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I. INTRODUCTION

The Institutional Corruption Risk Management (ICRM) How-To Guide presents practical advice on
how to apply technical approaches to (a) highlight corruption vulnerabilities in government
institutions and functions and (b) design targeted measures to reduce those risks and prevent
corruption in the future. Once an institution has agreed to receive anti-corruption support or has
identified particular functions or processes that are in need of reform, the ICRM methodology can be
initiated. The objective of the ICRM is to offer rigorous assessment and systematic analytical
approaches to support institutions that are ready to prioritize and implement corruption prevention
policies and practices.

Methodology

The ICRM is a two-step process. First, when a government agency indicates its political will to
address corruption in its internal processes, the Vulnerability to Corruption Assessment
(VCA) is conducted at an institutional level. It provides a scan of the status of the organization’s
integrity framework and corruption prevention measures. It assesses the extent to which laws,
regulations, rules, procedures and control mechanisms are on the books and, if they are, the extent
to which they have been put into practice. This VCA phase assesses ten dimensions of the integrity
framework:

I. Leadership and Commitment

2. Decision Making and Discretionary Power
3. Conflicts of Interest

4. Code of Conduct

5. Gifts and Benefits

6. Whistleblowing and Internal Reporting

7. Complaint Management

8. Management and Internal Control

9. Internal Audit

10. Transparency and Access to Information

Each dimension is measured by a set of indicators' grouped into three categories:
I) Institutional: established policies and procedures and their compliance with the applicable
legislation and/or best practices and standards,
2) Operational: implementation of the established policies and procedures, and
3) Human/behavioral: personnel competencies, values and behavior.

I'In formulating the attributes, several sources were used as references, including the Public Sector Anti-Corruption Framework
(PSACF) by the ICAC/Hong Kong, The Do-It-Yourself: Corruption Resistance Guide by the ICAC/New South Wales, the Philippines
PRIDE Handbook, and the Global Integrity Report (www.globalintegrity.org).
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Depending on the sector or institution, additional indicators of corruption-proneness may be available
that were gathered from the research literature and presented in the USAID Corruption Assessment
Handbook (see Annex 2 of this guide). Overall, based on the results of this VCA phase, it will be
possible to pinpoint major anti-corruption deficiencies in the institution and basic paths that need to
be followed to fix these problems.

The second step in the ICRM approach applies the Business Process Redesign (BPR)
methodology. In this phase, the results of the VCA serve as the starting point for laying out a detailed
approach to fix identified anti-corruption gaps. BPR is a systematic technique that maps out the steps
in the problem functions or processes, identifies the steps that facilitate corruption and abuse, and
then offers specific reforms to those steps to reduce the opportunities for corruption from taking
place.

The BPR steps include:
|. Detailed mapping of the process or function using a graphical flow chart — displaying the

process as it currently is.

2. A process analysis of the map that focuses on the nature of the corruption risks, procedural
efficiency and consistency, the implementers and outcome achievement.

3. Process redesign — as it should be — develops replacement activities that either eliminate non-
value-added steps, remove extraneous involvement of non-needed personnel, streamline
activity flow, or add missing checks and balances to reduce corruption opportunities.

The result of this BPR phase is a clear action plan on what changes need to be made to the deficient
functions/processes to reduce corruption while strengthening outcome effectiveness of the process.

Implementing the ICRM

Both ICRM phases are best conducted by an independent party knowledgeable in corruption prevention
measures and public sector operations. They can also be implemented as a self-assessment by the
institution itself or with the help of an independent party that facilitates the data gathering and analysis. In
this case, it is useful for the public institution to designate a team to conduct the ICRM and to provide the
team with training of the assessment process and corruption prevention measures.

The two-phase ICRM assessment and analysis results in a practical report that summarizes key findings,
points out the most critical anti-corruption vulnerabilities, details the affected processes and functions as
they are currently carried out, and specifies recommendations for improved processes that will reduce the

opportunities for corruption.
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2. PHASE 1. VCA ASSESSMENT

Assessment templates for each of the ten VCA dimensions are provided in this section. Each
template contains a brief discussion about the dimension and a list of suggested indicators
grouped in three categories as described earlier. Each template also has suggested or illustrative
sources of information that can be used for the assessment. These lists of sources should be
expanded and customized when necessary.

The ICRM team should review the templates and add, delete or adjust the individual items in
the templates based on existing laws, regulations and policies related to the target institution.
The team will then collect information by interviewing a variety of stakeholders who work for
the government institution, are citizen/business consumers of the institutions services, or are
subject experts who understand the inner workings and results expected from the institution. In
addition, past reviews and assessments, surveys, audits and other documents concerning the
institution’s operations should be consulted. Sources of information should be documented in
the assessment forms.

The templates identify important factors that affect the way the institution operates and its vulnerability
to corrupt behavior. Team members should complete these templates individually based on the
evidence collected and their best judgment based on interviews. They should assess the level of
implementation of the existing integrity framework against each indicator, make a judgment, describe
its conclusion, rate the level of the implementation, and provide recommendations.

Then the team members should meet as a group to discuss the scores and reach consensus about the
ultimate score and the description of the evidence for each indicator. Upon reaching consensus, the
assessment team should calculate the total score for each dimension and the percent level of
implementation compared to the highest possible score for the dimension.

The level of implementation for each indicator should be described and then rated using

the following scale:

. Leadership &
0— Not implemented Commitment

50%40%

) Decision Making &
40%._ " 7Discretionary Power

|- Poorly implemented

Transparency
36%

2— Partially implemented

3 — Largely implemented Internal Audit £
4 — Implemented completely

> Conflits of Interest

Management & Internal | _30%

40%ode of Conduct
Control

Complaint Managem%gt% 40%ifts and Benefits

Whistleblowing &
Internal Reporting

Figure |. Graphical presentation of the VCA dimension scoring

In addition to these 10 basic templates, the ICRM team should consider the appropriateness of using
one or more of the |9 sets of diagnostic questions for particular sectors, institutions or cross-cutting
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functions, that are found in the Annex of this report. These questions offer targeted questions drawn
from the research literature that point to specific areas of potential corruption vulnerability.

At the end of this process, a radar chart should be developed and a report written that identifies anti-
corruption gaps and deficiencies in the institution’s operations. The major vulnerabilities, in terms of
key processes and functions affected by corruption, should be highlighted and described. Initial ideas on
options to engage in reform to reduce these vulnerabilities should be described in the report’s
conclusions.

VCA Templates

I. Leadership and Commitment

. The role that leadership plays in promoting integrity in the
organization cannot be overemphasized. In a society where
institutions need to be strengthened, leadership can determine the
way an organization deals with the issue of integrity building. This
dimension considers the importance of what a leader says and
does. Senior leaders and officials are key in setting values and
directions, in promoting, practicing and rewarding good
governance, and in using performance management to proactively
address ethical and accountability requirements.

The resolve of leadership to follow through on its statements and values determines the success of
corruption prevention initiatives. Opportunities for abuse of authority should be carefully monitored.
The agency should set clear organizational policies and structure in decision-making and accountability for
senior leaders and officials.

(NOTE: If there is any legislation that requires public institutions to develop and implement
dedicated anti-corruption or ethics strategies/programs/plans, it will need to be reflected in the
table below.)

# Indicators Score @ Source Evidence

A. Institutional

I. | Senior leadership issued and renews regularly (at least annually)
written and verbal statements of the organization’s
commitment to anticorruption principles and ensures that the
message filters down to all employees

2. | Senior leadership ensures that key integrity and anticorruption
agency-wide policies are developed and implemented (e.g. code
of conduct, conflict of interest (COI), whistleblower reporting,
complaint management, internal control, independence of the
internal audit, and transparency and public accountability)

3. | Senior leadership initiated the development, implementation,
and monitoring of the achievements of an agency-wide integrity
and anticorruption strategy and plan

4. | Senior leadership allocates sufficient resources to ensure
implementation or review of the anticorruption commitment
5. | Senior leadership sets an example/right tone regarding integrity
and ethical behavior (by making asset declaration known to
staff, participating in ethics training, publicly recusinghim/herself
from decision making when in Col, etc.)
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Operational

Management demonstrates the importance of integrity and
ethical values to all concerned by regular reminders to the
staff and setting an example/right tone

Integrity and anticorruption measures within the agency are
adopted through policies, guidance and training programs (e.g.
code of conduct, conflict of interest, whistleblower reporting,
complaint management, internal control, independence of the
internal audit, and transparency and public accountability)

Integrity and anticorruption measures are operationalized
throughout the agency in operational functions and key

departments (e.g. stipulation of Col in procurement, verification
of asset declaration in recruitment and promotion, ethical
behaviors as part of the personnel performance evaluation, etc.)

Punishment for violation of integrity and ethics standards is
inevitable and made public while good ethical behavior is
encouraged and rewarded

Human/Behavioral

In recruiting senior managers, their commitment to ethical
leadership and high ethical standards is established

Employees are fully aware of the ethics and anticorruption
policies and standards

Employees are regularly (at least once a year) trained in ethics
and anticorruption

Employees strongly believe and value that the leadership is
committed to integrity and anticorruption
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Summary of findings:

Recommendations:

Possible sources for validation:
e Agency mandate
e Organizational structure/functional chart
e Agency Manual of Operations and Staff Handbook
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< 2. Decision Making and Discretionary Power

\ Decision-making is an integral part of the administrative mechanism of any
J organization. The premise is that all decisions should be based on the principles of
-‘\‘1 ' ; fairness, transparency, and accountability. Decisions should be reached lawfully,
© =% based on relevant considerations, or based on the merits of the case.

/ ‘ Discretionary power is power conferred upon an individual/body by statute or

authority, and the exercise of these powers depends on judgment.
Discretionary powers should be exercised by public officials promptly, in good
faith and in accordance with the provisions of the law. Accountability in the
form of appropriate checks and balances should be present within the system
to avoid corrupt practices going unchecked. The higher the discretion, the
higher should be the level of accountability.

(NOTE: if there is any legislation that stipulates decision making processes or the exercise of discretionary
powers, it will need to be reflected in the table below.)

Indicators Score | Sources Evidence

A. Institutional

I. | Policies and procedures for decision making process are
established and in compliance with legal requirements
[specify applicable legislation if in place]

2. | Delegation of authority for decision making and division of
tasks and responsibilities are clearly stipulated
3. | Policy to guide decision-makers in exercising discretionary

powers appropriately, consistently and fairly are established.
B. Operational

4. | Delegation of authority for decision making and division of
tasks and responsibilities are documented, implemented and
controlled

5. | Discretionary powers in decision making process is exercised
using sufficient criteria and procedures

6. | Those exercising discretionary powers and making key
decisions provide justifications in writing for all decisions that
are based on acknowledged facts, without bias and observing
the rules of procedural fairness

7. | Proper records are kept on the decision making and the
exercise of discretionary powers

8. | The agency effectively uses an agency-wide comprehensive
electronic document management system to log and track
decisions

9. | The decision making and the exercise of discretionary power
is closely supervised

10. | Reasons are provided to a party affected by a decision upon
request

I'l. | Parties affected by a decision is duly informed of their right
of appeal and objections

12. | A person affected by a decision is enabled to exercise any
right of appeal and objections

C. Human/behavioral
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13. | Managers and staff entrusted with the decision making and
the discretionary powers have sufficient knowledge and
experience in exercising discretionary powers
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14. | Managers and staff entrusted with the decision making and
the discretionary powers are trained regularly

I15. | Improper use of discretional powers is sanctioned (e.g.
reprimand, withholding of performance incentive bonus)
16. | Decision making and discretionary power policies are
communicated to relevant staff

TOTAL SCORE
Total possible highest score (multiply number of

indicators by 4 — to highest possible score)
% of the achievement

Summary of findings:

Recommendations:

Possible sources for validation:
e Relevant legislation, executive orders or similar documents
e Agency policies, manuals, operating procedures
e Agency Manual of Operations and Staff Handbook
e Complaint records
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3. Conflicts of Interest

CONFLICT

Conflicts of interest (Col) are situations where the private or personal
interests of a public official compete or conflict with his/her official duties.
Understanding and managing conflict of interests are the most important

of
INTEREST
s

aspects of building corruption resistance in an organization. Corruption in
most cases arises because of conflicts between the public interest and
private, professional or commercial interests. As such, management should
have in place an appropriate mechanism where: conflicts of interest are
addressed in relevant administrative and operational policies and
procedures; staff understand, accept and comply with the policy; and those
who would do business with the organization understand, accept and
comply with the policy.

Private interests that constitute potential conflict of interest risks include: financial and economic interests;
family or private businesses; secondary employment; affiliations with for-profit and non-profit organizations,
sporting bodies, clubs and associations; affiliations with political, trade union or professional organizations and
other personal capacity interests; obligations to professional, community, ethnic, family or religious groups in a
personal or professional capacity or relationships to people living in the same household; enmity or
competition with another person or group; significant family or other relationships with clients, contractors or
other staff working in the same (or a related) organization; high specialist skills in an area where demand for
the skills frequently exceeds supply; and future employment prospects or plans (post-separation employment).

(NOTE: If there is any legislation regarding conflicts of interest, it will need to be added to the table below.)

# Indicators Score | Sources Evidence

A. Institutional

The agency has written Col policy that is consistent with the
current code of conduct (CoC) national legislation

The agency’s Col policies exceeds the current requirements of
2. | legislation and meets international best practices (indicate which)
The agency developed clear guidelines/manual that clearly

3. | stipulates specific types of Col and established procedures for
managing (disclosing, recording and dealing) Col

4 Procedures for managing Col are included in the organization's
" | administrative and organizational activities

The agency assigned a responsible officer to maintain the policy
and manage Col

The duties of the agency’s Col officer are clearly determined

The agency allocated sufficient resources for implementing Col

Col policy includes sanctions for any breach of the policy and
procedures

Col policy and guidelines are reviewed and updated annually

o 0 [Njo W»

Information on processes for managing Col is included in
documents aimed at external stakeholders (such as a statement
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of business ethics, client service charter)

Employees are required to complete a statement of private
interests on commencement, annually or at another appropriate
time

B. Operational
12 The agency Col policy/guidance are regularly reviewed for
" | effectiveness and updated
Col policy/guidance and procedures are made available and
13. | easily accessible (including in hard copies and on the intranet) to
everyone within the agency
14, Col information and discussions on Col are included in
induction process
5. The Col policy is actively promoted inside the agency and with
external stakeholders
6. The Col officer provides advice and guidance to personnel on
Col
The Col officer conducts annual training for all personnel on
17. | Col and how such conflicts should be managed in the context of
their work
18. | The Col is consistently enforced by a designated Col officer
19 Col is managed across and tailored to all organization's
" | administrative and organizational activities
20. The consideration of Col issues are taken into consideration
during the recruitment and promotion processes
21. | Col disclosures are recorded properly and acted upon
22. | The agency maintains proper channels for disclosing Col
23, Failure to disclose Col is sanctioned according to the established
policies and procedures (e.g. reprimand, demotion, etc.)
24, Applicable provisions of the Col are included in contracts with
external parties (e.g. suppliers)
25. | Col policy is wide disseminated among relevant stakeholders
Procedures for disclosing and dealing with Col are included in
2%. the agency’s procurement and disposal policy, recruitment and
selection process, regulatory functions and secondary
employment policy
Arrangements for addressing each Col are formally recorded so
27. | that the agency can demonstrate how each conflict of interest
was managed
C. Human/Behavioral
28. Personnel are aware and fully understand the Col provisions, as
well as consequences for non-compliance.
29 All personnel attend annual training on Col and how such
" | conflicts should be managed in the context of their work
30. Employees are confident they won’t be vindicated for disclosing
Col
31. | Personnel disclose promptly any situation of Col
3. Personnel know where to seek advice about the Col policy and

seek for such advice routinely

TOTAL SCORE
Total possible highest score (multiply number of indicators

by 4 — to highest possible score)
% of the achievement

msiworldwide.com

Page |1




Summary of findings:

Recommendations:

Possible sources for validation:
e Report on last orientation or training on the Col implemented and who attended
e Integration of the Col in specific functions of the agency, e.g. in bidding documents/contracts issued by
the agency
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4. Code of Conduct

-
Ethical

Legal

A code of conduct (CoC) sets out the standards of behavior expected
of staff. It defines desirable behavior for all types of work in the agency.
For the code of conduct to become an effective integrity enhancement
measure, its form and content must be appropriate and relevant for
the agency. The end goal of a code of conduct is to define the behavior of officers and employees and should
therefore be communicated, promoted and taught to all personnel of the agency and integrated in the various
aspects of its operation.

(NOTE: If there is any legislation regarding codes of conduct or a published CoC for the targeted agency, it
will need to be added to the table below.)

# Indicators Score | Sources Evidence

A. Institutional
| The agency has a written CoC policy

The agency’s CoC policies exceeds the current requirements of
2. | current laws and meets international best practices

The agency developed clear guidelines/manual that includes

3 concrete examples of ethically acceptable practices relevant to

| the different types of work carried out by the agency,
particularly for high risk functions

4 A person(s) or a division is assigned to operationalize, oversee

" | and enforce the implementation of CoC.

The duties of the agency’s CoC officer(s) or a division are
clearly determined

The agency allocated sufficient resources for implementing CoC

CoC policy includes sanctions for any breach of the policy and
procedures

CoC policy and guidelines are reviewed and updated annually

® N o

Information on processes for managing CoC is included in
9. | documents aimed at external stakeholders (such as a statement
of business ethics, client service charter)

B. Operational

10. | The agency CoC is regularly reviewed for effectiveness in
specifying and promoting the desired behavior of employees

I'l. | The policy is available to everyone within the organization

All employees sign the CoC at their induction into the
12. | public service or at the commencement of their orientation
program.

13. | Personnel are trained annually on CoC

14 Each employee is provided with a copy of the code for which

" | s/he should acknowledge receipt

The CoC included in an employee handbook or policy manual
I5. | or some other formal document so that it can be referred to
when needed

6 The CoC is actively promoted inside the agency and featured in
" | agency publications

17 The CoC is consistently enforced, with managers having clear
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The agency CoC is integrated in all the operating systems of the
agency (e.g. human resource management, performance

18. : : . L
management, procurement, internal reporting and investigation,
and line operations)

19 Disclosures of employees from Asset Declarations are taken

into consideration in decision-making (e.g. staff movement).

Compliance with the prohibition of political participation is
20. | sufficiently monitored according to the established procedure

Sensitive information is safeguarded and official information is
21. | managed properly according to the established policies and
procedures

Use of public funds, properties and facilities effectively
22. | monitored and managed according to the established
procedures

Filing complaints related to sexual harassments enabled
23. | sufficiently by established policies and procedures

Ethical misconduct is sanctioned according to the established
24. | policies and procedures (e.g. reprimand, demotion, firing, etc.)

Employees’ record of adherence to or violation of the agency

25 CoC is taken into consideration during promotion
2% Good ethical behavior performance is rewarded (e.g.
" | commendation, cash bonus, promotion, etc.)
7. Applicable provisions of the CoC are included in contracts with

external parties (e.g. suppliers)

Suppliers who have violated applicable provisions of the CoC
28. | are blacklisted and disqualified from participating in all
procurement related activities of the agency

C. Human/Behavioral

Personnel are aware and fully understand provisions of the CoC,

29. :
as well as consequences for non-compliance.

30. | All personnel attend annual training on CoC

31 Employees are confident they won’t be vindicated for reporting
" | violations of CoC

32. | Personnel routinely submit their annual Asset Declarations
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33. | Personnel promptly report on violation of CoC when observe it

34. | Personnel know where to seek advice about the CoC policy

TOTAL SCORE
Total possible highest score (multiply number of indicators

by 4 — to highest possible score)

% of the achievement

Summary of findings:

Recommendations:

Possible sources for validation:

e Report on last orientation or training on the code of conduct implemented and who attended

e Agency Manual of Operations and Staff Handbook

e Integration of the Code in specific functions of the agency, e.g. in bidding documents/contractsissued
by the agency
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5. Gifts and Benefits

Gifts and benefits are offered innocently or as bribes. Similarly, the public officials’
work may place them in a situation where they could give or receive personal
benefits, which might include preferential treatment, promotion or access to
information. The acceptance of a gift or benefit can in some circumstances create a
sense of obligation that may compromise the employee’s honesty and impartiality.
Agencies need to have policies and procedures in place to deal with gifts and
benefits and also need to promote their policies and procedures to their

staff/officials and clients. A step in ensuring that agencies deal effectively with offers of gifts and benefits is to
establish a gift register and ensure that all staff (and where necessary, the community and clients as well) is
fully aware of it. The register should document information such as: name of the person and/or organization
offering the gift, the type of gift, value of the gift, and decision taken regarding what should happen to the gift.

(NOTE: If there is any legislation or regulations regarding gifts and benefits, it will need to be added to the
table below.)

Indicators

Score | Sources Evidence

Institutional

The agency has a written policy on receiving and reporting
gifts and benefits with relevant examples that is consistent
with the law

A person(s) or a division is assigned to operationalize,

2. | oversee and enforce the implementation of the gifts and
benefits policies.
3. | Gifts and benefits register is established
4 The agency allocated sufficient resources for implementing
" | gifts and benefit management system
B. Operational
5 The gifts and benefits policy is made known to all officials and
" | staff of the agency periodically
6 The policies on acceptance of gifts and benefits and offers of
| bribe are consistently enforced
Responsible persons for monitoring compliance with the
7. | policies implement their responsibilities properly in
accordance with the CoC and the agency’s policies.
The gifts and benefits policy is made known to clients and
8. '
suppliers and other stakeholders of the agency
Bidding documents issued by the agency inform potential
9. | suppliers/contractors that gifts and benefits should not be
offered to employees
The gifts and benefits received by the agency or through any
10. | of its officials and staff are routinely documented in an official
register
1 The gifts and benefits received and documented are disposed
" | of according to procedures defined in the policy
The register and manner of disposal of gifts and benefits are
12. | available for examination by internal and external
stakeholders
13 Rewards are given to officials and staff who report offers of

bribes
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| 14. | Sanctions are applied to officials and staff who fail to comply | |
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with the policy on gifts and benefits

The gifts and benefits in register and reported bribes are
I5. | regularly reviewed and examined vis-a-vis treatment of
agency’s stakeholders

Results of the review are considered in strengthening the
gifts and benefits policy of the agency

C. Human/Behavioral

Personnel are aware and fully understand the bribery, gifts
17. | and benéefits policies and procedures, as well as consequences
for non-compliance

Personnel are trained on annual basis on the bribery, gifts
and benefits policies and procedures.

19 Each employee is provided with a copy of the CoC that has

" | provision regarding bribery, gifts and benefits

Personnel report gifts and offered benefits according to the
20. | established policies and procedures

21 Employees are confident there will be no reprisal against them
" | for reporting offered bribes, gifts and benefits

TOTAL SCORE
Total possible highest score (multiply number of

indicators by 4 — to highest possible score)
% of the achievement

Summary of findings:

Recommendations:

Possible sources for validation:
e Agency Manual of Operations
e Agency policies (memo, orders on gifts, benefits, and bribery)
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6. Whistleblowing and Internal Reporting

Whistleblowing should be encouraged in every agency, as it is one of the fastest ways of
detecting corruption, though admittedly it is one of the most difficult things officials and
staff can do. Many times, reporting has led to harassment of the whistleblower, or
worse, complete reversal of the case where the whistleblower becomes the offender.
Incentives and whistleblower protection are therefore necessary to encourage
employees to report corrupt behavior or practices. Protected disclosures and easy
procedures for internal reporting and a good witness protection scheme should be
established within the agencies.

(NOTE: If there is any legislation or regulation regarding whistleblowing, protections for whistleblowers or
internal reporting, it will need to be added to the table below.)

Indicators Score | Sources Evidence

Institutional

>

The agency has a written policy/guideline that is in
I. | compliance with the current legislation on whistleblowing
and internal reporting

) The policy/guideline provides clear procedures for reporting
" | corruption and malpractices

3 The agency assigned a designated personnel to manage and
* | implement internal reporting system

The policy/guideline provides sufficient level of independence
4. | and authority for the personnel managing internal reporting
system

The policy/guideline sets a standard processing time and

5 specifies roles and responsibilities for accepting reports,

" | conducting investigations, and giving advice to employees
who want to report corruption

6 Confidentiality clauses are provided to ensure the protection
" | of employees who report on corruption and malpractices

7 Provisions are in place for disciplinary actions against staff
" | who unnecessarily breach the confidentiality of a disclosure

8 The agency allocated sufficient resources for implementing
" | internal complaint management systems

The agency set requirements for regularly assessment

9 whether the internal reporting and investigation system is

" | being used or perceived as an effective mechanism to prevent
corrupt practices

B. Operational

The agency regularly (at least annually) disseminates
information among personnel on how to report corruption
and how reports are handled including the disposition of
complaints or cases

The agency provides convenient and confidential channels
I'l. | and means for lodging reports (such as dedicated
consultation rooms, telephone line/s, e-mail)

Personnel managing internal reporting system follow
12. | policy/guideline for accepting, processing, investigating and
following up on the complaint reports
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Personnel managing internal reporting system exercise
sufficient level of independence and authority, and do not
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experience inappropriate interference

Confidentiality is strictly observed by the personnel managing
internal reporting system
15. | Proper record are kept of disclosures and actions taken

14.

The agency conducts investigations of reported corruption
and tracks complaints/cases until final action is taken

17. | The agency protects employees who report corrupt behavior

16.

18. | The agency rewards employees who report corrupt behavior

The agency informs all personnel about sanctions taken

19. | against officials committed corruption offences and abuse of
power

20 The agency imposes appropriate sanctions to reported erring
" | employees and officials

Results of the review are used to strengthen corruption risk
21. | management and enhance the internal reporting and
investigation process

C. Human/Behavioral

Personnel managing internal reporting system receive
appropriate training and annual re-training

Personnel managing internal reporting system demonstrate
23. | knowledge of policies and procedures and the capability for
processing complaints

All personnel receive sufficient instructions/information

24. | about policies and procedures of the internal reporting
system annually

All personnel are fully aware about policies and procedures
25. | of the internal reporting system including lodging complaints,
confidentiality, responsibility, etc.

All personnel are confident that their complaints will be
26. | reviewed fairly and they won’t be victimized for filing
complaints.

22.

TOTAL SCORE
Total possible highest score (multiply number of

indicators by 4 — to highest possible score)
% of the achievement

Summary of findings:

Recommendations:

Possible sources for validation:
e Agency policies and or guidelines on internal reporting
e Number of reports vs. investigations made by the agency
e Number of cases sanctioned and nature of sanctions given
e Agency guidelines for monitoring/follow-up or follow-through mechanisms particularly if actions are
delegated to field units
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e Agency Manual of Operations
e Agency Administrative Reports
e Policy on Protected Disclosure
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7. Complaint Management

A complaint handling system is an appropriate mechanism for recording and
responding to complaints. It is an effective way to aim at customer satisfaction
and at the same time to provide instances where unethical behaviors on the part
of employees can be disclosed. An effective complaints handling system is an
essential part of providing quality service. It provides positive feedback about
aspects of the service that work well, and is a useful source of information for
improvement.

(NOTE: If there is any legislation or regulation regarding compliant management, it will need to be
reflected in the table below.)

#H Indicators Score | Sources Evidence

A. Institutional

The agency has a complaints handling policy and procedures
in place, which is consistent with relevant guidelines and
addresses how complaints may be lodged (provide reference
if such legislation exists)

The handling procedures assigns roles and responsibilities for
2. | taking, recording and analyzing complaints, publicizing the
system and providing feedback to complainers

3 The agency allocated sufficient resources for implementing
" | complaint management systems

B. Operational

The agency keeps centralized records of complaints, even
though complaints might be handled in the local workplace

4 (which may be geographically separate from the central
office)
5 The complaints handling system has been reviewed regularly
" | (in the last 12 months) and necessary changes introduced
6 The use of complaint forms is made it easy for customers to

lodge complaints and receive feedback

7. | Stakeholders/customers fully utilize the complaints process

The complaints handling procedure is promoted to
customers, contractors and others the agency deals with

Information provided by complaints is fully utilized to inform
9. | and enhance agency polices and operations and
anticorruption measures

Information from complaints is collected and recorded in a
way that allows for comprehensive analysis of the level of
effectiveness of the system and the identification of emerging
complaint patterns.

The organization established performance standards to
measure the efficiency and effectiveness of the complaint
handling system, one measurement being: Time taken to
resolve problems

Substantiated complains against agency’s personnel results in
sanctions and measures for improve personnel performance.

msiworldwide.com Page 21




Complaints pertaining corruption and abuse of power are
13. | forwarded to the authorized agencies in accordance to the
established procedures for formal investigation

C. Human/Behavior

All complaints handling officers demonstrate knowledge of

14. | policies and procedures and the capability for processing

complaints

15 All complaints handling officers receive appropriate training

" | and have regular annual re-training

All personnel have received information on the complaints

handling policy and procedure in the past |2 months
TOTAL SCORE

Total possible highest score (multiply number of

indicators by 4 — to highest possible score)
% of the achievement

Summary of findings:

Recommendations:

Possible sources for validation:
e Agency policies and or guidelines on complaint reporting
e Number of reports vs. investigations made by the agency
e Number of cases sanctioned and nature of sanctions given
e Agency guidelines for monitoring/follow-up or follow-through mechanisms particularly if actions are
delegated to field units
Agency Manual of Operations
e Agency Administrative Reports
e Policy on Protected Disclosure
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8. Management and Internal Control

) A well-structured management and internal control system in a public sector
" organization helps to detect and prevent public sector corruption and unethical
{I ! i! behavior. This includes establishing standardized procedures for the essential
operations for staff compliance, segregation of duties and functions to allow for
proper checks and balances particularly for positions which are susceptible to abuse
or corruption, effective supervisory control, and information security among other measures. Management and
internal control should also have effective enforcement policies and procedures to make punishment for
corruption and wrongdoings predictable and unavoidable.

There are some international standards and best practices in the internal control area. This includes the
Integrated Framework for internal control by the COSO (Committee of Sponsoring Organizations of the
Treadway Commission)#and International Organization of Supreme Audit Institutions (INTOSAI)

(NOTE: If there are any legislation or standards for internal control systems, it needs to be described
and the statements in the table below reviewed accordingly.)

# Indicators Score | Sources Evidence
A. Institutional

| Responsibilities of staff at all levels, including their role, duty,
" | authority and chain of command are clearly defined

Responsibilities for authorizations and approvals are clearly
stated

Duties and functions are segregated to allow for proper
3. | checks and balances (particularly for positions which are
susceptible to abuse or corruption)

The procedures for the essential operations (e.g.
4. | procurement, recruiting, financial management, etc.) for staff
compliance are laid down

Internal control policy is clearly laid down in the agency

5. :
policy
6 Internal control policy is regularly reviewed in the light of
" | changes and new trends
7 Channels for complaints by staff, customers and service

providers are established and publicized

B. Operational

Personnel tasks are carried out in accordance with rules and
procedure

Internal control policy is regularly communicated to all
employees through briefing and training (annually)

The agency uses an agency-wide comprehensive electronic
10. | document management system allowing to effective and
timely internal control

Supervisory control is exercised at different levels of
operations to deter and detect any undue irregularities

Supervisors conduct routine control that includes
12. | authorizations and approvals, verifications, physical controls,
and reconciliations.

4 https://www.coso.org/Pages/default.aspx
e ———
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Supervisors conduct surprise checks to ensure compliance
with all laid down rules and procedures

Sensitive and confidential information is properly classified;
14. | and measures to prevent access to sensitive and confidential
information are adopted and observed

15. | Staff is rotated on a defined time period

Early warning systems are established that allow management
to identify and correct violations of policies and procedures
Accountability is established so that personnel can be held
I17. | accountable for their actions or when they violate policies
and procedures

IT policy is established stipulating all policies governing IT

18. | security norms, the use of information, IT equipment,
exchange of information and connectivity issues

Management information reports is produced on a regular
19. | basis to report on any irregularities and disciplinary action
taken

20 Disciplinary actions taken against personnel that violated rule
" | are make public within the agency

C. Human/Behavioral

16.

21, All personnel receive sufficient instructions/information
about internal control system annually

2 All personnel is fully aware of policies and procedures of
" | internal controls

All personnel fully observe norms and standards required
from them by the agency

23.

TOTAL SCORE
Total possible highest score (multiply number of

indicators by 4 — to highest possible score)
% of the achievement

Summary of findings:

Recommendations:

Possible sources for validation:
e Agency policies, manuals, and operating procedures
e Internal audit reports
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e 9. Internal Audit

" Internal audits provide for systematic scrutiny of an organization’s operations,
_ systems and performance. As such, the internal audit function is an essential
\/ corruption prevention strategy. Many public bodies have internal audit units as a
\AUD\TX way of monitoring compliance with internal control procedures. Such units

evaluate the organization, its procedures and general discipline with the aim of

finding weak points and making recommendations on how to eliminate them.
Internal auditing needs to be independent, and internal auditors should be able to conduct their work
objectively. Internal auditors should be operationally independent, independent from management,
independent in reporting and independent as individuals. Management should follow up on the audit
recommendations.

There are international standards that an agency may require or select to meet, such as guidelines by the
International Organization of Supreme Audit Institutions (INTOSAI)é or the International Professional Practices
Framework (IPPF) by the Global Institute of Internal Auditors.”

(NOTE: If there is any legislation or standards for the internal audit, it needs to be described and the indicators in
the table below reviewed accordingly.)

# Indicators Score | Sources Evidence

A. Institutional

The agency has internal audit polices that are aligned with the
I. | [specify legislation regarding internal audit or applicable
international standard]

) The agency has an internal audit plan that identifies key risks

" | relevant to the work of the agency including corruption

The agency has a strategy for regularly reviewing the internal
audit plan and implementing the outcomes of the reviews
Internal auditors are provided sufficient level of independence
to carry out audit and report on finding

B. Operational

Internal audits are conducted regularly according to the plan

> and established policies

6 Internal auditing is independent, and internal auditors conduct
" | audit objectively

7 The internal audit function is directly responsible to senior

management

Responsibility for directing the implementation of internal audit
8. | findings and recommendations has been allocated to a senior
manager

The internal audit process includes random sample auditing of
9. | the agency’s key corruption risk areas as a regular function of
the auditing process

10. | Internal audit has full access to information for conducting audit

Remedial outcomes of the internal audit have been
implemented
12. | An audit committee oversees the internal audit function

13. | An audit committee pre-approves all auditing services

6 http://www.intosai.org/issai-executive-summaries/4-auditing-guidelines/general-auditing-guidelines.html
7 https://global.theiia.org/standards-guidance/Pages/Standards-and-Guidance-IPPF.aspx
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14 An audit committee resolves any disagreement between
" | management and the auditor regarding audits

C. Human/Behavioral

5 Internal auditors’ skills are maintained and enhanced effectively
" | through regular training

16. | Internal auditors are qualified according to industry standards
TOTAL SCORE
Total possible highest score (multiply number of indicators

by 4 — to highest possible score)
% of the achievement

Summary of findings:

Recommendations:

Possible sources for validation:
e Agency policies, manuals, and operating procedures
e Internal audit reports
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10. Transparency and Access to Information

Operating transparently and disclosing key information to public governmental
institutions enhance public scrutiny of an agency and disincentivizes officials from
getting engaged in corruption. A Freedom of Information Act (FOIA) or open data
policies grant citizens the right to receive public information from any public
agency regarding its core functions, nature of its activities and operations, and the
information it possesses. FOIA typically requires public agencies to provide citizens
with information in user-friendly format and on a timely basis using a variety of
channels. FOIA also specifies the types of information that are not subject to public
disclosure. Each agency is required to have an authorized person/s to implement
FOIA.

(NOTE: If there is any legislation regarding transparency, open data, and access to information, it will need to
be added to the table below.)

# Indicators Score | Sources Evidence

A. Institutional

The agency has a policy for making public information
regarding core functions, nature of its activities and
operations, and the information it possesses.

The agency established procedures for making and
2. | responding to requests for information that are in
compliance with open data policies

3 The agency reviews open data policy and procedures regularly
" | for further improvement.

The agency has clear and user-friendly forms for requesting
public information

The agency has a designated person/s responsible for
implementing open data

The agency has clear policy about costs associated with
6. | providing with information (photocopying, transcribing,
scanning or other forms of reproduction)

The agency allocated sufficient resources for implementing
open data policies

B. Operational

The agency publishes information on a timely basis and
maintains published information (concerning legislation;
policies, procedures and rules; budgets; financial accounts;

8. | contracts; org. chart including lines of reporting; complaint
procedures; other information that enables the public to deal
with the authority and/or monitor its performance)

9 The information required for automatic publication is easily
| available on and downloadable from the agency’s website

The agency has information billboards, desks and public
10. | computers with information that is required to be
automatically available for public
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Access to the agency public information is widely accessible
I'l. | and user-friendly format including hard and soft copies

The agency enables citizens to request information in
writing, by electronic mail, or orally in person, or by any
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alternative means (please describe) and use the same
channels for responding to requests

13 The agency does not require citizens to provide reason for
" | for requesting any public information

The agency responds to every request for information within
thirty (30) calendar days; provided that this period shall be
extended once upon showing of a reasonable cause

The agency makes public information about costs associated
15. | with providing with information (photocopying, transcribing,
scanning or other forms of reproduction)

The agency automatically transfers the request to the public
authority or private entity known or believed to hold the
requested information |5 days after receipt of the request
16. | and with prompt notice served the requester (if the first
transfer was done to a wrong entity, the agency transfer the
request to another entity within 10 working days).

The agency has a list of the data and information exempted
17. | from disclosure to the public. The list in full compliance with
national policies.

The agency sanctions those who violated FOIA according to
18. | established internal policies

19 The agency does not have complaints from the public
" | regarding the implementation of the FOIA

C. Human/Behavioral

20 Information officer/s have sufficient knowledge and
" | competency to effectively implement FOIA requirements

Information officer/s are trained once a year to refresh their

21. knowledge and competency

Information officer/s instruct agency personnel on annual
22. | basis about the FOIA requirements and the agency policies
and procedures

23 Personnel exhibit understanding of the value and the
" | requirements of the FOIA and full compliance with it.
TOTAL SCORE

Total possible highest score (multiply number of

indicators by 4 — to highest possible score)
% of the achievement

Summary of findings:

Recommendations:

Possible sources for validation:
e Agency policies, manuals, and operating procedures
e Agency’s website
e Record of the requests for information and responses
e Record of filed complaints against the agency
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3. PHASE 2. BPR ANALYSIS

The ICRM team will conduct a BPR analysis as an immediate follow-up to the VCA
assessment, focusing on the institution’s functions and processes that are most
vulnerable to corruption. The results of the BPR will be a practical and detailed set of
recommendations of changes that need to be made to reduce the opportunity for
corruption in the given functions and processes.

Administrative processes can start off as very simple, but all too often they become
very complicated and difficult to understand over time. In many cases, too many
government officials from different government agencies get involved in conducting
these processes, adding to the complexity, making it difficult for citizens and
businesses to understand, and yielding poor performance.

Some processes may include a large number of unnecessary approvals, the need for
citizens to come in direct contact with too many officials, and excessive and subjective
interpretations of rules and regulations by those officials. Often, administrative
processes and the government officials who are responsible for them are not clearly
identified, which can lead to a lot of bureaucratic discretion, confusion and delay.
Moreover, decision-making authority may be given to a single official without any
appropriate controls or consideration of potential conflicts of interest. All of these
factors may eventually generate the risk of corruption with widespread bribery, gift-
taking, favoritism, nepotism, embezzlement, fraud, and influence-peddling.

Corruption risks in administrative processes can be reduced by redesigning processes
to streamline and simplify them, make them transparent with clearly defined
implementation and responsibilities, make implementers responsible and accountable
for performing work, introduce open decision-making policies, and embed internal
controls, monitoring, and oversight.

The Business Process Redesign (BPR) approach described here can help to improve
government performance and reduce corruption risks by restructuring how
government processes are conducted and strengthening the management and
oversight of those processes.

BPR Components

Most government organizations exist to satisfy some public need (a core process), not
to process employee payroll, purchase office supplies, or hire and evaluate personnel
(support processes). Core processes are the reason why government organizations
exist. Support processes are necessary but they are not the primary purpose of the
organization; they enable government departments to do their work. Each process can
be decomposed into its essential elements:

e Inputs — information, needs, and problems that trigger process
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e Outputs — specific programs, products, and services generated

e Outcomes — the results and impact of those programs, products, and services.

Some complex processes are combinations of several simpler processes. For example,
the provision of public education for schoolchildren incorporates many administrative
processes — organizing schools, creating teaching curricula, buying books, building the

schools and furnishing them, budgeting for school needs over time, etc.

Each administrative process may be implemented by several staff members and/or
departments, but may also involve individuals or organizations from outside
organizations. For example, issuing a permit for construction may involve
environmental inspectors and land management specialists from different agencies.

Each process can have direct or indirect customers, for example:

e Procurement of public services, such as road repair - direct customers are
businesses bidding for contracts, but citizens are indirect customers since they will
be affected by the quality of the roads;

e [ssuing permits, for example, operating a gas station — direct customers are
businesses requesting a permit, but automobile drivers who will use the gas station
service are indirect customers.

Implementing the BPR Approach

BPR is a methodology that applies consulting skills, analysis, brainstorming,
experimentation, and performance assessment. It is used to help government
departments improve their core and support processes, and achieve organizational
goals more effectively.

The BPR approach can be conducted by the same team that produced the VCA. The
team should be trained in how to collect the appropriate information from various
stakeholders to represent the current state of the process, how to analyze its steps,
and how to evaluate alternate ways to conduct the process that would eliminate or
reduce opportunities for corruption. To do this, they need to collect data on the
actors, activities, resources, decisions, controls and desired results to carry out the
targeted functions or processes.

The team needs to describe and develop a map of the current state of the process
using flow diagrams. They need to then analyze this process in relation to a checklist
of factors that hone in on where the corruption vulnerabilities are most pronounced.
Lastly, the team needs to redesign the process, focusing on the most vulnerable
process steps, to make the process more transparent, accountable, streamlined, and in
line with internal controls.

The BPR approach involves the following steps:
e “Map” the current process, identifying its vulnerabilities to corruption,
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inefficiencies and inconsistencies;

Interview people who conduct the targeted process or are impacted by it to
learn about problems from the user’s and customer’s perspectives and look for
solutions;

Measure the performance of the current process to establish a baseline;

Involve experts, customers, and government staff to gain a full understanding of
the process and the possibilities for change; and

Recommend changes to the process that are geared to reducing the
opportunities for corruption.

The BPR analysis starts from the results of the VCA assessment: the identification of
key processes and functions that are particularly vulnerable to corruption and need to
be redesigned.

Step |I: Describe and map the process in step-by-step detail.
It is important to understand the process before changing it. By describing and
mapping a process you:

Provide a baseline of current performance and help to determine whether its
new process is an improvement;

Portray how the entire “end-to-end” process actually works;

Identify some immediate opportunities for reducing risk of corruption,
removing unnecessary steps or overlap and redundancy, and reducing time for
implementation.

The outcome of Step | will be:

A graphic portrayal of the current process, one which is understandable and
accessible to all;

A consensus about the process’s flow and outcome;

An awareness of why the process needs to be changed.

To map a process:

Identify all procedures in order. Begin with identifying process boundaries
which are at the start (input) and end (output). Develop a Process Analysis
Worksheet based on existing regulations describing the process and interview
the process implementers to be able to describe exactly how the procedures
actually occur; and

2. Develop a visual Functional Flow Chart of the current process.

The Process Analysis Worksheet provides a way to record information about the
current process. The Worksheet can be developed in the form of a table and should
describe each procedure, its inputs, outputs and outcomes, implementers, partners,
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customers, time for implementation and waiting time, feedback loops, and vulnerability
to corruption. The Worksheet should reserve space for further comments on
problems and solutions.

The Process Analysis Worksheet should be developed based on regulations that
mandate implementation, if they exist, and on interviews of process implementers.
While conducting interviews with implementers, the team should find out how each of
them conducts his/her task, the time required, and problems encountered. The team
should insert comments from the implementers.

While a Process Analysis Worksheet provides a descriptive picture of the process, a
Functional Flow Chart provides a more visual way of describing the process sequence
and serves as a powerful tool to understand and verify the process, pointing out
problems within the process.

To create a functional flow chart, you need to do the following:
e Look at the steps and procedures identified in the Worksheet;

e ldentify the functions (departments, divisions, or units) in which each step
takes place;

e Write the names of these functions along the top of the horizontal axis on the
functional flow chart (for example, inspection, administration, plan review,
etc.);

e Beginning with inputs or activities that trigger the process, put every step into
the flow chart. Starting at the upper left, use a rectangle for action steps, a
diamond for decision points, and an oval for the beginning and ending steps in
the process. Put every step in the column under the appropriate function;

e Along the vertical axis, show the elapsed time needed to perform the process.

e Once you have the basic information about the process, take time to validate it
with those who perform the process. There is no need to review it with
everyone who gave you input and the process does not have to be “perfect.”
But to gain credibility and build consensus for change, you have to check in
with a sample of those who work with the process to ensure that the map is
accurate in its basic outline.

lllustration

Case S‘I‘Ud The ICRM' team of th.e Departmer?t for Motor Vehicles (DMY) identified the steps
Y | of the vehicle inspection process, inputs, outputs, outcomes, implementers,
customers, and time for performing each procedure, and collected comments
from implementers on each task. It was identified that 3 agencies are involved in
the process: the health care service, technical inspection facility, and the DMV
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office. All information was included into a Process Analysis Worksheet (see Table 2).
Based on the Worksheet, a Functional Flow Chart was developed and verified with
process implementers (see Chart |).



Purpose of the process:
Objective of redesign:

Process analysis worksheet:

Public safety by operating a safe vehicle
To prevent corruption in the vehicle technical inspection process

Table 2
Vehicle Technical Inspection Process Analysis Worksheet

Step/Task Implementers Input Output Outcom Processing time Vulnerability for Comments
description e corruption
Staff | Custo | Total (list it) Implementer | Customers Other
proc mer step s/ comments
essin | waiting | time staff and general
g time observations
time
I. Health checkup Psychiatrist Driver’s Health Healthy | I5 30 45 Bribery through | Drivers have | Very time While
with Psychiatrist application | Certificate | driver direct contact to request consuming several
I appointment | due to people
2. Health checkup Eye Doctor Driver’s Health Healthy | I5’ 30 45 Bribery through | s; drug test | different might use
with Eye Doctor application | Certificate | driver direct contact does not locations the vehicle
2 necessarily and only one is
3. Drug testing Doctor Driver’s Health Healthy | I5 30+ 45 Bribery through | constitute if | appointment | passing
application | Certificate | driver 24hrs direct contact the driver is | schedule; it | checkups
3 test an alcoholic | is common
results or drug practice to
4. Health checkup General Certificates | Health Healthy | I5’ 30 45’ Bribery through | addict pay off
with Physician Physician -3 Certificate | driver direct contact - general
4 Speed money physician to
(avoiding first 3 get his final
checkups) certificate
needed for
further
steps
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5. Payment at the Bank Driver’s Bank Fee paid | 5’ 5 10’ Not every Itis hard to | Itis very
bank for technical application, | receipt bank is find which inconvenient
inspection payment authorized bank can and time
to conduct make consuming
this transaction; | to
transaction | there are personally
only few visit the
that does bank

7. Approval by Traffic Police | Certificate | Certificate | Confirm | 5’ 30 35 Direct contact - Itis Formal
Traffic Police officer 4 of approval | ation Speed money common procedure
Bank stamp | of (avoiding health practice to of issuing
Certificate | technical checkups and pay off a permission
5 inspection technical traffic police
inspection) officer to
avoid
inspection
and/or
health
checkups
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Chart |

Vehicle Technical Inspection Process — AS IT CURRENTLY IS

k—Department of Health —s}e— Payment —«— Technical e pmy ——»
Inspection

v

Payment |4 ------mm--mmmooeo oo \

<> Psychiatrist (] £

v
s
’
’
s

Technical

A 4

N\

S P . inspection (|| —————| |
I »o . ] Y . Repair
. Treatment : é > il R S
ST LA X |

. [ Drug R = E

I . I R R
‘>4 Physician

%

e 2-3days ———fe—— |0> ———>}«— hrs 30min —14*35 min —>]

A

\ 4

Page 7



Step two: Analyze the process

Process analysis is aimed at identifying and verifying each procedure and the process as a whole. It looks
for corruption risks, inefficiencies and inconsistencies, and seeks to identify opportunities for
improvement. Table 3 below presents sample questions that need to be answered during the process
analysis.

Table 3

Process Analysis Checklist
Criteria Yes/No Comments

Outcomes

Have outcomes actually been achieved by the process?

Are these outcomes consistent with the intended goals of
the process?

Avre there any unintended outcomes?

Implementers
Who are the implementers involved in this process?
Are these implementers essential for this process? What is their
contribution in achieving process objectives?
Can some implementers be eliminated?
Do some implementers need to be added?

Procedures efficiency and consistency
Are there procedures that are essential to achieve the desired
outcomes (main procedures)? List them.
Avre there procedures that directly support the main
procedures? List them.

Are there any other procedures in the process? List them.
What is the role/purpose of the other procedures in achieving
process objectives?

Are there inconsistent procedures? List them.

Are there redundant procedures? List them.

Can some procedures be eliminated? List them.

Do some procedures need to be added? List them.

Can the procedures be standardized? List them.

Is there a more efficient or logical arrangement or ordering of
the procedures? Describe.

Is timing for procedure implementation and waiting time
justified? How can it be reduced? Describe.

What procedures impose high costs and how can they be
reduced? Describe.

Is customer satisfaction and quality service delivery being
considered for each task?

Corruption Risk

Are there unclear procedures that leave too much discretion to
administrative staff? What are these procedures?
Are there direct interactions between administrative staff and




citizens that can create opportunities for corruption? In what
procedures?

Do current processes or any procedures have single person
decision making? List them.

Do the processes or any procedures have built-in internal
controls or “checks and balances” mechanisms? List them.

Do current processes have clear descriptions for their
implementation?

Does the process description have detailed information of each
procedure: implementers with their responsibilities and
authority, inputs and outputs, implementation timeframe,
performance measurement?

Are implementers aware of the process description? Are they
properly informed about the process objectives,
implementation details, their authority and responsibilities?

Are there proper citizen complaint systems built into the
process or outside of the process?!

Are customers properly informed about process
implementation, staff members responsible for implementation,
timeframes for each procedure, complaint mechanisms?

Are there any procedures that present a clear conflict of
interest for administrative staff?

Is there a policy on conflict of interest disclosure and
management!?

To conduct this process analysis and analysis of corruption risks, the following methods should be considered:
e Interviews and focus groups with process implementers to learn about their opinions on current processes
and elicit ideas on improvement;

e Interviews, focus groups, and surveys of customers to identify their perspectives and experience in using
the process and to point out the procedures where corruption and inefficiency occur and to what extent;

e Analysis of available data and statistics related to process implementation, such as, for example, court
records on corruption cases related to the process, citizen complaints, and relevant agency internal
records;

e Expert assessments.

While conducting this process analysis, fill out the Comments column in the Process Analysis Worksheet.
lllustration

Case S'I'Udy Analysis of the vehicle technical inspection process conducted by the DMV redesign team brought them
to the following major conclusions:
e  The technical inspection procedure is the main procedure which leads toward process objectives.
The major supporting procedure is fee payment.

e The medical checkup component of the process is irrelevant to this particular process (the current process
is about vehicle safety while medical checkup is about driver health to safely operate a vehicle). This medical
component should be moved to the driver’s license issuing and renewal process. Moreover, the way this

component is implemented now is questionable because: (1) only vehicle owners are subject to medical
2



checkups while other driver’s license holders are not required to have it; (2) drug tests and psychiatrist and
physician checkups need to be reexamined for their relevance and credibility; and (3) multiple uncontrolled
direct interactions are time consuming and take place in several locations producing excessive waiting
times, which all impose a high risk of corruption.

The process is very time consuming causing customer frustration, leading to bribery to speed up the
process. Customers need to interact directly with at least 6 implementers which increase the opportunity
for corruption. Also, there is no proper accountability and internal control system to prevent corruption
from occurring.

There are several procedures that give authority to a single person to make decisions. With no proper
control system in place, this too can potentially lead to corruption.

The last procedure in the process of issuing a certificate by DMV representatives seemed to be just a
formality that does not add any value to the process. This task can be delegated to a technical inspector
with proper recordkeeping requirements. It would also reduce the cost of the process. To enhance
accountability, a random control by DMV can be introduced.

Step three: Redesign the process.

In this step, the team creates a new description of the process as it should be in the future. Their goals
are to reduce the number of activities if possible, eliminate non-value-added activities, streamline the
activity flow to reduce the time for completion of the process, add activities if they are needed to
improve quality, and reduce the opportunity for corruption. Table 4 provides examples of changes that
can be made in procedures to reduce the opportunity for corruption in administrative processes:

Table 4

Corruption Risk

Responses

|. Direct interaction with
citizens

Minimize direct contacts:
e Introduce a “one-stop-shop” approach;

e Rotation of personnel;

e Introduce public service and information centers

2. Possibilities for discretion
due to unclear regulations
and/or level of authority

Define each step of the process/procedure clearly:
e  What are the inputs and outputs;

e What and how it has to be done;
e Timeframe for each step and process;

e  Who is responsible for doing what and within
what timeframe

Develop standardized processes when possible;
Develop procedures to deal with non-standard
processes;

Embed controls in the process when appropriate

3. Lack of transparency and
accountability within the
organization (employees are
not aware of process flow and

Increase transparency of the processes within the
organization:
e Introduce an employee file-sharing system;




how and why decisions are ¢ Introduce appropriate recordkeeping policies;

made)
e Conduct staff meetings and trainings within

departments and across departments on
processes and decision making;

Increase accountability within the organization for
performing processes:
e Introduce an internal control system with regular
and random checkups;

e Introduce a performance measurement policy
based on results;

¢ Introduce a performance reward/penalty policy

4. Lack of public transparency Make information about processes and procedures open
and accountability (absence of | to the public:

public information about e Provide public information on processes and
governmental operations and procedures and personnel authority and
public services — steps and responsibilities by posting information in
timeframe, who is doing what government offices, in the media, and in flyers
and when, what are rewards and brochures;

and punishments)
e Introduce public meetings and hearings;

e Establish citizen boards or/and citizen
presentations at government
commissions/committees;

e Develop a clear procedure for citizen feedback
and complaints.

5. Excessive bureaucracy that Streamline and simplify processes:

can lead to using speed-money e Eliminate unnecessary or duplicative steps;
to expedite processing
e Reduce number of approvals;

e Bring decision making authority downstream;

e Reduce time for each step and process

6. Potential conflicts of interest | Define procedures to identify and manage conflicts of

interest
7. Single person decision- Introduce transparent decision-making process by:
making process e Practicing a group decision-making process

e Developing a procedure for internal controls.

After the process is redesigned, it is necessary to produce a new Functional Flow Chart, Process
Worksheet, and detailed step-by-step description of the process. All of these documents are necessary
for developing a strategy and schedule for implementation of the process in practice.



lllustration

As a result of their analysis, the DMV ICRM team redesigned the process to increase efficiency, reduce
costs, eliminate unnecessary procedures, reduce bureaucracy, and reduce opportunities for corruption:
e  To streamline the process, eliminate irrelevant procedures, and reduce opportunities for
Case S‘I‘Udy corruption through dire'ct'interactions and lack of control (the medical checkup component of
the process has been eliminated).

e To streamline the process and reduce opportunities for corruption through paying speed

money, procedure of issuing a certificate of successful completion of the vehicle technical

inspection was simplified: authority to issue a certificate was given to technical inspectors and
the procedure of issuing the certificate by a DMV representative has been eliminated.

e To reduce processing time, fee payment was allowed through cashiers at the inspection location.

e To increase accountability, technical inspectors will be required to fill out and sign a form on
inspection results, one copy of which will be given to the driver and the other will be filed for the
record.

e To improve transparency, information on the technical inspection procedure, inspection fee, and
complaint procedure with technical inspection office and DMV must be posted at the technical
inspection office for customers. Inspectors will be required to wear nametags.

e To introduce internal controls on the process, (1) DMV will conduct random inspections of the
technical inspectors’ actions and recordkeeping; and (2) to get a certificate to conduct technical
inspections, businesses applying for it will be required to demonstrate a workable code of ethics
and an internal control system.

e To reduce processing time, the number of certified vehicle repair shops to conduct technical
inspections will be increased in different locations to make services more available to customers.

Below (see Chart 2) is the Functional Flow Chart of the redesigned process for vehicle technical
inspection:

Chart 2

Vehicle Technical Inspection - “As it will be”

________________

| _3 DMV random
Technical . | control
inspection
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As a result of redesign, the vehicle technical inspection process was significantly streamlined and simplified.
In the new design it consists of one procedure — technical inspection. Time has been reduced from 3 days
to 20-50 minutes. Internal control systems have been developed and built into the process. Additional
controls were introduced through random checks by the DMV. Transparency and accountability of
process performance were increased by making available information to customers and introducing
proper customer complaint response policies.

Step four: Try out the redesigned process and assess how well it works

Implementation of the redesigned process requires preparation of an implementation strategy and detailed
implementation schedule which includes step- by-step descriptions of activities, responsible parties, and
timeframes. It is also necessary to develop monitoring and evaluation systems to see how the new process
works and whether the objectives of redesign have been achieved. To monitor and measure effectiveness
of a new process, indicators need to be developed. Among such indicators, the following can be
considered: process implementation time and waiting time, customer satisfaction (number of complaints,
surveys and focus groups results), and number of registered violations and prosecutions related to
corruption.

Once you have given the redesigned process a fair test, reassess the process. Should the redesign be
tweaked some more!? If so, do it! BPR is based on the principle of continuous learning, so remain open to
the possibility that you have not yet perfected the process!



Annex: Sectoral/Functional Diagnostic Guides?'

The 19 Diagnostic Guides provided in this Annex can support the VCA Assessment in conducting in-
depth analyses of major government sectors and functions, helping the team target major sources of
corruption vulnerability and outline strategies and concrete actions that are likely to reduce
opportunities for corruption. The guides for several functions or sectors/institutions may be applicable
across several sectors. For example, the Diagnostic Guides for privatization, public procurement, and
tax and custom administration may also support assessments of the private sector. These Guides are
only illustrative and in most cases should not be used as interview scripts. Rather, they should be
modified and new guestions added to suit the country- or sector-specific circumstances or individuals
interviewed. Teams will need to use their own judgment as to whether all of the issues in each Guide
are equally important. The following Guides are included:

Governmental Sectors and Institutions Page
e Judiciary 2
e Leqislature 6
e Public Institutions/Civil Service 9
e Supreme Audit Institution 12
e Anticorruption Agencies 16
e Regional and Local Government 18
e Law Enforcement Institutions 20
e Electoral Commission and Election Process 25
o Political Parties 27
e Taxation System 30
e Customs 34
e Healthcare 38
e Education 41
e Private Sector 43
e Civil Society 48
e Media and Access to Information 49

Cross-Cutting Issues and Functions
e Budget and Financial Management 51
e Public Procurement 55
e Privatization 59

2 Extracted from USAID (2009) Anti-Corruption Assessment Handbook, Washington, DC: USAID. At:
http://pdf.usaid.gov/pdf_docs/pa00jp37.pdf.



JUDICIARY"

The judiciary is one of the key institutions in fighting corruption in any country. To be able to prosecute
corruption effectively, the judiciary must be independent, free of any political influence, must have the capacity
and adequate resources. But often the judiciary is vulnerable to corruption itself. Therefore, effective
mechanisms to prevent corruption should be embedded into the judiciary. The following guide includes both
sets of questions — effectiveness of the judiciary to prosecute corruption and to prevent itself from being a

corrupt institution.

Financial Independence

Career development

Court ruling

DIAGNOSTIC AREA  |CORRUPTION DIAGNOSTIC QUESTIONS
Judicial independence
Independence e Does the law guarantee judicial independence? Is the judiciary independent
and free from improper influence in practice?
¢ Control over court organization and management is not highly concentrated
in the hands of a few officials or judges.
Jurisdiction e Do courts have jurisdiction to review the actions of the executive (i.e.

Presidency, the Prime Minister’s or other Ministers and their officials)and
the legislature?

o Is there sufficient funding to perform functions? Is funding allocated fairly
throughout courts of different jurisdictions and levels?

e Does the judiciary have control over its own budget?

e Is funding for the judiciary independent of the political process?

o Are levels of remuneration of court personnel and of judges compatible with
the salary market in country (and, for judges, is remuneration compatible to
the fees that private lawyers can command)?

e How transparent are procedures for judicial appointments? What, if any,
improper influence is exercised over appointments?

e Are judges selected or appointed for life or long terms? (Typically, such
terms are considered to reduce opportunities for corruption as judges feel less
dependent and less concerned about their career after they serve on the
bench.)

o Are the recruitment and career development of judges based on merit, by
law? In practice?

o Is there a confirmation process for high court judges (i.e. conducted by the
legislature or an independent body)?

e Are personnel decisions within the court system based on publicized and
transparent criteria?

e Are judges protected by law or in practice from removal without relevant
justification?

e Isthere a law that prohibits interference with judges in a course of court
hearings? If there is a law, is it enforced in practice?

e Are there safeguards for judicial officials who report undue pressure from
political powers to their superiors, to the police, to the prosecutor, to other
authorities or to the public?

o Judicial decisions are not subject to significant influence from other judges,

the government, or private interests.

! Teams may also want to refer to USAID’s Anticorruption Program Brief on Combating Corruption in the Judiciary
(http:/lwww.usaid.gov/our_work/democracy and_governance/technical_areas/anti-corruption/ )



http://www.usaid.gov/our_work/democracy_and_governance/technical_areas/anti-corruption/

Judicial decisions can not be reversed other than through a judicial appellate
process.

Do judges have immunity for actions taken in their official capacity (by law
or in practice)?

Integrity mechanisms
and Internal Controls

Do judicial codes of conduct — including procedures for ensuring
compliance and for imposing disciplinary measures — exist? Are they well-
publicized? To what degree are they implemented?

Are there rules on conflict of interest for the judiciary and are they effective?
Are judges prohibited from running their own legal practices?

Avre there rules on gifts and hospitality and are they effective?

Avre disclosure of assets rules applicable to judges or other senior judiciary
officials and are they adhered to in practice?

Does anyone monitor conflict of interests, gifts and hospitalities, or lifestyle?
If there is monitoring, is it done effectively and is information publicly
available?

Are there post-employment restrictions and if so, are the restrictions adhered
to?

Is there an ombudsman (or other complaint mechanism) for the judicial
system? If so, is he/she protected from political interference? Does the
judicial ombudsman (or equivalent agency) initiate investigations and impose
penalties on offenders?

Avre there provisions for whistleblowing on misconduct within the judiciary?
If so, are they effectively used?

Are bar associations well organized? What role do they play in monitoring
the judicial system?

Is disbarment used as a tool to punish offenders? Is it applied transparently
and fairly?

Has corruption been targeted by the judiciary as an internal problem? Have
anticorruption efforts been successful?

Have there been instances of successful prosecutions of corrupt judges or
senior judicial officials?

Does the judiciary inappropriately protect prosecutors/judges in cases of
corruption?

Court procedures

Do administrative processes follow set rules and procedures, and do
mechanisms exist for ensuring that standardized procedures for handling
cases are followed?

Acre rules of evidence and standards for evaluating arguments applied in a
predictable fashion?

Are procedural steps in court processes clearly defined, available to the
public, and NOT numerous and complex?

Does disposition of cases involve excessively long time periods?

Are cases heard by multi-judge panels rather then by single judges? (Multi-
judge panels are considered to reduce the opportunities for corruption.)

Do performance standards (e.g., cases decided, time limits, reversals on
appeal) exist and is there compliance monitoring? Is information on
performance publicly available?

Avre there alternative mechanisms for dispute resolution in addition to the
formal court system?

Avre there specialized offices or functions (e.g., computerized databases) to




conduct the mundane activities of the court?

Are inventories of supplies and equipment carefully maintained and audited?

External Oversight and
Accountability

Are judges required by law to give reasons for their decisions? If there is a
law, do they comply in practice? Are judicial decisions and the reasons
behind them made public?

Does the judiciary have to report to anyone by law? If there is a law, is it
observed in practice? Does this result in appropriate monitoring of, or
inappropriate control over, the judiciary?

Is there an independent inspectorate that regularly checks on the details of
court operations and is able to publish its findings freely and widely?

Are there external reviews of judicial decisions and judicial opinions?

Is the media active in reporting events within the court system?

Are public hearings and/or proceedings required by law? If there is a law, is
it observed in practice? Are there exemptions in practice?

Do complaint mechanisms, which provide a safe outlet to report on possible
corruption, exist? If so, are they well-publicized?

Transparency

Is it required for court records to be published and made publicly accessible?
Is it done in practice? Is it done regularly?

Are court procedures transparent (“transparency” in this context means well-
publicized rules for how cases will be processed, easy access to information
on the status of cases, public announcement of hearings, openness of
hearings to the public, and the publishing of judicial decisions)?

Is information regarding court scheduling, judicial decisions, and the basis
for these decisions clear?

Are courtroom proceedings open to the public and the media by law and/or in
practice?

Court accessibility and
public trust in court

Do citizens have easy access to justice/recourse to the courts by law?

Can citizens earning the median annual income afford to bring a legal suit or
secure legal counsel?

In practice, can a typical small business afford to bring a legal suit or secure
legal counsel?

In practice, does the state provide legal counsel for defendants in criminal
cases who cannot afford representation?

Does the public trust in the judiciary? Are people willing to turn to the courts
for resolving disputes?

Is there a process by which lawyers and the public can register complaints
concerning judicial conduct?

Corruption in Court
Ruling

Do litigants often pay (money, gifts, services, or favors) judges for: favorable
judgment, delay, destruction of damaging documents, access to privileged
documents, or manipulation of procedural rules?

Do judges or other court officials often threaten plaintiffs with delays or
acquittals to collect bribes? (repeat for lawyer paying bribes, and/or court
administrator collecting bribes)?

Do judges often threaten defendants with harsh rulings to get bribes?

Do judges often pressure private firms to hire their friends and relatives?

Effectiveness in
Prosecuting Corruption

Are cases of corruption prosecuted within the legal system?
How successfully has corruption been adjudicated?
Avre there specialized criminal courts for corruption cases?




Do judges receive particular training for prosecuting corruption cases?

Is there an objective method (e.g., random) for assigning cases to judges?
Are there required periods within which cases need to be processed? Are
measures taken to ensure that legal resolution of cases is accomplished ina
prompt and timely manner?

Does the judiciary issue verdicts against members of high officials of the
ruling party or current administration?

Does the judiciary issue verdicts against high-level but not primarily against
low-level officials? Or vice-versa?

Are there instances of inconsistencies in the issuance of summons, the
unjustifiable refusal or granting of bail, discrepancies in prosecuting high-

profile corruption suspects versus petty corruption cases, unwarranted acquittals,
and general disparities in sentencing?

Judicial Review of
Administrative
Decisions

Is there a law providing for judicial review of administrative decisions (such
as issuance of licenses or tax assessments)?

Do civic organizations have standing to appeal an administrative decision if
they have an interest in the matter?

Under the law, is the burden of proof in appeals of administrative caseson
the government?

Under the law, can a court annul or reverse an administrative decision made
by an administrative body that lacked legal competence or based on an
incorrect application of law?

Can a court impose sanctions on an administrative agency for failure to obey
a court order?

Do courts have contempt and other enforcement powers to hold public
officials and agencies to account?

Are monetary damages against the government available to successful
plaintiffs?

In practice, are citizens treated fairly by courts hearing administrative cases
on appeal?

Enforcement of
Judgments.

Do bailiffs extort payments from losing parties in order to ignore the judgment
or to create difficulties during the enforcement phase due to imprecise and
confusing or even contradictory judgments?

Do police who object to the judge’s decision refuse to carry out the decision
(e.g., release the innocent or incarcerate the guilty)?

Do financial institutions implement the decision when they are required by a
judicial decision to levy the account of a powerful or wealthy individual?




LEGISLATURE

The legislature should be the most powerful oversight institution. An independent, resourceful, proactive and
dedicated legislature can be a champion and a safeguard of a national anticorruption effort. On the other
hand, legislators themselves can become facilitators of grand corruption by pursuing their own personal
agendas or favoring powerful interests groups. Legislators can create space for petty corruption by setting
policies allowing low-level bureaucrats to subjectively interpret any law and take advantage of citizens.
Questions in the following guide are structured to examine the legislature from the point of view of its role in
setting and following anticorruption policies, performing effective oversight of the executive branch, and its
ability to prevent corruption in the legislature itself.

DIAGNOSTIC AREA

CORRUPTION DIAGNOSTIC QUESTIONS

Legislature independence
and capacity

Is there formal operational independence of the legislative branch?

Is the legislative branch independent in practice?

Does the ruling party have sufficient predominance of seats in the
legislature to give it complete control over the legislature?

Does the legislature control its own budget?

Is the budget of key legislative committees sufficient?

Are salary and benefit levels compatible with the salary market in country?
Avre there adequate training and resources available to ensure understanding
of the basic functions and responsibilities of the legislative body?

Are key legislative committees, especially those tasked with oversight of
other branches of government, professional and adequately staffed?

Legislative Oversight

Does the legislature play an active role in the oversight of government
agencies?

Has the legislature established any special committee to monitor and/or
investigate allegations of misdoing within the three branches of government
when necessary?

Does the legislature have investigatory and subpoena powers?

Has the legislature utilized its investigatory or subpoena powers at least a
handful of times over the past 5 years?

Does the legislature have a constitutional role in approving certain political
appointments?

Has the legislature rejected at least one political appointee in the past
decade?

Do key legislative committees regularly hold hearings?

Public funds oversight

Is there a legislative committee that oversees public funds?

If there is a committee, is it effective, properly staffed and funded?

Is the legislature required by law to approve the budget and amendments to
the budget? If it is required by the law, does the legislature exercise this
authority in practice?

Is the committee that oversees public funds protected from political
interference?

Does the committee initiate independent investigations into financial
irregularities when necessary?

Does the legislature oversee budget expenditure effectively? Is there a

committee responsible for reviewing audit reports and assuring that
remedial actions are taken? Is it effective?




In practice, has this legislative committee been effective in calling attention

to financial irregularities in the government generally or in particular
agencies?

Rule of Law and

Anticorruption oversight

Is there an effective committee/s that oversees rule of law and
anticorruption affairs?

Are anticorruption agency reports submitted to the legislature?

Does the committee regularly or effectively conducts hearings?

Does the committee have authority (and if so, does it exercise it effectively)
to call executive branch to report on the issues?

Does the committee have the right (and does it exercise it) to initiate
investigations into corruption?

Has the committee initiated independent investigations into corruption by
high level public officials over the past 5 years?

Are the committee investigations transparent and free from political
influence?

Internal Controls
Financial Disclosure

Avre there financial/asset disclosure rules for legislators?

Do legislators provide disclosure annually or at least before taking an office
and after leaving office?

Are the disclosures made public?

Is there an independent register for financial disclosures that is protected
from political interference?

Does the financial disclosure registrar have legal powers to enforce
disclosure, have staff to investigate allegations, and ability to sanction
offenders?

Has the financial disclosure registrar successfully conducted investigations
in to allegations over the last 5 years?

Conflict of Interest/Code of

Ethics

Does the legislature have an effective internal integrity/ethics committee?

Acre there codes of conduct/codes of ethics for legislators with effective
enforcement mechanisms?

Acre there conflict of interest rules that are effectively enforced?

Acre there rules and registers concerning gifts and hospitality that are
effectively enforced?

Avre there registers of disclosed gifts and hospitality and if so, are they
maintained in practice effectively?

Are there post-employment restrictions for legislators and are they
effectively enforced?

Has the internal integrity/ethics committee exercised its authority to enforce
code of ethics for the last 5 years?

Avre legislators prevented from switching party lines mid-term and is there
special oversight of this practice?

Avre legislators required to (and do they in practice) record and/or disclose
contact with lobbyists or similar registered interest groups?

Accountability

Are there effective, and enforced in practice, laws/rules that govern
oversight of the legislative branch?

Is there an active opposition in parliament that monitors the incumbent
effectively?

Is there effective judicial review of the legislature’s activities?




Do parliamentary members support public interests rather than the agendas
of wealthy organized interests or social groups?

Are the members of parliament required to report to their constituencies?
Do they do in practice and do they do it regularly?

How regularly are members of parliament voted out of office, or how often
does the majority change from one party to another?

Is there a law that gives constituencies rights to remove/recall their
representatives from the office? Is this law enforceable? Were there
instances of successfully exercising this law for the last 5 years?

Acre citizens legally and in practice able to participate in the legislative
hearings and committee meetings?

Are the members of parliament prohibited from having access to off-the-
books funds?

Was corruption successfully targeted by legislature as an internal problem?

Transparency

Avre disclosed assets made publicly accessible and is this information
accessible in practice?

Is the legislative budget required to be made publicly accessible and is this
information accessible in practice?

Is the accounts committee required to report publicly and do they do it in
practice?

Are the legislature’s sessions open to the public?

Are the legislative committees’ meetings open to the public and announced
in advance?

Is the legislators’ voting record maintained and publicly available?

Complaints/enforcement
mechanisms

Acre there provisions for whistleblowing on misconduct within the
legislature and are these provisions implemented in practice?

Avre there formal powers of sanction in place against parliamentarians and
have they been invoked for last 5 years?

Immunity

Are legislators immune from prosecution?
Does legislative immunity interfere with prosecution of corruption?

Demonstrated Political
Will

Has the legislature initiated and adopted policies or legislation to address
corruption, increase transparency and accountability?

Has the legislature established milestones and measurements for
effectiveness of reforms?

Were reforms effective?

Does the legislature oversee effective implementation of reforms?

Is there a consensus in legislature about policies to address corruption?
Acre there champions in the legislature on addressing corruption?




PUBLIC INSTITUTIONS/CIVIL SERVICE

The following set of diagnostic questions can be used for any public institution in the executive branch of the
government. It includes generic questions to examine such areas as independence of the institution, its
capacity and financial viability, personnel hiring and management, internal controls, accountability,
transparency mechanisms, responsiveness, and political will to address corruption.

DIAGNOSTIC AREA

CORRUPTION DIAGNOSTIC QUESTIONS

Institutional
Independence

Is there formal independence of the public sector? Is the public sector
independent in practice?

What safeguards exist to prevent political interference in the public sector?
Are they effective?

Avre there rules requiring political independence of public servants? Are
they followed?

Personnel Management

Is there a law and detailed implementing regulations governing public
employment?

Avre political appointees clearly distinguished from career civil servantsand
public service employees (i.e. non civil servant status) as a matter of law
and policy?

Is there a legislative framework for the civil service regulating recruitment,
job security and independence? Is it followed?

Avre there specific rules for transparent hiring and promotion to help avoid
abuses of patronage, nepotism and favoritism and to foster the creation of
an independent civil service? Are these ruled enforced?

Is there a system of competitive exams for prospective civil servants?

Are vacancies advertised publicly to ensure fair and open competition?
Does the civil service lay out clear job descriptions and qualification
standards for all positions for hiring and promotion?

Avre civil servants hired and promoted according to professional criteria,
which are known to all employees?

Are periodic reviews of staff performance carried out and documented?
Are rewards and promotions (including compensation packages and
pension funds) based upon these reviews, including any infractions? Is it
documented?

Are the outcomes of personnel selection and promotion regularly reviewed?
Is it documented?

Is special attention given to officials in positions particularly susceptible to
corruption (e.g. areas interacting with the private sector: public
procurement, customs or tax administration, etc.)?

Is competition among officials promoted via overlapping responsibilities
and jurisdictions (e.g., passport agencies in various areas)?

Avre task assignments of supervisors and employees periodically changed to
reduce insularity (for example, every 1-2 years)?

Is training conducted regularly for civil servants, on rules and procedures
governing recruitment, hiring, and promotion?

Avre civil servants who are dismissed from employment on grounds of
corruption or professional malfeasance barred from public service?

Is there an oversight body that reviews hiring and promotion decisions and
ensures fairness and professionalism in recruitment?




Integrity mechanisms

Are there codes of conduct for public servants or any other legislation
regulating core values and ethics of public service? What is their legal
status? Is there any evidence of their effectiveness?

Are core public service values communicated when someone joins the
public service? Are they included in the employment contract/document?
Avre these codes nation-wide, local, or sector-specific?

Are there rules (including registries) concerning acceptance of gifts and
hospitality?

If s0, are these registers kept up to date? By whom? Are they made public?
Acre there rules on conflict of interest? Are they effective and implemented
in practice? Are they applied nation-wide, locally, and across sectors?

Do restrictions on post-public service employment exist? Are they
enforced?

Is bribery of civil servants/public sector officials an offence? If so, is such

bribery governed by criminal or administrative law, or both? Is it enforced? Is it
enforced fairly throughout all levels officials and civil servants?

Financial viability

Is there a high degree of wage compression among civil servants
(reasonable low ratio of median salary at the top level to median salary at
the lowest level)?

Are key public sector institutions funded and staffed sufficiently?

To what extent is the budgetary process that governs the public sector
transparent? Is information about it publicly available?

Civil servants generally do not have access to off-the-books funds?

There are no (or reasonably limited number) of other agencies that are
engaged in public spending other than public institutions (e.g. quasi-
governmental agencies or public private partnerships)? Who spends public
money other than the public sector?

Is compensation (salary and benefits) in the civil service adequate to sustain
an appropriate livelihood according to the level of the economy? How do
civil service wages compare with private service wages?

Have the officials been paid regularly in the last five years? How long have
any delays been?

Incentives

Avre there clear rules that govern tenure? Are tenure rules followed?

Acre civil service wages linked to performance?

To what extent has the civil service/public sector organized its work based
on/committed themselves in any extraordinary way to an agenda of
integrity, transparency and good governance? What is the evidence for this?
Are employees satisfied with their jobs? Are they involved in making
decisions? Are communication lines open?

Acre rules and regulations disseminated promptly and discussed with
employees? Are rules made as specific and as clear as possible? If
discretion is allowed, is there a clear delineation of responsibilities and a

corresponding system of punishments, which prevents employees from
“going too far”?

Accountability

Avre there laws/rules that govern oversight of the civil service/public sector
agencies? Are these laws/rules effective? Are there rules for audit
oversight? Does such oversight take place?

Are there administrative checks and balances on decisions of individual
public officials? Are these effective?




Are public sector agencies required to report to legislature, in law? Does
this accountability take place in practice?

Is the public required to be consulted in the work of key public sector
agencies? Does this consultation take place in practice?

Internal controls
(departments or
institutions within
governmental agencies
that provide performance
and financial oversight)

How does internal control support corruption prevention efforts (e.g., does
it enable management to detect irregularities and identify procedural
problems)? Does the institution analyze systemic failures and trends in
criminal and disciplinary cases? Does the review of problems lead to
specific recommendations to strengthen prevention strategies? Are the
recommendation implemented? Are the recommendations made available
to supervisory bodies or legislators?

Does the government identify corruption risks and develop appropriate
safeguards and controls?

Are employees trained on how to manage corruption risks and rewarded for
identifying responses to them?

Transparency

What kinds of disclosure rules govern the civil service?

Do some civil servants have to disclose assets? Does this take place in
practice? Is there an independent agency that monitors disclosure?

Is such disclosure required to be publicly accessible? Is it, in practice?
Must procedures, criteria and fees for administrative decisions be published
(e.g. for granting permits, licenses, bank loans, building plots, tax
assessments, etc)? Are they?

To what extent are there electronic provisions for public services, i.e.

internet-based tax filing, license application, procurement processes? Have
these demonstrably had an impact on opportunities for corruption?

Complaints/enforcement
mechanisms

What are the provisions for whistleblowing on misconduct in the civil
service/public sector? Have these been exercised?

Who investigates allegations of corruption committed in the civil service?
What kind of oversight mechanisms are in place for such organizations?
What options exist for sanction against civil servants? Are they invoked
with any regularity?

How successfully has corruption been targeted by this institution, as an
internal problem? An external problem?

Have civil servants been investigated or prosecuted in the last five years?
What capacity is there for citizen complaints/redress?

Is there a particular right of redress regarding employment?

Demonstrated Political
Will

Did the government initiate any policies or reforms to address corruption,
increase transparency and accountability? If so, what policies and reforms
were implemented? Did the government establish milestones and
measurements for effectiveness of the reforms? To what extent these
reforms were effective?

Is there a consensus among branches of the government and governmental
institutions about reforms? Who is a champion?




SUPREME AUDIT INSTITUTION/FISCAL RESPONSIBILITY

Most countries have a supreme audit institution (SAI), an auditor-general, or a comparable body mandated to
oversee performance and financial activities of the governmental institutions. This institution can be very
instrumental in detecting and preventing corruption if it is independent, has broad but clearly defined
authority, has adequate capacity and resources, clear standards and procedures to conduct audits, and staffed
with high level professionals that comply with strict ethical standards. Political influence, weak internal
controls, poor capacity and other deficiencies can easily undermine the role and ability of this institution in

the country’s anticorruption effort.

DIAGNOSTIC AREA

CORRUPTION DIAGNOSTIC ASSESSMENT QUESTIONS

Authority and Capacity

Is the supreme audit institution (SAI), auditor-general, or comparable body
guaranteed constitutionally or through primary legislation?

Does the SAI’s mandate extend to all government activities? If any
national government accounts are not subject to audit by the SAI, are there
other institutions that audit these accounts and what is the relationship of
the SAI to these auditors?

Is the SAI responsible for auditing government activities, programs,
operations, enterprises, which do not form part of the government
accounts, but which depend on government grants, subventions and loans
or other resources sanctioned by law? If the SAI does not audit such
accounts, (i) what is the overall significance of the accounts? (ii) who
audits such accounts? and (iii) what is the specific responsibility of the SAI
with respect to those accounts, if any?

Is the SAI responsible for auditing sub-national governments, if any exist?
If sub-national governments exist and the SAI is not responsible, how are
their auditors appointed and what is the relationship of those auditors to the
SAI?

What types of audits does the SAI conduct (financial, compliance,
performance, those linked to high-risk operations, and/or others)?

Must all public expenditures be audited by the SAI annually? Is this done,
in practice?

Is there evidence of the government (regularly) acting on SAI reports?

Independence

Is there formal independence for the SAI? Is it independent in practice? In
practice, has the SAI been protected from political interference?

Is the appointment of the head of the institution transparent and merit-
based? Who appoints the head of the SAI? Are the terms of appointment of
the head, including tenure and remuneration, at least commensurate with
other equivalent positions such as High Court judges?

Who may dismiss the head of the SAI and under what circumstances? Is
the head of the institution protected from removal without relevant
justification?

Does the SAI have authority, independently of the executive, to appoint its
staff and decide on their conditions of service, with due regard for the
general conditions of the civil service?

Is the SAI able to allocate its budget independently in formal terms? In
practice?

What is the budgetary process that governs the Supreme Audit Institution?
Who approves the SAI budget, the executive or parliament?

Is the Supreme Audit Institution prohibited from having access to off-the-




books funds?

Does the SAI have reasonable access to all information, facilities and
persons without hindrance for the conduct of audits?

Other than that mandated specifically by law, does the SAI have
operational independence to determine what, how and when to audit?
Does the SAI have the authority to make reports directly to the legislature
and at such frequency as it deems appropriate?

Avre the total resources of the SAI — funding and staffing level — adequate
in comparison with the budgets of all the entities subject to audit by the
SAI?

Have any SAI budget submissions been rejected and, if so, what were the
reasons for such rejection?

Auditing Standards

Has the SAI established any auditing standards? If such standards have
been established, are they compatible with other international standards,
such as the INTOSAI standards?

If the SAI has not established its own internal standards, has it adopted
other international standards and does it use such standards in its
operations? Do the internal policies and procedures (e.g. Audit Manuals)
provide sufficient guidance for applying auditing standards and managing

the audit process? If no policies or procedures have been established, how does
the SAl manage itself?

Professional Competence

[J Does the agency have a professional, full-time staff?

Has the SAI established policies and procedures to ensure that audits are
planned and supervised by auditors who are competent and knowledgeable
in the SAI’s standards and methodologies?

Does the actual staffing profile of the SAI include the range of skills and
experience required for the effective discharge of its mandate (including
accountants, financial management experts, economists, technical, clerical,
and others)?

Judging by its staff recruitment policies and some recent actual
recruitment, is the SAI actively pursuing the goal of recruiting the type of
staff that would provide it with the range of competencies that it needs?
Has the SAI established sufficient operational manuals, written guidelines
and instructions concerning the conduct of audits?

If the SAI engages private sector auditors to undertake specific audit
assignments or relies on the work of other auditors, have policies and
procedures to review the quality and reliability of work been established,
particularly to ensure that it was completed in accordance with generally

accepted auditing standards?

Scope of Audit

Is the policy established for types of audit and their frequency? Is this
policy clear, free of political influence and strictly followed?

If the SAI does not undertake performance audits, what are the reasons for
not doing so, e.g., mandate restrictions or lack of adequate trained staff?
Does the SAI evaluate the effectiveness of internal audits and internal
control systems in its audits?

Planning

Are appropriate strategic plans established taking into account the mandate,
other statutory requirements, past performance and coverage, materiality,
risk, legislative and public interest and the level of resources?

Has the SAI established adequate management information systems to




track the use of its resources and the progress against plans, and an internal
review system to address changing priorities?

Audit Execution o Does the SAI ensure that each audit assignment is properly planned so that
the objective and scope of the audit are clear, and the materiality and risks
are properly assessed?

e Isthe type and quantity of relevant and competent evidential material to be
obtained and evaluated clear?

e Are procedures implemented to ensure that competent and relevant
evidence is obtained and properly documented?

e Are procedures implemented to ensure the objective evaluation of all
evidence and that all findings, conclusions, opinions and recommendations
are properly documented, supported and verified?

o Does the audit process allow for the work of audit staff at each level and
phase to be properly supervised to ensure fulfillment of the audit objectives

and the maintenance of the quality of the audit work?

Reporting and Follow-Up | [1 Have policies been adopted and implemented to ensure, at the end of each
audit, that the SAI prepares a written report?

e Do such reports reflect the SAI’s independence and are they objective, fair,
constructive, and free from vagueness and ambiguity?
To whom does the SAI report? Does it submit it reports in atimely
manner?
Can citizens access the reports within a reasonable time period and ata
reasonable cost?
Does the government act on the findings of the agency?
Does the SAI conduct follow-up reviews to ensure that the executive is
acting upon its findings and recommendations in substance and spirit, and
does it report the results of such reviews to the authorities concerned?
In practice, has the government acted on the findings and recommendations
of the supreme audit body/auditor general?

Quality Review and e Isthe SAI subject to periodic review through independent internal and

Control external peer review of completed audits?

e Where such review is being undertaken, are there procedures for
implementing lessons learnt?

Accountability e Are there laws/rules that govern oversight of the Supreme Audit
Institution? Are these laws/rules effective?

e Must the Supreme Audit Institution report to legislature, in law? Does this
accountability take place in practice?

e In practice, does the supreme audit body/auditor general make regular
reports to the legislature?

¢ Is the public required to be consulted in the work of the Supreme Audit
Institution? Does this consultation take place in practice?

Integrity mechanisms o Are there rules on conflict of interest within the Supreme Audit Institution?
Are they followed effectively in practice?
o Are there rules on gifts and hospitality? Are they followed effectively in

practice?
e Are there post-employment restrictions? Are these restrictions adhered to?
Transparency e Must reporting on government audits be kept up to date, by law? Is this

done in practice?
e Must reports be submitted to a Public Accounts Committee in the
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legislature and/or debated by the legislature? Is this done?
e Must all public expenditures be declared in the official budget? Are they?
e Must there be public access to SAI reports? Is there? Is the form the reports
are submitted easy accessed and understood by public?

Complaints/enforcement e Are there provisions for whistleblowing for misconduct within the SAI?

mechanisms Have these provisions ever been used, in practice?

e Isthe public able, in law, to redress grievances regarding budget
irregularities with this body? Has this taken place?
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ANTICORRUPTION AGENCIES?

Many countries tend to establish a dedicated institution to fight corruption. These institutions can be
established in the form of stand-alone anticorruption commissions/committees/bureaus/agencies with
functions that vary from setting national anticorruption policies only to a broader spectrum of activities that
include conducting investigations and implementing preventative reforms and awareness programs. Another
approach is to establish coordinating bodies to organize activities by the number of institutions that are
involved in anticorruption efforts. Any approach can be successful or can easily fail if there is no real
political will at the very top of the government and across institutions. A lack of resources and
professionalism, a lack of public trust and support are also causes for failure. Such institutions sometimes
become highly corrupt themselves when there is no accountability and transparency in its operations and
political interests overshadow its mandate. The following guide contains questions that help to examine this
kind of institution. Depending on the nature and the mandate, the assessment team may need to use questions
from other chapters, such as:

e Public Institutions/Civil Service (Personnel Management, Integrity Mechanisms, Financial
Viability, Incentives, Accountability, Internal Controls, Transparency, Complaints/Enforcement
Mechanisms, Demonstrated Political Will)

e Budget and Financial Management

e Law Enforcement Institutions

DIAGNOSTIC AREA CORRUPTION DIAGNOSTIC QUESTIONS

Mandate, Capacity, and o Are there dedicated, government anticorruption agencies (ACAS), or is

Independence the anticorruption task divided up among multiple
agencies/organizations?

o Is there formal independence of the ACA? Is it independent in practice?
Are there mechanisms that prevent ACA from political interference in
carrying out its mandate?

e Are appointments required by law to be based on merit? Are
appointments based on merit in practice?

o Are the appointees protected by law from removal without relevant
justification? In practice?

o Does the ACA manage its own budget line in formal terms? In practice?

¢ Is the budget/staffing of the ACA or relevant agencies sufficient to carry
out their mandate effectively?

e Is the budgetary process that governs the ACA transparent and free from
political interference?

¢ What are the main responsibilities of the anticorruption agency (or
relevant organizations): investigation; prevention; education and
awareness; prosecution, or other?

o If the anticorruption task divided up among multiple
agencies/organizations, is coordination among these agencies established
and carried on effectively in practice?

Do they cover public and private sectors?

e Do they have a national and/or local remit?

Investigating Corruption o If the ACA has investigatory functions, has it conducted investigations
into corruption of high ranking public officials from the ruling
party/administration?

?Teams may also consult the USAID Anticorruption Program Brief on Anticorruption Agencies (ACAS)
(http://lwww.usaid.gov/our_work/democracy_and_governance/technical_areas/anti-corruption/)
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http://www.usaid.gov/our_work/democracy_and_governance/technical_areas/anti-corruption/)

Have investigations resulted in the prosecution of high ranking
government officials from ruling party/administration? From opposition?
What is the balance of proactivity (monitoring and preventative
interventions) versus reactivity (responding to complaints) in the work
load?

How successfully has corruption been targeted and punished by this
institution?

(Additional questions are in chapter LAW ENFORCEMENT
INSTITUTIONS)

Accountability

Are there laws/rules that govern oversight of the ACA? Are these
laws/rules effective?

To whom must the ACA report, in law (legislature, executive, others)?
Does this accountability for its actions take place in practice?

Is the public required to be consulted in the work of ACA? Does this
consultation take place in practice?

Integrity mechanisms

Does the organization have an internal code of conduct? Is there any
evidence of its effective enforcement in practice?

Avre there rules on conflict of interest? Are they effective in practice?
Avre there rules on gifts and hospitality? Are they effective in practice?
Are there post-employment restrictions? Are these restrictions adhered
to?

Transparency

Are anticorruption agency reports required to be published (print and\or
Internet)? Are they published?

If reports are published, is the information presented clearly and at a
useful level of detail?

Is the work and reports of this agency accessible to the public?

23




REGIONAL AND LOCAL GOVERNMENTS

“City governments are on the front lines of the delivery of critical services, and are the first level of
representation and accountability in societies aspiring to democracy. They are political stepping-stones -- for
better or worse -- for political and administrative officials, and are the birthplace of many social and political
movements. While no one can deny the significance of "grand corruption™ at the national level, for millions of
citizens around the world the overall quality of local governments critically influences the services they receive
-- and the corruption they experience. The provision of utilities and health care, the maintenance of order, the
construction of safe housing and infrastructure, the education of children, the protection -- or repression -- of
human rights and of opportunities to build and participate in social communities, are all linked to the quality of
local government.

Unfortunately, these same critical responsibilities and opportunities also provide opportunities and incentives
for corruption. Administrative corruption...tends to flourish in situations where officials enjoy discretion over
the allocation of important goods and decisions, can create monopolies, and are not held accountable. Political
corruption often takes the form of extended patron-client networks. Given the relatively close connections often
found among levels of administration in local government, and between officials and business and social groups
in the community, corrupt relationships and the conditions that sustain them can become deeply entrenched at
the local level. Moreover, many local government activities -- law enforcement, inspections, construction, the
delivery of services -- take place out in the field beyond the direct view of supervisors and the public. The result
is that corrupt deals can easily be made -- and concealed. Social conditions within cities, such as competition
and conflicts among social groups and neighborhoods, or the coexistence of a "consumer culture” (citation...)
alongside desperate poverty, can also intensify temptations and incentives to corruption.”

The following guide and guides from other sections will assist the assessment team to examine many
aspects of sub-national and local/municipal government that either makes them instrumental in fighting
corruption or on the contrary, promote corruption within the government.

Please also use questions from the following chapters:

e Public Institutions/Civil Service (Personnel Management, Integrity Mechanisms, Financial
Viability, Incentives, Accountability, Internal Controls, Transparency, Complaints/enforcement
mechanisms, Demonstrated Political Will)

Electoral Commission and Election
Legislature

Budget and Financial Management
Public Procurement

Privatization

DIAGNOSTIC AREA CORRUPTION DIAGNOSTIC QUESTIONS

Authority and Capacity e Isthe power and authority devolved from the central government to sub-
national, local and municipal units clearly stated?
e Isthere fiscal policy balance between the central government and locally
driven priorities?
¢ Isahard budget constraint between tiers of government maintained through
the intergovernmental and financial systems to reduce opportunities for
discretion?

¥ Michael Johnston, “Controlling Corruption in Local Government: Analysis, Techniques and Action,”
(Washington, DC: Management Systems International, 2000)
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Is the regional/local budget sufficient to provide public services
effectively?

Does decentralization (to the extent that it is taking place) contain specific
anticorruption elements?

Is there evidence that decentralization has facilitated anticorruption efforts
at the regional or local level?

Are there key government institutions related to corruption at regional and
local level? (please provide a list)

Do national agencies with a remit to deal with corruption (anticorruption
agencies, ombudsmen, supreme audit institutions, and so on) work at
regional or local levels and are there specific agencies with regional and
local responsibilities?

Is there formal independence (vis-a-vis national government) for regional
and local government institutions working on corruption-related activities?
Are such regional and local government bodies independent in practice?
Are there anticorruption responsibilities designated to regional and local
government? Are there carried on effectively?

To what extent have regional/local governments organized their work based
on/committed themselves in any extraordinary way to an agenda of
integrity, transparency and good governance? What is the evidence for this?
If some public offices at the regional and local level are appointed by the
national government, is it done on a merit basis and in transparent fashion?
What mechanisms are in place to ensure it? (See additional questions in
the chapter PUBLIC INSTITUTIONS/CIVIL SERVICE)

Avre elected officials elected through fair and just election? (See additional
questions in the chapter ELECTORAL COMISSION and ELECTION)

Avre elected officials accountable to their constituency? (See additional

questions in the chapter LEGISLATURE)

Are there financial/asset disclosure rules for local officials, code of

conduct, and conflict of interest? (See additional questions in the chapter
LEGISLATURE)

Service Delivery

Are public announcement/ publicity campaigns conducted to explain the
procedures, required fees, standard processing times, and the criteria for
administrative decisions (granting permits, licenses, or bank loans,
enrolling students, allocating healthcare, assessing taxes, etc.)?

Are there documents that establish obligations of service providers and
rights of users (such as citizen’s charters)? Are these publicized to both
providers and users?

Are public officials required to wear identification badges (to help facilitate
identification in case of complaints due to inefficiency or corruption)?

Are alternatives for public services offered, such as contracting out or
having both public and private provision of services (i.e., mail carriers or
security forces)?

Avre services provided at the lowest practicable level of government?

Does regional/local government evaluate the performance of public service
delivery? Is this self-evaluation or independent external evaluation? Do

evaluations include client surveys? Does the government act on results? Do

citizens have any recourse in cases where service delivery fails?
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LAW ENFORCEMENT INSTITUTIONS

The guide below suggests questions to examine law enforcement institutions that include investigative
bodies (often police) and the prosecutor’s office. It helps to assess both the ability of the law enforcement to
investigate and prosecute corruption but also to prevent corruption within itself. Lack of resources and
professionalism in combination with a lack of commitment can undermine the ability of the law enforcement
to investigate and prosecute corruption. On the other hand, law enforcement agents can easily become
subjected to corruption itself. Although they have the mandate to fight corruption, the police are often under
the strong political influence of the ruling administration, which can result in the selective use of entrusted
power against political opponents. On the petty level, bribery, clientism and favoritism can easily determine
the outcome of police investigations and the prosecution of any corruption case if there is no adequate
internal control mechanisms and oversight of law enforcement.

DIAGNOSTIC AREA

ICORRUPTION DIAGNOSTIC QUESTIONS

LAW ENFORCEMENT INSTITUTIONS (IN GENERAL)

Legal and institutional
framework

What institutions are authorized by the law to conduct investigation into
corruption cases in the country?

Avre there legislative instruments that are used by the police (and other
authorized institutions) and public prosecutors for the investigation and
prosecution of cases of corruption/bribery?

Are there special units for investigating and prosecuting corruption crimes?
Is the budget/staffing of these key institutions sufficient?

Is the budgetary process that governs law enforcement agencies fair and
effective?

Avre there regulations that prohibit police or prosecutors from having access
to off-the-books funds?

Leadership and
Commitment

Is there a high-level multipartisan support and political commitment to the
fight against corruption in the law enforcement sector?

Have the law enforcement administration adopted a strong anticorruption
policy?

Is promotion to managerial positions dependent on integrity performance?
Do senior managers and supervisors lead by example?

Are periodic surveys conducted to assess stakeholders’ perceptions of law
enforcement’ commitment to integrity?

Is appropriate priority afforded to the anticorruption strategy in corporate

vision, mission, values, resource allocation processes, and strategic
planning documents?

Accountability

How effective are the laws/rules that govern oversight of key law
enforcement agencies?

Does law require law enforcement and prosecutors to report legislature or
any other independent institution? Does this accountability take place in
practice?

Is the public required to be consulted in the work of law enforcement
agencies? Does this consultation take place in practice?

Code of Conduct

Has a comprehensive code of conduct been adopted?
Are the contents of the code clear and unambiguous, and the penalties for
noncompliance understood by staff?
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Are all supervisors required to lead by example or is there “one rule for us
and another for you?”

Avre all staff required to read, understand, and endorse the code?

Is prompt and appropriate action taken to redress any breaches of the code
that are identified?

Has a periodic review process been established?

Was staff consulted during the development of the code?

Integrity mechanisms

Avre there rules on conflict of interest for police? For prosecutors? Are they
effective?

Avre there rules on gifts and hospitality for police? For prosecutors? Are
they effective?

Are there post employment restrictions? Are these restrictions adhered to?

Transparency

Are any police officials/prosecutors required to disclose assets? Do they? Is
there any lifestyle monitoring?

Who is monitored? Must any records of such assets be disclosed publicly?
Are they?

What aspects of law enforcement work are required to be publicly
disclosed? Does this take place?

Complaints/enforcement
mechanisms

Is there an independent mechanism to handle complaints of corruption
against the police?

Does the public have a legal role in complaint mechanisms? To what extent
is this exercised?

Is there an independent mechanism for citizen complaints about the police?
Does civil society have a role in such a mechanism?

INVESTIGATIVE BODIES/POLICE

Jurisdiction and
independence

Are there specialized agencies in place to investigate misconduct and
corruption in the public service?

Avre there different bodies for disciplinary and criminal procedures?

Does the jurisdiction of the investigative bodies cover all public institutions
(e.g., the whole public service, a range of public service organizations, one
public service agency or department)?

Are these bodies accountable to legislature?

Do their main responsibilities include investigation, prevention, education
and awareness, and/or prosecution?

Avre the investigative bodies independent?

Is the head of the investigative body protected by law from political
interference?

Are appointments based on merit?

Are the appointees protected from removal without relevant justification?
In practice?

In practice, is the head of the police or equivalent protected from political
interference?

Institutional Capacity

Avre the financial and human resources of the investigative bodies
adequate?

Avre investigators of corruption-related cases trained to collect evidence and
build a case?

Are there mechanisms in place to evaluate the effectiveness of the training?
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Is the law enforcement agency (the police) effective in investigating
corruption?
Are “big fish” as well as small ones investigated and prosecuted?

Remuneration and
Human Resources
Management

Has a comprehensive and strategically focused human resources
management strategy been introduced incorporating sound polices on

* recruiting and retaining the right people

« developing and improving professional competencies and skills

* recognizing and supporting integrity efforts?
Is staff remuneration comparable to similar public or private sector
positions and sufficient to allow a reasonable standard of living?
Have procedures been established that can identify and support staff with
financial difficulties?
Are objective and merit-based selection processes employed that identify
personal integrity as well as academic or technical competence?
Are procedures in place to ensure appropriate security vetting for potential
staff during recruitment and for existing staff periodically?
Avre selection committees impartial?
Has a staff transfer or rotation policy been implemented with clear and
unambiguous rules on the regular movement of staff from high-risk
positions?
Have all high-risk positions and functions been identified and systems and
procedures modified to limit the exercise of official discretion?
Are appropriate informal and formal training and professional development
opportunities provided to build technical competence and promote
integrity?
Are the administration’s code of conduct and the individual responsibilities
of officials regularly reinforced during training and professional
development programs?
Has a performance appraisal system been implemented that is fair, regular,
monitored, and periodically reviewed?
Are supervisors required to actively manage staff performance and
performance issues?
Are supervisors held responsible for the integrity performance of officers
under their control?

Accountability and
Internal Controls

Is there a legal mechanism for holding investigative bodies to account for
complaints of police misconduct or corruption?

In practice, has this legal mechanism been used?

Are there regulation and mechanisms that ensure the officers of the
investigative bodies are not immune from prosecution?

Are there mechanisms to hold law enforcement officials accountable for
their actions?

Do provisions exist for whistleblowing on misconduct in law enforcement
agencies? Are they used effectively in practice?

Avre cases of corruption in the police identified and investigated effectively?
In the last five years, have police officers suspected of corruption been
prosecuted (or seriously disciplined or dismissed)?

Transparency

Are investigative reports published (other than when criminal charges are
pending)?
Do investigators report publicly to the legislature on the general scope of
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their work?

PROSECUTORY

Jurisdiction and
Independence

e Are there institutions in place to prosecute misconduct and corruption inthe
public service?

o Does their jurisdiction cover all public institutions (e.g., the whole public
service, a range of public service organizations, one public service agency
or department)?

e Isthe criminal system based on the principle of discretionary prosecution or
the principle of mandatory prosecution or a mixed system?

e Are there other possibilities (actio popularis, actions brought by victims or
taxpayers) that can be used in corruption cases?

¢ What control mechanisms have been established to ensure that prosecution
is not discontinued as a result of undue pressure or undue considerations?

e Are prosecuting bodies empowered to bring suspected cases of corruption
directly to court?

e Are public prosecutors independent?

e Is the public prosecutor or equivalent protected by law from political
interference? In practice?

e Are they accountable to legislature?

Are appointments based on merit?
Avre they protected from removal without relevant justification? In
practice?

Institutional Capacity

¢ Are the financial and human resources of the prosecuting bodies adequate
to carry out their mandate effectively?

e Is there a special unit of the prosecutor’s office dedicated to investigating
and prosecuting corruption and fraud by public and private entities?

e Has there been active enforcement of laws against fraud and corruption by
prosecutors?

Internal Controls

e Isthere a legal mechanism for holding prosecutorial, personnel accountable
for prosecutorial misconduct or corruption? In practice, has this legal
mechanism has used?

e Are prosecutors immune from prosecution? (they should not be)

For the last 3 years, have there been any cases of corruption within the
prosecuting agencies? Have they been prosecuted?

PROSECUTING
CORRUPTION

How many prosecutions for corruption have been undertaken in the past
years? How many have been successful? If the number is low, why?

o Are there the rules regarding confidentiality of investigations (notably,
relations between investigators, defense lawyers and lawyers of parties
claiming damages, regarding access to the file, disclosure or transmission
of elements from the file, the need for a judicial authorization, and
applicable sanctions; relations between the investigators and the public; and
restrictions imposed on the press—e.g., prohibition from publishing certain
procedural documents relating to a criminal case before it is read in public
hearing)?

Does the system protect vulnerable targets in cases of corruption (victims,
collaborators of justice, witnesses, judges and prosecutors)? Are protective
measures taken before, during, and following the proceedings? Which
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protective measures are used? Are individuals who are closely related or
connected to the person directly concerned also protected?

e Can privileges or arrangements be proposed to suspects or to sentenced
persons who agree to cooperate with the police and the judiciary in
corruption cases (e.g. plea bargaining, reduced sentences, special

protection)?

Corruption Within the e In the investigation of criminal conduct, do police have wide discretionary

Criminal Process. powers, much of which goes unchecked?

e Do prosecutors have broad discretion in investigation and prosecution of
cases, managing of caseloads and prioritizing investigations?

e Can government ministries exert substantial pressure on the public
prosecutor to stop prosecution?

Corruption Within the Civil | o In the filing of a civil lawsuit, are citizens typically faced with adaunting
Process. array of court procedures, many of which are complex and arcane?
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ELECTORAL COMMISSION and ELECTION PROCESS

Elections are highly prone to corruption. Buying votes, tampering with ballots, threatening voters,
manipulating the media, illegal donations — these are just several examples of abuses that can occur in the
election process. A lack of transparency in election systems is one of the most important sources of
corruption. Electoral commissions can become vulnerable to corruption if they lack independence, capacity
and authority and if there is no public oversight over the Commission. Sufficient and non- partisan election
legislation and its effective enforcement is essential in safeguarding elections from being hijacked by
corruption.

DIAGNOSTIC AREA CORRUPTION DIAGNOSTIC QUESTIONS

Electoral Commission e s there formal independence for the Electoral Commission (or
Independence equivalent body)?
e Is the Electoral Commission (or equivalent body) independent in
practice?

¢ If not, what arrangements for monitoring elections are in place? Isthis
arrangement widely regarded as being non-partisan?

o Is the appointment of the head of the Commission free from political
pressure from ruling party/administration?

e To what extent has the Electoral Commission (or equivalent body)
organized its work based on/committed itself in any significant way to
an agenda of integrity, transparency and good governance? What is the
evidence for this?

¢ When necessary, does the agency impose penalties on offenders?

Institutional Capacity e s the budget/staffing capacity of the Electoral Commission adequate
to perform its functions affectively?

e Is the budgetary process that governs the Electoral Commission free
from political pressure from ruling party/administration?

e Isthe tenure of the head of the commission sufficient to impartially
fulfill his/her duty?

e The Electoral Commission does not have access to off-the-books
funds, does it?

Accountability e Are there laws/rules that govern oversight of the Electoral
Commission? Are these laws/rules effective?

e Isitrequired by law for the Electoral Commission report to
Legislature? Does this accountability for its actions take place in
practice?

e Is the public required to be consulted in the work of the Electoral
Commission? Does this consultation take place in practice?

Integrity mechanisms e Are there rules for the Electoral Commission on conflict of interest?
Avre they effective?
Avre there rules on gifts and hospitality? Are they effective?

o Are there post employment restrictions? Are these restrictions adhered
to?

e  Are there rules limiting public servants’ involvement in campaigning
and the use of public resources for campaigns? Are these rules
adhered to?

Transparency e Isinformation (budgets, reports, decisions, etc.) produced by the
Electoral Commission required to be put into the public domain? Is
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this done in practice? If yes, is it done via mass media, Commission’s

publications and websites, other forms (please specify)? To what extent

are these forms usable?

e Isitrequired by law for the Electoral Commission to disclose party
financial affairs? What aspects must be disclosed by the Electoral
Commission? Is this carried out, in practice?

Complaints/enforcement e Are there any provisions for whistleblowing for misconduct within the

mechanisms Electoral Commission? Have these provisions been utilized?

e Isthe Electoral Commission empowered by law to start investigations
on its own initiative? Does it do so in practice?

e Isthe Electoral Commission empowered by law to impose sanctions?
Does it impose sanctions in practice? If not, how are sanctions
enacted?

o How successfully has corruption been targeted and punished by this
institution?

e To what extent is there a problem of vote-buying in elections?

What legal means do the public have for redressing concerns about
electoral transparency? Have these rights been exercised? With what
kinds of outcomes?

Election fairness ¢ Isuniversal and equal adult suffrage guaranteed to all citizens?

e Do all citizens exercise their right to vote freely and fairly?

o Are there precedents of pressure from the government or ruling party
to influence elections (buying votes, threatening voters, etc.)? To what
extent it is widespread and had an impact on election?

e Are elections held according to a regular schedule?

e To what extent does the government (President or legislature) have
power to change the schedule? How often is this exercised? Was it
done on justifiable grounds?

e Is there evidence of election competitors using public resources

(government vehicles, buildings, funds, other resources) in
campaigns?

¢ During the most recent election, did political parties receive media
coverage roughly proportional to their popular support? Was there an
unfair advantage given to ruling party candidates by government-
owned media?
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POLITICAL PARTIES

Political party corruption is especially problematic in developing and transitional countries where political
and economic institutions are not yet stable. In the long run, party corruption can undermine public trust and
threaten the viability of democracy. Political parties are known to abuse their position by extorting bribes,
engaging in nepotism, diverting public resources into the pockets of party leaders, members, and supporters,
and shaping political and economic institutions for the benefit of affiliated interest groups.* Political party
financing is one of the most acute problems. The ways that parties get access to money can influence the
outcome of elections, skew policy outcomes, and undermine the representative relationship between elected

leaders and constituents.

DIAGNOSTIC AREA

CORRUPTION DIAGNOSTIC QUESTIONS

Regulatory framework

Is there clear and consistent legislation and rules governing political
parties? Party registration? Candidates?

To what extent does the regulatory framework make it possible to form
opposition parties? For opposition parties to compete fairly with
established parties?

Is there formal operational independence of political parties? Are political
parties independent in practice?

Avre there strong, established party organizations rather than parties that are
fundamentally created around personalities or clans?

To what extent have any political parties organized their work based
on/committed themselves in any significant way to an agenda of integrity,
transparency and good governance? What is the evidence for this?

To what extent are there ‘anticorruption’ parties? To what extent is there a
state party only?

Is the political system truly competitive?

Is there an active opposition in parliament? Does it monitor the incumbent
effectively? Are political parties monitored by an active opposition? Are
there informed voters?

Election

Have the last two election cycles reflected strong political contestation?
Have coalition governments during the last two election cycles reflected
strong political contestation within the coalitions?

Does the political system allow for re-election or are most political
positions limited to one term only?

Political party financing

Acre there rules that govern the funding of political parties? What is the
nature of these rules? Are these rules exercised in practice? Are there
regulations governing contributions to political parties?

Avre there limits on individual donations to candidates and political parties?
Avre there limits on corporate donations to candidates and political parties?
What is the balance between private and public funding of parties? Is this
balance adhered to in practice?

Are there significant lobby groups/think tanks affiliated with the party,
subject to different funding rules?

Avre there donation limits for individuals? Corporations? Are these limits
adhered to, in practice?

* Adapted from Bertram I. Spector, editor, Fighting Corruption in Developing Countries: Strategies and Analysis.
(Bloomfield, CT: Kumarian Press, Inc., 2005, p. 27)
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Must (substantial) donations and their sources be made public? Is this done
in practice?

Acre there rules on political party expenditures? Are these adhered to?
Monitored? If so, by whom? Does the monitoring agency impose penalties
on offenders? What sanctions exist for violation of finding regulations?
Who appoints the head of this agency?

Do any of the above rules related to political finance vary significantly
during election periods?

Are party leaders typically willing to accept payoffs or illegal donations to
ease the financial pressures of campaigning, often in return for future
favors?

Is payment often demanded from an elected official as a contribution in
return for party support?

Do politicians often exceed official campaign spending limits?

Do politicians have private foundations? If so, are private businesses
encouraged to contribute?

Are donations expected/demanded from individual parliamentarians and
candidates for positions? Or to ensure that their names stay on the party
proportional list?

Do voters expect gifts prior to elections?

Is there an agency that monitors political party finances and independently
initiates investigations? Does the agency impose penalties on offenders?
What sanctions exist for violation of funding regulations? Who appoints
the head of the institution?

Avre political party accounts published? Can citizens access the financial

records of political parties within a reasonable time period and at a
reasonable cost?

/Accountability

What kind of laws/rules govern oversight of political parties? Are these
laws/rules effective?

To whom must political parties report, in law? Does this accountability for
its actions take place in practice?

Is the public required to be consulted in the work of political parties? Does
this consultation take place in practice?

Do party leaders often suppress criticisms of the party?

Integrity

Is there regulation regarding internal party governance? Is thisregulation
effective?

Is the liability for financial irregularity in party affairs attached to
individual officials, to the party, or both?

Do the main political parties have codes of conduct for their members?
Can ‘unethical’ candidates (ie those undergoing investigation/convicted of
crimes) stand for election?

Are there rules on conflict of interest? Are they effective?

Avre there rules on gifts and hospitality? Are they effective?

Are party members usually pressured by party leaders to vote/support their
agendas?

Do party leaders often support the agendas of wealthy organized interests
or social groups?

Transparency

Avre there rules on disclosure of party funding? Party expenditure? Are
these rules followed in practice? How is this information published?
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Can citizen access the financial records of political parties within a
reasonable time period and at a reasonable cost?

Who is in charge of keeping such records, and are they adequately
resourced for this task?

To what extent is information (accounts/budgets/assets) on political parties
required to be put into the public domain? Is this done in practice? If yes,
what form does such disclosure take? To what extent are these forms

usable?

Complaints/enforcement
mechanisms

Acre there any provisions for whistleblowing on misconduct within political
parties? Are these made use of in practice?

Have powers of sanction ever been invoked? If so, with what outcome?
Are accounts audited or otherwise checked by an independent institution?
Are they submitted to the legislature?

Does the public have the right to redress?

How successfully has corruption been targeted by this institution, as an
internal problem? An external problem?

Party Control Over State
Resources and
Redistribution

Do political parties have a large amount of control over state institutions
and society?

Is there weak party competition?

In multiparty systems, do major parties try to politicize society and control
important sectors of business and public life?

Do current or former high-ranking party members often use their
connections to rig privatization bids, secure cheap government loans, and
acquire resources for themselves and their associates?

Are continuing loyalties to state bureaucrats impeding the formation of new
state institutions? The free market?

In former monopoly-party states, do members of the former ruling party
control the available public resources?

Do organized crime syndicates typically act as business partners to party
members by paying bribes to high-ranking politicians and bureaucrats to

facilitate illegal activities? Do crime syndicates act as ‘substitutes’ for state and
party institutions, taking over formerly party-controlled functions?

Are patronage and clientelism common?

Demonstrated Political
Will

Avre there parties that run on anticorruption platforms or promote
anticorruption reforms? To want extent it is sincere effort but not rhetoric?
Please provide specific examples of this.

35




TAXATION SYSTEM

Corruption in the taxation system can occur when formulating tax legislation and in tax administration.
Influence by improper lobbying of legislators and the tax authority can establish taxation policy that favors
particular industries, regions or interest groups. Tax administration can also be subject to corruption at
different stages and processes: the identification and registration of taxpayers, the assessment and
collection of taxes due, the monitoring of incoming payments, the assessment of surcharges or refunds, or
investigation by the tax authorities. Lack of clarity and consistency in taxation regulatory framework, poor
internal controls, lack of transparency and weak oversight over tax administration opens the opportunity
for corruption in the taxation system.

DIAGNOSTIC AREA

CORRUPTION DIAGNOSTIC QUESTIONS

Incentives to corrupt
behavior

Avre tax regulations and procedures clear and consistent?

Is the tax regime easy to understand? Does it have uniform tax rates? Are
there major exemptions and special regulations? If so, are they clear and easy
to understand?

Does the tax system impose unrealistically high burdens on enterprises?

How large is the percentage of enterprises that operate in the informal
economy (unregistered and non-tax-paying)?

Avre tax liabilities negotiated between large enterprises and local (or, for the
largest firms, even national) governments? Are the results of these
negotiations made public?

Acre there frequent barter arrangements between enterprises and local
governments (the energy provider pays no taxes but provides free electricity
to public housing, etc.)? Are these arrangements made public?

Are public utilities priced competitively and/or subsidized? (If the latter, the
way is open to barter arrangements that lower tax liabilities for these
enterprises.)

Do tax officials make impartial and fair decisions, e.g. when granting tax
incentives, assessing taxes owed, selecting individuals for tax audits, initiating
proceedings etc?

Do tax payers bribe officials in the tax office, in exchange for recording a
lower tax liability, or for registering a legitimate tax payment made?

Are high tax rates combined with marked tax rate differentials, which
normally increase willingness to engage in corrupt activities due to the greater
potential benefit?

Avre the tax laws and forms so difficult to understand that, in order to apply
them, taxpayers require help from tax officials and are forced to deal with
those officials personally?

Do a large number of seemingly arbitrary exemptions and special rules exist?
Is there the existence of certain types of tax and taxable items that are
particularly susceptible to corruption?

Avre taxes paid by impersonal means — checks or transfers from bank
accounts — or they are paid in person at tax offices or through visits from tax
authorities to businesses or other payers? (The latter arrangement is more
conducive to bribery.)

Avre the selection systems for tax audits clear and well monitored?

Is the system for collecting tax arrears well monitored?
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Avre there adequate sanctioning systems (fines and interest)?

Are enforcement procedures timely and manageable?

Is there an independent court of appeal?

Do tax officials who are recruited or paid at the local level receive subsidized
housing or other payments in kind from the local government that can
jeopardize their impartiality?

e |s the tax system computerized? Is there a computerized national register of
taxpayers (of enterprises and individuals)? Is there a computerized taxpayer
register at the local tax office?

Signs of possible
corruption in
Administration

e Are corrupt actions by tax officials noticed and detected? If reported, are tax
officials punished?

e Is there frequent personal interaction between taxpayers and civil service
officials or tax officials, especially where taxes are being assessed and
collected?

Identification and
Registration of
Taxpayers

e Are there instances of deletion or removal of taxpayer records from the
registers, files and accounting systems of the tax authorities?

e Are tax numbers and tax cards allocated to fictitious taxpayers?

e Are there a large number of cases where the taxpayers are incorrectly
identified?

e Istax payer registration required?

e Are there multiple registrations of taxpayers in different tax districts (or
jurisdictions)?

Assessment and
Collection of Taxes Due

e Are tax laws enforced evenly and without discrimination? Is there evidence
that different taxpayers situated in similar circumstances are treated
differently without adequate justification?

e Are there instances of political interference or exercise of discretionary
authority by revenue authorities on subjective considerations?

e Are tax audits of individuals and enterprises, and audits of local tax offices,
carried out on a regular basis? Is there a pattern of such audits avoiding
individuals and enterprises specially favored by the local (or national)
government?

¢ s the tax collection carried out efficiently? What is the total cost of collection
compared to revenue raised?

e Are tax exemptions notices issued to the proper individuals, i.e., they are

entitled to the exemption?

Avre tax debts written off with precise explanations?

Are deferments of taxes warranted?

Monitoring of
Incoming Payments
and Enforcement of
Payments

Is there adequate supervision and control over the collection of taxes?

Avre correctly assessed taxes submitted in writing?

Avre correct receipts issued?

e Are taxpayers supported in their efforts to delay the payment of tax arrears,
for instance by tax officials being supposedly unable to locate the taxpayers or
withholding the case files and failing to pass them on to enforcement
agencies?

e Are taxpayers charged a fee for reimbursements that should be free of charge?

e Is confidential information passed from the tax declaration to the taxpayer's

business competitors?
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Tax Audits

Is the selection criterion for taxpayers to be audited transparent?

When tax audits are completed, are adjustments made and/or fines for tax
evasion imposed?

Is the selection of cases for audit transparent? Are there patterns to who is
selected?

Avre taxpayers informed of their rights and duties?

Are removals of taxpayers from the list of individuals to be audited justified?
In appeal proceedings concerning audit results, are fair and just decisions
made?

Avre there threats of unwarranted investigation for suspected tax offences by
the investigation service?

If tax evasion is detected, are the perpetrators prosecuted?

Legal Remedy
Procedures

Are legal remedy procedures timely and manageable?

Are competences of tax authorities clearly defined by law?
Do decision-making bodies have the necessary capacity?

Amnesties and Special
Procedures to Cancel
Taxes Due

Are the amnesties and special procedures to cancel taxes due clearly defined
and transparent?

Are taxes cancelled or waived frequently?

Tax administration
decentralization

Are tax bases decentralized?

How clear are the taxing responsibilities of sub-national governments?

Is all taxation power assigned to subnational governments with upward
revenue sharing? Or is all taxation power assigned to the central government
with downward transfers to local government? (either approach can

potentially lead to vertically organized corruption)

Demonstrated Political
Will

Did the Tax Administration initiate any policies or reforms to address
corruption, increase transparency and accountability? If so, what policiesand
reforms were implemented? Did these reforms reach all levels? Did the Tax
Administration establish milestones and measurements for effectiveness of
the reforms? To what extent these reforms were effective?

Is there a consensus within the Tax Administration about reforms? Who is a
champion?
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CUSTOMS

Corruption in customs occurs in legislation, in customs procedures, in the administration of freight clearance
and customs enforcement. Customs legislation that is very complex, confusing and open to multiple
interpretations will ultimately fertilize the ground for corruption. Lack of information on legislation and
regulations make clients dependent on customs bureaucrats’ rulings. In addition, formulation of the
legislation itself can be influenced by bribery and other illegal incentives and as a result it can selectively
favor certain interests and industries. Corruption in freight clearance can occur in a number of procedures,
including: the processing of cargo manifests and customs declarations, the classification of goods, valuation
and assessment, the payment of duties, the handling of goods in transit, the release of goods and the
clearance of exports. Customs enforcement that includes such measures as: risk analysis, freight inspections,
inspections after customs clearance, measures to control smuggling, the sale or destruction of confiscated
goods, the collection of payments in arrears and the monitoring of bonded warehouses — is also often
subjected to corruption. Though the scale of corruption in customs is viewed as petty and mid-level, in
reality it can be worth millions of dollars in its impact.

DIAGNOSTIC AREA CORRUPTION DIAGNOSTIC QUESTIONS

Leadership and e Has high-level multipartisan support and political commitment to the fight

Commitment against corruption been obtained at the customs authorities?

e Has the customs administration adopted a strong anticorruption policy?

o  Are clear responsibilities, obligations, and accountability for all customs
managers, supervisors, and staff established and understood?

¢ Is promotion to managerial positions dependent on integrity performance?

e Do senior managers and supervisors lead by example?

e Are periodic surveys conducted to assess stakeholders’ perceptions of
customs’ commitment to integrity?

o Does customs lead or participate in wider all-of-government integrity
initiatives?

e Is appropriate priority afforded to the anticorruption strategy in corporate
vision, mission, values, resource allocation processes, and strategic planning
documents?

e Has the use of an official amnesty been considered? (Amnesty can be a tool
for getting buy-in for ‘starting over’ with new anticorruption standards.)

Regulatory Framework e Have customs laws, regulations, administrative guidelines, and procedures
been reviewed, harmonized, and simplified to reduce unnecessary duplication
and red tape?

e Has a process of continuous review and improvement of systems and
procedures been introduced?

o Have tariff rates been moderated and the number of different rates of duty
rationalized?

e Has a formal process for the review and rationalization of exemptions and
concessions been introduced?

¢ Has a program of consultation and cooperation with other government
agencies been established to examine means of rationalizing regulatory
requirements?

e Have internationally agreed-upon conventions, instruments, and accepted
standards, including the Revised Kyoto Convention, the WCO HS
Convention, the WTO Valuation Agreement, the ATA Carnet Convention,

and the WTO TRIPS Agreement, been implemented?
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e Do regional customs unions and economic groups adopt internationally
agreed on standards and work toward regional harmonization of systems and
procedures?

e Does the administration actively participate in international benchmarking
and information sharing initiatives?

Transparency

o Have customs laws, regulations, procedures, and administrative guidelines
been made public and are they easily accessible?

e Has the basis upon which customs officials are entitled to exercise their
discretionary power been defined and are variations recorded for later review
and monitoring?

e Have administrative and judicial appeal mechanisms been established that
allow customs decisions to be challenged?

e Have advance tariff and valuation rulings systems been implemented?

e Have Customs Service Charters and performance targets been established
that are challenging but realistic and is the administration’s performance
reported to the public?

e Does the administration use a range of media to publicize information,
including brochures, posters, Web site, and the mass media?

o Are all fees and charges publicized?

Have help desks been established to assist clients in complying with customs
requirements?

Automation

Have automated systems for declaration processing and cargo reporting been
introduced based on the IT guidelines contained in the Revised Kyoto
Convention and the WCO Data Model?
Have the systems been designed to do the following:
o incorporate appropriate risk assessment and selectivity
capabilities
o minimize the need for officials to exercise discretionary authority
o minimize face-to-face contact between customs officials and
traders
o record any variations or exercise of discretionary powers for later
review and audit
o accommodate automated payment or electronic funds transfer
systems?
Is the IT infrastructure appropriately managed and has adequate provision
been made for ongoing hardware and software maintenance and
replacement?
Have appropriate provisions been made to secure the systems from internal
or external manipulation?
Have appropriate provisions been made to ensure the effective integration of
manual and automated systems?

Modernization of
Customs

1 Is customs regarded by the government and the business sector as a key
national asset and tool for trade facilitation, revenue collection, community
protection, and national security?

1 Is customs ranked high on the list of government priorities for international
donor assistance?

Has a comprehensive and long-term reform and modernization program been
established that is

adequately resourced, with roles and responsibilities clearly

O
defined
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based on an accurate diagnosis of needs

focused on simplifying and harmonizing systems and procedures
well supported by all stakeholders including staff

effectively coordinated and managed at the local level

based on sound performance data and objective performance

O O O O O

measures?

Audit and Investigation

Have effective monitoring and control mechanisms been established,
including internal audit functions and internal check responsibilities?

Is the administration subject to regular and professional external audits?
Does the administration develop and maintain a strategic audit plan that
identifies priorities and ensures that audit findings and recommendations are
implemented?

Avre staff working in audit and investigation areas appropriately qualified to
undertake their tasks?

Has an internal investigation or internal affairs unit been established to
promptly investigate allegations of corruption?

Has a detailed risk map of the administration been developed to identify
particular vulnerabilities and devise appropriate corrective strategies?

Does the administration make use of the appropriate independent
anticorruption authorities to deal with large-scale cases or allegations against
senior officials?

Code of Conduct

Has a comprehensive code of conduct compatible with the WCO model been
adopted?

Are the contents of the code clear and unambiguous and the penalties for
noncompliance understood by staff?

Are all managers and supervisors required to lead by example or is there
“one rule for us and another for you?”

Avre all staff required to read, understand, and endorse the code?

Is understanding of and adherence to the code reinforced through periodic
training and refresher sessions?

Is prompt and appropriate action taken to redress any breaches of the code
that are identified?

Has a periodic review process been established?

Were staff and clients consulted during the development of the code?

Remuneration and
Human Resources
Management

Has a comprehensive and strategically focused human resource management
strategy been introduced incorporating sound polices on

* recruiting and retaining the right people

« developing and improving professional competencies and skills

* recognizing and supporting integrity efforts?
Is staff remuneration comparable to similar public or private sector positions
and sufficient to allow a reasonable standard of living?
Have procedures been established that can identify and support staff with
financial difficulties?
Are objective and merit-based selection processes employed that identify
personal integrity as well as academic or technical competence?
Are procedures in place to ensure appropriate security vetting for potential
staff during recruitment, and for existing staff periodically?
Are selection committees impartial and made up of officials from different
work areas?
Has a staff transfer or rotation policy been implemented with clear and
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unambiguous rules on the regular movement of staff from high-risk
positions?

Have all high-risk positions and functions been identified and systems and
procedures modified to limit the exercise of official discretion?

Is staff remuneration comparable to similar public or private sector positions
and sufficient to allow a reasonable standard of living?

Have procedures been established that can identify and support staff with
financial difficulties?

Are appropriate informal and formal training and professional development
opportunities provided to build technical competence and promote integrity?
Are individual responsibilities of officials regularly reinforced during
training and professional development programs?

Has a performance appraisal system been implemented that is fair, regular,
monitored, and periodically reviewed?

Are managers and supervisors required to actively manage staff performance
and performance issues?

Are managers and supervisors held responsible for the integrity performance
of officers under their control?

Morale and
Organizational Culture

Avre staff encouraged to participate in project teams to identify high-risk areas
and suggest changes to existing systems and work practices?

Avre staff satisfaction surveys conducted? Are the results analyzed and acted
upon?

Are all breaches of integrity dealt with promptly and investigation results
made available to staff and the public?

Is the administration willing to undertake a process of self-assessment and
participate in international integrity activities and initiatives?

Is customs regarded as a good employer?

Do customs officials take pride in working for customs?

Has effective whistle blower legislation been introduced to protect officials
who report corrupt behavior?

Relationship with the
Private Sector

Has a client service charter incorporating objective performance standards
been established?

Have formal cooperative agreements and practical consultative mechanisms
been established to foster open, transparent, productive relationships with the
private sector?

Has a joint customs—business task force been established to address integrity
issues and identify practical solutions?

Has a communication strategy been developed that supports the prompt
provision of information and promotes the achievements of customs?

Avre private sector operators encouraged to report incidences of corruption? If
allegations are made, are the sources protected?
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HEALTH CARE

The health sector is particularly vulnerable to grand and petty corruption in many developing and transition
countries and occurs in variety of processes. Procurement of drugs and expensive equipment may include
bribery, kickbacks and fraud. Budget allocation to medical facilities can be influenced by favoritism and
bribery, resulting in embezzlement and misapplication. Extortion, bribery and fraud are often widespread
within the provider-patient relationship. Another area where corruption occurs is between healthcare providers,
on one hand and insurance or government entities, on the other. Problems in this arena include: falsification of
insurance documents, illegal billing of insurance companies or the government, and falsification of invoice
records. In pharmaceutical supply chains, “products can be diverted or stolen at various points in the
distribution system; officials may demand ‘fees’ for approving products or facilities for clearing customs
procedures or for setting prices; violations of industry marketing code practices may distort medical
professionals’ prescribing practices; demands for favours may be placed on suppliers as a condition for
prescribing medicines; and counterfeit or other forms of sub-standard medicines may be allowed to circulate.”™
The following guide examines various dimensions of the health care system. The assessment team should also
use questions from other chapters if necessary: PUBLIC PROCUREMENT, EDUCATION, and PUBLIC
INSTITUTIONS/CIVIL SERVICE.

DIAGNOSTIC AREA |CORRUPTION DIAGNOSTIC QUESTIONS

Provision of Services | e Are healthcare providers paid wages that are linked to number of patients

by Front-Line Health served and quality of service provided?

Workers

e Is exceptional performance of healthcare staff rewarded? Is poor performance
penalized?

e Are wages in the healthcare sector comparable with wages in other sectors?

e Isthere legislation that regulates separation of public and private practices for
healthcare providers? Is it effectively enforced?

¢ Do financial ties to pharmaceutical companies influence doctors to serve the
commercial objectives of these companies, thereby compromising the ethical
obligations of doctors to their patients?

o Do patients have (or have limited) rights to choose their healthcare provider?

e Do doctors provide patients with options for treatment/services to choose
from?

e Is complete and uninterrupted treatment common? (treatment that requires
multiple steps can lead to more instances of corruption).

e Are health clinics and hospitals properly staffed (no shortage of doctors and
other medical staff)?

e Are health clinics and hospitals well equipped with medical supplies,
equipment, medicine, etc?

o Is the theft/diversion of drugs/supplies common at storage and distribution
points?

o Do health care workers often sell public stock of drugs for private gain?

o Isthere a clear and transparent distinction between services provided for free
and services provided for a fee?
o Are the fees for services clearly established and made available for patients?

>See Global Corruption Report 2006 (special focus on Corruption and Health), Transparency International, 2006. p. xviii
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at clinics? Do patients often pay the nurse/administrator to get an appointment?




Avre patients charged for drugs or medical supplies that should be free under
government provided health care systems or health insurance policy?

Do doctors or clinics perform services that are not necessary in order to makea
profit?

Avre patients often forced to pay the doctor to get prescriptions or referrals?
Avre there instances when doctors and other medical personnel insist on
informal payments before providing treatments/drugs/surgery to deal with life-
threatening medical emergencies?

Are public health care facilities often used to see private patients?

Do patients often receive unnecessary referrals to private practice or privately
owned ancillary services?

Are there frequent instances when healthcare workers do not show up to work?
Avre patients provided with effective complaint mechanisms?

Healthcare fraud

Avre patients billed only for services rendered?

Are patients billed for more expensive services than were rendered? (A doctor
performs one service on the patient, but bills for a similar more expensive
treatment).

Acre patients billed for the supplies or drugs that were actually provided? (For
example, a doctor may collude with pharmacist, by prescribing a brand name
drug, but having the pharmacist supply the patient with a generic. The
insurance is then billed for the brand name drug).

Do drug companies often pay doctors to prescribe their medicines?

Procurement and
Management of
Equipment and
Supplies, Including
Drugs.

Does the government often buy high-cost, inappropriate drugs and equipment?
Does the government have adequate capacity for managing procurement
processes for health commodities?

Do bribes, kickbacks, and political considerations often influence the
contracting process?

Does the country have an essential drug list (EDL) and is this list justified?
(having an EDL reduces discretion in drug prescriptions)

Is true need considered in equipment procurement and distribution?

Is the quality of drugs and equipment standard?

Avre there adequate funds allocated to provide for all needs?

Do bribes, kickbacks, and political considerations often influence
specifications and winners of bids?

Is the procurement process transparent? Is collusion or bid rigging typical?
Are there incentives to choose low cost and high quality suppliers?

Is there an unethical drug promotion by suppliers or government?

Are suppliers typically held accountable if they fail to deliver?

Are counterfeit drugs readily available?

Is the regulatory process for approval and licensing of drugs transparent?
Are drug inspectors well paid? Are inspections clearly regulated? Are findings
made public?

Avre there mechanisms in place to ensure drugs and supplies are delivered?
(for additional questions see Chapter on PUBLIC PROCUREMENT)

Regulation of Quality
in Products, Services,
Facilities, and
Professionals.

Avre fake drugs often sold on the market?
Is the process for drug approval or registration transparent?

Avre there sanitary regulations and are they enforced for restaurants or food
production?
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Education of Health
Professionals

Is the application process to medical schools transparent and standardized?
Is the process for selecting candidates for medical training opportunities
transparent?

Do medical students often bribe doctors/professors to get qualified?

Are health care professionals competent?

For additional questions see Chapter on EDUCATION

Hiring and Promotion

For additional questions see Chapter on PUBLIC INSTITUTIONS/CIVIL
SERVICE
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EDUCATION

Corruption in the education sector happens at every level from the ministry down to the classroom. “At the
central ministry levels, much of the corruption involves the diversion of funds associated with procurement,
construction, and of the funds intended for allocation to lower levels of the system. At intermediate levels of
the education bureaucracy, the corruption tends to center on procurement, diversion of money and supplies on
their way to the schools, and bribes from educators lower in the system seeking to secure opportunity or avoid
punishment. At the school level, corruption tends to center on bribes from parents to ensure student access,
good grades, grade progression, and graduation. However, it also takes the form of teacher absenteeism—
teachers collect salaries but the intended instruction does not occur. Educators at the school level also can divert
funds, school supplies, and sometimes food that the schools received from community or government sources.
Headmasters and teachers are also in a position to assess unauthorized fees for real or imaginary services (e.g.,
paper fees in order to take an exam), create the need for private tutoring, or take salaries for work not actually
done.”® The guide below discusses most of these issues though additional questions related to procurement and
personnel management can be found in the sections: PUBLIC PROCUREMENT and PUBLIC
INSTITUTIONS/CIVIL SERVICE.

DIAGNOSTIC AREA CORRUPTION DIAGNOSTIC QUESTIONS

School Level

Quality and Quantity of e To what extent is the grading system standardized? Is it subject to wide
Education and interpretation and discretion?

Certification of e Does the teaching staff often sell examination questions, marks, report
Examination Results cards/certificates?

e Do teachers often change grades for fees?

e Does the teaching staff sell front-row seat in large classes, or accord
privileges, such as preferential access to technical equipment, the school
library, etc., to students in return for payments or other favors?

e Are students forced to buy standard materials or additional materials? Are
they forced to take private lessons or to provide special payments or
services?

e Does the teaching staff teach only part of the curriculum during regular

classes, and the rest in the form of private lessons, which must be paid for

by students?

Are teachers’ salaries unreasonably low?

Avre salaries linked to performance?

Acre teachers paid on time?

Is absenteeism common among teachers?

Are teachers often absent because of other income-producing work?

Budget and Financial
Management

Do budget funds reach the intended school or are they often diverted?

Avre schools provided with enough budget funds to support its functions?

e Are administrative procedures easy to understand and transparent? Are
budgets and financial transactions easily manipulated?

e Are clear records kept of school finances?

e Does the administration have adequate reporting and documentation

requirements? Do auditing facilities exist? Are local community

®See Bertram 1. Spector, editor, Fighting Corruption in Developing Countries: Strategies and Analysis.
(Bloomfield, CT: Kumarian Press, 2005, pp. 69-70)
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parliaments and the general public able to exercise control over the
financial management of the schools?

Who is involved in the process of financial planning and fund allocation?
Is the teaching staff involved? Are students and parents, as well as other
representatives of communities and civil society? Is enough
comprehensible information about the budget and fund allocation given to
such parties?

Are external financial watchdogs independent?

Are school enrollment numbers inflated?

Are school fees used for their intended purpose or often diverted?

Is there a diversion of monies in revolving textbook funds?

Are school supplies and textbooks siphoned off to the local market?

Extra-budgetary funds

Do schools collect funds from parents for school needs in a transparent
manner, i.e., providing parents with information on needs and
expenditures? Do parents participate in managing extra-budgetary funds?
Are contributions to schools through fundraising transparent? Are
contributions open for parents’ oversight? Are contributions often
diverted?

Are unauthorized fees imposed on students?

School/University
Admission

Is the admission and selection process at the schools/universities/colleges
transparent and subject to systematic (internal/external) control? Are the
decision makers accountable to the public or other reviewers?

Avre there adequate information and documentation requirements with
regard to selection criteria and concrete decision-making processes?
What is the decision on admission to a school or university, or on whether
a student is admitted to the next grade or year of studies, based on? If it is
based on examinations, how many examinations are required? If it is one,
the importance of this examination disproportionately raises the power of
those who can influence the outcome. This includes all those who have
access to the questions set (administrative staff, invigilators, messengers,
printers, etc. in addition to those responsible for setting the questions and
marking papers).

Is there a way of contesting decisions or having them reviewed?

Region/District level
School Administration

Do inspectors typically overlook school violations for a fee/favor?

Do school supplies or other resources reach their intended destination or
they are diverted?

Can recommendations for higher education entrance be bought? Do
teachers often sell recommendations?

Public Procurement

Is the construction of new school/services in areas of need or does it often
benefit someone in the ministry?

Avre the rules and regulations on construction and supply contracts
transparent?

Are schools required to purchase materials in order to create a market for
certain items?

Avre the textbooks and supplies procured for schools of sufficient quality to
meet education criteria?

For additional questions see Chapter on PUBLIC PROCUREMENT

Personnel Hiring and
Promotion

For additional questions see Chapter on PUBLIC INSTITUTIONS/CIVIL
SERVICE
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PRIVATE SECTOR

A complex, confusing, contradicting, outdated and unreasonably strict regulatory environment for businesses
in combination with broad authority and lack of accountability for bureaucrats interpreting the law makes it
almost impossible for businesses to operate without being subjected to corruption. When it takes months just
to open a business after visiting dozens of government agencies, it seems easier to slip envelopes with small
bribes to speed up the process. It is often easier and cheaper to deal the same way with dozens of inspectors
that are happy to supplement their low salary with rent collected from businesses. Though it is just petty
corruption, it is often widespread, placing thousands of businesses in the shadow economy and millions of
dollars in private pockets. Grand corruption in the private sector occurs through buying legislation that favors
particular businesses or industries, creates monopolies, and establishes a procurement, tax, customs or
privatization regime to please powerful business moguls. The following guide will assist the assessment team
in identifying vulnerabilities for corruption in the private sector and to assess corruption prevention measures
taken by the business sector itself. Please also use questions from chapters: TAX ADMINISTRATION,
PUBLIC PROCUREMENT, CUSTOMS, and PRIVATIZATION

DIAGNOSTIC AREA  |CORRUPTION DIAGNOSTIC QUESTIONS

Sector Overview e To what extent is the economy dominated by one industry or a very
limited number of major companies? What are these sectors/companies?

e What is the percentage of private sector v. state-owned enterprise inthe
economy?

e Is there state ownership of key industries?

e What is the ownership structure of the business sector? How widely
spread is it, to what extent is it controlled by the state, oligarchs, etc.?

e What kind of relationship is there between business leaders and
politicians?

o Do business people typically pay bribes to influence policy and the legal
environment?

Do businesses typically buy decisions from politicians?

e Do public officials often sell their influence to the highest bidder?

o Do business owners often pay fees to public officials to keep their
businesses running?

e To what extent is the business sector organized into (sectoral or
professional) lobbies? Is there a chamber of commerce and/or industry
associations?

o Are businesses focused on day-to-day survival due to weak institutions,
an uncertain rule of law, and insecure property rights?

o Is there formal independence for business to operate in the country? Is
the business sector independent in practice?

¢ How well does the government respond to legitimate business concerns?
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How well do tax authorities and customs cooperate/coordinate with the
legitimate business sector?

How well do other governmental and inspecting agencies
cooperate/coordinate with the legitimate business sector?

Private Sector
Regulations

Is there a rational set of laws governing the operations of private
business (formation, continuing operations, insolvency, winding up), the
protection of property rights, and the enforcement of contracts? Are
these laws effective?

Are business rules and regulations clear, reasonable, and not ambiguous?
Avre there anti-monopoly policies and procedures to enforce them?
What kind of competition and anti-trust laws govern the business sector?
Is it effective in practice?

What kind of banking regulations are in place? Are there anti-money
laundering rules? Is money laundering effectively contained in practice?
Is there a reasonable rate of taxation on private businesses?

Is there an efficient system of patents and protection for intellectual
property?

What is the extent of privatization activities? (See the section on
PRIVATIZATION)

To what extent are newly privatized businesses free from government
control in law? In practice?

To what extent is the general public vested in the stock market? How
active are shareholders in the country’s companies? Other stakeholders?
Is there an efficient and stable set of regulations governing licensing,
inspections and audits on business?

Is there an efficient judiciary (and alternative dispute resolution
mechanisms) for sorting out contract disputes?

Which aspects of the law cover private sector corruption? Are these
regulations applicable under the civil and/or penal code? Are they
effective in practice?

Have facilitation payments (payments made to “grease the skids” often
made via third parties) been eliminated from business practice? Are
facilitation payments illegal? Is this enforced?

Are there any (new) draft laws being considered to address the issues
raised by high-profile corporate failings or similar scandals?

Are there laws and enforcement mechanisms that ensure accountability
of private firms to their shareholders and capital markets?

Avre there disclosure laws that compel those in public office to disclose
private financial interests?

Are there any significant voluntary anticorruption initiatives related to
the business sector?

Economic Policy and
Regulations

Are property rights protected? Does the government expropriate
property without appropriate compensation? Are legal contracts
honored?

Are business licenses available to all citizens? Is there a complaint
mechanism if a business license request is denied? Can citizens obtain
any necessary business license (i.e. for a small import business) within a
reasonable time period and at a reasonable cost?

Do tariffs, quotas, and exchange rate restrictions comply with World
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Trade Organization guidelines or do they restrict competition and create
opportunities for corruption? Are there price controls? Do they create
opportunities for corruption?

e Are there overlapping, ambiguous or excessive regulations that burden
business? Are there efforts to simplify regulations? Does the
government consult with business to identify and reduce administrative
barriers to business development?

e Are transparent methods used to sell government assets? Can citizens
access the terms and conditions of privatization bids within a reasonable
time period and at a reasonable cost? Are all businesses eligible to
compete for privatized state assets? Are there conflict of interest

regulations for government officials involved in privatization? Are these
regulations enforced?

Accountability e What kind of laws/rules govern oversight of the business sector? Are
these laws/rules effective?

e Isthere aregistrar of all companies? Who oversees/audits such a
registrar?

e To whom must the business sector report, in law? Does this
accountability for its actions take place in practice? Is the public required
to be consulted in the work of business in any way? Does this
consultation take place in practice?

¢ What role does the media play in keeping the business sector transparent
and clean?

e Does the chamber of commerce ever serve as arbiter? Is there another
type of special ombudsman for the business sector?

Transparency e Is general data on registered companies available to the public?

o What kinds of disclosure rules pertain to corporate boards?

e Are there particular transparency requirements related to stock exchange
listing?

e How transparent is the ownership of business? Investments?

What is the standard of Corporate Social Responsibility reporting among

the business sector?

What about disclosure of company financial records more generally?

What do companies disclose/report relating to countering corruption?

Is there any third party/external verification of such reporting?

Are such reports made available to the public?

To what extent are bribery and corruption cases reported publicly? Who

does such reporting?

Complaints/enforcement e What kind of whistleblower protection exists in the business sector?

mechanisms

o Does whistleblowing occur in practice? To what extent do companies
provide advice or hotlines or other channels for whistleblowing, in
practice? Does the law succeed in protecting those who blow the
whistle?

e What significant accusations of corruption have been made against
companies in recent years, whether local companies or international
companies operating in the country?

e Isthere a stock market oversight body (e.g., SEC, FSA) responsible for
publicly listed companies? Is it independent? Does it explicitly address
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bribery and corruption? Can it investigate or sanction those who infringe the
rules?

To what extent have regulators successfully targeted and punished
business sector corruption?

Are business lobbies in any way accessible to the general public?

To what extent are the public as stakeholders regularly consulted in
developing/improving companies’ anticorruption policies and practice?
Is the subject of business sector corruption part of public debate? Is the
public engaged in any way in reform of the sector?

What is the ability of the business sector to redress concerns in courts of
law, regarding decisions by public agencies or for non-fulfillment of

contract? Overall, to what extent does law enforcement assist in keeping the
business sector transparent and clean?

Corporate Governance

Corporate Ethics

Do business and professional associations promote ethical standards of
conduct? Do they impose sanctions on their members for breach of
ethical standards?

Have companies adopted codes of conduct or signed integrity pacts?
Have companies vowed not to use secret bank accounts? Is there a
register of corrupt firms?

How widely are codes of conduct used? Is there evidence that they are
effective?

To what extent do companies have anti-bribery and/or anticorruption
provisions in their codes of conduct?

To what extent is the business sector free from conflicts of interest?
cronyism?

Do these provisions generally extend to Boards (or the owner, in the case
of family-owned companies)?

Do these provisions generally extend to subcontractors all the way down
the supply chain? Are these provisions actively communicated to such
subcontractors?

How actively are companies training their employees to take a no-
bribery stance, including training in the above codes?

To what extent is there concern with integrity of the private sector?
From within the sector? From outside the sector?

Does anticorruption figure in the corporate social responsibility agenda?
In the corporate governance agenda?

Are any companies identified/verified as having (adequate/strong)
anticorruption policies?

Do any sectors or business associations have mandatory anticorruption
rules?

Avre there any sectoral anticorruption initiatives?

To what extent is there compliance in the sector with corporate
governance recommendations, such as the OECD standards (on
corporate governance and MNEs)?

Have any companies subscribed to the UN Global Compact? If so, how
many/which ones?

Oversight of Public
Companies

Is there a financial regulatory agency overseeing publicly listed
companies? Is the financial regulatory agency protected from political
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interference? Does the agency have a professional, full-time staff and receive
regular funding? When necessary, does the financial regulatory agency
independently initiate investigations and impose penalties on offenders?

e Can citizens access the financial records of publicly listed companies?
Avre the financial records of publicly listed companies regularly updated
and audited according to international accounting standards? Can
citizens access the records of disciplinary decisions involving publicly
listed companies within a reasonable time period and at a reasonable
cost?

e What measures are in place to ensure financial transparency (e.g.,

restrictions on corporate entities to hold interests in another corporate entity,
restrictions on the number of accounts a company can hold, etc)?

/Accounting/Auditing
Profession

e Are there statutory rules or codes of conduct that accountants and
auditors must observe? Are accountants and auditors obliged to report
suspicions of offences to law enforcement authorities? How are
allegations against members of the profession investigated?

o Does the government involve accountants and auditors in the
development of policies aimed at detecting/reporting corruption?

¢ What associations of accountants/auditors exist in the country and what
legal status and government recognition do they have? Is there a
preeminent association or institute of accountants? If so, how and when
was it established?

e What is the association membership, distinguishing between members
with different types of accreditation (trainees, technician-level members,
full professional members, members authorized to undertake audits),
residence (in the country, abroad) and occupation (in public practice,
working in the public sector, working in industry/commerce, working in
the education sector, self-employed, retired, etc)?

e Is the association authorized to self-regulate the profession? Does the
association conduct its own examination system? If so, at what levels?

Is it authorized to grant certificates of accreditation? What accountancy

qualifications are necessary for membership? Is the right to audit limited to

members of the association?

e Does the association of accountants have an Executive Committee?
What are its terms of reference, frequency of meetings, and number of
members? How are members of the Executive Committee selected? Is
the government represented on the Executive Committee? How
frequently are elections held or nominations made?

e Does the association publish a journal/newsletter? If so, how frequently
is it published?

o Does the association produce a Members' Handbook? If so, what is
included in it? How frequently is it updated?

e How is its income derived (subscriptions, government, students, donors

etc)? How many full-time/part-time staff, analyzed by functional activity,

does the association employ?

/Accounting and Auditing
Standards

e Who or what institution is responsible for setting national accounting
and auditing standards in commercial organizations?
e What is the composition of the standard-setting body? What are the

expected qualifications of its members? Is the government represented
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on the standard-setting body (e.g., by the finance secretary or
Accountant General)?

How is the independence of the standard-setting body guaranteed? To
whom is the standard setting body responsible? Who evaluates its
effectiveness?

What accounting and auditing standards has the standard-setting body
promulgated or does the accountancy profession recommend? Are the
standards compatible with international standards (such as generally
accepted accounting principles, IASC pronouncements, IFAC
pronouncements, standards set by the INTOSAI)? Are the standards
modified to suit the local environment? Are there any inconsistencies or
omissions? In what form are the standards available (e.g. handbook,
regulations, government gazette etc)? Is there any legislative backing
for standards promulgated?

If accounting and auditing standards are being used, to what entities do
they apply? Do exemptions or separate standards apply for some entities,
such as small firms or foundations? Are accounting and reporting
standards mandatory or voluntary? Is compliance with accounting
standards enforced? If so, by whom?

Is it criminal to falsify or provide incomplete information on accounting
documents? Is the destruction or hiding of accounting records subject to
sanctions?
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CIVIL SOCIETY

Civil society organizations can play an important role in anticorruption efforts by serving as watchdogs of
executive, legislative and judicial institutions, advocating for anticorruption reforms, educating the public about
the impacts of corruption, and mobilizing citizens to stand up for their rights. The following guide will assist
the team in assessing vulnerabilities to corruption within civil society organizations and the capacity and
readiness of civil society organizations to contribute to anticorruption efforts.

DIAGNOSTIC AREA

CORRUPTION DIAGNOSTIC QUESTIONS

Legal Environment

e What rules/laws govern the formation of civil society organizations
(CSO0s)?

e Are there any rule/laws that prohibit or preclude CSQOs from working in
anticorruption or good governance areas?

e In practice, does the government impose any barriers on organizations
working in the anticorruption/good governance area?

Sector Overview

e Are CSOs independent of government influence under law? Are civil
society organizations independent in practice?

e How extensive and active are CSOs?

e What is the budget/staffing of the key governance/anticorruption CSOs?
Who funds these CSOs?

¢ Do public authorities generally cooperate with civil society groups?

e Do CSOs have public support?

o Do CSOs represent the interests of the people and/or segments of
society?

e Do CSOs have the support of the mass media?

Sector Involvement

e To what extent are CSOs concerned with governance, accountability,
transparency or anticorruption issues?

o Are there trade unions engaged in anticorruption activities?

o Are there business and professional associations engaged in
anticorruption activities?

e To what extent are CSOs united around anticorruption campaigns?

e Are anticorruption/good governance CSOs actively engaged in the
policymaking process? Do citizen groups regularly make submissions to
the legislature on proposed legislation?

e How effective are CSOs in anticorruption advocacy activities?

e Are there civil society actors monitoring the government’s performance

in areas of service delivery, budget formulation, public procurement, etc.?

/Accountability

o Are there laws or rules that oversee the operation of CSOs themselves?
Are these laws/rules effective?

e To what extent are CSOs, trade unions or business groups accountable to
their constituencies? How are they required to demonstrate this?
Do most CSOs have memberships?
Are CSOs required to disclose their sources of funding?

Transparency and
Integrity

e Are there rules on conflicts of interest for CSOs? Are they effective? Are
there rules on gifts and hospitality for CSOs? Are they effective?

e How transparent are CSOs? What are they required to publish? Do they
do this?

e Do CSOs promote ethical standards of conduct for their members and/or
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others? Do they impose sanctions on their members for breach of ethical
standards?

e Have CSOs adopted codes of conduct or signed integrity pacts? How
widely are codes of conduct used? Is there evidence that they are

effective?
Complaints/enforcement e Have there been prosecutions of any CSOs on corruption charges for the
mechanisms last two years?

e Have members of CSOs been threatened or harmed for advocating
against corruption for the last two years? Are they protected by the
government?
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MEDIA AND ACCESS TO INFORMATION

A free and independent media is one of the principal vehicles to inform the public about corrupt activity. By
investigating and reporting on corruption, the media provides the knowledge necessary to enable citizens to
hold both public and private institutions to account. A functioning, independent media can also promote
effective civil society action against corruption. The impact of civil society is dependent not only on reliable
information, but also on the existence of the means to disseminate its opinions and raise issues of public
concern. Thus, the media plays a dual role in countering corruption: it can put the spotlight directly on corrupt
practices through reporting and investigation, and it can disseminate information about the anticorruption
efforts of other actors. The following guide will assist the team to identify corruption vulnerabilities with the
media and assess the capacity and readiness of the media to conduct anticorruption efforts.

The guide also includes questions about broader access to information, which is essential for effective media
efforts to publicize and combat corruption, but is also the foundation for transparency, a fundamental
requirement for all anticorruption efforts.’

DIAGNOSTIC AREA  |CORRUPTION DIAGNOSTIC QUESTIONS

Legal Environment e Isthere a law guaranteeing freedom of speech and freedom of the press?

e Isthere a freedom of information law and access to information law?

e Does the access to information law require proactive action by
government to make certain types of information public, or does it
only require government to respond to requests?

o Are these laws used by the news media or others?

e To what extent are media freedom/access to information laws impacted
by other laws, such as those relating to national security?

¢ Do media licensing authorities use transparent, independent and
competitive criteria and procedures?

e What rules cover political advertising in the news media? Are the rules
followed?

Access to Information e Are there government agencies or offices mandated to implement access
to information laws? Are they effective?

o Does government provide any information (e.g., budget allocations,
expenditures, procurement information) proactively? Is the information
provided in a format that is comprehensible and useable?

o Are the procedures for requesting government information publicly
known? Are they simple and clear enough for journalists, civil society
groups, and/or average citizens to make use of them without undue
burden?

e Are the costs associated with freedom of information requests reasonable
and conducive to promoting public access to information?

" Teams may want to consult the USAID Anticorruption Program Brief on Access to Information
(http:/lwww.usaid.gov/our_work/democracy_and_governance/technical_areas/anti-corruption/)
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Sector Overview

What are the key media and media oversight bodies in the country
(please provide a list)?

What is the size of the media sector (percentage of GDP)? Are journalist
salaries competitive with other similar professions?

Is there a spread/diversity of media ownership? How much media
ownership is public/private?

Is there political control/ownership of the media? Is censorship
common?

Is the practice of self-censorship common in the media? If so, what are
the incentives for self-censorship?

Sector Involvement

Is there formal independence of the media? Is the media independent in
practice? To what extent is there censorship of the media?

Do the media carry articles on corruption? How is scandal covered? Are
both political and corporate scandal covered?

To what extent have news media organizations or journalist associations
committed themselves in any extraordinary way to an agenda of
integrity, transparency and good governance? What is the evidence for
this?

To what extent is there a tradition of investigative journalism inthe
media?

Do any publicly-owned media outlets regularly cover the views of
government critics?

Do all parties/candidates receive a minimum of free coverage or an
amount proportional to their size in the legislature? Is this the case in
practice?

To what extent is the media a key part of this country’s anticorruption
effort?

Accountability

What kind of laws/rules govern oversight of the media? Are these
laws/rules effective?
What kind of accountability exists for the media?

Transparency and
Integrity

Are in-kind donations/reduced rates by media organizations to political
interests required to be disclosed? Are they disclosed?

Do journalists and editors adhere to strict, professional practices intheir
reporting?

Is there a law that requires media companies to publicly disclose their
ownership?

Avre there codes of conduct for journalists? Are they effective?

Avre there professional organizations governing media ethics?

Avre there rules on conflict of interest for journalists? Are they effective?

Complaints/enforcement
mechanisms

Have journalists investigating cases of corruption been physically
harmed in the last five years?

Avre libel laws or other sanctions (e.g. withdrawing of state advertising)
used to restrict reporting of corruption? Who has used them recently?

Is the media able to withhold disclosure of sources by law? Does this
take place in practice?

Are there cases of the government prosecuting the media for withholding
sources?
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BUDGET AND FINANCIAL MANAGEMENT

Public finance and in particular the public budget is an essential area that should be safeguarded from
corruption. At all stages of the budgeting process - starting from setting budgeting policies to formulation,
approving, amending, and implementing - opportunities for corruption can arise if mechanisms to prevent it
are not embedded and strictly followed. At the budget preparation phase, favoritism, nepotism and bribery can
divert public funds from public priority areas to lucrative interests of wealthy and influential groups and
individuals. Poor control over spending can lead to large scale embezzlement, funds misappropriation, and
fraud. The guide below will take the assessment team through analysis of corruption vulnerabilities at different
phases of the budgeting process and assessment of the existing corruption prevention measures.®

DIAGNOSTIC AREA

CORRUPTION DIAGNOSTIC QUESTIONS

Budget Clarity

Is the budget system clear and straightforward (not very complex)? Is it
transparent?

Is there a clear and comprehensive definition of public money?

Are there budgetary principles, financial regulations and administrative
regulations?

Are budget accounting classifications coherent and common to all levels
of government?

Is appropriation and spending authority clearly defined?

If secondary budgets exist, are they regulated effectively?

Does the government’s official budget cover all of the government’s
fiscal operations?

Is earmarking used reasonably and not excessively?

Avre there a reasonable and not excessive number, scope and allocation
of subsidies?

Are the main summary indicators of the government’s financial position
in the annual budget presentation clear?

Are assumptions underlying budget forecasts included in budget
documentation justifiable?

Acre estimates for budget expenditure and revenue clear and accurate?
Are explanations for variances between estimates and actual
expenditures and revenues published?

Does the budgeting process give preference to maintenance projects and
projects in the social sectors rather than to inappropriate and extensive
investment projects?

Is there a systematic preference for certain ministries in the allocation of
budget funds? Is it explainable by economic need and the public
interest?

Are extra-budgetary activities included in the budget documentation but
they are not extensive?

Avre unallocated funds, i.e. funds retained at the center for possible
contingencies or for allocation in the event that projected revenues are
realized, used for national priorities and with top-level approval?

Avre fiscal transfers to sub-national governments for general and special

® The Open Budget Index is another useful tool for evaluating budget and financial management performance.

(www.openbudgetindex.org)
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purposes clearly defined?

Have basic principles of supervision, intervention and audit
responsibilities of intergovernmental fiscal relations been established?
Are the authorities and responsibilities for issuing and reporting on
government guarantees clearly defined?

Is the consultation process and decision-making procedures for funds
allocated to individual ministries transparent?

Is the budget preparation and monitoring process computerized?

Use of Funds

Is there a limit and are there defined authorities at each level of the
administration for transferring funds within the approved budget?

Are there measures that prevent transfers between personnel costs and
other subheads of the budget?

Acre there rules that specify how unspent budget funds at the end of the
fiscal year should be treated?

Are sanctions for overspending established, clear, and enforced
universally?

Are persons responsible for spending money legally required to
implement management control practices?

Acre the dates of outgoing payments for the purchase of goods and
services and transfers (e.g. Pension payments) manipulated? Does the
issue of payment instructions reflect an unofficial schedule for the
payment of arrears?

Are payments made through the banking system?

Avre all goods and services ordered approved in the budget? Is there a
process for reviewing expenditures against budget allocations before
expenditure is approved?

There are no instances of payments to be made to fictitious staff
members, goods and services?

Does the government reconcile and justify to the legislature deviations
between budget allocations and actual spending?

Accountability -
Reporting

Avre financial reports (including extra-budgetary funds) required by law
from all agencies/funds?

Is the creation and spending of extra-budgetary funds included in the
overall fiscal position reported by government?

Are external financial reports required by law to be made available to the
legislature, major creditors and the general public?

If external financial reports are required by law to be made available (to
the legislature, major creditors and the general public) is the law
enforced and are reports submitted on a timely basis, e.g. annual reports
within six months of year-end, and within-year reports within one month
of period-end?

Do external reports show in sufficient detail whether resources were
obtained and used in accordance with the authorized budget, and in
accordance with legal and contractual requirements, including financial
limits established by appropriate legislative authorities?

Do external reports provide comprehensive information about the
sources, allocation and uses of financial resources?

There are no instances that significant categories of public expenditure
fall outside the state budget?
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Are internal financial reports made on a regular basis (at least monthly)
by all spending agencies/funds to the finance ministry?

Do budget managers receive regular periodic reports on their
expenditure and their unexpended balances within a reasonable time
after the end of each period?

Are performance reports (on physical progress, outputs or outcomes)
required for all agencies/funds?

Are performance reports made available to managers on a timely basis,

e.g. annual reports within 6 months of year-end, and within-year reports
within 1 month of period-end?

Are performance reports integrated with financial reports?

Accountability —
Financial
Management

Are the principal accounts of the government (such as cash books,
investment records, public debt) maintained with computerized system
rather than with manual or mechanized systems?

Is there a sufficient integrated national financial management system to
provide reliable information for public decision-making?

Do government entities follow clear procedures for accounts receivable,
accounts payable, and for the payment of grants, subsidies,
reimbursements, and loans to other government entities, quasi-
government enterprises and sub-national governments?

Is there a comprehensive register listing all locations where cash
handling occurs?

Avre the final accounts produced, audited and tabled in parliament shortly
after the end of the fiscal year?

Does the system provide for recording commitments (obligations) as
well as cash transactions?

Are the accounting staffing levels, both quantitatively and qualitatively,
adequate and are salary levels sufficient?

Is there adequate skills training for middle and senior management?

Are the reviews of accountants and auditors in public practice sufficient?

Financial Control and
Oversight

Internal Audit

External Audit

Is the legal basis for management (internal) control and internal audit
well established?

Is there a clear division of competences and coordination between
existing internal and external monitoring bodies?

Is there an internal audit or inspection unit in line ministries and/or
agency?

Do ministries regularly perform audits of their own budgets?

Is the mandate for internal audit or inspection units complete (financial
audit, system audit, procurement audit process, or review of
management internal control arrangements)?

Is there a sufficient number of politically and operationally independent
external monitoring bodies?

Is there a strong mandate and adequate competencies of the monitoring
bodies to detect corruption (especially rights of inspection and
information), to identify systemic weak points for corruption, to put
forward and monitor recommendations on how to eliminate those weak
points, to introduce sanctions, and with respect to cooperation with
judicial authorities, possibly local parliaments/parliamentary

commissions, and access to the public?
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Does the external auditor have authority to audit/clear all public and
statutory funds and resources?

Does the audit competence of the monitoring bodies extend to all
activities of the state (including parastatal enterprises and recipients of
public subsidies)?

Is the capacity and expertise of monitoring bodies sufficient in the
development and application of monitoring techniques and procedures to
detect corruption, including the monitoring of actual expenditure and
results (ex post evaluations) and systemic monitoring?

Are there sufficient reporting duties, and/or complete, systematic, and
timely provisions of financial data by administrations to monitoring
bodies, Parliaments and the public?

Avre there precautions against corruption within the monitoring bodies
themselves?

Are off-budget costs of government programs accounted for and
reported by the Ministry of Finance or equivalent?

Is there regular, complete accounting of the existence and ownership of
the value of all assets and liabilities of particular agencies?

/Accounting and Auditing
Standards

Is there an institution responsible for setting national accounting and
auditing standards in government?

Are the composition and qualification of the staff of the standard-setting
body sufficient? Is the government represented on the standard-setting
body (e.g., by the finance secretary or Accountant General)?

Is the independence of the standard-setting body guaranteed? Is the
standard setting body responsible to the legislature? Is there an
independent body that evaluates its effectiveness?

Avre the standards compatible with international standards (such as
generally accepted accounting principles, IASC pronouncements, IFAC
pronouncements, standards set by the INTOSAI)? Are the standards
modified to suit the local environment? How consistent and
comprehensive these standards? Are the standards publicly available in
convenient format (e.g. handbook, regulations, government gazette etc)?
Is there any legislative backing for standards promulgated?

If accounting and auditing standards are being used, are they applied to
all (or majority) entities evenly? If there are exemptions or separate
standards that are applied for some entities, such as small firms or
foundations, are their defined clearly and applied fairly? Iscompliance
with accounting standards enforced? If so, by whom?

Is it criminal to falsify or provide incomplete information on accounting
documents? Is the destruction or hiding of accounting records subject to
sanctions?

Avre there sufficient educational and professional standards required for
entry into the accountancy profession?

Public Transparency
of the Budgeting
Process

In practice, is the national budgetary process conducted in a transparent
manner allowing for public debate by the legislature as well as input at
budget hearings?

Are budget assumptions and drafts publicly available? Are they easy to
access?

Is the budget publicly available and in a format that is understandable by
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the public? Is the level of detail clear enough to see fund allocation? Can
citizens access information about specific budget allocations?

Avre there pre-budget consultations about budgetary priorities between
government and the civil society (the business community, public
interest groups, NGOs, labor unions, and farmers’ associations)?

At the start of budget preparation, is there a review of budget priorities
by the legislature or a legislative committee?

Does the legislature undertake independent analyses of the budget?
Does the legislature hold public hearings on budget priorities?

Avre citizens or civic groups able to participate in budget hearings and
present their views and information?

Does civil society undertake independent analyses of the budget?
Does the government regularly publish periodic budget execution
reports?
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PUBLIC PROCUREMENT

Public procurement, like the public budget, presents numerous opportunities for corruption. Large and small
amounts of public funds can end up in private pockets through kickbacks, bribery, favoritism, nepotism, and
other forms of corruption. Procurement regulations can be created under the strong influence of powerful
forces to favor a particular segment of the private sector or industry. Requirements and criteria for selecting
bidders can be tailored to a specific vendor. Poor implementation of the contracts can be overlooked by a
bureaucrat in exchange for a favor or bribe. The following guide suggests a set of questions to examine major
aspects of procurement policies and practices that can be prone to corruption.

DIAGNOSTIC AREA CORRUPTION DIAGNOSTIC QUESTIONS

Procurement regulatory e Is there one prevalent law that governs procurement? If yes, are they based

framework on any international model such as the UNCITRAL Model Law? If not,
what are the key regulations that govern procurement in the country?

o Do the above rules for public procurement require open bidding as a
general rule? What proportion of total procurement is subject to open
competitive bidding? Do strict formal requirements limit the extent of sole
sourcing?

o If open bidding is the general rule, are the exceptions regulated in the law?
In practice, are the exceptions abused? If it is not, what rules apply in what
cases?

o Does the law provide rules (weighting evaluation criteria, use of price lists,
certified quality standards, awards set by committees, etc.) to ensure
objectivity in the contractor selection process? How well do these rules
operate in practice?

o Does the law provide criteria regarding when contracts can be awarded,
such as would govern a competition being closed without awarding a
contact? Are such criteria followed in practice?

o If there is a local industry protection policy explicit in the contracting rules
is it used reasonably and fairly?

o Does the law provide for the use of standard bidding documents? Are these
used in practice?

o Does the law require clarifications and amendments during the bidding
process to be shared among all bidders? Does this take place in practice?

e Does the law require criteria concerning the modification of
awarded/ongoing contracts? Are these criteria followed in practice?

o Is there formal operational independence of the public contracting system?

e Is the public contracting system independent in practice?

e What kind of tender board is in place? Are the tender board members
selected on a merit basis?

¢ Is it mandatory to subject contracting processes to the budget and plans of
government? Is this done?

e Does the law on public contracting include oversight mechanisms (via
congress/parliament) to monitor public contracting?

Procurement e To what degree are procurement regulations properly followed in practice?
Practices/Structure
e To what extent is procurement centralized/decentralized? Is this
arrangement consistent with the administrative design of the country?
e Isthere a central procurement agency? Are its main functions, such as
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regulation, supervision, etc. defined clearly?

If there is a central procurement agency, is it funded sufficiently?

If there is no central procurement agency, do agencies that have their own
procurement regulations comply with nationally established standards and
procedures?

Is there an e-procurement system operating in the country? If yes, what
areas does it cover?

Are procurement responsibilities distributed differently in the cases of
privatization processes?

Is parliamentary lobbying for the inclusion/exclusion of projects in plans,
programs and budgets legally regulated? Is it regulated in practice?

Avre technical specifications clear and non-discriminatory between
suppliers?

Do instructions to bidders include all the information necessary to prepare
responsive bids, such as eligibility requirements, basis of bid, language and
currency of bid, the source and date of the exchange rate to be used?

Do invitations to bid state the deadline and place for the receipt of bids and
the opening of bids?

Do instructions to bidders clearly explain evaluation criteria?

Is sufficient time allowed to obtain documents and prepare and submit
bids? Are requests for clarification answered promptly in writing and sent
to all prospective bidders? Are bidders allowed sufficient time to revise
their bids following any revision of the documents?

Are evaluations done by committees of appropriately qualified persons?
Are bids evaluated solely on the basis of the criteria stated in the
documents? Are contracts awarded to the responsive and qualified bidder

that meets established criteria? Are contracts awarded without further
negotiation? Are procurement decisions made public?

Accountability

If there is a central procurement agency, does it report to legislature?

Is there a periodical contracting plan made publicly available? Or are there
other ways that the government informs the public in advance about its
procurement plans?

Is the use of public hearings mandatory (or a practice) in contracting
process? Do they actually take place in practice? If yes, at what stage of the
process do they take place? Is there any evidence of their impact?

Avre there laws requiring the creation and maintenance of records of
procurement? Are change and variation orders, invoices and payments,
progress reports, certificates of inspection, acceptance and completion, and
records of claims and disputes and their outcome properly maintained?

Is there an institution that is responsible for supervising adherence to
procurement regulations? What powers does it have and how effective is it
in practice?

Avre there appropriate procedures to monitor delivery of goods and services
and verify quantity, quality and timeliness? Are contracts generally
completed on schedule and within the originally approved contract price, or
are time and cost overruns frequent? How often are contracts extended or
amended? Are contract changes and variations handled promptly in writing

and in accordance with contract conditions? Is there an early warning system for
over-expenditures?

Integrity mechanisms

Does the law require staff involved in (different stages of) contracting to

64




have special qualifications, related to their tasks? Are these requirements
followed in practice?

Does the law provide for procurement staff rotation? How does this operate
in practice?

Does the procurement law regulate that the staff in charge of offer
evaluations must be different from the staff responsible for elaboration of
the terms of reference/bidding documents? Does the law regulate that both
of the above staffs must also differ from those undertaking any control
activities? Are these rules followed in practice?

Do the bidding/contracting documents contain special anticorruption
clauses? If yes, how do these operate in practice?

Does the law/regulation require bidders to have codes of conduct in place
and the corresponding compliance mechanisms? Are these requirements
followed in practice?

How is integrity upheld in the tender board?

Does the procurement law regulate conflict of interest situations with
regard to preparation of the terms of reference and bidding documents, and
that apply to bid/offer evaluators? If yes, are these rules followed in
practice?

Are there any formal restrictions or criteria for acceptance of gifts by public
officials? Are these restrictions/criteria followed in practice?

Are public employees who participate in procurement processes prevented
from privately contracting or being employed afterwards with the
individuals/companies that participate in such processes? If yes, is thisrule
followed?

Are there regulations and mechanisms in place that prevent high-level

public officials from having influence over the scope and magnitude of
public investment projects?

Transparency

Are public officials in charge of procurement obliged to make periodical
affidavits on their assets and income before and after being in office? Are
assets, incomes and lifestyles of public procurement officers monitored in
practice?

Is there an agency that is in charge of keeping such records, and is it
adequately resourced for this task and independent?

Are procurement rules laid down in documents publicly accessible?

Does the procurement law establish unrestricted dissemination of
invitations to tender and terms of reference in all public contracting
processes? Are they disseminated without restriction in practice?

Are procurement award decisions made public? Are the justifications
included?

Does the procurement law require the maintenance of registers and
statistics on contracts (irrespective of the contracting method)? Are these
registers kept? Are they accessible?

Avre all relevant contracting process documents accessible to the public?
Does the procurement law require the publication of decisions on changes
and adjustments of contracts in execution? Are these decisions published?
Does the procurement law require the publication of the contract
implementation monitoring results? Are these results published?
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Avre all bids kept unopened until the official opening? Where are bids kept

and who has access? Do opening or evaluation procedures differ for goods,
works and consultancy services? Are bid openings conducted immediately
after the deadline for submission? Can bidders (or their representatives)

attend? Are bids read aloud, and are they recorded at the time? Are late bids
rejected?

Complaints/enforcement
mechanisms

Avre there provisions for whistleblowing on misconduct in contracting
procedures? Have these provisions proved effective?

Does the law establish which control bodies are responsible for the
supervision of activities related to public contracting? Are these bodies an
internal or external control? Are these bodies professional and independent
in practice?

Do special control mechanisms govern contracts awarded under
exceptional procedures?

Is there a procedure to request review of procurement decisions? Is the
entity or office in charge of the review independent? Has this procedure
been used in practice?

Can an unfavorable decision be reviewed in a court of law? Is this done in
practice?

Are companies proved to have bribed in a procurement process excluded
from future procurement processes? Is a list of such companies made
publicly available? Are there administrative sanctions (e.g. prohibition to
hold public office) for criminal offences against the public administration
in connection with contracting? Have these sanctions been enforced?

Are actions detrimental to public resources in public contracting qualified
as criminal offences? Are there actual cases of prosecution?

Does the law consider civil or social control mechanisms to monitor the
control processes of public contracting? What happens in practice?

How successfully has corruption been targeted by the contracting system,
as an internal problem? An external problem?

Avre there regulations and procedures to settle contractual disputes? Can
unsuccessful bidders instigate an official review of procurement decisions
and challenge procurement decisions in the courts? Do appeal procedures
work in practice? Are companies guilty of major violations of procurement

regulations (e.g., bribery) blacklisted and prohibited from participating in

future procurement bids?
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PRIVATIZATION

The wvulnerability of the privatization process to corruption is a product of the legal environment and
implementation practices. In most developing and transition countries that undergo privatization - whether it
is privatization of a multimillion oil production enterprise or lucrative piece of public property or just a tiny
apartment — the process is vulnerable to corruption ranging from grand to petty levels. Bribery, favoritism,
nepotism, and kickbacks are the most common forms of corruption in privatization processes. Like in public
procurement, corruption can occur in any phase of privatization, starting from setting overall policies to
earmarking objects for privatization, selecting privatization methods, establishing criteria and requirements for
bidders, and selecting bidders. The following Guide will take assessment team through examining different
stages and aspects of privatization process helping to pinpoint the most vulnerable to corruption processes.

DIAGNOSTIC AREA

ICORRUPTION DIAGNOSTIC QUESTIONS

Privatization Policies and Institutions

General

e Are there laws and effective mechanisms to prevent the legislature or
executive branch from being influenced by private interests during
privatization processes? Does it work in practice?

e [s there transparency in public administration in general? Does the
government usually make public and transparent decisions?

e Does the public at large (including in particular the civil society) have

Avre there opportunities for public discussion of government programs and

the privatization law, institutions and program?
e s there an effective control system (by the parliament, the administration
and/or external, independent institutions) for the privatization program?

involved in the privatization program?

corruption in privatization confidentially or anonymously?

e Are there criminal, civil and disciplinary processes against politicians and
officials who have become implicated in previous cases or have become
otherwise suspect of corrupt behavior during privatization?

effective enforcement of existing sanctions instruments to investigate and
prosecute corruption in privatization?

e Are there national rules for the public disclosure of assets, income and
potential conflict of interest by politicians and public officials involved in
privatization decisions AND are these rules properly enforced?

¢ s there continued service of politicians and officials in critical positions

despite obvious conflict of interest (possibly even despite accusations and/or
convictions under previous corruption offences)?

Privatization Policy

e Isthere a general privatization strategy and policy?

e Was the determination of the privatization policy public and transparent
(e.g. adopted or approved by the parliament/legislature)?

e Does the privatization policy have the common good as its principal
objective rather than a favor to certain domestic or foreign interested
parties?
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adequate information about government programs, processes and decisions?

decision making? Are there opportunities for the public and the civil society
to participate in the development of privatization strategy and policy, and of

e Are there accountability systems and controls for the politicians and officials

e Are there opportunities for the public or for officials to register suspicion of

e Are there effective criminal sanctions instruments and institutions as well as




Is the privatization policy publicly supported, as indicated by the media,
polling, or other measures?

Avre the goals and criteria for the privatization program clear, precise and not
easily manipulated?

Privatization Law

Is the preparation of the privatization law public and transparent?

Is the privatization law clear, consistent, and not open to discretion of the
officials administering it?

Does the privatization law appear to have the common good as its principal
objective? Or does it appear to favor certain domestic or foreign interested
parties?

Privatization Institutions

Is the Privatization Agency set up and staffed in a public manner?

Is the leadership and senior staff of the Privatization Agency professionally
competent and experienced experts in their field?

Are the tasks, powers and authority of the Privatization Agency clear and
independent of government? Are the privatization decisions free from
politicians influence or pressure?

Is there an adequate internal and external audit? Is there adequate political
accountability and control of the Privatization Agency and/or of their
officials?

Individual Enterprise Privatization

Are necessary planning and feasibility studies conducted that address
regional, sectoral and macro-economic conditions for individual enterprise
privatization as well as adequately researched conditions surrounding the
placement of the enterprise, which do not allow for subsequent manipulated
“modifications™?

Are objective strategic decisions sufficiently supported/justified, including
adequately explained (documented) selection of the privatization method?
Are advantages/privileges for national or international bidders (except for
those based on legal provisions) adequately explained?

Avre the legitimate concerns of employees and managers of the enterprise to
be privatized handled responsibly and transparently?

Are there opportunities for the public/civil society to monitor/control the
decision to privatize a specific enterprise?

Preparation for Privatization

Can procedures and decision making be monitored and controlled by the
public? Are decisions on privatizing a specific enterprise made with the
necessary planning and feasibility studies on macro-economic, sectoral and
regional aspects? Are decisions on privatizing a specific enterprise made at
the political level with adequate transparency and accountability? Are the
decisions in compliance with laws and privatization rules and regulations?
Is there an adequate justification of proposed investments or physical
changes prior to the privatization (which are appropriate):
o any financial strengthening of the enterprise before privatization
(by new credit or write-off of old debt)
o proposed changes in management structure or personnel
reduction
Is there inadequate or missing justification for the decision to relieve the

enterprise of any old environmental obligations (“old environmental debt”) at
the expense of the public?
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Are demands on the buyer explained and justified regarding:

o Financial investments,
Labor protection measures,
Social protection programs,
The handling/removal of environmental burdens,
Continued production and guality of product,
Limitation (minimum time) on the subsequent sale or closure of
the enterprise
Avre decisions about personnel reduction made with the appropriate
involvement and protection of the labor force (the degree of affordable
protection for the labor force depends of course on the general economic
situation in the country)?
Avre there adequately explained and justified decisions for one of the several
privatization methods or selection of one privatization method even though
another one appears superior or more appropriate?
Is there a clear, transparent formulation of the tendering and negotiating
conditions? Or does it allow too much room for subsequent interpretation as
well as making compliance uncontrollable?
Is the value of the enterprise transparent, explained and market-based? Is
there a detailed time plan with interim deadlines and a realistic, enforceable
time plan?
In case of Employee or Management Buy-Out: Is there adequate
provisioning for the protection against financial, operational and/or
management-problems?
Does a conflict of interest exist among one or several of the politicians and
officials involved in the process?
Is there sufficient responsiveness to indications of suspicion and violations
and to complaints or warnings from the relevant control and audit
institutions?
Is the process for selecting Consultants and/or Investment Banks to assist
with privatization based on an open, objective and competitive process? Are
contracts ‘sole-sourced’?
Do financial institutions selected to offer assistance to the privatization
process or the newly private enterprise try to influence substantive decisions

OO0 O O O

in an undue manner, such as trying to steer the selection decision to a bidder
favored by it?

Marketing Phase

Are decisions and justification clear, fully documented and transparent for

selection of:

e the “Strategic Investor” (the corporate or individual investors that add
value to investments they make through industry and personal ties that
can assist companies in raising additional capital as well as provide
assistance in the marketing and sales process).

e the choice of “controlled” rather than the “open” method of tendering,

e bidders who are invited to the “controlled” tendering procedure

e enterprises to be addressed during the roadshow (where, when, how
publicized etc)

Is there adequate publication of the invitation to tender? Is the invitation to

tender in more than publication? Is the text of the invitation to tender clear and
informative?
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Does the consultant/investment bank managing the privatization make major
efforts to maximize the number of companies participating in the tendering?
Acre there realistic deadlines for the participation in the tendering or the
auction? Are there conditionalities attached (large cash down-payments,
unusual security requirements for the remainder)?

Is there a transparent, clear system for the distribution or sale of vouchers,
including clear rules about the rights of the voucher holders — on how to
exercise the voucher and how to sell it — as well as a market for the trading
in of vouchers?

Is there a clear, unequivocal statement about the financial, operational,
economic, and management risks of the Employee-Management Buy-Out
method? (This is a restructuring initiative that involves both managerial and
non-managerial employees buying out a firm in order to concentrate

ownership into a small group from a widely dispersed group of
shareholders.)

Evaluation of Tenders, Negotiations and Concluding the Contract

General

Are bidders successful because of their financial and technical competence?
Acre officials/politicians who have previously been suspected of corruption
or with a conflict of interest in the transaction, involved in the privatization
process?

Are there convincing parliamentary or judicial reactions and corrections to
previous accusations of corruption and other abuses of power?

Are apparent violations of the laws and other rules and regulations
adequately sanctioned by the judiciary, the government and/or public?

Are time limits and deadlines realistic and easily complied by with the
interested parties? Are delays in the process explained and documented?
Do officials comply with the rules of the process, or do they allow delayed
bids or waive security requirements that favor some but not all of the
bidders?

Is there a regulatory institution (regarding the privatization of public

services enterprises with monopoly character such as water and sewerage, power
supply, telecommunications or transport services)?

Strategic Investor (this
is the corporate or
individual investor that
adds value to investments
they make through industry
and personal ties that can
assist companies in raising
additional capital as well
as provide assistance in the
marketing and sales
process).

Is the selection process for the Strategic Investor adequately justified and
documented? Are the negotiations for the final contract transparent?

Is the selected Strategic Investor competent, financially, technically and
operationally strong, and the most advantageous buyer that the interests of
the state would call for?

Are there appropriate financial, operational and social demands upon the
Strategic Investor which the value of the enterprise, and its significance for
the country’s development, would suggest?

Are there adequately dated commitments, security, insurance etc, protecting
the compliance by the Strategic Investor with his obligations?

Avre there adequate, effective sanctions that enforce timely compliance by
the Strategic Investor with his commitments (fulfillment of obligations,
contract penalties, liability for damages etc)?

Open or Controlled
Tendering

Is the selection/evaluation done in a transparent, adequately justifiable and
documented fashion for:

o the “controlled” over the “open” tendering method,;

o bidders which are invited to the “controlled” tendering;
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the competing bids (separately for the quantitative and

qualitative elements); and selection of the “most advantageous” or “best” offer?

Are evaluations of bidders’ offers unfounded-positive or superficial?

Is the financing plan of the bidder for his acquisition transparent, adequately
documented and secure?

Is non-transparent, unjustified favoring of one of the bidders a
common/frequent outcome of the evaluation?

Auction

Is the assessment of compliance with pre-qualification requirements before
the auction transparent, adequately justified and documented?

Is the auction process transparent and adequately documented? Does the
system assure equal and fair treatment for all bidders?

'Voucher System

Is the voucher system transparent, clear and easy to understand?

Avre there control and sanction opportunities to assure the desired broad
distribution of vouchers and preclude manipulated/corrupt assignment of
vouchers?

Is block-building (and thus potential control over the enterprise by mafia-
type powers and networks) allowed?

Monitoring of Privatization

Process

Is there an adequate and reliable control system in place?

Is there parliamentary control and oversight? Is it enforced?

Is there follow-up to suspicion or accusations of corruption?

Is the state or public interested in identifiable or anonymous accusations of
corruption?

Does the public and/or civil society have access to documents and information
held by the control and audit institutions, and to their proceedings?

Are whistleblowers encouraged and protection systems and procedures in
place for whistleblowers?

Avre there audit requirements? Is an audit system in place? Are audits
performed on a timely basis and are there consequences for poor
performance?

Is the audit report adequate and published in a timely manner?

Does a critical audit report make an impact (i.e. reaction by the legislature,

the country’s Court of Audit, the judicial authorities and/or the administration)?

NOTES

! The following sources were used to develop Diagnostic Probe Guides:

1. Corruption in the healthcare sector, CORIS Website at http://www.corisweb.org/article/articlestatic/41/1/283/

2. Customs Modernization Handbook, Luc De Wulf and Jose B. Sokol, eds., The World Bank, 2005.

3. Deutsche Gesellschaft fur Technische Zusammenarbeit (GTZ). — Avoiding Corruption in Privatization: A
Practical Guide, Eschborn 2005.

4. Deutsche Gesellschaft flir Technische Zusammenarbeit (GTZ). - Preventing Corruption in Public Finance
Management: A Practical Guide, Eschborn 2005.

5. Global Corruption Report 2006 (special focus on Corruption and Health), Transparency International,
2006. http://www.transparency.org/publications/gcr/download_gcr
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7. Judicial Transparency Checklist: Key Transparency Issues and Indicators to Promote Judicial Independence and
Accountability Reforms, Keith Henderson, Violaine Autheman, Sandra Elena, Luis Ramirez-Daza and Carlos
Hinojosa, IFES, 2003.

8. Managing Government Expenditure, Salvatore Schiavo-Campo and Daniel Tommasi, 1999

9. National Integrity System Country Studies: Questionnaire Guidelines, Robin Hodess and
Marie Wolkers, Transparency International, 2005.

10. Tools for Assessing Corruption & Integrity Institutions: A Handbook, Dr. Anthony Lanyi and Dr. Omar
Azfar, The IRIS Center (under contract with USAID), 2005.

11. Transparency International Global Priorities. - http://www.transparency.org/global_priorities

12. U4 Anticorruption Resource Center at http://www.u4.no/themes/health/main.cfm

msiworldwide.com Page 29



http://www.transparency.org/global_priorities
http://www.u4.no/themes/health/main.cfm

