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New: World Bank Update on Governance and Anticorruption

 HYPERLINK "http://www.worldbank.org/corruption" 
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Anti-Corruption website
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Good Governance and Development: A Time For Action
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Governance Indicators for 209 Countries
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How to Report Fraud and Corruption

 HYPERLINK "http://wbln0018.worldbank.org/acfiu/acfiuweb.nsf" 
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Public Sector Reform
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World Bank Experts:
Daniel Kaufmann
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Webcast:
Daniel Kaufmann on Governance and Corruption
 

AT A GLANCE:
· World Bank lending for governance, public sector reform and rule of law - all key to poverty reduction - totaled $2.9 billion in FY05. This represents approximately 13 percent of the Bank’s total new lending. In FY05 almost half of the new Bank projects had at least one component addressing governance, public sector or rule of law issues.
· Governance and anticorruption measures are addressed in all Country Assistance Strategies, and are mainstreamed in country programs where corruption is epidemic.
· The Bank’s work on governance covers anticorruption, administrative and civil service reform, decentralization, public financial management, tax policy, legal and judicial reform, and demands for good governance through media development, participation, and social accountability.
· The World Bank is also a leader in the development and application of governance diagnosis and indicators for over 200 countries.  These are used for building capacity on governance and anti-corruption at the country level.
· To deliver results in fighting corruption, the Bank relies upon the Department of Institutional Integrity to investigate allegations of fraud and corruption – inside and outside the institution – and a Sanctions Committee to adjudicate cases and assess penalties.
· So far, more than 330 companies and individuals have been sanctioned from doing business with the Bank, and their names and sanctions posted on the Bank’s external web site.
· The Bank today spends over $10 million a year on investigations and sanctions, more than all other multilateral development banks combined.
Summary
Over the past decade, the World Bank has worked together with other international groups and civil society to significantly raise the profile of corruption as a development issue. The Bank has progressed rapidly from taking an ad hoc, low-visibility approach to instances of fraud and corruption in member countries, Bank-financed projects, and among staff, to a leadership role among the multilateral development banks in all three areas.
The Bank has taken a clear public stance – based on exhaustive research – that corruption is an impediment to growth and poverty reduction. It has also put in place a team of investigators that has quickly established a track record of success in uncovering those engaged in fraud and corrupt practices in Bank projects.
The Bank’s strategy calls for action on four fronts:
· Supporting good governance and anticorruption at the country level; 

· Preventing corruption in Bank-financed projects; 

· Addressing the private sector’s role in public sector governance and anticorruption efforts; and 

· Supporting global efforts to reduce corruption.
The growing attention the Bank pays to anti-corruption work, and more broadly to public sector governance and institutional reform, is reflected in its loan portfolio. In the 1995 fiscal year, only 0.6 percent of Bank lending went to support public expenditure, fiscal management, and procurement reforms, while as of the end of June 30, 2005, it had climbed to 4.6 percent. In the 2005 fiscal year, almost half of the new Bank projects had at least one component addressing governance, public sector or rule of law issues. The proportion of new projects with accountability/anti-corruption components jumped from 0.4 percent in the 1995-96 fiscal years to an average of five percent in the 2004-05 fiscal years.
 
As extensive research in the last ten years convincingly shows, the quality of governance has a significant, if not predominant, impact on economic growth and corruption distorts the allocation and use of public resources in ways that hamper poverty alleviation. Ensuring good governance has thus been a major focus of the Bank’s anti-corruption initiatives. In recent years, over 10 percent of the Bank active portfolio (over $9 billion) is dedicated to help countries build efficient and accountable public sector institutions. Such governance programs promote:
· Anti-corruption; 

· More efficient public financial management, including revenue administration; 

· Civil services reform; 

· Legal and judicial reform; 

· More effective public administration, including via decentralization and public services delivery reforms.
The Bank’s work on governance covers anticorruption, administrative and civil service reform, decentralization, public financial management, tax policy, legal and judicial reform, and demand for good governance, through media development, participation, and social accountability. Its strategy for improving governance is based on four pillars: supporting good governance and anticorruption reforms at the country level, preventing corruption in Bank-financed projects, addressing the private sector’s role in public sector governance and anticorruption efforts, and supporting global efforts to reduce corruption.
The Bank is a leader in the development and application of governance diagnosis, from the Doing Business report to Investment Climate Surveys to governance indicators that assess six dimensions of governance in more than 200 countries. These indicators are used extensively to raise awareness nationally and globally and help to support policy reform.
The Bank is actively working internationally on a number of anti-corruption initiatives, including the OECD Convention on Combating Bribery of Foreign Public Officials (1997), UN Convention Against Corruption Treaty (2003), and the Extractive Industries Transparency Initiative (EITI) (2002).
The Bank is also working closely with several international anti-corruption organizations and networks, including Transparency International, Partnership for Transparency Fund, Financial Action Task Force, the Public Expenditure and Financial Accountability program, OECD-Development Assistance Committee Network on Good Governance and Capacity Development (OECD-DAC GovNet), to name just a few.
World Bank Anti-Corruption Initiatives: The Department of Institutional Integrity
The Bank views corruption as both a symptom and a cause of institutional deficiencies, thriving where economic policies are poorly designed, where competition is lacking, and where the accountability of public institutions is weak. Poor governance and corruption remain among the most challenging problems today for many of the Bank’s clients. The Bank provides advice to countries on how to improve public service transparency and accountability through the analytical and operational work of the Bank’s Regional Operations, the Poverty Reduction and Economic Management department (PREM), the World Bank Institute (WBI), and the Legal Department.
The Bank’s anti-corruption initiatives related to its own lending portfolio are spearheaded by the Department of Institutional Integrity (INT), an independent unit reporting to the President. INT investigates allegations of fraud and corruption in Bank-financed projects, as well as allegations of possible staff misconduct, and refers its findings to decision makers such as the Bank’s Sanctions Committee for action. The Bank maintains an international hotline (1-800-831-0463) to receive allegations of possible corruption, and reports also can be made to the INT team online.
Recently, INT has begun to take a more proactive stance, working to incorporate its “lessons learned” upstream in project design and program development, and including recommendations in its investigative reports. Together with the Bank’s Poverty Reduction and Economic Management (PREM) Network and the World Bank Institute (WBI), INT also contributes to prevention by training staff to detect and deter fraud and corruption in Bank operations.
The Integrity Department also participates in Detailed Implementation Reviews – a type of fiduciary review – of Bank-funded projects determined to be high risk.  Conducted through country offices, a Detailed Implementation Review is designed to detect corruption by ensuring that proper financial controls and oversight are in place in selected projects. INT is also developing plans for a launch of a formal voluntary disclosure program designed to enable firms to report instances of corruption in which they were involved, in exchange for a reduced sanction and a commitment to work with the Bank in developing and instituting anti-corruption policies and controls.
Since its establishment in 2001, the Integrity Department has handled more than 1,700 cases of alleged fraud, corruption or other misconduct, including theft, bid-rigging, bribes, kickbacks, collusion or coercion by bidders, fraud in contract performance, product substitutions, email or fax scams, and misuse of World Bank funds. As a result, the World Bank has sanctioned more than 330 companies and individuals. The INT team is comprised of over 50 professionals from a range of disciplines and a diversity of countries. It includes financial analysts, researchers, investigators, lawyers, former prosecutors, forensic accountants, and experienced operational Bank staff.   The World Bank also has its own Office of Ethics and Business Conflict that provides advice on internal ethical issues for staff.
World Bank Institute (WBI)
The World Bank Institute (WBI) facilitates action-oriented and participatory programs to promote good governance and capacity building in client countries.
It is providing support for programs to improve governance and control corruption, in collaboration with World Bank Operations and often in partnership with international organizations, to nearly 30 countries—principally in Sub-Saharan Africa, Latin America, Eastern and Central Europe, and more recently, Asia.
WBI takes an integrated approach to capacity building, governance, and anti-corruption. WBI’s governance and anti-corruption strategy emphasizes:
·  Going beyond public sector dysfunction (the ‘symptom’) to assist countries in integrating institutional, regulatory and economic reforms (the ‘fundamentals’). 

·  Implementing rigorous empirical diagnostics and analysis. WBI publishes data and analysis assessing many dimensions of governance for 209 countries and territories which are used extensively to raise awareness nationally and globally and help to inform policy reform. These indicators, which are constructed on the basis of hundreds of variables, measure voice and accountability, political stability and absence of major violence and terror, government effectiveness, regulatory quality, rule of law, and control of corruption. 

·  Bringing about collective action, through participation and broad-based bottom-up coalitions for policy reform. 

·  Moving beyond conventional training to knowledge dissemination, policy advice based on the latest research and operational findings, and participatory and consensus-building activities. 

·  Scaling up the impact of our activities, utilizing new tools for knowledge dissemination, innovating, and taking managed risks. 

·  Providing technical assistance and capacity development, in collaboration with other parts of the Bank, for the design and implementation of national governance plans.
Leading By Example
Any program to assist in controlling corruption worldwide needs to start with the example of best practices at home. Recognizing this, the Bank has also looked inward to stamp out conflicts of interest and any possible corrupt practices among its own staff. In 2003, the Bank announced the strengthening of its financial disclosure obligations for senior staff. All the Bank’s senior managers are now required to provide an annual statement listing their financial interests and those of their immediate family.
The Bank now requires that all Country Assistance Strategies (CAS) address governance. In some of the higher risk countries, governance and anticorruption have become the anchor for the entire country program. For example, the Bank strategy for Indonesia identifies governance problems as the principal factor impeding poverty reduction. Therefore, the entire country program - in the form of technical assistance, lending, IFC and MIGA activities, and donor coordination - aims to address these issues.
Governance and anticorruption are fully mainstreamed in the CAS by linking lending volumes to progress in governance and anti-corruption; requiring anticorruption plans and fiduciary reforms for all projects; selecting projects linked to governance challenges; and providing funds to local reform leaders to carry out poverty-reduction projects. Other innovations include hiring the staff necessary to implement this CAS in the field office - a resident governance advisor and a fiduciary team that includes investigators and project advisors - as well as forming an anticorruption committee in the field office and actively collaborating with civil society on this issue.
###
Updated: April 2006

Media Contacts:
WBI: Sunetra Puri, 202-473-2049, E-mail: spuri1@worldbank.org
INT: David Theis, 202-458-8626, E-mail: dtheis@worldbank.org
PREM: Christian Hofer, 202-458-0936, E-mail: chofer@worldbank.org



