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Introduction

A Corruption is broadly-defined is the-abuse of public
office for private gain and-has been:generally
acknowledged to be a universal problem. It
encompasses all ' activities involving bribery,
deception and/or dishonesty-in order-to gain
personal or corporate profit .(It occurs both In
developed world and the developing world).

A The harmful effects of corruption are severe on the
poor in the developing world like Africa who:

A are hardest hit by economic decline,

A are most reliant on the provision of public services,

A are least capable of paying the extra costs associated with
bribery, fraud, and the misappropriation of economic
privileges.

A Corruption Kkills as it sabotages policies and
programs that aim to reduce poverty.



Introduction

Corruption ranks high as among the greatest-obstacles to
economic and social development.

It undermines development by distorting the rule of law and
weakening the institutional foundation on which economic growth
depends.

Corruption is pervasive in developing countries because of weak
Institutions and the lack effective checks and balances.

It is mainly the funds from the developed world, the development
banks and donors that circulate in the corrupt practices in the
developing world.

The construction sector is thus particularly vulnerable to
corruption practices since it involves significant building contracts
as well as monopolistic services which may lead to corrupt
practices.



What are the costs of corruption?
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Corruption is one of the greatest obstacles to the development
of safe-and adequate infrastructure.

Project funds are diverted to corrupt officials, funders,
contractors, consultants, suppliers and agents.

Human cost

Stealing of public money
Fewer good roads, schools and hospitals
Poor safety and environmental procedures

People die due to lack of food and healthcare, and dangerous infrastructure.

Economic cost

World Bank and EU Commission estimate of the cost of corruption (bribery and fraud)
generally : 5% of the world s gross product = US$1.5 trillion p.a.

Conservative estimate of cost of corruption in the international construction sector : 5% of
the global construction sector = US$200 billion

National
Project



Nature and Extend ofi Corruption in  Africa and the
Developing World: Myths versus Reality.

Corrupti-on ooccurs i-n al/l nations,  both d
countries, in public' and private sectors, as well as non - profit
organi zati ons o .

The problem of corruption within or across nations is not a recent
phenomenon, nor is it-exclusively a Third World problem-.
(Ghazanafar and May, 2000).

However, corruption exists both in developed and developing
countries in different forms, degrees and has differing
conseguences.

Furthermore, within those countries falling in the category of
developing countries, ranging from the bigger, relatively well
developed countries such as Indonesia to the smaller poorly
developed countries such as Equatorial Guinea, we can observe
differences in corruption practices pertaining to the unique
economic, political, and social features of each country.



A framework & scope for Analyzing
Corruption in Construction Projects.

A Corruption risk-assessment needs a project cycle approach

A It is widely acknowledged that corruption-vulnerabilities in
Infrastructure provision needs to be seen through the lens of the project

cycle.
A Assessing corruption risk from the early stages of project identification
and design through pre - gualification and tender, construction and

operation stages all the way to commissioning and maintenance.
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A framework & scope for Analyzing
Corruption in Construction Projects.

A A stakeholder-analysis of preventive measures
should be applied-to yield better results.

A These strategies reflect the view that much of the problem
can be addressed by focusing on deterrence and prevention
In key areas.

A This should be done by all stakeholders who include:
1. Multilateral and bilateral donors

Export credit agencies (ECAs) and commercial banks

National governments

Civil society, media and NGOs

Private sector companies

Inter -governmental systems and international legal systems
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International law and enforcement - changes

A The chances of a company or individual being liable for corruption have increased due to

A Recent international treaties

A  The United Nations Convention against Transnational Organised Crime (2003)

A The OECD Convention on-Combating Bribery of Foreign Public Officials in: International Business
Transactions (1999)

The African Union Convention on Preventing and Combating Corruption (2003)
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The Inter -American Convention against Corruption (1996 )

A new international laws
A Most countries have changed their laws in accordance with treaty requirements. Bribery and other
corruption offences are therefore crimes worldwide
All OECD countries have now made it a crime for their nationals and organisations to bribe
overseas. As aresult, a person or organisation may be liable for corruption both:

In the country where the corrupt activity took place; and

In his/its home country

>\

A more strict donor requirements

Donors (World Bank,  AfDB, ADB, IADB, EBRD, EU etc.) and Export Credit Agencies have tightened
up on anti -corruption requirements

A Most of them debar companies and individuals which have committed corruption.
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A better prosecution
There are now numerous international examples of corruption prosecutions.
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Project Anti-Corruption System (PACS)

The Global Infrastructure Anti - Corruption Centre (GIACC)is an
Independent not -for - profit organisation which provides

resaurces for the purpose of preventing corruption in the

infrastructure sector.

AGIACC" has developed the Project Anti - Corruption System
(PACS). This is one of the models that can be used as a
framework to combat corruption.

APACS is a set of anti - corruption measures which impact on all
major project participants throughout the project cycle

AThe aim of PACS is to deter, prevent and detect corruption.

PACS comprises

The PACS Standards These recommend anti - corruption
measures which should be used on construction projects

The PACS Templates : These provide the tools by which the
measures recommended in the PACS Standards may ,be
implemented



PACS Standards

PS 1: Independent assessment

PS 2: Transparency

PS 3: Procurement

PS 4: Pre -contract disclosure

PS 5: Project anti - -corruption commitments
PS 6: Funder anti - -corruption commitments
PS 7. Government anti  -corruption commitments
PS 8. Raising awareness

PS 9. Compliance

PS 10: Audit

PS 11: Reporting

PS 12: Enforcement

11



Template 1:
Template 2:
Template 3:
Template 4:
Template 5:
Template 6:
Template 7:
Template 8:
Template 9:

PACS Templates

Independent Assessor Agreement

Antl - - Corruption Agreement

Notices of Breach

Disclosure Form

Disclosure Assessment Guide

Anti- - - Corruption Rules for Individuals
Benefits Register

Antl  -Corruption Training Manual

Antl - Corruption Notice to Government

Template 10: Anti  -Corruption Government Commitment
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Categories of Corruption

A Corruption practices found in the
Construction sector can be grouped In
three broad areas:

1. Corruption within the public sector

2. Corruption in the interaction between
public and private sector (procurement)

3. Corruption between public sector and
consumers (petty corruption).
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Strategies to Combat Corruption

A Consequently, tackling corruption in the Construction
sector requires the elaboration of a comprehensive
strategy-that involves efforts from all stakeholders,
Including public sector, private companies-and consumers.

A Such a strategy should aim at promoting and consolidating
the rule of law.

A Measures must of course be tailored to fit the Particular

context of a countryo0os governance an
efforts can only be effective i f the
priorities.
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Strategies to Combat Corruption

A The stakeholders must all play their part if
the battle against corruption:is to succeed.

1. Multilateral and bilateral donors

A Governance Improvement Plans (GIPs) should be a routine part of
donor projects (e.g. all project lending should require corruption risk
assessments and governance improvement plans with independent
monitoring).

A A skilled assessor, or team of assessors, given appropriate access to
documents and individuals for the duration of the project, could play a
material role in preventing and uncovering corruption.

A Key project participants should commit to a strict anti -corruption
policy.
A This reinforces the notion that long -term mechanisms to fight

corruption must be an integral part of sustainable infrastructure
development similar to safeguard policies for environment and social

management aspects. 15



Strategies to Combat Corruption

2. Export credit-agencies (ECAS)
and:-commercial banks

A Anti -corruption measures on financing should be
harmonized by ECAs and incorporated in the Equator
Principles.

A This requires adopting and applying anti - corruption and
bribery measures, disclosure policies and standards.

A  This reflects an important message from industry and
filnance institutions that corruption is not only bad for
business, it distorts trade, and increases risks and costs
for all extending financing for public sector projects.
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Strategies to Combat Corruption

3. National governments

A Anti- - corruption tools should be adopted in national / sectoral
governance systems dealing with projects.

A On the public sectoros . side, enhancing
of transparency and accountability. as well as promoting
effective regulation are crucial.

A This requires adapting tools appropriate to fight corruption in
national systems of governance with related capacity building
support from the donor community.

A National Integrity Pacts (NIPs) for overall regulatory systems;

A Project Integrity Pacts (IPs) for the implementers and government
agencies, and;

A Business Integrity Pacts (BIPs) for project companies and
corporations.

A Among other measures, public companies and enterprises may be
required to publish salaries and representation limits of staff
members, or require senior staff to make an annual declaration of
assets.

A At the project level, adopting tools like the Compliance Plans.
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Strategies to Combat Corruption
4. Civil'society, media and NGOs

A Civil society and NGO involvement in governance reform
around-projects should be'strengthened, especially
Independent monitoring, social accountability and compliance
activities.

A Civil society can play a role in providing transparency and
enabling local people most vulnerable to the effects of
corruption to have a voice in anti - corruption measures on
projects that impact them.

A An effective communications strategy on infrastructure
projects can ensure that beneficiaries have the information
they need to monitor the delivery of project benefits and hold
providers accountable.

AConsumersé active participation in
Increase accountability of service providers should be
promoted by for example enhancing the advocacy capacity of 18

consumer associations.



