Cultivating entrenched integrity
Sunlight remains the best disinfectant.

William Proxmire
Leaders exercising their power in governing have been entrusted to manage the public good. Without integrity, it is unthinkable that they could truly discharge their leadership in the interest of their constituents. And with so many burning social, economic and political issues weighing upon the governments and inter-governmental organisations of the world, the question of integrity, or its lack, in public life is more pressing than ever. This is the raison d’etre of Transparency International.
A great deal of work has been done to this end by TI and others in recent years, and great insight has been won. I would like to pay tribute to the many people in this room who have contributed to the successes of the past decades, and who merit our admiration for their courage and perseverance. Mary Robinson is a shining example, thank you for being with us today.

We come together in order to continue this quest for knowledge, for strategies and for tools. And we also come to ask some tough questions. For although our understanding has advanced, we see vexing shortfalls in integrity in many places, whether as spectacles of corporate greed or embedded networks co-opting government resources for personal gain. In short, we are the battle against corruption, the battle for integrity, remains to be won. Corruption across the globe appears today as great and as grave a threat as ever.
We have seen major reforms, but must conclude that enforcement has been inadequate. We have seen significant efforts at anti-corruption awareness raising and public education, but we have underestimated the crucial importance and power of embedded political networks, such as we saw in Peru under Fujimori, skilled in profiting through corruption. 

As we look ahead, let us understand that we cannot afford to fail in the fight against corruption -- too much is at stake. Nor can we despair, for success is possible.
However, success will require that we are realistic about the impact of the anti-corruption measures so far. We will need to be clear about the scale of the challenge and about the time that must be invested. And, most importantly, we must be far more focused on critical political issues in our anti-corruption strategies. 
A brief history of the anti-corruption movement
Just 13 years ago the organisation Transparency International stepped onto the global stage and sparked a revolution, by asking questions that had never been asked publicly before. In the intervening years, TI has had a profound influence from academia to the media, from national governments to business to multilateral development institutions. 
TI has managed to convince a vast number of organisations and individuals of the critical importance of far-reaching research, new policies and direct programmatic approaches to curbing corruption. It has driven awareness that poverty alleviation in the poorest nations is blocked by pervasive corruption; that the effectiveness of investment for economic growth and stability is undermined by corruption; that foreign aid is sapped by corrupt officials; that the building of vibrant representative democracies and societies of equity is held back at every stage by corruption. This past year we were heartened to hear anti-poverty campaigner Bono state flatly: Corruption is the greatest obstacle to development.
Thus inspired, we have seen a formidable response around the globe – here are just a few examples: 
 
       Aid agencies have made anti-corruption a priority and have moved to promote institution-building projects to secure reform. Anti-corruption commissions have been established in many countries, better procurement monitoring systems have been installed, judicial reforms have been encouraged, new anti-corruption laws and regulations have been stimulated. 
· In the private sector we have seen the OECD Anti-Bribery Convention come into force, criminalising bribery of foreign officials by companies based in the world’s richest countries. Does that seem like a given? It wasn’t always. Indeed, we have seen countries, such as Germany, end tax write-offs for foreign bribes made by the country’s firms. The findings of the Volcker commission into the UN Oil-for-Food scandal raises questions even today about the disconnect between lip service and actual implementation. 

· we have seen the UN Global Compact make anti-corruption and transparency a core principle for its over two thousand corporate members; and recently we saw the leading social responsibility index, FTSE4Good, embrace TI’s proposal to make anti-bribery a core criterion, and we saw the Sarbanes-Oxley Act in the United States, which slammed the brakes on corporate impunity in the world’s largest economy;

· The United Nations Convention against Corruption came into force just four months ago and represents the first truly global framework for combating corruption on many levels, with provisions for the return of stolen assets and calling for measures to promote integrity in the public and private sectors. The Convention is special in that it brings the so-called BRICs into the fold, the explosive emerging economies of Brazil, Russia, India and China that have garnered so much attention in recent years. Indeed, China, the world’s most populous country and in the not-too-distant future its greatest economy, ratified the convention in late 2005.

· And in addition to these global instruments, are the vitally important regional conventions that have been hammered out with blood, sweat and tears - conventions such as the African Union Anti-corruption Convention, the Inter-American Anti-Corruption Convention, the Council of Europe Civil and Criminal Law Conventions and the ADB/OECD Anti-Corruption Action Plan for Asia and the Pacific. TI warns that global and regional conventions are not mutually exclusive alternatives, but essential complements.

· We have seen the ranks of civil society organisations tackling governance related questions swell and many established organisations move into the field, making anti-corruption a priority and developing a broad array of education and monitoring programs and projects.

And Transparency International has been busy too, tirelessly working to forge coalitions, bringing players to the table from government, business and beyond, to talk about regional and industry initiatives. We have consulted on the regional and global anti-corruption conventions. We lobbied relentlessly for the addition of anti-corruption and transparency as the tenth principle of the UN Global Compact. We have worked with the world’s largest private banks to bring together the Wolfsberg Group, an alliance that authored the Wolfsberg Anti-Money Laundering Principles and policies for Countering Terrorist Financing.
We have called for stringent anti-corruption policies in the private sector and have offered, together with Social Accountability International, tools for companies to do precisely this, in the form of the Business Principles for Countering Bribery. These provide an adaptable framework for firms to institute and monitor a no-bribes policy. 

Transparency International has also contributed to the modelling of a problem that had previously defied empirical analysis. TI developed the concept of the National Integrity System. This model posits a set of pillars that support a fundament of integrity. These pillars are institutions such as supreme audit institutions, independent media and courts, a health civil society and thriving private sector. These pillars underpin a foundation of integrity which, in turn, supports sustainable development, the rule of law and a better quality of life. 

This model has proven to be very successful and has spawned a series of National Integrity System studies, conducted by TI and partner institutions, which analyse a given country in terms of these pillars. The Pakistani government, for instance, used the findings of the NIS study of their country, and the deficiencies it highlighted, to structure their anti-corruption policy. Mongolia has received funding from the UNDP to improve its National Integrity System, showing that the concept has made its way into the broader development vocabulary and is providing a rational way to structure governance improvements. Similarly, Namibia has been the beneficiary of a USAID grant to improve its National Integrity System.
The World Bank, too, beginning under the leadership of Jim Wolfensohn and continuing, laudably, with Paul Wolfowitz has charted a very clear course towards dealing openly and aggressively with corruption, creating the department of Institutional Integrity which set a precedent in 2005 by publishing the details of internal investigations in the Bank’s annual report.  The institution of an active debarment policy, which currently bars over 200 companies from bidding on Bank projects on account of corrupt activity, was another groundbreaking step, one which many other organisations are still working to replicate. That a Canadian company can be barred from bidding on development projects anywhere in the world due to a court ruling in Lesotho shows that the corrupt increasingly have nowhere left to hide. And the multilateral development institutions, global as well as regional, made great progress this winter in harmonising their definitions of corruption and their approaches to tackling it.
National governments have responded by introducing constitutional, legal and regulatory reforms. A number have established Anti-Corruption Agencies, external audit offices. Many institutions have adopted Codes of Conduct. Declaration of assets and interests by public officials have become commonplace. So in most countries we now have the legal and institutional infrastructure for integrity to prevail and for governance to be truly credible.
And this has had noticeable effects. The bar has been raised several notches. What was acceptable five to ten years ago is no longer considered ethical. One needs only to look to South Korea where questionable golfing partners recently cost the Prime Minister his job. A rigorous approach to ethics and integrity means that officials and people in positions of power generally, must take the ramifications of their behaviour more seriously as they must take their responsibilities to constituents and the communities they operate in.
The state and cost of corruption today
This all amounts to great news. It lays a strong foundation for the future. But it is also true that much of our work to-date has been on the regulatory and institutional level and that recent reports and research paint a distressing picture.
Fresh scandals continue to emerge in countries thought to have turned a new leaf and widespread corruption continues to be the order of the day in many regions of the world. A sobering example is the massive scandal that erupted in Brazil last year, beginning with the discovery of postal service kickbacks and eventually implicating politicians at the highest levels.
This mixed picture is backed by the numbers. Danny Kaufman, Director of Global Governance at the World Bank Institute, in presenting their latest generation of Governance Indicators, announced that the global governance picture shows no overall improvement. A limited data set provided by ten years of the annual TI Corruption Perceptions Index, echoes these findings. A time-series analysis performed by the statistical force behind the index, Johann Graf Lamsdorff, at Germany’s Passau University, showed an even balance of countries improving and declining. And, with the caveat that we are dealing with a relatively small set of countries with comparable data over the decade-long span, we see, troublingly, that the poorest countries seem overrepresented among the decliners. And these countries are, of course, those that can least afford the haemorrhaging of resources that corruption represents.
And these costs, long suspected, are increasingly being put in concrete terms. Addressing a meeting of the Extractive Industries Transparency Initiative (EITI) this February, Nigerian President Olusegun Obasanjo observed corruption that costs Nigeria and other African countries about US $148bn each year. Attributing the figure to the African Union, he said this represents 25 per cent of Africa's Gross Product, money that could go a long way towards achieving the inhuman suffering of the continent’s poorest citizens.
In some cases, individual leaders have stolen at this level of magnitude. Indonesia’s ex-President Suharto, who ruled until 1998, is estimated to have stolen up to US$ 35 billion from state coffers - this in a country where, even today, GNI per capita is just above one thousand dollars.
According to the UNDP, 3.7 billion people, well over half of the earth’s population live on less than US $2 dollars a day. The world’s total annual development spending is around US $50 billion - a hefty sum, to be sure. But these amounts pale in comparison to even conservative estimates of the total spent on bribes each year. The World Bank Institute, for example, puts the figure at US $1 trillion. Estimates of total laundered funds are on a similar order. 
One may question the precise figure, but the order of magnitude is clear. The potential value freed by a successful reduction of corrupt activity could potentially dwarf even a doubling of development spending. To again quote our good friend Danny Kaufman, this so-called ‘governance dividend’ has the potential to multiply a country’s GDP per capita in the long run with serious reductions in maternal health and infant mortality – a direct and visceral link between corruption and human suffering.
The link is substantiated clearly in Transparency International’s flagship publication, the Global Corruption Report. The 2006 Report, published in February, focused on the impact of corruption on the US $3 trillion health sector and estimated that tens of billions of dollars are lost each year across the world. This is money that could go to improving maternal health or to buying anti-retroviral drugs to combat HIV / AIDS as it decimates an entire generation in Africa

TI’s Global Corruption Report 2005 looked at corruption in construction, and calculated that governments spend US $4 trillion on procurement each year, on waste and refuse management systems, on roads, bridges and power plants. It is also estimated that corruption in procurement, running at around ten per cent of costs, amounts to around US $400 billion annualy. The cost of an effective global campaign in lower-income countries against HIV/AIDS – one that would even reverse its advance - is estimated at around US $8 billion annually. If corruption in this area was contained, this could free up resources for up to 40 simultaneous worldwide campaigns against HIV / AIDS.
The 2005 report also looked at egregious individual instances of resources misdirected for personal gain – such as a two billion dollar power plant in the Philippines that has yet to generate power, but did generate a US $17 million dollar ‘commission’ for a personal friend of ex-president Marcos. The report also made the link between corrupt building contractors and the victims of the 1999 Izmit earthquake in Turkey. It’s clear, corruption costs lives.
While it may not have cost lives, private sector scandals of recent years have shaken public trust in business in high-income countries and have illustrated that companies can end up paying for their corrupt practices with their existence. Sadly, this has also meant vaporised pensions for Enron employees and scores of lost jobs for the employees of firms such as Parmalat and Ahold. In Italy, the Parmalat trial is proceeding apace as is the Enron trial in Texas – rarely before have the corrupt schemes of so many major companies been exposed.
Measurements of perception, such as TI’s Global Corruption Barometer, continue to show that the public’s faith in countries around the world in both public and private sector institutions is more than a little shaky, and that a great deal of pessimism prevail.
What lessons have we learned?
As we have seen, the situation remains dire in many countries. But there is a silver lining, in that we are beginning to focus on lessons learned from scandals, false starts and naive expectations. We have learned that the best laws, policies and institutions can serve as a façade for unethical behaviour and rape of state assets without enforcement. A former President of an African country told me recently about his greatest disappointment during his term in office. After toiling to establish a law against illicit payments, the reality, several years later turned, was that only a few minor cases had made their way to the courts, while the police turned a blind eye and judges threw one case after another out of court, whenever the elite or powerful were implicated.
The right legal and institutional framework without enforcement merely provides the illusion that everything is under control and leaves us with the danger of systems that are democracies in name only. Anti-corruption agencies and external auditors are established without the necessary resources to fulfil their mandates. Governments may feel they have done their work once they announce the launch of a new anti-corruption agency. In some cases, such as in Slovenia recently, the institution is then decommissioned when it is no longer politically useful. 
We have seen corruption penetrate systems of power and become the governing force of a country. Corrupt cliques can succeed in changing government regulations to facilitate their illicit enrichment, literally institutionalising theft of public assets. As John Githongo stated in Kenya at the 2004 TI Annual Members’ Meeting, professionals, such as lawyers and accountants, that you would normally count on to provide ethical  advice, can, in fact, be the architects of such systems. These embedded networks have shown themselves to be very resilient and to possess a tragic ability to stifle any real progress.
New governments coming to power on an anti-corruption platform frequently start well, then begin to flounder and lose their way. As John Githongo and others have discovered, the invisible networks that operate hold the system hostage. These new governments find resistance at every step. The public service may speak the language of reform but in actual practice work against the new administration. The bribes offered to new ministers can be so substantial that it becomes very difficult for some to resist. As the president of a country once told me, ‘I have already had two ministers jailed because they accepted bribes and another one came to me recently to declare that a multinational had offered him US $2 million to be the winner of a large contract.’ His plea was that the global community join forces to prevent bribers from buying their way into contracts. 
The truth is that a new government does not necessarily mean a new network of relationships in the halls of power, whether in the private or public sector. And if contracts have been doled out for centuries on the basis of local, ethnic or family ties, then it ought to be obvious that some well-worded legislation is not going to change things overnight, particularly when those charged with enforcing legislation have been the beneficiaries of these informal networks of power.

In situations where land has been misappropriated or where major assets have been stolen for personal gain by leaders - and often smuggled out of the country - the justice system alone is often too slow to tackle these cases in a useful timeframe. Credible alternative approaches must be employed, such as commissions of inquiry. But sadly, political will to act on the recommendations, to pursue indictment or restitution, for example, is often sorely lacking.
Adopting ethical standards that are then not continuously applied in decision-making, and in the absence of a shift in values, will have little impact and will ultimately fail in preventing corruption and unethical behaviour. 
And above all, change must come from the top. Leadership is essential. One conclusion, borne out time and again is that political will for change is the most essential ingredient in a lasting campaign for greater public integrity. If those at the top do not truly want to tackle corruption, then how can they animate the rank and file. Worse yet, speaking with a forked tongue, they set a negative example, sanctioning greed and self-enrichment at the cost of the greater good. 
Operationally, lack of transparency in state revenues, in budget preparation and disbursements makes major leakage of resources possible. Income tax, extractive industry royalties and customs are major sources of government revenue. If these revenue flows remain unpublished and unaccounted for it provides a smoke screen for corruption and illicit use of funds. Publishing such details online, for all to inspect – also called e-government- can have a significant impact in this regard. The PAMORI Project in Mali, which included fiscal reform and the introduction of an electronic system for revenue collection, contributed to increasing the Department of Revenue’s income from 63 billion FCFA (US $120 million) in 1997 to 170 billion FCFA (US $320 million) in 2004. 
When budgetary disbursements are publicly available, civil society and independent investigators can follow the trail and hold government to account. And communities and institutions know the resources actually available for each service. When used, this has empowered communities, staff, institutions and the citizens that rely on them. Documented in TI’s 2006 Global Corruption Report, such public expenditure tracking can generate shocking results, as for example in Ghana where up to 80 per cent of non-salary expenditure was found not to reach its intended beneficiaries.
Such tracking is also the spirit of the Extractive Industries Transparency Initiative, which I mentioned earlier. It places a great emphasis on national governments publishing natural resource income. Its complement, the NGO coalition, Publish What You Pay, of which TI was a founding member, seeks to have companies publish the details of their royalty payments to governments. With both sets of data, a reasonably skilled auditor can see if there is congruence. And if there is not, one has to ask the question:  Where did the money go? It is one of the tragic ironies of our time that some of the richest countries in terms of natural resources are some of the poorest in monetary terms, and often beset by bloody conflict. Corruption is no small part of the puzzle.
In countries where entrenched corruption comes to prevail, we see values becoming inverted. These ‘counter-values’ become new norms. Providing employment for relatives as a public official becomes tolerated, or even expected. One hears that it is “quite normal to look after one’s family before looking after strangers.” In a hospital in an HIV affected region, being treated with a clean needle is no longer an expected part of professional treatment, but rather a kind act which must be bought first. In time, a new normalcy is established and core values are forgotten.
Decentralisation of services and resources to local authorities has the potential to provide more transparent, timely, accessible and relevant services to local populations. It is the new frontier of governance in developing countries. In practice, there are also significant pitfalls, in that it can also decentralise, and thus multiply, opportunities for corruption - as shown by a World Bank study of the Philippines in the 1990’s. The situation is key. On the one hand local administration can heighten the sense of responsibility and make the costs of corruption more concrete for would-be perpetrators - At the same time, the close, familiar contact between officials and citizens can blur the line between the professional and the informal when it comes to decision-making.  
The way forward
If corruption has been entrenched until now we must find ways to entrench integrity, entrench ethical values that promote a sane, equitable use of common resources, entrench behaviour that reflects public office as a responsibility to its constituents.
There are initiatives that point the way forward. In Sénégal national chapter of Transparency International, Forum Civil, conducted a major nine-month study of integrity in the country’s health system. Their findings point to significant corruption at all levels. What is extraordinary is that they have succeeded in convincing all players come together to map the way forward, including independent monitoring of the reform process. With the blessing of the president, the ministry of health’s senior officials, the administrators of health care institutions, health services providers, pharmacists, equipment suppliers, regulators and citizen representatives will all participate in analysing the results and in preparing a plan for preventing corruption and fostering high ethical standards. If successful, this approach will lead to greater ownership of the final product.
We need to focus more resources on enforcement. The power of indictment, conviction and the enforcement of penalties can have a tremendous impact. It can serve to rebuild hope in a society, to demonstrate that the justice system works for the common good. It can serve to build confidence in public institutions and hopefully also serve as a deterrent for future perpetrators.

We also need a better understanding of how embedded systems of corruption work. We should support countries in undertaking in-depth industry and cross-sector studies to better understand the flow of money and the hot-spots for bribe demand and offer. The sober, technocratic approach remains very important, but we must also capture the human dimension with our plans and models so that we can truly be successful in our mission. It is the actions of individual men and women that create an environment of integrity, not a code of conduct which exists in a vacuum.
But codes of conduct are still essential. But they must be accompanied by training and careful attention to shared values. They must also be introduced together with the resources that make their principles liveable. They must be applied impartially and there must be independent complaint mechanisms so that the enforcement of codes themselves does not become instrumentalised.
Mapping of corruption risks needs to become part of all major funding decisions for International Financial Institutions, Export Credit Agencies, large commercial Banks and Investment Agencies.  If applied judiciously it could be used as a tool for reform in countries and sectors at risk. Applied to intergovernmental activities, it might nip risky undertakings in the bud that are inappropriate for an institution’s capacity, such as the, in retrospect, ill-advised Iraqi Oil-for-Food scheme.
While conventions express important national government commitments, the real work only begins at the time of signature. The convention must be ratified, its provisions internalised as national law and, above all, the provisions must then be enforced. It is a long and arduous path, and one that can benefit from an outside party that monitors progress, and in the case of an international civil society organisation like Transparency International, offer helpful lessons learned in other national contexts. This monitoring, and a designated body with proper resources, is the key to animating conventions, and fulfilling their promise. TI has been very active in monitoring progress on the OECD Anti-bribery Convention, publishing ‘report cards’ on signatory states’ implementation. On a regional level our national chapters in Latin America have also used a similar report card concept to assess countries’ adherence to provisions of the Inter-American Convention.
Election and political party financing is a critical area. Corruption here can breed cynicism and distrust of government; in transition countries it threatens the very viability of democracy, lending credence to voices that challenge democratic values, a trend that we can ill afford today.
We must do more to support countries in the development of transparent and highly accessible revenue, budget and disbursement systems. On this count, I would agree with Anwar Shaw of the World Bank Institute when he quotes Aristotle, who in 350 B.C.E. suggested in his Politics that, “to protect the treasury from being defrauded, let all the money be issued openly in front of the whole city and let copies of the accounts be deposited in various wards.”
Our focus on embedded political networks needs to move to the very center of anti-corruption strategies. If we can make progress here, then the prospects of all the other initiatives, from conventions to institution building to public education, may enjoy far more success. Thus our focus on embedded political systems can have a huge multiplier impact. 

But, let us not imagine that the task I have highlighted will be easy to accomplish. The key characteristic of these networks is their resilience. We need to find comprehensive strategies to consistently, relentlessly, attack the networks. First, we must understand how they work. We must learn more and research more. We must seek partnerships with business, civil society and governmental organizations all pursuing common goals in constructive, tireless coalitions – this has been the essence of TI and must continue to be so.  

And we must seek to shape the values of generations to come, through civic education and the free flow of information, with a focus on knowledge, skills and attitudes. I have mentioned ownership before, and I mention it again at this point. We must succeed in communicating a sense of ownership to young adults as they come of age, ownership of the institutions of governance in their respective countries, ownership of the right to question and demand accountability from their leaders.

Finally, we must understand that in seeking results we must be patient. Exposing and defeating embedded networks is a challenge for the years ahead. But this should not discourage us, but rather, let us harness this sense of realism to face the problem as it is. Armed with the collective knowledge and understanding of the anti-corruption movement and the minds in this room we have our work cut out for us.
Thank you.

