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1 U4 Anti Corruption Resource Center, WW W.tranparency.org/U4.no(Jan 2010)
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3 U4 Anti Corruption Resource Center, WW W.tranparency.org/U4.no(Jan 2010)
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TR Al HHAR! TAd |a Sa= Jod [da T, Haniatd a=ieears
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AdeT IUE A == T, HHaA [, e F@Ee T, TR a1 a1 anfd
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FEITH! BT ATFET T, FOTTAR TAAIAT T T, THETRN TR0 FIaae
T, TR AT 2Uaqd T, TIUH HEaT a0 I, el [qawor fad, aresiiae
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Bureaucracy) @l @Istlel AgdT UTT UT THER! THY GIoTehl U] TFd TSraueTel
faheaen @IS HHT TqaE HaUal T Al AT AT a2™a (Citizens
Charter) ol JTIRUTATS SHFETCAT AR MU (997 | AESIH Hal Jaedrs e 3o
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TSIt |ar TardTaet, R0Y0
WEET=IT TaTeoT U4, 2049
FTEH (SUFEATIT TAT ASATAT) UH, 2064

TUMAA (STFEITIH TAT FooATAA)  [HIATAA, 08 Y
TTSITHAT USR] AT T [IHTaAl, R0G Y
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Business of Bureaucracy; Madhu Raman Acharya, Vidyarthi Pustak Bhandar,
Kathmandu, 2013

Economy and Society: An outline of Interpretive Sociology; Max Weber, University of
California Press, Berkeley, 1968

Reinventing Government: How the Enterpreneurial Spirit is Transforming the Public
Sector; David

Osborne & Ted Gaebler, Prentice Hall of India, New Delhi, 1992

The Future of Governing: Four Emerging Models; B. Guy Peters, University Press of
Kansas, 1996
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QAT AHILTETHT A BF TN T T TCRR STHAT ASTHA €Al =i
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T T AT AURT HIH T I ST 2@ | aIeTcHeE wriiaiaes are=T
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e, ATH ATAGT TIT @RS T [qaddads dohld @R a1 g TA9es | 9963
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Al FHAATSTAT TAAOT T ASAopl T6hd S ¥ Bataa= Tues | fqaraas
ATHAT AN AYEH FTEITHT e TArT FaioresT AT Taeee T4, T e
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SO §5 | A TaareraehT Riernent s THTOTI JH BTAae! SR TSI |
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AEOA FHEHH B T, AHEIE [T w4t verd fqaras saaeara-
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T [aaraadr g sgaedra= 9iaia a1 s 98 qearaTqT carsUa! [aaragd

EHAT IT DG T, [W&Tman T TORaT T [ASTe®dl AETa TAiaaadh Aea-

FAFRTT TR IFAT TR T ATl WeTdhare = TUHAT Braia T, [orer

HATAT TLT T F=AHT (HIAAET (AhTIare qa- €qH1 (AT STTAA, Todid

frteroy TTaH, forem o, W o ar [qarad SeetaHdn AT Saedd At
ATHATH AFTATRT AT SHAEATI T THId AeATAd A TG o, Wlel Taarae
TaTd TATAIETHT T 99T aAT8 A1T9Ta, e AT, & Jora wrarad,
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S99 |

foreitg
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TR T AT TR FATRATT 5T, AU T {gebrd a7 € 94 98 €
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IMEHT FMEEATS &TdTaerd, JeTaredd qears® | &t ¥ e WEETaearg ara aaf
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IRIRAIDI ITidl ACTAR folIeoI0T

RS Farert

“TEd TP WRTARA AT TR Faes, gam afsistore Sieareamt Tawa! TsT-iide,
MY T AT TIA AIHATE ANARS TGS | TFHRIT WL fo6g A & A uferar
FEd TR AT T AT B Ag Biad g8 |”

- ST AIST TCIe, e, TTAIRI SEAAATT, FAIA

q. uRem

HATHA (Good governance) THA HIERIT (Good government) ! IATS 99T 3@
TN TAAAH ST & | T R0 I TR AEATTHT GUTHAAATS AT TETIATH
AR & AT T ITeAdl | Poor governance ATE Jcqr ABRICHE AATATS ~—IATHTIT
T Good governance TEEATS TAATHT FATSUH! &l | HIATHA (a5 MHHIT IR T+ 9
A& TATHT ATRAT TH AT FAHA [F9FATH A=A W TRkl T | I [hTaHbl

OMTEH a1 HHA T oFaedT Al GATHAAAS FLAIA TS |

TSTET GATEIANIRT, FTAANART T ATAAMABT AT TMOd [qia—~ g HedrgT
qRESft FTETe AHEHR T AT T STHied, STHEHed, |rTisid g T A7d
HTHR Fag= a1 TR o, Iardl, TAHE! T Farhaal T SHTedThl o
T =Mfed Ty PRaThaTTsh TAEIT €UaTE § U9 AH AT W A6 |
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THAIF, T3, &, 3¢, T ¥ A aw T ATH, T FSaTd= T+ T TRl
TTRAT AT UZIAATE A FATHT W3 |

T FUATHAAR ARATITAS &l qTEAH FEHHTaH A% (Participatory), T
QAT (Rule of Law), TIEEET (Transparent), AT e (Responsive), FHATHAE T
ERICIEI (Equity and inclusiveness), TR T BT c&Td % (Effectiveness and
efficiency), ER LD ] (Accountability), W (Predictability), deureg Taer=ar
(Non-discrimination), qIHH d39@ (Consensus oriented) STl fagruare® "éﬂ'ﬁ

ATTaTd BT |

HE-=TATIIAH, AMCTAT FEANT ATA=IT ST |
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T AT T AATE SMA-S | Akl MEH A, T, e T [Teae
Tarerd, STHEaE ATl T, TEaHd! AT, A THISTER Tag , s,
AT ATRD FeATHd, AESTh JoRalacd STedl [audaed qra-dh T-idad
HTATH ST T | F&TH T BRAl AR G, e TAMHATA, A AaTh qiiad
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& TS, T fa@d TaE T, AT T, 3T [qa¥oT o, T HBTand 9earsH,
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T, TR e fa, TRHIT GaTIR sqaaryd T4 THAE] FAAE TR FH

)

I qHEH ars=s |

fa9q el safehTd a1 TSl Weere AT Ardsiae U a1 afaadel geaanTars

TSI TR 79 I 1206, 312789 AqF IEah! Ttk o TSI &l {9l 3 |
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A Seal a1 aars ATHFAT a1 AThedehl wand ikl AN W 7T a1 satchers
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FEATE TR ATH T FHEATS TR &N TATSH AT Bl afstd Tenl FH
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WER v ¥ a1 siveas §79 : 9@, 90K S¥rad! eaTadT, Ardrans
FHOTare T ATl ASTeh N | BT SATETHT FHIAAA AT TEBT BIATT BT
TRk ATCITHT I IEAT T8 WA AN a6, MTefeh ATTarqad, A & a
AT Higd [qodtdant & A g7 997 | QA WA Al STaedThl a8
Jedd= B WA ATAIHAA a1 Srad B BB TAd AT, ATHUH FHAT T
AR qTAET T STl TAATCHE € THT TR TAcagh JaeT & | araiT I g3

FTEIT IRl AT IWT HiIA Ml B |

9T MATHA HIIH Al AT Higemd, U, [H9H, M= digdr amadal g
FAFIEED TLER (Hare (AR g9 9aeq, Ha=on) 7+ faiv~ da-aeean
SATEIT TR 75 | UTEATIHT, TTAUTAGT, AT ART TTSTET Aae AT JEITAT
TI=A0TeRT TFI=IHT ATAUE FHIATEl T4 LT HIA ¥ FHIATAIe® (el @ | Al
A TTATHRT HI-HET, e Tars, TF, TS & 0 WSST= faog el Hrm
FHA | HA TO VFIEG AT TUTTH T |

VT T+l ATHITSTe T &1 STEel ATdsiideh ATqehal, SN el T el
q9aTHaATs HATHT I3 | WETAR HI=A0T GUTHAH! AR & | T H T rae o=
AT STETATS (A=A T BT AT ST TUhT TRTAT (9865l AT HaTd=
2003 AE AUTAA 9 FhT MIAEBH T |

9.9 WA B

‘TANAE AdTee, FEN ATFHReE, sATIR-aIvTsy 876 Agee Udh SISl 9%
WEETSIR T#d Ea+ | 7 - SR qarsrard! foreas, o1, Tawee afear

TR FATSTHT AT FERE T FeRAT a1 U6 UHTS THH HROEE [ard—
g9 FF3H | ged €A1 (AW TH9E AT a1 ABAT WLETAR d@- BIOEEd
TN, AL, ATHNTE, AgTE, BN, FAEE, I HROT AT T3 |
TEH WA T AT T JATEH TR B -
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[aXaN o

o ~ oo oC o
ST Al HEE Iod, Faiod, HET a1 Jeah e Al AU T TdHH ae Farer]

o
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TR ST cogtedhl b7 HA YT dedhl Rl 5‘||.(’?J|5'\’0|’)| 9| HYTAHT

TR F@AT [ TST-idd JRol, TSTHlddh sdee TETdh whed g,
fHar=ra @l AT dge S, TA-Iaaaedl 297 T Al dar T 9=l Hadt
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AT AT g T, THEAT agaahl G TS g TamH B0 Uedh ek adl
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AT SRS IhT THEIT TaeheTe &¢ ST, Wideateh 3T o8 W & &l aig g 799,
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o r o r o
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75 | HHTSTHT EETH a1 GTchabl @A, TSihal T, $TH o, iqaradre
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Al AT fatad AERAE G, ATAddd T W@AEedd Mol B | A9 UE
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TR T YA, g, A, F1id, ToA1 F9dd saniadm! T ASihal AT Ho
WEETSTS [ATY AT+ Ja9T TUH! 75 | I1TH (a1 sdaeRee ardd g T arad
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194 FHEAT HIIOT
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WEETEITE fasg et TaamTe Ueedr ui ST & FFd=, Heehrdl, Fasieed/ TaTaHT)
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o ATHH [dHEH ATHT T T 9873,
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RRSE|

> ~
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Say 'No' to Bribe

S\ Leela Mani Paudyal*

Corruption is a poorly conceived notion in our society, therefore corruption control
becomes more illusion than reality. For many people, it is a simple thing to punish
severely to those who indulge in corrupt practices. For some others, corruption is an
incomprehensible act of liberal open market regime of post modernity phenomena. For
them, therefore, there is no need of any legal or institutional response for controlling
corruption per se. They believe that replacing educational system that commoditize the
human being by the Gurukul education with strong ethical and moral component in
curricula and replacing self serving value system of neo-liberalism by traditional oriental
value system only cures corruption. Some people comment that poor salary to the public
officials is the main reason for corruption. If we believe that corruption is a factor of
poor salary then the most corrupt individuals should have the poorly paid staff. In reality
and based on facts of the results of big corruption cases, there is no symmetric relation
between salary and corruption.

In fact, corruption control is neither a simple phenomena which can have one shot solution
nor it is systematically aligned with certain economic regime. More specifically, corruption
is a function of social values, customs, culture, education system, and institutions relating
to corruption control, legal regimes for fighting against corruption and transparency and
accountability system in the governance. Officials are provoked for corruption if cultural
practices encourage economic extravaganza in the name of customs. Corruption is
rewarded when smashed property using public position is dignified without questioning

the source of income by a society.

Social values play significant role in corruption control initiatives. If property amassed by
corrupt means is dignified not disgraced by the society, it becomes a huge incentive for
individual to accumulate property by any means. If the people with more property can
exercise power or prestige in the society without hitches such social phenomena becomes

a powerful incentives for corruption.

Our society is endowed with the remnants of oriental philosophy of life with growing
adoption of western value systems of individual freedom that consider material the most.
Nucleolus family values make people self centric. Demonstrative effect of other's life easily
impounds the mind of such lonely people for material means beyond reach. Joint family
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value is a big cushion for perceptual insecurity that may inculcate in the mind of individual
with nucleus family. Such insecurity tempts people to search for means to meet such ends.
Corruption flourishes where the transparency of public acts and funds are hardly pursued
and public officials are hardly made accountable for their acts. Educational system too
has greatest impact in corruption control initiative. Lack of ethical and moral education
in childhood and privatization of basic education making access to education dearer
for poor induces children for giving more importance to money than to human values.
Corruption is even more prone to those who feel safe and are assured of impunity from
action. Corruption breeds where corruption control institutions are weak. Corruption
spreads when the roles and responsibilities of agencies involved in corruption control are
poorly defined with lots of grey areas. Commoditization of the human values supplements
other above mentioned elements for fueling corruption.

Oriental Sanaatan religious preaching urges us to give up four attributive values of life
viz. Kama-that is lust, Krodha or anger-that is ego centric response to any action, Lova
- greed and Moha-that is attachment or attraction to the material worldly things in order
to get rid of any grief in our life. Innovation and completion spirits are suppressed to
sacrifice Kama, Krodha, Lobha and Moha. Competition and innovations are the sources
of advancement. Therefore, a society adorning such values would hinder innovation
that may impede development. Of course, we can maintain competitive and innovative
spirit in the society without excessive attachment to the result through moral, ethical and
spiritual education. A Sutra in Geeta "Karmanye Wadhikareste Ma Faleshu Kadachana"
that says "perform your duty diligently without too much attachment with the results."
This is the greatest value laden Mantra to be taught to new generation for encouraging
youths to perform duty with utmost dedication expecting good results but neither should
be frustrated of failure nor should be arrogant of being success.

Customs and cultures either motivate or de-motivate the individual in a society towards
corruption. Social customs and cultures that admires extravaganza provokes people
to seek opportunities for quick gain by any means possible. Society that considers the
demonstration of property or extravaganza as pride and prestige would emancipate
corruption. Establishment of transparent mechanism for spending money through
formal channel and is of tax paid money would help reduce risk of making money from
corruption for social / cultural extravaganza. Culture and customs require to be attuned
with transparency and compliance principles as a precondition for any individual to
spend money in social function. I believe that making individual liable for expenses in
such activities to combat against corruption is more simple and workable solution.
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Another factor that we need to take into account for controlling corruption is education
system. Education has become a private commodity after we privatize even the primary
level education without proper regulation. In my view, this was one of the greatest mistakes
and completely a wrong policy that made our society more vulnerable in terms of social
safety and security. Chances of corruption would be high in a society where the social
safety and security provisions are weak. The high disparity between rich and poor and
an impression in the minds of larger masses of lacking fair opportunity to earn sufficient
means in order to maintain decent life makes people violent or intolerant against wealthy
few others. Such situation fuels conflict making society prone for corruption. Education is
the greatest equalizer of a society if, and only if, there is equal opportunity to have same type
of education to all, rich or poor and rural or urban. Private education treats human being as
commodity in the market place with price tag according to the educational attainment in
a designated institution. Privatization in education inculcates the value to be competitive
for earning to recover the high expenses incurred in education and to work for material
private gain as an ultimate goal of life. However, education has cross border ramifications
due to globalization, but local education is a powerful tool to influence social value system
that helps people to device future course of life. Some people indulge in corruption just
for meeting their temptation to send their kids in expensive private schools. Curricula
must have moral and ethical component for making empathic society towards weaker.
Education should promote simple and honest life. Thus, education has greatest influence
in shaping future of a society through different ways that includes controlling corruption.
Education can be a major point of intervention to combat corruption.

Corruption controlinstitutions and their mandate areimportantingredients for controlling
corruption. Some countries have statutory body and some others have constitutional
bodies for fighting against corruption. The effectiveness of such institution is largely
determined by the level of commitment of the leadership, the credibility, legal mandate
and accountability and transparency mechanism in the governance system. Corruption is
a multidimensional issue; therefore, dealing with it needs multi pronged initiative with the
involvement of multiple organizations in tandem. Overlapping of responsibilities among
institutions designated to control corruption or voids would create confusion, sometime
contradiction and conflict. Such a situation helps erode capability and credibility of
institutions fighting against corruption. There must be a balance between authority and
accountability of the corruption control institutions. Accountability without authority
makes institution dysfunctional or inept and authority without accountability makes
institution itself corrupt as saying goes on "power tends to corrupt and absolute power

corrupts absolutely."
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In Nepal's case, Commission for investigation of abuse of authority (CIAA) is a
supreme corruption control organization. Very few countries in the world have such an
independent constitutional body empowered by separate law. The Act has empowered
CIAA to investigate any corruption related cases including amassing or accumulating
property by using public authority, to direct government for departmental action for the
public officials who abuses power (mandatory) and to prosecute the corrupt on its own.
The legal provision of burden of proof on defendant not on CIAA, is a very strong, and
rare provision in the act in favor of CIAA that makes defense and prosecution of cases
in courts easy. However, the commissioner's position remained vacant for long period of
time, and now filled up partially. Its strength seems barely sufficient in given circumstances
of huge numbers of complains flooded in and high expectations of common people to
this organization. Further, capability of the organization to investigate the complicated
cases with even cross border transaction is limited. The CIAA has to rely on the staffs
transferred from other public institution that are generally worked in the different
organizations. Such stuff of the staff has to investigate to either their peers or coworkers
or supervisors and subordinate. The previous relations and possible future relations of the
investigator and the accused have made officials reluctant to take up case and investigate
strongly. This kind of role conflict has weakened the ability of the CIAA to investigate
public officials fearlessly. In a hierarchy based society like ours the investigating officials
remain complacence to take up and interrogate the high ranking political leaders. The
members of the society often take official discharge of duty as personal animosity. Such
factors also impede the investigation effectively. Current experience indicates that staffs
are reluctant to work in CIAA. Therefore, a separate core staff with robust competence is

required for fearless investigation.

Investigation of CIAA is limited to civil officials excluding judiciary, Army, Judges,
NGOs and private sector are outside the ambit of CIAA now. However, United Nation's
Convention against Corruption requires Nepal to incorporate private sector and NGOs
under Corruption Control Act as Nepal being a party of the convention. CIAA has been
quite active these days within its scope and law is being amended to widen the scope as

required by UN Convention and to make its work further effective.

National vigilance centre is another corruption control agency under Prime Minister's
office. But, its mandate is limited to the promotion of good governance for prevention of
corruption. Leadership is often changed and therefore, not stable and strong institutional
capability is also limited. Therefore, NVC has not been considered much effective
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institution. The Revenue Investigation Department and the recently established Money
Laundering Department too have specific mandate to investigate leakages of revenue and
money laundering offences, respectively. Revenue Investigation Department (DRI) has
systemic problem. DRI officials are the staff transferred from revenue service and are
interchangeable to any other revenue offices. Revenue Investigation Department in its
history has hardly prosecuted revenue officials in revenue leakage cases rather they have
charged business entities all the time leaving officials are either freed or taken very minor
action for even a case with huge amass of revenue. Money Laundering Department is in
formative stage with junior leadership. There is need to review organizational setup, their
mandate and manning such organization by independent and competent contingent of
staff with higher leadership status. There should be a mechanism of sharing information,
helping investigation and for prosecution. Strengthening capacity of such institutions is
essential for controlling corruption.

Conclusion

Building community based institution and linking grass root level to policy and
program enhances accountability, ensures transparency, and strengthens participation
in development program. Such factors prevent corruption more effectively than by any
legal means. Governance deficiency and inadequate rule of law also promotes corruption.
Election of Local body and non-discriminatory enforcement of law are the primary and

effective responses for controlling corruption at grass root level.

Corruption control demands multi stake holder commitment with culture of intolerance
in the society against corruption. Inculcating social values through education in children
for aspiring dignified life with high morale requires to be promoted through formal
education. Breaking nexus of corrupt public officials under the protection of high
ranking politicians and booking unethical business practices are priority but tuff jobs
of corruption control agencies. A vibrant institution with competent and independent
contingent of staff and clear as well as unambiguous mandate to investigate is imperative
for combating corruption. Multi-prong strategy to engage multiple agencies and to ensure
complementarily enhances collective strength to fight against such social, cultural and
economic menace. The coherence must be ensured by system not by the wishes of the
individuals in office. At least, equitable basic health and school level education services
for all with a strong moral and ethical component in curricula is important ingredient for
making society clean and corruption free. Making corruption an expensive business than
non corruption by taking stern action for culprits is prerequisite for many more to keep
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away from corrupt practices. Social values and customs that promote corruption needs to
be changed through awareness campaigns and legal action for violators indiscriminately.
Culture of questioning the property accumulated by any individual without known
source whether they are public officials or private business entity needs to be promoted.
Enforcement of transparency and accountability in all the public offices are two powerful
tools that check amassing public authority for private gain. The private sector controls
and mobilizes overwhelmingly more resources than public these days. Corporations are
sometimes authorized to deliver public goods acting on behalf of public entity. Under
such circumstance, keeping private sector away from corruption control ambit makes
combating against corruption an incomplete task. Nepal has ratified United Nations
Convention against corruption that requires bringing private sector under the corruption
control regime. Nepal has to amend law to bring private and nongovernmental sector
under corruption control regime while carefully considering the fact that losses and gains
of private sector decisions are private not public. In general, private sector has tendency
to manipulate market mechanism in collusion with public officials for over exploiting
consumers and it has tendency of privatizing the benefit while socializing the cost.
Corruption control initiative in private sector should confine to those two major areas.

Finally, fighting corruption is difficult but not impossible task ahead of us. It requires a new
order of incentive structures so that individuals change the behavior to think differently,
show differently and act differently to the corrupt behaviors and practices than usual.
There is a need for changing social order to establish a corruption free society in which
public officials uphold accountability, fears with the heavy costs to be paid on conviction of
corruption offenses and gets rewards for being honest. Changing behavior of people and
social system takes long time. People and institutions fighting against corruption should
have patience and no law or an institution is sufficient to change social behavior but it
needs a campaign from credible people. People are to be educated so that they exercise
zero tolerance against corruption and can refuse to pay bribes. Let's SAY NO TO BRIBE.

*
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Combating Corruption through Public
Sector Reforms

A\ Sharada Prasad Trital*

1. Introduction

Corruption is one of the greatest threats of humankind in the society in many countries
around the world. It cannot be isolated from its social and economic environment. Often
a symptom of a low level of development, corruption also becomes a causal factor because
it creates a ‘vicious circle, in which corruption breeds more corruption and the state
quickly loses its authority and ability to govern for the common good. Only where there
is sufficient political will and determination to change the status quo can this ‘vicious
circle’ be broken and transformed into a ‘virtuous circle; in which greater investments
in human capital foster equitable economic development, which then further promotes

human development and the numerous goods associated with it.

Corruption is often defined as ‘the misuse of public power for private profit! The focus
is therefore essentially on the behavior of officials in the public sector: politicians, civil
servants, policy-makers or administrators, through which they improperly and unlawfully
enrich themselves, by the misuse of the public power entrusted to them. It is also known

as monopoly power of public servants plus discretion minus accountability.

Corruption involving public officials falls broadly into two main categories, ‘petty
corruption’ and ‘Grand corruption! ‘Petty corruption’ occurs when a public servant
demands or expects monetary rewards for undertaking an act that the official is ordinarily
required to perform by law, such as, processing an application for a license, issuing an
official document, clearing goods through customs, or providing a utility service, or when
a bribe is paid to obtain a service that the official is prohibited from providing for example

tax evasion or avoidance of prosecution.

‘Grand corruption’ typically occurs when a senior official is able to influence government
decision-making and seeks a payment for exercising such discretionary powers. Grand

corruption often plays a significant role in the supply of four main types of goods:

(1) The purchase of aircraft, military supplies, including telecommunications;

Secretary, Government of Nepal.
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(2) The purchase of capital goods required for major industrial and agro-industrial
projects;

(3) Major civil engineering contracts, such as those in respect of dams, bridges, highways,
airports and hospitals; and

(4) The ongoing purchase of bulk supplies, such as oil, fertilizers and cement, where
distribution takes place through a parastatal company, or where there is a need for
standardization, such as repeat orders for pharmaceuticals and school textbooks.

The reasons why public officials resort to corruption? Some may be driven by poverty
or the inability to match their expenses with legitimate income sources. For others, the
overriding factor is simply greed. But whatever the reason, corruption has a devastating
effect on the governance and thereby development of any country.

Accountability and transparency are core pillars of good governance, compelling the
state and other actors to focus on results, clear objectives and sound strategies, including
effective monitoring and reporting on performance in the public sector. A culture of
transparency and accountability in the public service promotes better congruence
between public policy, its implementation and efficiency of resource allocation. On the
other hand, the absence of accountability and transparency invariably leads to misuse
or misallocation of public resources. Accountability stands on three equally important
pillars: political, financial and administrative. Research has built a strong link between
the quality of political accountability and the level of corruption in society. The more
accountable politicians are to the electorate, the less corruption in society.

Administrative accountability includes key systems of control internal to the government,
which help ensure the proper functioning of checks and balances in the governance system.
These include civil service standards and incentives, ethical codes, criminal penalties
and administrative review. Transparency is a critical component of accountability. It is
anchored in a public sector management culture that promotes free flow of information
to citizens. Transparency begins with setting of clear performance and service standards
in the public sector.

The ‘new public management’(NPM) philosophy has particularly emphasized this aspect
of public sector reform with the aim of reducing information asymmetries between public
institutions and citizens in order to promote higher levels of service. Restoring public
confidence in government is certainly one of the greatest challenges facing many developed
and developing countries. Credible efforts to combat corruption within the public sector
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are very much central to these efforts. However, the emphasis of any anti-corruption
strategy should primarily be on reforming systems and attitudes, not to victimize political

opponents.

When it comes to the launch of an anti-corruption strategy;, it is important to define the
most promising areas and to focus on them intensively, as initial success in one area can
lend credibility to the overall reform process. Even a relatively corrupt government may be
persuaded to initiate and support a reform program that would eventually strengthen the
national integrity system, if such efforts are not perceived as a threat to its own survival.
Preoccupation with prosecutions and inquiries into the present or the past can only
detract from the urgency of implementing in a transparent manner an anti-corruption
strategy that involves comprehensive legal and institutional change.

Any meaningful reform of legal and institutional mechanisms would therefore have to
begin by an immediate focus on the reshaping of attitudes of both the public and political
leaders. Here, the creation of national movements to advocate enhanced integrity in
governance should be an integral part of such a strategy. Through such efforts, citizens
can exert pressure on political parties and politicians to take meaningful action to reform
the governance system.

2. Economic and social cost of corruption

Corruption practice is one of the worst obstacles for the socio-economic foundation of a
country. Most foreign investors prefer to go to less corrupt countries. Corruption acts as
a tax and lowers the real supply of investment to the affected countries. Evidence strongly
suggests that investment levels and economic growth are higher in countries, which are
able to curtail corruption.

Empirical analysis has also demonstrated that the degree of corruption in society is an
important factor in explaining the attractiveness, or lack thereof, of a country to foreign
investors. High levels of corruption can greatly retard the amount of foreign investment
that a country might otherwise attract. For example, if a country with a score of 4.7 were
to improve the integrity and efficiency of its bureaucracy and attain a score of 6.8, its
investment rate would rise by almost five percentage points and its yearly GDP growth
rate would increase by over half a percentage point. The result shows that corruption
affects growth primarily through its impact on the level of investment.

Many countries offer substantial tax incentives to lure multinational firms to locate in
their countries. It would seem that these countries could attract just as much or even more
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foreign investment without such tax incentives if they could bring domestic corruption
under control. Tanzi and Davoodi (1997) carried out a systematic study on the effect of
corruption on government’s public finance, which found that corruption:

(1) Tends to increase the size of public investment (at the expense of private investment)
because many items in public expenditure lend themselves to manipulations by high
level officials to get bribes;

(2) Skews the composition of public expenditure away from needed operations and
maintenance towards expenditure on new equipment;

(3) Skews the composition of public expenditure away from health and education,
because these expenditures, relative to other public projects that require greater
procurement, are less vulnerable to officials profiteering;

(4) Reduces the productivity of public investment and of a country’s infrastructure;

(5) Reduces tax revenue because it compromises the government’s ability to collect
taxes and tariffs, though the net effect depends on how the nominal tax and other
regulatory burdens were chosen by corruption-prone officials;

A study has also revealed that an increase in corruption, which eats into funds allocated
to enhance or conserve public goods, is shown to reduce the quality of roads, increase
the rate of power failures and telecommunications faults, and result in water losses and
destruction of common property resources.

3. Promoting transparency and accountability of public officials

(a) Legal reform

A functioning legal system and rigorous enforcement are central to anti-corruption efforts.
Singapore is a good example following this approach at the early stages of implementing its
growth-oriented development strategy. In fact, it can be argued that the introduction of a
tough anti-corruption legislation and its enforcement by a strong anti-corruption agency;,
reinforced by an independent judiciary, were more important in reducing corruption in the
public sector in the country than the raising of salaries of staff.

Citizens expect public servants to possess sufficient integrity to deliver legally mandated
public services. The Nolan Committee in the United Kingdom (1995) listed seven
principles that the British public thought should apply to all aspects of public life.The
seven principles were selflessness, integrity, objectivity, accountability, openness, honesty
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and leadership. Legislation incorporating such principles is often perceived as an essential
first step in the implementation of any anti-corruption strategy, at least for the purpose
of establishing a value system that would contribute to the creation of an anti-corruption
culture in the country.

The overall objective of establishing a firm legal code against corruption is to ensure that
corruption is not a ‘low risk, high profit” activity but rather a ‘high risk, low profit’ venture.
As mentioned earlier, this was very much the strategy of both Singapore and Hong Kong
when they began their efforts to curb corruption and reform the machinery of the state. In
addition to comprehensive anti-corruption legislation, it is essential to create independent
agencies, capable of enforcing such legislation and free of political influence.

In countries with a strong institutional base, corruption may exist primarily in certain
sectors of society. Where institutions are less developed, corruption is likely to penetrate
the entire system. To counter systemic corruption, a comprehensive set of laws may be
required, comprising most, if not all, of the following (derived from different sources):

(1) Law that criminalizes the offering and soliciting, and the giving and accepting, of a
bribe.

(2) Law that enables the tracing, seizure, freezing and forfeiture of the illicit earnings
from corruption.

(3) Law that requires the regular declaration of the assets, income, liabilities and life-
styles of decision-makers and other public officials who hold positions where they
transact with the public and are well-placed to extract bribes.

(4) Law to identify, and prevent or resolve conflict of interests.

(5) “Whistleblower” legislation to protect employees who notify authorities of corruption
from civil, criminal and disciplinary proceedings and retaliatory action by their
employer.

(6) Law to enable the citizen to obtain information in the possession of the state, i.e.
Right to Information Act.

(7) Constitutionally entrenched Bill of Rights that recognizes the rights of citizens to
freedom of expression, assembly and association.

(b) Governance system reform

Corruptionisasymptom thatsomethinghas gone fundamentally wrongin the management
of public affairs. Institutions designed to govern relationships between citizens and the
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state, are used instead for personal enrichment of public officials and the provision of
benefits to the corrupt (UNDDP, 1997).

Despite the intention of some countries to curtail corruption, these efforts have often
failed because the government in power has not been willing to make tough decisions,
including introducing significant changes in the national governance system to strengthen
checks and balances among the various powers in society. The nature of the state and
the quality of the national governance system, including political commitment to change
the status quo, are critical prerequisites for any meaningful effort to curb corruption in
society. The promotion of good governance principles has therefore to move to the centre
stage in institution building strategies.

For the effective implementation of national anti-corruption efforts, it is particularly
important that oversight bodies be fully independent from the executive, adequately
resourced and staffed with qualified employees. Oversight institutions stand little chance
of success without these three prerequisites. The funding of constitutional bodies should
also be secure by law. The international evidence shows that an effective institutional set-
up would generally consist of the following:

(1) Independent commission against corruption charged with the implementation of
anti-corruption legislation possessing the following:

(a) committed political support at the highest levels of government;
(b) political and operational independence;
(c) adequate powers of access to documentation and to question witnesses;

(d) leadership perceived as being of the highest integrity and personnel of strong
professional ability; and

(e) accountability.

(2) Independent prosecuting agency.

—
W
~

Independent, impartial and informed judiciary.

(4) Auditor-General with responsibility for auditing government income and
expenditure.

(5) Ombudsman who receives and investigates allegations of mal-administration.

An effective legislature lies also at the heart of the integrity system of a country. One of
the principal functions of Parliament is to provide oversight of the executive on behalf
of the public. The public scrutiny to which it subjects the executive, through debate
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and question time, promotes both transparency and accountability. Prerequisites for a
successful legislature include the existence of political parties sensitive to contemporary
aspirations; the nomination of honest individuals as candidates; and transparency with
regard to the funding of both political parties and candidates.

A professional and ethical media, operating within a legal framework that enables it to
convey information freely, fairly and responsibly, has an important role to play in exposing
corruption and in building support for efforts to combat it. The independent media is
gradually beginning to play a more vital role in investigating allegations of corruption and

to disseminate such information to the public.

The degree to which the media is independent is the degree to which it can perform an
effective public watchdog function on the conduct of public officials. Just as the legislature
is expected to keep the executive under continuous scrutiny, the media has a responsibility
to keep both the legislature and the executive, along with all other actors whose offices
impinge on the public domain, carefully monitored against corruption.

(c) Public sector reform

Different countries and many international institutions have initiated various public
sector reform programs in various levels. Some of the major reform initiatives aimed at
minimizing opportunities for corrupt behavior are included here:

(i) Public awareness and civic engagement. Much more needs to be done to educate
citizens about their rights and responsibilities in society and how they can become
more active participants in governance. In particular, the promotion of intensive
public awareness and civic engagement campaigns could include the following:

(1) Public television programming and advertising on corruption;
(2) Improving the access of citizens to information;

(3) Adopting a National Integrity Strategy and developing corruption indicators to
assess progress. Involve civil society and the media in monitoring;

(4) Convening public hearings on public works;
(5) Promoting discussion in the media by eminent thinkers on corruption issues.

(if) ‘Meritocratic’ civil service. The civil service is the engine of the public sector. A
decision to move towards the creation of a merit-based civil service is essential if
corruption is to be curtailed in the public sector. This strategy should include the
following:
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(1)

(8)

Staffrecruited on the basis of meritand adequately remunerated, including system
for meaningful career progression. A strategy to progressively make salaries of
civil servants, particularly senior staff, competitive with peersinthe private
sector, is essential. It is also important to introduce greater decompression in
salary structures to ensure that managers and senior officers in the civil service
are adequately remunerated.

Staff recruited into the civil service based on competitive examinations. It raises
the prestige of profession.

Senior managers and staff in the civil service provided with greater job security.

Recognize and publicize good performance and reward role models among civil
servants.

At early stages of the implementation of an anti-corruption strategy when
financial resources may be inadequate, governments may opt to reward and
recognize good performance and to publicize top performers and role models.

Set clear performance standards. Transparency in the public sector begins by
developing concise performance and service standards for institutions and staff. In
particular, there is need to inculcate a culture of professionalism and ethics in
the public sector through articulating values, codes of conduct and training.

Establish a mechanism, reporting to cabinet, to administer and monitor the
implementation of the public service ethics laws.

Develop a code of conduct and value statement for civil servants. Ensure
continuous communication of values and standards as well as regular training in
public service ethics.

Public service associations should be encouraged to play a catalytic role in
institutionalizing professional values, formulating codes of conduct and
defending occupational interests.

Timely reform legal system (as discussed in 3(a) above).

(iii) Administrative reforms. Because of the weak institutional capacity in the public

sector, the administrative reform initiative needs to focus on building up core
administrative and financial systems and to initiate a series of measures to promote

the simplification of processes and work methods in the public sector. Some of the

major initiatives taken to reform the administrative system include the following:

(1)

Improving work methods and procedures to reduce delays, increase supervision
and rotation of officers and surprise checks;
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(2) Creating ‘one-stop-shops’ for all government-related information;

(3) Building transparent and effective institutions for budgeting and public
investment programs;

(4) Making government processes more transparent and open.

(5) Eliminating ‘gatekeepers’ and reducing the steps required gaining government
approvals;

(6) Reducing systematically discretion in decision-making;

(7) Developing effective channels for complaint making for both public servants and
citizens;

(8) Reforming customs, procurement and taxation agencies;
(9) Cleaning up the government payroll to eliminate ‘ghost workers’;
(10) Devolving the power to local elected bodies;

(11) Privatizing the state-owned enterprises.

4. Conclusions

Corruption is undoubtedly one of the major obstacles to the implementation of laws
and regulations. Corruption creates a parallel system where the government and the
society alike operate by and large independently of, or even against, the existing laws. It
undermines the very essence of the rule of law and creates a greater social and economic
uncertainty. It can make poor societies even poorer.

Very few countries have been successful in tackling corruption through reforms of the legal
and institutional environment. Botswana, Singapore and Hong Kong can be the example
to come quickly to mind. In these countries there was recognition at the highest level of
government that the corruption problem had to be addressed through comprehensive
reform, zero tolerance and ‘leadership by example’

While the approach of these countries differed in terms of whether they undertook major
reform of the governance system, they all had in common a determined leadership that
possessed the political courage to make difficult decisions and to enforce the rules on the
book. In the three countries there was also recognition of the need for a well-remunerated
and ‘meritocratic’ civil service. However, the salaries of civil servants were only raised
gradually as a result of rapid growth-oriented development policies, including investment
in human resources development and ethical standards. In essence the three countries
focused their strategies on promoting economic and social development, following a four-
pronged approach:
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(1) Emphasis on economic growth and development;
(2) Investment in human development;

(3) Strengthening of legal and institutional frameworks to promote the rule of law and to
deter corruption;

(4) Promotion of public awareness and civic engagement.

5. Recommendations

As discussed above, combating corruption remains one of the biggest challenges and most
important tasks for governments across the world. As probably the biggest obstacle to
proper implementation of laws, corruption needs to be curbed at all levels of government
if reforms and law implementation are to be successful. This can be done through various
measures such as better governance, introducing clear guidelines of conduct, extensive
ethics trainings, whistleblower protection, and strict punishment for corrupt behavior
among public officials. At the same time, it is crucial to recognize that combating
corruption cannot be left to the government alone. The private sector and civil society
need to be actively involved in monitoring government activities and ensuring that they
themselves do not contribute to the corruption problem through lack of transparency and
accountability in their own organizations.

Nepal is uniquely endowed with numerous natural resources and therefore much potential
for continued economic growth and social development. The key for continued economic
development of the country, including effective integration into the global economy, will
be greater investments in human and social development and democratic governance as
well as the strengthening of the legal and institutional dimensions of the state. Civil and
administrative reforms are an integral part of such national efforts.

Currently, Nepal is suffering from pervasive corruption practices in most of the public
organizations. Socio-cultural, economic and political scenarios seem to be unpredictable
in the near future. Circumstances show that unstable situation may remain for some more
years. This situation will be more vulnerable for maintaining rule of law in the country. In
this situation, the corruption practice in the country will be more serious. In theory, the
responsibility of corruption control is of the executive branch of the state. Because of the
political instability, executive branch of Nepal may not be able to control the pervasive
corruption for some years to come. Therefore, the following steps should be taken into
account in controlling of corruption in Nepal for the time-being;

(1) The New Constitution should provide sufficient and strong authority to the
Commission for the Investigation of Abuse of Authority (CIAA).
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The existing corruption control act should be amended as per the provision of
international commitments made by Nepal through UN Convention against
Corruption.

It is suggested that all anti-corruption bodies should be brought under the umbrella
of CIAA for some years.

The technical capacity of the CIAA should be enhanced so that it would be able to
investigate the corruption practices in construction of infrastructures.

The commission should be expanded in regional level headed by a commissioner in
each region of the country.

The commission should have its own cadre of officials, like in the Office of the Auditor
General of Nepal.

Special Court should be made more effective with more judges, staffs and resources.
In the long run, however, corruption should be controlled through the public sector
reform initiatives as discussed above.
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Beneficial Ownership and Governance

Y\ Maha Prasad Adhikari*

Introduction

The term beneficial ownership refers to the identification of true beneficiary hidden
behind any business transaction or institution or property. Many business houses as well
as individuals are carrying out their business through the creation of special vehicles. It
is also evident from the experience that numbers of corporate vehicles are misused for

individuals benefit or laundering proceeds of crimes by disguising their identity.

The concept of beneficial ownership is becoming a serious concern for most of the entire
world and particularly, agencies established for the governance. Financial Action Task
Force (FATF) has also shown its concern and defined the beneficial ownership/owner as
"the natural person(s) who ultimately owns or control customer and or the natural person
on whose behalf a transaction is being conducted. It also includes those persons who

exercise ultimate effective control over a legal person or arrangement."

Proceeds of crimes and beneficial ownership

The use of corporate vehicle by disguising the owner’s identity creates huge risks in term
of money laundering, terrorist financing and other related crimes. Criminals and those
having illegal properties prefer to use such vehicles to carry out their activities distancing
themselves from the properties that would generate huge loss to the society. Hence it is one
of the key areas of risk that should be taken cared by the national authorities responsible

for combating corruption, tax evasion and money laundering.

CDD for Beneficial Ownership

FATF standards, UN Conventions against crimes including anti-corruption as well as the
newly enacted Nepalese laws prohibit all financial institutions from keeping anonymous
account/s and accounts/s in fictitious names. The same instruments require them to
conduct customer due diligence (CDD) as well as adopt measures to identify the beneficial
owner hiding behind the visible customer. Preventatively, it also requires financial

institution to have a reliable and independent source documents, data and information

Deputy Governor, Nepal Rastra Bank
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about the customer so that banks accounts are not used for criminal purpose. It is the
responsibility of financial institution to perform all these activities up to its satisfaction,
while establishing their business relationship and throughout the period the relationship
is maintained with. For any entity, other arrangements or other business vehicle, financial

institution should know the ownership and also the control structure of the customer.

The corporate vehicle needs to be more transparent. It is also equally important in the case
of professionals who are engaged on creation and management of such vehicles. However,
such legal measures are limited only with financial sectors and in some other institutions
to a limited extent. Such efforts cannot be more effective unless other laws on registering

and regulating entities and independent professions are amended.

Corporate Incorporation and Beneficial Ownership

Institutions and corporate conglomerates are used to make the ownership structure more
complex so that the ultimate beneficiary or beneficial owner cannot be identified and
the illicit proceeds could be converted in to clean assets. In order to prevent from such
practices the incorporation process should be well equipped with the identification of
true owner with clear source of fund being invested. Registry is the most valuable sources
of information about corporate ownership. Registration is the main foundation whereby
complexities may be generated or solved and consecutive effect is imparted into governance.
As stated above laws that register and license any type of legal entities should be amended
so that registration and licensing authorities are mandated to grab detail information of
body corporate, its ownership structures, beneficial owners etc. in an updated form. Laws

should provide mandate to share such information with related agencies.

One of the ways to disguise the ownership of corporate body is issuance of bearer shares
and bearer share warrant. In this context, it is required to have stringent measures to
overcome the situation of disguise or dummy ownership. The holding of bearer share,
bearer share warrant, bearer dividend warrant, and longer period blank transfer needs
to be prohibited, if not well restricted in practice. For this the role of securities market

regulator is critical one.

Licensing Norms for Beneficial ownership

There are many types of businesses where specific license to conduct the business
transaction is needed. One of such sector is financial sector. The licensing policy of this

sector normally imparted with fit and proper mechanism, where such beneficial owners

TR 2089 - 96



of such corporate can be well identified and the source of income for such investment is

also analyzed.

Cross Border Transaction, PEPs and Beneficial Ownership

The corporate vehicle in case of foreign participation is normally riskier. It is highly likely
that such vehicle is established with combined effort of foreign politically exposed person
and the business people. Hence, it is required to have additional due diligence measures
for the foreign politically exposed person (PEPs) in addition to normal customer due
diligence. It is required to have identification of beneficial owner of such customer with
establishing source of fund and enhanced CDD not only limiting to an individual but also
to all family members of the PEPs.

In the cross border activities criminals are also active for committing the crime through
corporate vehicles. They prefer to conceal their identity behind the chain of different
conglomerates and corporate vehicles created in different jurisdictions. To address this
issue international cooperation as well as use of financial intelligence Unit and newly
enacted mutual legal assistance law is valuable. Collection of ownership information
where the vehicle is registered and sharing such information with other jurisdiction is

critical for combating any types of proceeds of crimes.

Trust and Beneficial ownership

Some category of corporate vehicles is formed in such a way that their ownership is so
diversified and in many cases it seems that it has no such natural person as an owner.
NGO, INGO, express trust is some of them. In such agencies the benefits of transactions
are routed through the salary, perks, benefits, incentives and project related expenses
and not as dividend. In these cases it is hard to trace out the real beneficiary and grand-
designers. In such complex case, people responsible for the control and operation of
the business such as person involved on strategic decision, CEO, MD, CFO etc. can be

considered as ultimate beneficiary.

Investigation and Beneficial Ownership

Creation of a corporate vehicle for the purpose of business is highly encouraging initiative.
At the same time such vehicles are also used as the means of corruption, means to park
illicit money, tax evasion etc. Once the law enforcement authorities are effective and start

playing their role, corrupt people normally start parking proceeds of corruption in the
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name of such vehicle or hiding the proceeds through other peoples' name. Hence, scope
and jurisdiction of agencies mandated for anti corruption investigation should not be

limited and must govern as per the conventions in which the country is party to.

The practice of true owner behind the chain of corporate vehicle has created big challenge
to the investigator. Based on the finding of the mutual evaluation conducted by FATF
and FSRBs, most of the law enforcement agencies around the globe are well mandated
to obtain such beneficial ownership information. However, quality and adequacy of
information seems very poor. The identification of beneficial ownership that supports
to the identification of such hidden property earned through any predicate offence is
almost difficult unless appropriate measure is taken by respective authority to identify the

beneficial owner.

UN Convention against corruption, STAR Initiatives and FATF standards are some of the
effective measures to combat such activities including corruption. Expansion of the anti-
corruption initiatives to private sector and strict application of AML laws are major anti-
corruption instruments even stated under UN convention against corruption. Similarly,
use of instruments like financial intelligence, through FIU/NRB, undercover operations,
use of MLA and the newly enacted laws for confiscation of the proceeds of crimes can be

instrumental for better discovery of beneficial ownership and control of crimes.
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Curbing Corruption: Some Considerations
on Grand and Political Corruption in Nepal

S\ Keshab Prasad Bhattarai*

Corruption is a deep-rooted threat that has eaten into the vitals of society, distorted all
values and made mincemeat of morality and truth. In the context of Nepal, this social
menace has grown up to gigantic proportions and there is hardly any sphere of social,
political, economic or even religious activity that is free of deception and corruption
of some kind. Recent actions taken by Commission for the Investigation for Abuse of
Authority (CIAA) have flared up discussion on the nature and type of corruption, an
anti-corruption agency has to deal with in Nepal. Usually people hold the perception
that unless high level bureaucrats and politicians are caught and prosecuted, corruption
control is impossible. This is a general sentiment in many countries where corruption
is found to be pervasive. Some of the reasons why resource abundant countries remain
poor are because of their mismanagement and pervasive nature of corruption. Obviously
political leaders and senior bureaucrats are thought to be responsible for such unwanted
state of affairs. People and civil society activists time and again voice their concern in
various forum that anti-corruption agencies are always entangled in trivial and minor
cases by catching 'small flies' which has no significant impact in curbing corruption. It is
alleged that political leaders and top bureaucrats dubbed as 'big fishes' are roaming free
who are main culprits in pocketing national resources for their personal gain.

Before dwelling on the details of the investigation history and the present situation on
the prosecution of the so called "Big Fishes" in our context, it is worthwhile to explore
fundamentals of the categorization of corruption itself. Different organizations and
scholars working on the anti-corruption movement has defined corruption differently
and there is no any concrete or homogeneous delineation on the basis of which we can
conclude that any specific case falls under certain category. Therefore the Big fishes versus
Small flies taxonomy is an informal kind of grouping popular in different societies but
denoting and meaning different scale of severity of corrupt practices. Almost similar
terminology is the 'grand’ or 'petty’ corruption, the names used by many agencies or
advocates of anti-corruption movement. No need to mention that different societies have
different assumption on the amount or gravity of corruption to befall into the grand form
of corruption. In other words, we can simply categorize the corruption on the basis of the
form of corrupt practices. It is common understanding that grand corruption is such mal-
practices which are largely committed by the politicians who has the authority to devise

Former Secretary, Government of Nepal.
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any policy or take decision on major issues. However, for general understanding grand
corruption is used synonymously to political corruption, while bureaucratic corruption
is generally regarded as petty corruption. But this always does not hold true as even
bureaucrats could be found guilty in cases of large scale wrongdoings.

Transparency International has described political corruption "as abuse of entrusted
power by political leaders for private gain."

Grand corruption involves top officials and political decision-makers, is large in scale and
often involves great amounts of money. In grand corruption, highly placed individuals
exploit their positions to extract bribes, embezzle large sums of money, or tailor regulations
to benefit their private interests (Andvig and Fjeldstad, 2001).> If the bribed personality
in such case is a politician or a policy maker who can influence the policies in exchange
for a side payment, it is political corruption. Petty corruption occurs in low level contacts
between citizens and officials often in providing public services and utilities and lower
level public servants and service providers are involved.

Inge Amundsen has described political corruption as two inter connected processes.
According to him under one process ruling elites abuse their hold on power to extract and
accumulate resources while the other process is the corrupt use of such extracted resources
to maintain or strengthen their hold on power or enlarge their base of influence.

Political corruption is driven by those who make policy decisions on laws and regulations,
and allocate basic resources of the state.> However, all such decisions are not necessarily
made by the politically elected or appointed representatives.

Political corruption can serve two purposes. One the one hand it enriches private political
person or a politically organized group while at the same time it can be used to lengthen
the reign of any political groups by misusing the public money extracted from illegal
means.

More serious cases of grand scale of political corruptions are directed to extracting and
amassing huge sum of money primarily through massive amount of illegal commission
derived from public procurement, licensing national monopolies, giving undue favor to
certain businesses or selling national assets etc. On the other hand, such amassed assets
and monies are spent or misused for political purposes. Some notorious examples of grand
political corruption includes the funds allegedly embezzled by then President Suharto of
Indonesia who is said to have stolen up to 35 billion US dollar during his time in power.
President Ferdinand Marcos of the Philippines, President Mobutu Sese Seko of Zaire and
President Sani Abacha of Nigeria are some of the major culprits found guilty of stealing

1 Global Corruption Report 2004 , Transparency International, Page 11
2 Quoted in Everyday Opinions on Grand and Petty Corruption : A Portuguese Study , pp 7
3 Corruption and Development, UNDP : Page 9
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national assets for personal gain. Obviously tyrannical and autocratic societies provide
fertile ground for grand political corruption to thrive. Natural resources of the particular
nation or the society have become the prey of such illegal hunters.

Procurement in military hardware has been found to be one of the hot spot for political
corruption worldwide. On the pretext of national security concern, procurement in
military services is immune to and not properly scrutinized by the national agencies
responsible for overseeing it. It is the general secrecy and less transparency in the outlays
for defense outlays and its spending which breeds corruption. Military spending are more
prone to corruption as they are relatively capital intensive in nature and therefore the
supplying firms have incentive to bribe the authorities in huge scale. The firms also feel
more secure in such military contract as the overseeing agencies are hesitant to directly
interfere in their maneuver.

India's Bofors Scandal was related to procurement of military equipment -155 mm Swedish
Howitzer guns where Indian politicians were involved and the then Prime Minister of
India was implicated. It was alleged that the Indian authorities were paid US$ 10 million
as kickback in the purchase of 410 howitzer guns with a cost of US dollar 1.3 billion.

Political Corruption in Nepal

Quite a number of constant scrupulous efforts have been made by CIAA, the supreme anti-
corruption agency to uncover grand scale corruption in Nepal that has direct or indirect
involvement of some top-notch political figures. The CPAA, the precursor of present
CIAA indicted the former Prime Minister Tulsi Giri along with other three prominent
ministers who were found guilty of abuse of power in a Carpet Export Scandal during
1960s. CIAA implicated many officials including ministers in various scams related to
renting aircrafts for the national flag carrier known in the Nepali corruption history as
Dhamija Scandal and the Lauda Air Scandal. In different times, CIAA has prosecuted
some highly influential ministers and high level civil and police officials on charge of
possession of unexplained wealth. Former ministers Chiranjibi Wagle, Jay Prakash Gupta,
Khum Bahadur Khadka, Rabindra Nath Sharma and Gobinda Raj Joshi were booked as
they could not furnish satisfactory explanation of the lawful sources of their possession
of wealth. Similarly former Inspector General of Nepal Police - Achyut Krishna Kharel,
Motilal Bohora, Pradip Shumsher Rana, National Trading Limited General Manager
Ramagya Prasad Chaturvedi, General Manager of Nepal Oil Corporation Madan Kumar
Sharma, were also impeached on charge of illicit enrichment. CIAA has been appreciated
for its bold step taken to uncover the corruption committed by dozens of civil servants
in various public agencies including those in revenue, police and public works. In the last
fiscal year alone CIAA prosecuted a total of 495 persons in 168 cases filed in the Special
Court. However, public perception indicates that the level and scale of corruption has
further deteriorated in recent years despite rigorous efforts done by enforcement agencies.
It is thus evident that only punitive measures or sporadic and intermittent actions are
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not enough to fight corruption but such efforts must be supplemented by preventive
measures.

Small flies or Big fishes?

All types of corruptions are bad whether they are petty or grand. Petty corruption usually
means bribery to be paid to lower level employees to get the services done. They are
bribed in times of getting public services by poor people who even hesitate to enter into
government offices. Land Registration Offices, District Offices, Cooperatives, Small and
Cottage Industry Offices, Transport Management Offices, Custom and Tax Offices are
mostly visited government offices to get public services and it is alleged that general
people do not get services without paying extra money to the civil servants in many of
such offices. Moreover the time consuming and often lengthy and ambiguous procedures
of the government offices are too difficult to understand by them. To overcome such
difficulty they are forced to get the services of the middlemen who extort from them to
pay bribe to the office bearers. The extortion and the bribe taken from these 'barefooted'
and mostly rural peasants further aggravates their economic vulnerability and shatters
their belief on the whole system . Such petty corruptions are much more visible, affect
daily lives of the ordinary people and have negative impression against the incumbent
regime. It is easier for the enforcement agencies to target petty corruption to show its
visibility to the public that they are working hard to contain the menace of corruption,
while general pubic are not pleased with such enforcement activities.

Corruptions at grand scale are difficult to detect as they are less visible. General mass
perceives thatanti-corruption agencies do not have the courage to investigate and prosecute
grand corruption and those big fishes - often fingers pointed to the politicians - in such
scandals and believe that politicians are secluded to legal actions by these agencies.

Political Corruption and Party Financing

One of the major reasons behind the political corruption is related with the electoral
system because the candidate has to spend money for election campaign or for buying
votes to secure election. Regular and periodic elections are the basic characteristics of
modern democracy. Election can be won when political parties have strong presence in
the society, they are active and effective in taking up the societal issues and raising and
shouldering peoples' voices and concerns. In less developed countries, majority voters are
not educated and could be easily allured with small amount of money or daily necessities
to buy their favor. On the other hand political campaigning itself has become so expensive
that normal party financing through membership levies and small donation could not meet
the regular expenses for the party. The travel cost, advertizing and electioneering cost has
soared many folds in recent times. In United Kingdom political parties are struggling to
meet the expenditure and were getting into debt to fund the costs. Labor party incurred a
debt of 27 million and the Conservative Party had a deficit of 18 Million Sterling Pounds
in 2005 election.*

4 Transparency International: Corruption and the Funding of UK Political Parties , Page 6
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In a civilized expression the generation of financial resources through donation is
named as party financing but the whole electoral system has become corrupted because
of such practices. This problem is not only confined to underdeveloped countries but
this has also equally gripped to rich and developed democratic countries. Extravagantly
expensive election campaign has time and again given rise to corrupt practices in western
democracies like USA, France, and Germany.

Political party financing related corruption can take various forms and manifestations.
The major types of such corruption can include illegal expenditure including vote buying,
funding from infamous sources such as organized crime, selling appointments, honors or
access to information, abuse of state resources, personal enrichment, political contribution
for favors, contracts or policy changes etc.’ Political corruption because of party financing
can have various motives such as support for ideological reason, longing for social honors
or striving for material benefit. There is no doubt that any donation made by individuals
and business firm aspire to get return in terms of policy favors once the party or the
politician comes into power.

In Nepal, political parties are absolutely opaque in their financing matters and the
prevailing law on political party financing seems relaxed and lenient. The only provision in
Nepalese election law stipulates that all political parties should submit the details of their
income and expenses within 6 months of the commencement of the fiscal year.® The code
of conduct framed by the Election Commission for the candidates of the past Constituent
Assembly contesting first past the post election could spend up to Rs.1 million and up to
Rs.100,000 for proportional candidates. If the Code of Conduct is respected fully it would
costs to a minimum of Rs.1 billion for all political parties contesting the election, which
is never a realistic hypothesis as most of the candidates of the major political parties have
had to spend several times more than the prescribed limit.”

Election expenses are managed by the parties through donations, levies and membership
fees. But the most corruptive election finances are the donations raised from businesses,
entrepreneurs and individuals with vested interests. Itis general belief that those businesses
seek returns once the invested candidate or the party comes into power. On the other
hand it is often alleged and has become the talk of the town that those who are aspiring
to fight an election as a particular political party candidate has to 'bribe ' the top-brass
or the party itself to secure candidature. All these practices have direct implications and
often promote malpractices and breeds corruption. When the political leadership itself
is infested with corrupt behavior then, there is no meaning to try to curb it at the lower
echelon of the state machinery.

Curbing Political Corruption

It is generally felt that political corruption become endemic when political will to control

S Transparency International, Global Corruption Report, 2004 Page20
6 Article 12(1) of the Act related to Political Parties, 2058.
7 Karobar, National Daily, 25th September, 2013.

TR 2099 - Y



corruption is weak even though political leadership often pretend that they are seriously
concerned about it. Theoretically, a number of measures could be taken for debarring
the politicians in engaging corrupt practices and making the national integrity system
functional. However, all these theoretical apparatus work only in the platform of sincerity
and honesty.

The most crucial issue of party and campaign financing could be reduced by enacting
stricter legislation which should ensure the transparency of such finances. It is also
imperative to have proper regulations on the disclosure of income and expenditures,
impose limit on their expenditure and consider providing sufficient public funding to
ease the financing burden faced by them. Obligatory provision should be made whereby
political parties, candidates and politicians must disclose assets, income and expenditure
in a regular basis and particularly before and after the election. Disclosure of the value
of assets and liabilities and income sources acts as deterrent against corruption and
patronage in the public sector. Anti-corruption agencies should have the legal mandate
to review and investigate any disproportionate property possessed by all level of political
leaders and high level bureaucrats.

Way Forward

Corruption, whether in political form or otherwise, is one of the daunting challenges of
our time. Corruption scandals erode public confidence on government and increases
people's apathy and frustration towards the legitimacy of the state mechanism. Political
corruption at grand scale has more corrosive effects which deteriorate the moral values
of the society, destabilize the democratic process and undermines the credibility of
democratic institutions and alienates citizens from the government. Small and petty
corruption also has no less destructive consequence to the society. Therefore all forms of
corrupt behaviors must be dealt with ruthless measures.

Different forms of anti-corruption strategies have been advocated by different agencies
and anti-corruption lobbyists. However, essentially all agree on some basic ingredient
of tackling all forms of corruption. One of the fundamental elements in such effort is
strengthening the basic institution of good governance and most notably the judiciary
which must be free and fair. If judiciary itself is corrupt, rule of law become mirage. Good
investigation of corruption cases by independent and efficient enforcement agency is
another prerequisite to create a society free from corruption. No need to mention that
such agency itself should be fair and free from all form of prejudices. Political leaders
in all branches of state - executive, judiciary and the legislature - should themselves be
available to public scrutiny by means of asset disclosure not only for themselves but also
for their family members.

Anti-corruption strategies have persistently emphasized on the preventive measures as
punitive actions alone could not be successful to wipe out corruption from the society.
The United Nation Convention Against Corruption has fully endorsed this idea and
therefore has set aside a full chapter on preventive measures to be adopted by member
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states. Some of the mandatory provisions in the convention are related to developing and
implementing effective anti-corruption policies, installing effective and independent anti-
corruption agencies and promoting integrity, honesty and responsibility among public
official through various measures.

The enduring efforts of our national anti-corruption agency CIAA and its present
leadership to root out corruption is a promising sign that must be appreciated by all
corners of our society. However, the effort of any single agency is never enough to tame the
monster of corruption and therefore, it must be supplemented by political commitment
and peoples' support to create a fair and just Nepali society. We must submit to some
serious introspection and realize the enormity of our weakness which is eating into our
strength as a nation. Once we realize this, it will not be difficult to end corruption at all
levels of life.
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An Observation on Delivery of Public
Services in Nepal

T\ Ramesh Prasad Khanal*

Overview

Former American President Abraham Lincoln on November 19, 1863, at the Soldiers’
National Cemetery in Gettysburg, Pennsylvania, reminded his fellow Americans that
the government should be “of the people, by the people, for the people” Since then, this
famous quote has reverberated around the world and every government strives to “serve”
the people as its core objective. This very principle of serving people through various
means and medium has been the intrinsic factors of public services which have come
of age with the rapid development of science and technology, communication and easy
access to information. Rendering effective services to public, however, has been a major
challenge for developing countries like Nepal where systemic approach to public service
delivery is recently an evolving phenomenon. Historically and culturally, the concept of
public service delivery has remained under the shadow of feudalism, rife with nepotism,
favoritism and imbued with family linkages, clan and caste. For instance, terms like
“Source-force”, “Bhan-Sun” (Request-Hearing) is prevalent over anything and has become
social norms in Nepal. Instead of developing a systemic mechanism which is the backbone
of good governance, abhorred in speeches and documents, have been seen preferred by
many. Such tendencies have remained as the greatest dilemmas of governance in Nepal
from where it needs to take departure to make service delivery effective, transparent and
accessible to meet the public aspirations in the 21st Century.

Introducing a novel system entails a great deal of risks and sometimes threats to
initiator. Scathing criticisms and attacks from the very establishment and mentors would
not be farfetched. In general perception, government functionaries in Nepal are not there
to provide services or improve their lot but to “rule” them. “Ruling” and “Governing” are
two different terms with different connotations. In modern days, governments do not “rule’;
they are expected to “govern” and “manage” by services to the public. In developed world,
government plays the role of a catalyst by providing services to the public but in the developing
world, the very concept is yet to evolve to its fullest. A systemic mechanism, therefore, would
be trusted by the public if service delivery is actually happening and people feel that they
have been delivered whatever service they require. Skepticism and apprehension prevailing

Joint Secretary, Ministry of Foreign Affairs.
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among the public on accountability, trust and competence of government services should
always be a matter of concern for the government agencies and its officials.

It’s a known fact that governments are the largest service providers in all countries in
the world; only the degree of government’s involvement may vary. It is indeed a fact
that the waves of liberalization and privatization ensued in 90s have drastically reduced
the role of the government in public sphere. However, the role of the government in
developing countries is vital where the private sector is still in infant stage. As is evident
in developed countries, most of the services are outsourced in order to provide prompt
services, efficiently and as per the demand of the public. The very concept of outsourcing
would be not that much effective in developing world due to various reasons such as
poverty, ignorance, lack of regulations and ineffective implementation of existing laws
and regulations etc. General perception is that people choose a form of government to
receive services that are under government domain and recognized by international
community; for the services they wish to receive, and for these services people pay taxes
to the government. Hence, government which is run by people’s taxes is obliged to render
services to people as per their demand. Services may vary from an authoritarian to
democratic government. Whatever the form of government, the motto of service delivery
is to satisfy the demand of the people with transparent policy, swift action and prompt
decisions as required.

The concept of delivery of public services in Nepal is undergoing a massive transformation
in recent years with call for good governance, accountability and transparency in
government functionaries. Call for removing discrepancy in public policy formation and
implementation of the very policy through service delivery has been raised by different
stakeholders such as civil society, consumer groups, policy makers and affected bodies of
people. It is believed that the political transition that Nepal has been experiencing for last
few years and absence of a new constitution has adversely affected the service delivery and
has created vacuum in accountability of the institutions.

The fate of Nepal has been that neither public nor private service delivery is up to the mark
and satisfactory to the public. In order to provide services to people, the Government
of Nepal adopted policy of transparency by spreading information through the Nagarik
Badapatra (Citizens’ Charter). The Charter has been seen hanging in front of the public
offices identifying services and medium of obtaining these services by public. Government
has recently introduced Citizens’ Charter with compensation for delay in services or error
in procedures to receive services by the people. Though the Charter with compensation
provision has yet to be launched in all public offices for rendering services, it has brought
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numerous question on viability of such option in countries like Nepal where effective
system of accountability has not yet been evolved. Though it seems like an ambitious
step by the government, and sometimes it may create terror among service providers
to take action or decisions due to threat of compensation. This may hinder effective
service delivery which is the core of this principle. In order to provide basic information
to the public, websites, communication media, hoarding boards are used for propagation
of service to be rendered by the Government but follow up and effectiveness of such
mechanism has been rarely discussed and evaluated in Nepal’s context.

Basic tenets of service delivery

In order to render effective service delivery, it is suggested to develop a mechanism or
Standard Operating Procedures (SOP) for organizations responsible to provide designated
services to public which sometimes is called as Service Delivery Framework (SDF). SDF,
as defined by the framework “is a set of principles, standards, policies and constraints
used to guide the design, development, deployment, operation and retirement of services
delivered by a service provider with a view to offering a consistent service experience to a
specific user community in a specific business context. An SDF is the context in which a
service provider's capabilities are arranged into services”

The basic tenets of service delivery have to be inculcated in the newly recruited staff in
any organization of the government. Calling a civil servant “Hakim Sab” reflects a colonial
mentality prevailing among people itself. Removal of such innumerable psychological
barriers created over the years would help bring a new wave of governance in Nepal. In
this context, following may be some of pertinent tenets to be followed by officials in public
offices to make them more accountable to public:

e positive attitude towards issues raised by service seekers

e Empathy: putting oneself in another’s shoes

e dedication towards delivery

¢ punctuality and time bound approach to issues

¢ maintaining dignity, honesty and integrity

e Remembering that customers (service seekers) are always right
e Accountability towards public problems

e Transparency in public dealing, maintaining information flow
e Sharing best practices among organizations concerned

e Receiving regular feedbacks from public on service delivery to improve
performance
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Challenges of Service Delivery in Nepal

Nepal at the moment is grappling with myriad challenges of socio-economic development
and its road to modernization is strewn with innumerable difficulties based on geo-
strategic location to geographical condition of the land. Some major challenges for service
delivery in Nepal may be enumerated as follow:

o Insufficient Resources: trained human resources, paucity of physical and financial
resources

e Lack of systemic approach

e Socio- Cultural attitudinal problem

e Insufficient trainings and orientations

e Corruption

e Absence of monitoring and follow up, lack of performance based evaluation
o Failing to designate right person at the right place

e Objectives, goals and output vague and non-apparent

e Absence of effective coordination among government agencies

Conclusion

This is the perfect timing for government agencies to ponder on different ways to improve
services despite every effort to satisfy the demand of the people. One must ask why the
track record of service delivery in Nepal is still regarded as not to the benchmark set by
international standard and people always express dissatisfaction over the services they
receive? It is, therefore, a right time to reinforce resources, creativity and diligence to bring
public service delivery system to the standard of the 21st Century. With the introduction
of automation in every aspect of public services, Nepal can achieve its goals to reach
wider public with much ease and acceptability.

Wider information circulation is the key to success in effective public service delivery.
In the past, governments used to believe in maintaining secrecy in every sphere of
governance, though it is still vital for national security, but information pertaining to
direct public services should not remain in shrouds of secrecy. Opening up to the public
is an important aspect for effective public service delivery.

Corruption has remained as one of the greatest challenges of the governance in public
service in Nepal. According to the Corruption Perceptions Index (CPI) 2013, a report
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by Transparency International (TI), Nepal has achieved a remarkable improvement
in reducing corruption in the last year that ranked Nepal at 116th position out of 177
countries with a total score of 31. The CPI had placed Nepal at 139th position out of 176
countries with a score of 27 in the 2012. Nepal’s march towards gaining more points in the
CPI should also be seen in positive development. Achieving 100 points in CPI would not
be farfetched if determination is shown from political leadership to bureaucrats as well as
public as a whole.

To root out the corruption, to deter the “middlemen” and “agents’, government should
develop a system which would be easily accessible and understandable by common people,
maintain punctuality in service delivery, begin responsive actions to public grievances,
create a situation where direct human contacts are minimized, introduce automation and
onlineservicesasfaras practicable,dofinancial transactions throughbanking channelsonly,
outsource the services that can be done by private sectors such as garbage collection, road
cleaning, water supply etc. Similarly, public service delivery system should be developed
as an integral part of “rule-based system of public administration, that leaves little to the
individual judgment of bureaucrats, can ensure consistent and acceptable levels of public
service”In Nepalese context, it would be pertinent to give added emphasis on recruitment
of public service providers with a new perspective and vigor in order to develop them
into a customer-driven workforce which, in long term, would contribute to the overall
development of the country. Service providers, thus recruited, should be provided with
professional trainings and orientation programs as well as enough incentives-financial or
ample opportunities for career development. Once such system of governance is in place,
delivery of public services would be much more dependable, accountable and transparent
and would help serve the wider audience.
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Corruption: Impacts and Remedies

S\ Pashupati Upadhyay*

Corruption- the biggest evil in our Society is not a new phenomenon. It has been prevalent
everywhere since ancient times. The term corruption has various definitions. The United
Nations Manual on Anti-Corruption, the Transparency International, and the multilateral
financial institutions like the World Bank and Asian Development Bank define corruption
as, “abuse of public office for private gains” However, scholars have described corruption
differently. In lateral sense, corruption denotes perversion of morality, integrity, character
or duty out of covetous motives. In other words, undue favor for some monetary or
other gains is corruption. Simultaneously, depriving people their right or privilege is
also a corrupt practice. Shrinking from one’s duty or dereliction of duty are also forms of
corruption. Besides, wastage of public property, dishonesty, exploitation and malpractices

are other various contents.

Corruption can be need-based or greed-based. It has not only led to the malfunctioning of
the administrative system or poor law and order, but also some serious causes like poverty
and red tapism. It is growing massively in huge proportions and there is barely any sphere
of social, political, economic and even religious activity that is free from corruption of
some kind. Among many, one of the causes of corruption is emotional state of a person.
There are numerous emotional factors that can help explain some types of corruption. In
an environment where an individual sees others around him/her benefiting from undue

proceeds, they may well choose too.

Moreover, monopoly of power can also be a cause. This could often apply or exist for the
simple reason that people in power are the ones mainly charged with the responsibility of
governance. Thus, discretionary powers and their flagrant abuse of office by public official
against underprivileged people is one of the vital reasons of corruption. Furthermore,
weak judicial system is also a serious cause. Emergence of political elites whose beliefs are
governed by personal interests rather than nation building programs and policies add up

to the negative performance in offices.

Tolerance of people, complete lack of intense public outcry against, and the absence

of strong public forum to oppose corruption allows the menace to reign over people.

DIG, Nepal Police
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Greater populace fixed with widespread illiteracy and the poor economic infrastructure
lead to endemic corruption in public life. In a highly inflationary economy, low salaries of
government officials compel them to resort to the road of illicit income, guided strongly

with fulfilling personal desires.

The impact of corruption on developing countries cannot be overemphasized. The results
are often disastrous, normally arising out of the choices and priorities of governments
with regards to national policies and strategies. This occurs when the real development
priorities of a country are often neglected in favor of those that generate the greatest

personal gains for the decision makers.

The menace of corruption has links to a multitude of vices. Its roots are linked to injustice,
creating a sense of insecurity, poverty and add to the misfortune of the vulnerable
segments of the society. It also instills a sense of hopelessness and threatens the strength
of good values, which have been established over centuries of civilized struggle. Today;, it
is taken as one of the greatest factors hindering development and hurdling democracy,
affecting the growth of a nation adversely. It reduces the government’s income and creates
inequalities in distribution of income and wealth. National development is affected to a

greater extent - economically, socially and politically.

The ultimate victim of corruption and poverty is the human dignity itself, causing breach
in the social order and emerging as a potential threat to prosperity, peace and stability
of human civilization across the globe. Adverse government spending leads to serious
reduction in impact of development programmes and results in perpetual increase in cost

of maintenance of public assets.

It may not be possible to root out corruption completely at all levels but could be contained
within tolerable limits. Work ethics of yet honest officials in public life, control over
electoral expenses could be the most important prescriptions to combat corruption. It
has corrosive impact on our economy, worsening our image in international market and

leads to loss of overseas opportunities.

To root out the evil of corruption from society, we need to make a comprehensive code of
conduct for politicians and bureaucrats, and such code should be strictly enforced. Judiciary
should be given more independence and initiatives on issues related to corruption. Courts
should be set-up to take up such issues. Law and order machinery should be allowed
to work without political interference. Media should come forward to create awareness

against corruption in society and educate people to combat this evil.
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Remedies

A.

Strong laws should be made so that there is no vacancy for discretion for politicians
and bureaucrats. The role of the politicians should be minimized to the fundamentals.
Application of the evolved policies should be left in the hands of independent
Commission or Authority in each area of public interest. Decision of the Commission
or Authority should be challengeable only in the courts.

Responsiveness, accountability and transparency are must for a clean system.
Bureaucracy, the backbone of good governance, should be made more citizens
friendly; accountable, ethical, transparent and devotional.

Courts should be opened for speedy and inexpensive justice so that cases don'’t linger
in the courts for ages and justice is delivered on time.

Local bodies and public related government offices should be formed to provide
figurative service with low expenses.

Good governance remains at the forefront of every aspect of our life. Governance has
to be good in its manifestation.

Fighting corruption effectively is a herculean task and hugely depends on the political

will, law projection and financial resources. The responsibility lies on every shoulder,

not only upon a Commission, Authority or any single governmental organ. However, as

all the policies and strategies are carried out by governmental machineries, it is again

governmental prerogative that it doesn’t act to safeguard illegitimate / corrupt practices at

all level. A green signal to a corrupt ‘situation’ at the government’s behest means injustice

to the community at large. Keeping this in mind, nation should let the law perform

freely, take the due course itself, without creating hindrance of any kind whatsoever; thus

promoting environment of ‘Rule of Law’ in real sense.

*
kk
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Anti-Corruption Drive for
Good Governance and CIAA

Can we strengthen a watch dog as a biting dog?

2 Dr. Dinesh Pant*

1. Governance capability and corruption control

Development is an outcome of appropriate mix of policy, resource and institutional
capacity. In view of the government’s inability to spend even allocated expenditure budget
despite the increased capability to raise revenues and the continued willingness of donors
to support development process, Nepal has not any serious problem of resources, nor
has there been a problem of policy. A lot of good policies have already been designed and
practiced, though the problems relating to their consistency, execution predictability and
compliance are often experienced. Of the three elements of development as cited earlier,
what is mostly missing is the “institutional capacity” as this has always taken a back-seat
in our development planning and execution exercises. Almost all development strategies
articulated so far in Nepal have failed to address the issues of building institutional
capacity to execute development plans, policies and projects efficiently and effectively.
Such a capacity is very much related with governance system and its capability.

Governance system of a nation-state covers several aspects of state affairs. It tends to refer
mainly to institutional capabilities and orderliness in behaviors in all sectors of national life.
It is also defined as traditions and institutions by which authority in a country is exercised,
including the "process" by which governments are selected, monitored and replaced, the
"capacity" of the government to effectively formulate and implement sound policies and
the "respect"” of citizens and the state for the institutions that govern economic and social
interactions among them (Kaufmann, Kraay and Mastruzzi, 2010).

Inrelatively developed nations (e.g., Eastern Asiaand Europe), governance problems are often
found well managed as if their economic development has been immune to minimize the
negative impact of poor governance. However, development is not a pre-condition for good
governance; it tends to only help sustain and promote good governance. It is not necessary
that Nepal needs to wait for development to take place first for having good governance.
Good governance has led to development of a nation in most cases. Nevertheless, “state-

Senior National Advisor for the Project to Prepare Public Administration for State Reforms, GoN/MoGA-
UNDP
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building” in terms of “development of institutions,” especially democratic ones, can be a pre-
condition for having good governance. Governance reform activities must be carried out
unconditionally on a continuous basis, irrespective of the level of development, as a means
of accelerating national development though their approaches may need regular updating
as per the situational needs of the country (Pant, 2007a).

The main criterion for measuring impact of the on-going state restructuring and
transformation process in Nepal in coming years would be the achievement of good
governance. The quality of governance can be measured with different sets of standards
as per the conditions of the country. In Nepalese context, it should reflect changes at least
in five such aspects as: a) inclusion of different sections of people in decision-making
through competitive processes, with some time-bound special provision for inclusion of
women and socially excluded groups of the society; b) institutional capabilities to run
the state affairs; c) predictability in policy and rule interpretation of public offices and
behaviors of public officials; d) people's increased faith and confidence in government;
and e) maintenance of integrity and ethical standards in public dealings (Pant 2007a).

Of all these aspects, high level of compliance with ethical standards and zero-tolerance
for corruption is the main indicator of good governance, which is also related to quality of
all-round national development as economic growth can be attained even with high level
of corruption. This is where anti-corruption drive for high integrity of society becomes a
central point of public policy as well as practices.

This paper attempts to briefly review corruption situation, policy-legal environment for
anti-corruption drive and the issues and challenges in Nepal, with focus on the roles of the
Commission for Investigation of Abuse of Authority (CIAA).

2. Corruption situation in Nepal:

2.1 Global Index:

It is not possible to measure the level of corruption absolutely at national level as it also
remains unrevealed. Different indexes of corruption at national and international levels
prepared by different agencies are in use with differences in the criteria used for developing
them. Among them, Corruption Perception Index (CPI) of Transparency International
and the Governance Indicators of the World Bank can be cited here because of their
familiarity among our Nepali policy makers and other communities.

Though Nepal’s score on CPI has been fluctuating in recent years, it has always been at the
lower extreme. It is so even among SAARC member nations. As shown in Table 1, Nepal’s
score in 100 was between 27 and 31 at lower extreme in the last three years. Its rank is
126" out of 174 countries in 2014, which is lower rank compared to what was in 2013 but
higher than the rank in 2012.It had ranked 125" country in CPI of 163 countries in 2006,
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94" of 146 in 2004 and 123" of 159 in 2005. Interestingly, compared to other SAARC
nations, Nepal always scored higher than Bangladesh and Afghanistan only while India,
Bhutan and Sri Lanka have often shown positive moves on this index.

Table 1: Corruption Perception Index of SAARC Countries

Country 2014 Rank 2014 2013 2013 2012 2012
(score)* Rank (Score)* Rank (Score)*
Nepal 126 29 116 31 139 27
Bangladesh 145 25 136 27 144 26
Bhutan 30 65 31 63 33 63
India 85 38 94 36 94 36
Pakistan 126 29 127 28 139 27
Sri Lanka 85 38 91 37 79 40
Maldives NA NA NA NA NA NA
Afghanistan 172 12 175 8 174 8
Total Countries 174 177 176

Source: Transparency International, 2014

Nepal has not performed well in anti-corruption front in recent years in view of its score
in the “Control of Corruption” measure of Governance Index of the World Bank. Its
percentile rank in control of corruption in the last eight years varied between 23 and 31
out of 100, which is higher than percentile rank of Afghanistan, Bangladesh and Pakistan
and but lower than the percentile rank of Bhutan, India, Maldives and Sri Lanka in South
Asian region during the same period (details in Table 2).

Table 2: Governance Index: Control of Corruption

(In percentile rank of 212 countries derived in a scale of 0-100)

Year | Nepal | Afghanistan | Bangladesh | Bhutan | India | Maldives | Pakistan | Sri Lanka
2006 | 30.24 3.41 3.90| 75.12| 45.85 36.10 2341 52.68
2008 | 26.21 0.97 14.08| 74.76| 43.69 18.93 21.84 5291
2010 | 30.95 0.95 14.76 | 75.24| 36.19 35.71 13.33 43.33
2012 | 2297 191 21.05| 77.51| 34.93 40.67 13.88 51.67
2013 | 29.19 191 20.57| 77.99| 35.89 37.80 17.70 51.67

Source: Kaufmann, Kraay, and Mastruzzi (2013)

Corruption indexes of both TI and The World Bank provide also an evidence of correlation
between level of corruption control and economic growth, implying that either higher
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income reflecting higher economic growth results in good governance or good governance
leads to economic growth. In a research study on governance index with six indicators
undertaken by Kaufmann, Kraay and Mastruzzi (2007), Nepal and similar less developed
countries like Bangladesh, Afghanistan and Pakistan have poorly ranked while the other
developed countries like USA, UK and Japan have secured higher ranks.

As revealed by the Global Corruption Barometer Survey, the percentage of respondents
saying "corruption increased a lot in Nepal” jumped from 63% in 2011 to 72% in 2013. The
survey also points out the political parties (90%) as highly corrupt institutions in Nepal,
which are followed by public officials (85%), police (80%) and parliament (79%). Likewise,
in the Global Integrity Index, Nepal’s rank (as per data available for a period of 2006-09)
has been rated as very weak (quoted from CIAA 2014).

2.2 Weak and bad governance:

Political leaders have occasionally shown their abilities to bring historic political changes
in Nepal, but the state of governance system under their leadership continues to be
weaker and worsening. The country witnessed the end of 104-old oligarchic rule of Rana
family and shift to multi-party democratic system in 1951 and then the emergence of the
party-less Panchayat system in 1960, the restored multi-party democracy in 1990 and
the republic state in 2007. Five constitutions were promulgated between 1951 and 2007.
Unfortunately, people are still struggling for getting a constitution written in a way that
can address the needs of people from different social sections and economic strata.

In the last few decades, a number of corruption scandals involving top political leaders
have come to surface like carpet scandal, Lauda Air scandal, Sudan scam, alleged misuse
and mismanagement of huge funds for cantonment (holding Maoist solders in the post
conflict years) and so on. Almost all corruption scandals that took place at administrative
levels are also allegedly influenced by the political leaders. The anti-corruption actions
involving senior political leaders and administrators have often received cold shoulders
of the political leaders and Government in this period. For instance, although the
promulgation of Political Parties Act 2002 for regulating the political parties has provided
the anti-graft agency a basis with some clout to keep control of them through monitoring
of their accounts, the behaviors of political parties have often been non-professional and
un-cooperative. More often political parties, including the major ones, have failed to
furnish financial statements to designated authorities after election. Likewise, political
leaders have frequently lagged behind to submit declaration of properties after joining
government and in succeeding years in accordance with the law. The image of political
leaders has been very poor among the people, especially in the last 10 years lowering
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morale of ethical persons. Public image of administrators continues to be built as those
who are slow, inefficient, self-centric, less concerned of people’s needs and suffering,
sycophant, scared of taking risks and so on.

2.3 Mismanagement of public funds

Corruption grows in situation of mismanagement, financial indiscipline and lack of low
transparency and public accountability in administrative affairs and low morale and
integrity of people involved in public dealings. Moreover, this also fosters in the absence
of clarity in policies and legal provisions and close monitoring as well as stern actions
against the culprits. In a recently published report of the Auditor General of Nepal, the
amount of cumulative unsettled accounts has reached some NRs 343 billion, which is half
of the current year’s national budget (Acharya 2014). The unsettled accounts also include
tax arrears of NRs 93 billion and advance payments of NRs 33 billion.

This is a clear indication of not only mismanagement of resources, with many suspected
cases of corruption, but also the level of indifference among the administrative and
political officials towards such a serious issue. This too is a form of corruption in public
administration of the country. It seems that the presence of constitutional body like
Auditor General has been limited to reporting to the President and Parliament and but the
other high level bodies concerned with promoting good governance and anti-corruption
like CIAA and parliamentary committees have hardly shown their serious concerns with
such cases.

2.4 Public complaints and revelation of corruption cases

The number of complaints received in CIAA has consistently increased in recent years
indicating the volume of suspected cases of corruption, administrative malpractices
and dissatisfaction of people over delivery of public services. The number of complaints
increased dramatically from 564 in 1990/91 to 1261 in 2001/02, 4324 in 2006/07 and 11289
in 2012/13. Likewise, the number of complaints resolved too has gone up significantly
from 581 in 1991/92 to 1261 in 2001/02, 3353 in 2006/07 and to 6672 in 2012/13.

Till now, several cases of corruption have come to surface. In recent years, several cases
of corruption are reported in different areas of development and public services, like
education, transport and traffic management, land administration, energy, management
of forest and other natural resources, health (procurement and supplies of medicines and
equipment), infrastructure development, regulating foreign employment, immigration,
setting, networking, syndicating in supply of goods and services and so on. Most of these
are revealed through CIAA’s investigations.

THIHT Q099 - 3R



The situation of anti-corruption initiatives in Nepal can also be reviewed in terms of how
the existing policy-legal framework has created enabling environment for fighting with
corruption.

3. Policy environment for anti-corruption in Nepal

3.1 Anti-corruption in national policy

The history of administrative reform (also referring to governance reform) is very long in
Nepal. Public administration reform was incorporated as a program in the sixth plan (1980-
85), which was the first time that any national periodic plan of the country recognized
administrative reform as a strategy for improving the capability for plan implementation.
It constituted one of the four pillars of poverty reduction strategy in the Tenth Plan (2000-
05). Even the present Three Year Plan (2013-16) has identified good governance as one of
its policy thrust areas. What is interesting is that anti-corruption has been a focus area
in almost all public administration / governance reform policies of the periodic national
development plans.

The current three-year plan has provisioned a separate set of goals, strategies and working
policies on corruption control, under its good governance policy. It seeks to: a) extend
support to good governance by controlling corrupt activities; and b) create corruption-
free society through promotion of moral conduct, honesty and accountability in all spheres
of national life. The three strategies envisaged in the plan are: a) undertaking awareness-
building, preventive and punitive programs for corruption control; b) enforcing objective
and transparent standards for controlling corruption in public management; and c) bring
private and non-government sectors into scope of corruption control. It has emphasized
on creating conditions for effective execution of the United Nations Convention Against
Corruption (UNCAC) as well as strengthening of anti-corruption agencies, including
CIAA (NPC 2014).

Various other policies, plan and strategies have been designed by the government in the
recent past. Among the major policy initiatives taken by the Office of Prime Minister
and Council of Ministers (OPMCM) are National Anti-corruption Strategy (2009), Anti-
corruption Action Plan (2011) and Anti-corruption Strategy with Action Plan 2012. The
Anti-corruption Work Plan in 2010, announced by the Government on the basis of the
Anti-corruption Strategy 2009, envisages some 400 actions to be executed by 33 agencies
of the state. Likewise, the anti-corruption strategy with action plans enforced in 2012
complements the earlier strategy and action plan drafted in 2009 and 2010, which focus
mainly on execution of UNCAC.
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Most importantly, CIAA has recently prepared and adopted its six-year strategy plan
(2014-19), which is the third in the series of such plans designed and executed by it. While
all strategies and action plans designed by the government have given important roles to
CIAA, the strategic plan prepared by CIAA too is taken as supplementary to the ones
issued by the government.

3.2 Legal and institutional settings

With the launching of 10" National Plan and Governance Reform Program (supported by
ADB) during the early years of 2000, several laws were introduced giving much needed
teeth to the then CIAA like amendments in CIAA Act 2002, Anti-Corruption Act 2002
and promulgation of Special Court Act 2007, Money Laundering (Prevention) Act 2008
and Political Parties Act 2002. Likewise, two new anti-corruption agencies like National
Vigilance Centre (NVC) and the Special Court were established and CIAA too was
empowered. Likewise, Department of Anti-Money Laundering Investigation (DAMLI)
was created under the Ministry of Finance. Nepal signed the UN Convention Against
Corruption (UNCAC) as back as in December 2003, but it was ratified only in February
2011.

Currently, a number of anti-corruption agencies exist to operate for fighting corruption
directly or indirectly in Nepal. They are CIAA and other constitutional bodies such as
Public Service Commission (PSC), Auditor General (AG), parliamentary committees and
the government agencies like ministries/ departments including Revenue Investigation
Department (RID), Chief District Officer’s offices and other public agencies. These
agencies have performed different roles such as policy makers, legislator, enablers,
resource providers, facilitators and civil vigilance or watch-dog agencies.

Despite their minimal impact, many notable initiatives seem to have been taken for
corruption control in Nepal in the recent years. Besides creation of policy and legal
environment, increased anti-corruption voices from civil society and growing support of
international development partners for anti-corruption measures are also contributing
towards enabling environment for anti-corruption drive.

4. CIAA and its operational pattern

CIAA is a constitutional body mandated to investigate cases of corruptions as well
as conduct of ill-intentions and lodge lawsuit in the Special Court in both proactive
(launching fresh investigation) and reactive (responding to complaints) ways. Because
of its constitutional status and authority, CIAA exists and operates as a highly significant
state institution to control corruption in the country.
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CIAA is found to have articulated a vision of building corruption-free Nepal by pursuing
a mission of establishing good governance and rule of law through combating corruption
and improper conduct in the public sector (CIAA 2014). Its operational approaches to
anti-corruption drives are:

a) preventive measures, by issuing directives to and suggesting government for
amendments and formulation of new laws to fight with corruption effectively

b) punitive measures, by investigating and lodging the cases of corruption and actions
to the courts or issuing directives to check corruption-prone initiatives or actions of
public officials

c¢) promotional measures though mass awareness of all concerned parties against
corrupt actions.

CIAAs institutional strengths are its constitutional legal status, mandate and authority.
Also carrying a good public image, it has long exercised strategic planning for carrying out
institutional operation with reasonable access to resources from the government. Most
importantly, the long-due ratification of UNCAC in 2011 has helped it to broaden scope
of areas for its investigation to bring the suspected ones to the court. Nevertheless, it still
suffers from the weaknesses of lacking clear-cut strategic direction, limited investigation
skills to engage in ever increasing areas of crimes, traditional management practices and
culturally-derived non-performing organizational culture.

In fact, CIAA has opportunities too to utilize its institutional expansion with clout to help
build good governance in Nepal. While there is growing public concern over the issues
of corruption in all spheres of national life from education, energy to peace-building
programs, government’s public commitment, at least leap service, for anti-corruption and
good governance through new legislation, periodic planning and ratification of UNCAC
has created an enabling environmental setting. Most serious challenges or threats to anti-
corruption drive in Nepal are concerned with political instability, changing modes of
corruption and immoral acts and growing indiscipline in different sections of the society.

Public eyes are being focused on the activities of CIAA and there is consensus in all
sections of the Nepalese Society for its institutional strengthening.

CIAA launches investigations into corruption cases as part of both fresh initiatives and
in response to the reporting or revealing of cases by media and the complaints received
through its own channels. Though the chief commissioner and commissioners are the
formal authorities designated for hearing complaints, CIA A has designated aJoint Secretary
as a nodal officer for receiving complaints and grievances, which can be submitted by
any citizen through toll-free telephone, in-person visit to office, post mail, e-mail and
registration of letter at the office reception. After initial scanning, it responds to the
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grievances or complaints in various ways like forwarding the grievance to the concerned
authorities for action, asking the concerned agency to furnish clarification or report back
after detailed investigation, sending warning to the concerned agencies and asking them
to take corrective and disciplinary action to the officials concerned. Depending upon the
seriousness of the cases, it conducts detailed investigation and submits the case to the
designated special court recommending punitive actions to be taken. CIAA is reported
to have focal persons in all the central government organizations and they meet monthly
to take stock on the actions taken on the cases sent to them. It reports annually to the
President of the country on the complaints received and actions taken.

5. Issues and challenges for anti-corruption drive in Nepal

Over the years, the poor state of development in Nepal has often been attributed to its
bad or weak governance characterized by rampant corruption, inefficiency and delays in
administration. Though Nepal has also lunched various anti-corruption drives in recent
years, their impact on national development process and public service delivery continues
to be minimal. The anti-corruption drive is not without challenges. It continues to face
different issues, some of which are briefly highlighted in succeeding sections.

5.1 Challenges and issues facing anti-corruption drive:

a) Asthe development problems reflecting in mass poverty and unemployment in Nepal
are attributed mainly to the lack of resources, these are equally related to the level
of corruption and mismanagement that currently exist in public organizations and
hence rampant corruptions need to be considered as one root cause for the people’s
poverty and backwardness (Karki 2014). Many people have tendency to be richer by
earning by all means and society too continue to respect those who are rich without
considering how they became so.

b) Corruption in Nepal continues to be increasingly fostered by politicians and their
nexus with militant political activists, corrupt business persons, industrialists,
contractors, mediators and dons. It also has been attributed to the type corruption
problems facing donor agencies (Manandhar 2014). The involvement of politicians
in increasing corruption has not only indicated the root cause of corruption (Pranjali
2015, Sharma 2014) but also made people uncertain and challenging as well as
pessimistic about the future of present anti-corruption drive in Nepal.

c) It is due to corruption that consumers are either supplied with low quality goods
or they pay higher price (or both in some cases) and corruption has resulted into
inefficient market system, distorting market prices and investment and curtailing
people’s right to make economic choices (Singh 2014).
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Ironically, public positions are being sold and purchased in monitory terms, which
was a hardly known phenomenon even during the Panchayat regime. In one
government agency, officials were heard of speaking code language such as re-charged
deputation/transfer, post-paid deputation/transfer and pre-paid transfer/deputation
being practiced to work in an organizational unit or project having attraction for
earning through easy means.

The public sector has gone through various structural changes in the past without
corresponding changes in behaviors of public officials. The most often cited work
behaviors in Nepalese public organizations are: avoiding decisions or risks, resisting
changes, working slowly, engaging more in serving self and Afanta than people in
general, showing indifferences towardsmaintaining ethical standards at best (violating
at worst), etc. (2000a). These behavioral patterns, which are culturally-rooted,
continue to harm not only people in general in terms of getting due services from
public servants but also the entire civil service community in terms of demonstrating
poor public image and losing people’s faith and confidence over the government
machinery (Pant 2007b).

Public offices are having poor mechanisms for service delivery, including low service-
orientation on the part of service providers. Paradoxically, the public servants tend
to hold the self-picture of “masters” rather than “servants” in relation to common
people and, therefore, they consider "service" as something like favor to be offered, if
pleased, to the people approaching them.

A performance-oriented work culture is lacking in public offices as the observations
of inefficiency, less accountability, low transparency and unethical practices have
been so "taken for granted" that if someone behaves with professional competence
and integrity in the way that is ideal of a public servant is the odd guy in the team
and is likely to be target of continuousattack of those who are generally known as less
competent, non-performers, corrupt and unethical ones. The competent and honest
officials are humiliated by promoting and rewarding corrupt or unethical ones (Pant,
2000b, 2007b). There are cases of competition among top public officials, particularly
ministers to reward corrupt officials to safeguard their vested interest or to pay back
earlier support of such corrupt officials. This issue has been publicly expressed even
by the Prime Minister of the country recently.

Many of governance problems are certainly related to political instability (transition
nature of state) and poor institutional capacity to design and execute public policies
and programs, but corruption and diminishing level of integrity and morality on the
part of public officials have increasingly become eye-stretching issue of the existing
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k)

state of governance in Nepal. Control of corruption and performance of public duties
with high integrity remain to be treated as the major indicators of good governance.

Corruptions are on rise in Nepal not only in volume but also in nature and areas.
These have polluted almost all sectors of national life from education, health, trade,
energy, civil aviation, land administration to management of religious and social
welfare trusts. While the corruption indexes for Nepal as revealed by the World Bank
and Transparency International, as presented earlier, are alarming, the volume of
unsettled public accounts to the tune of NRS 343 billion is enough to understand the
level of suspected cases of financial irregularities and corruption in Nepal (Acharya
2014).

The increased volume of complaints being registered in the watch dog agencies like
CIAA, NVC, AG and other public grievance redress mechanism possess serious
concerns for all. However, all these do not necessarily reflect the level of corruption
to be dealt with by them. Complaints are registered in these agencies on the matters
relating to almost all aspects of public dealings. For instance, among the complaints
registered in CIAA have reportedly included even the cases of cheating of wife by the
husband.

People tend to be expecting a lot from CIAA without considering its institutional
limitations in terms of mandate, scope, resources and capability. In fact, in the
existing national legal framework, CIAA’s mandate to engage tends to be limited to
40 percent of areas of corruption (Karki 2014). CIAA too looks ambitious for having
its engagement in wider spectrum of public affairs, including judiciary, army and
non-government organizations and private sectors.

Certain sections of the society, particularly the political bodies, seem to have been
alert for not doing anything that helps watch dog like CIAA to turn its role from
being a “watch dog” to a “biting dog” The nexus of self-serving groups is getting
stronger day by day with moral support from political leaders to counter the anti-
corruption moves of anti-corruption agencies. Even the public auditors are allegedly
cooperating with public officials to undertake or settle public dealings without due
process and, likewise, revenue officers too are not escaped from being criticized for
their alleged collaboration with the business persons in having revenue leakages.

The proliferation of anti-corruption agencies has also created a need for institutional
coordinationso thatinstitutional overlappingand duplications could beavoided. These
agencies are engaged in fighting corruption of different nature, type and size. Often,
conflicting arguments are made as to whether Nepal needs a single anti-corruption
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agency or multiple anti-corruption agencies. Likewise, different arguments are made
about their functional scope of anti-corruption agency, particularly bifurcating or
integrating their investigation, prosecution and adjudication functions.

n) Itis sad to find that policy makers and law makers are still divided in opinion over
who should be mainly responsible for fighting with corruption in Nepal. If no single
agency can be made responsible, allocation of responsibilities among different
organs of the state as well as across different levels of government and its offices
needs to be properly made. Although government is responsible to check corruption
at its different levels and among all government officials, one cannot expect it to be
serious to the extent that it takes stern actions losing support of its political allies
and administrative apparatus unless and until there is difficulty to exist without

maintaining certain level of integrity.

While there are issues that need to be addressed at the state level by both administrators
and legislators, some issues facing at institutional level like CIAA’s level should also be
resolved by the institution concerned. CIAA can either resolve such issues internally or at
least take initiatives to solve them by seeking support from outside.

5.2 Main Strategic Issues facing CIAA:

The number of both complaints received and resolved by CIAA has been on increase, but
their qualitative aspects cannot be overlooked. As reported (CIAA 2014), the number
of credible complaints resulting in detailed investigation is only 7 percent though the
conviction rate between 2004/05 to 2011/12 is 75 percent which are mostly related to
the cases of fake certificates as the average conviction rate for fake certificates was 92
percent during this period. The conviction rate for high profile cases is insignificantly low
as the conviction involves a very slow process and court’s proceeding. Likewise, CIAA’s
success rate in dealing with improper conduct and abuse of authority by public servants
tends to be far from satisfactory. The departmental actions recommended by CIAA have
hardly been responded by the concerned government agencies. For instance, while the
number of departmental actions by government in a period of seven years was very low,
the government had executed only 40% of the actions recommended by CIAA.Similar
situation is observed at local levels since the average percentage of corruption complaints
resolved by regional administrators and chief district officers in a period of ten years
(2001/02 and 2011/12) is merely 24 and 33 percent respectively (CIAA 2014).

On closer observation, CIAA is found to have engaged itself so heavily in fighting with
corruption thatitis overloaded in view of its mandate, resources and institutional network.
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After ratification of UNCAC in 2011, Nepal is required to review and amend 27 laws and
draft seven new laws to engage in anti-corruption drive. A number of proposals made

by CIAA to the Government for revision and drafting of required laws still remain to be

approved through the legitimate authorities.

Currently, CIAA seems to have faced a wide range of issues, which range from its scope

of functions, and working approach to the restructuring of legal framework and getting

political commitments translated into actions. The major issues can be summarized as:

a)

b)

j)

Scope: Whether CIAA should focus on abuse of authorities by all public officials or
only those in government services?

Approach: Should it extend its institutional roles to include "preventive" and
“educating-promotional” ones too, besides punitive?

Functional demarcation: Is CIAA able to carry out both "investigation" and
“prosecution” functions efficiently and professionally? Should its scope of function
extend to include adjudicationof corruption cases?

Organisational coverage: Is it really necessary for CIA A to have its own organisational
network throughout the country?

Linkages with support organisations: What should be the mechanism for ensuring
CIAA’s functional linkages with other support organisations / civil society?

Staffing structure: What is the type of human resource structure that will be suitable
for CIAA? Should it have its own cadre of staff or continue to pull from relevant
government services for specific tasks and time period as needed?

Organisation structure: Should it be matrix structure or hierarchical bureaucratic

one?

Restructuring of legal framework: What should be the main areas of legal reforms —
empowering CIAA, ensuring inter-linkages and coordination among anti-corruption
agencies, delegating authorities of investigation and prosecution, punishment to
different agencies and levels of government?

Institutional image: How to maintain the status of the CIAA as an independent,
neutral and effective constitutional body?

Political commitment: What can be done to ensure not only strong political
commitment but also its translation and actual support for controlling of abuse of
authorities by public officials?
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Among the most critical issues facing CIAA currently is concerned with maintaining
a balance between its institutional capabilities and growing scope of functions in light
of the growing number, areas and sizes of corruption and public complaints as well
as expectations of people. It is also important that CIAA too periodically reviews its
institutional performance and people’s perception of its role and image.

6. Expected policy environment and role of anti-corruption agencies in Nepal

Nepal is yet to finish its revolutionary process. It is only going through structural changes
which also need to be accompanied by changes in mindsets of political leaders, public
administrators, business persons, civil society and people in general. This is time not only
to change but to flush out our old negative attitudes, values and beliefs, if the vision and
mission of having New Nepal are to be translated into reality. This phase of revolution is
to take place in the form of "revolution of mindsets", which should lead to and result in
uplifting of the ethical level of the society, building of positive work culture at organizational
level and development of moral and spiritual competencies at individual level. This poses
challenges for all the leaders, public institutions and management development service
providers who have the roles of change agents (Pant 2007b).

There is not any quick-fix solution to resolve the problem of corruption in Nepal
Nevertheless, the need for both long-term vision and planned actions cannot be
underrated for preventing corruption and unethical conduct. Reform in this area will
require preventive as well as curative approaches. The present initiatives in terms of legal
and policy reforms, activation of anti-corruption agencies and growing public voices
against corruption should have created some psychological pressures for public officials
to refrainfrom corruption-prone activities. Future reform initiatives should utilize such
pressures as a strong premise to build on.

6.1 Thrust of national policy-legal framework:

The national policy-legal framework for spearheading anti-corruption should be designed
in ways that help to keep creating an enabling environment for fighting with corruption at
different levels and preventing corruption from their sources. In order to fight corruption
with firm commitment, both law makers and government will have to pursue following
strategic approaches:

a) promoting ethical behaviors by developing and practicing codes of conduct at
different levels, with strong mechanism for ensuring their strict conformance;

b) avoiding the ambiguous policies and rules;

¢) developing and practicing a cultural norm that “when in doubt, don’t do”;
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d) preventing the “wrong doing’, which is unlikely to be detected, by increasing the
severity of punishment and the number of “watch dogs” in different areas and at
different levels;

e) creating or enlarging the stake of public officials in corruption by provisioning the
adequate salary;

f) strengthening the institutional capabilities of anti-corruption agencies;

g) launching the anti-corruption campaigns at different levels, including the civil
society; and

h) promoting moral education from primary education to higher education levels, as
part of core educational courses like social knowledge, English and mathematics.

It is high time that both sincere political leaders of parliamentarians and those taking
leadership positions of the government stop giving leap services by showing interest to
review existing legal policy provisions for anti-corruption, courage to improve them or
introduce new laws and get them fully executed.

6.2 Extending the role of watch dog

The anti-corruption agencies having simply the roles of watch dog tend to be inadequate
in the present national scenario as impunity level of this nation has reached a stage where
officials with corrupt attitudes are hardly scared of watch dogs, nor they are scared of barking
dog if they know the barking dog cannot bite. The institutional roles of these watch dog
agencies should extend to include the roles to both barking and biting dogs.

Moreover, enough precautions are also needed to ensure the biting dogs do not turn into
mad dogs. One cannot deny the possibility of having anarchism of anti-corruption agency
playing the role of biting dog. While there is a need for multiple anti-corruption agencies
with the roles of watch dogs, barking dogs and biting dogs on one hand, creation of certain
mechanism that coordinate oversee and coordinate the functions of all anti-corruption
agencies is equally needed on the other..

Nevertheless, CIAA needs to be given more biting teeth through both policy and legal
provisions not only to fight with corruption of higher magnitudes in terms of size of
monitory losses, severity of suffering of people and degradation of social values and norms
but also to make far reaching impact in moral and ethical aspects of national life.

6.3 Strengthening of CIAA

CIAA hasbeen operating by developing a strategic plan on a periodic basis and undertaking
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reformative actions in line with such a plan. It has launched its third strategic plan (1914-
19) just last year. In the present context, the strengthening of CIAA requires a few specific
strategic interventions, of which some are already incorporated into its current strategy
too. Some of these are suggested here for consideration of CIAA.

i)  Reshaping strategic approach:

It is necessary for CIAA to consider reshaping its strategic approach and administrative
preparation for strategy implementation as part of the strategy itself. It should keep
focussing on building its institutional capacity giving due attention not only to its internal
strengths and weaknesses but also to external threats and opportunities (e.g., Thompson
and Strickland 1984). For this, CIAA may find the following worth considering.

a) Developing competence and resources to capture the opportunities available

b) Coping with environmental threats as well as the personal values, convictions and
aspirations of top officials (chief commissioner, commissioners and other senior
officials), including their concept of what should be the scope of institutional functions

and strategy for undertaking them.

c) Seizing opportunities available for CIAA, including articulating options to seize

them

d) Fulfillingsocietal obligations and ethical considerations in performing both individual

duties and institutional roles

e) Fostering organizational culture for carrying out major management functions like
planning, leading, controlling, recognising individual’s performance with incentives

or rewards

f) Ensuring basic features of an anti-corruption agency, in terms of institutional

structure and organizational behaviors.

It should ensure that it possess some basic institutional features of a strong anti-corruption
agency, like: a) clear mandate; b) permanence in existence; c) continuity of best practices;
d) appointment of competent officials as well as avoidance of arbitrary removal of them;
e) ethical conduct of officials; f) immunity for receiving special treatment from the state;
g) autonomy — financial / HR; and h) regular public reporting.

ii) Administrative interventions and strategy implementation
In view of the issues and challenges facing CIAA, the major areas of administrative
intervention for its strengthening through strategic planning are:
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a) Building institutional image of CIAA
b) Focusing of roles and scope of functions on the basis of prioritised national needs

¢) Improving legal framework for role clarification, scope of functions and functional
linkages

d) Allocating and focusing resources on strategic objectives

e) Buildingan organization that is capable of carrying out the strategic plan; redesigning
of organisation structure with expansion of organisational network and provision
for delegation of authorities to government agencies for dealing with small cases of
corruption and unethical conduct

f)  Ensuring organization-wide commitments to execute the chosen strategic plan
g) Developing and exerting strategic leadership at different levels

h) Improving staffing arrangements (including outsourcing of expert services) to reduce
dependency on the supply of experts from government or judiciary agencies

i)  Provisioning development opportunities for staff to ensure their long term
commitment towards service

j)  Enhancing staff motivation and morale level so that they do not involve in misusing
their authorities.

k) Expanding and upgrading physical facilities to undertake quality investigation of
corruption cases meeting all technical standards

In Nepal, no single agency can cope with such a problem of rampant corruption and
increased level of unethical behaviors on the part of public officials, including those who
are responsible for discouraging and checking such corrupt and unethical conducts on
the part of others. In the present context of the country, it might not be practical approach

for CIAA too to show interest or aspire to be a sole anti-corruption agency for dealing
with all kinds of corruption at all levels and in all sectors. In any case, it needs be made
as the “nerve-centre” among all state organs for fighting corruption and promoting and
protecting national integrity standards. It should mean the government should be held
responsible for preventing and punishing corruption of certain magnitudes at certain
level by making CIAA only as a watch dog which can also extend the role of biting dog if
the government (as supervisory unit or official) does not take the required action in time.
Likewise, it should have authority to make certain level of punishment to corrupt officials
preserving their right to appeal to court or subsidiary grievance hearing authority. The
existing practices of adjudicating cases of corruption by the special court with right to
appeal to the courts of higher levels can be limited to the special cases in terms of their
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magnitudes, e.g., level of officials concerned, amount of money involved and severity of
cases for public welfare.

In response to the growing public criticism over its role being limited to small cases
of corruption overlooking bigger ones (involving political leaders and strong nexus of
administrators, politicians, business persons and mediators), CIAA should identify the
priority areas of its engagement by reviewing the corruption-prone areas so that it can
make strategic and focused interventions for control of corruption that falls within its
purview and also build corresponding institutional capacity. The prone areas need be
identified by considering the sectors to be covered, levels of public position to be dealt
with, nature or types of corruption to be mitigated and magnitude of impact of corruption
in terms of financial loss, distortion in quality of public service and getting people deprived
of basic and essential services. Such a review and identification of corruption prone areas
will also helpgenerate information on corruption prevalence in different segments of
national life, which can be useful and relevant for not only CIAA but also the Government
and other public agencies, who are engaged either as policy makers, legislators, resource
providers, facilitators, anti-corruption agencies and watch dogs, for adopting different
anti-corruption policy and institutional measures.

One importantissue to be addressed by the CIAA is to do house cleaning in response to the
public allegation of involvement of CIAA officials in blackmailing and scaring the persons
suspected of corruption by misusing complaints or registering false complaints over the
targeted persons. If not addressed properly and timely, this will affect its credibility and
institutional image. It should screen out the existing staff carefully and adopt cautious
recruitment process, including the process of bringing officials on deputation from
different agencies.

7. Bottom Lines

CIAA, being the constitutional body, has tremendous roles to play for controlling
corruption and contributing towards promotion of good governance in Nepal. It can
help build a disciplined and ethical society through zero tolerance among citizens against
corruption and fostering sense of transparency, responsibilities, accountability and honesty
among public officials. Since it has already built an institutional image of being a vibrant
anti-corruption agency in the past, the current leadership of such a person who is well
known for his job commitment, courage and skill to mobilize strong political supports
has a lot to offer by investigating and revealing corruption at higher levels. People have
also started feeling its positive vibration with optimism in last one year. However, CIAA
may not be able to give justice to its institutional roles unless and until it is strengthened
with extended mandate, legal authorities, policy support, resources and internal capacity
building and cleaning.
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Moreover, the whole national policy-legal environment needs to be improved for
spearheading anti-corruption drive successfully in Nepal with tangible impact. If the
political leaders want to be true leaders by creating history, they should not be scared of
losing political clout and bad friends in taking stern actions against the corrupt officials.
Otherwise, they will be turning themselves into leaders of mainstream and people will
easily forget them soon.

CIAA should be supported to emerge as an institution which can scare wrong doers and
protect honest ones from being humiliated. It should be given the central role in fighting
corruption with mandate to instruct, guide and oversee other anti-corruption agencies
operating at different levels and in different functional areas of government (like NVC,
DAMLI RID, etc.). There is also a need for certain mechanism that brings CIAA closer
to parliamentary committees and other constitutional bodies like Auditor General and
Public Service Commission for enhanced collaborative approach to fight with corruption
at both policy and execution levels. A recent study report on review of policy environment
and roles of CIAA (Khadka 2014) should have some useful inputs to contribute to work
out details on such mechanism.
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Dilemma in Nepalese Anti-Corruption
Approach: Single vs. Multiple Agency

T Kedar Khadka*

Context

The Government of Nepal has taken Zero tolerance’ policy against corruption and
criminalized the corruption and its various forms including bribery, money laundering
and fraud. Being a signatory country of UNCAC it has promulgated number of anti-
corruption related laws, by laws including anti-money laundering law, anti-corruption
strategies and established constitutional body like Commission for the Investigation of
Abuse of Authority (CIAA) and also special department to tackle the money laundering
crime. Government authorities along with political leaders also routinely speak against
corruption at least for public consumption.

However, despite of all efforts made by the country, corruption is increasing and impunity
iswidespread in Nepal. The Global Corruption Barometer, 2013 has revealed large segment
of Nepalese people who believe that no official work can be undertaken without paying
bribe'. This report also revealed 57% respondents opined that corruption had increased
a lot in Nepal over the years. Also, 69% indicated corruption as a very serious issue in the
public sector of Nepal.

Similarly, Transparency International's (TI) corruption perception index 2014 gave Nepal
a score of 29 out of 100 and placed the country in 126" position in the rank list of 175
countries from the globe. Also, the prolonged absence elected bodies (since 2000) at the
local level is one of the breeding ground for the development sector corruption. Direct
or indirect intervention of political parties in local budget has hindered the quality of
development work. It has triggered the chain of circular effects resulting in weak integrity
at the local level development intervention. Moreover, the political parties have been
creating conditions in which existing laws cannot be implemented also their interests
play a key role in implementing laws or sidelining them.

Due to the lingering unstable political situation, the law enforcement agencies have not
yet gained their confidence to maintain rule of law effectively. They are poor in governance
because they operate under the dictates of the political leadership. They are weak in
capacity and role because professionalism is not respected and least attention is given to
the resources they need. So, public believe that there is no respect for rule of law in the
country where impunity is increasing.

President, GoGo Foundation.
1 Global Corruption Barometer, 2013, Transparency International, Berlin, Germany
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Similarly, anti-corruption and oversight agencies are also merely effective despite the
availability of adequate legal backup. The limited jurisdiction with political interference
does not allow them to investigate and prosecute independently. Thus, corruption in
Nepal has eroded the basic immune system of governance and rule of law. It has posed
threat to the poor and is anti-developmental. Cleanliness in public life is vital in a young
democracy like ours to sustain democracy. Unfortunately, corruption has weakened the
system. The attempts to check corruption have been ineffective.

However, CIAA has been putting its level best efforts to detect and investigate corruption
cases through various ways. But, so far it has not been able to address the corruption
problem at the highlevel where it is prevalent and institutionalized. The Nepalese judiciary
also committed to act against corruption. But, the public feels that the courts do not give
impartial judgment on corruption cases because of their own unseen ‘internal collusion’
and also lengthy process and time taking. Due of impunity, people do not believe court
verdicts on settling corruption cases. The corruption situation in Nepal is very unique.
The legacy of corruption was in the rent-seeking behavior that was inherited from the
state controlled economy before 1990. Later in the expanded transition after 2006,
the governance was based on ‘compromises’ rather than the rule of law' that escalated
corruption.

The political departure is aiming from 'Unitarian to Federal State; Active Monarchy to
Republic;’Monoculture State to Multi-cultural state’, religious to secular state’ are some
ambitious andconsensus oriented. Due to the multiplicity of opinions in political front,
the agenda of corruption has lagged behind. The lack of commitment from political sector
caused escalating corruption in the country.

The anti-corruption laws have been existence in Nepal for a long time. A specialized
anti-corruption law was enacted in 1952 that opened a new landscape in anti-corruption
initiative. A new parameter came into being in 1961 that incorporated severe punishment
to the guilty. In addition to these initiatives, Corruption Prevention Act, 2002 allowed
for improper action.Separate laws are in operation for action against revenue leakages.
Furthermore, Right to Information Act, 2007 and Good Governance Act, 2008 have paved
the way for anti-corruption drive. Similarly, National Vigilance Center (NVC) regulation,
2009, Money Laundering Investigation Act, 2008 were brought in to strengthen anti-
corruption drive. These laws serve the purpose of corruption control in the country.

The Government of Nepal has designated number corruption control agencies. Around 19
agencies have been working on corruption control. Of these, CIAA has the constitutional
authority for investigation and prosecution. Therefore, successes and failures in tackling
corruption are measured through the effectiveness of CIAA. A three-fold increment of
the number of complaints in the last 5 years and the decline in the number of prosecutions
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from 1.1% to 0.8% reveals the ineffectiveness of anti-corruption drive in Nepal. There are
in-built gaps in anti-corruption agencies.

Although CIAA is a constitutional body with mandate to control corruption, its functions
are controlled by the government in the form of ‘budget and human resources’. Moreover,
CIAA has restrictive jurisdiction that excludes private sector, army, judiciary, other
constitutional organs and also cabinet decisions. Enactments of the CIAA do not allow
looking after policy corruption (by the cabinet) and policy decisions of the parliament.
CIAA is not the sole user of Corruption Prevention Act, different agencies use and
interpret the act accordingly. The gaps in agencies’ function and anti-corruption laws have
weakened the action against corrupt.

The numbers of earlier studies on anti-corruption have revealed that due to proliferation
of anti-graft agency causing conflict of interest and dilemma in role and responsibility.
For an example, jurisdiction of CIAA and NVC remained unclear. The three others,
Department of Revenue Investigation (DRI), Department of Anti Money Laundering
Investigation (DMLI) and Public Procurement Monitoring Office (PPMO) are overlapping
in functions. The supervising ministry being Ministry of Finance, these are not as effective
as they should have been. Nepalese anti-corruption laws are sufficient in numbers but not
adequately provisioned for corruption control?.

Proliferation of oversight agencies

Initially, Nepal has taken a 'single agency approach’to control the corruption from 1952 to
1977 through Department of Corruption Control and later by Special Police Department.
In 1977 CPAA was introduced which was continued till 1990 as a constitutional body with
swiping power to investigate, prosecute as well as adjudicate the case of the corruption. It
can be viewed as a milestone in the history of enactment and establishment of specialized
anti-corruption institution anti-corruption agency in the country.

However, an anti-corruption expert argued that ‘there is a clear tilt towards establishing
and experimenting with new agencies rather than strengthening the existing ones. The
effectiveness of the agencies is also severally constrained when they lack institutional
capacity development efforts®>. The development of the Nepalese anti-corruption and
oversight agencies are given Chart.

The democratic constitution of 1990 has provisioned a strong anti-graft agency CIAA as
constitutional body and it has given power to investigate and prosecute the corruption
cases at the competent court. However, it has not given mandate to look corruption

2 Khadka, Kedar (2014), Review of Policy Environment for Anti-corruption Drive in Nepal: Roles of
Commission for the Investigation of Abuse of Authority, UNDD, Nepal.
3 Manandhar, Narayan, Lessons of Counter Corruption in Nepal.
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cases of the judiciary, constitutional bodies, military, private sectors and also policy level
corruption. Historically, country initiated a single agency approach’ and now it has been
practicing multiple agency approach’to curb corruption. So, there are more than a dozen
of oversight agencies which have been working to promote the good governance in the
country. Likewise, CIAA, NVC, DMLI, DRI, Special Court, Supreme Court, Judicial
Council etc. are directly involved in combating corruption and others are indirectly
involved. DMLI is established to investigate money laundering and financial crime and
file the case at the Special Court.

Similarly, Foreign Employment Tribunal is involved in adjudicating frauds, cheating and
corruption in overseas employment business. There are also two more tribunals namely
Depth Recovery Tribunal and Revenue Tribunal. Nepal government has also established
specialized Financial Investigation Unit within Nepal Rastra Bank which provides financial
intelligence information to the DMLI as well as NRB. CIAA, NVC and Special Court
are prominent specialized anti-corruption agencies for investigation & prosecution,
adjudication of corruption cases. CIAA and NVC have mandate to conduct prevention
and promotion activities against corruption.

In the past, it was tested single agency under executive model’ and also 'single constitutional
agency model’ to fight against corruption. But, in later days, it has been slowly taking
multi-agency approaches. Establishing multiple agencies to look after corruption cases
is a distinct feature of Nepalese anti-corruption drive. In many instances, there has been
duplication caused weak coordination in fighting corruption. It has also been felt that
successive governments have been inclined to establish and experiment new agencies
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but giving less priority to strengthen the existing agency. Due to the absence of proper
strategic plan and program, the effectiveness of the anti-corruption agencies has not been
institutionalized as expected.

Evolution of anti-corruption agencies

Over the past sixty-three years, Nepal has been experimented a number of measures
to curb corruption. Initially, it has taken a 'single anti-corruption agency approach' by
establishing the Department of Corruption Prevention in 1953 within executive and later
in 1961 it was transformed to Special Police Department (SPD) and now it is known as
the National Vigilance Center with its mandate to report directly to the Prime Minister
which was established in 2002.

After the introduction of Party less Panchayat System, the Constitution of Nepal 1963
with second amendment in 1975 made constitutional provision for ‘Commission for the
Prevention of Abuse of Authority (CPAA)’ with swiping power to take care of corruption
issues in public sector institutions. The jurisdiction of CPAA was to investigate, prosecute
and penalize the corrupt on the basis of the level of the abuse of authority. However, after
the restoration of multi-party democracy in 1990, CPAA was transformed to CIAA in
1991.

Initially corruption cases used to be filed at the Special Jude which was established in 1957
but nowithasbeen prosecuted through Special Court, established in 2002. So, it can be seen
that experiment and transformation’ and considerable shift on roles and responsibilities
of the anti-graft bodies are found in Nepal. The creations of anti-corruption agencies are
politically attractive measures which is an achievement that a government can cite as a
tangible step in furthering an anti-corruption agenda.

The new Constitution of Nepal promulgated in 1991, made a constitutional provision of
the CIAA. It defined functions, duties and power. Unlike CPAA in the past, the jurisdiction
of the CIAA has given limited mandate to investigate and prosecute the corruption case at
the Special Court only. Similarly, it has given mandate to recommend departmental actions
against public officials those who violate basic law provisions. Due to political transitional
effects, a Royal Commission on Controlling Corruption (RCCC) was established in 2005 to
investigate human rights violations and financial excesses. However, due to huge public
criticism along with Supreme Court verdict, after a year of its establishment RCCC was
dissolved on the ground of extra-constitutionality. And, interim Constitution also made
clear CIAA's jurisdiction about judiciary, army and constitutional bodies on corruption
related investigation and prosecution.

Nevertheless, the jurisdiction of the CIAA was widened by the Supreme Court verdict in
1996. In 2002, Nepalese parliament has taken a landmark in the history of anti-corruption
drive by enacting five anti-corruption legislations in fighting corruption. The enacted
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five sets of laws includes — (i) Prevention of Corruption, Act 2002; (ii) CIAA Act, 2002
(2" amendment); (iii) Impeachment Act, 2002; (iv) Special Court Act, 2002; and (v) Act
related to the organization and regulations of political parties.

Evolution of Anti-corruption Commissions

Nepal has developed a strong legal framework to fight against corruption. The provisions
of the anti-corruption agencies in the constitution and laws are notable. These agencies
worked as supreme anti-corruption agencies in Nepal. For the first time a constitutional
body CPAA was established in 1977. CPAA was given excessive power for investigation,
prosecution and also adjudication’ on corruption cases.

However,in 1990's constitution sets up the CIA A asanindependent constitutional body and
has repealed the CPAA. The new constitution empowered CIAA to inquire and investigate
any abuse of authority committed through improper conduct or corruption’ by the public
officials. Out of

Evolutionof Antl-corruption Commissiens InNepal 5 constitutional

bodies in Nepal,
CIAA is an
independent

Coutinuation of

Commissionforthe and specialized

Investigation of Abuse constitutional
197 1991 o' Auhorty a body which has
Commissin forthe Commission forthe Contnuation of the  mandate
JreremionforAbuse Investigation of Abuse | Commision orthe
of Auhorty of Authority 0 Investgatonof Abuse of to carry out
Royal Commissianfer dei anti-corruption
Comyption Control activities.
(quashed in 2006}
However, an
opinion poll

survey was conducted in Nepal on corruption in May 2000 which revealed that 98.2
percent people think that there is corruption in Nepal and 51.3 percent people believe that
the corruption lies at high level. Similarly, 74 percent respondent opined that they have
been compelled to bribe in their life*. Inconsistently in February 2005, violating minimum
democratic norms and commonly accepted jurisprudence a six-member Royal Commission
for Corruption Control (RCCC) was formed and given power for investigating, prosecution

4 Shrestha, A.M. etal (2000), The Media Service International in cooperation with the Westminster Foundation
for Democracy, UK, May 2000
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and adjudication’ as given to CPAA earlier in Nepal. The commission was later declared
unconstitutional by the Supreme Court and dissolved automatically by this verdict of the
Supreme Court in the early of 2006.

Interim Constitution, 2007 has entrusted to continue CIAA's constitutional mandate.
The CIAA Act, 2002 and Corruption Prevention Act, 2002 and Special Court Act, 2002
have widened the power and authority of the CIAA. The amendments have incorporated
the recommendations of various studies and reports including recommendations of
Parliamentary Committee, CIAA and Office of the Auditor General (OAG) annual
reports.

The empowerment of anti-graft body through the amendment of Corruption Prevention
Act in 2002 has helped CIAA to move comparatively at a faster pace in investigating and
filing corruption cases at the Special Court. To facilitate CIAA's internal procedure, it
has developed Enquiry & Investigation Guidelines, 2002 & Investigation & Prosecution
Guidelines, 2002. For the first time, CIAA developed its Five Year Strategy, 2003-07 &
second Three Year Strategy in 2008-10 to strengthen institutional and procedurals tasks.
Presently, CIAA has issued third six year Strategic Plan, 2014-2019. At this stage, CIAA
is at the crossroad. In the future constitution there is a need to clarify and strengthen the
mandate of the CIAA. However, control of corruption is much beyond just CIAA and its
activities. Therefore, the political will to control corruption must be reflected by making
provisions in the new constitution by covering legislatures, political parties and overall
system of governance. The new constitution is expected to reflect to resolve the rampant
corruption in the country.

Jurisdiction

CIAA is a constitutional anti-graft body which is derived from the Constitution of Nepal.
Its constitutional power and funds have been regulated by its laws. The Supreme Court
of the Nepal verdicts in 2006 has widened the CIAA's jurisdiction in which Commission
can file cases against any political appointees including the Prime Minister on the charge
of corruption. CIAA may conduct inquiries and investigation in respect to corruption
on the basis of complaint filed by any person or any source of information obtained from
the public. The law enforcement agencies have been putting their efforts to detect and
investigate corruption cases through various ways. But, they have not been able to address
the corruption problem at the highlevel where it is prevalent and institutionalized. The
following Tableshows that the incremental trend of filing complaints, resolved, number of
prosecutions by the anti-graft agency CIAA:
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Status of CIAA's receiving complaints, resolved, prosecution and departmental action
Years Complaint | Complaint resolved | No. of Prosecutions | No. of departmental
lodges (in %) (in %) Actions (in %)
2008/09 4,149 3,303 (79.6) 47 (1.1) 29 (0.7)
2009/10 4,295 3,067 (71,4) 32(0.7) 12 (0.3)
2010/11 6,145 3,904 (63.5) 65 (1.1) 5 (0.08)
2011/12 8,839 5,466 (61.4) 123 (1.4) 14.(0.2)
2012/13 11,289 6,672 (59.1) 93(0.8) 80 (0.7)
Total| 34,717 22,412(63.6)

Source: CIAA Annual Reports.

CIAA can initiate action on any complaint filed under its jurisdiction. Commission is
purely investigative agency to inquiry and investigates the complaints regarding improper
action’ and ‘corruption’. The Supreme Court verdict of 1996 has authorized CIAA as the
legal custodian of the every anti-corruption activity.

The CIAA's major function is to investigate improper conduct or corruption offences by
those holding public offices. However, CIAA has no jurisdiction to take action against
Supreme Court Appellate Court and District Court judges, army personnel, constitutional
bodies, private & NGO sector people. Nevertheless, CIAA can prosecute them after their
removal from the respective positions. The CIAA receives corruption complaints about
acts committed by legislature and executive branch officials. It also performs a preventive
function through its role as an ombudsman by recommending corrective measures and
educating population.

Bottlenecks

Constitutionally President of Nepal appoints the Chief Commissioner and the
Commissioners upon the recommendation of the Constitutional Council. However,
including Secretary, all employees are belonged to various civil and special service cadres.
These cadres are belonged to administrative, judicial, account, police and various other
services. The employees are posted to the CIAA for certain period and are transferred
as per the general procedure which governs the respective Civil Service Act. It has been
felt that the human resources deputation system has not created a sense of devotion and
belongingness to the commission.

And also, CIAA haslimited control over the transfer of these employees and they have been

considered for a short period and hence may not be fully committed to the organization.
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The other staffs come from the regular government services and their freedom and job
security practically lies at their senior bosses in the respective government ministries.
Commission does not have its own dedicated and loyal human resources. Therefore, in
many instances, Commission faces technical problems to mature the corruption cases
against the high level government officials through the government deputed investigating
officers.

Except for the Commissioners, the commission depends upon employees working under
the influence and posting of the government. The subordinate staffs have many practical
difficulties in dealing with the senior officials involved in scam and corruption activities.
Realizing the need to recruit its own staff, CIAA has been demanding for a law to empower
and hire its own cadres.

The nature of work of CIAA is distinctly different than any other government agencies
where almost all employees work in different disciplines. So, it takes time to adapt to
CIAA's working nature. Most often, it turns out that employees have been transferred
to CIAA without their interest and willingness which creates motivational problems to
work wholeheartedly and also hampers in the organizational work. Similarly, CIAA does
not have enough number of experts and attorneys to investigate and plead the cases in
the Special Court as well as Supreme Court. Also, it does not have even strong forensic
lab and required scientific equipments. If there is serious corruption case to deal with,
Commission has to outsource the professionals. Therefore, if all these facilities would
have been equipped with the CIAA, the quality and the speed of investigation could be

undoubtedly impressive.

Autonomy

As a constitutional body CIAA has a clear mandate of its commissioner's appointment,
dismissal and tenure. However, CIAA is not given operational independence’ because it
has to rely on government for human resources and budget’ which directly impacts on
institutional capacity of the CIAA. Therefore, CIAA needs to have a predictable budget
or a guarantee of budgetary stability. To avoid the government influence, it has been
practiced in other countries. For an example, to maintain the independency of the anti-
graft body like ICAC, Hong Kong this receives 0.3-0.4% of the annual budget directly
from the national coffer. Similarly, Anti-corruption law of Mongolia has stipulated that
the anti-corruption agency for a given year may not be less than the agency's budget in
the previous year.

5 Anti-corruption Law of Mongolia, Article 29.3.
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Contradicting legal provisions

A study on the Implementation and Effectiveness of Departmental Action against Civil
Servant conducted by the INLOGOS? in 2006 revealed that only 40% of the departmental
actions recommended by the CIAA were implemented by the senior authority of the civil
servants. It shows that senior authorities hardly take decisions on departmental action
against junior employees because of inter-personal relationship as well as high level
power connections. So, it is better to deal such cases relating to abuse of authority should
be investigated by an independent authority like CIAA.

Ineffective Departmental Action

Departmental action is a specific and important sanction against the wrong doings of civil
servants. However, this has been ineffective, due to the procedure that has been laid down
in the Civil Service Act. It is because that departmental action against any civil servant
cannot be taken without the concurrence of Public Service Commission (PSC). The PSC
was conceived as a protector of the interest of the civil servants. So, this commission
recruits the civil servants who are expected to defend on their interest as well. By nature
PSC is not an investigating agency, but there seems some dilemma in principal issues.

Civil Service Act has also provisioned to take departmental action by a senior competent
authority on charges of misconduct which is not exactly an abuse of authority’ as defined
in the law. Thus, there remains gap between misconduct’ and the abuse of authority’ in
understanding the differences. Misconduct is more minor in nature where as abuse of
authority'is more critical. Abuse of authority such as violation of legal procedures, avoidance
of decision making, transgression of the authority etc. affect the government whereas
misconduct of a public person such as absence without reporting, alcohol taking during the
office hour, misbehaving in the office etc. is more related to personal conduct of a public
official. There is a need to be clarified on the concept and the authority in this respect.

While investigating a charge of corruption, if CIAA finds that the case is more related to
abuse of authority than corruption, it can recommend the supervisors for the civil servant
accordingly for punishment. The CIAA cannot pass any judgment on such cases. CIAA
can investigate a charge on abuse of authority independently. Nevertheless, passing of the
sanction of departmental action is exclusively kept on the jurisdiction of the supervising
civil servant who is bound to face a conflict of interest situation. The reluctant effect, as
experiencing, is that hardly that any departmental action is effective. Hence authority
has to be given either to CIAA or to the NVC to avoid inappropriateness. Similarly, there
are more legal "inconsistencies” in the constitutional body's enactments (CIAA Act, Civil
Service Act, Election Commission Act and National Human Rights Commission Act).

6 Study on Implementation and Effectiveness of Department Action (2006), Institute of Local Governance
Studies (ILOGOS).
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Inadequate political will

To reduce the corruption, there must be strong political commitment from the political
parties along with their leadership. In absence of the strong political commitment, it is very
difficult to combat corruption. The respective political parties' manifestos along with the
successive governments have made promises to fight against corruption, but when it comes
to implementation, they are not reflecting their earlier commitments as expected.

Inadequate coordination

Due to the nature of multi-agency approach’ of Nepal government in fighting corruption, there
has been coordinating problem among agency to agency’ and between anti-graft body and
media as well as civil society organizations. At present, CIAA has been taking some laudable
initiatives in fighting corruption. However, the development partner organizations have not
initiated their support to promote anti-corruption campaign in Nepal.

Limited access

The overall anti-corruption initiatives in Nepal have been narrowed down by law as
"Punitive, Preventive and Promotional” made to the CIAA and NVC. However, CIAA is
being a primary investigation and prosecution agency it has been heavily preoccupied
in the investigation of the corruption cases. So, prevention and promotion’ part of the
activities may be shifted to the NVC. The strengths of the civil society can be promoted to
anti-corruption campaign at larger level. CIAA being a champion on corruption, it has to
focus on 'Investigation & Prosecution.

Retention of human resources

CIAA does not have core personnel and has to rely totally upon the government for
its workforce who are frequently transferred. The personnel turnover is very high due
to frequent transfer thus it becomes very difficult and costly for developing long term
personnel development programs as the nature of work at CIAA requires high degree of
professionalism and specialization. As there is no specialized human resource development
section within CIAA, it has been facing problem in investigation of corruption cases.
Similarly, due to heavy work pressure, there is lack of peer learning within different unit
staffs in sharing knowledge and experiences on learning, challenges, case studies etc.

CIAA staffs are also facing the challenges of inadequate lab facilities to carry out
preliminary investigation i.e. ink testing in the case of verification of academic certificates
etc. which resulting investigation process delayed and CIAA has to rely on other agencies
to get the results on the issue which creates a sense of frustration to investigating officers.
CIAA also requires mandate, governing laws, and expertise in terms of handling complex
corruption cases like banking frauds, moneylaundering, assets tracking and financial
frauds etc. Similarly it does not have in-house pool of expertise to prepare strong evidence-
based corruption cases.
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Lack of research

It has been clearly understood that the corruption is an organized crime and it is difficult
task to crackdown. It has been found that every anti-corruption policy intervention
must be backed by the research and careful investigation. In view of the fact that every
policy intervention has both intended and unintended consequences, careful study and
understanding of the problem is required before a solution is being sought. Due to the lack
of research on corruption, country's focus on corruption intervention has been mainly
limited to petty corruption and service delivery level corruption.

Public expectations

Sometime CIAA has been alleged of filing cases into the court without adequate
investigation and legal maturity. To some extent it is true, because some cases have been
demolished which was filed at the Special Court. There was also some negative impression
among people because of more failures cases than the successes in the past. However, a
sense of hope has now been restored after the placing of the commissioners one year back
in the CIAA towards controlling corruption and making all possible efforts to contribute
ensuring better governance. These days CIAA has been getting encouraging support from
the government as well as general public.

However, CIAA has been facing difficulties in getting reliable information to act timely.
Now, Commission has intensified to raid and arrest whenever found doubts. The limited
technical and professional hands and limited laboratory facilities have not yet fully
achieved its objectives. For certain kinds of forensic tests, still it has to send to neighboring
countries. If these sectors are improved, output of the CIAA would be certainly increased
in the days to come. CIAA cannot perform well alone. It is a part of the total system of
governance. Many other agencies have interconnected roles to support the CIAA drive
and coordinated relations to bring the corrupt on the legal net. Those people having
power and authority are the beneficiaries of the corrupt system. So, they do not want any
changes and create hindrance for the other organizations.

In this context, CIAA does not have a strong position for its task of coordination. CIAA
is a specialized institution with specific mandate and responsibilities. In the context
of UNCAC which Nepal has signed and ratified, CIAA’s mandate needs to be further
expanded. This requires not only in promulgation of new laws and system but equally
important in development of human resources within CIAA to meet the challenges. The
rapid increase in number of cases and their nature of complexity puts additional demand
on available human resources which is already overstretched with volume and scope of
activities.

Conclusion

CIAA is created as a constitutional body to accountable to the legislature parliament,
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public, courts, and executive to help prevent it from corrupts. Combating corruption in
an expensive undertaking, and in order to help ensure the success of the organization
it must be given adequate resources, including staff, training, appropriate remuneration
and investigation power. The CIAA staffs should receive clear guidelines and training
and should be subjected to random integrity tests and also remove individuals who are
suspected of being corrupted.

The anti-corruption agencies of Singapore, Hong Kong and Australia have been showing
their results in combating corruption. Singapore and Hong Kong were the pioneers in
creating effective anti-corruption agencies in their countries in early 1970s and they
were among the most corrupt societies in the global scenario. Creating powerful anti-
corruption oversight agencies too could be corrupt, so CIAA should be responsible to
the courts as well as legislature parliament. In Australia and Hong Kong, citizen advisory
committees have helped oversee the anti-corruption agencies.

Everyone is potentially susceptible to corruption and therefore constant monitoring is
needed. If anti-corruption agencies become corrupt with extensive power, it could be
turned into an agency to both make money and hassle opponents. Thus, CIAA can be
re-strengthened through following three prong approaches targeting 'Punitive, Preventive
and Promotional’ activities:

Punitive Department:

This should be a 'strongly arranged department’ to investigate and prosecute the overall
corruption cases. It should be empowered to conduct searches, make arrests, collect
evidence, remove travel documents and banned bank accounts of the suspects.

Preventive Department:

This should be 'Modestly arranged Department’ which makes the recommendations
to reduce corruption opportunities in the government agencies. This department
should be empowered to be involved the policy design; policy development' and ‘policy
implementations’ by the government agencies on corruption. This department should
be assigned to discuss on all aspects of corruption prevention to the public and private
sectors. This also needs to be enabled to provide quick and appropriate response to correct
procedures where corruption has been detected. In overall, this department should be
developed to stop policy level corruption’through its regular vigilance. Nepal Government
has established NVC to work on prevention part, but it has not been effective as expected.
So, to achieve this goal, this department may be may closely work with the NVC and
Office of the Prime Minister and Council of Minister to reduce corruption opportunities
in the public agencies.
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Promotional Department:
CIAA needs to educate public on ultimate social damage and consequences of corruption.
This department can raise the profile of the CIAA along with discouraging future
corruption in public as well as private sectors. However, constitutionally, CIAA's prime
mandate and strengths are ‘investigation and prosecution’ Therefore, CIAA should not
spend its major strengths
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directives. Likewise, country has created almost 19 anti-corruption agencies which are
involved directly, indirectly and or oversight' to fight against corruption. So, it is high
chance of overlapping in working modalities. However, first national anti-corruption
strategies issued on 2008 is most closely similar to good governance. There is a high chance
of obvious overlap in the measures needed to eliminate the opportunity for corruption
and those needed to ensure that things are properly and efficiently run. However, the
objectives of anti-corruption and good governance are not the same and it is necessary to
keep the difference clearly in mind, even when it is difficult in practice to see the distinction
between good governance and anti-corruption. Government has multi-dimensional role
to establish good governance through fighting corruption.

Therefore, government and CIAA have to work together in close coordination to
implement the anti-corruption laws as well as elements of the strategy. Government should
lead the implementation and coordination of the national anti-corruption strategy. And,
government needs to equally focus on punitive, prevention and promotional’ activities
in coordinated approach between CIAA, other oversight agencies as well as CSOs and
private sector. If the CIAA is required to take the lead in fighting corruption and is to be
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held accountable to the public, it should be given sole leadership. Nevertheless, executive
function of government only cannot achieve the results. The given Chart illustrates the
role of agencies in fighting corruption.

Finally, leadership by two or more in this kind of anti-corruption battle is rarely effective
and shared responsibility is often ineffective. The general public needs to have clear idea
that who is responsible for receiving complaints on corruption and addressing accordingly.
Similarly, CIAA should not be regarded as the engine of governance reform as currently
being considered. So, governance reform is most necessary and that should be the job of the
administration, not the CIAA. However, independence of CIAA should be obliged to no
individual or institution of its funds or deputation of staffs for day to day work.

*
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Corporate Governance:
Need in Nepalese Trade Sector

S\ Dr. Suman Kumar Regmi*

Meaning and Concept

Corporate governance is a combination of corporate policies and best practices adopted
by the corporate bodies to achieve its objectives in relation to their stakeholders. It is also
the field of economics, which studies the many issues arising from the separation from
ownership and control. The fundamental objective of corporate governance reforms is to
enhance transparency and transparency enhances accountability. It is widely recognized
that transparency enhances trust among the major players within the governance
framework. Various definitions and principles have been introduced to stabilize the
corporate governance among corporate entities. The definition presented by some
institutions is presented below.

m  Corporate governance is the system by which companies are directed and
controlled

m  Set of relationships between a company’s management, its boards, its shareholders
and other stakeholders (OECD Principles)

In brief, corporate governance is a set of process an entity's culture, policies, laws and
institutional value that affect the way a corporation is directed, administrated or controlled.
It is a combination of corporate policies and best practices adopted by corporate bodies in
achieving its objectives in relation to their stakeholders. It aims to protect shareholder’s
rights, to enhance disclosure and transparency, to facilitate effective functioning of the
board and to provide an efficient legal and regulatory enforcement framework. It addresses
the principal/agency problem through a mix of company law, stock exchange rules and
sub regulatory framework. It arises from high profile corporate scandals, globalization
and increased investor activism.

Need of Corporate Governance in Trade Sector

Corporate governance is equally significance to all types of corporate trade sector
institutions. Due to the lack of transparency and adequate control mechanism, there
may be the chance of vested interest and moral hazard problems. It is a universal fact
that the higher degree of transparency contributes towards the maximizing shareholders

Former Deputy Executive Director, Trade and Export Promotion Centre.
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value and ensuring the fairness to rest of the shareholders in the export sector companies.
Corporate governance also enhances performance of the corporation by motivating
manager to maximize returns on investment, raising operational efficiencies and ensuring
long- term productive growth. Following key points help to emphasis the significance of
corporate governance especially in the trade promotion sector.

1. Trade promotion system stability is important for economic growth,

2. Good corporate governance (CQ) is required in trade promotion to achieve the best
brand in compared with other firms. Trade Promotion stakeholders have wider
stakeholders-government, regulators and most importantly stakeholders.

3. Promotes market confidence, helps and fosters market discipline through good
disclosure and transparency.

4. Helps ensure that company takes into account the interest of not only of a group of
people but also of the communities within which they operate. Those actions in turn
help to ensure that Trade Support Institutions (TSIs) are operating for the benefit of
society as a whole.

5.  Good corporate governance practices can strongly contribute to export market
development and capacity development.

Principles of Corporate Governance In Trade Support Institutions Sector

Earlier GATT, UNCTAD, WTO, ITC and other institutions have developed and presented
the various guidelines on enhancing corporate governance in trade promotion sector but
they do not diverge from each other.

Existing Laws and Regulation

Trade promotion system in Nepal is gearing up for different business and economic
environment. Nepal Government and other stakeholders are working to develop
transparent, competitive and strong trade sector. Till date, there have been several efforts
towards building regulatory mechanism for corporate governance in trade sector. Among
those several efforts following are the Acts and regulations, which provide necessary
guidelines to maintain corporate governance in the trade promotion sector. Many-many
efforts have to be done to reform this sector

Challenges

Before discussing the corporate governance of the Nepalese trade promotion system, it is
necessary to consider the adverse political situation of past some decades. Adverse conflict
system of the past hindered to develop transparency and system efficiency in Government
as well as private sectors involved in trade sector. Frequently changed Government and
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different political unrest keep different anomalies in governance issues. But, now, the
Nepalese economy is rapidly integrated with global economy with its outward oriented
policies followed by membership of WTO, SAFTA, BIMSTEC and others. Besides these,
trade promotion system of Nepal is gearing up for different business and economic
environment with trade promotion sector reform program. Nepal Government and other
stakeholders are working to develop a transparent, competitive and strong trade promotion
sector. On the other hand, last few years data gives contradictory result about industry
return of different sector of economy. The reality of Nepalese economy has been affected
instead of increasing export promotion sector. In this context following challenges are
seen in the trade sector.

Issues related to Regulators
»  Lack of institutional capacity for enforcement of laws, regulations

» Enforcement authorities themselves lack good governance
» Lack of accountability of employees of regulating bodies
» Lack of resources within regulator

» Transparent and scientific policy

» Lack of political and leadership will

Conclusion

In conclusion, corporate governance in trade sector is very crucial for each and every
organization. Corporate governance framework should ensure the strategic guidance
of the company, the effective monitoring of management by the board and the board's
accountability to the company and the shareholders in export sector. Good corporate
governance should provide proper incentives for the board and management to pursue
objectives in the interest of the company and shareholders in trade sector and should
facilitate effective monitoring. The responsibility for good governance lies within the
senior management of the trade promotion sector. Regulators can only facilitate but not
ensure improved governance. Last but not least, I would like to say Self-regulation is the
best regulation in trade sector.
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ACA Paradox

=\ Dr. Narayan Manandhar

When it comes to fighting corruption, countries seem to have found a quick and an easy
answer: establish an anti-corruption agency (ACA) if they do not have oneor rechristen
or strengthen them if they already have one. We now find in many countries, ACAs taking
a centre-stage of the anti-corruption movement. They can be seen actively engaged in
drafting and enforcing anti-corruption laws and strategies, organizing anti-corruption
education programs and coordinating, monitoring and evaluating anti-corruption
programs and activities.

Currently, there are over 150 ACAs established all over the world. Over the past two
decades, their number is growing exponentially. If there were less than 20 ACAs in
1990 then by 2012, within a relatively short time frame, their number has increased by
sevenfold'.Because of their popularity; there are even regional configurations of ACAs.
Currently, there are no less than seven regional configurations®’. ACAs have increased
dramatically particularly after the enforcement of UN Convention against Corruption
(UNCAC). By 2014, the numbers of countries that have ratified UNCAC have risen to 173.
As per Article 6 and Article 36 of UNCAC, it is mandatory for the member countries to
establish corruption prevention (Article 6) and anti-corruption law enforcement (Article
36) body or bodies. The popularity of ACAs can be found in Africa, East Asia and South
Asia. The countries like Hong Kong, Singapore and Australia have established ACAs that
are renowned for other countries to emulate.

There are many countries with both long and short history of ACAs in Asia Pacific region (New
Zealand, 1840 and Timor-Leste, 2010), however, more than half of ACAs in the region have
been established after 2000. Many ACAs established earlier, have been activated recently. As
for example, ACA in Nepal was established in 1977, rechristened 1992, the agency itself could
be seen actively engaged after the enforcement of new anti-corruption law in 2002. Similarly,
in Bangladesh, Anti-Corruption Bureau was converted into Anti-Corruption Commission in

1 Samuel De Jaegere, Principles for Anticorruption agencies: A Game Changer inJindal Journal of Public
Policy, Vol 1 Issue 1 August 2012, Haryana, India

2 Some regional approaches to combating corruption includes: (a) The Eastern African - East African
Association of the Anti-Corruption Authorities (EAAACA), 2007; (b) West African - Network of National
Anti-Corruption Institutions in West Africa (NACIWA), 2011; (c) Arab States - Arab Anti-Corruption
and Integrity Network (ACINET), 2010; (d) Europe- Group of States Against Corruption (GRECO), 1999;
(e) Eastern European Commonwealth of Independent States ACA officials-Anti-Corruption Practitioner
Network (ACPN), 2006; (f) Southeast Asia Parties Against Corruption (SEA-PAC) ASEAN countries
(except Myanmar), 2008; and (f) ADB/OECD Anti-Corruption Initiative for Asia and the Pacific, 1999.
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2004. KIACC in Korea established in 2002 was renamed as Anti-Corruption and Civil Rights
Commission (ACRC) in 2008. Similarly, In Afghanistan, General Independent Agency on
Anti-Corruption (GIAAC) established in 2004 was replaced by High-Level Oversight Office
Anti-Corruption (HOOAC) in 2008. There is now a thinking going on in Afghanistan to
replace Independent Joint Anti-Corruption Monitoring and Evaluation Committee (MEC) by
another high powered agency. In Laos, Supreme Inspection Audit established in 2001 has
been converted to Counter Corruption Agency in 2005. There is a lot ACA experimentation
and metamorphosis taking place in Asia Pacific.

ACAs come in different shapes and sizes with different mandates, power, resources,
accountability and reporting responsibilities. Some ACAs have been established as an
independent statutory body or even a constitutional body like our Commission for the
Investigation of the Abuse of Authority (CIAA). Basically, there are two ACA models.
First, a single agency model, as practiced in Hong Kong, where all of the three classical
functions of combating corruption, namely, corruption prevention, public education and
law enforcement functions are placed under one roof. By pulling all of the three functions
— prevention, education and enforcement — under a single roof, the agency seeks to strike
complementarily between these three functions. Even within the single agency model,
ACAs may have different orientation. As for example, ACA in Hong Kong focus on public
education while ACA in Singapore specializes in corruption investigation.

In the second multi-agency model, these distinct anti-corruption functions are expected
to be carried out by separate agencies. Examples of this type can be found in USA, India
and EU countries.

In spite of immense popularity of ACAs their reputation is masked by limited impact. A
few normative and empirical studies have argued that ACAs have had limited impact, if
any at all, and are therefore not worth the investment that has been made by the donor
community®. Saving few countries, the success stories of ACAs in combating corruption
come in rare. Their growth and popularity has not been matched by their performance.
In some countries ACAs are established merely as “Witch Hunts” to be manipulated by
the ruling party to attack and eliminate members of the opposition or to punish members
of their own party who are perceived as having stepped out of line.*Commenting on the
situation of ACAs in South Asia, the Transparency International has called them to be
“tied-up and toothless” tigers.°This may be true as many of them have to operate under
an extremely unfavourable fuzzy political environment. Many times ACAs in the region
operate without Chief Executive for a prolonged period of time; there is also an issue

3 RecanatiniFrancesca, Anti- corruption authorities: an effective tool to curb corruption in International
Handbook on the Economics of Corruption, Vol II edited by Susan Rose-Ackerman and Tina Soreide,
Edward Elgar Cheltenham, UK, Northampton, MA, USA

4 USAID, Office of Democracy and Governance, Anti-Corruption Agencies (ACAs), November 2006

5 Fighting Corruption in South Asia: Building Accountability published by Transparency International, May
2014.
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of high political interference and manipulations, independency, public expectations and
performance monitoring of ACAs in South Asia.

In this write up, I will take up some of the paradoxes that ACAs have to live with and
which might have contributed to their poor performance.

The first paradox could be called Icarus Paradox. The implied meaning here is that the
success stories of ACA may easily turn into failures. Like in Greek mythology, the son of
Daedalus, after inventing his wings of wax and feathers was able to fly but he flew too close
to the sun just to get the wax melted and ultimately gets drown in the sea. Similar to the
situation faced by Icarus, ACA’s initial success may raise people’s expectations too high to
be fulfilled by the agency; ultimately, leading the agency may be toppled down due to its
own success.Often, the failure of an ACA occurs after an initial period of success. Several
agencies do quite well in the beginning, only to be deprived of their zealous heads of
agency through all sorts of ploys. Several ACA heads have been dismissed or imprisoned.
Others have resigned or retired, thereby leaving the ACA in a state of decay or paralysis.®

The second paradox is again related to ACA performance. If they do their jobs they are
damn if they don’t they are still damn for not doing. ACAs all over the world are generally
accused of frying only small fishes, and doing nothing with sharks. But when they try to
haul big fishes, they are again accused of politically motivated actions or scoring personal
vendetta. The reason why ACAs have to live with this paradoxical situation is explained
in the policy studies done by Princeton University: ACAs often face resistance from
powerful beneficiaries of domestic corruption networks, who perceive the new institutions
as adverse to their interests. These antagonists often seek to neutralize the agencies by
weakening the agencies’ credibility, legal powers, or operations. Consequently, many ACA
leaders confront a strategic dilemma: Either they persevere with high-level investigations
and bold reforms—risking crippling pushback or potential dissolution—or they lower
their sights and pursue unobtrusive efforts that might appear timid or biased. Either
outcome imperils the political support and public trust ACAs need to sustain effective
operations.”This paradox is best described by the situation faced by ACA in Nepal. CIAA
in Nepal is accused both for being inept, only frying small fishes and at the same time
creating terror in government bureaucracy.

The third ACA paradox has to do with the jurisdiction of ACAs, that is, whether and
to what extent ACAs deal with past corruption crimes. ACAs are often asked to just to
deliver good governance but also to deal with the corruption crimes committed by the past
governments. ACAs have to make a choice between investigating past corruption crimes
and current corruption crimes and preventing future corruptions. As an example, Anti-

6 Samuel De Jaegere, Principles for Anticorruption agencies: A Game Changer inJindal Journal of Public
Policy, Vol 1 Issue 1 August 2012, Haryana, India

7 w.w.w.princeton.edu/successfulsocietiesm Underdogs to Watchdogs: How Anti-Corruption Agencies Can
Hold of Potent Adversaries by Gabriel Kuris, Innovations for Successful Societies, Building Institutions and
Escaping Traps,
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Corruption Commission (ACC) in Bangladesh has been crippled by tens of thousands of
past corruption cases. If ACAs are to deliver results, there must be a line of retrospection
or a starting point for ACAs to begin its anti-corruption actions. In this connection,
OECD review report on ACA models writes, “while this expectation to investigate past
corruption crimes might be highly legitimate in some circumstances, focus on the past
give rise to two important caveats: it can taint (rightfully or wrongly) the newly established
anti-corruption institution with a label of pursuing politically motivated persecutions. It
canresult in a disproportionate allocation of resources of the newly established institution
on the past cases — making it impossible to pursue current cases effectively””® Therefore,
the report recommends for ACAs to have a prospective and future oriented actions. The
retrospective focus should be limited to only the most severe and clearly indicated cases.

The fourth paradox is related to limited mandate of ACAs. ACAs often are given a
limited mandate to investigate and prosecute corruption crimes. In Nepal CIAA can only
investigate and prosecute corruption crimes committed by public officials. The private
sector and non-governmental organizations are left outside its purview. With regards
to the members of the constitutional bodies, army and judiciary, CIAA can investigate
corruption crimes only after their impeachment or removal from their position.
Compared to this, in Papua New Guinea, the Ombudsman Commission can no longer
legally investigate the case once the politician resigns from his position. It is amazing to
see how politicians design a crippling system.

There is a move now in Nepal to curtail prosecution power of CIA A and limited its function
to corruption investigation. In Indonesia, corruption eradication commission (KPK) has
a very broad mandate to investigate and prosecute any official, including members of
parliament and judges, except the military. It can investigate, but cannot prosecute the
members of the military. Similarly, in South Korea, ACRC can only investigate corruption
crimes; it has no rights to prosecution. Different countries have followed different
traditions.

The fifth paradox is with accountability and independence of ACAs. There is a strong
feeling that an accountable ACA cannot be made independent and vice versa. In many
occasions, ACAs are created with an independent status, however, at an operational level;
they are constrained by having to depend on government budget, staff resources and other
operational directives. No ACA can claim operational freedom without first claiming
resource independency. Recently, in Philippines, a bill is underway in the parliament
allowing its ACA to claim 30 percent of the money recovered from the corruption convicts.
The strategy is purely designed to have a performance based ACA. In Mongolia, there is
a guarantee to have no cut down in ACA budget. These rules are designed to ensure
freedom and independency of ACA operations.

*
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8 Specialised Anti-Corruption Institutions: Review of Models, OECD publication 2008
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National Integrity System Assessment :
An Overview

=\ Rajeev Kunwar*

Under National Integrity Context and System Analysis (NICSA), a thematic programme
entitled “Measuring Anti-Corruption Context, Systems and Progress towards Demand for
Effective Reform” has been undertaken and accomplished by Transparency International
Nepal from the period of 2013 to 2014. National Integrity System (NIS) uses an evidence-
based and consultative approach to evaluate 13 pillars (legislature, executive, judiciary,
public sector, law enforcement agency, electoral management body, anti-corruption
agency, ombudsman, supreme audit institution, political parties, civil society, media and
private sector). In the context of Nepal, Ombudsman is incorporated in the role of anti-
corruption agencies having only 12 pillars. It is assessed in three dimensional terms of
capacity (functional and resource), governance (integrity, transparency and accountability)

and roles (overall integrity/code of ethics).

NIS provides in-country study of anti-corruption stakeholders having with holistic and
comprehensive regulations governing the political agents, public officials and non-state
actors on their actual modus operandi or behavior. TI Nepal is the first National Chapter
in South Asia to conduct and publish Integrity Study in 2002, subsequently in 2004, 2012
and latest in 2013-14. The studies are preliminary assessment requiring further in-depth

research which is opened to the concerned expert and researchers.

NIS assessments are undertaken in more than 70 countries and NIS methodology has
been improved since then and expanded to both qualitative and quantitative information.
Thus Transparency International Asia Pacific Programme focuses on “Towards Effective
Leadership and Reforms in the Fight against Corruption” taking into account of the
concerned country’s social, economic and political context and particularly the role of key
political agents and coalitions in sustaining corruption as well as effectively addressing it

through political will and serious commitment.

Whilst NICSA is a systematic assessment process that gives thrusts for action among

the anti-corruption community in terms of policy reform, evidenced-based advocacy

Transparency International Nepal.
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or trouble shooting hotspots or sites of specific corruptions. Advocacy is envisaged
throughout the project with M&E comprising a three tiered approach with specific
performance, outcome and impact level indicators. Expected outcome of this project
was to identify potential channels and coalitions of reform with priority areas in NIS and

bolster regionally at national level for stronger anti-corruption drive.

The necessary step should be undertaken to reform the sector of governance and instill
healthy checks and balances between and among NIS pillars on anti-corruption stance.
The integrity health check-up under this framework and methodology provides clear anti-
corruption solutions and knowledge (ASK). It identifies key problems and clogs in the
nerve of the state, public sector and non-state domain. And it suggests key specific policy
recommendations to the respective pillars to ensure proper and adequate operation of

institutional pillars.

Nepal’s NIS is in such a vulnerable situation due to absence of new constitution, local
elected representatives at district and municipal agencies and rising levels of legal impunity.
In addition unstable government has exhibited public power with frequent transfers of
civil servant without following proper process and procedure, contraction of constitutional
agencies devoid of optimum work performance and no professionalism in administrative
matters and political vocation. Thus there is a noticeable gap between the legal regime and
laws in action, implementation and enforcement. NIS examines and gives score on this
qualitative assessment with quantitative numerical. The latest assessment portrays a bleak

picture if they are not promptly addressed and remedy is not rectified soon.

Layman can say that the watchdog and oversight agencies should be strengthened. But does
arming these anticorruption agencies with law the only solution when the symptoms of
corruption asa disease is multiplying like a virus. The evidence supports that corruption is
not only about bribe taking and giving but non-monetary transactions, pilferage, omission
and commission, leakage and seepage. Time has come that we have to stop this pernicious
activities to cement trust deficit of the public in civic bodies and state authorities through
strict enforcement (implementation is a weak in degree) of prevalent laws, acts, rules and

regulations in Nepal.

There is strong petty political interference across the state and governmental institutions
and political party manipulating undemocratically the appointments in the form of power
sharing. The responsibility holders have to shield these institutions with undue political

negotiations, bargaining and uninvited influence. There must be minimal understanding
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that there will be no vacant position in constitutional organs and bodies from now onwards
to secure public’s credibility and faith that government is doing its best to keep national

and public interest in mind.

Anti-corruption agencies like the Commission for the Investigation of Abuse of Authority
(CIAA) have to caution and sensitize the political parties not to brook into its investigation,
prosecution and prevention in corruption cases. Elections have to be held in the country
both national and local to refine the political system which has become too messy and
chaotic. Similarly National Vigilance Centre has to swiftly make compliance of public
official and authorities to declare asset disclosure through periodic monitoring, review
of effectiveness of laws against illicit amass of wealth and timely public dissemination of

asset holders.

The role of CIAA is in confusion between role of an investigator, prosecutors and preventer,
and law enforcement agent. There are some recommendations such as to pursue unbiased,
impartial and objective investigation of cases that are ongoing, pending and in waiting.
Publicity stunt like of sting operation harms the real spirit and letters with which cases to

be followed to the end or conclusions.

It must essay to keep political patronage at bay and disseminate information on the means
and ways to prevent corruption and take measures to enhance code of ethics in public

service institutions.

In tandem Law Enforcement Agencies (LEAs) are not untainted by pressures from the
political leadership to prosecute selectively and apply impartially laws of the land. The
rule of law is the essence of good governance and LEAs is accountable to the government
of Nepal. Though there is cry for the need of adequate resources, expertise and technical

expertise but it is not a good reason to grapple with current disposal of resources.

Above mentioned two related pillars (NVC and LEAs) to the CIAA is one of examples
you will find in the TI Nepal’s NIS Assessment of Nepal, 2014. This systematic approach
wipes out the dirt that is carrying on the archival records of the government. Once the
NIS performs its operation in normal fashion which is yet in abnormal state of affairs, the

State of Nepal can regain life and inhale a new stream of oxygen in its organs.

*
kk

THINHT 2009 - 9%



Nature, Causes and Consequences of Corruption

S\ Tara Prasad Bhusal*

1. Introduction

Corruption is an act done with intent to give some advantage inconsistent with official
duty and the rights of others. It includes bribery, but is more comprehensive; because an
act may be corruptly done, though the advantage to be derived from it is not offered by
another. Sometimes corruption is understood as something against law.

Corruptionis deviation ofhuman mind fromideal social morals. Corrupt mind is originator
of Corruption, selfishness and greed are main promoters of corrupt human mind. Political,
corporate and individual corruption in Nepal is major concerns. Paying bribes for different
task indifferent way and at different level is like inevitable part of human life.

According to the Commission for the Investigation of Abuse of Authority (CIAA)
of Nepal, corruption is a social evil having pervasive nature. It is prevalent in various
forms and dimensions. It has been deeply rooted in society as a 'convention), 'tradition’,
'psychological need' and 'necessity' with a regular practice not only in public service, but
also in business transaction and other kinds of dealings as well. All strata of the society
have been adversely affected by corruption.

Corruption is also the issue of governance and effective management. Corruption control
is the most urgent and imperative task to be accomplished in Nepal to establish a fair
and transparent governance system. It is prudent to establish what we understand by the
term ‘corruption’ There are various definitions and understandings as to what exactly
constitutes corruption. The definition most frequently used by social scientists is Nye’s,
that corruption is: “..behavior which deviates from the normal duties of a public role
because of private-regarding (family, close private clique), pecuniary or status gains; or
violates rules against the exercise of certain types of private-regarding influence. This
includes such behavior as bribery (use of rewards to pervert the judgment of a person in
a position of trust); nepotism (bestowal of patronage by reason of inscriptive relationship
rather than merit); and misappropriation (illegal appropriation of public resources for
private-regarding uses)”.

Although defining corruption in this way is convenient, it should not be considered a rigid
framework for ruling what should or should not be considered corrupt. Different nations
and cultures have differing conceptions of corruption; legally, in terms of public interest,
and in public opinion. Furthermore, certain ‘corrupt’ exchanges such as clientelism and

Associate Professor, Central Department of Economics, Tribhuvan University.

TN 099 - RTo



gift giving may be engrained within the culture of the society and so are not considered
by those involved, to be corrupt. As Gardiner notes, “There are nations where official
corruption has been widespread for many years with no visible signs of public outrage”
The reason for this may be, as the analysis on the benefits of corruption reveals, there are
instances when ‘corrupt’ activities seem to be beneficial to development.

Perspectives on the costs and benefits of corruption can divided into those that perceive
the benefits of corruption to be positive for development, and those that regard it as
inimical to the development. Although among recent literature there is consensus that
Left’s arguments lauding the benefits are flawed, an understanding of his rationale in
asserting that corruption can be beneficial to development is valuable if only to juxtapose
against opposing arguments. The main purpose of this article is to discuss about the
nature, causes and consequences of corruption.

2. Definition of Corruption

Contemporary literature gives multiple definitions of corruption, all of which take into
account one or another particular aspect, but none can account for its complexity. As a
result, some definitions are limited and only applicable in a narrow range of cases. The
opposite also occurs when the definitions become too broad and, as a result,
useless (Waite & Allen, 2003). The most commonly used definition of corruption is the
“abuse of authority for material gain” (Anechiarico & Jacobs, 1996). A similar definition
of modem corruption is described as a violation of the legally established barriers that
exist between public office and private interests or as an abuse of authority for private
gain (Nye, 1967). The obvious virtue of this definition is that it provides a starting point
for analysis of corruption by explicitly mentioning the separation of public and private
interests. A definition of corruption is the exchange of wealth for power, where the power
is rooted in a public position (Jain, 2001).

Corruption in the public sector is a widespread occurrence around the world. The media
often reports cases of corruption in various countries and social subsystems including
police stations, customs, political systems, courts, and businesses. Corruption has also
become a subject of multiple research studies. Substantial efforts have been made by
scholars of corruption who tried to understand the costs of corruption in customs
(Larmour & Wolanin, 2001); police stations (Bouza, 2001); political systems (Kotkin &
Sajo, 2002); and, more specifically, effects of corruption in one public sector (e.g., political)
on other public sectors (e.g., health and educa- tion; Gupta, Davoodi, & Tiongson, 2000)
and adverse consequences of corruption on economic development (Theobald, 1990).

3. Types of Corruption

Different types of corruption are strictly linked to the theoretical view on corruption.
Economic theory has developed two basic views of corruption.
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One view is set within the framework of the principle agent theory. This approach is
based on the assumption that there is an asymmetry of information between principals
(politicians or decision makers) and agents (civil servants or bureaucracy). Accordingly,
benevolent politicians are notinformed about the misdemeanors of their subordinates. This
approach is analytically very clear, it is very well developed, and the models of theoretical
models of corruption based on this approach are analytically rich, as they can explain a
wide range of behavior of civil servants, including administrative corruption. However,
this approach cannot explain political corruption. According to the main assumption, the
state is benevolent, so there is no possibility for political corruption. Only administrative
corruption (corruption of civil servants) can be explained and predicted. Since the list of
corrupted politicians and associated political scandals is lengthy in virtually all countries
of the world, it seems that not only are the assumptions of the model unrealistic, but also
its predictions regarding political corruption are wrong.

Political corruption simply cannot be explained within this methodological framework.
The crucial feature of this approach is that corruption is exogenous to the political
process; hence principal agent relations (and the scale and scope of asymmetry of
information) are not as influenced by the political process and political constellations
as by the outcomes of that process. In other words, corruption is not institutionalized.
Nonetheless, if corruption is considered endogenous to the political process, corruption
is institutionalized and its level and pattern depend on the political constellation, i.e. the
political regime in the country. Corruption is nothing but a consequence of the political
process. The methodological breakthrough of that kind has been recently achieved by
Charap and Harms.

The methodological approach is based on the recent contributions to literature on the
economics of conflict and appropriation, the economics of organized crime, and the
political economy of dictatorship. Within such a framework, corruption is considered as a
form of rent appropriation by the ruler. Corruption is the answer to the problem of internal
cohesion of predatory teams. Corrupt civil servants are created to satisfy ruler desire to
foster loyalty through patronage. Corrupt civil service is nothing but the extension of
efficient rent appropriation by the ruler. The rent is extracted through sales of a limited
number of permits and licenses for economic activity. Furthermore, endowing only a
few civil servants with the power to grant licenses enables the diversion of the licensing
proceeds from the budget towards private gain. Finally, civil servants are cooperative
because they have their share in the spoils. Corruption serves as a hostage mechanism to
minimize the probability of defection or insurrection by lower level insiders of corrupted
civil servants; they are effectively constrained, due to their own participation, from turning
to the public to denounce the system. Dictators can, when and if necessary, find a reason
why an uncooperative civil servant is found guilty of corruption. Hence, there is both the
carrot and the stick to strengthen loyalty.
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This approach is tempting because it provides grounds for understanding and explaining
the relationship between corruption and the political process. Nonetheless, this
methodological approach does not provide a clear analytical framework for consideration,
given the level and structure of corruption. The main problem is that the structure
of incentives to the political decision makers and the change of that structure are not
explained, hence we have no information on the driving force of the change, although the
model provides information on the structure of incentives for rent appropriation.

In general, within one or the other theoretical views, three basic types of corruption are
identified.

a)

Corruption without theft :The first one is corruption for achieving or speeding-up
materialization of some specific right that the citizen or legal entity is entitled to
— corruption without theft, as suggested by Shleifer and Vishney. If a person bribes a
civil servant in charge of issuing a passport that a briber/corruptor is entitled to, i.e.
there is no legal barrier for his passport to be issued, that is exactly the first type of
corruption. Its specific and more aggressive version is bribing officials for jumping the
queue for providing the service that is thoroughly legal. In other words, civil servants
are corrupted to do their job or to do it more quickly than they usually do, instead
of not doing it. The frequency of this type of corruption is a good indicator of the
capacity and effectiveness of a country’s administration, i.e. its poor administrative
capacities or poor supply of administrative services. One should bear in mind that
the shortage of supply of administrative services can be deliberately produced, aimed
at creating the rent and its redistribution via corruption.

Administrative Corruption: The second type of corruption is a corruption that
violates the legal rules, or a very biased enforcement of the rules. This is administrative
corruption and is the most modeled type of corruption - the vast majority of
theoretical contributions in the field are about administrative corruption. This is due
to very clear motives and incentives for each economic agent and very clear relations
between them. This type of corruption corresponds to the principle-agent model of
corruption, as the total supply of corruption (demand for the bribe for violating the
rules) is provided by the civil servants. The most significant direct consequence of
this type of corruption is that legislation and public policies are not justly enforced.
A cynical approach to the issue within countries with widespread corruption is that
some public policies are so bad, it is actually better for the society that they are not
enforced. Accordingly, corruption is considered to be the second best solution. It
would be better if these policies were not enforced at all. Nonetheless, since the
political process resulted in bad policies (and no alternatives to that political process
are feasible in the foreseeable future), corruption is seen as a solution for bad public
policies, whatever the source of these bad public policies. Nonetheless, one should
take into account the costs of corruption as such, particularly the costs of corruption
as a method for circumventing bad public policies.
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c) State Capture Corruption: Finally, there is “state capture” corruption that is aimed at
changing the rules and regulations into rules and regulations that favor the interests
of the corruptor. The concept of state capture was developed by the World Bank
primarily for explaining the reality of political life in transitional economies. The
underlying assumption is that legislation and public policies are decisively influenced
by the bribing of legislators by a few oligarchs very powerful business people. In
other words, public policies are inevitably formulated to favor the oligarchs, not the
public. Although there is no doubt that such a process exists, and that this type of
corruption can explain some elements of public policy in many countries (not only
transitional ones), the concept of “state capture” lacks analytical clarity. The main
problem is that interest groups influence legislators’ decision making in all countries.
Strong lobbying is an entirely legal and legitimate activity in mature democracies. The
crucial analytical problem of the “state capture” concept is specifying a cut-offline
between legitimate political lobbying and “state capture” created by corruption. The
state can be captured both by aggressive lobbying and by effective corruption.

Subsequently, the crucial question is to what extent are the outcomes regarding public
policies from legitimate lobbying and illegal corruption different, and more specifically
are the public policies designed by lobbying superior to the ones designed through
corruption? Additionally, the question is whether the social costs (in terms of the
opportunity costs of resources used) of lobbying are greater or less compared with the
social costs of corruption. In brief, although the type of corruption that influences public
policy is very important to consider, the analytical framework of “state capture” should
be substantially improved in order to better explain its mechanisms and for an enhanced
understanding of the process.

The other important distinction in the case of corruption is its industrial organization,
as Shleifer and Vishney thoroughly analyzed the phenomenon, emphasizing centralized
(monopolized) vs. decentralized patterns of corruption. The crucial prerequisite for
centralized corruption is the ability to enforce joint profit in bribe collection. It is closely
related to the problem of enforcing collusion in oligopoly. It has been pointed out that
when governments have an effective policing machine to monitor the action of civil
servants, corruption in the country is centralized. Within the methodological framework
of a benevolent state, the analysis of industrial organization cannot answer why some
(benevolent) governments are equipped with agencies while others are not. Apart
from the prerequisites for distinctive industrial organization of corruption, the crucial
distinction is the one of transaction costs. In decentralized corruption, a single corruptor
is dealing with multiple, rather than single, corruption contracts (transactions), hence
the transaction costs are multiplied. In other words, a monopolized corruption pattern is
superior to a decentralized one regarding the scale of transaction costs.
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4, Causes of Corruption

For most economists, the root causes of corruption lie in the delegation of power. It is
the discretionary use of that power and the often monopolistic position public agents
enjoy when dealing with contracts which make corruption possible. The incentives and
opportunities for corruption depend on the size of the rents, or the personal profit, which
public agents can derive from allocating those contracts.

Corruption therefore occurs at those points where the political, bureaucratic and
economic interests coincide. There is legislative corruption when politicians betray the
electorate by selling their votes to pressure groups, and administrative corruption when
public officials take payoffs to allow someone to secure a procurement contract or to gain
immunity for tax dodging. In fact, opportunities for misdemeanor exist at every level,
from grand corruption at the highest public office, to petty corruption at the lowest rung
on the ladder.

Like any other market, corruption is based on a contract between different interests. Firms,
pressure groups and citizens try to maximize their gains by paying bribes, while public
officials try to maximize their illegal earnings and politicians their power and wealth.

Bribe payers may seek to avoid or reduce costs, through illegal reductions in taxes, lax
enforcement of regulations, underestimated rent for public housing or the dropping of
criminal charges.

Multinationals might pay bribes just to jump the queue in getting a house or a telephone
line connected. Even obtaining a research grant often presupposes a bribe. Bribers may
even be coerced to pay, which is called extortion.

All economic agents are maximizing their individual utility, i.e. personal welfare (wealth).
Accordingly, selfish interests of economic agents are the basic motive for economic
transactions between them. Resources are allocated to the activities that provide the
greatest returns on investment (an allocation decision).

In short, people in all conceivable conditions behave economically rationally. As described
earlier, rent is a factor of income above the competitive returns (opportunity costs) of the
factor. Because of that, i.e. because rent appropriations will maximize individual utility
welfare), economic agents are engaged in the rent-seeking process, the process of creation
and distribution (appropriation) of rent. Theoretically speaking, rent can be created in
a few distinctive ways, but in reality the most significant rent generator is government
intervention, i.e. violation of free market operations. A frequently used synonym for this
type of government intervention is regulation. In other words, instead of enabling the
free market to regulate relations and transactions among economic agents on the market,
the government, whatever the motives may be, steps in and regulates these relations in a
hands-on manner.
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The majority of government intervention on the market is prohibitive, i.e. economic
agents are precluded from doing something, unless the government explicitly empowers
some of them to do so. A typical regulation of this kind is import licensing. Only the firms
that obtain import licenses are allowed to import certain goods and only the quantity
specified in the license. That will inevitably create a shortage in the market; supply will
not be formulated according to the marginal costs of the producer/importer, but by the
administratively specified quantity. At that specified quantity, the price commanded by
demand (i.e. the amount of money consumers are prepared to pay for an additional unit
of the good) will be substantially higher than the costs of its production/import. That
difference is economic rent which will be distributed, i.e. appropriated, at the end of the
day. By paying a bribe to get an import license, a portion of the rent is appropriated by
the corruptor and the remaining portion is appropriated (in the form of bribe) by the
corrupted. Needless to say, without introducing import license regulation there would
be no rent and there would be no corruption. There are some cases of corruption not
linked to rent, but the most significant, most common, and consequentially dangerous
forms of corruption are linked to rent-seeking behavior. Accordingly, more government
regulation ceteris paribus (all other things being equal), results in fewer free-market
operations, and therefore more corruption. Nonetheless, apart from the content of
legislation that introduces government regulation, it is very important how these rule
and the process of the enforcement are specified. As to the specification of the rules,
for efficient enforcement the rules should be simple, clear, and easily understandable by
anyone. The more complicated, unclear, and ambiguous the rules, the more opportunity
there is for corruption.

Furthermore, procedural legislation, which are rules regarding enforcement of rules
and regulations, is very important for corruption. The complicated and non-transparent
legislation specifying slow procedure (procedures with unspecified time limits or no
binding deadlines), at the discretion of civil servants in the enforcement process, creates a
tremendous opportunity for corruption. Not only does such legislation create incentives
for corruption, but it also decreases the probability of detection, making threats to the
corruptors and corrupted less credible. The analysis of corruption factors is a prerequisite
for an effective strategy for fighting corruption, as the strategy should take into account
and address the main sources of corruption. Taking into account that rent is the most
important source of corruption and the government intervention that creates rent is
the most important factor of corruption, the crucial element for any effective strategy
for fighting corruption is deregulation. Deregulation means abolishing government
intervention that is prohibitive, thus allowing market forces to function effectively. Market
forces on the free market will drive all the factors’ returns to their competitive level and
there will be no rent due to government intervention, hence there will be no source of
corruption of that kind. There will be no shortage on the market, no queues for goods
whose supply is limited, no black market and no rent generated and appropriated from
long queues and the black market.
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From another perspective, deregulation will decrease and in some cases eliminate
corruption due to the lack of discretionary power of civil servants. Then there will be no
incentive for private parties to bribe civil servants, because civil servants will not be in a
position to offer any favor to the corruptor. For example, there will be no import licenses
because anyone can import whatever she likes in the quantity that she considers profitable
or good for the business. There will be no barriers to entry that must be circumvented by
a certificate issued by a civil servant, etc. Civil servants will lose their power to decisively
influence the fortune of business people and citizens.

Deregulation and decreasing the role of the government has its limits. The basic reason
for the government to exist is to provide the rule of law. For economic agents the most
important aspect of the rule of law is protection of private property rights through
efficient contract enforcement. In the case of rule of law, government power should not be
diminished, on the contrary it should be enhanced — there is no room for the government
to withdraw from this area as a key element of anticorruption strategy. On the contrary,
strict rule of law is one of the elements of an effective strategy for fighting corruption.
Accordingly, all measures that improve the rule of law will definitely contribute to the
fight against corruption. One of the crucial elements of strengthening the rule of law is
the creation of simple, clear, and transparent rules that are understood by all concerned
parties. Such rules of the game — and the name of the game is market competition — will
minimize disputes regarding their enforcement which will minimize the uncertainty of
economic agents and substantially decrease any room for corruption.

The causes of corruption are many and complex. Following are some of the causes of
corruption.

i.  Emergence of political elite who believe in interest-oriented rather than nation-
oriented programs and policies.

ii. Artificial scarcity created by the people with malevolent intentions wrecks the fabric
of the economy.

iii. Corruption is caused as well as increased because of the change in the value system
and ethical qualities of men who administer. The old ideals of morality, service and
honesty are regarded as an achronistic.

iv. Tolerance of people towards corruption, complete lack of intense public outcry
against corruption and the absence of strong public forum to oppose corruption
allows corruption to reign over people.

v.  Vast size of population coupled with widespread illiteracy and the poor economic
infrastructure lead to endemic corruption in public life.
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vi. Inahighly inflationary economy, low salaries of government officials compel them to
resort to the road of corruption. Graduates from IIMs with no experience draw a far
handsome salary than what government secretaries draw.

vii. Complex laws and procedures alienate common people to ask for any help from
government.

viii. Election time is a time when corruption is at its peak level. Big industrialist fund
politicians to meet high cost of election and ultimately to seek personal favor. Bribery
to politicians buys influence, and bribery by politicians buys votes. In order to get
elected, politicians bribe poor illiterate people, who are slogging for two times’
meal.

5. Consequences of Corruption

As to the consequences of corruption, it should be recognized that the bribe itself is
nothing but a redistribution of income. In other words, the bribe itself is not a welfare
loss -the scale of social welfare does not change, only its distribution. Although strictly
speaking this is true, emphasizing only distributional aspects of corruption is one of the
major fallacies of corruption research.

The first reason is the existence of huge transaction costs from corruption. As it has
been pointed out, corruption is an illegal contract, and therefore its transaction costs are
massive. And transaction costs are real costs: the opportunity costs of resources engaged
in transaction activities. According to some estimates (Tanzi), senior managers in
countries with widespread corruption spend about 20% of their working time negotiating
corruption and enforcing corruption contracts; this is the amount of transaction costs in
terms of the opportunity costs of highly skilled labor.

There is a rather widespread notion that the corruption income of corrupted civil servants
provides compensation for their lower wages. Hence there is no need for a wage increase
and no need for increasing the tax burden. In other words, the corruption burden is its
own kind of a “tax burden” that, according to this approach, enables the proper tax burden
to be decreased. However, proper taxation (together with efficient tax administration)
decreases uncertainty and transaction costs. Hence, corruption “taxation” is inferior in
terms of economic efficiency.

Furthermore, it was demonstrated that rent-seeking activities are closely related to
corruption. The origin of rent-seeking is public policies that boost government intervention
and disable free market operation. These public policies can be deliberately pursued
specifically because they create rent, i.e. these policies can be influenced (irrespective
of whether it is done by legitimate lobbying or illegitimate “state capture” corruption)
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by interest groups with a vested interest in creating and appropriating rents. Although
these public policies are in favor of these interest groups, they are completely wrong
regarding maximization of economic efficiency and social welfare, i.e. they are not in
favor of the public interest. Corruption violates the rule of law, and the rule of law is a
prerequisite for the market economy. If there is no rule of law, there is no protection of
private property rights and no contract enforcement. There is poor exchange between
agents because there are no incentives for exchange due to poor protection of property
rights and inadequate support of contract enforcement. Because of the poor exchange
between firms, all firms produce the majority of inputs internally, instead of the purchasing
these inputs on the market. In other words, there is no social division of labor and no
prerequisite for specialization. Since there is no specialization, a significant source of
increasing economic efficiency is absent. This is the indirect way in which corruption
diminishes economic efficiency and consequently social welfare. Corruption increases
basic business uncertainty, particularly regarding protection of property rights. This kind
of uncertainty decreases the expected profit rate for potential investors. Investors, making
their decisions based on expected profit rate (returns), are less likely to invest when lower
returns are expected. This is particularly true for the foreign direct investors who compare
expected returns, i.e. expected cash flow for investments in various countries and decide
to invest their capital in the country with the highest expected returns. Since corruption
decreases expected returns,

The costs of corruption are difficult to calculate, partly because of the secrecy involved
and also because the distortions caused are hard to measure. But some effects seem to be
beyond doubt.

Crucially, corruption can lower the quality of public goods and services and even threaten
safety. The collapse of buildings in Seoul and during the earthquake in Turkey was partially
blamed on substandard contracts and shabby construction. Corruption also distorts the
redistributive role of the state. It fuels the informal sector and acts as an incentive to evade
taxes. It also totally distorts programs to combat poverty, undermining international aid
and reconstruction programs. It is important to distinguish between the political and
economic effects of corruption, since they are by no means identical. The corruption
that accompanied agrarian reform in Morocco in the early 1970s may have contributed
to political stability, but it undermined economic growth. On the other hand, the same
political stability may have boosted growth over the longer term. But it should not be
concluded that all corruption damages growth. The World Bank has found that countries
with more predictable corruption have higher investment rates. Thus, countries with
endemic but predictable corruption, such as Thailand and Indonesia, have had strong
investment growth.
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6. Conclusion

Corruption is an intractable problem. It is like diabetes, can only be controlled, but not
totally eliminated. It may not be possible to root out corruption completely at all levels but
it is possible to contain it within tolerable limits. Honest and dedicated persons in public
life, control over electoral expenses could be the most important prescriptions to combat
corruption. Corruption has a corrosive impact on our economy. It worsens our image in
international market and leads to loss of overseas opportunities. Corruption is a global
problem that all countries of the world have to confront, solutions, however, can only be
home grown.

It can be said that we the common man are the solution of corruption because we are
the only reason why corruption is so popular in Nepal. We support corruption that is
why it exits. Whatever corruptions are there in the country, we are the persons who are
motivating corruption to be successful. We are the only person who elects the politicians
into different authorities that are supporting corruption in our country. Common citizen
of our Nepal let us start working from now onwards with common goal of removing
corruption from Nepal.
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Corruption and Human Rights Violation :
Establishing the Linkage

S\ Aakriti Rayamajhi

Corruption is a worldwide phenomenon faced by every society, though, varying in its
extent of severity. The term “corruption” comes from the Latin word “corruption” meaning
“moral decay, wicked behavior, putridity or rottenness” Although corruption has a long
history, its varied causes, forms and multi-faceted impacts have made it difficult to define
corruption. It differs from country to country and continues to be for the most part
contextual and relative. However, it is established that corruption is inimical to public
administration, weakens democracy, debases moral foundation of any society and violates
the inherent human rights.

Corruption affects every individual in a society but it excessively distresses the vulnerable
sections of the society dejecting the universal value of human rights. On the other hand
guaranteeing/promoting/fulfilling human rights are valuable preventive method for
combating corruption as they eventually empower the general public and fashion social
responsibility and accountability.

There is a significant linkage between the efforts to protect/promote/fulfill the human
rights and the crusade against corruption; both fighting for the adequate standard of life
implanted in human dignity and human security. Corruption is unable to coexist with the
principles of fairness and integrity. It undermines human dignity and security thereby
preventing the effective realization of human rights and basic freedoms guaranteed by
the constitution.

Corruption intensifies poverty; violates human rights; disrupts development; defeats the
principle of rule of law; increases social disparity and above all annihilates the poise in
governments and the democracy at large.

Corruption is detrimental for the straightforward explanation that significant decisions are
determined by concealed motives rejecting the cost and its impact on the society at large
thereby menacing domestic order and stability. The investigation of more than 700 fake
schools initiated by the Commission for Investigation of Abuse of Authority (CIAA) is an
example as to how the decision driven by the hidden motives of those in authority affects
the whole society and a whole generation. Right to free primary education guaranteed by
the Interim Constitution of Nepal is ruthlessly violated and undermined for the vested
interest of a few corrupt.
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Furthermore corruption slows down the pace of economic growth and sustainable
development; exemplified by the tendency of illegally holding electricity generation
license in the bag, the adverse impact of which is faced by every individual having to face
load shedding half a day daily. The misappropriation of the government budget allocated
for developmental activities, infrastructural development and road expansion and so on is
another instance which has reversed our move towards sustainable development.

More prominently, corruptions destabilize social welfare by redistributing and reallocating
the nation riches in a way that produces artificial disparity and infuriates the existing
inequality. Above all, corruption impinges on the integrity and creates hurdle in the
protection of human rights and the realization of fundamental freedoms and acts as a
stumbling block to establish and embrace the true essence of democracy.

In some cases, it is their defenselessness and vulnerability that makes certain groups
easy sufferers of corruption. For instance, a number of cases have been filed against VDC
secretaries for embezzling the social security budget allocated to the disadvantaged
particularly the elderly, so called Dalit and so on.

There are hardly any literatures that unswervingly ascertain the correlation between
corruption and human rights. However, during my Internship at the Commission for the
Investigation of Abuse of Authority (CIAA), I fortunately was bestowed this opportunity
to learn the inter linkage between corruption and human rights violation. The proper
linkage of human rights and corruption particularly in Nepalese context has been
pioneered and institutionalized by Hon’ble Chief Commissioner Lok Maan Singh Karki.
His vision that “no any protection of human rights can be adhered to where dishonesty
and corruption as an established procedure hinders with people's tussles to apprehend
their right to security, dignity and development” has diverted the stereotypical view of
combating corruption simply for good governance.

His advocacy that “It is high time we recognize the RIGHT TO A SOCIETY FREE OF
CORRUPTION, INHERENTLY AS A FUNDAMENTAL RIGHT which helps to respect,
promote and fulfill the right to life, right to adequate standard of living, right to human
dignity, equality and other important human rights for which we all need to work
collectively to battle against corruption in order to effectively enforce human rights of
every Nepalese citizen” has been internationally recognized.

As per the human rights jurisprudence, States are necessarily the chief duty bearers for
human rights. Human rights obligations relate to all branches of government (executive,
legislative and judicial) at all levels (national, regional and local). In the light of this, the
efforts of Mr. Karki has provided a new ray of hope in respecting/protecting/fulfilling the
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basic rights of people through a different approach mainly focusing system based and
rights based approach. There is hardly any dilemma that Corruption has a negative impact
on human dignity and security; for the plain raison d'étre that it hinders the apt fulfillment
of human rights.

Corruption impinges on equality, human security and human dignity therefore affecting
the fundamentals of human rights. Infringements of a range of human rights by the acts
of corruption simply attack on the very foundation of human rights. The continuation of
corruption in a State as such demonstrates the letdown of the State to fulfill its human
rights obligations. The obligation of a state to fulfill obliges it to take actions to guarantee
and to facilitate the populace under its authority to effectively realize and enjoy the
inherent human rights that they cannot protect by their own pains. Every time human
rights are guaranteed, it generates social empowerment and social accountability.

On the one hand feeble human rights protections fashion opportunities for corruption;
whereas on the other hand policies focused at promoting human rights helps prevent
corruption. Corruption is directly linked to a violation of human rights when a corrupt
act is intentionally used as a way to infringe a right. For example, when a public official
provides a forged/fake certificate for his/her initial recruitment or for the purpose of
promotion the wrongdoer intentionally violates the right to employment, fair competition
of the other person rightly qualifying for the job additionally deteriorating the desired
quality service.

Corruption can be an indirect cause for the violation of human rights when it is a necessary
condition for the violation of the right. For instance, recently a number of fake schools
were exposed by CIAA, where the wrongdoers purposely misappropriated the school
fund or the government budget for personnel interest. Here, corruption is a crucial aspect
causative to chain of events ultimately violating a Child’s Right to free primary education
and a hope for brighter future.

Corruption tends to violate the most fundamental values cherished by human right that
is the principle of equality and non-discrimination. This principle explicitly states that
every individual is entitled to be treated equally by public officials; conversely, bribing a
public official places one in a privileged position compared to other similar individuals
who have not partaken in giving graft. Likewise, when a public official demands for
bribe from the service recipient to deliver a service to which that person is entitled
exclusive of any imbursement, that person suffers compared to other persons in identical
circumstances. Therefore in both the situation there is violation of right to equality and
non discrimination, given the scenario that alike cases are treated in a dissimilar way as a
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consequence of corruption which cannot and should not be taken as a rational explanation
for unfairness.

Therefore it can be deduced that corruption as such is a defiance of human rights. The
main mantra of effective realization of human rights is thus the prevention of corruption.
In unison, guaranteeing human rights and ascertaining non-discrimination will then
lessen the occurrence of bribery and corruption which ultimately leads to a new approach
of social engineering.

The crusade against corruption and the human rights campaign have a common base that
is; both the movements are focused at establishing a respectable life embedded in security,
dignity and equality. The recent anti corruption movement led by CIAA is significant in
this regard that it has embraced this modern concept of connecting human rights and
corruption, placing it in a same plane and acknowledging that the people’s basic right and
fundamental freedom can be best realized only in a corruption free society.

This integrated approach of CIAA has valued the collective interest of the society
by preventing corruption for ensuring human rights and reducing the occurrence of
corruption which has proved to be a grand stride forward for the enforcement of human
rights. This will certainly bring the anti-corruption and human rights campaigner in
concert to combat corruption and infringement of human rights.

*
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International Cooperation

Corruption is a threat to good governance; it erodes confidence in governance and
degrades respect for democratic institutions that ultimately emerges as an obstacle to
the economic development. Corruption ought to be tackled in a comprehensive and
holistic manner. The problem of corruption cannot be and should not be considered as
entirely domestic issue as it cuts across geographical boundaries and affects all nations.
However, in comparison the developing countries suffer most from the adverse effects of
corruption.

The success in the fight against corruption will definitely play a significant part in
strengthening rule of law, equality, democracy, stability and peace. Countering this
cancerous corruption is an effort that the whole international communities, developing
countries in particular, from every sector and every strata of the society have to face in
their way to economic and social prosperity.

Aware of this fact, Hon'ble Chief Commissioner Lok Maan Singh Karki has always given
priority to the fight against corruption emphasizing the necessity of common global
forum to fight against corruption. Subsequent are a few glimpses of the major steps taken
by Hon'ble Chief Commissioner to strengthen International relation to effectively and
efficiently combat corruption in a holistic way.

1. Visit to China

Hon'ble Chief Commissioner
Mr Lok Maan Singh Karki visited
People’s Republic of China from
25t October to 2" November, 2013
upon the invitation of Minister

Huang Shuxian, Ministry of
Supervision of People’s Republic of
China.

On 28" October, 2013 Hon'ble
Chief Commissioner met H.E.
Mr. Zhao Hongzhu, Secretariat
Secretary of the CPC Central committee in Beijing where Mr. Zhao hosted a banquet in

the honor of Hon'ble Chief Commissioner.

During the visit Hon'ble Executive vice Mayor H.E. Tu Guangshao welcoming Hon'ble
Chief Commissioner Lok Maan Singh Karki at Guangzhou.
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During the visit of Hon'ble Chief Commissioners to China, meeting was programmed
with high level officials of Chinese anti-corruption agency. Hon'ble Chief Commissioner
briefed about the constitutional mandate, working procedures, existing legal frameworks
of CIAA. The bilateral talks mainly focused on the areas of bilateral cooperation for
anti-cooperation and efforts between two countries to fight against corruption. It also
highlighted that such meetings will be instrumental and fruitful to enhance the mutual
cooperation between Nepal and China in the area of anti-corruption efforts and
socio-cultural relations.

H.E. Huang Shuxian, Minister of
Ministry of Supervision, welcoming
Hon'ble Chief Commissioner at
Ministry of Supervision, Beijing.

Commission for Discipline Inspection
of Sichuan Provincial Committee of
the CPC, welcoming Hon'ble Chief
Commissioner in Chengdu.

Hon'ble Chief Commissioner meeting
H.E. Wang Huaichen, Secretary of the
Commission for Discipline Inspection
of Sichuan Provincial Committee of
the CPC, in Chengdu.
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Hon'ble Chief Commissioner's
meeting with H.E. Wu Chuntai.

Hon'ble Chief Commissioner
meeting with H.E. Huang Xianyao,
Secretary of the Guangdong
Commission  for  Discipline
Inspection of CPC, in
Guangzhou.
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2. Visit to Malaysia

Hon'ble Chief Commissioner visited
Malaysia from 21-24 April 2014 upon
the invitation of Tan Sri Abu Kassim
Mohammad. During the visit he met
Tan Sri Abu Kassim Mohammad the
Chief Commissioner of Malaysian
Anti-Corruption Commission (MACC).
The meeting focused on indentifying and
extending the possible areas of mutual
cooperation in anti-corruption efforts.

Likewise = Hon'ble  Chief
Commissioner also visited
Malaysia ~ Anti-Corruption
Academy on 22™ of April
2014 and attended the closing
ceremony of the training
program on “Corruption
and Financial Investigation”
which was organized by
MACA for the Investigation
officers of CIAA where he

highlighted that the skills learnt in the training would help the CIAA officials to enhance

their performance.

3. Visit to Thailand

Hon'ble Chief Commissioner visited
National Anti-Corruption Commission
(NACCQ), Thailand on 24" of April where
he met Panthep Klanarongran, Hon'ble
President of NACC. In the meet Hon'ble
Chief Commissioner highlighted the
diplomatic relations between Nepal and
Thailand, anti-corruption initiatives,
corruption prevention measures and
further expressed that the efforts for
controlling corruption can rigorously be
carried out by the extension of bilateral
cooperation and mutual assistance.
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4. Visit to Australia

On 15 July 2014 Honble
Chief Commissioner met Mr.
Philip Moss, Chief Commissioner
of Australian Commission for Law
Enforcement Integrity (ACLEI),
Canberra. During the meet, both the
Chief Commissioners highlighted
the necessity to strengthen anti
corruption agencies and to solidify
bilateral relation of Australia and
Nepal in order to effectively combat
corruption.

Chief Commissioner highlighted
the challenge of responding to
corruption as a borderless crime
and providing basis for long term
stability and integrity.

During the visit Hon'ble
Chief Commissioner also
met Megan Lethan, Chief
Commissioner ICAC, Sydney.
Both the Chief Commissioners
highlighted the necessity to
strengthen mutual relation of
CIAA and ICAC to combat
corruption jointly.
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During the visit to Australia
Hon'ble ChiefCommissioner
also met Hon'ble Michael
Keenan, Minister of Law and
Justice. Hon'ble Minister
Micheal Keenan praised the
current endeavors of CIAA
to root out corruption and
accentuated the possibility
of joint collaboration to wipe
out corruption. Hon'ble




5. Visit to Czech Republic

Upon the invitation of SAO
Hon'ble Chief Commissioner
met  Miloslav ~ Kala  of
Supreme Audit Office On
November 25, 2014. President
Kala warmly welcomed and
acquainted Hon'ble  Chief
Commissioner  about the
constitutional framework of
SAO and the procedures they

adopted to combat corruption.
Hon'ble Chief Commissioner
familiarized them about the

During the visit Hon'ble Chief
Commissioner met Former Prime
Minister and Commissioner of
EU, presently the Chief Advisor
to the PM Vladimir Spidla, Home
Minister Jiri Novacek, Jan Mladek,
Minister of Commerce and
Trade, Director David Ondracka
of Transparency International,
Czech Republic and various high
level dignitaries. The Foreign
dignitaries praised the current

Constitutional framework
of CIAA, prevalence of
corruption in public sector
and the role of CIAA to
combat corruption. He
further emphasized the
role of CIAA to wipe out
corruption and establish
corruption free society
where good governance
prevails, rights of citizen
protected.
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endeavors of CIAA to maintain
Good Governance and further
accentuated the probability of joint
collaboration between CIAA and
corruption control body of Czech
for the betterment of the society,
maintenance of good governance

and for effective realization of
people’s right in a corruption free
society.

Hon'ble Chief Commissioner highlighted
the Constitutional framework of CIAA
its jurisdiction and corruption control
mechanism and further emphasized that
CIAA is dedicated to enhance the value
of democracy, human rights, rule of law
and committed to establish the culture of
integrity, transparency and accountability in the governance system.

6. Meeting with DCM Michael B. Goldman of United States of America
During the meeting, Hon'ble
Chief Commissioner
highlighted that the
commission is committed to
establish good governance
in Nepal. Emphasizing that
corruption  hinders  the
realization of basic human
rights of the people; he
illustrated the necessity to
control corruption in order to
institutionalize social justice, rule of law and good governance for which international
cooperation is required. DCM Michael B. Goldman praised the ongoing activities and
actions of the Commission aimed at maintaining good governance in Nepal in a short
period of time. Mr. Goldman further added that maintaining good governance and rule
of law has always been their priority and showed their keenness to collaborate with CIAA
to combat corruption.
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7. Meeting with Ranjit Rae, Ambassador of India to Nepal
On 4% of April 2014
Hon'ble Chief Commissioner

Lok Maan Singh Karki met
Mr. Ranjit Rae, Ambassador
of India to Nepal. During the
meeting, Mr. Rae appreciated
the efforts that CIAA has
been making in the course
of curbing corruption and
maintaining good governance

in the country. At the

occasion, Mr. Rae expressed
his commitment to provide
any kinds of support to CIAA for strengthening its capacity for effective performance.

8. Meeting with Wu Chuntai, Ambassador of Peoples Republic of China to Nepal
During the meet Hon'ble

Chief =~ Commissioner
highlighted that CIAA
as an anti-corruption
constitutional body has
been committed on
maintaining rule of law

and promoting good
governance through
efficient, disciplined,

people-centric and
result oriented public
service. Additionally CIAA is focused on promoting citizens’ engagement to strengthen
its collaboration for anti-corruption endeavor. Mr. Wu Chuntai congratulated Hon'ble
Chief Commissioner for the achievements made by CIAA in a short span of time amid
various challenges and expressed that Peoples Republic of China is keen to support CIAA

in the fight against corruption.
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9. Meeting with Yury Fedotov, Executive Director of United Nations Office on

Drugs and Crime

The meeting focused on the
challenges of maintaining
good governance and effective
realization of people’s right
in a corruption free society.
Mr. Yury Fedotov congratulated
the commission for its current
endeavors under the leadership
of Hon'ble Chief Commissioner
Lok Maan Singh Karki. Hon'ble
Chief Commissioner highlighted
that the Commission has been
working as per the internationally
accepted 3ps approach- Punitive,

Preventive and Promotional whereby the Commission believes that adhering to this 3p's

approach will not only make citizens attentive about the public concerns but will bridge

the gap between CIAA and the people to interact for further improvement.

10. Meeting with Glenn White, Ambassador of Australia to Nepal

During the meet Hon'ble

Chief =~ Commissioner
highlighted the requisite
of a common platform
for  analyzing  and
assessing the efforts
and  challenges for
controlling  corruption
further highlighting that
elimination of impunity,

maintenance of rule of
law and establishment of

good governance can be

possible only when corruption is effectively eradicated from the society. Mr. Glenn White

appreciating the current efforts of CIAA expressed their willingness to support and work

in collaboration with CIAA to combat corruption.
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11. Meeting with Gail Marzetti, Head of Office DFID

During the meeting, Hon'ble Chief
Commissioner highlighted the
necessity of effective monitoring
mechanism to control corruption
prevelant in the projects funded by
developmental partners. Hon'ble
Chief Commissioner further
added that foreign aid money has
not been efficiently utilized in the
construction of infrastructures,
on the other hand corruption
and irregularities are seen in the
implemantation of such projects. Ms. Marzetti showed her concern to wipe out corruption
from the DFID funded projects for which she expressed her keeness to collaborate with
CIAA to combat corruption seen in such projects.

12. Meeting with Governance Practice Leader Mr. Phil Matsheza, UNDP
On  September 16, 2013
Hon'ble Chief Commissioner
Lok Maan Singh Karki met
Mr. Phil Matsheza. During the
meeting the necessity of modern
technological requirement for
strengthening investigation
undertaken by CIAA was analyzed.
Hon'ble Chief Commissioner
appreciated the support of UNDP
and expressed his sincere gratitude
for the same. Mr. Phil Matsheza
praised the works of CIAA and its role to combat corruption in Nepal.

13. Other significant meetings

Apart from these significant meets to strengthen International relationship, Hon'ble Chief
Commissioner Lok Maan Singh Karki also met Andrew Sparks, British Ambassador to
Nepal, Mr. Kjell Tormod Petterseon. Norwegian Ambassador to Nepal, Tasheen Sayed
Country Manager of World Bank, Kenichi Yokoyama, Country Director of the Nepal
Resident Mission of the Asian Development Bank (ADB), Shoko Nada, Country Director
UNDP Nepal and so on. These meetings held in the premises of CIAA itself, highlighted
the challenges to curb corruption that has taken the form of borderless crime. Hon'ble
Chief Commissioner emphasized the actions and approach taken by CIAA to combat
corruption in Nepal. The aforementioned foreign delegates conveyed their willingness to
work in collaboration with CIAA to eradicate the deep rooted corruption.
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Participation of Hon'ble Commissioner in
International Events:

1. 12™Regional Seminar and 18" Steering Group Meeting of ADB/OECD

Hon'ble Commissioner Mr. Keshav Prasad Baral and Joint Secretary
Mr. Prem Kumar Rai attended the 12 Regional Seminar and 18™ Steering Group Meeting
of ADB/OECD which was held in Dili, Timor-Leste on 23-25 July 2013 organized by
ADB/OECD Anti-corruption initiative for Asia and the Pacific and Anti-Corruption
Commission of Timor-Leste. The main agenda of the meeting were whistleblower
protection and strengthening anti-Corruption agencies. His Excellency Taur Matan Ruak,
President of Timor-Leste welcomed the participants from 32 nations and expressed his
concerns and priority in Investment in Quality; and also emphasized for solidifying efforts
for quality management in development intervention and investment.

2. 8" Regional Conference of ADB/OECD Anti-Corruption Initiative for Asia and
the Pacific
Hon'ble Commissioner of the
Commission Mr. Keshav Prasad
Baral attained the 19" Steering
Group Meeting and the 8"
Regional Conference of
ADB/OECD Anti-Corruption
Initiative for Asia and the
Pacific which was held on
2-4 September, 2014 in Phnom
Penh, Cambodia. In the same

occasion, he also took part
in the bilateral talk with the
Commissioners from Bhutan, Thailand, and Hong Kong. Similarly, he also attained the

workshop on Preventing Illicit Financial Flows that was held in the 5" of September
2014 at the same place. Mr. Baral highlighted some critical issues and challenges on illicit
financial flows that Nepal has been facing these days.
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