical expertise in order to enhance the capacity of the Kimberley Process to respond to crises, for example, the cases of
Cote d’lvoire and Zimbabwe. Within the EU, the KPCS is implemented by a Council Regulation adopted on 20 December 2002.
The Regulation lays down the procedures and criteria to be followed in the import and export of rough diamonds into and from
the EU and creates a uniform Kimberley Process certificate, which is used for all shipments.

Given that much of the KPCS success is owed to its voluntary and ad-hoc nature, this could yet prove problematic, since
compliance issues are likely to require enforcement where chronic underperformers fail to meet standards. Given their volunteer
status, this is likely to prove challenging.

1.5.3 Forest Law Enforcement, Governance and Trade

Many partner countries are suffering the effects of the devastation that is visited upon them by illegal logging. Large areas of their
forests have been destroyed, affecting millions of people whose livelihoods depend on timber and non-timber forest products.
Conflicts for control of the revenues gained through illegal exploitation of forests often lead to human rights violations and can
also fuel corruption in the affected countries. As a result, considerable public resources are diverted by corrupt officials, criminal
networks and rebel groups and are thus made unavailable for maintaining the essential functions of the state (infrastructure, social
protection, health, education, etc.) or for the effort to reduce poverty.

Responding to public concerns on the issue of illegal logging and deforestation, an EU Action Plan for Forest Law Enforcement
Governance and Trade (FLEGT) was adopted in 2003. The intended impact of FLEGT was to reduce illegality in the international
timber sector, improve governance in the forestry sector of timber producing nations and encourage importers to take respon-
sibility for ensuring a credible verification process.

The key regions and countries targeted, together accounting for nearly sixty per cent of the world’s forest and a large proportion
of internationally traded timber are Central Africa, Russia, Tropical South America and Southeast Asia. The FLEGT Action Plan
was endorsed by the EU Council of Ministers in November 2003, leading to two key pieces of legislation: the FLEGT Regulation
of 2005 and the EU Timber Regulation of 2010.

FLEGT gave explicit recognition of a number of measures that the EU and its Member States could take to reduce illegal logging
of the forests of developing countries. The actions are aimed at:

e Strengthening governance and capacity building in timber-producing countries;

e Strengthening law enforcement through better coordination and collaboration between forest regulators, police,
customs and judiciary;

¢ Involving the private sector in efforts aiming at reducing opportunities to trade in illegal timber; and

e Providing capacity building support to the development and enforcement of transparent public procurement policies

90 See their press release ‘Blood diamonds—time to plug the leaks. Civil society groups warn Kimberley Process effectiveness
compromised’, available at http://www.pacweb.org/Documents/Press_releases/2009/Blood_Diamonds-time-to-plug-the-leaks-
eng-2009-06-19.pdf Their concerns are summarised in Partnership Africa Canada, Diamonds and Human Security—Annual
Review 2009, available at http.//www.pacweb.org/Documents/annual-reviews-diamonds/Ar_diamonds_2009_eng.pdf
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and accurate recording of forest ownership data, concession systems and licences, and legal frameworks®'.
A central element of FLEGT are the bilateral agreements known as Voluntary Partnership Agreements (VPAs) between the EU
and tropical timber producing nations that choose to undertake the Action Plan.

While the VPAs are generally regarded as an efficient instrument capable of improving governance within forestry sectors and
reducing illegality within the international timber trade, concerns, such as those raised in a series of Policy Briefs by Global Wit-
ness®, have been raised over their implementation. However, many of these concerns are likely to e addressed by forthcoming
demand-side measures adopted by EU countries, in combination with the EU Due Diligence Regulation, which enables operators
1o ascertain the legality of their products, and the ISAs Lacey Act Amendment (2008), which opened the way for prosecution
in the US for importing illegal timber via a Congressional law banning commerce in illegally sourced plants and their products.

Box 12: Due Diligence Regulation

Due Diligence regulation has been adopted by the European Parliament and the Council of 20 October 2010, under which timber
importers who place timber and wood products onto the European market are prohibited from selling illegally harvested timber
and timber products. They are also obliged to use a due diligence system to ensure the legality of these timber products. This
system requires them to compile information concerning their timber, including where it was harvested. This regulation requires
traders selling internally within the EU to also provide information on their suppliers and to ensure the traceability of timber and
timber products up to the first point of sale within the EU.

Box 13: EC specific regulations, licensing and enhancements

In 2005, the Council adopted a Regulation allowing for the control of the entry of timber to the EU from countries entering into
bilateral FLEGT Voluntary Partnership Agreements (VPA) with the EU (Council Regulation (EC) No 2173/2005 of 20 December
2005 on the establishment of a FLEGT licensing scheme for imports of timber into the European Community). In 2008, a further
enhancement was presented with a draft legislation which will oblige traders to identify the country of origin of their timber and
ensure that timber they sell has been harvested according to the relevant laws of that country.

In reviewing implementation, the first FLEGT VPA was ratified with Ghana in November 2009 and initialled with Congo in May
2009. Negotiations are ongoing with countries in South East Asia, Africa and South America. The first FLEGT licences are
expected in 2011.

1.5.4 Construction Sector Transparency Initiative

Public sector infrastructure projects contribute to economic growth and poverty reduction. As it is a case for natural resources
management, corruption during the planning, implementation and monitoring of construction operations is heavily negatively
impacting their expected societal returns.

Launch in May 2008, the Construction Sector Transparency Initiative (CoST) is an international initiative, designed by the Depart-
ment for International Development (DFID) and the World Bank, in view of promoting transparency and accountability in publicly
financed construction operations. It has been piloted over a two year period in Ethiopia, Malawi, Philippines, Tanzania, United
Kingdom, Vietnam and Zambia.

In the same spirit of the EITI, in each pilot country, multi-stakeholders groups (involving notably procuring bodies, public
financial management departments and agencies, construction companies and associations, civil society, as well as
non-governmental providers of finance or loan guarantees) have been set up.

CoST provides a framework for the disclosure of selected project information. The kind of information disclosed include,
for example, a description of the project; its purpose and location and, at the implementation stage, summary details of
the original and final: project specification, project cost, contractor and completion dates. It also includes justification for
any significant differences between the original and final information, as well as project evaluation and completion reports.

91 See EC, ‘Forest Law Enforcement, Governance and Trade: the European Union approach’, EFI Policy Brief 2, 2008.
92 See ‘Global Witness’, available at http.//www.globalwitness.org/
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The principles underpinning CoST

CoST is a voluntary initiative applicable to any country and any government department or agency with responsibility for public
sector construction projects. The principles that underpin CoST reflect a shared stakeholder commitment to transparency and
accountability:

* Projects should promote sustainability. Public sector infrastructure projects should support sustainable economic growth that
contributes to sustainable development and poverty reduction. Mismanagement during construction can undermine potential
social and economic benefits and value for money.

e Governments should be accountable. Citizens have a right to know that their money is being used wisely. The procure-
ment and management of public sector construction projects should be sufficiently transparent for government to be held
accountable.

e Transparency can improve efficiency. Basic project information, disclosed throughout the entire project cycle, can provide
an effective way to improve value for money in construction by reducing opportunities for corruption and increasing scrutiny.

e Transparency promotes investor confidence. Domestic and foreign direct investment is likely to be increased by transparency
in the management of construction projects.

e Multi-stakeholder co-operation is important. Experience shows that multistakeholder working between the public and private
and sectors and civil society improves transparency and gives greater confidence to citizens that all points of view are being
taken into

e account. A multistakeholder group (MSG) oversees the implementation of CoST in each country. It is formed from represen-
tatives of government and procuring agencies, the construction industry, professional associations, financial organisations,
investors and civil society.

Source: CoST briefing note 1 (http://www.constructiontransparency.org/TechnicalFinancialAssistance/CoSTBriefingNotes/)

1.6 Conclusion

In situating corruption within a global context, this section has charted the evolution of international efforts to recognise
and prevent the phenomenon via several key conventions and instruments.

While this exercise underlines an international consensus dedicated to fighting corruption via a ‘collective commitment’,
a brief examination of the scope and implementation of conventions and instruments employed suggests that the impact
of these efforts are at best mixed.

This section has highlighted the sheer scale of the task involved with fighting corruption and has introduced some of
the challenges faced to this end by the international community. Furthermore, it has emphasised the extent of the vari-
ation in the phenomenon and has indicated the need of being able to take nuanced and accurate measurements for
the analysis of corruption while simultaneously taking full account of context-specific political economy of the country
involved. Such care is essential in order to apply the most appropriate ‘suite’ of anti-corruption measures. Consider-
ing this need, therefore, Chapter Three will examine the contemporary frameworks and tools available to EU staff for
measuring and analysing corruption.

Section 2: The EU approach

Corruption is a global phenomenon: it concerns at the same time the local level, the daily life of citizens in their interac-
tions with the public and private spheres as well as the national and global level, as corruption fuels organised crime and
terrorism. Combating and preventing corruption is an integral part of the EU’s internal and external policies. Internally,
it is a priority in respect of existing Member States (MS) and also forms a key aspect of the acquis communautaire for
accession countries. Externally combating and prevention is a priority in respect of the EU’s approach to international
relations. Addressing corruption challenges thus requires a coherent set of policies between internal strategies and
practises at the EU level and the policies and measures implemented in third countries.

1.1 EU internal anti-corruption policies

Despite existing (international) monitoring mechanisms and various legal and non-legal initiatives, research indicates
that corruption in the EU remains a problem. As an example, in the Transparency International’s 2010 CPI index, nine
MS out of 27 (which is one third) are scoring 5 points out of 10 or less, which is an indication of widespread corruption.
The economic costs incurred by corruption in the EU possibly amount to EUR 120 billion per year. This is one percent
of the EU GDP, representing only a little less than the annual budget of the EU.

This confirms the data from the 2009 Eurobarometer survey. There, more than three quarters of the interviewed Eu-
ropeans agreed that corruption was a major problem for their country (78%). There are proven shortcomings in the
transposition of relevant international and EU anti-corruption legal instruments. For example, the 2007 implementation
report on the Council Framework Decision of 2003 on combating corruption in the private sector showed that the

37



38

REFERENCE DOCUMENT N°10 - SUPPORTING ANTI-CORRUPTION REFORM IN PARTNER COUNTRIES: CONCEPTS, TOOLS AND AREAS FOR ACTION

transposition of this instrument is not satisfactory. Another example - the UN Convention against Corruption has not
yet been ratified by all EU Member States.

Minimum standards of protection against fraud, corruption and money laundering in relation to EU funds have been
established. These standards are crystallised in specific legal frameworks such as the 1995 Convention on the Protection
of the European Communities’ Financial Interests and its protocols of 1996 and 1997, as well as the 1997 EU Conven-
tion on anti-corruption®. These standards aim to protect the funds of the EU budget, both at the level of income and
expenses. As most of the other international conventions in the field of anti-corruption, they mainly aim to harmonise
national legislation and practices in terms of criminalisation, sanctions, jurisdictional competence and judicial coopera-
tion in criminal matters. These specific EU legal frameworks explicitly highlight the importance of anti-corruption policies
and measures in acceding, candidate and other third countries.

The 2003 Communication on Corruption calls for the detection and punishment of all acts of corruption, the confiscation
of illicit proceeds and reduces opportunities for corrupt practices through the establishment of transparent and account-
able public administration standards. Furthermore, it promotes anti-corruption clauses within cooperation agreements
and external aid programmes, against the background of guiding principles centring upon improving the fight against
corruption ranking from the implementation of dedicated strategies to effective prevention measures and efficient law
enforcement.

Reducing levels of bribery within the private sector is also an important aspect of the EU anti-corruption strategy. By
rigorously enforcing laws against the bribery of foreign public officials, the EU believes that Member States will reinforce
the internal market and strengthen their economies. Furthermore, these measures will have a positive impact on relations
with external trade partners. In July 2003, the Council Framework Decision 2003/568/JHA on combating corruption
in the private sector was adopted. This instrument is binding upon the Member States, while national authorities can
chose how to implement it under national law and practice. It aims to ensure that both active and passive corruption in
the private sector are criminal offences in all EU MS, that legal persons may also be held responsible for such offences,
and that these offences incur effective, proportionate and dissuasive penalties. At its heart is the requirement that EU MS
criminalise two types of conduct: promising, offering or giving a bribe to a person in the private sector; and requesting
or receiving a bribe, or the promise of such, while working in the private.

In September 2005, the European Community, represented by the European Commission signed the 2003 United Na-
tions Convention Against Corruption (UNCAC) and ratified it in November 2008. Therefore the EU as represented by
the European Commission is now party to the Convention.

Priority within the EU’s anti-corruption approach is also given to the establishment of effective mechanisms within EU
administrations for the recovery of assets, including those stolen through corruption. Four EU legislative instruments
(Council Framework Decisions), binding upon Member States are being implemented at national level. Their goal is to
ensure a common EU approach to confiscation.

While not their main objective, these instruments have different spheres of responsibility, from establishing the principle
of mutual recognition for confiscation orders and orders to freeze property or evidence, to focusing upon money laun-
dering. They also aim at ensuring that EU Member States introduce effective rules on confiscation, including rules on
proof with regards to the source of the assets concerned.

In November 2008 the European Commission adopted a Communication on the proceeds of organised crime which
proposes ten strategic priorities on confiscation and asset recovery to strengthen the fight against organised crime.
The Communication foresees an increased cooperation among EU Asset Recovery Offices and new tools related to the
identification and tracing of assets. It also calls for the development of a common EU training programme for financial
investigators to be implemented as a priority, as well as for the production of comparable, high quality statistics.

The Stockholm Program establishing priorities for the EU in the field of justice and home affairs for the period 2010 -
2015 provided the European Commission with a political mandate to measure efforts in the fight against corruption and
to develop a comprehensive EU anti-corruption policy, as well to propose on the modalities for the Union to accede to
the Council of Europe Group of States against Corruption (GRECO).

The European Parliament, in its declaration of May 2010 delivered major support for the European Commission’s plan
to forcefully implement the Stockholm program’s priorities on fighting corruption. Speaking on behalf of the 500 million
EU citizens, this strong signal has been used by the Commission to develop the 2011 anti-corruption package.

93  http://europa.eu/legislation_summaries/fight_against_fraud/protecting_european_communitys_financial_interests/I33019_en.htm
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The European Commission has therefore conducted a comprehensive study on the best way to take forward this call. It
provides solid evidence that effective action at EU level is needed. It also gives us a better idea of the impact of possible
options and — importantly — the obstacles we are likely to face in shaping a genuine EU anti-corruption policy.

To respond to the call and political mandate of the Stockholm Program the European Commission has adopted an

anti-corruption «package» in June 2011 #, which contains:

1.a Communication on fighting corruption in the EU, updating the 2003 Communication),

2.a review of the progress made for addressing corruption in the private sector (implementation report of the Framework
decision on corruption in the private sector);

3.a definition of the steps towards the EU’s accession to GRECO (The Council of Europe anti-corruption monitoring
mechanism); and most probably

4.a reporting mechanism on fighting corruption in the 27 EU Member States.

Communication on fighting corruption in the EU (June 2011): key features

The European Commission will set up a new mechanism, the EU Anti-Corruption Report, to monitor and assess Member
States’ efforts against corruption, and consequently encourage more political engagement. Supported by an expert group and a
network of research correspondents, the Report will be managed by the European Commission and published every two years,
starting in 2013. It will give a fair reflection of the achievements, vulnerabilities and commitments of all Member States. It will
identify trends and weaknesses that need to be addressed, as well as stimulate peer learning and exchange of best practices.
Alongside this mechanism, the EU should participate in the Council of Europe Group of States against Corruption (GRECO).

The EU will also put stronger focus on corruption in all relevant EU policies — internal as well as external. The European Commis-
sion will therefore, in particular, propose modernised EU rules on confiscation of criminal assets in 2011, a strategy to improve
criminal financial investigations in Member States in 2012, and adopt in 2011 an Action Plan for how to improve crime statistics.
The European Commission will also work with EU agencies (such as Europol, Eurojust and CEPOL), as well as with the Euro-
pean Anti-Fraud Office (OLAF) to step up judicial and police cooperation and improve training of law enforcement officials. It will
continue to prepare modernised EU rules on procurement and on accounting standards and statutory audit for EU companies.

Also, the European Commission will adopt a strategy to combat fraud affecting the financial interests of the EU in 2011. In
parallel, the European Commission will put a stronger focus on anti-corruption issues within the EU enlargement process
and - together with the High Representative - in the neighbourhood policy area, as well as in cooperation and development
policies. Business sector initiatives and private-public dialogue at EU level on how to prevent corruption should finally be further
developed.

1.2 Addressing corruption and improving governance for the benefit of development

Governance is necessary for economic growth, investment and trade. Development and poverty reduction depend on
many factors well beyond development aid: economic growth and social justice might be the most efficient ways of
pulling poor people out of poverty; trade, and private investment is far exceeding Official Development Assistance in
terms of finance, with only remittances representing three times as much.

Corruption is a major impediment to development. Research on this topic suggests that resources intended to address
the basic development needs of millions of poor people around the world are diverted and misallocated through vari-
ous forms of corrupt practices. Tentative estimates, made by a coalition of specialised institutions and bodies, suggest
that corruption costs more than 5% of global GDP (2.6 trillion USD); with over 1 trillion USD paid in bribes each year®
(which is equivalent to the total GDP of the African continent), by far exceeding Official Development Assistance (ODA)
resources.

According to the World Bank, corruption can add as much as 20% to 25% to the cost of public procurement; and in
Sub-Saharan Africa, implementation of efficiency oriented reforms in the road sector could raise a total of 3.8 billion
USD a year, according to the African Infrastructure Country Diagnostic®.

94 http://ec.europa.eu/home-affairs/news/intro/docs/110606/308/1_EN_ACT _part1_v12%5B1%5D.pdf

95 International Chamber of Commerce, Transparency International, UN Global Compact,
World Economic Forum, Clean Business is Good Business, 20009.

96 Africa’s infrastructure: a time for transformation, the World Bank (2010).
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As demonstrated in a recent Transparency International report released in September 2010 97, corruption in its various
forms severely curbs development, whereas increased transparency, accountability and integrity translate into better
Millennium Development Goals outcomes. To take a few examples, this analysis suggests that investment on primary
education is largely hampered by corruption (the increased practice of paying bribes is associated with a lower literacy
rate among 15 to 24 year olds), while it highlights a significant correlation between widespread bribery and an increased
maternal mortality ratio, regardless of how wealthy a country is or how much it invests in health.

Development results depend in the first place on domestic policies and domestic actors (government, private sector
and other Non State Actors) and rely, sometimes heavily, on a conducive international environment (subject to interna-
tional and bilateral trade agreements, raw materials prices, and even developed and emerging countries sector policies,
notably agricultural and industrial support schemes). External assistance has therefore evolved from a purely technical
approach to a broader support to country owned policies and reform processes, as well as addressing international
governance challenges. The European Commission recognises the need to focus more on governance and political
economy analysis to avoid being taken by surprise by reality and having to face unwanted, unintended consequences
of its support to reform processes and in order to ensure more sustainable results.

The European Commission policy framework

The 2005 European Consensus on Development invites the European Commission and EU Member States to include corruption
issues in the political dialogue and in their strategies of support to fragile States. In the 2006 Communication on «Governance in
the European Consensus on Development», it is recalled that «Good governance means more than tackling corruption. Though
the EU takes an extremely firm stance on this matter, viewing corruption as a major obstacle to achieving development goals,
it sees it as a symptom of poor governance and of a lack of transparent, accountable management and control systems».

There is no internationally-agreed definition of governance. The European Commission definition presented in its 2003 Communi-
cation on Governance and Development and reiterated in the 2006 Communication on Governance in the European Consensus
on Development® stresses that governance concerns the state’s ability to serve its citizens. It highlights that governance refers
to the rules, processes, and behaviours by which interests are articulated, resources are managed, and power is exercised in
a society. The way public functions are carried out, public resources are managed and public regulatory powers are exercised
are major issues to be addressed in that context.

This broad and holistic approach to governance reforms recognises that there is no particular institutional model for democratic
governance. However this concept is anchored in basic universally-agreed principles (entrenched in UN Human Rights and
Anti Corruption Instruments) such as transparency, accountability, participation, inclusion and anti-corruption; considered as
essential factors for sustainable development. Such an approach takes into account all the dimensions of governance (political,
economic, social, cultural, environmental, etc.) and the need to integrate governance into each and every sector programme,
while considering governance as a dynamic process that grows into good and ultimately democratic governance, as the values
of democracy and human rights are progressively entrenched into a society.

While recognising that if there is no political will inside the country, outside support is unlikely to deliver results, the European
Commission considers that donors have an important role to play by developing incentive-based approaches and sustaining
an adequate level of political and policy dialogue on all dimensions of democratic governance.

In countries in fragile situations (those affected by internal and external conflicts or authoritarian regimes with no space for citi-
zen’s initiatives and civil society voices) a lack of political legitimacy is often compounded by very limited governance capacities.
Addressing governance in these countries demands a step-by-step approach aimed at gradually raising governance standards.
Many countries must first achieve basic stability and a minimum of institutional development before they can start implementing
long-term development policies.

(@) Communication on Governance and Development, COM (2003) 615, available on http://eur-lex.europa.eu/
LexUriServ/LexUriServ.do?uri=COM:20083:0615:FIN:EN:PDF and Communication on Governance in the European
consensus on development: towards an harmonised approach within the European Union, COM (2006) 421,
available on http://eur-lex.europa.eu/LexUriServ/site/en/com/2006/com2006_0421en01.pdf

Governance, as a development policy objective has been considerably strengthened in recent years and is a central
feature of the European Commission external assistance. The European Commission follows two main operational
strategies for addressing corruption and improving governance in third countries by (i) supporting specific interventions
in key governance areas (justice, security, democratisation, non state actors, public sector reform and decentralisation,
etc.), and (i) mainstreaming governance in other areas of cooperation (health, water, education, transport, infrastructure,
etc.) so as to ensure that all projects and programmes - at every stage of their development — analyse and address
governance challenges.

97 The Anti-Corruption Catalyst: Realising the MDGs by 2015, Transparency International, 2010. Available
on: http.//www.transparency.org/news_room/in_focus/2010/realising_the_mdgs_by_2015
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Between 2005 and 2009, the European Commission committed around € 9 billion in the field of governance. Out of
this amount, € 5.6 billion were managed by EuropeAid®. This amount covers activities in the areas of legal and judicial
development, government administration, strengthening civil society, human rights, elections, women’s equality, security
system management and reform, civilian peace-building, conflict prevention and resolution, post-conflict peace-building
(in cooperation with relevant United Nation agencies), reintegration and Small Arms and Light Weapons control, landmine
clearance and child soldiers. This support notably contributed to create an enabling environment for improving govern-
ance, addressing corruption challenges and enforcing anti-corruption legislation.

The European Commission also protects its financial assistance from corruption and fraud according to international
standards in this field. It deals with the fiduciary risk linked to its development assistance by implementing sound pro-
cedures and comprehensive audit framework and systems. Financing agreements with beneficiary states, as well as
procurement system, include standard clauses clarifying that the Commission may cancel financing and making the
beneficiary State responsible for taking concrete actions in case of corruption.

The European Commission audit strategy is based on two pillars. The first one consists of mandatory audits and expendi-
ture verifications which are provided for in the Financial Regulations and the programme legal basis and are reflected
in legal agreements (e.g. Financing Agreements with third countries) and standard external aid contracts. The second
pillar constitutes an additional layer of controls and concerns risk-based audits which are a response to the specific
risks perceived by the Authorising Officer.

To implement this strategic approach, the European Commission has developed and uses the following main methodo-
logical tools: (i) governance profiles and governance action plans, (i) programming and policy dialogue at national and
regional level, (iii) analysing and addressing governance in sector operations.

As for other areas of intervention, support to governance reforms follow the principles of the Paris Declaration on Aid
effectiveness and the Accra Agenda for Action °°, which contains a road map with clear mutual commitments on align-
ment to beneficiary countries’ policies, using more and more country systems for channelling the funds, on effective
coordination between country and donors and harmonisation of donors’ requirements and practices. Furthermore,
the Paris Declaration emphasizes the importance of mutual accountability; implying obligations on both sides of the
partnership (governance of aid).

At the country level, while taking into account the conditions in specific countries, the European Commission support

to the fight against corruption through external aid by:

e Supporting the reform of public administration and to the management of public finances (in particular in the case of
budgetary support to the partner country);

e Supporting the improvement of the business and investment climate and customs reform;

e Supporting the fight against economic/financial crime (capacity-building for law enforcement and judicial authorities,
as well as specialised bodies such as Anticorruption Commissions), as well as support to Justice and Security reforms
(including police reform);

e Supporting the civil society and media as watchdogs, as well as Supreme Audit Institutions and Parliaments in exer-
cising their oversight and control functions.

98 See EuropeAid’s annual reports on http://ec.europa.eu/europeaid/multimedia/publications/index_en.htm
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As an example, is the support to the Law Enforcement Against Economic and Financial Crime project in Nigeria
implemented by UNODC. The project aimed at enhancing good governance and financial accountability, fight fraud and economic
and financial crime by enhancing the technical and operational capacities of the Economic and Financial Crime Commission (EFCC),
the Nigerian Financial Intelligence Unit (NFIU) and the Judiciary. The project focused on four result areas:

Provision of state of art IT Equipment for EFCC and NFIU;

Training of the staff;

Awareness campaigns aimed at specific groups (banking sector, public, media);

Support and capacity building of the Judiciary in 10 states in judicial integrity and in the trial of economic and financial crimes.

The project, which was funded under the 9th EDF has contributed significantly to the successes recorded by the Economic and
Financial Crimes Commission in recent years. Stolen assets worth than more US$10 billion have been recovered and there has
been a large number of arrests and prosecutions. Nigeria is no longer considered as a «non cooperative nation» by the Financial
Action Task Force of the OECD and is now part of the Egmont group.

Under the 10th EDF, European Commission support is being extended to all other anti-corruption agencies. The objective is to
contribute to Nigeria’s efforts in enhancing transparency, accountability and combating corruption. Agencies such the Economic
and Financial Crimes Commission (EFCC), Independent Corrupt Practices (and Other Related Offences) Commission (ICPC) as
well as the Office of the Auditor General will benefit from these interventions. NGOs working with anti-corruption advocacy will also
be targeted. Stakeholders involved directly or indirectly in procurement issues will also benefit from the project. This project is built
on the successful experience of the previous support under the 9th EDF to the government in the same area.

Another example of one of the areas of intervention consists in the supports provided in several countries to Transparency
International Advocacy and Legal Advise Centres (ALACs). The purpose of the ALACs is to empower citizens to make
and pursue corruption related complaints by providing legal advice and assistance to victims or witnesses of corruption. Using
information gained from the individual cases and reflecting the real experiences of people enhances the legitimacy of advocacy
campaigns: many changes have been initiated by ALACs, including for example the introduction of whistleblower laws, new admi-
nistrative procedures for inspections and licenses, landmark decisions concerning the application of access to information laws.

This bottom up approach, aiming at supporting citizens in the daily challenges posed by corruption and leading to systemic changes
is an effective way of addressing corruption. The Commission notably supports Transparency International National Chapters (NCs)
in Cameroon, Madagascar, Mauritius, Niger and Senegal for creating an ALAC in each of these countries in view of contributing
to a sustainable socio-economic development in these countries by empowering citizens, civil society and institutions to fight
against corruption.

International initiatives have also an important potential to contribute to better governance and to address corruption chal-
lenges in developing countries. At the global level, the European Commission has therefore both established and is supporting
global frameworks aiming at setting transparent systems for extracting and trading natural resources and raw materials, areas
characterised by high risks for governance failure, corruption and mismanagement.

Many of the partner developing countries of the EU are suffering the devastation of their forest through illegal logging. Their
forests are destroyed, affecting the millions of people whose livelihood depends on the timber and non-timber products of the
forests. Conflicts for the control of the illegal exploitation of the forests have not only led to massive human rights violation but
also fuelled corruption in the affected countries. As a result, considerable amounts of public revenues are grabbed by criminal
networks and rebel groups and are, therefore, diverted from the efforts aiming at reducing poverty.

As explained above in more detail, in order to address this issue, the European Commission has adopted the Forest Law
Enforcement, Governance and Trade (FLEGT) Action Plan in 2003,

Moreover, with the adoption of the 2010 Due diligence initiative, timber importers who place timber and wood products onto
the European market are prohibited from selling illegally harvested timber and timber products.

The European Commission has endorsed and will continue to support the above-mentioned Extractive Industries Transpar-
ency Initiative (EITI), which is a global standard promoting revenue transparency and domestic accountability in countries with
rich oil, gas and mining sectors.

The European Commission, representing the EU as a whole, participates to the Kimberley Process Certification Scheme and
has chaired the Kimberley Process (KP) in 2007. The Commission is part of the KP Monitoring Working Group that supervises
KPCS implementation globally.

700 See point 1.5.3 of the Concept Paper
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The European Commission encourages and supports the effective implementation of the United Nations Convention
Against Corruption (UNCAC) and other regional anti-corruption conventions. The UN convention may provide a promising
platform for multi-actors dialogue on corruption at country level on concrete set of measures for preventing and criminal-
izing corruption, as well as raising awareness among citizens, notably on the basis of its review mechanism. The European
Commission promotes a multi-stakeholders dialogue around core issues related to the implementation of UNCAGC, starting
from the country reviews which should include strong Civil Society involvement, country visits and publication of accurate
review findings. The review mechanism will facilitate effective implementation of the Convention, will identify successes
and challenges in this implementation, will promote and strengthen international cooperation and will identify technical
assistance needs of developing countries.

How do we cooperate with other actors?

For performing an effective anti-corruption work, the European Commission is convinced that it cannot work in isolation, but has
to create strong partnerships with other donors and stakeholders. Several areas of cooperation have been initiated.

1. Analysing corruption and monitoring anti-corruption reforms:

The GATEway project: Analysing corruption is key for identifying clear entry points for the external assistance. In that framework,
the European Commission is part of a joint initiative with Transparency International, the UNDP and other stakeholders (such as the
London School of Economics) aiming at making a more efficient use of existing corruption assessment and integrity measurement
tools (see Chapter 3 for further information).

2. Analysing the effectiveness of Anti-Corruption Agencies (ACAs):

The European Commission has supported several anti-corruption commission/agencies (Nigeria, Uganda, Tanzania, Burundi, Domi-
nican Republic, Indonesia) sometimes with relatively mixed results. In view of developing clear guidance for improving the design
and the implementation of forthcoming operations, the European Commission has initiated a cooperation with the Anti-Corruption
Thematic Group (ACTG,) at the World Bank, the United Nation Office of Drugs and Crime (UNODC) and the US State Department,
by supporting a new initiative aimed at reducing and preventing corruption through institutional strengthening of national anti-cor-
ruption authorities (ACAs) and building their capacity. The objective of this activity is to better understand the institutional structure
of individual ACAs in an attempt to support their efforts more effectively in the future. This exercise will also provide important
information on the form and the structure of ACAs in order to help and guide other ACAs facing similar challenges, improve their
effectiveness, and guide other donors and practitioners for supporting their work.

Following the organization of a global seminar in March 2010 in Washington gathering an important number of anticorruption
authorities representatives, diagnostic questionnaires have been designed, and disseminated to ACAs, they have been analyzed
and several case studies have been undertaken (Ethiopia).

3. OECD/DAC - Anti-Corruption task Team:

The European Commission is also participating to the task team on anti-corruption set up in the context of the OECD/DAC, where
important discussions are taking place on: (j) joint orientations for providing technical assistance for UNCAC implementation, (ii)
integrating anti-money laundering in development assistance and the role of donors in monitoring the Accra Agenda for Action
commitments on asset recovery, and (jii) identifying the ways to address international drivers of corruption at country level.

4. International Organisation of Supreme Audit Institutions INTOSAI(a) - donor community cooperation:

On 20 October 2009 in Brussels the European Commission, together with Austria, Belgium, Canada, Ireland, the Netherlands,
Norway, Sweden, Switzerland, the UK, the USA, the African Development Bank, the Inter-American Development Bank, the IMF,
the WB, and INTOSAI officially signed the Memorandum of Understanding launching a new global strategic initiative on capacity
development of Supreme Audit Institutions (SAls) in aid recipient countries.

The Memorandum of Understanding is a milestone agreement marking the wilingness of all parties to work together in a coordina-
ted manner to support the development of capacities of SAls. It is consistent with the international principles on aid effectiveness
expressed by the Paris Declaration and the Accra Agenda for Action.

The new global strategic initiative will allow all the parties to work in a more coordinated way, to avoid overlaps in both action and
funding, and to make better use of financial and human resources.

(@) INTOSAI is the International Organisation of Supreme Audit Institutions, an autonomous non-governmental organisation of 189 members.
Founded in 1958, it provides an institutionalised framework to promote exchange of knowledge and enhance professional capacities of member
SAls in their respective countries. INTOSAI enjoys a special consultative status with the Economic and Social Council (ECOSOC) of the United
Nations.
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1.3 Concluding remarks:

The European Commission is well aware of the need to go beyond controls and to adopt a larger framework enabling the
promotion of good governance, to fight corruption in order to achieve sustainable results in terms of poverty reduction.
Corruption should not be addressed in isolation but integrated in strategies to support democratic governance reform
processes. Policy documents and concrete tools and financial instruments have been developed in the past five years
to provide incentives and assist partner countries in advancing on governance reforms.

Improved governance and fight against corruption have to be implemented through the consolidation of State capacities
to exercise its functions and to ensure effective service delivery to all its citizens. But it also implies the strengthening of
other governance actors, both from the public sphere and from civil society to ensure better accountability and trans-
parency of the State towards its citizens.

Progress registered in governance reforms over the last years have shown that to be effective governance improvements
are achievable through a combination of initiatives and actions at local, national and international levels.

At country level, positive results of external assistance are often grounded in initiatives driven by local change agents
who are able, with some assistance, to sustain a reform agenda and instigate institutional changes for sustainable
improvements.

A the same time, national governance reforms can be greatly stimulated and facilitated by targeted international initiatives
where the responsibility for improving governance lays on both the «supplier» and the «consumer» of critical commodities
and products. These international initiatives must be therefore further strengthened.

Existing regional and international legal instruments on anti corruption also provide a very comprehensive framework
for effective anti corruption strategies: the challenge lies in their transposition in the national systems. The European
Commission needs to further increase its efforts to assist willing countries in their implementation.
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CHAPTER THREE: ASSESSING CORRUPTION
AND MONITORING ANTI-CORRUPTION

Assessing corruption or monitoring anti-corruption efforts can help mitigate risks inherent in development programmes and
projects. These are the risk of misuse of funds (fiduciary risk); the risk that corruption will undermine donor country citizen
support to aid (reputational risk); and the risk that corruption will undermine the development objectives of programmes or
projects (development risk). Assessing corruption and monitoring anti-corruption reforms is therefore a key step and a building
block for both orienting the European Union political dialogue with partner countries, European Commission’s policy dialogue
and designing relevant measures to be integrated in EU development cooperation both related to the reform of core govern-
ance systems and to sector level reforms.

Over time the application of corruption assessments has evolved. In the 1990s there was a proliferation of cross-country indices,
including assessments of corruption such as Transparency International’s (TI's) Corruption Perception Index (CPI) and the World
Bank’s Governance Indicators (WBGI). The CPl and WGBI have been important for putting corruption on the agenda of global
policy-makers'®'. By the early 2000s, the fight against corruption was established as a priority for the public and private sectors,
but this led to a clear need for assessment tools to show changes over time as well as to compare countries with each other. A
‘second-generation’ of tools was subsequently developed. This includes tools that measure the actual experiences of people
in addition to their perceptions (e.g. TI's Global Corruption Barometer'®?), and other tools that assess anti-corruption systems,
standards and practices (e.g. the World Bank Public Expenditure and Financial Accountability (PEFA) Framework3).

These second generation tools expanded and developed over time to what could be called ‘third generation’ tools. These
third generation tools go beyond their predecessors to provide a more nuanced assessment of corruption issues in specific
contexts. For example, the World Bank’s Actionable Governance Indicators'® assess governance, but are also specifically
designed to give greater clarity regarding the steps governments can take to improve governance and, as a consequence,
improve their ratings.

As a result of these developments there has been a proliferation of governance tools and indicators (see Figure 2). There are
many tools for governance assessment but this chapter focuses on corruption tools.

Figure 2: The mushrooming of indicators'%®
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1017 Heinrich, F. and Hodess, R., 2011, ‘Measuring Corruption’, in Graycar, A. and Smith, R. (eds),
‘Handbook of Global Research in Corruption’, Cheltenham: Edward Elgar.

102 http://www.transparency.org/policy_research/surveys_indices/gcb
108 http://www.pefa.org
104 http://go.worldbank.org/BN5GB741V/0

105 http://www.unodc.org/documents/treaties/UNCAC/WorkingGroups/workinggroup4/2010-December-13-15/
Presentations/Anga_Timilsina_-_UNDP_AC_measurement_Dec14_2010.pdf
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To assist governance and development practitioners, as well as sector experts, in their task of public policy reform and
evidence-based advocacy the European Commission became part of a joint initiative with Transparency International,
the UNDP, the World Bank and other stakeholders (notably research centres in Europe and in developing countries).
This initiative, known as the GATEway project, aims to make more efficient use of existing corruption assessment and
integrity measurement tools that target both global indexes and sector related tools. The GATEway'% project involves
mapping, codifying and clustering existing tools, and providing tool users with guidance on the strengths and weak-
nesses of the different assessment approaches. This information will be made available through an online web platform
to be launched in late 2011.

The third chapter of this concept paper provides initial orientations and guidance on the key issues and challenges
to have in mind when seeking effective assessments of corruption or anti-corruption efforts. It also proposes a set
of practical steps for organising this kind of analysis, while the GATEway project will provide targeted orientations on
sector (such as education, health, water and sanitation, justice) and process (such as political parties financing, public
procurement, budget monitoring) related analysis.

Section 1: Introduction

Key points:

e Each corruption assessment has unique factors.
e There are a variety of corruption tools, each suited for a different context.
e Choose the purpose, focus and the most-suited data sources to identify the appropriate tool for the specific context.

Measuring corruption is a challenging process. As Chapter One shows, corruption is highly variable and dependent on
context. It can only be measured indirectly and requires nuanced and tailored measurements. Finding an appropriate
measure has been difficult in the past, but over the last decade there has been a substantial growth of governance
indicators, some of which are focused explicitly on corruption.

This chapter seeks to guide the EU staff through the range of tools and instruments available for assessing levels of cor-
ruption and monitoring anti-corruption. It highlights the key questions users must ask when designing an assessment:
e What is the particular purpose of the assessment (e.g. awareness raising, coalition-building, programme failure)?

e What is the level or focal point of the analysis (e.g. at the sector level, focusing on an organisation, at the national level)?
e \What data is most suited (e.g. desk-studies, interviews, surveys)?

Thinking through these questions allows users to find an assessment tool that meets their objectives and is suitable for

their context. There is currently a wide range of users of corruption and broader governance indicators:

¢ Development agencies and practitioners: Used in country strategy documents, supporting analysis (e.g. Gov-
ernance Profiles), to determine aid allocation and to a lesser extent donor accountability, managing for results and
demonstrating value for money to taxpayers. They have been used as a tool for policy dialogue with governments
and are increasingly included in budget support performance assessment frameworks, including their use as dis-
bursement triggers.

e Governments and civil society: Used in monitoring frameworks for national poverty reduction strategies, reform
programmes, and by some countries to demonstrate reform with a view to improving their international rankings.

¢ Academics and researchers: Used to explore the determinants and development consequences of good govern-
ance.

¢ International advocacy and human rights organisations: Used to spur public interest and to apply pressure on
governments.

¢ Media: Used as easily communicable ratings.

¢ International investors: Used to assess political risks and the costs of doing business, including the impacts of
regulatory measures and corruption.

Different users have different objectives based on their organisations, task mandates, and objectives. With this growth
of users there has also been a growth in the number of purposes for corruption assessments. Over time the application
of corruption assessments has evolved from using corruption assessments primarily to help promote the fight against
corruption, to using them to compare levels of corruption over time and space, to using them to provide a comprehensive
and nuanced assessment of corruption issues in a specific context'?,

106 http://www.transparency.org/tools/gateway

107 Heinrich, F. and Hodess, R., 2011, ‘Measuring Corruption’, in Graycar, A. and Smith, R. (eds),
‘Handbook of Global Research in Corruption’, Cheltenham: Edward Elgar.
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This can notably be demonstrated by the three tools: the Transparency International Corruption Perceptions Index
(CP), the Transparency International Global Corruption Barometer (GCB) and the World Bank Actionable Governance
Indicators (AGI).

The Corruption Perceptions Index (CPI) first released in 1995, is arguably the best known corruption tool. It ranks
countries by their perceived levels of corruption, as determined by (predominately foreign) expert assessments and
opinion surveys. It has been used to raise awareness of corruption and highlight it as a factor detrimental to develop-
ment. The Global Corruption Barometer (GCB) is a public opinion survey that assesses how corruption is viewed at a
national level and includes people’s experience of corruption in the past year. This inclusion would allow it to be more
responsive when used to assess changes in country corruption over time. The Actionable Governance Indicators (AGI)
developed from 2007 aim to provide information on the discrete elements of governance reforms. They provide greater
clarity regarding the steps governments can take to improve their scores on an indicator, i.e. if the government suc-
cessfully undertakes reforms in certain areas, relevant indicator(s) will respond in a favourable direction. Policy-makers
increasingly turn to corruption assessments to identify where action can be taken to combat corruption. The Actionable
Governance Indicators (AGI) is an example of a tool that does just this. As opposed to the wider corruption or govern-
ance indicators ‘actionable’ indicators aims to drill down to specific governance elements to identify opportunities for
reform. For example, human development AGls related to education include absenteeism, time on task, under the table
payments, and completion rates'8,

[t would be better to use indicators which not only highlight opportunities but guide policy-makers towards the most
worthwhile reforms - what can be termed as ‘action-worthy’ indicators. An example of an actionable but not neces-
sarily action-worthy indicator could be whether or not a country has an independent anti-corruption agency (ACA). If it
did not, an ACA could be created, but this might not be the best use of resources if the institutional climate is likely to
hinder the independence of any ACA. Although ‘actionable’, this indicator on its own is not guaranteed to help reduce
corruption'®. Whether an indicator is action-worthy would depend very much on the context, something that is more
likely to come through if used in conjunction with political economy analysis (PEA).

When designing corruption measures it is therefore important that the tools and indicators used are fit for the purpose
for which they are intended.

Section 2: Purpose

Key points:

e Different corruption assessments serve different objectives or purposes.

e Certain tools respond to specific purposes better than other.

e Tools, especially some of the most popular tools, are suited to raising awareness of corruption but not to guiding policy-
makers on suitable reform.

There are now a large number of tools and indicators available for corruption assessment. Though many of them have
similar names, they often have distinctly different purposes. Clearly identifying the purpose or objective of the assess-
ment is a crucial first step to preparing an assessment. Common purposes include:

¢ Diagnosis: To determine the drivers of corruption and the blockages to reform.

¢ Early-warning: To identify areas and individuals vulnerable to corruption.

e Awareness-raising: To improve common understanding of the effect of corruption on development and promote
fighting corruption as a priority of development programmes (see Box 14 below).

¢ Coalition-building: To build consensus and to strengthen and sustain political will for governance reform.

¢ Monitoring: To evaluate progress of anti-corruption programmes and projects.

¢ Research guidance: To identify areas to focus on for research.

¢ Political and policy dialogue: To promote policy dialogue in relation to corruption and wider governance issues.

¢ Fiduciary risk: To assess the risk that funds are not used for the intended purposes; do not achieve value for money;
and/or are not properly accounted for.

¢ Programme failure: To identify whether corruption has been a contributory factor to programme failure.

108 http://siteresources.worldbank.org/EXTPUBLICSECTORANDGOVERNANCE/Resources/286304-1235411288968/
fULLVERSION. pdf?resourceuriname=fULLvVERSION.pdf It should be noted that the AGls are not the only source of actionable
indicators, and there is a great deal of information that may already be produced locally that could guide policy.

109 http://siteresources.worldbank.org/INTWBIGOVANTCOR/
Resources/1740479-1149112210081/2604389-1167941884942/0On_Measuring_Governance.pdf .
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Box 14: Transparency International’s Corruption Perceptions Index (CPI)

The Transparency International Corruption Perceptions Index (CPI) was launched in 1995 and aims every year to rank almost
200 countries by their perceived levels of corruption. It is a ‘survey of surveys’, bringing together expert assessments and opi-
nion surveys from around the world into a composite index. In 2010, Denmark, New Zealand and Singapore topped the chart,
with a score of 9.3 each, while Somalia was ranked the most corrupt country in the world, according to perceptions, at 1.1.
As Transparency International point out, the CPI ‘has been widely credited with putting the issue of corruption on the international
policy agenda’1. It is an extremely helpful tool for awareness raising, at both national and international levels, and shifts either
up or down the Index offer real opportunities for opening policy dialogue with partner countries. Put simply, governments do not
like to see their countries rank badly on the CPI, as they know it will adversely affect their image globally. Businesses, donors,
neighbours and citizens all pay attention to the CPI.

What the CPl is not, however, is a tool that measures corruption levels. It only measures perceptions, mainly of international
business people, and so may be subject to significant bias. Although it can tell us an interesting story about how countries
compare in term of perceived corruption levels, it tells us nothing about levels of corruption at the sub-national or sector level. It
is not ‘hard” empirical data, and some critics argue against evidential data on which the index is based is often scant for some
countries, making them problematic to rank2. Even if one were to see the TI-CPI as ‘hard data’, it does not rigorously analyse
whether the difference in ranking between countries is statistically significant.

In short, the CPl is an advocacy tool par excellence, but should not be relied upon as a tool for measuring corruption, certainly
not in isolation.

1 Transparency International, 2011, Corruption Perceptions Index, See http://transparency.org/policy_research/surveys_indices/cpi

2 See Andersson, S. and Heywood, P, (2009) The politics of perception: use and abuse of Transparency International’s approach to
measuring corruption. I, 57(4): 746-67, and Sampford, C., Shacklock, A., Connors, C. and Galtung, F. (Eds) (2006) Measuring Corruption.
Aldershot: Ashgate

For EU and other donor staff, likely purposes for this sort of assessment include political reporting, risk analysis linked
to budget support, specific corruption assessment linked to sector reform (including both policy dialogue and design of
operations) and monitoring trends in democratic and economic governance reforms and so on.

When defining the purpose another aspect to consider is the area of focus (illustrated by Figure 3). In particular, is the
area ‘corruption’ or ‘anti-corruption’? Measuring corruption is based on perceptions and experiences of the general
population, public sector, private sector, and/or experts. Anti-corruption or integrity assessment is based on compliance
monitoring of local, national or international policies and conventions, as well as diagnostic assessments of institutions,
processes, sectors and/or at the local level. There may also be a need to focus on a particular sector, such as the public
sector, or a specific institution.
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Figure 3: Taxonomy of corruption tools
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Section 3: Level

Key points:

e Tools can address different levels: supranational, multi-country, national, sub-national, sectoral, organisational, and multi-level.
e Corruption assessments at one level may not be generalisable.
e Assessments will vary significantly depending on which levels are included in the assessment.

There are different levels at which the assessment could focus for which different tools would be appropriate. There is
significant overlap between levels (e.g. Global Integrity can be multi-country, supranational and multi-level). Levels can
be defined as following:

Supranational: Extending beyond or transcending national boundaries (e.g. Corruption Monitoring System (CMS)
of the Center for the Study of Democracy''?)

Multi-country: Covering a number of different countries (e.g. Global Integrity Index'"). There are a number of meth-
odologies for multi-country assessments.

National: Focusing on aspects within an individual country (e.g. National Integrity System''?). In many cases tools
have been tailored for a specific country context. (See section five :National Level Tools)

Sub-national: Focusing on local governance dynamics (e.g. Good Governance for Local Development: GOFOR-
GOLD Index'3)

Sectoral: Focusing on a specific sector such as service delivery sectors (e.g. National Health accounts'). In some
cases it has been necessary to create new sectoral tool specific tot that context. (See section five: Sector and Prob-
lem Level Tools)

Organisational: Focusing on a particular department, ministry or institution.

110 http://www.csd.bg/artShow.php?id=15531
111 http://report.globalintegrity.org/globallndex.cfm

112 http://www.transparency.org/policy_research/nis
113 http://www.gaportal.org/tools/good-governance-local-development-%E2%80%93-goforgold-index
114 http://www.who.int/nha/en/
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¢ Multi-level: Focusing on several levels (e.g. Bertelsmann Transformation Index''9). This can be, for example, a focus
at the national, sub-national and supra-national level.

Levels of corruption and perceptions of corruption can vary significantly between levels. A corruption assessment with a
focus or emphasis on a particular level may not be generalisable. This is especially the case in relation to the public and
private sector where inclusion or exclusion of the private sector perceptions in an assessment can significantly affect
the results (see Figure 4 in 2007 below).

Section 4: Data collection method

Key points:

e Type and source of data collected for assessment profoundly impacts the results.
e |tis important to understand what makes up an indicator.
e Perception data and tools based on perception data must be interpreted in context.

Good data is essential for a good assessment. However, corruption as an illicit activity is often intentionally obscured
making it hard to obtain good data. Furthermore in developing countries there may not be the capacity to gather relevant
data. Corruption assessments are designed to make assessments based on the limited data but the choice of data
source ultimately affects the outcome.

4.1 How is the information gathered?

Assessments on anti-corruption are determined by what data is collected, how it is collected and by whom. The choice
and method of data collection has profound impacts on the results. Figure 4 demonstrates how three different types of
assessment of China, Thailand and India produced markedly different rankings, attributable to differences in the data
used. The World Bank Control of Corruption assesses corruption in the public and private sector as perceived by experts
and opinion polls; the Transparency International Corruptions Perception Index (CPI) assesses corruption in the public
sector as perceived by experts (notably foreign experts); the Global Integrity Index assesses the existence, effectiveness
and citizen access to anti-corruption mechanisms, assessed by national experts.

Figure 4: Comparison between three types of assessments in 2007

Corruption indices for China: Variations in rankings

China @
Thailand @
India @

World Bank - Transparency Global Integrety
Control of corruption International - CPI Index

Source: UNDP

The World Bank Control of Corruption and the Transparency International Corruptions Perception Index (CPI) also show differ-
ent trends of corruption over time with China showing improvement between 2004 and 2006 with Control of Corruption and
worsening with the CPI (see Figure 5).

115 http://www.bertelsmann-transformation-index.de/en/bti/
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Figure 5: Comparison between two different assessments over time
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Source: UNDP

Other factors affect the quality of data collected. Integrity and independence are important criteria for those collecting
data — those reporting on cases of corruption need to have confidence and trust in them. Those gathering data or the
organisations they represent may have values and beliefs that bias the way in which data is gathered. There may be
language, cultural or geographical barriers or resource limitations. Those designated experts will have differing opinions
depending on whether they are from the country in question or foreign experts. It is important that those collecting data
ensure that it is secure and that there is an appropriate degree of confidentiality.

Various methods and combinations of methods can be employed to gather information. The main methods are:

¢ Desk-study: This method can be used to identify de jure provisions in constitutions or legislation as well as reports
on observed corrupt practices or anti-corruption measures. This method is ultimately dependent on the quality of the
information available.

¢ Interviews: Interviewers should be well-trained, have a good understanding of the data and be able to elicit insightful
responses from interviewees.

e Focus groups: This is a participatory approach, often involving open questions and free thinking, where a high level
of trust among participants is desirable.

e Surveys, either postal survey or Internet: Postal surveys can be effective on areas with a literate target popula-
tion and a working postal system. Internet surveys can be used where there is a literate target population who have
access and inclination to respond by internet.

e Expert coding of narrative reports: Academics or other experts can be employed to go through narrative reports,
identify incidents of corruption (or anti-corruption efforts) and code them accordingly.

4.2 What types of data can we get?

Anti-corruption tools and indicators employ one of the following types of data:

¢ Objective: These are indisputable facts such as written provisions, policy measures or reports from established bod-
ies such as the Auditor General or Public Accounts Committee.

e Perception: These are based on the views and opinions of people either resident in the area or outside of it. They
are usually collected through surveys, but can also be collected through interviews and focus group discussions.

e Composite indicators: This is a mixture of objective and/or perception measures to produce a single measure.

The different types of data have varying advantages and disadvantages. In relation to perception data, those outside of the area
may have strongly differing views to those in within it. This can be due to differing norms and standards of conduct. Indicators,
and especially anti-corruption indicators, have underlying normative assumptions that are important to take into account.

Perception data may be most valuable where objective measures are weak or non-existent. However perception data
is prone to bias and will not necessarily be a true reflection of reality. There are time lags, with perceptions often slow to
change following improvements in (or worsening of) governance. Some environments stifle dissent or contain a culture
reluctant to air criticisms or negative opinions. Alternatively an increased awareness of corruption following a recent or
well-publicised series of incidents of corruption may mean more acts are classified as corruption, building a strong but
false sense of corruption. Better enforcement of anti-corruption measures means that more cases of corruption are

51



52

REFERENCE DOCUMENT N°10 - SUPPORTING ANTI-CORRUPTION REFORM IN PARTNER COUNTRIES: CONCEPTS, TOOLS AND AREAS FOR ACTION

disclosed, and can therefore lead to perceptions that corruption has increased. A high-profile anti-corruption drive may
increase the perception of corruption just when corruption is actually starting to be effectively combated. Other social
factors not related to corruption, per see, can also affect perceptions. For example, when measuring victimisation due
to corruption, respondents to surveys are more likely to perceive corruption when they tend to feel unsafe and have
been victims of other offences. Perception data must thus be interpreted in respect to the context.

Some indicators are effectively proxy measures for aspects of corruption difficult or impossible to measure. Proxy
measures use much more indirect ‘signals’ of corruption or measure anti-corruption processes or institutions. The link
between proxy measures and what they purport to measure can be contestable. For example, the number of corruption
cases brought to trial over a given period is a commmon proxy indicator. An increase in this number may indicate progress
in combating corruption or it could instead indicate the opposite — a greater incidence of corruption. Proxies may not
behave in a similar fashion to the target issue and respond differently to anti-corruption programming.

A growing area of research that may help us in better understanding why some anti-corruption efforts fail while others
succeed focuses on attitudes towards corruption. Attitudes are different from perceptions; attitudes are internal to a
respondent (e.g., ‘this is how | feel about corruption’), whereas perceptions are external (e.g., ‘this is how | feel about
everyone else’s corruption’). As such, attitudes have the potential to tell us a great deal about where societal pressure
for anti-corruption is likely to come from, or why there is not the societal pressure we might expect. 6

Methods used in analysis on attitudes towards corruption tend to be qualitative, involving one-on-one interviews and
focus group discussions. These can be done at any level — national, local, sectoral and so on — and can be designed
in a way that allows for cross-national comparison.

Box 15: Attitudes towards corruption at the country level: some examples

Two examples are provided here to demonstrate how this research can be used to inform better programme or project design. The
first is by Giorgio Blundo and Jean-Pierre Olivier de Sardan, who undertook an ethnographic study in Francophone West Africa
looking at the interaction between service providers and users. Although the participants were not asked directly about corruption,
the issue came up very strongly through the analysis and relates to the degrees of legitimacy for particular corrupt acts. These vary
from ‘tributes or tolls’, such as extortion or police road blocks, for example, which are widely seen as illegitimate, to ‘commission’
for llicit services, where participants were highly ambivalent, to ‘string-pulling’, favours and nepotism, which participants felt were
legitimate acts.

One policy implication of this is that programmes and projects that seek to eliminate corrupt activities that a majority of citizens
feel are legitimate or are ambivalent towards are very likely to be hard to push through. Using citizen intolerance as an entry point
could prove to be much more effective; in other words, focusing resources on combating an activity that everyone condemns
— police roadblocks, for example — is likely to find more support and thus be more successful. It is possible that winning an
easier success may also build greater support for combating other types of corrupt activities, moving up to behaviours that
may be largely tolerated and then finally move on to those that are seen by society as being legitimate (e.g., non-meritocratic
recruitment in the public sector).

The second is by Heather Marquette, Vinod Pavarala and Antonia Simbine, who used interviews and focus group discussions to
assess the relationship between religion and attitudes towards corruption in India and Nigeria. Both countries rank very high in
the Corruption Perceptions Index (CPI) and also rank very high in measures of religiosity, and it has been suggested that religion
and religious organisations may have a role to play in anti-corruption work in both countries. However, evidence from their study
suggests that although participants without exception strongly condemned the corruption they saw around them, there was a
strong tendency to explain away their own behaviour. In both countries, participants saw religious organisations as being part of
the problem, rather than the solution, due to high levels of corruption within organisations. Indeed, one participant said that, ‘We
make God a stakeholder in corruption’. However, most participants also believed that religious organisations should play a role.

One policy implication from this study is that religious organisations can only play this role if they are trusted; however, trust
is low in both countries, including trust in religious leaders and organisations. Even if religious leaders and organisations are
trusted (and some are, of course), religion is typically understood to be good at building inter-group trust, not intra-group trust.
In countries like India and Nigeria, where religious conflict is a significant problem, care must be taken that religious messages
on corruption do not create (further) divisions between adherents of different religions. Rather than encouraging or supporting
individual leaders or religious organisations, support would be best targeted at inter-faith initiatives where the risks of unintended
consequences (i.e., creating even more religious conflict) are lower.

1 Blundo, G. & Olivier de Sardan, J-P. 2006. Everyday Corruption and the State: Citizens and Public Officials in Africa, London: Zed Books.

2 Marquette, H. 2011 (forthcoming). Religion and Attitudes towards Corruption in India and Nigeria, RaD Working Paper, available at www.rad.
bham.ac.uk (see the website for further working papers and policy briefs).

116 Not only are attitudes not the same thing as perceptions, respondents’ own attitudes affect the way they respond to
survey questions regarding perceptions. This should be taken into account when looking at survey data.
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4.3 Data sources

Anti-corruption tools and indicators are based on four types of data, which themselves are based upon first-hand

knowledge or direct experience. These are:

e Written de jure provisions: These include standards, codes and treaties such as the UNCAC, IMF codes on fiscal
transparency and national legislation.

e Event reports: These are reports or recordings of events which account incidents of corruption or demonstrations of
system integrity. These can be from media sources, non-governmental organisations, as well as watchdog organisa-
tions such as anti-corruption agencies or supreme audit institutions.

¢ Narrative reports: These are reports produced by observers and researchers such as international organisations,
government departments or companies.

e Surveys: These can be disseminated via the internet, the post or through interviewers.

In addition to these first-hand or primary sources there are other secondary sources such as:

¢ National Audit / Auditor-General reports: Analyses of the financial conduct of other government departments,
agencies or public bodies usually carried out by a notionally autonomous government body.

¢ Public Anti-Corruption Agency/Commission reports: Reports by bodies established to investigate incidents of
corruption.

¢ Political economy analyses: Analyses of country context to identify factors and dynamics that influence governance
and would impact upon governance reform.

¢ Integrity assessments: Evaluations of a country’s safeguards against corruption based, in part, through a review of
laws, policies and existing research studies.

e Academic studies: Work undertaken by academic researchers, often synthesising primary sources.

¢ External risk assessments: Assessments produced primarily for foreign actors, such as investors and companies,
usually based on written material, media reports and local informants.

The choice of data source can have an impact on relations between the assessor and the assessed. Engaging with
the country under review and incorporating locally-produced documentation can help build capacity and support local
review processes. In fact, analysing national legislation and using auditor general and anti-corruption agency reports
might provide more legitimacy as a basis of dialogue with partner country authorities than externally produced reports.
Results of widely available and well known surveys (even if done by external actors) might also represent very good
entry points for discussions, notably if they are used by local media. Again, this highlights the need to think about how
different data sources, including political economy analysis (PEA), can be combined in order to produce the best result.

4.4 Challenges of anti-corruption tools and indicators

Though governance indicators are widely used, in many cases it seems users do not grasp their strengths, limitations,
and possible alternatives. No single source of data or tool will offer a definitive measurement and an accurate and valu-
able assessment depends on an understanding of the various tools and indicators and tailoring them to the context.
Users should be aware of the areas of confusion and the limitations and pitfalls of tools and indicators.

Avoid only using the popular but inappropriate indicators (especially to guide reform): Following the launch of
the UN’s Human Development Index in 1990 there was a proliferation of cross-country indices on a range of political,
social and economic issues. The Transparency International’s Corruption Perception Index, which started in 1994, and
the World Bank’s Governance Indicators (WBGI), which started in 1996, became the most noted indices on corrup-
tion. These two indicators are based on perception data and though such data correlates well with experience data
from newer indices'”, the CPI and WBGI are less useful in programmes and projects than newer, more focused tools.
Perception data, being slow to change, will not be sufficiently responsive to efforts to fight corruption. The CPI and WG
can tell us very little about corruption within a country. As such, they may be useful in political dialogue or in advocacy
but do not provide appropriate data for national or sectoral level planning. Appropriate assessment tools for program-
ming should provide a comprehensive and nuanced assessment of a specific corruption issue in that specific context.
Despite this, there continues to be an over-reliance on a small number of the available indicators such as the CPI and
WBGI'®, most likely due to lack of user familiarity with other tools.

Be aware what makes up an indicator: Some contend that governance indicators do not, in fact, measure the
governance aspects they claim to''°. Some'® criticise the widely-used World Bank Worldwide Governance Indicators,

117 Heinrich, F. and Hodess, R., 2011, ‘Measuring Corruption’, in Graycar, A. and Smith, R. (eds),
‘Handbook of Global Research in Corruption’, Cheltenham. Edward Elgar.

118 Arndt C., 2008, ‘The Politics of Governance Ratings’, International Public Management Journal, vol. 11, no. 3, pp 275 — 297.
119 Thomas, M.A. 2007. “What do the Worldwide Governance Indicators measure?”, Working Paper, Johns Hopkins University.
120 Igbal, K. and Shah, A., 2008, ‘How Do Worldwide Governance Indicators Measure Up?’, World Bank
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arguing that it lacks a conceptual framework of governance, are biased towards Western business perspectives, ignore
citizens’ evaluations and should not be used for comparisons between countries and over time. Many tools are based on
aggregates of large datasets which when aggregated can produce markedly different conclusions than based on more
specific data or differing methodologies. Margins of error in assessment must be taken into account; countries that seem
1o have progressed or worsened in rankings in comparison to other countries may not have done upon closer inspection.

Do not try to reduce the unquantifiable to numbers: As Albert Einstein put it ‘Not everything that can be counted
counts, and not everything that counts can be counted’. Essentially, not everything can be reduced to numerical val-
ues and that which can be measured numerically may not be the most crucial information. Contextual and qualitative
information is often necessary to supplement quantitative assessment data and provide a true picture of corruption or
progress of anti-corruption reforms.

When required choose indicators that are designed to guide policy: Assessments may identify weaknesses in
governance systems that give rise to corruption but do not give any indication for what can or should be done to resolve
these weaknesses. The most effective assessments would provide information that would guide policy-makers as to
where to act —i.e., ‘actionable’ indicators — and to suggest which changes would most improve governance weak-
nesses —i.e., ‘action-worthy’.

Ensure input and output indicators complement each other: Input indicators relate to the existence and quality of
institutions, rules and procedures. Output or outcome indicators are the results or behaviour of these institutions, rules
and procedures. In an assessment these should complement each other. For example, if the output indicator is transpar-
ency in local government operations a corresponding input indicator would be the existence of public fora for citizens
to discuss their view with locally elected officials (UNDP, 2008'2"). Another example would be an output indicator of
perception of equal participation of women in all aspects of social and political life, and the corresponding input indicator
could be percentage of journalists or civil servants who are women (ibid). By ensuring that input and output indicators
assess the same issue and work in complement, the assessment conclusions would be more actionable and valid.

Ensure you pay attention to the impact of corruption on disadvantaged and the most affected groups: Cor-
ruption affects different individuals in society in varying degrees. In particular the poor suffer disproportionately through
forgoing income for bribes and through worsening service quality. Also, women more often than men tend to be the
victims of corruption. Assessments need to be sensitive to the impacts on different groups and in particular be pro-
poor and gender sensitive. The indicators in the previous paragraph on complementary input and output indicators are
examples of pro-poor and gender sensitive indicators selected from UNDP’s Framework for Selecting Pro-Poor and
Gender Sensitive Indicators'?.

When appropriate measure integrity rather than measuring corruption: As opposed to measuring corruption
there are indicators that instead focus on the effectiveness of existing corruption safeguard mechanisms. For example,
Global Integrity’s Integrity Indicators assess the strengths and weaknesses of countries’ public sector anti-corruption
mechanisms by collecting data on the legal anti-corruption framework, as well as on its practical implementation. Integrity
assessments are often more ‘actionable’ than corruption assessments as they identify weaknesses or opportunities for
improvement within the existing mechanisms.

Take into account differences between de jure and de facto: A law may be established but this means little un-
less it is implemented. There are often discrepancies between formal policy statements and legislation, and observed
practices. Changes in law or organisational reform, including the establishment of anti-corruption agencies, may not
translate into impact on the ground. Consequently corruption assessments based excessively on formal statements
may not capture real levels of anti-corruption efforts. Such discrepancies between reforms and reality can be due to the
reforms being inappropriate, there being incentives that are perverse, lack of political will or a general lack of capacity
to enact changes. Effective political economy analysis could provide useful insight to identify whether legal and organi-
sational reforms (de jure) are likely to lead to actual changes in behaviour (de facto).

Do not assume causation where there is only correlation: It is often difficult to attribute changes in corruption
indicators to individual events or drivers. Various events or drivers may only be one of several factors which precipitate
change in corruption and in corresponding indicators.

Be aware of data limitation: In many cases data may be lacking or unreliable. This is especially so in fragile or
conflict-affected states. Data insufficiency is an important constraint when undertaking assessments. Data collection
processes may have to be started from scratch and it may take time to produce comprehensive and reliable data from
which conclusions can be drawn.

121 UNDR 2008, ‘A User’s Guide to Measuring Corruption Guide’, UNDP Oslo Governance Centre.
122 UNDR 2006, ‘Measuring Democratic Governance: A framework for selecting pro-poor and gender sensitive indicators’, UNDP,
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Section 5: Practical Steps

Key Points:

Step 1: Understand the country political economy by utilising existing analysis carried out by other donor partners or by com-
missioning a study.

Step 2: [dentify purpose, level and suitable data beforehand. Different corruption assessments can serve different purposes or

aide understanding of issues relevant to a specific sector or issue.
Step 3: Explore the range of tools and identify and adapt the most appropriate tools, if available.

It is important to try to ensure, where possible, consultation with stakeholders and policy dialogue to build informed, responsive,
constructive and sustained relationships between European Union staff, government officials, development partners and non-
state actors.

Corruption assessments can be quite straightforward. It is often not necessary to take extensive measures to undertake
a corruption assessment since a wide range of resources may already be available. The following section proposes key
steps, some of which users may have already carried out (i.e. Step 1) or will have been carried out (i.e. Step 3). These
suggested steps are proposed for EU staff for programming and operation implementation as well as for facilitating
reporting requirements and dialogue with partner countries.

Step 1: Understand the country political economy

Assessments should take place with a sound understanding of the country’s political economy. A robust political
economy analysis would help identify scope for change and to ensure that the areas assessed would be in control of
policy-makers. Ultimately, assessments would be most valuable where intervention is possible.

Essentially, political economy analysis is concerned with the interaction of political and economic processes in a society:
the distribution of power and wealth between different groups and individuals, and the processes that create, sustain
and transform these relationships over time. The idea behind this approach is that by basing country and sector strate-
gies, and programme design, implementation and monitoring on a clearer understanding of the political realities should
result in greater development effectiveness.

Donors have developed a range of analytical tools to assess the political economy, including the Department for In-
ternational Development’s Drivers of Change approach and the Strategic Governance and Corruption Assessment
(SGACA), development by the Netherlands. The European Union has also developed an assessment framework, within
their Programme and Project Cycle Management (PPCM) guidelines.

The European Commission’s Programme and Project Cycle Management (PPCM) Assessing the Country Context is
designed to help EU Delegations better understand the underlying factors that are shaping the incentives and behaviour
of key stakeholders in partner countries. The aim is to make better-informed judgements about what kind of external
interventions could best contribute to strengthening local incentives and capacity to improve development outcomes.

The methodology draws significantly on the SGACA approach (see Box 15), with some updating and a more operational
focus. As with the SGACA, the framework prompts the analyst to consider the dynamic interaction between three sets
of factors through consideration of a number of broad questions on:

e Foundational Factors that fundamentally shape the broad characteristics of the state and political system, including
the history of state formation, sources of revenue, the country’s geostrategic position, and embedded social and
economic structures. Many will have very long-term origins, and will tend to change only slowly.

¢ Rules of the game including formal and informal institutions of the state, civil society and the private sector that shape
how power is shared and how relationships are managed. These institutions can be «sticky» (resistant to change),
but can also change significantly over the medium term, either through direct changes to formal rules or in response
to more indirect pressures (for example, changes in global or regional markets) that change incentives and power
relationships.

e Here and Now covers both how political processes are playing out on a day-to-day basis («games within the rules»),
and ways in which the current context and specific «events» shape these processes (for example an impending elec-
tion, an external security threat, a financial crisis, or perhaps a natural disaster).

Following this analysis, the Framework guides thinking about the underlying factors supporting or impeding development
in a particular country context; what local pressures exist to improve development outcomes; and the scope for effective
external intervention. There is no direct read-across from analysis to programming: the development challenges revealed
by political economy analysis may not be amenable to short-term, aid funded solutions. To be effective, Delegations
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need to find strategic ways to engage with the political economy factors at work in a specific country context over the
medium term, with a view to supporting a progressive direction of change. Such strategies may involve indirect ways
of shifting incentives of key actors, and encompass trade and diplomatic policies as well as aid.

Box 16: The Strategic Corruption and Governance Assessment (SGACA)

This Framework was developed by the Clingendael Institute for the Netherlands Ministry of Foreign Affairs and its Embassies.
It was designed as a tool to build on and enhance previous efforts at analysing the governance climate in partner countries by
facilitating a more strategic approach. The purpose of this work is to provide a basis on which Embassies can critically review
country-level strategies and priorities, to see whether things could or should be done differently, or whether different things
could or should be done. The key part of the framework is the Power and Change Analysis, which is the heart of the framework
and focuses on non-formal practices and relationships and links between formal and informal institutions. It seeks to explain
the basis for state-society relationships and high levels of corruption, low legitimacy of state institutions, weak commitment to
human rights and poverty reduction. Three sets of factors are addressed: the major characteristics of a political system, which
change slowly; state-society interaction, which change in the medium term and the interaction of actors in the current context,
which change quickly. The findings from this analysis are discussed in a two-day workshop and a Strategic Choices document
is developed, which presents the outcomes.

http.//www.clingendael.nl/publications/2007/2007 1000_cru_occ_unsworth.pdf

Step 2: Identify purpose, level and suitable data

Think through what the purpose of the assessment is and identify which level will be targeted. Choose the most ap-
propriate data sources, keeping in mind the environment in which the assessment will take place. The overall purpose
of the assessment will help in identifying the level of analysis and type of data required (see Section 2).

Box 17: Combating corruption through Performance
Assessment Frameworks (PAF) for Budget Support

Budget support has become an increasingly important modality for the provision of aid. Evidence suggests that countries
that have received large amounts of budget support tend to perform better against several MDG indicators than those who
have received little or no budget support, irrespective of policy environment, income status and aid dependencyi. There are,
however, concerns that budget support enables corrupt officials to have greater discretion to direct fungible aid to serve their
own personal interests.

In response, ‘corruption related indicators’ have been integrated by donors into the Performance Assessment Frameworks (PAFs)
used to monitor the result of budget support. However it is unclear how effective these are. For example, NORAD’s Malawi PAF
includes the average number of months for corruption cases to be completed and the percentage of corruption cases completed
within 12 months. This indicator only covers those cases of corruption which are prosecuted in the courts and there may be
other reported instances of corruption where those involved are not punished through the courts.

Forthcoming work by the U4 Anti-Corruption Centre (late 2011) will explore the ways in which anti-corruption and public integrity
have been addressed through the selection of PAF indicators. It aims to identify the stronger indicators and ways in which global
standards on corruption such as the United Nations Convention against Corruption can better be integrated.

Beynon, J. and Dasu, A., 2010, ‘Budget Support and MDG Performance’, Development Paper No. 2010/01, European Commission
http.//ec.europa.eu/development/icenter/files/europa_only/budget_support_MDG_performance_development_paper_en.pdf

The purpose of the assessment may, for example, be to form the basis of decisions on budget support. As the Green
Paper (2010) on EU Budget Support to Third Countries suggests, following an analysis of the political economy, including
government efforts to address identified weaknesses and available domestic resources, the objectives of the coopera-
tion and the most appropriate aid can be decided accordingly'?3.

A number of tools have been developed specifically to assess budget transparency and corruption reforms in order
to give more confidence to donors contributing funds to budget support. The Open Budget Survey (OBS) is one such
tool and is based on a detailed questionnaire to collect data on the public availability of budget information and other
accountable budgeting practices. This framework aims to: (i) assess and document the state of budget transparency
and accountability; (i) provide standards that governments can use as guides for improving their budget systems and
processes, and (jii) establish benchmarks against which governments can measure their progress.

1283 See: (http://ec.europa.eu/development/icenter/repository/green_paper_budget_support_third_countries_en.pdf)
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Many of the questions in the OBS focus on the contents and timeliness of the key budget documents that all countries
should issue, according to generally accepted good practice criteria for public sector financial management. The ques-
tionnaire also covers additional topics of importance to civil society, including factors related to legislative oversight,
such as whether or not the legislature holds public hearings on the budget, and on the role of the country’s independent
national audit office, also known as the supreme audit institution (Performance Assessment Frameworks are also used
in this context, as outlined in Box 16 above).

Corruption and poor governance manifest themselves differently according to the nature of service delivery and the
country specificities. It is therefore of key importance to take into account the country and sector contexts and specifi-
cities to identify the right entry points and drivers in order to have the most effective responses in prioritising interven-
tions both in terms of policy dialogue and programmes and project design. The European Commission should look
at a sequenced approach aiming at identifying risks and leakages in sectors, setting priorities, supporting targeted
anti-corruption measures and monitoring the progress made, notably in terms of the influence they would have on the
achievements of the most off-track MDGs.

A key starting point is to analyse the political economy at sector level. Various tools have been developed to understand
the sector context, including the World Bank’s Problem Driven Governance and Political Economy Analysis (PDGPEA).
Box 17 below briefly outlines examples where sector level analysis, including the PDGPEA, has been used. This frame-
work addresses governance and political economy analysis relating to particular problems, challenges, or opportunities.
Importantly, ‘problem-driven’ does not mean focusing exclusively on areas of difficulty but rather on specific questions
and challenges. Broadly speaking, the PDGPE has three main steps: (i) identifying the problem, issue or vulnerability to
be addressed, (i) mapping out the institutional and governance arrangements and weaknesses, and; (iii) drilling down to
the political economy drivers, both in terms of identifying obstacles to progressive change, and in terms of understanding
where potentially a ‘drive’ for positive change could be emerging from. This basic approach can be applied to analysis
at country, sector or project levels — with appropriate adaptation and tailoring to each level.

The European Commission has also developed a framework for ‘Analysing and Addressing Governance in Sector
Operations’. This framework focuses on three core elements of governance in a particular sector: context, actors as
well as governance and accountability relations. Analysing the context of sector governance: draws on many general
context analyses that are available from domestic and other sources. Mapping the actors — their interests, power and
incentives aims to identify organisations and individuals which are main stakeholders in the sector and those presently
playing an important role in governance and accountability relations in the sector. The framework proposes six clusters
of actors (non-state actors; checks and balance organisations; political system/government; core public agencies;
frontline service providers; and, donors, regional and international organisations). Some of the actors play different roles
and, thus, belong to more than one cluster.

The third step helps to analyse the governance and accountability relations between key actors in sector governance.
When looking at governance relations, the first task is to analyse the ‘mix’ of governance mechanisms that determine
the functioning of a sector. Four governance mechanisms, through which authority and power can be exercised, are
identified. The final step synthesises the findings from the previous three steps into a summary matrix. The matrix in-
cludes key features shaping and describing existing governance relations in the sector and key strengths, opportunities,
weaknesses and threats for change in governance and accountability on the demand and supply sides, respectively.
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Box 18: Sector Political Economy Examples: Zambian Agriculture and Dhaka Urban Transport

In 2002, DFID commissioned a study on the ‘Drivers for change in Zambian agriculture’. This study built on the first so-called Drivers
of Change study conducted in Bangladesh in 2002. At that point in time, DFID’s Drivers of Change approach had not yet developed
a framework that could be applied to analysis at sector level. Therefore, the study applied some of the lessons learned from country-
level Drivers of Change study in Bangladesh to the Zambian agriculture sector. The design of the sector-level Drivers for Change
study centres on sector policy environments, policy making processes in the agricultural sector and main political and other actors

that operate within the sector.
http://www.odi.org.uk/work/projects/03-food-security-forum/docs/d4c1.pdf

The Work Bank has undertaken a study applying the PDGPEA to the urban transport sector in Dhaka, Bangladesh. The purpose
of the exercise was to increase the World Bank’s understanding of the reasons why unsafe, polluting buses continue to operate
in Dhaka’s roads, despite efforts to regulate and reform bus operations. It utilises methods outlined in the World Bank’s PDGPE
and Political Economy Assessments of Sector and Project Levels. The assessment was therefore operationally focused and
linked to the design of the Bank’s support of the Clean Air and Sustainable Environment (CASE) project in Bangladesh.

See http://api.ning.com/files/-HcEeNyYj-JoRNIX7J-UF8VIy1RFc3K4D1HAopdQGmAZnkqtPipv6ZPZ51Jh2c2pkPgNzTWgllVWEbOCegrVRTUzPf

*yNH6G/PoliticalEconomyAnalysisofDhakaUrbanBusOperations. pdf

Another useful tool to help understand corruption risks at different levels is Value Chain Analysis. This tool helps in iden-
tifying risks and leakages by taking into account specific sector structures, relevant stakeholders, production processes
and market structures. A value chain analysis'* looking at the various processes undertaken and actors involved for
delivering services could help to identify the main vulnerabilities and related corruption risks at each stage of the chain

and to some extend provide information on the probabilities for risks occurring.

Box 19: Value chain analysis

Value Chain Analysis is a tool used predominantly by the private sector to break down the chain of activity when producing and
distributing a good and identifying the key activities which add value. Through this analysis, it is possible to identify weaknesses

in supply chains and distribution networks.
Figure: Value Chain Analysis in the Health Sector.
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The World Bank has applied the value chain approach to analyse process flows in projects and sectors. Through Value Chain
Analysis, analysts can assess risks and identify elements vulnerable to fraud and corruption. It can also be used to develop

strategies for combating corruption and improving governance.

This analysis can be done either simply, through a more formal approach, or through a resource intensive approach. The simple
approach uses anecdotal information from government officials, end-use consumers and others who work in the sector. The more
formal and comprehensive approach involves interviewing government officials, holding discussions with experts, consulting with
stakeholders and the involvement of local consultants with experience in the sector. The most resource intensive approach draws
information from international consultants with an extensive technical background as well as from local consultants who are familiar
with the political and economic conditions in the sector. There is no ‘right’ approach to Value Chain Analysis and even the simplest

approach can identify eighty per cent of the risk.

The Value Chain analysis is a useful tool for flagging up hotspots but has limitations. For example, there is rarely the degree
of control in the process flows of projects and sectors in developing countries as there would be in product development in

developed countries.

Source: GAC-in-Projects How-To Notes: Value Chain Analysis

http://siteresources.worldbank.org/EXTGOVANTICORR/Resources/3035863-1285875404494/100501_GACIP_ValueChainAnalysis.pdf

124 Notably used by the World Bank and the GTZ.




CHAPTER THREE: ASSESSING CORRUPTION AND MONITORING ANTI-CORRUPTION

Step 3: Explore the range of tools and identify and adapt the most appropriate tools, if available

[t is important to have a comprehensive understanding of the available tools and their indicators. The Transparency
International GATEway Project aims to undertake this and provide a database of tools accessible to users. When using
GATEway, users need to breakdown the indicators and identify what each indicator is measuring, their conceptual focus,
measurement methodology and other strengths and weaknesses.

Keeping purpose, level and data suitability in mind, users must identify tools and indicators that most suit those. If the
assessment is to guide policy, it is important that the indicators are actionable, action-worthy and complementary. In
some cases, it may be necessary to generate unique research to produce tools and indicators suitable to the objectives
in that situation. It is important to invest in proper design, which is easier to do if the purpose, level and data suitability
have already been established.

Section 6: What are the best written resources
to help choose tools and indicators?

There is a wide (and often confusing) range of literature available relating to the available tools and indicators on assess-
ing corruption. As a starting point, the following resources are recommended:

GATEway Project
http://www.transparency.org/tools/gateway

The GATEway project, funded by EuropeAid and implemented by Transparency International, is a stock-taking exercise
to compile, map and categorise existing corruption and anti-corruption assessment tools. It will produce a web platform
and online database of corruption tools; an accompanying manual; an analytical paper on strengths and weaknesses of
tools, gaps and best practices; and help develop a new tool responding to ‘gaps’ in corruption indicators. The project
aims to assist users of corruption assessment tools to better differentiate between the tools and to identify appropriate
tools for their situation.

Governance and Social Development Resource Centre (GSDRC)
http://www.gsdrc.org/

The GSDRC houses a searchable document library, a research helpdesk and various topic guides and introductory
guides on issues of governance, including corruption. Of particular relevance are:

e Political Economy Analysis Topic Guide: Governance Assessment
http://www.gsdrc.org/go/topic-guides/political-economy-analysis/governance-assessment

This section of the GSDRC Political Economy Analysis Topic Guide provides an overview of assessing governance in
complement to political economy analysis and provides links to other resources.

U4 Anti-Corruption Resource Centre
http://www.u4.no/

The U4 Anti-Corruption Resource Centre assists donor practitioners in more effectively addressing corruption challenges
through their development support. Like the GSDRC, U4 operates a helpdesk with searchable queries relating to cor-
ruption, including measuring and assessing corruption.

UNDP, 2008, ‘A User’s Guide to Measuring Corruption Guide’, UNDP Oslo Governance Centre
English:

http://www.undp.org/oslocentre/docs08/users_guide_measuring_corruption.pdf

French:

http://www.undp.org/oslocentre/docs08/users_guide_measuring_corruption_french.pdf

Spanish:

http://www.undp.org/oslocentre/docs08/users_guide_measuring_corruption_spanish.pdf

This guide, jointly produced by UNDP and Global Integrity, provides practical guidance as to how best to measure
corruption and how to use the data generated by measurement tools to inform policy formulation and further reform
agendas. It is composed of a literature review, a summary of findings from expert interviews and country case studies.

59



60

REFERENCE DOCUMENT N°10 - SUPPORTING ANTI-CORRUPTION REFORM IN PARTNER COUNTRIES: CONCEPTS, TOOLS AND AREAS FOR ACTION

World Bank Governance & Corruption (GAC) in Projects Database
http://go.worldbank.org/C4SVHWDDOO

This site provides a range of tools, practice notes and examples designed to help development practitioners improve
outcomes by promoting good practice in integrating governance and corruption issues into programme and project
planning and evaluation. It includes, for example, Guidance Notes on value chain analysis, political economy analysis
and other risk analysis tools.



CONCLUSION

CONCLUSION

This concept note has set out to provide relevant insights into the current thinking on anti-corruption in developing
countries. It aims to provide the EU staff in head quarters and delegations with useful tools to analyse corruption vis-
a-vis partner countries; to become better equipped to support the implementation of anti-corruption strategies and
policies; and to better identify relevant anti-corruption measures so as to improve the mainstreaming of anti-corruption
issues in the EU development assistance.

Indeed, the above chapters do not attempt to provide a general or broad-spectrum remedy for corruption; there is no
‘one size fits all’ process for dealing with corruption but appropriate solutions must always be local and context-specific.

Main Concepts

How corruption is defined affects how it is viewed, which policy approaches are adopted, and which approaches are deemed
1o be legitimate. Corruption — because of its multidimensional nature — cannot be understood through only one category of
definition. Policy-makers, seeking to improve the design of anti-corruption programmes, should incorporate an understanding
of the legal, socio-economic and anthropological definitions of corruption. Rather than seeking a definitive definition, policy-
makers should understand that each definition provides unique insights.

There are a number of useful forms and typologies of corruption such as grand versus petty corruption, and active versus
passive corruption. For the public sector, the United Nations Office for Drugs and Crime (UNODC) has developed a taxonomy
of forms of corruption forms such as bribery, embezzlement, and abuse of discretion. These are useful for understanding
various corrupt transactions in terms of their level and impact.

There are several domestic and external mechanisms underlying the emergence and development of corruption. An absence
of economic development can encourage corruption, which in turn restricts development and compounds poverty but there
is no firm, fixed correlation between any particular level of economic development and the incidence of corruption. Economic
liberalisation, state intervention and foreign investment can have unintended consequences including encouraging corrup-
tion. Weak institutions, inequality and external drivers such as international crime and offshore banking can also play a part.

The consequences of corruption are not limited to economic inefficiencies; it also reduces the provision of welfare in society,
undermines democracy and political institutions, contributes to social inequalities and conflict, constitutes a violation of human
rights and can have a potentially devastating impact upon the environment.

Addressing Corruption in a Globalised World

International efforts to recognise and prevent corruption have only gained popularity since the 1970s. The US Foreign
Corrupt Practices Act (FCPA) of 1977 was introduced following a number of corruption scandals involving Western-
owned multinationals abroad. In 1997, OECD member countries decided to curb bribe-giving in international business
with the creation and ratification of the 1997 OECD Convention on Combating Bribery of Foreign Public Officials in
International Business Transactions. Following this, a number of multilateral conventions have since been negotiated,
adopted and ratified, setting standards for the prevention, detection and sanctioning of corrupt behaviour.

The United Nations Convention against Corruption (UNCAC), which represents one of the most recent and extensive
Conventions to specifically recognise and tackle corruption, was adopted in 2003. UNCAC sets out to define and
criminalise the actions of corruption and requires States Parties to put in place effective anti-corruption policies. It aims
to provide a comprehensive, universally accepted legal instrument to prevent and combat corruption. In September
2005, the European Community, represented by the European Commission, signed the 2003 UNCAC and ratified it in
November 2008.

A number of regional anti-corruption conventions have also been adopted. This includes the Inter-American Convention
against Corruption of the Organisation of American States (OAS), the Council of Europe Criminal Law Convention on
Corruption, and the African Union Convention on Preventing and Combating Corruption.

A number of initiatives have also been developed over the last few years to address the problems that resource-abundant
countries can face. This includes the Extractive Industries Transparency Initiative, the Kimberley Process Certification
Scheme (for diamonds) and the Forest Law Enforcement, Governance and Trade.
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The EU staff particularly in delegations can support the use of conventions through their work. They can support lob-
bying for the signature and ratification of the conventions, as well as providing technical support and funding for their
implementation and monitoring.

Assessing Corruption and Monitoring Anti-Corruption

Assessing corruption or monitoring anti-corruption efforts can help mitigate risks inherent in development programmes
and projects. However, corruption is highly variable and dependent on context. It can only be measured indirectly and
requires nuanced and tailored measurements.

When designing a corruption assessment, users must ask themselves what is the particular purpose of their assessment;
what is the level or focal point of their analysis; and what data is most suited for it. Thinking through these questions
allows users to find an assessment tool that better meets their objectives and is suitable for their context.

The purpose of corruption assessments has evolved from being used primarily to help promote the fight against cor-
ruption, to using them to compare levels of corruption over time and space, to using them to provide a comprehensive
and nuanced assessment of corruption issues in a specific context. Purposes for corruption assessments now include
diagnosis, early-warning, awareness-raising, coalition-building, monitoring, research guidance, policy dialogue, fiduci-
ary risk and programme failure. For policy-makers designing corruption assessments, clearly identifying the purpose or
objective of the assessment is a crucial first step to preparing an assessment.

Another aspect that is essential is to consider the area of focus. In particular, is the area ‘corruption’ or ‘anti-corruption’?
Measuring corruption is based on perceptions and experiences of the general population, public sector, private sector
and/or experts. Anti-corruption or integrity assessment is based on compliance monitoring of local, national or inter-
national policies and conventions as well as diagnostic assessments of institutions, processes and/or sectors at the
local level.

There are different levels at which the assessment could focus for which different tools would be appropriate. There is
significant overlap between levels (e.g. Global Integrity can be multi-country, supranational and multi-level). Levels can
be defined as supranational, multi-country, national, sub-national, sectoral, organisational and multi-level. The extent of
corruption and perceptions of corruption can vary significantly between levels. A corruption assessment with a focus or
emphasis on a particular level may not be generalisable. This is especially the case in relation to the public and private
sectors where inclusion or exclusion of the private sector perceptions in an assessment can significantly affect the results.

Good data is essential for a good assessment; however, corruption as an illicit activity is often intentionally obscured,
making it hard to obtain good data. Furthermore, in developing countries there may not be the capacity to gather relevant
data. Corruption assessments are designed to make assessments based on limited data, but assessments are ultimately
determined by what data is collected, how it is collected and by whom. The choice and method of data collection has
profound impact on the results. Various methods and combinations of methods can be employed to gather informa-
tion. The main methods are: desk-study, interviews, focus group, postal surveys, internet surveys and expert coding
of narrative reports. Data can either be objective—indisputable facts, such as policy measures; perception—based on
people’s opinions; or composite —a mixture of objective and perception measures.

Perception data may be most valuable where objective measures are weak or non-existent, but it is prone to bias. There
are time lags, with perceptions often slow to change. Some environments stifle dissent or contain a culture reluctant
to air criticisms or negative opinions. Those outside of the area may have strongly differing views to those within it. An
increased awareness of corruption following a recent or well-publicised series of incidents of corruption may mean more
acts are classified as corruption, building a strong but false sense of corruption. A high-profile anti-corruption drive may
increase the perception of corruption just when corruption is actually starting to be effectively combated. Perception
data must thus be interpreted in respect to the context.

Anti-corruption tools and indicators are based on four types of data, which are based upon first-hand knowledge or
direct experience: written de jure provisions, event reports, narrative reports and surveys. In addition to these first-hand
or primary sources, there are other secondary sources, such as national Audit / Auditor-General reports, and public
Anti-Corruption Agency/Commission reports or academic studies.

No single source of data or tool will offer a definitive measurement, and an accurate and valuable assessment depends
on an understanding of the various tools and indicators and tailoring them to the context. One should be aware of the
areas of confusion and the limitations and pitfalls of tools and indicators. This includes an over-reliance on popular but
often inappropriate indicators, such as Transparency International’s Corruption Perception Index and the World Bank’s



CONCLUSION

Governance Indicators. When designing corruption measures, it is important that the tools and indicators used are fit
for the purpose for which they are intended.

One should also be aware what makes up an indicator and should not try to reduce the unquantifiable to numbers.
Indicators, and especially anti-corruption indicators, have underlying normative assumptions that are important to take
into account.

When required, users should choose tools and indicators that are designed to guide policy — so-called ‘actionable’
indicators. Tools, especially some of the most popular tools, are suited to raising awareness of corruption but not to
guiding policy-makers on suitable reform.

Input and output indicators should complement each other and attention is to be paid to the impact of corruption on
disadvantaged and the most affected groups. When appropriate, measure integrity (i.e. the effectiveness of existing
corruption safeguard mechanisms) rather than measuring corruption. Take into account differences between de jure
(i.e. written provisions) and de facto (i.e. the day-to-day implementation of such provisions). Finally, be aware of data
limitation and do not assume causation where there is only correlation.

Corruption assessments can be quite straightforward. It is often not necessary to take extensive measures to undertake
a corruption assessment. The key steps are: (1) understand the political economy (making use of existing analyses when-
ever possible); (2) identify purpose, level and suitable data; (3) explore the range of tools (with help from the GATEway
Project) and identify and adapt the most appropriate tools, if available; and (4) ensure monitoring.
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Useful websites

e Transparency International —www.transparency.org
Includes a wide range of resources, including their annual reports, corruption perception and bribery lists and a number
of working papers covering everything from procurement to nation-building to youth and much more

e U4 Anti-Corruption Resource Centre—www.U4.no
Includes a number of their own publications as well as summaries of, and links to, a large number of corruption
resources, grouped by theme for ease of use. U4 also has a number of resources, including a corruption glossary,
FAQs and tool kits

e Governance & Social Development Resource Centre —www.gsdrc.org
Includes an ‘Anti-Corruption Gateway’, as well as wide-ranging coverage of governance topics, such as civil service
reform, institutional development and service delivery

Includes resources particularly on bribery and the OECD convention, best practice guides and more.

e United Nations Convention Against Corruption (UNCAC)— http://www.unodc.org/unodc/en/treaties/CAC/index.html
Includes the full text of the convention as well as a range of tools, technical guides and listing of related events

e World Bank Anti-Corruption site—http://go.worldbank.org/QYRWVXVH40
Includes access to tools and data, annotated bibliographies and a range of other resources

e Anti-Corruption Research Network —http://corruptionresearchnetwork.org/
Contains access to corruption-related research, notification of events and so on.

e Global Integrity —http://www.globalintegrity.org/
Independent think-tank providing reports and toolkits on governance and corruption
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ANNEX 1: INTERNATIONAL CONVENTIONS
AGAINST CORRUPTION

Name Year Reach Measures Advantages Weaknesses Offences
UNCAC 2003  Global Prevention, Innovation - asset recovery, Monitoring Public/private
criminalization, broadest range Not all art. binding  recognized
international
cooperation
UNTOC 2001  Global Prevention, Joint investigations, special Reservation possible Public
criminalization, asset  investigative techniques
recovery, international
cooperation

ECOWAS 2001  Sub- Prevention, Wide scope Not in force Active and passive

Protocol on the Notin regional criminalization, bribery in the public

Fight against  force international and private sectors;

Corruption cooperation illicit enrichment,

false accounting

OAS 1996 Regional/  Prevention, First instrument in this Public

Inter-American inter- criminalization, field which recognizes

Convention regional international the international reach of

against cooperation corruption and the need

Corruption to promote and facilitate

cooperation

ADB-OECD 2001 Regional  Prevention, Provides a regional All principles are Limited

Action Plan Asia- criminalization, cooperation framework legally non-binding  interpretation of
Pacific international providing improved creating risk of failure corruption offences,

cooperation mutual law enforcement to develop common  only including
measures, extradition, assistance, including standards. bribery and money
recovery of assets, extradition,investigations,  Preventive provisions laundering, non-
3 pillars (integrity of as well as confiscation, drafted very broadly, binding
public service, private seizure and repatriation of  allowing for wide
sector,involvement of  proceeds of corruption interpretation
civil society) and discretionary
practice.

OECD 1997  Global/ Criminalisation Addresses supply side of  Unresolved: foreign  Bribery - foreign
inter- and mutual international corruption political parties, public officials
regional legal assistance with regard to the main role of off-shore

measures, as well exporting nations. Provides centers in bribery
as requirements for extensive and rigorous  transactions.
regarding company  monitoring of countries’
accounting compliance with the

Convention

SADC Protocol 2001 Regional/ Prevention and First sub-regional anti- Public

against sub- enforcement, judicial ~ corruption treaty in Africa,

Corruption regional cooperation (MLA, broad range of preventive

extradition) measures, confiscation

AU Convention 2003 Regional Prevention, Comprehensive approach, Not in force bribery (domestic or

on Prevention criminalization, mandatory provisions foreign), diversion of

and Combating regional cooperation, on transparency in property by public

Corruption mutual legal political party funding, on officials, trading

assistance and declaration of assets by in influence, illicit
recovery of assets public officials, restrictions enrichment, money
on immunity laundering and
concealment of
property
Public and private
CoE CivilLaw 1999 Inter- Civil law remedies, broad definition, wide No restriction on Public and private
Convention regional compensation sScope, monitoring the use of banking  sector
for damage from secrecy
corruption; invalidity
of corrupt contracts
(null and void);
whistleblower
protection.

CoE 1999 Inter- Criminalization, Broad range of offences, Few preventive Public and private,

Criminal Law regional regional cooperation,  strong monitoring measures including bribery,

Convention asset recovery Parties may make  trading in influence,

reservations money laundering,

accounting offences




ANNEX

ANNEX 2: OECD-ADB ANTI-CORRUPTION
INITIATIVE IN ASIA-PACIFIC

In 1999, governments in Asia-Pacific affirmed their resolve to cooperate in their activities to fight corruption via the
launching of the Anti-Corruption Initiative for Asia and the Pacific. The initiative, jointly led by the Asia Development Bank
(ADB) and the OECD, ‘sets out the goals and standards for sustainable safeguards against corruption in the economic,
political and social spheres of countries in the region’'25,

The Anti-Corruption Action Plan, developed within the framework of the Initiative, is structured under the following three
pillars:

e Developing effective and transparent systems for public service;

e Strengthening anti-bribery actions and prompting integrity in business operations; and

e Supporting active public involvement'?6,

Membership is open to any economy within the region that both recognize the threat of corruption and is actively taking
a stance against it. To date, twenty-eight countries and jurisdictions in the Asia-Pacific region have endorsed the Plan
and accepted its implementation mechanism.

In reviewing the Initiative’s implementation, it appears well structured with a steering group that defines priorities and
activities, while an Advisory Group is available with provision for technical advice. The three implementation mechanism
contains three components: fostering policy dialogue and measuring progress, providing analysis to support the policy
dialogue, and capacity building to enable members to thoroughly implement the reforms™”.

In the year of the initiative’s tenth birthday an independent review was commissioned'?®. Garnet and Kwok (2009)12°
found members to be very positive about the initiative but that the rate of progress could be accelerated. Particular
attention was drawn to members’ ownership of the initiatives representing a unique and positive characteristic in com-
parison to other initiatives and conventions. This characteristic was deemed to enable the free and informal exchange
of experiences and the arrangement of mutual support. While the demand side of anti-corruption efforts is involved in
the initiative, the review highlighted the absence of the private sector as an area for improvement.

126 Ibid.
127 Ibid.
128 Ibid.

129 Garnet, H. & Kwok, T., 2009, ‘Independent Review of the ADB/OECD Initiative Final Report’,
available at http.//www.oecd.org/dataoecd/55/30/44084819.pdf.

69



European Commission

Luxembourg: Publications Office of the European Union
2011 — 76 pp.

ISBN 978-92-79-15295-5

doi: 10.2783/33072

Price (excluding VAT) in Luxembourg: EUR



HOW TO OBTAIN EU PUBLICATIONS

Free publications:

e via EU Bookshop (http://bookshop.europa.eu);

e at the European Union’s representations or delegations. You can obtain their contact details on the Internet
(http://ec.europa.eu) or by sending a fax
to +352 2929-42758.

Priced publications:
e via EU Bookshop (http://bookshop.europa.eu).

Priced subscriptions (e.g. annual series of the Official Journal of the European Union

and reports of cases before the Court of Justice of the European Union):

e via one of the sales agents of the Publications Office of the European Union (http://publications.europa.eu/
others/agents/index_en.htm).

This document belongs to the “Tools and Methods series” launched by EuropeAid in 2007. This collection aims to
structure the presentation of the methodological documents produced by Directorate on «Quality of Operations». The
collection includes three sub-collections: Guidelines, Reference Documents and Concept papers. Other titles in this
collection include:

Guidelines

e Guidelines (n°1) - «The Programming, Design and Management of General Budget Support»

e Guidelines (n°2) - «EC Support to sector programmes: covering the three financing modalities: Sector budget support,
Pool funding and EC procurement and EC project procedures» - 2007

e Guidelines (n°3) - «Making technical cooperation more effective» - 2009

e Guidelines (n°4) — «Guidelines on the Integration of Environment and Climate Change in Development Cooperation»
- 2009

Reference documents

e Reference document (n°1) - «Institutional Assessment and Capacity Development — Why, what and how?» - 2005

e Reference document (n°2) - «Supporting decentralisation and local governance in third countries» - 2008

e Reference document (n°3) - «Strengthening project internal monitoring: How to enhance the role of EC task mana-
gers» - 2009

e Reference document (n°4) - «Analysing and Addressing Governance in Sector Operations» - 2009

e Reference document (n°5) - «Sector Approaches in Agriculture and Rural Development» - 2009

e Reference document (n°6) - «Toolkit for Capacity Development» — 2010

e Reference document (n°7) - «Water Sector Development and Governance: Complementarities and synergies between
Sector-wide Approach and Integrated Water Resource Management» — 2009

e Reference document (n°8) - «Engaging and Supporting Parliaments Worldwide -Strategies and methodologies for EC
action in support to parliaments» — 2010

e Reference document (n°9) - «Support for judicial reform in ACP Countries» — 2010

e Reference document (n°10) - «Trade and Private Sector Policy and Development — Support programmes financed
by EU external assistance» — 2010

¢ Reference document (n°11) - <Emerging good practice on Codes of Conduct, Partnership Principles and Memoran-
dums of Understanding in the Water Sector» — 2010

¢ Reference document (n°12) — «<Engaging Non-State Actors in New Aid Modalities - For better development outcomes
and governance» — 2011

e Reference document (n°13) — « Addressing undernutrition in external assistance — An integrated approach through
sectors and aid modalities « - 2011

Concept papers

e Concept paper (n°1) - «Public Sector Reform: An Introduction» — 2009

e Concept paper (n°2) - « Supporting Anti-Corruption Reform in Partner Countries — Concepts, Tools and Areas for
Action « - 2011



* %

* X %

* g Kk

* % %

ISBN 978-92-79-15295-5

927911152955

978



