Perceptions of Governance and Corruption in the Asia-Pacific

Technical background note for the Regional Human Development Report

This technical background note has been prepared by the RCB Governance team to serve as a guidance note for brainstorming sessions during the first sub-regional stakeholder consultation meeting for South-East Asia. It serves the purpose of seeking guidance from the participants on the scope, orientation and content of the upcoming regional human development report. Hence, it should not be used for attribution or quotations.

1. Corruption - A development issue

The international fight against corruption is a recent one, but with the increased focus on the quality of governance as a sine qua non for achieving sustainable and equitable development, it has become a major topic on the development agenda. At the global level, a landmark achievement was the entry into force of the United Nations Convention against Corruption (UNCAC), obliging States Parties to implement a wide range of anti-corruption measures affecting their laws, institutions and practices as well as providing them with international standards. Although state parties could not agree on a specific definition of corruption, the UNCAC does establish the normative framework for combating corruption. To this end it provides a list of mandatory and non-mandatory offences against which state parties need to take legislative or other measures. These include bribery of national public officials
, foreign public officials and officials of public international organisations, embezzlement, misappropriation or other diversion of property by a public official, trading in influence, abuse of functions, illicit enrichment, bribery and embezzlement of property  in the private sector, money laundering, concealment and obstruction of justice. 

Current figures on corruption are overwhelming. The total amount of bribes paid around the world is estimated by the World Bank at $1 trillion per annum, or nearly ten times the total annual amount of development aid. Money laundering remains the world third largest business, estimated by the IMF to be between $500 billion and $1.5 trillion per year. Corruption thus costs the developing world billions of dollars every year, draining scarce resources that could have supported development and the provision of basic services
. By means of comparison, the UNDP 2005 Human Development Report estimates that about $300 billion is needed to lift the 1 billion people out of their extreme poverty
. 
There are many reasons for these sobering projections, but one of them is undoubtedly the negative distributional implications that corruption has on growth, equity and poverty. In the words of UN Secretary General Kofi Annan, “Corruption is an insidious plague that has a wide range of corrosive effects on societies. It undermines democracy and the rule of law, leads to violations of human rights, distorts markets, erodes the quality of life, and allows organized crime, terrorism and other threats to human security to flourish.”  Ultimately, corruption destroys confidence in the functioning of the democratic institutions.
If corruption is not dealt with resolutely the Millennium Development Goals (MDGs), in particular MDG 2 (universal education) and MDGs 4, 5 and 6 (child mortality, maternal health and HIV/AIDS, malaria and other diseases) will not be achieved
. States need to take the necessary steps to ensure that there is no discrimination in the efforts of their citizens to exercise their rights to development, employment, food, health, education and other basic human rights. Corruption in all its forms constitutes a violation of this obligation
.

With 3.8 billion people living in Asia and the Pacific, what happens in the region will matter greatly for the eradication of poverty and the achievement of global prosperity. The increased attention given to good governance by the members of ASEAN and APEC is a promising trend. But despite remarkable progress in the region, 50 percent of the world’s poor still live in Asia. Income disparities in South Asia are some of the largest in the world. Perceptions of high levels of corruption remain and continue to dilute the remarkable gains in development that have been achieved in the region.
Since the RHDR will cover a range of corruption related issues, involving not only the public sector but also the private sector
 and elected politicians at various levels, this paper proposes to define corruption as “the abuse of entrusted power for private or political gain”. This definition ensures that the corruption problem is addressed in its entirety. 
2. Perceptions of corruption and governance in the Asia-Pacific

While no country is immune to corruption, studies using objective and subjective indices show significant differences among countries. In Asia and the Pacific, with a few exceptions, countries usually do not fare well and corruption in Asia is qualified as endemic and systemic
.

Analyzing the causes of and solutions to the problem of corruption in the Asia-Pacific is a challenge because of the great cultural, ethnic, political and religious diversity of the 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 two most populous countries as well as some of the least populated. It currently has 14 of the 50 Least Developed Countries (LDCs); four of which are landlocked countries and six being small islands states. The region also features a variety of governance models, ranging from established democracies to oppressive and autocratic regimes.
The table in Annex 1 summarises selected governance indicators and indices applied in the region. While most of these data sets are based on perceptions and therefore construed as subjective from a methodological point of view, the convergence of information from multiple sources should be noted. 

The average score for the 20 countries (Bhutan, DPR Korea, Maldives, Samoa and Timor-Leste are not ranked) in the region covered by UNDP and listed in Transparency’ International Corruption Perception Index
 (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 TI’s classification all but two (Malaysia and Republic of Korea) of the countries included in the CPI are considered to be highly corrupt, i.e. countries scoring below 5.0.  Two out of the five countries perceived in the CPI to be most corrupt belong to the Asia-Pacific region (Bangladesh and Myanmar).

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, DPR Korea, Lao PDR and Myanmar). A simple comparison between the indicators for Control of Corruption and Rule of Law indicates that there is a strong correlation. Of the five countries belonging to the bottom 10th percentile on Control for Corruption four also score below the 10th percentile for Rule of Law. Again, of the nine countries that scored below the 25th percentile on Control for Corruption all but one 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.
The RHDR will need to take a cautious approach as the use of objective and subjective indicators that aim to show the extent of democracy or political and civil rights in countries remains controversial. Objective indicators (e.g. existence of competitive elections) fail to capture all aspects of democracy while subjective but more comprehensive indicators (e.g. TI, Freedom House
 or the World Bank) based on perception surveys fail to provide scientific measures and thus remain open to disagreements and perception biases (HDR 2002, 36). While the debate on the usefulness of these indicators for comparing country performances continues, efforts are being undertaken to develop new and more reliable standards and benchmarks for measuring trends in the quality of governance
. 
The RHDR provides an opportunity to further analyse the linkages between corruption perceptions/indicators and other benchmarks for good governance. Since the RHDR may  focus on the impact of corruption on the lifes of the poor and ordinary people, the idea of developing an additional People’s Corruption Index which ties human development and corruption is being considered
. Given the multiplicity of existing measures, the cost of developing such an index as well as the efforts required to validate it should be weighed against the potential usefulness of the information that would be generated. Questions related to the sustainability of the process will also need to be addressed. A technical note on the issue prepared by Gerardo Munck will be presented to the stakeholder meeting for comments and feedback. 
3. Corruption, economic growth and development - a regional perspective

The ill effects of corruption are by now well documented. Yet the linkages between corruption and development, corruption and aid and corruption and decentralisation remain issues of debate. While in certain cases there appears to be a positive correlation between some of these variables, for other countries, that direct correlation is less evident. The Asia-Pacific region and the South East Asia sub-region in particular host countries that have witnessed high levels of economic growth and foreign direct investment, and impressive reductions in poverty despite high levels of corruption.
The table in annex 2 provides an overview of the economic performance
 (GDP growth, ODA figures) of the countries in the Asia-Pacific region, and their respective scores on two Corruption Perception Indicators (TI and World Bank). The table does not show a clear correlation between levels of corruption and economic growth or levels of corruption and ODA per capita. In fact some of the countries with the highest levels of corruption also have relatively high levels of economic growth.
Economic development and degree of corruption predictability 
The presupposition that the biggest casualty of corruption is the development process (corruption hampers development and investment) may not be entirely correct. In certain countries, corruption does present a serious obstacle to development, while it appears to have lesser or no effect at all in others.  It is thus important that the linkages between corruption and development are better understood, departing from the general and perhaps too simplistic assertion that corruption impacts negatively on investment and economic growth. In fact, as shown in the table in annex 2, the links between GDP growth rates and corruption perception levels are not all that obvious. Two variables tend to play a determining role: (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
.

There is a general consensus that businesses require predictability. The region however offers examples of countries that have been able to attract large foreign investment, despite endemic levels of corruption
. There may be various reasons for this but a major rationale is that these countries have been able to maintain control over and predictability of the corrupt environment, and by doing so, were able to ensure relative confidence in the investment climate
. On the contrary, in corrupt societies where political and bureaucratic controls are weaker, officials at all levels will attempt to maximize their own gains, thus creating an environment of “corruption unpredictability”, that results in lower levels of investment. 
In addition, there are also countries in the region (and elsewhere) where several levels of government operate as independent monopolists, and where corruption is endemic and unpredictable, yet investment and economic growth continues at a steady pace (e.g. Bangladesh, Brazil, Mexico and India). Most of these countries have very large consumer markets. A comprehensive study
 of the impact of corruption on growth and investment concluded that the relationship between corruption, growth and investment appears to be different for small and larger countries. The study suggests that countries with large consumer markets will be more likely to have high levels of investment and development despite high levels of corruption. Widespread corruption would thus be more damaging to investment and growth in small developing countries than in the larger ones
.
The RHDR could build further on the findings of these empirical studies to provide a more in-depth analysis of the relationship between corruption, investment and economic development in the Asia-Pacific region. A good understanding of some of these dynamics in different country settings in the region is needed as it can explain why measures to reduce corruption do not always yield the expected economic outcomes.
Corruption and development aid

After years of declining levels of aid, optimism in the development community has increased again in 2005, when ODA rose by 31.4 percent to an unprecedented level of $106.5 billion. In the region itself, ODA per capita varies substantively, from $0.9 in China and India to $186 for Timor-Leste (see Annex 2). The question is whether increased ODA in itself is enough to make a change in development? Certainly not. In many countries aid has disappeared into private accounts or has not benefited the intended beneficiaries. Despite hundreds of millions of dollars of aid many developing countries are no better off than they were a few decades ago. The situation in Asia is not as bleak, but it is no secret that corruption and weak oversight have limited the effect of international assistance in a number of countries in Asia Pacific.

The direct effect of aid on corruption remains a contested issue. Aid is, in many cases, a source of “rents” that can have adverse effects on the quality of governance and levels of corruption
. Aid budgets are also thought to have fuelled internal systems of patronage and sustained regimes that might not otherwise have survived. Hence, while there may not be a direct correlation between increased aid and the quality of governance, evidence would point to an indirect relationship, because high levels of aid impact negatively on the level of corruption, thus reducing the overall governance performance. Hence, efforts to achieve sustainable development should not rely solely on increased aid for physical and human capital projects; investments to improve governance and combat corruption are equally important.
Experiences also call for special caution for aid delivered in disaster relief and conflict/post-conflict situations, where the sudden flows of large amounts of funds, pressure for rapid delivery, as well as the substantial economic opportunities that arise from large-scale reconstruction, create increased risks of corruption
. Lessons learned stress the need for an active participation of affected communities in the monitoring of relief and reconstruction. 
The whole debate on how to ensure sustainable development solutions has reignited the debate on aid effectiveness. New forms of aid delivery such as Direct Budget Support
 are presenting new challenges to accountability, which the RHDR could analyse in more detail. 
4. Corruption, quality of governance and human development 

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 or are likely to be more successful in their efforts to come to terms with corruption. The Asia-Pacific region has many diverse forms of governance, with diverse levels of achievement in human development. Yet to date, there is still no clear and universal answer to the question on the kind of governance efforts developing countries should focus on to guarantee sustainable progress in human development. Is it the improvement of the regulatory frameworks? Increased government effectiveness? More respect for the rule of law? Or a combination of all of these? In what sequence and order? Blueprints do not exist. As witnessed recently in a number of post-conflict countries, it is very difficult to agree on the kind of reform approaches and instruments that will be most effective in instilling and propagating democratic values. In many transition countries there are indications that both economic and political reforms are accompanied by higher levels of corruption. Hence, answers are not easy to provide. Governance indicators, including those covering the control of corruption touch upon complex societal processes that demand to be analyzed with due consideration of the socio-economic and political context.  

Would this suggest that there may be a direct correlation between local culture and levels of corruption and progress in human development
? Certainly not. Corruption is a problem that affects all cultures and religions in both developing and developed countries.  For the region in particular, findings in a UNDP study
 (2003) contradict the myth that development successes and failures are driven by culture or religion
. The World Bank Institute also “sees no evidence that ideology or culture are culprits behind corruption”. Corruption has thrived and been quashed by governments of all political leanings.

Corruption, quality of governance and human development

The Asian crisis of 1997 provided proof of the dangers inherent to public management systems that are not founded on the principles of good governance. While corruption may not always present itself as a major obstacle to investment and economic growth, it certainly constitutes one of the main impediments to sustainable human development. Hence, from a (longer-term) human development perspective, actions to combat corruption and improve the quality of governance are certainly seen to enhance economic growth in a much more sustainable manner.
 Hence, greater attention is also being given to the particular impact that corruption has in the sectors that have a direct impact on human development, such as health and education.
  But moving beyond economic growth to human development requires political participation and economic freedom backed by a broader human rights platform. This reaffirms the statement made earlier in this paper that corruption constitutes a violation of a state’s obligation to guarantee citizens the freedom to exercise their human rights without discrimination.
Figure 1 in annex 3 shows the correlation between the average scores on the governance indicators (WBI) and levels of human development. Figure 2 in annex 3 shows the scores of the TI’s CPI, the HDI and the World Bank Corruption Control values. Except for a few countries, there appears to be a positive correlation between the World Bank and the TI scores and the level of human development. 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 TI’s 2005 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 (see Figure 2).
Corruption and decentralisation

Since the 1990s, decentralisation has gained momentum in the region. In response to demands for more legitimate local representation and citizen participation, sub-national governments continue to develop and are delivering many critical services and account for a significant proportion of total public expenditures. There is no doubt that decentralisation has produced some gains in service delivery and public participation at the local level. However, the relationship between decentralization and good governance remains debated. Experience so far has highlighted a range of governance risks (e.g. state capture
, clientelism, capacity constraints, competition and weaknesses in information flows). The World Bank in a recent study
 argues that the effects of government deficits may be more prevalent at the local level than at the national level. Furthermore, if poorly designed, decentralization in itself can even exacerbate existing governance distortions, thus leading to the proliferation of corruption
. 
These findings do not imply that decentralization and good governance are mutually excluding. Rather, it underscores the need to undertake an in-depth analysis of the context in which decentralization takes place before embarking on such reforms. Care should be taken not to rush too fast towards decentralized governance if there is a risk that these reforms may lead to an increasing number of patron-client
 and corruption networks. Eventually, the greater transparency offered by increased participation of poorer groups through decentralization, and their developing skills at influencing decision-making at the local levels could assist them in curbing the power of rural elites to appropriate benefits
 and lessen corruption.
5. Recent trends and issues
The Asia-Pacific region has seen a recent increase in anti-corruption initiatives, ranging from the development of new anti-corruption and Access to Information laws, the establishment of new institutions to prevent and fight corruption, to the building and strengthening of regional, sub-regional and cross-regional coalitions to join forces to better combat corruption.
To date 19 of the countries covered by UNDP in the Asia-Pacific region have signed the UNCAC and three of these have also ratified the convention (China, Mongolia and Sri Lanka). Of the 25 countries in the region covered by UNDP, 17 are full members of ADB-OECD’s Anti-Corruption Initiative for Asia and the Pacific and one additional country (Lao PDR) has joined the coalition as an observer
. In addition, ASEAN’s latest Plan of Action 2004-2020 signed in Vientiane pays increased attention to governance issues, including explicitly mentioning corruption as a governance issue that requires special attention. APEC has constituted an expert group to look at corruption and build capacity in member countries. These developments explain the recent trends that can be observed in the region and which have a direct bearing/influence on anti-corruption strategies in the region.

Access to information and role of media
Access to information and freedom of expression are basic human rights which are considered prerequisites for empowering people and ensuring voice and participation and is thus a key to the fight against poverty and corruption
. The 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. those institutions put in place to prevent/combat corruption.
Indeed, of the ten best performers in the TI’s CPI, eight countries have legislation in place for access to information.
 Of the ten worst performers in the CPI, few if any country has effectively enacted and implemented legislation to secure Citizens’ Right to Information. This would indicate a clear link between effective anti-corruption policies and a conducive environment for media involvement and access to information. Unfortunately, and despite the emergence of the media as a strong and vibrant institution for civic engagement and informed debate on policy issues, the transparency record of a number of countries in the Asia-Pacific region is not encouraging. Restrictions remain on basic civil liberties – the rights to free speech, assembly and information
. Over the past years, the Asia region has seen more journalists killed, threatened and imprisoned than any other region in the world, with such acts often associated with elections, corruption and other topics of critical importance to a democratic culture. The UNCAC now invites states to take the necessary measures to enhance access to information to the general public and to promote active participation of individuals and groups outside the public sector.
Role of civil society

Like the media, civil society has an important role to play in the fight against corruption. At the international level large non-governmental organizations (NGOs) such as TI and Global Witness have played a significant role in placing the issue of corruption firmly on the policy agenda. Civil society involvement is essential in terms of awareness raising and ensuring public participation in the fight against corruption, without which any anti-corruption strategy is likely to fail. There are several examples of where civil society organizations (e.g. national chapters of TI) across Asia and the Pacific have significantly contributed to the fight against corruption as well as in holding central and local governments accountable for their actions and use of development funds. Yet several countries in the region have restrictive or unclear civil society legislation/regulations. There is thus clearly a need to advocate for a more enabling environment for civil society.  There is equally a need to address the issue of accountability and transparency on the part of civil society itself.  Codes of conduct for civil society organizations are just one example of possible measures to ensure that NGOs adhere to the same high standards that they demand of the government.
Political corruption

Throughout the world, the public has suffered a tremendous loss of confidence in politicians, jeopardising the effectiveness of elected representation as the main vehicle for conducting democratic processes. Measures to address the problem of political corruption seem to have had only limited success. It is also not uncommon to see politicians at all levels being re-elected despite allegations of or convictions for corruption offences. 

While debates continue on effective measures to address the problem
 there is also growing recognition of the fact that the lines between political corruption and bureaucratic and criminal corruption are often blurred and that all seem to be mutually reinforcing. Hence, the definition proposed in the introduction of this note “corruption is the abuse of entrusted power for private or political gain” ensures that the corruption problem is addressed in its entirety
. 
The increased awareness of the detrimental effects of political corruption on the sustainability of democratic institutions has caused parliamentarians to unite their efforts in the fight against corruption. The South East Asian Parliamentarians Against Corruption (SEAPAC) was established in Manila in 2005. SEAPAC is the regional branch of GOPAC
. It is a non-for-profit organization devoted to bringing together parliamentarians, leaders and other members of civil Society from the South East Asian region to combat corruption and promote transparency, accountability and good governance. 
Cross-border issues and trans-national crime

The scourge of corruption presents particular challenges at the trans-national level. At the heart of the problem is frequently trans-national organized crime exploiting the existence of poorly governed states with accompanying weak institutional and legislative frameworks for combating corruption. Human trafficking of migrants and sex workers (disproportionately impacting vulnerable groups including women and minorities); narcotics; and smuggling (including the illicit trade in arms) are some of the activities involving organized crime. These activities are made possible by porous borders and weak or nonexistent law enforcement, and systemic corruption, at various levels of the establishment. 
Money laundering, often requiring international transfers, is essential to covering up proceeds of illicit activities. The need to prevent the transfer of illicit funds across borders has taken on an added importance in view of the funding of terrorist networks, requiring safeguards on formal as well as informal financial institutions. Corruption and organized crime thus not only threaten the stability of individual states but stand to destabilize entire regions, potentially impacting on countries that have taken effective measures towards combating corruption and organized crime. The gains from illegal activities are a source of funding of violent conflict (insurgencies, terrorism, etc.) as well as for maintaining illegitimate regimes. This highlights the importance of addressing the trans-national dimension of corruption as it poses a threat to human security and continues to fuel violent conflict in the region.

Corruption and natural resources
Organized crime, corruption, smuggling and illegal exploitation of natural resources is linked to underdevelopment and the perpetuation of conflict. In fact a wealth in natural resources may itself contribute to high levels of corruption in a country. Numerous studies have also shown a link between natural resource wealth and poor economic growth.
 Whereas the revenue from natural resources should go to support growth and development, it is all too often misappropriated by corrupt officials. In fact, in resource-rich countries it may be easier to maintain authority through bribery and corruption than through growth-oriented economic policies. These governments have less need to build up the institutional infrastructure necessary for improved governance as well as development outside of the natural resource sector, leaving the rest of the economy underdeveloped. This pattern is widely referred to as the “natural resource curse”, i.e. where natural resource wealth creates stagnation and conflict, rather than economic growth and development. High levels of corruption also tend to go hand in hand with environmental degradation. Corruption results in the non-enforcement of environmental regulations and legislation allowing for the careless exploitation of natural resources as well as uncontrolled emission of harmful pollutants.

Gender and corruption

A number of reports would suggest that women are less tolerant of corruption. Hence, there have been attempts to establish a direct relationship between the number of women in high level political positions and perceptions of corruption resulting from their presence and influence. But several authors
 saw these comparisons as lacking solid empirical evidence and being an oversimplification of complex gender relationships. The social context will largely determine women’s access to illicit earning. Furthermore, “women” does not denote a single social group. One of the studies on women’s attitudes towards corruption shows that in several countries women’s perception of corruption does not differ from that of men. In fact the attitude of women towards corruption differed more between countries than it did between men
.

Nonetheless, corruption clearly has a particularly damaging impact on women, who may face increased social, cultural, political and institutional discrimination and restricted access to services in a highly corrupt society. In view of the particular challenges that corruption poses to women there is a need to take specific account of women’s perception on corruption, in particular in those sectors that affect them directly, e.g. the health and education sectors.  Hence, the RHDR will ensure that gender considerations – i.e. perceptions of both men and women - are taken into account when analysing corruption in the Asia-Pacific region. 
6. Conclusions
In coming years governments and their development partners need to work together collectively in the Asia-Pacific region to enhance transparency, predictability and accountability – we can achieve all this with the participation of citizens and civil society fully into the democratic process.

The rewards from reduced corruption sometimes are not always immediate. But, the sanctions for corrupt behavior will have to be. We need to convince governments in the region not only to pass anti-corruption laws but also to take strong and exemplary actions against those who disobey these laws. Many countries have begun to take such actions.

Corruption is a complex phenomenon – and the way forward requires a broad-based, holistic approach that addresses both the "demand" and "supply" sides of the problem -- preventive and corrective steps must be taken to address both the givers as well as the receivers of bribes.

This paper outlines currents trends in corruption with examples from Asia and the Pacific region. It looked at existing perceptions on corruption and attempted to link it to human development. The evidence suggests that corruption is linked to negative effects in a number of development indexes, and makes life difficult for the poor and the underprivileged. The evidence linking corruption to economic growth is more complex; the paper shows that in some countries having a fertile corrupt environment does not take away from economic development.
The RHDR will need to concentrate on those aspects of corruption that move the countries of Asia and the Pacific to take action and reduce the incidence, modality and scope of corruption. As discussion during the stakeholder consultation meeting will include brainstorming sessions on the scope, orientation and content of the upcoming report, the issues addressed in this background paper provide some food for thought on possible issues for discussion: 

· A new Corruption Index – is there really a need and will UNDP have the resources to sustain the effort over the coming years?
· Corruption, Politics, Business and the role of Parliaments

· Corruption and the MDGs – service delivery to the poor 
· Corruption and Economic Development/Aid 
Such choices are not easy and must be motivated by a number of decisions. In our view innovativeness, feasibility and degree to which the work leads to concrete change in countries are key to this process.  To help the debate on focus, a number of suggestions are enumerated in Annex 4, which could help guide the discussion.
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Annex 2 - Table 2: Growth rates and ODA data 

Annex 3 :  Figures comparing quality of governance, levels of corruption and human development 
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Endnotes 

	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
	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
	6.50
	31

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

	Korea (DPR)
	-
	-
	-
	6
	6
	6
	No
	No
	No
	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
Annex 2 - Table 2: Growth rates and ODA data 
	Countries
	ODA received (per capita) US$
	ODA received (Total) US$ million
	\WB Indicators Control of Corruption 2004*
	TI CPI 2005 (10.0 being least corrupt)
	TI CPI 2005 (rank out of 159 countries and territories)
	Annual Growth Rate (GDP per capita) 1990-2003)
	Annual Growth Rate (GDP per capita) 2005

	Timor-Leste
	186.1
	150.8
	4
	-
	-
	-
	2.3

	Samoa
	185.6
	33.0
	3
	-
	-
	2.4
	5.1

	Mongolia
	99.7
	247.1
	4
	3
	85
	-2.5
	6.2

	Bhutan
	88.1
	77.0
	2
	-
	-
	3.6
	6.1

	Maldives
	61.3
	18.0
	3
	-
	-
	4.7
	-5.2

	Fiji
	61.2
	51.1
	3
	4
	55
	1.8
	0.7

	Lao PDR
	52.8
	298.6
	6
	3.3
	77
	3.7
	7.2

	Papua New Guinea
	40.1
	220.8
	5
	2.3
	130
	0.2
	3.0

	Cambodia
	37.9
	508.0
	5
	2.3
	130
	4.0^
	13.1

	Sri Lanka
	35
	671.9
	3
	3.2
	78
	3.3
	6.0

	Viet Nam
	21.8
	1768.6
	4
	2.6
	107
	5.9
	8.4

	Nepal
	18.9
	466.7
	4
	2.5
	117
	2.2
	2.3

	Bangladesh
	10.1
	1393.4
	6
	1.7
	158
	3.1
	6.0

	Philippines
	9.1
	737.2
	4
	2.5
	117
	1.2
	5.0

	Indonesia
	8.1
	1743.5
	5
	2.2
	137
	2.0
	5.6

	Pakistan
	7.2
	1068.4
	5
	2.1
	144
	1.1
	8.6

	Malaysia
	4.4
	109.1
	3
	5.1
	39
	3.4
	5.2

	Myanmar
	2.6
	125.8
	6
	1.8
	155
	5.7^
	13.2

	Iran
	2.0
	133.1
	4
	2.9
	88
	2.1
	-

	Singapore
	1.7
	7.1
	1
	9.4
	5
	3.5
	6.4

	China
	0.9
	1324.6
	4
	3.2
	78
	8.5
	10.2

	India
	0.9
	942.2
	4
	2.9
	88
	4.0
	8.4

	Hong Kong S.A.R.
	0.7
	5.0
	1
	8.3
	15
	2.1
	7.3

	Australia
	-
	-
	1
	8.8
	9
	2.6
	-

	Japan
	-
	-
	2
	7.3
	21
	1.0
	-

	New Zealand
	-
	-
	1
	9.6
	2
	2.1
	-

	Korea (Republic of)
	-
	-
	3
	5
	40
	4.6
	4.0

	Thailand
	-
	-
	4
	3.8
	59
	2.8
	4.5

	Afghanistan
	-
	-
	6
	2.5
	117
	-
	14.0

	Korea (DPR)
	-
	-
	6
	-
	-
	-
	-

	
	
	
	
	
	
	
	

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

	^Data refer to a period shorter than that specified
	
	
	
	
	


Source: http://adb.org/Documents/Books/ADO/2006/update/documents/ado2006-update.pdf
Annex 3 :  Figures comparing quality of governance, levels of corruption and human development 
Figure 1: Average Governance Ind1icators and Human Development Index
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Figure 3: Corruption, Human development Index and TI Corruption Index: Comparison between the human development indicators, the World Bank’s Corruption Control values and the Transparency International’s CPI.

Annex 4
Suggestions for Possible Focus Areas of the RHDR – for discussion and feedback at the technical /stakeholder meetings
Corruption Indices and their HDR correlates

· Attempts to establish correlations between existing data in Asia, using TI, WB, Freedom House and other agencies indices. The aim is to see whether a pattern is discernible. The data should corroborate some established views but possibly also dispel others (e.g. that FDI does not flow to corrupt countries)
· It establishes a new index based on corruption’s perceived or real effects on human development , if the evidence weighs in favour of such an indicator
Corruption, Politics, Business and the role of Parliaments

· Reviews the political culture in Asia. While it may be difficult to draw very sweeping conclusions, some subregions are similar. For example, the Southeast Asian trait of “not losing face” leads many corruption cases to go unresolved.

· The report could look at the relationship between tradition and corruption, assessing whether the claim that there is no link between tradition/culture and corruption is true or not.

· Parliaments ought to be watchdogs and do their oversight duties. However, in many countries oversight committees do not work at all, or are very late in looking at audit reports. Audit reports themselves are weak and fraught with mistakes and shortcomings. Parliamentary codes of ethics rarely exist, and when they do have little impact.

· Business culture in Asia has been often pointed for some significant failures like the 97 crisis. Corporate governance is problematic. Families, clans are strongly tied to politics and feed each other. In many countries this leads to grand corruption or state capture robbing citizens of development resources.

· Legal and judicial culture also adds to maintenance of corruption. Anticorruption laws (and other regulations that may curtail corruption) are rarely (or selectively) implemented; governments create agencies each responsible for the same law, leading to gross inefficiencies and increased rent seeking opportunities

Corruption and the MDGs

· Effects on Education: Demonstrates that education suffers because of problems in procurement, petty corruption such as gifts and bribes to teachers and school administrators, assignment of teachers to geographically unpopular areas, low salaries, licensing of universities, insufficient budgetary resources or funnelling of education resources elsewhere, buying and selling of diplomas, etc.. Major problem is loss of trust in the country’s education system.

· Effects on health: TI finds that corruption in the health sector encompasses bribery of regulators and health professionals, manipulation of information on drug trials, diversion of medicines and supplies, procurement and over-billing of insurance. Corruption deprives people of access to health care and can lead to wrong treatments. The poor are disproportionately affected because they cannot afford the bribes or pay private providers when public health services are depleted due to corruption.

· Corruption in the Civil Service and Local Government: The effects are on service delivery and the poor are the ones to suffer most. Here one can look at the role of salaries, recruitment and promotion, local level procurement, small town politics and nepotism.

· Effects on the Environment: There is a lot of documentation on development projects that harm the environment, displace people, and upset livelihoods. The choices of these projects (big dams, highway schemes, etc) are often motivated more by their lucrativeness to those who are in a position to “privatize” the state for personal gain. The distortions brought about by corruption in public policy choices are most readily apparent in the area of environment.

· Corruption and Human Rights: Corruption, apart from violating the rule of law, results in the violation of a range of human rights, depending on the context. Access to information and freedom of expression are basic human rights. They are needed to empower people, and they are weapons in the fight against poverty and corruption. Following the human rights based approach to development can in itself be an anti-corruption strategy.

Corruption and Economic Development/Aid

· From a human rights perspective, corruption violates the rule of law, and is normatively wrong.

· Whether corruption “oils” the wheels of business and hence increases economic growth, or is grit in the machinery, slowing down economic growth, corruption is intrinsically bad, and its instrumental consequences are irrelevant.

· "Reducing corruption in developing countries by opening markets would be reason enough to liberalize, even if no other economic benefits materialized." (Amartya Sen).

· If reduction in the extent of bureaucracy’s discretion and more openness and transparency can reduce corruption, then that is a good reason to adopt those policies, and it is also likely that those policies will be instrumental in accelerating growth and human development.

· Aid: One can review data on how corruption creeps into the aid process and funds and ask whether aid creates or legitimizes corruption. The review can also look at recent changes to the aid effectiveness agenda and questions the degree to which this can curb corruption. There is a lot of evidence on the distortions of incentives and inducements for corruption in the business of external aid. Corruption is the central concern now of the World Bank and a critical examination of the efforts of IFIs to control corruption would be a useful.

 Endnotes
� 	For national public officials, the UNCAC demands mandatory action for both “active bribery” (the promise, offering or giving to a public official of an undue advantage….) and “passive bribery” (the solicitation or acceptance by a public official of an undue advantage…).


� 	Klitgaard provides ample data from Asia showing governments paying 20 to 100 percent more for goods and services due to corrupt procurement practices (Klitgaard, R., Controlling Corruption. Berkeley and Los Angeles: University of California Press, 1998).


� 	In the Asia-Pacific, nearly 20 percent of the population – more than 620 million people – live on less than $1 a day.


� 	Among many examples, corruption has been shown to thwart the delivery of food to children and the poor – contributing to Asia’s disturbingly high rates of child malnutrition – and to determine who has the right to increasingly scarce water resources. Corruption in large-scale public projects has resulted in a major loss of public funds needed for essential public services.


� 	In line with this thinking, the 11th International Anti-corruption Conference in Seoul (May 2003) condemned corruption as immoral, unjust and repugnant to the ideals of humanity enshrined in the Universal Declaration of Human Rights and confirmed the conviction that all human beings have a basic human right to live in a corruption-free society.  


� 	The Volcker report (2005) listed more than 2,000 companies suspected of fraudulent activities associated with the Oil-for-Food program (nearly half the total of companies involved).


� 	The Global Corruption Report 2004 points out that corruption is rampant in public services across Asia-Pacific and impinges directly upon everyday life.


� 	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/�.


� 	Since 1972, Freedom House has published an annual assessment of the state of freedom (political rights and civil liberties) in 192 countries (� HYPERLINK "http://www.freedomhouse.org" ��www.freedomhouse.org�). Its surveys rely on a wide range of sources – including foreign and domestic news reports, publications by NGOs, think tanks and academic analyses etc. 


� 	Several international institutions and civil society actors are now in the process of developing new governance indicators (World Bank, DFID, CIDA, Sida, CIVICUS and others). UNDP’s Centre on Governance in Oslo is also undertaking research to create governance indicators from a pro-poor and gender sensitive perspective, reflecting the particularities of developing countries.


� 	Transparency International’s Global Corruption Barometer presents the results of a public opinion surveys in 69 low, middle, and high-income countries. The Barometer seeks to understand how and in what ways corruption affects ordinary people’s lives, providing an indication of the form and extent of corruption from the view of citizens around the world. Through its focus on public opinion, the Barometer complements the CPI and Bribe Payers Index, which are based on the opinions of experts and business leaders. The number of countries covered in the Asia-Pacific region however remains limited (Cambodia, India, Indonesia, Japan, Malaysia, Pakistan, Philippines, Republic of Korea, Singapore, Thailand as well as Hong Kong and Taiwan).


� 	A large number of UNDP programme countries in the region achieved high levels of GDP growth (+ 5%) in 2005. East and South Asia had the highest GDP growth rates (7.7% and 7.3% respectively) followed by South East Asia (5.5%) and the Pacific (2.9%).  


� 	M. Collette, J.P.M. van Heeswijk, J. Jabes and C. Wescott, Governance, Transparency, and Attracting Foreign Direct Investment in Asia, Global Forum on International Investment, Johannesburg, November 2003. See also McIntyre, A., Institutions and the Political Economy of Corruption in developing Countries, Discussion paper presented at the workshop on Corruption, Stanford University, 2003. 


� 	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). 


� 	This phenomenon has been called the East Asian Paradox, i.e. “the achievement of very high growth rates in real income per capita over relatively long periods of time, in the face of high levels of corruption”. 


� 	For example, for more than three decades, Indonesia attracted rates of private investment significantly above the average for developing countries, despite autocratic politics and very low corruption perception rankings. Despite the level of corruption in Indonesia, foreign and local firms continued to invest substantively in the country. 


� 	Rock, M. and Bonnet, H., 2004, pp. 999-1017.


� 	There have also been a series of studies that looked at possible correlations between corruption and the size of the bureaucracy/public service. A study conducted in 2003 uses cross-country regression analysis comparing data on four variables for the years 1980, 1995 and 1996: measures of corruption, public sector size, per capita GDP, and the level of development. In contrast with conservative thinking on the subject, the study suggests there is a negative relationship between a country’s perceived corruption and the size of a country’s government sector relative to the economy. In other words, the expansion of the government sector in a nation does not lead to an increase, but, rather, to a reduction in the amount of perceived corruption (DiPietro, W., National corruption and size of the public sector, Briefing notes on Economics, Issue No. 55, December 2002/January 2003 - � HYPERLINK "http://www.richmond.ac.uk/bne" ��http://www.richmond.ac.uk/bne�)


� 	Everhart S. & McNab R., Rethinking International Aid, is international aid harmful to economic development, Business and Economic Review, April-June 2003. 


� 	The Office of the Special Inspector General for US Reconstruction in Iraq, Stuart Bowen, released figures showing that Iraq looses US$4 billion to corruption each year since 2003. The situation in Afghanistan is also causing concerns of widespread fraud in procurement contracts and other aid related expenditures.


� 	While direct budget support accounted for only a small part of total ODA in the 1990s, it is growing as a business, with 50 percent of all ODA now channelled through some form of DBS, and several donors have signalled a commitment to increasing their share of aid given as DBS.


� 	This year in August, the Prime Minister of Malaysia, acting President of the Organisation of the Islamic Conference, took the initiative to organise and host the 1st Anti-corruption and Enhancing Integrity Forum in which 45 of the 57 Islamic member states participated. In his opening speech, the Prime Minister reminded that Islamic countries (total population of 1.8 billion people), in general, score relatively low on the TI Corruption Perception Index. More than half of the bottom 10 places are occupied by Muslim countries.


� 	Keuleers P., Governance in the LDCs in Asia Pacific – March 2004.


� 	The study revealed that the three Asian LDCs that scored highest on average on the World Bank’s governance indicators were the Maldives, Bhutan and Samoa. Maldives is a Muslim island state. Bhutan is a Budist landlocked country and Samoa is a Catholic Pacific Island. These three top performers among Asia’s LDCs have different social and religious structures and also substantively different governance systems.


� 	Everhart, S. and Mcnab R., Rethinking International Aid. Is international aid harmful to economic development, Business and Economic Review, April-June 2003. 


� 	As evidenced by TI’s work in these areas. On corruption and education see: � HYPERLINK "http://transparency.org/global_priorities/ education/corruption_education" ��http://transparency.org/global_priorities/ education/corruption_education�. On corruption and health see: � HYPERLINK "http://transparency.org/global_priorities/health" ��http://transparency.org/global_priorities/health�, as well as the 2006 Global Corruption Report dealing specifically with corruption and the health sector.


� 	State capture refers to “actions of individuals, groups, or firms either in the public and/or private sectors to influence the formation of laws, regulations, decrees and other government policies to their advantage through the illicit and nontransparent provision of private benefits to politicians and/or civil servants.


� 	East Asia Decentralizes, World Bank, 2005.


� 	For example, in Indonesia, private firms perceived decentralization as having a negative impact in four areas: labor regulations, licenses, policy uncertainty, and corruption. The latter two (policy uncertainty and corruption) in particular were seen by nearly 50% of the business people to have worsened. More than 30% of the firms surveyed have stated that informal payments to local governments have increased and that a greater regulatory burden has been imposed on them (World Bank 2005, p. 244).  


� 	This would explain why countries like the Philippines and some countries in South Asia, where such networks are managed by competing groups in society (and local governments) and where central government is weaker, face high levels of corruption combined with low levels of growth and investment.


� 	Manor J., (1999) “The Political economy of Democratic decentralization”, Washington DC, World Bank 1999.


� 	Bhutan will also be invited to become an observer.


� 	Article 19 of the International Covenant on Civil and political Rights protects the “freedom to seek, receive and impart information”. It is notable that during the first session of the UN General Assembly in 1946, it adopted resolution 59(1) which stated: “freedom of information is a fundamental human right and […] the touchstone of all the freedoms to which the UN is consecrated”.


� 	Eight countries and territories in the Asia-Pacific region have such legislation in place: Australia, Hong Kong, India, Japan, New Zealand, Pakistan, Republic of Korea and Thailand. The Philippines also have extensive provisions in the Constitution allowing for access to information.


� 	According to Freedom House in only 4 of the developing countries in the region is the media considered to be free, with 7 considered to be partly free and 14 not free. The less controversial “Reporters Without Borders’ Press Freedom Index” also provides a disappointing picture, with two of the five most restrictive countries (DPRK and Myanmar) belonging to the region. Of the 23 Asian countries included on the index 19 are placed in the bottom half and 12 are ranked in the bottom quarter of the index.


� 	Political corruption is sometimes sub-divided into “extractive corruption” (through which political leaders gain personal financial advantage) and “political corruption to maintain power” (used basically to control and manipulate political machineries and electoral systems, among other mechanisms).


� 	The UN Convention against Corruption calls for measures such as prescription of criteria concerning candidature for and election to public offices, enhancement of transparency in the funding of candidatures for elected public offices and, where applicable, the funding of political parties and adoption, maintenance, and strengthening of systems that promote transparency and prevent conflicts of interest.


� 	Within the UNDP Democratic Governance group also, an E-discussion is currently ongoing on the topic of political corruption.  The E-discussion also includes a survey on political corruption, the findings of which will soon be available and could be useful for the RHDR.    


� 	The Global Organization Against Corruption (GOPAC) is an international network of parliamentarians dedicated to good governance and combating corruption throughout the world.


� 	E.g. Sachs, J. and Warner, A. (1995): Natural resource abundance and economic growth


� 	Goetz, A.M., (2003): Political Cleaners: How Women are the New Anti-Corruption Force. Does the Evidence Wash? See also Alatasa, V., et al., (2006): Gender and Corruption: Insights from an Experimental Analysis, � HYPERLINK "http://www.economics.unimelb.edu.au/lcameron/papers/gender1.pdf" ��http://www.economics.unimelb.edu.au/lcameron/papers/gender1.pdf�


� 	Alatasa, V., et al., (2006): Gender and Corruption: Insights from an Experimental Analysis,
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