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Five questions for David Nussbaum

Within the aid industry, which sector is the most corrupt and why?

Seen globally, there is a huge variance in the levels of corruption in different sectors and countries. Our surveys have shown that corruption associated with political parties and corruption in the construction sector are acute problems worldwide. Corrupt politicians and contractors consequently represent a risk for development and aid activities as they are essential partners.
Why are these sectors so prone to exploitation? Politicians are entrusted with a great deal of power, and where there is insufficient disclosure or monitoring, the opportunities for illicit enrichment are manifold. The construction sector, on the other hand, often deals with unique, complex and expensive projects. Managed by insiders with the requisite technical knowledge, there are many ways to conceal unnecessary expenses. In both cases, an independent media and strong civil society serve as an essential counterweight.
What do you think of the argument that corruption is a question of culture?

This rather outmoded idea that corruption is rampant in some countries because it is a natural outgrowth of a culture of gift-giving is neither fair nor accurate, and bears a hint of colonialism.

The tradition of giving and receiving gifts is present in every human culture. But in no culture does US $10 million deposited secretly into the offshore bank account of a government minister qualify as a traditional gift. The exchange of favours cannot be eliminated from business transactions, but a key test is whether the exchange is disclosed or kept secret.  There should be explicit regulations on the reporting of the nature and value of gifts received and given, especially by those involved in politics, with appropriate limits related to average incomes in the country concerned.
It is true, though, that cultures of corruption do develop, although not out of cherished traditions, but rather through poverty, poor governance and a sense of impunity. These can lead to what we term systemic corruption. And it is also true that in business as in government, successful strategies for combating corruption must change patterns of behaviour - in essence, culture - on an institutional, national and international scale.

Has the situation improved over time?

It really is a mixed picture, but there are a number of heartening developments. As in the case of other concealed crimes, what is sometimes labelled an increase in corruption is in fact an increase in awareness and in the willingness of authorities to investigate and prosecute corruption-related crimes.
We in TI are encouraged, for example, by the recently released World Bank report detailing the - albeit too numerous - instances of fraud and corruption investigations within the organisation. Even the embarrassing revelations of the Oil-for-Food investigation contain valuable lessons for the international aid community.
With the ongoing reconstruction efforts in the region devastated by the tsunami disaster, there is a chance to apply some of these lessons. We are pleased that there seems to be a real commitment on the part of the UN, as evidenced by their decision to bring in accounting firms like Ernst & Young and PricewaterhouseCoopers to audit aid flows.

What should donors do to more effectively combat corruption?

Moving forward, donors must thoroughly assess potential weak-spots in their aid operations and address these promptly. There must be effective monitoring of cash flows, with public reporting, both by donors and recipients. Tendering and budgeting must adhere to the highest standards of transparency. And our experience shows that aid is most effective when recipient governments have made and acted upon a serious commitment to high governance standards. 
Civil society organisations like Transparency International have expertise to offer governments, inter-governmental organisations and development banks and can also serve as impartial monitors to ensure that these measures are comprehensively applied.
What steps must be taken at the country level?

We advocate that governments proactively publish information detailing the aid they have received and how it is being used. Local communities and national stakeholders (including NGOs and companies) should be involved in decisions about how aid is spent. Citizens should be involved at every stage of the relief and reconstruction process, from planning, through implementation to evaluation.

It is also important that appropriate mechanisms are implemented to protect whistleblowers and establish channels to facilitate the inflow of information relating to corruption.

In this context, we co-organised a conference on the risk of corruption in Tsunami aid efforts with the Asian Development Bank and the OECD in Jakarta on 7-8 April that addressed precisely these questions, and identified how best to guard against corruption, and ensure that the aid benefits the affected communities.
