Perception of Corruption and Governance in Asia Pacific 
Background

Corruption is commonly defined as “the abuse of entrusted power for private gain”, thus encompassing public as well as private sector corruption. Corruption in the public sector would typically be defined as “the misuse of public office for private gain”. Corruption takes many forms including bribery, nepotism, fraud and embezzlement, and it can be either administrative (i.e. altering decisions and the implementation of policies) or political (i.e. influencing the formulation of laws, regulations and policies). Finally, corruption may also be either grand (involving substantial amounts of money and typically high-level officials) or petty (involving smaller sums and typically more junior officers), as well as in its most extreme form state capture.
As is illustrated by the data given below, levels of corruption in Asia, grand as well as petty, is a serious problem. However, a challenge in analyzing the causes of and solutions to the problem of corruption, as well as discerning patterns, lies in the great cultural, ethnic, political and religious diversity of the Asia Pacific region. The region has huge variations in development, being home to some of the most advanced economies in the world as well as some of the most underdeveloped. The region has the world’s most populous country as well as some of the least populated.
At a general level, the literature on corruption would indicate that countries with a democratic tradition, associated with high levels of transparency and accountability are less likely to suffer from high levels of corruption. Yet some of the countries that have been successful in coming to terms with corruption have been less then democratic. What is however clear is that in countries that are well governed and in which the rule of law is applied, efforts to come to terms with corruption are more likely to succeed.
	Countries
	HDI 2005
	TI CPI 2005 (10.0 being least corrupt)
	TI CPI 2005 (rank out of 159 countries and territories)
	WB Indicators - Control of Corruption 2004*
	WB Indicators - RoL 2004*
	WB Indicators - Voice and Accountability 2004*
	UNCAC signatory
	UNCAC state party
	Member of ADB-OECD AC Initiative
	FHI FoP 2005
	RSF - PFI 2005 (0.0 being total press freedom)
	RSF - PFI 2005 (rank out of 167 countries and territories)

	Australia
	0.955
	8.8
	9
	1
	1
	1
	Yes
	Yes
	Yes
	F
	6.50
	31

	Japan
	0.943
	7.3
	21
	2
	2
	2
	Yes
	No
	Yes
	F
	7.00
	31

	New Zealand
	0.933
	9.6
	2
	1
	1
	1
	Yes
	No
	Yes
	F
	2.00
	12

	Hong Kong S.A.R.
	0.916
	8.3
	15
	1
	2
	3
	Yes (as part of China)
	Yes (as part of China)
	Yes
	F
	8.25
	39

	Singapore
	0.907
	9.4
	5
	1
	1
	4
	Yes
	No
	Yes
	NF
	50.67
	140

	Korea (Republic of)
	0.901
	5.0
	40
	3
	3
	3
	Yes
	No
	Yes
	F
	7.50
	34

	Malaysia
	0.796
	5.1
	39
	3
	3
	4
	Yes
	No
	Yes
	NF
	33.00
	113

	Thailand
	0.778
	3.8
	59
	4
	3
	3
	Yes
	No
	Yes
	PF
	28.00
	107

	Samoa
	0.776
	-
	-
	3
	3
	3
	No
	No
	Yes
	F
	-
	-

	Philippines
	0.758
	2.5
	117
	4
	4
	4
	Yes
	No
	Yes
	PF
	50.00
	139

	China
	0.755
	3.2
	78
	4
	4
	6
	Yes
	Yes
	Yes
	NF
	83.00
	159

	Fiji
	0.752
	4.0
	55
	3
	4
	3
	No
	No
	Yes
	F
	14.00
	60

	Sri Lanka
	0.751
	3.2
	78
	3
	3
	4
	Yes
	Yes
	Yes
	PF
	33.25
	115

	Maldives
	0.745
	-
	-
	3
	4
	5
	No
	No
	No
	NF
	58.50
	148

	Iran
	0.736
	2.9
	88
	4
	5
	5
	Yes
	No
	No
	NF
	89.17
	164

	Viet Nam
	0.704
	2.6
	107
	4
	4
	6
	Yes
	No
	Yes
	NF
	73.25
	158

	Indonesia
	0.697
	2.2
	137
	5
	5
	4
	Yes
	No
	Yes
	PF
	26.00
	102

	Mongolia
	0.679
	3.0
	85
	4
	3
	3
	Yes
	Yes
	Yes
	PF
	12.50
	53

	India
	0.602
	2.9
	88
	4
	3
	3
	Yes
	No
	Yes
	PF
	27.00
	106

	Myanmar
	0.578
	1.8
	155
	6
	6
	6
	Yes
	No
	No
	NF
	88.83
	163

	Cambodia
	0.571
	2.3
	130
	5
	5
	4
	No
	No
	Yes
	NF
	23.00
	90

	Lao PDR
	0.545
	3.3
	77
	6
	6
	6
	Yes
	No
	No
	NF
	66.50
	155

	Bhutan
	0.536
	-
	-
	2
	3
	5
	Yes
	No
	No
	NF
	51.50
	142

	Pakistan
	0.527
	2.1
	144
	5
	4
	5
	Yes
	No
	Yes
	NF
	60.75
	150

	Nepal
	0.526
	2.5
	117
	4
	5
	5
	Yes
	No
	Yes
	NF
	86.75
	160

	Papua New Guinea
	0.523
	2.3
	130
	5
	5
	4
	Yes
	No
	Yes
	NF
	-
	-

	Bangladesh
	0.520
	1.7
	158
	6
	5
	4
	No
	No
	Yes
	NF
	61.25
	151

	Timor-Leste
	0.513
	-
	-
	4
	4
	3
	Yes
	No
	No
	F
	13.50
	58

	Afghanistan
	-
	2.5
	117
	6
	6
	5
	Yes
	No
	No
	NF
	39.17
	125

	Korea (DPR)
	-
	-
	-
	6
	6
	6
	No
	No
	No
	PF
	109.00
	167


* 1 = 100-91 percentile, 2 = 90-76 percentile, 3 = 75-51 percentile, 4 = 50-26percentile, 5 = 25-11 percentile, 6 = 10-1 percentile
Human Development Index

Of the 25 countries in the Asia Pacific region covered by UNDP only Afghanistan, which is not yet covered in the HDI, belongs to the Low Human Development Group, i.e. countries with an HDI below 0.500. Only the Republic of Korea belongs to the High Development Group, i.e. countries with an HDI of 0.800 and above. The average HDI for countries in the region (excluding Afghanistan and DPR Korea) is 0.664. If you add to this group Australia, Hong Kong, Japan, New Zealand and Singapore, all of which belong to the High Development Group, the average HDI rises to 0.712.
Perceptions of Corruption and Governance Indicators

The two countries in the region, covered by UNDP, in which corruption is perceived to be least prevalent, Malaysia and the Republic of Korea (ranked 39th and 40th out of 159 respectively on Transparency International’s Corruption Perceptions Index
) are also the countries with the highest levels of human development. If Australia, Japan, New Zealand, Hong Kong and Singapore (ranked 9th, 21st, 2nd, 15th and 5th out of 159 respectively) are added the link between high levels of human development and low levels of corruption appears to be further strengthened.
Two out of the five most corrupt countries according to Transparency International’s Corruption Perceptions Index belong to the Asia Pacific region, namely Bangladesh and Myanmar.
The average score for the 20 countries (Bhutan, DPR Korea, Maldives, Samoa and Timor-Leste are not ranked) in the region covered by UNDP listed in the CPI is 2.9 with 10.0 being the score for least corrupt. Although such an average should be treated with caution it does indicate relatively high perceptions of corruption amongst the population in the region. In accordance with Transparency International’s classification all but one (the Republic of Korea) of the 20 countries included in the CPI are considered to be highly corrupt, i.e. countries scoring below 5.0.
When looking at the World Bank’s Governance Indicator
 for Control of Corruption 18 out of the 25 countries covered by UNDP in the region score below the 50th percentile. Only one country, Bhutan, scores above the 75th percentile. In contrast Australia, Hong Kong, Japan, New Zealand and Singapore all score above the 75th percentile.
On Rule of Law 17 of the countries covered by UNDP score below the 50th percentile, with 10 scoring below the 25th. Of these, four score below the 10th percentile (Afghanistan, DPRK, Lao PDR and Myanmar). A simple comparison between the indicators for Control of Corruption and Rule of Law indicates that there may be a correlation. Of the 5 countries belonging to the bottom 10th percentile on Control for Corruption 4 also score below the 10th percentile for Rule of Law. Again, of the 9 countries that scored below the 25th percentile on Control for Corruption all but 1 scored below the 25th percentile for Rule of Law. In contrast Australia, Hong Kong, Japan, New Zealand and Singapore all score above the 75th percentile on Control for Corruption as well as Rule of Law.
It should be noted when discussing the linkage between corruption and development that experiences from across the world show that there are not necessarily any direct causality between the two. Some of the countries in the region have seen high levels of economic growth and foreign direct investment, and impressive reductions in levels of corruption despite relatively high levels of corruption, e.g. China, India and Viet Nam. However, with the possible exception of Indonesia, none of the most corrupt countries in the region have experienced any such impressive levels of corruption.

Linkages between Corruption and Economic Development

So how can this be explained? It is crucial that the linkages between corruption and development are better understood, departing from the perhaps too simplistic assertion that corruption impacts negatively on development (in its most pure form, i.e. increase in GDP). It would appear that two variables tend to determine whether corruption will have a detrimental impact on corruption or not: (1) the level of central control over corruption, i.e. the degree of predictability of corrupt behaviour by government officials; and (2) the size of the consumer market, i.e. depending on the size of the country.
In terms of the first variable the argument is that businesses require predictability i.e. an environment where risks can be relatively easily assessed and predicted. It has often been argued that this is most likely to be the case in democratic countries but it should be noted that several of the countries in the region that have been successful in containing corruption have also been authoritarian in nature, although well governed. It has also been claimed that where there is central ‘control’ of corruption, corruption takes on a more predictable form. At its extreme the argument is made that governments exercising central control over corruption, and who take a long term approach to rent seeking, will put in place policies conducive to development in order to maximize their returns over time. The reverse of this is that where there is weak central control officials at all levels will attempt to maximize their returns, driving up bribes and creating an environment of unpredictability. Such a lack of predictability will result in lower levels of investment and consequently it will also hamper development.
The second variable would seem to indicate that countries with large consumer markets will be more likely to have high levels of investment and development despite having high levels of corruption. Thus the argument is that a large internal market and a large pool of cost-effective labour may mean that foreign investors are more likely to accept corruption as a way of doing business. The possible conclusion is then that corruption is likely to have a greater negative impact on smaller countries meaning that donor support to efforts to combat corruption should be focused on these.

Also interesting is the experience with corruption in transition economies and the role that corruption plays in regime survival. In transition countries, experiencing transition from authoritarianism to democracy and centrally planned economy to market economy, transition has been accompanied by higher levels of high-level political corruption. This can typically be explained by weak checks and balances and the lack of maturity of civil society watch dog institutions; leaving corruption unchallenged due to institutionalized impunity.
The second point is that corruption has become an essential element in the strategy of political survival of many autocratic regimes. Patron-client relationship maintain the elite in power, hence the political elite have no direct incentives to combat corruption as it may interfere in these relationships as well as remove opportunities to bestow favours, economic rewards, etc.

Also the issue of decentralization needs to be addressed as the assumption that decentralization leads to decreased levels of corruption may not always hold true, in particular if patron-client relationships at the local level are not taken into account.

International Conventions/Regional Initiatives

To date 19 countries of the countries covered by UNDP in the Asia Pacific region have signed the United Nations Convention against Corruption (UNCAC), a convention that once ratified stands to have a large impact on domestic legislative and institutional frameworks for combating corruption. Yet only three countries (China, Mongolia and Sri Lanka) have ratified the convention. However, this may not necessarily be a disadvantage as countries should ideally revue and adopt their anti-corruption framework prior to ratification rather than ratifying the Convention simply to signal intent to combat corruption.
Of the 25 countries in the region covered by UNDP 17 are members of ADB-OECD’s Anti-Corruption Initiative for Asia and the Pacific.

Freedom of the Press/Access to Information
Today only eight countries and territories (Australia, Hong Kong, India, Japan, New Zealand, Pakistan, Republic of Korea and Thailand) in the region have Access to Information legislation and the Philippines has extensive provisions in the Constitution allowing for access to information. Yet access to information is one of the fundamental elements in enabling civil society and the public at large to hold governments at all levels accountable for their actions and ensuring effective service delivery with the aim of achieving the MDGs. Access to information is also essential in the fight against corruption.
Yet, in the area of voice and accountability the countries in the region score particularly poorly on the World Banks governance indicators. 18 of the 25 countries covered by UNDP score below the 50th percentile for the indicator on Voice and accountability. Of these 11 score below the 25th percentile and 5 (China, DPRK, Lao PDR, Myanmar, and Viet Nam) score below the 10th.

Media also plays a crucial role in the fight against corruption, both in terms of holding governments accountable but also in terms of ‘watching the watchdogs’, i.e. investigating and holding accountable those institutions which have been put in place in order to prevent/combat corruption. Yet in the region only in 4 of the countries covered by UNDP is the media considered to be free, with 7 considered to be partly free and 14 not free, according to Freedom House’s Freedom of the Press Index
. It should however be acknowledged that Freedom House’s Index on Press Freedom as well as Index on Freedom are controversial. Less controversial is perhaps Reporters Without Borders’ Press Freedom Index
. Yet on this index the countries in the region also score poorly, with two of the five most restrictive countries (DPRK and Myanmar) belonging to the region. Of the 23 countries included on the index 19 are placed in the bottom half and 12 are ranked in the bottom quarter of the index.
Initial Findings

Few studies have been made on corruption applying a similar type of index as is found in the Human Development Report. This is largely due to a deficit of data in the area of corruption. Whereas it is possible to conduct perception surveys, these remain precisely only that; perceptions of the level of corruption in a country rather than a scientific measure of the actual level. Figures on total amount of bribes paid and leakages in public finances can typically only be reached through ‘geusstimations’ or the use of proxy variables.
However, it is crucial that more accurate data is made available in order to determine levels and causes of corruption and finding appropriate solutions suitable to the differing contexts in the countries in the region. Accurate data would also allow for determining the sectors most severely impacted/affected by corruption. This is particularly urgent as corruption typically has the greatest impact on the poor and has the potential to undermine progress towards the achievement of the Millennium Development Goals (MDGs). In particular corruption stands to impact negatively on service delivery aimed at achieving MDG 2 (universal education) and MDGs 4, 5 and 6 (child mortality, maternal health and HIV/AIDS, malaria and other diseases), motivating paying particular attention to corruption in the education and health sectors.
Although, as has been discussed above, there may not be a straightforward relationship between levels of corruption and development in absolute terms, corruption does lead to increased inequalities and the benefits of economic progress and development aid are not shared evenly among the population. Corruption leads to reduced revenue collection for the government, leaving fewer resources for raising public salaries and for providing decent public services. Corruption thus contributes to widening the gap between those in a position of power and those who don’t.
Bangkok, July 2006

� The CPI ranks 159 countries and countries in terms of perceived levels of corruption, as determined by expert assessments and opinion surveys. The index can be accessed at: � HYPERLINK "http://www.transparency.org/policy_research/surveys_indices/cpi" ��http://www.transparency.org/policy_research/surveys_indices/cpi�.


� The World Bank’s Governance Indicators covers six dimensions of governance in 209 countries and territories. The indicators are based on several hundred individual variables measuring perceptions of governance, drawn from 37 separate data sources constructed by 31 different organizations. The index can be accessed at: � HYPERLINK "http://www.worldbank.org/wbi/governance/govdata/" ��http://www.worldbank.org/wbi/governance/govdata/�.


� For further discussion on the linkages between corruption and development please see: McIntyre, A., Institutions and the Political Economy of Corruption in Developing Countries, discussion paper presented at Stanford University, 2003 and Rock, M. and Bonnet, H., The Comparative Politics of Corruption: Accounting for the East Asian Paradox in Empirical Studies of Corruption, Growth and Investment, World Development, 2004, Vol. 32, Nr. 6, pp. 999-1017.


� Freedom House's Freedom of the Press covers 194 countries and territories, providing numerical rankings and rates each country's media as "Free," "Partly Free," or "Not Free". The index can be accessed at: � HYPERLINK "http://www.freedomhouse.org/template.cfm?page=16&year=2005" ��http://www.freedomhouse.org/template.cfm?page=16&year=2005�.


� The index containing 167 countries is compiled by Reporters Without Borders by asking its partner organizations (14 freedom of expression groups from around the world) and its network of 130 correspondents, as well as journalists, researchers, legal experts and human rights activists, to answer 50 questions designed to assess a country’s level of press freedom. The index can be accessed at: � HYPERLINK "http://www.rsf.org/rubrique.php3?id_rubrique=554" ��http://www.rsf.org/rubrique.php3?id_rubrique=554�.
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