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Welcome Word
Dear alumni,
We are happy to provide you with the first issue of
IACAlumnus for 2015, which marks the beginning of
magazine’s third running year.
Based on the feedback from the first alumni reunion,
held in July 2014, we have taken up the idea of
creating a contact catalogue of the alumni. Thank
you to all those who participated in our online
survey. We have received more than 250 responses,
are currently reviewing the data, and will provide you
with the compilation before the next issue of the
magazine.
IACAlumnus VI features stories from all over the
world. Stefania State provides us with insights into
recent public sector reform in Romania, Professor
Michael Johnston shares what brought him into
researching corruption, EITI Chairwoman Clare Short
talks about corporate behaviour, and Dharmendra
Kumar takes us through a risk based approach to
tackle corruption in public agencies. This issue also
features a synopsis of the UNDP Asia-Pacific AntiCorruption Strategies Report, authored by alumnus
Narayan Mandahar.
Our recent Master’s programme graduate, Frédéric
St-Martin, has compiled a concise overview of his
Master thesis, Measuring the Effectiveness of
Canadian Whistleblowing Law, which was awarded
the “best thesis” prize by the Defense Committee.
Also stay tuned for the second alumni reunion;
preliminary information can be found inside the
magazine.
IACAlumnus being a magazine for alumni by alumni,
we continue to encourage you to write for it. We
look forward to receiving submissions from you as
well as feedback on how we can serve you better.
Sincerely,
The Alumni Team
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Interview with Michael Johnston

On the
Syndromes of
Corruption
“The real growth industry is at the Official
Moguls end of the continuum”
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out on the table simply to be taken with very few restrictions. We
also have some strong figures with personal followings who
operate in both the public and the private sphere, and in fact the
distinction between the two is not very meaningful. The situation
is marked by insecurity and unpredictability. Corruption is often
closely linked to violence because you know that once you have
made a big gain in terms of money or power, you need to protect
it in one way or another and the institutions are quite weak.
Russia in the 1990s and the Philippines today would be examples.
And then finally, there is one that I call Official Moguls, where
institutions are weak but political control is tightly held. While in
the Oligarchs and Clans case it is not clear that anyone governs,
in Official Moguls it is very clear who that is. Those people in
charge control economic opportunities for themselves or reward
them as patronage to their friends and so forth. Official Moguls
is not as disruptive as Oligarchs and Clans, but at the same time
it’s not a very promising way to pursue democratization or
development because the people in charge of development do
not want democracy. That’s actually the last thing they want.
Which of the four syndromes, if any, would you say
has been on the rise in recent years?

Y

our award-winning book Syndromes of Corruption:
Wealth, Power and Democracy, sets out four main
syndromes of corruption. Can you tell us a little bit
about these syndromes?
They generally reflect the openness of politics and the economy
on one hand and the strength of institutions on the other. That
for me ends up with four different syndromes.
One is called Influence Markets. It’s what we see in affluent
market economies and there we have wealthy or wealth interests
trying to buy influence within strong institutions over specific
decisions.

The second one is called Elite Cartels. Here we have weaker
institutions, a stratum of the elite holding onto power and
binding itself together by sharing out the proceeds of corruption
among themselves. So there is a lot of collusion; they are fending
off rising competition in the political arena, in the markets and
the like. That one is an interesting one because the elites can
provide enough de facto stability that sometimes economic
growth is possible. Countries like South Korea, for example, fit
into that category.
A third is what I call Oligarchs and Clans. Here we have very
weak institutions and tremendous political and economic stakes

I think there has been a big increase in Oligarchs and Clans cases
since the end of the Cold War. Some of them are now being
reconsolidated, occasionally into Elite Cartels but more often into
Official Moguls. The real growth industry is at the Official Moguls
end of the continuum. That being said, the spread of Influence
Markets is partly a matter of being seen in more countries, but
the worry about them is that they also infiltrate the global
economy, that they reach out and infect places where the local
syndrome might be something else, and that they still function
on a worldwide scale.
What would you characterize as the greatest
difference between the corruption problems of
affluent market democracies vs. emerging markets,
for example?
I think one of the biggest differences is that corruption in the
developing world often revolves around control and authority in
a particular place, whereas Influence Markets have a way of
spreading around the world and serve as a mechanism for
corruption that takes place in the developing world. Deals that
are made in Paris end up taking place in the old French West
Africa or deals that are made in New York or London end up
being made on the ground in Nigeria, for example. So there is
that international dimension.
Another aspect of Influence Markets in affluent societies is that
democratization there has not necessarily reduced corruption,
but has produced a different type and it’s that Influence Market
syndrome. What is fascinating about that to me is that many of
the activities of Influence Markets are fully legal and in fact they
are desirable in many ways. I mean, being able to lobby for your
interest in a country is often a constitutional freedom; spending
a little money to support a political candidate is not necessarily a
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Michael Johnston (United States) is the
Charles A. Dana Professor of Political Science at
Colgate University and holds a PhD from Yale
University. He has studied questions of
corruption, democratization and reform since
the 1970s, and has served as an expert to
organizations such as the World Bank, UN, and
Organization of American States. Among his
numerous publications are Civil Society and
Corruption: Mobilizing for Reform, Political
Corruption: Concepts and Contexts, and
Corruption, Contention and Reform: The Power
of Deep Democratization. His book Syndromes
of Corruption: Wealth, Power and Democracy
(Cambridge University Press, 2005) won the
2009 Grawemeyer Award for Ideas Improving
World Order. Michael Johnston is a visiting
professor at IACA. He has lectured in the
Master in Anti-Corruption Studies, Summer
Academy, and Best of seminar series.

bad thing, but at some, not very well defined point, those
activities get pushed over and onto a scale where they become
abusive. So lobbying is probably a good thing in itself and can
become abusive and oppressive with too much, or too
concentrated political money. The problem is that those
boundaries are defined politically, and increasingly so in a system
that is already shaped by the influence of wealth.
There is a connection between Influence Markets and growing
inequality. There is a threat to the rule of law over the long term
that one has to be concerned about as well. In that sense, the
corruption problems of affluent market economies look like they
are not very serious but in fact they are much more serious than
we think. Those countries get good scores on the corruption
indices, but I do not think those scores tell us very much.
What is your view on quantitative measurements of
corruption and opinion indices?
Corruption cannot be measured directly. We do not even agree
on what it is. We do not know about much that takes place and
there are so many varieties.

The first index from Transparency International (TI) has been very
useful in a couple of general ways. It has helped keep the issue
way up on the agenda, where it was not before. It also directs
our attention to countries and to regimes where the bad guys
would rather look the other way. That’s a good thing for the
index and as far as its accuracy, I do not have any problem with
the notion that the US has more corruption than Denmark, that
Mexico has more than the US, and Cameroon has more than
Mexico. Where the problem arises, and this is really not TI’s
doing, is what people who use the data do with it, when they
treat it as a literal measure of corruption. Take a country with a
63 vs. 61 score - what does that mean? If I were redoing it, I
would try to standardize the surveys and questions from one
country to the next. Then I would report the results, not as
numbers but as a sort of broad bands like high medium, low
medium, and that sort of thing.
Also, having one number for one country does not necessarily
make sense. Take the example of using one number for the north
of Italy vs. southern Italy, or one for Moscow and one for the Far
East.
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How can we assess the effects of anti-corruption
strategies? How do we know whether reform works?
One thing I like is the idea of gathering indicators of government
performance and then benchmarking them. Think of it this way
- let’s say you have two cities and in one city getting a building
permit or a license takes seven weeks and involves 35 different
steps, and in another city it takes five days and involves six steps.
That sounds silly, but a survey project I helped with in China
found tremendous variation in those things. I think we can,
without claiming that we are measuring corruption, see in a slow
process with a lot of steps some of the effects of past corruption
because the officials have learned that you can drag your feet,
contrive new requirements, and make money that way. And we
are certainly seeing the incentives to keeping corruption going
today because if it’s a building permit, if you have to wait seven
weeks, you’re losing money all the time. The incentives to pay up
get greater and greater so it’s kind of an indirect way of looking
at corruption. It’s also, I think, a way of showing the effects of
reform.
Let’s say that we have brought the figure in city A down to nine
days and 11 steps. We have probably improved the process; we
cannot say for certain there’s no corruption in it, but there may
be less of it. We can get a sense, therefore, of what our reforms
are doing and we can also make some estimate of whether we
are reducing the scope of corruption. The people who want to
pay bribes may decide to go elsewhere, if it’s a fast process.
What that does not mean is that the fastest process is the best or
the simplest. You can have a one-step process and that might be
the most corrupt one of all, but 11 steps is better than 35, and
six is probably better than 11.
Two other good things are that that sort of measurement is not
coming up with a nationwide number but it’s rather saying look
at this agency doing this function in this province and how it
deals with these bidders. That’s where corruption comes from:
you know it is not a national attribute, it rises in the little niches.
The indicators also tell us what to do. If you see in any given
place a process that is very slow, speed it up. If they are paying
far too much for petrol or something like that, then monitor that
process and bring it down to a sensible benchmark.
Your research work over the past 40 years has
changed the way we think about corruption,
development, and reform. What would you say the
greatest limitation of researching corruption is?
The absence of good data would be number 1. The absence of a
common definition that we all share - and that we will never
have - I think would be another. The sense that corruption is
inevitable: it is not. There are countries that had terrible problems
in the past and don’t have them now or do not have them as
much. Finally I think, it’s kind of a cultural issue that you have
people saying “what if there are countries out there where
people don’t think that it’s wrong to bribe the police”? I always
like to ask my students “Okay, name some of those countries”.
You know the evidence is pretty strong that there are not any but
there is this reluctance to come into a society and start criticizing

things. People do get defensive but in other ways they know
what’s going on, and you know, they appreciate a bit of frankness
in terms of how we assess what is going on there as well. So, just
getting past the notion that talking about corruption is in fact
taboo would be a good thing.
You have also consulted widely on public policy. What
was your most memorable experience, or one which
you feel had the greatest impact?
Quite frankly one of them is being here at IACA; the quality of
people which you have got coming through the classes is
increasing year by year. Another was my first visit to China in
1994, helping them plan an anti-corruption event.
Basically, the most inspiring thing about it is just getting to know
people around the world and how they are dealing with and
experiencing these issues. I find that there are people facing
terrible problems that we in the US do not even think about and
yet they keep at it and they stay at least somewhat optimistic.
They are willing to take risks to do something about the situation.
We can come in and offer some suggestions but at the same
time, I think that the real key is to always try to learn as much as
you bring to the table.
What brought you to the anti-corruption topic?
I blame everything on Nixon - and this too. I was doing my
doctoral dissertation on ethic politics in New Haven, Connecticut,
at Yale and I was working on political machines, the story of
machines in the city; and at the same time the Watergate and
the Nixon scandals were playing out. I began to wonder, did they
have anything in common with machines? Could and should
political scientists take a look at corruption? And the answer
clearly was that we could, but it was a long time before anybody
agreed that we should. You know for about 20 years, nobody
much wanted to talk about it. [The work] has been the source of
some inspiring instances and some great travel.
You have taught around the world, from Harvard to
Hong Kong and Santiago de Compostela. How has
your teaching experience at IACA been?
It’s been inspiring - very able people who make room and make
time to listen to each other. I have not seen anybody with a chip
on their shoulder, or anybody who has really gotten terribly
defensive about having their own country criticized.
It’s an emotional subject for a lot of people. I think what I would
see in my lifetime is hard to say, but I think that younger students,
especially those coming from here, are going to do great things
and they are going to be doing things that I never dreamed of
teaching.
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B y Fré dé ric St- M ar t in

M

odern public and private organizations are increasingly
complex, and such complexity facilitates the
concealment of fraudulent and corrupt transactions.
PriceWaterhouse-Coopers reported in 2014 that “economic
crime is a major concern for organizations of all sizes, across all
regions and in virtually every sector”, as 33 per cent of the
organizations surveyed across the globe reported being hit by
economic crime. The five types of fraud consistently reported are
asset misappropriation, procurement fraud, bribery and
corruption, cybercrime, and accounting fraud (PwC 2014).
Whistleblowing is considered one of the most powerful ways to
detect and expose complex corruption and fraud schemes. The
Association of Certified Fraud Examiners (ACFE) reported that
tips are consistently and by far the most common fraud detection
method, with over 40 per cent of all cases detected by a tip. This
is more than twice the rate of any other detection method, and
employees account for nearly half of all tips that led to the
discovery of fraud. Moreover, organizations that have
implemented hotlines have experienced frauds that were 41 per
cent less costly, and they detected frauds 50 per cent more
quickly (ACFE 2014, p.4).
Nevertheless, many employers do not realize the role employees
may play in mitigating the risk of wrongdoing within their
organization. There is a need to engender change in pervasive
organizational cultures where whistleblowers are at best ignored
or ostracized, and sometimes disciplined or dismissed just for
speaking up.
This article does not seek to be a scientific paper but to summarize

the key issues and main findings of my Master in Anti-Corruption
Studies thesis submitted to the International Anti-Corruption
Academy in 2014. The study seeks to analyze how the law can
effectively produce cultural change in public and private
organizations that will create the right environment for reporting
harmful behaviour, and how to ensure that the information
reported is used in the public interest. Its ultimate objective is to
determine in which specific ways Canadian whistleblowing law
promotes, or fails to promote, the public interest, and why. By
focusing on whistleblowing effectiveness, research can help set
priorities that may have significant implications for law and
public policy.
I gathered the data through comparative analysis of laws,
jurisprudence, and literature mainly from the United States (US),
United Kingdom (UK), and Canada, as well as semi-structured
interviews of ten Canadian experts who deal with whistleblowingrelated issues as part of their day-to-day work. The experts came
from five different backgrounds in order to strike a balanced
perspective of interests surrounding whistleblowing, i.e. private
sector representatives, public authorities, civil society
organizations, investigative journalists, and a governance think
tank.
Th e operational iz ation
of wh istl eblowing effectiveness
To begin with, the research builds on existing models proposed
by the literature to define how whistleblowing may be considered
effective. Assuming whistleblowing effectiveness should be
measured by its impacts on the organization, the research
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suggests that appropriate indicators to measure effectiveness
quantitatively include (1) investigations are launched when
appropriate; (2) the wrongdoing comes to an end; and (3) the
organization changes its policies or procedures when necessary.
The first indicator is particularly important as it would allow
researchers to distinguish which reporting mechanisms produce
substantiated reports from those that do not.
H ow t h e law m ay p r om ot e
w h i stl e b low i ng e ffe ct i ve ne s s ?
The mechanisms that appear to promote whistleblowing
effectiveness the most are those that avoid the victimization of
whistleblowers in the first place (ex ante), as opposed to those
that seek to remediate reprisals experienced by whistleblowers
(ex post). However, ex post mechanisms are still important as
many organizations will not see the benefits in implementing
adequate channels for the reporting of wrongdoing. Ex ante
mechanisms include allowing for anonymous (or at least
confidential) reporting, not only to maximize protection, but to
ensure that equal importance is given to reports from all
employees and that flawed perceptions on the whistleblower’s
motives are avoided. Moreover, because recipients have
significant influence on reports of wrongdoings’ future course of
action, organizations should ensure recipients are independent
enough to provide an objective appreciation of the facts, and
that they are perceived as such by employees. This is key
considering that whistleblower effectiveness is enhanced when
the responsibility to prove wrongdoing has occurred rests on
investigators, as opposed to whistleblowers. A third mechanism
is to reduce the potential for interference with reports of
wrongdoing by providing for more than one route to file such
reports.
By requiring or creating incentives for implementing ex ante
mechanisms, the law may have a significant impact on the
corporate environment with respect to handling reports of
wrongdoing. It will help the organization to earn the trust of its
employees and capitalize on the fact that a vast majority will
prefer to report wrongdoing internally, as sustained by empirical
evidence (Ethics Resource Center 2014, p.29; PCAW 2010, p.6).
Moreover, the law will promote whistleblowing effectiveness if it
can influence and rely on the political environment outside the
organization. When organizations have done nothing to create
the right environment for reporting wrongdoing and earn the
trust of their employees, reporting externally may be the only
effective way to blow the whistle. Although there should be
incentives to report to the employer in the first place when all
appropriate mechanisms are in place, the law should determine
when reporting wrongdoing outside the organization (i.e. to a
regulator and the media) is acceptable and when it is not.
Employees have a clear duty to protect the employer’s image and
reputation. However, such duty should become ineffective if it
implies leaving wrongdoers who harm the public interest or that
of the organization unaccountable. As discussed further below,
whistleblowers and the media have played a key role in exposing
corruption and holding corrupt actors accountable in Canada.

Sh oul d wh istl eblowers be rewa r d ed ?
The pros and cons of providing monetary rewards to
whistleblowers are increasingly discussed by the literature and
the media. There is increasing evidence gathered from the
implementation of the False Claims Act and the Dodd-Frank Act
in the US that providing financial rewards is much more effective
at incentivizing whistleblowers to come forward than the
traditional approach of only protecting the whistleblower from
reprisals or giving the whistleblower a private cause of action
against such retaliation. False Claims Act recoveries far exceed
the cost of prosecuting fraud. For every dollar the federal
government invests in investigating and prosecuting these cases,
it receives $20 back. From the approximately $38.9 billion
recovered by the US government from 1986 to the end of 2013,
$27.2 billion resulted from cases which were initiated by
whistleblowers.
Nevertheless, other jurisdictions, such as the UK, are reluctant at
the idea of providing financial rewards to whistleblowers. The
main rationale underlying this position is to avoid moving away
from a society where witnesses give testimony because it is right
to a society where witnesses give testimony for reward. This
position is also consistent with how the statutory protection of
the whistleblower is awarded in the UK, which specifically
questions the motive of the whistleblower before granting
protection. However, the literature and empirical evidence
suggest that policy and law makers may reconsider whether
requiring the whistleblower to act in good faith is an appropriate
standard to assess whether a disclosure is justified. It may be
extremely difficult to establish a whistleblower’s motives with
certainty, and most of the time the good faith requirement shifts
the attention from the wrongdoing reported to the personality
of the whistleblower. The evidence collected by the study
suggests that what matters the most is whether the information
reported constitutes wrongdoing in light of applicable rules, and
whether the information reported is reliable.
Canadian stakeholders, who participated in the research,
appeared to be more sympathetic to the UK approach, and
generally thought that the moral hazards associated with the use
of rewards are too important. Some authors argued that rewards
can prompt frivolous claims and induce people to fabricate or
exaggerate concerns. I never found any empirical evidence
backing that statement. Moreover, several participants in this
study have said that it is fairly easy for experienced investigators
and compliance officers to denote that the information provided
is frivolous or not reliable. Therefore, the risk that monetary
rewards be granted as a result of frivolous claims or fabricated
concerns appears to be low.
Sh ortcomings in Canadian
wh istl eblowing law
The study identified several shortcomings in Canadian
whistleblowing law that prevent it from fully promoting the
public interest, and these are summarized below.
The first shortcoming relates to the Public Sector Disclosure
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Protection Act (PSDPA), which establishes a framework for
reporting wrongdoing in the federal public sector, as well as
protection from reprisals. Although the PSDPA was successful in
establishing adequate reporting structures for wrongdoing in the
federal public sector, its loopholes and lack of clarity undermined
public trust that reporting wrongdoing as prescribed by the
PSDPA would result in any benefits for the public interest. The
Public Sector Integrity Commissioner’s discretion or obligation to
refuse to investigate is broad and imprecise, the scope of his
powers and mandate is too limited, and the process for mitigating
the damages whistleblowers may experience is complex and
heavy.
Second, there is a clear lack of incentives to adopt sound
structures and policies for the reporting of wrongdoing in the
Canadian private sector. Such incentives exist as provided by the
Securities’ National Instrument 52-110 on Audit Committees,
but its application is limited to publicly-traded companies and to
accounting-related matters.
A third shortcoming is that section 425.1 of the Criminal Code,
which basically acts as an injunction against employers not to
retaliate against whistleblowers, is not effective in granting
protection. The evidence threshold required for criminal offences
is too high (the offence must have been committed beyond
reasonable doubt to be convicted in Canada) and whistleblowers
must rely on prosecutorial action in order to be protected.
Moreover, section 425.1 of the Criminal Code does not
significantly protect whistleblowers who report wrongdoing
within the organization and it only applies to wrongdoing related
to clear legal prohibitions as opposed to most illicit behaviours.
Finally, Canadian whistleblowing law does not provide adequate
civil remedy for whistleblowers to seek damages when they
experience reprisals directly or indirectly from their employer.
Despite these shortcomings, whistleblowers have played a key
role in exposing corruption in the province of Québec, mainly
through investigative journalists and the media. The media has
contributed to hold public and private organizations accountable
when their internal reporting structures or public authorities
have failed to do so. Moreover, in response to perceptions that
the opportunity to report wrongdoing to the media is too
vulnerable to abuse, the study found that it is possible to
implement built-in protections that seek to ensure that publicizing
whistleblowers’ stories via the media is only used in the last
resort and that those stories are based on reliable evidence.

• Allow whistleblowers to bring their own case before courts
and to seek damages when they unduly experienced reprisals;
• Allow for anonymous reporting of wrongdoing in the public
sector and provide legal incentives to do so in the private sector;
and
• Define when it is legitimate for whistleblowers to publicly
report wrongdoing to the media and enjoy legal protection.
The purpose of this research project was not to measure the
effectiveness of Canadian whistleblowing law quantitatively and
undertake quantitative analyses of statistics from a broad range
of organizations. It would be worthwhile that further quantitative
and qualitative research be done to attempt to establish causality
between a variety of whistleblowing mechanisms and their
effectiveness. Moreover, the model for measuring whistleblowing
effectiveness outlined in this study could be used in other
jurisdictions to develop a platform to compare which legal
framework appears to be more effective, and why.

Re ferences
Association of Certified Fraud Examiners (ACFE). 2014. Report To
The Nations On Occupational Fraud And Abuse. Association of
Certified Fraud Examiners.
Ethics Resource Center,. 2014. National Business Ethics Survey
(NBES) Of The US Workforce 2013. Arlington: Ethics Resource
Center.
PriceWaterhouse-Coopers (PwC), (2014). Global Economic Crime
2014 Survey. [online]
Available
at:
http://www.pwc.com/gx/en/economic-crimesurvey/ [Accessed 5 Oct. 2014].
Public Concerns at Work, 2010. ‚Where Is Whistleblowing
Now?‘.
[online]
Available
at:
www.pcaw.org.uk/files/
PIDA_10year_Final_PDF.pdf. [Accessed 5 Oct. 2014].

You may contact Frédéric to exchange on whistleblowing best
practices and other governance issues, or to obtain a copy of his
Master thesis, at fredericstmartin@yahoo.ca.

The views and opinions contained in this article are those of the
Co n clu si o n s
The study concludes by providing ten recommendations to
amend Canadian whistleblowing law. Key recommendations
may be summarized as follows:
• Reduce the Public Sector Integrity Commissioner’s discretion
and obligation to refuse to launch investigations and broaden his
powers and the scope of his mandate;
• Provide more incentives for the private sector to implement ex
ante whistleblowing mechanisms;

author alone, and do not necessarily reflect the views or opinions
of the Autorité des marchés financiers.
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Interview with Clare Short

Behaviour
“Elites are bad at humble self-reflection”
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H

ow has the perception of corruption on the
international level changed over time?

I think that the OECD Convention on Combating Bribery of
Foreign Public Officials in International Business Transactions has
played an important role. It has frightened OECD based
multinational enterprises and tightened up their operations due
to the fear of prosecution. This is an advance and a big
improvement, but does not mean that people cannot find their
way around it.
I think that certainly in my own country the convention is fairly
new. We got inadequate legislation, which needs to be changed;
and OECD has been tough on us and pointed it out. We need
some prosecutions, but certainly in the UK there has been a
change of behaviour.
Do you think that the fear of getting caught is a good
motivation for companies to behave?
It’s a start. It’s better if they really mean it of course, but if you
start off by being scared at least you stop a behaviour which was
otherwise considered normal. I actually think that in every
company there are individuals who want to cut corners and
there are others who want to do good. There are always people
in the government who want to make their country a better
place and others who are in it just for themselves. I think if we
manage to put reformers together, we can make a change.

I also think there is impatience among the people from emerging
and developing countries for transparency and better
governance. The impatience puts pressure on the elite of those
countries. Although this might expose more corruption, it’s a
sign of progress, and not a sign of decline. It’s the combination
of these forces that would allow for big advancements. It’s also
important that northern countries do not pretend that they got
a perfect record and that what all developing countries have to
do is to mirror their same institutions. Instead, they should
respect and encourage the movements that are taking place
within those countries, and allow them to find their own
solutions, and work together in solidarity. But, I think that most
elites are bad at humble self-reflection. Whenever you hear
people talk, they will say, ”my institution is doing this” or ”my
country is doing that”. Hubris is a human fragility, but the
solution is to let all the voices speak.
The tendency of large corporations to influence policy
decisions on a governmental level is a current issue.
How can we stop this undue influence?
Well, I think that multinational enterprises can have a positive or
a negative influence. Let me exemplify with a large mining
company in southern Peru. They have a very decentralized
constitution and new extractive resources with a low capacity to
deliver needed reform on, e.g. sanitation and water supply. The
local authorities talked to the big mining companies, and asked
if they would be able to assist them with their water treatment
plan as of the side of the mining operation. The mining companies
agreed, and it turned out to be a sensible collaboration between
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the larger companies and the local authorities. The companies
were able to bring in much needed professionals, such as
engineers, to provide a much needed service for the community.
But in the end multinational enterprises are in the business to
make profit. There has been lots of bribery and corruption in the
past, but I think that the OECD convention has now closed those
channels. Still, there is massive tax evasion and transfer pricing
going on.
It’s also in companies’ interests to talk to governments about
maintaining stability. There is a reason why companies want
reforms and openness. If things are so unequal in society, people
get angry, revolts and riots occur, and governments are thrown
out - which is bad for business. From my experience in the
Extractive Industries Transparency Initiative (EITI) Board, I can say
that it’s investment companies that are the most progressive
because they want long-term safe investments. They want
countries with a fair consensus that allows for big projects,
especially for mining, which are long term projects.
Some of the biggest mining companies realize that you get
endless problems if you don’t involve and listen to the local
communities in some respect. Other companies are exploitative,
and only want large contracts that allow them to avoid taxes and
make as much money as they can before they get out. But, in my
opinion, it’s never black and white; everyone talks as if it’s
goodies and baddies. And if you could only prosecute the
baddies, everything would be alright. But sometimes it’s more
complex than that. Building long term instructions that are

transparent and properly run is a job for generations.
Do you think that multinational companies get an
unfair reputation?
I think we are in a period where the social democratic tradition,
that was critical towards business and its record, is weak. Most
governments today, either left or right, are now competing for
investments by lowering tax levels, and are listening to the voice
of the business sector more than to other voices. Since the
financial crisis, with the misbehaviour of the financial sector
across the world, this pattern has begun to turn, but we have not
fully seen it yet. I think that the companies’ voices are currently
too strong. They should be able to say whatever they got to say,
but they should not be the only voice, as they have an interest in
making their own profit. On the other hand, everyone in politics
wants to hear what business has to say.
In the beginning of the commodity boom in the 90s, there were
all sorts of exposes and contracts that were unfair, (and countries
could not get their fair shares of the benefits because of the
collusion between government and the elites of those national
companies). However, I feel cautiously optimistic about future
improvements with the ongoing critic against corruption,
demand for transparency and the people’s movements in
emerging countries. I think the agitation of corruption is not a
sign that there is more corruption, but that there are more
people who denounce corruption. I hope I am right.
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By Stefania State

The New
Anti-Corruption
Unit in
Romania
S

trong political will exists at the level of the Romanian
government to implement anti-corruption measures. The
Ministry of Regional Development and Public
Administration (MRDPA) has given special attention to anticorruption measures. In the beginning of 2013, a new structure
was established within the MRDPA dedicated to preventing
corruption/ integrity incidents at the level of the ministry, the
units under its subordination/authority, as well as at the level of
all 3,228 local public administration authorities in Romania.
In order to make the Anti-Corruption Unit operational,
collaboration partnerships have been established to ensure the
transfer of expertise and know-how from institutions that were
acting in the field of preventing and countering corruption,
enhancing integrity, and raising transparency, such as the
Ministry of Justice and the Anti-Corruption General Directorate
within the Ministry of Internal Affairs, to the new structure of
MRDPA.
Collaboration with institutions with expertise in the field is not
only limited to the national level; the MRDPA is also interested in
entering into partnerships with international institutions/
organizations. Also, in terms of international support, the
MRDPA benefited from the support and expertise of three
experts from the Netherlands, Germany, and Finland, who
worked at the Ministry for two months (April - June 2013).
International experts have conducted activities of observation,

analysis, and diagnosis aimed at identifying corruption risks and
vulnerabilities in the areas of responsibility of the MRDPA and
local public administration institutions, and formulated proposals
and recommendations to remedy them.
The main tasks of the Anti-Corruption Unit are:
•

•

•

•
•

•

Promoting the National Anti-Corruption Strategy (NAS)
2012 - 2015 and coordinating initiatives concerning the
prevention of corruption/ integrity incidents at the MRDPA
level, the structures under its subordination/ authority, and
at the local government level;
Organizing and implementing training/ information
activities on preventing corruption/ integrity incidents for
MRDPA staff, the structures under MRDPA subordination/
authority, and the staff at the local government level;
Providing methodological support in developing/
implementing sectoral anti-corruption action plans of the
institutions subordinate to/ under the authority of the
MRDPA;
Advising local government representatives to implement
the measures contained in the NAS 2012 - 2015;
Preparing analyses, studies, guidelines, methodologies, and
information specific to preventing corruption/ integrity
incidents;
Initiating campaigns to prevent corruption/ integrity
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incidents targeting MRDPA staff, the structures under
MRDPA subordination/ authority, and the staff at the local
government level;
• Identifying and promoting best practices in preventing
corruption in the MRDPA, the structures under MRDPA
subordination/ authority, and at the local government level;
• Supporting the NAS Technical Secretariat of the Ministry of
Justice to monitor the implementation of the NAS 2012 –
2015 at the local government level.
Taking into account the unit’s objectives as well as the its specific
tasks, three subordinate units were established in order to get
more efficiency from its activity for:
1.
2.
3.

Implementing the NAS 2012 - 2015 at the level of MRDPA;
Promoting integrity within local public administration;
Developing integrity cooperation at the national and
international level.

The Anti-Corruption Unit is also helping to increase the number
of local public administration authorities that adhere to the
values and principles in the NAS 2012 - 2015. The MRDPA was
directly involved in and contributed to the strengthening of the
NAS Technical Secretariat within the Ministry of Justice for
accelerating the implementation of the strategy. The MRDPA
responded promptly to the request of the Ministry of Justice in

order to operationalize the cooperation platform for local public
administration.

Meeting of the cooperation platform for local public
administration
Since February 2013, the MRDPA is coordinating this platform,
and from April 2013, three experts from the MRDPA have been
deployed to the NAS Technical Secretariat in order to support
communication with local authorities in implementing the NAS
2012 - 2015. Also, experts from the Integrity Unit are constantly
participating in evaluation missions on the stage of
implementation of the strategy on the local and central
government level.
One of the main results of the Anti-Corruption Unit is the
elaboration of the MRDPA’s own Integrity Strategy, which is
adapted to the Ministry’s managed areas. In the pre-elaboration
phase, three documentation visits were organized to Sweden,
United Kingdom, and Poland focusing on exchanging best
practices and transferring expertise from institutions with similar
competences as those of the MRDPA’s Integrity Unit.
Between 2013 and 2014, the Anti-Corruption Unit organized
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Meetings of the Anti-Corruption Action Groups in the counties
of Romania. The participants were informed regarding the
general and specific objectives of the NAS 2012 - 2015 and their
foreseen implementation measures as well as on the
responsibilities of central and local public administration
authorities in order to put the provisions of the strategic
document and translate anti-corruption prevention plans into
practice.
Currently, the MRDPA offers direct and indirect consultancy to
local public administrations (municipal and county councils) for
the implementation of the NAS 2012 - 2015. The most part of
these local public institutions are placed in rural areas, 67%
(municipalities), and 33% are placed in urban areas (municipalities
of cities, towns, and county councils). Training sessions were
organized for representatives of the local public administration
and the Anti-Corruption General Directorate (AGD) with
responsibilities in the fields of integrity, transparency, prevention
and combating corruption, and public relations.

Meetings of the Anti-Corruption Action Groups
The Anti-Corruption Unit supports the efforts to put the
provisions, objectives, and general principles of the NAS 2012 -

2015 into practice at the level of the local public administration.
A guideline for developing sectorial action plans for implementing
the strategy at the level of local public administration has been
elaborated and disseminated to all 3,228 local public institutions.
Also, seminars were organized for the representatives of the
reporting local institutions who were informed about the
objectives, measures, and targets of the strategy as well as on
the responsibilities central and local government authorities
have on implementing the provisions of the strategic document.
During these seminars, best practices were identified and
compiled in a single document which was disseminated to all the
local public authorities in order for them to also implement these
measures at their institutions.
The Romanian government decided to have a separate financial
allocation for projects aimed at promoting integrity and
combating corruption. In this regard, for the financial period
2014 - 2020, the MRDPA will launch a line dedicated to funding
projects aimed at preventing and combating corruption and
respond to the concerns and needs identified in the [EU]
Cooperation and Verification Mechanism. Institutions that may
apply for such projects are the justice system, the central and
local government, and non-governmental organizations.
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sia Pacific is truly a region of extremity and diversity.
The countries in the region differ not just in terms of
geography, topography, physical size, population,
culture, political, and economic systems, but also in their
corruption problems and efforts in combating them. It would
not be an exaggeration if we called the region a microcosm of
the globe we live in.
Going by the Corruption Perception Index (CPI) published by
Transparency International, the region comprises highly clean
(New Zealand, Singapore, and Australia) and equally corrupt
countries (North Korea and Afghanistan). One can find startling
inter-linkages between corruption, politics, and development in
Asia Pacific. There are countries where poor economic
performance co-existed with rampant corruption for a prolonged
period of time (e.g. countries from South Asia) and those where
comparatively better economic performance co-existed with
substantial corruption (e.g. East and South-East Asia).

Two large countries in the region, namely China and India, both
have high economic growth rates but exhibit a contrasting
picture on fighting corruption. China is pursuing a top-down
approach and by contrast, with the Anna Hazare mass movement,
India is pursuing a bottom-up approach. South Korea, Taiwan,
and Malaysia are renowned for their successful clean up
campaigns. Indonesia, a rather corrupt country under the
Suharto regime, is now very much in the limelight of global
media for its anti-corruption agency’s (KPK) firm and fearless
anti-corruption crackdowns.
There are smaller regions such as Hong Kong and such as
Singapore and Bhutan which are shining stars when it comes to
their low level of corruption. Nevertheless, small size is not a
determining factor. Corruption risks in other small countries such
as Maldives, Solomon Islands, and Timor-Leste are special. The
greater the dependence of smaller countries on the outside, the
greater their chances of importing corruption problems are.
There is another puzzle to the story of corruption and anti-
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corruption in Asia Pacific. Culturally similar countries like China
and Singapore are producing dissimilar results when it comes to
fighting corruption. There are also culturally different countries
producing similar results. Bangladesh, a Least Developed
Country, rated at the bottom of CPI from 2001-2005, is making
progress in the anti-corruption drive.
There are also varying experiences with regard to the spiralling
of corruption and its subsequent control. In South Korea, it
became easier to control corruption after the relaxation of
political freedom in 1990s, whereas the experiences of Mongolia,
Vietnam, and Cambodia speak in the opposite direction. The
switch to market liberalization is often blamed for increasing
corruption. The cases of Afghanistan, Sri Lanka, and Timor-Leste,
and to some extent Nepal, speak of how gradual the weakening
of state institutions due to civil wars and internal conflicts helped
breed corruption besides cultural and historical legacies and
political mis-governance.
Given the diversity and extremity in corruption problems, it is
both interesting and challenging to study anti-corruption efforts
in Asia Pacific. These are some of the lessons drawn from the
recently published UNDP study of anti-corruption strategies
adopted by more than dozen countries in Asia Pacific:
• A key driver for developing anti-corruption strategies in AsiaPacific is UNCAC. In addition to the ratification of UNCAC, there
are other external and internal factors that have propelled the
drafting of anti-corruption strategies in the Asia-Pacific region.
External factors included commitments made under various
initiatives and regional agreements, such as the ADB/OECD AntiCorruption Initiative for Asia-Pacific, the Financial Action Task
Force, and the G-20 Anti-Corruption Action Plan. A degree of

external compulsion - as manifested in donor conditionality - is
also found in some foreign aid-dependent countries. Internal
factors included changes in political or economic landscapes.
• Anti-corruption policies range from a single national anticorruption strategy to a set of measures to promote transparency
and accountability.
• Experience in the region shows that anti-corruption strategies
are easier to implement when they are incorporated within
broader national development initiatives.
• Anti-corruption strategies are generally found to be formulated
in a broad manner in order to provide a long-term vision on how
to address corruption.
• In drafting anti-corruption strategies, countries generally do
not give enough attention to implementation and monitoring
and evaluation (M&E).
• Most importantly, corruption measurement efforts are not
sufficiently feeding into the monitoring and evaluation of anticorruption strategies.
• Another challenge is that anti-corruption agencies are put in
charge of very comprehensive national anti-corruption strategies.

This article is drawn from the findings of the UNDP report “AntiCorruption Strategies: Understanding what works and what
doesn’t and why? Lessons learned from the Asia-Pacific region”,
authored by Narayan Manandhar. The report reviews the
experiences of 14 countries in the Asia-Pacific region in designing,
implementing, and monitoring anti-corruption strategies as well
as the drivers for developing these strategies.
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his article applies a risk based approach, drawing
primarily on the UNODC, OECD, and World Bank’s AntiCorruption Ethics & Compliance Handbook for Business.
The article focuses on the utility of the referenced models and
also demonstrates that these models can be applied effectively
outside a purely private environment. This is a first step for the
possible application of these compliance models - which were
developed primarily for use in private firms - to public agencies.
Public sector agencies, by applying the ‘Risk-based approach’,
may tackle corruption and could provide corruption free services
to the public.
Need for a risk based approach to tackle corruption in
public agencies

All government agencies are exposed to corruption risks. These
risks can exist at all levels of an agency, in relation to all functions
and activities, and can potentially involve any internal or external
stakeholder. If corruption does occur, the short and long-term

consequences for the organization include:
• Loss of reputation
• Loss of public confidence
• Direct financial loss
• Wasted resources
• Adverse effects on other staff and the morale of the
organization generally
A proactive risk management approach is the best way for
corruption prevention, by identifying corruption risks and then
developing appropriate strategies to address these risks. Risk
management is an accepted part of good governance and many
government organizations have already undertaken some degree
of risk assessment and management. Legislative and government
policies and best practice guides require or encourage risk
management by all government agencies. A risk management
approach to corruption prevention is appropriate because it
helps to identify structural weaknesses that may facilitate

Issue VI, March 2015

25

Dharmendra Kumar
Dharmendra Kumar (India) is Head of
the Anti-Corruption Unit at Hindustan
Aeronautics Limited, a public sector
undertaking of the Government of
India. He has 19 years of experience,
having served both in the Ministry of
Defence and the Ministry of
Telecommunications. Dharmendra has
worked in the field of ‘Corruption Risk
Management’ in the public sector
undertaking. Dharmendra participated
in the IACA Procurement AntiCorruption Training 2014.

corruption, provides a framework for all staff to take part in
identifying risk factors and treatments, and embeds corruption
prevention within a well-established governance framework.
Increasing public - private sector business relationships carries its
own set of corruption risks. A risk management approach is the
most appropriate way to ensure that these risks are identified
and effectively managed. An organization that fails to mitigate
corruption risks can also cause problems for other agencies.

Corruption risk assessment approach
Corruption risk assessment is generally done through the
institutional approach, i.e. it aims to identify weaknesses in (the
enforcement of) rules and regulation in the organization. In this
approach, corruption risk is understood as the difference
between actual and ideal systems. Thus, the sophistication of
risk assessments ranges from the identification of corruption
and/or institutional weaknesses/gaps as an indicator of risk for
further corruption, to an analysis of the impact and estimation of
the likelihood of corrupt practices. Moving from the identification
of risks to ‘actionable’ information, further stages in the
assessment may include the prioritization of risks, identification
of tools to address the identified risks, and guidance on the
development of anti-corruption strategies. Basically, corruption
risk assessment is an attempt at detecting the incidence and

extent of corruption.
In corruption risk assessment a combination of secondary sources
(legal-institutional analysis and desk research) and primary
sources (surveys and questionnaire, checklists and interviews)
are used to identify the primary risk areas. Secondary sources are
used at the preliminary stage to give a picture of the overall
governance environment in the organization and primary sources
are used for deeper analysis of the more critical corruption risks.
In addition, some expert analysis techniques may be used to
assess the level of risk (e.g. likelihood and probability of
corruption).

Steps of corruption risk assessment
The primary objective of corruption risk assessment is to better
understand risk exposure so that informed risk management
decisions may be taken. A structured approach for how
organizations could conduct an anti-corruption risk assessment
is outlined in the steps below.
Step 1: Establish the process
Step 2: Identify the risks
Step 3: Rate the Risk
Step 4: Identify mitigating controls involving Senior Management
Step 5: Develop an action plan
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Tackling the identified corruption risks
Once you have identified and assessed your corruption risks, you
should take steps to treat them. Being aware of the corruption
risks facing your organization is not sufficient. Organizations
have a responsibility to have effective measures in place to
address these corruption risks. By doing so, agencies both
minimize their chances of corruption occurring and increase their
chances of detecting it early. Treating corruption risks involves
identifying the range of options for treating each risk, assessing
these options, selecting the most effective options, and preparing
and implementing risk treatment plans. Treatment options for
corruption risks include:
• Amending existing controls (supervision, systems, policies, and
procedures)
• Introducing new controls
• Introducing new methods of detecting corrupt behavior that
could result from a particular risk
The chosen treatment for any risk could be a combination of the
above options. For example, the best treatment for a particular
corruption risk might be amending an existing control (e.g.
improving a current policy) and introducing a new detection
method (e.g. improved supervision and checking processes).
After selecting all the risk treatment strategies, agencies should
prepare a corruption risk treatment plan which describes how the
selected treatment options will be implemented. It should
include:
• Proposed actions
• Resource requirements
• Responsibilities
• Timeframes
• Performance measures
• Reporting and monitoring requirements

Good practice suggestions for effective implementation
• Risk assessment entails understanding how various anticorruption programmes and controls are working in an
organization, as well as their effect on risks. Effective anticorruption risk assessment should be performed periodically, e.g.
on an annual basis because there are also triggering events such
as entry into new fields that will create opportunities for
refreshing the risk assessment. Without high-level management
support, risk assessments run the risk of being an academic
exercise without any practical impact on an organization. To
mitigate this risk, the active involvement of senior management is
paramount.
• A risk based approach to tackle corruption basically focuses on
primary sources and secondary sources, but to tackle corruption
practically it also requires the involvement of civil society
organizations to get reliable information on the extent to which
regulations are enforced within a government organization.
Without the involvement of a third party, corruption risk

attributed to a third party may not be covered. At each and
every step of ‘Risk Assessment and Risk Mitigation Measures’
experts from civil society should be involved. Using the informed
opinion of those closely involved in the process may make a ‘risk
based approach’ a useful tool to tackle corruption.
• It is important to recognize that the selection of stakeholders
who are consulted as part of the assessment will have an
important bearing on which risks are identified and prioritized.
In light of the above, a risk based approach to tackle corruption
largely depends on (a) who is undertaking the assessment and
who is consulted, and (b) which of the possible elements is
involved.
• A good anti-corruption risk assessment allows organizations to
develop and maintain a compliance programme that is tailored
and risk-based. To structure a compliance mechanism in a public
body, the first requirement is that there should be a commitment
to ethics and integrity ‘from the top’ and that the organization
commits to a policy of prohibition of corruption and a strategy
for tackling corruption through a programme of internal controls
and collaborative actions.
• The programme of internal controls is implemented, comprising
detailed policies and procedures to counter corruption. As a part
of the programme, communication and training are provided to
employees and attention is also given to countering third party
risks. The organization’s internal accounting controls are
designed to counter corruption and suitable mechanisms are
formed to monitor and control the implementation of policy in
the organization.
Existing anti-corruption interventions are mostly punitive in
nature. Moreover, a tendency has been set in where the fight
against corruption is seen as the job of a few anti-corruption
agencies, whereas in reality it is the responsibility of every citizen
and organization. Therefore, there is a need to adopt a ‘risk
based approach’ as a single comprehensive strategy to fight
corruption because it is a comprehensive approach that targets
the root causes of corruption, while strengthening detection
and enforcement mechanisms and introducing systemic reform.
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What’s
New at IACA?
2nd Alumni Reunion in July
SAVE THE DATE
•

Our second alumni reunion will take place from
Thursday, 9 July to Friday, 10 July this year.

•

We will start off with a roundtable on Thursday
evening, followed by a full day of lectures and
workshops on Friday. As the alumni reunion will
coincide with the fifth annual IACA Summer
Academy, on Friday evening you are invited to join
the 70 Summer Academy participants for a dinner
and dancing.

•

The reunion is free of charge. A detailed programme
will be sent to you by the end of March. Please let
us know if you would be interested in coming by
Sunday, 14 June at alumni@iaca.int.

Upcoming trainings
•
•
•
•
•
•
•

Legal Incentives for Corporate Integrity Training,
4 – 6 May (applications close on 22 March)
Summer Academy, 3 – 12 July (applications close on
15 March)
Best of Luis Moreno Ocampo, 8 – 9 July 2015
(registrations open on 3 March)
Second Alumni Reunion, 9 – 10 July (registrations
close on 14 June)
Anti-Corruption in Local Governance Training,
13 – 17 July (applications close on 3 May)
Procurement Anti-Corruption Training, 24 August –
18 September (applications open on 3 April)
Master in Anti-Corruption Studies (MACS), starting
in October 2015 (applications close on 31 May)

Upcoming conferences of
interest at IACA and elsewhere
•
•
•
•
•
•

3rd UN World Conference on Disaster Risk
Reduction, 14 – 18 March (Sendai, Miyagi, Japan)
OECD Integrity Week, 23 – 26 March (Paris, France)
7th Russia and CIS Summit on Anti-Corruption, 24
– 25 March (Moscow, Russian Federation)
11th Annual TRACE Forum, 25 – 26 March
(Washington, United States)
13th UN Congress on Crime Prevention and Criminal
Justice, 12 – 19 April (Doha, Qatar)
World Economic Forum on East Asia, 21 – 23 April
(Nusa Dua, Indonesia)
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