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Good afternoon. It is my plessure to be with you today to chair this pand discusson on
economic governance, the private sector and corruption.  Corruption is an issue of enormous
ggnificance to bath the future of the globd economy and the devdlopment of open economic
gydems and democraic inditutions. | commend the Vice Presdent for convening today's
conference and devating the full force of his office to this endeavor. Over the pagt Sx years it
hes been my unique honor to work with Vice Presdent Gore on a number of foreign policy
issues and | couldn’'t be happier that he is taking an active, leadership rdle on this issue

The vay convening of this conference highlights the fact that the globd fight agang
corruption and the promation of good governance and transparency, epedidly in devedoping and
trangtiond economies has now become a ggnificant priority of U.S foragn policy

And, for the fird time in recent memory, there is a genuine sense of optimiam about the
fight agang corruption. The attendance of SO many governments & this conference reflects a
fundamentd sea change in internationd  dtitudes. Today, governments around the world
recognize that corruption is a maignancy on ther economies and paliticad inditutions that can
only be combated by the cregtion of trangparent and accountable economic and politicd systems
fumly grounded in the rule of lav. Today our gods mus be dear: beginning the difficult
process of trandaing the commitments made in the fight againg corruption into tangible results

The Corruption Problem. Secretary of the Tressury Rubin - has doquently discussed the
corruption problem and its corrodve impact oninvestment, economic growth, political Sability
and the devdopment of make-besad and democratic palitical inditutions. Flanly, al nations
have a genuine interest in preventing corruption and promating good governance. In paticular,
emerging and trandtiond economies will find that unless they address this issue their eforts to
atract investment and mantan sudanable devdopment will hit a brick wal.

Corruption thrives in emerging and trandtiond economies where legd sydems ae
incomplete or evalving. The very complexity, over-regulation and lack of predictability sarve as
fertile incubators for corruption to grow. Paradoxicdly, as economies liberdize and open thar
doors to foregn invesment and trade, the very processes of change -- privatization, procurement,
the sdle and licenang of economic rights, and the like -- become areas where corruption tends to
flourish. Moreover, the legacy of corruption, combined with low government wages ad
overszed bureaucracies, ds0 crestes dgnificant incentives for corruption to prosoer.



To be aure, the nead for trangparency and accountability is not the exdusve province of
the public sector. The recent internationd finendd caigs highlights the dehlitating
conseguences of crony capitdism and indder lending in the private ohere and the need for
reform in aress such as corporae govearnance and bank lending rules. Bottom up, market driven
goproaches will be vitd to ensuring sound and effective solutions to the corruption problem.

New and powerful empirical work pioneered by Danid Kaufmann and others a the
World Bank provide us with precise andyds of the adverse economic consequences of
corruption.  The new research confirms tha corruption particularly hinders the devdopment of
gmdl and medium busness - the engine of jobs and growth in emerging markels  For example,
data from a World Bank survey indicates thet in one trandtiond economy in 1996 a typicd amdl
company employing less than 30 people paid about $30,000 US dallars a year in bribes

Such cogts not only force amal compenies into the unoffidd sector or shadow economy
but they dso undermine the ability of governments to callect tax revenues and baance budgets
Not surprisngly, World Bank data aso indicates that corruption disoroportionatdy hurts the
poor, who can end up paying a higher share of corrupt “economic rents” Not surprigngly, it is
the poorest and leest wel off in devdloping sodidies that often bear corruption’s greatest burden.

The Vice Presdent’s Globd Forum. Today, however, there is an emarging interngtiond
consensus aound a sries of important norms in the anti-corruption fight:

--Frd, etablishing open and accountable economic governance practices, induding
vigorous enactment and enforcement of anti-bribery laws and trangparent economic decision-
meking;

--Second, sAfeguarding integrity among judice, security and finandd regulaory officids;
--Third, promoting openness and accountability in the private sector; and

--Fourth, drengthening inditutions that ensure public and private accountability,
induding drong and impartid judidaries, as wel as a free and open press.

| am pleasad to announce today that the United States will pursue a series of spedfic
diplomatic geps to trandae these fundamenta norms into resulits We invite dl of you to join us
in this campaign.

Supply-Side Efforts. On the supply Sde, our focus will be to seek raification and full
implementation of the OECD Convention on Combating Bribery of Foreign Public Officids in
Internationd  Budness Transactions We will dso seek the Convention's extenson to other key
daes whose companies compete for internationd  contracts.




This agreement can save as an dfective modd for how globa cooperation on corruption
can hdp force a “race to the top,” whereby nations commit themsdves to ensuring that
globdization rases, and not lowers globd dandards.

We mug move fowad with implementation through the Convention's important mutual
evauaion process which will examine the written laws and reguldions of ratifying countries to
determine whether they are in compliance with the Convention.  We will then seek to examine
whether in practice compliance is occurring; prosecutions are beng made and new laws are
being enforced. It is our expectation that this rigorous mechanism will become a powerful todl
in our anti-corruption toolbox. As the Secretary sad this morning, no country has a monopoly
of wisdom on addressing corruption and by working together we can maximize our efforts to
achieve zero tolerance

We d0 bdieve that implementation of the Convention and mutud evaduaion should be
conducted out in the open and not behind closed doors We mugt explore ways to engage avil
sodety in this efort.

On the supply dde, we dso will seek to extend the Convention to cover bribery of foreign
politicd parties, party officias, and candidates for politica offrce,  which are currently not
directly covered. We will dso seek a complete end to the practice, tolerated in Some countries,
of dlowing the tax deductibility of bribes When the OECD isued its recommendation cdling
for dimination of the practice in 1996 a leest 14 OECD countries dlowed tax deductions in
vaious forms. This has now been reduced to 8 countries, but our ultimate god mus be zero.

Demand-Sde Effots Under the leadership of the Vice Presdent and Secretary
Albright, we dso will accderate our demand-side eforts - thet is, to promote the rule of law,
trangoarency, and good governance in deveoping nations and, in 0 doing, limit the
opportunities for corruption to grow in these dynamic and trangtiond environments

Our eforts are focused in three pedific aess:

--Hrd, by promoting adoption of developing globa sandards that promote trangoarency
and acoountability in governance and the private sector;

--Second, by encouraging regiona gpproaches to addressng the corruption problem; and

-Third, by supporting key dructurd reforms in emerging markets directed & removing
incentives to corruption and fodtering favorable dimates for invesment, trade, and economic
growth.



Globd Sandards True trangparency and accountability reguires specific and detalled
dandards in a wide range of aress dfecting economic life Rhetoric done is insuffident; the
devil is in the deals This is why it is citicaly important thet we work together to devdop and
sk a broad gpplication of globaly accepted standards in key aress like accounting, budgetary
trangparency, bank lending and supervison, corporate governance, and ethics, anong others.

Moreover, such sandards cannot be set and gpplied by OECD nations done. Trandtiond
and emerging market countries must be made sakeholders in this efort.  This is an area where
govenments, multilaerd inditutions, private sector and NGOs must work together.

The drafit OECD Guiddines on Corporate Governance is a good example of this effort.
The OECD has sought broad paticipation in this effort and is opening up its comment process
Today, the guiddines are avaladle on the Internet and the OECD is engaging in outreech
adiviies We mug continue to work together in pefecting and implementing these important
dandards, but our efforts are made easer by initid broad-based participation.

Region-by-Region Approach. We dso will intengfy our efforts to support regiond
goproaches for addressng corruption.  Already, we are working with the U.S. Senate to saek
rdification of the Inter-American Convetion Againg Corruption and, through vigorous
diplomecy, we will work with countries in the Hemigphere to enaure its full implementation.
The Convention charts a new direction in the fight againg corruption by obligating countries to
take spedfic gegps on the demand-ade, induding the esablisment of sanctions agang
government officas who acoept bribes as well as the persons miking bribes.

To date, twenty-five OAS countries have sgned the Convention, and 14 have deposited
ingruments of rdification. Alreedy some OAS countries are working to implement the
Conventtion. For example, the government of Argentina has arested an office of Government
Ethics which is preparing Argentinds fird code of ethics. There is, however, far more work thet
needs to be done and we are pleased that the countries in the region are committed to working
together in developing a hemispheric gpproach for addressng corruption and promoting good
governance.

Africa Le me report on an exdting and important new development concarning Africa
Jud yederday Miniders and senior offigds from 11 Africean naions met here in Waghington,
under the auspices of the Globd Cadition for Africa, and adopted the African Minigerid
Dedaaion -- a series of 25 sound, redidic and enforcegble principles on corruption, economic
governance and accountability. | am plessed to have worked with them in laying the
groundwork for an African anti-corruption convention, and look forward to ther eforts in
adopting national drategies to implement these important principles.




Aga In the wake of the Agan financid crids busness interests from around the region
are beginning to discuss a wide range of anti-corruption issues ranging from legd and regulaory
trangparency to cusoms and corporae governance. The god is dear: enhance good governance,
redore market confidence and lay the groundwork for new foragn direct invesment.

Bilaerd Approaches. Fndly, the US will intendfy our work with emerging economies
to encourage the dructurd reforms needed to promote trangparency and accountability.

There is often a predigoostion by many countries to focus on the aime and law
enforcement dements of the corruption problem. While these are dealy important, we must
aso recognize that corruption is a broad sysemic problem with many economic aspects The
need for change in emerging and trangtiond economies is aout more then jus new lawvs or even
the building of inditutions It requires nothing short then the cregtion of cvil sodeties and open
€conomic govemnance in ndions long dominated by non-democrdic, autocrdic traditions In
order to eradicate the culture of corruption we mugt replace cyniciam about the rule of lav with a
reneved sense of optimiam.

In congdering this issue, countries have begun to “de-bundl€’ the corruption problem,
and address its key dements ssparatdy.  Spedificdly, the types of reforms necessary to bregk the
culture of corruption fdl into a number of discrete arees

-Economic padlicy reform induding, in paticular, dereguldion. This indudes, the
remova of onerous and unnecessary licenang requirements the reduction of discretionary
authority over busness matters, which breeds corruption, and the introduction of more
competition into the economy. This invalves fundamentaly reshaping the interaction between
government and busness to an amslength rdationship.

-Trangparency reforms, induding efforts to dreamline and meke more predictable
adminidrative proceses such as procurement, privaization, and cusoms This indudes deps
such as public naotice, deadlines and explict aiteria for deason-meking. In paticular, the need
for procurement reform --the establisnment of far and open procedures for public purchaang
with WTO norms - is essentid.  Smilaly trangparent procedures and citeria in the sde,
licenang, or other digpogtion of economic rights must dso be a high priority.  All too frequently
firms competing to acquire tdecommunications gpectrum rights or an ailfidd  concession
encounter serious problems in this area

-Public sector/avil savice reform. The outright downdzing and dreamlining of
government agendes is important for redudng the risk of corruption and shrinking the role of the
dde in day-to-day busness maters. This indudes the etablishment of a professond avil
savice and a meit-basad sysem. We need to address the fact that there are countries where
podtions in government are “purchasad’ -from cusoms ingpectors to revenue agents - Imply to



obtain the lucrative rewards of bribery.

-Public finance reform. Agan, as we saw in the Adan finendd caigs the falure to
edablish finendd management controls accounting, auditing, and trangparency in public finance
can be arecipe for dissgter.

-Judicd refom and the enforcement of judidd rulings | cannat emphasize enough the
role that an indegpendent and impartid judidary can play in the devdopment of both democraic
and market-basad inditutions and in encouraging foreign direct invesment.

-Commerdd law reform and the edablishment of gopropriate regulaory inditutions
This covers aess ranging from securities lav and shareholder rights to red edate, intdlectud
property, bankruptcy, antitrug, and environmentd lav. The esablidment and implementation
of a far, predictable and flexible set of commerad legd rules is vitd to generating economic

development.

-Public overgght and particpation. These efforts indude improved public education and
avic avareness programs, and active support for human rights and dtizen advocacy groups as
wdl as an independent media

—-FAndly, ethics reform. The edabdliswment of codes of conduct for government and
judidd offidds and finendd disdosure rules is citica for devdoping popular confidence in
public officds and democrdic inditutions.

Tools in the Anti-Corruption Toolbox.  Sgnificantly, there now are a number of
important tools avalade to govenments in tackling these issues and devdoping and
implementing a concrete and integrated anti-corruption srategy - which can be used dfectivdy
in an integraled fashion.

—-Hrd, Diagnogics. As you will learn this afternoon from Danid Kaufmann, countries
can now conduct - through their own indtitutes and NGOs -- sophidicated diagnogic surveys of
private firms, as wdl as public and government officas in order to document the cods of
corruption in aess such as cudoms busness licenang, and procurement.

These autting edge survey techniques dlow nations to highlight priority aress for reform.
Basad on this research, countries can develop serious, results-oriented “action plans’ rather than
the typicd anticorruption plans of the padt, which often spent more gathering dugt than garmnering
results  As Vice Presdent Gore announced this morning, the United Sates plans to work in
dose patnership with the Bank and other countries, donor organizations and dvil soddy in
support of such diagnodic goproaches When a country is committed to rigorous diagnodics as
a means of shaping red reforms, we a the State Department and US AID will look for ways to



upport thar efforts.

| chdlenge dl countries to condder empowering ther own publics through underteking
these diagnodics and mking the findings public. Only through a true and public accounting and
paticpation by dl dements of sodety can the work of shgping remedies proceed.

--Second, work with the Private Sector. As Maria Cattaui will discuss, the priveate sector
can and should egtablish its own internd corporate compliance programs on bribery, corruption
and trangparency and fallow these dandards in dl its busness dedings

The idea of drong voluntary codes of conduct is now gaining currency. The “levding
up’ of globd gandards of busness conduct is an innovative bottom up gpproach to fighting
corruption. In this connection, | gpplaud and welcome the persond, and not government
soonsored, efforts of Reverend Leon Sullivan to devdop the Globd Sullivan Prindples
Reverend Sullivan, whose efforts on the arigind “Qullivan Pindples’ played a key rde in
mohilizing the private sector againg gpartheld over twenty years ago, Sands out as a beacon for
change He recantly brifed us on his ongoing work to deveop new globd prindples thet would
support anti-corruption efforts and establish best practices in sudainable development, far
trestment of workers and support for community devdopment. We look forward to cooperaing
with Reverend Sullivan and others in initiging these types of private sector efforts

Governments mugt be willing to work together with the private sector in public/private
patnerships and meke them dakeholders in your anti-corruption efforts. Edtablishing a didogue
with both locd firms and fordgn investors can hdp governments to highlight corruption
problems that serioudy affect the busness and invesment dimae and shape gopropriae

priorities for a trangparency agenda

Secretary of State Albright recently highlighted the need for a “privete sector pesce
corps’ which could “harness the expeartise of the private sector to provide hands-on advice on
how to atract rdigble longterm investment and incorporae best practices” We are now
examining new people-to-people goproaches for operationdizing the Secretary’s vison and
marshding our private sector resources and taent to provide training on trangoarency and
acoountability to private sectors in emerging markets hit by the finendd aigs

Ore example of this is the training programs baing run by the Kenan Inditute Ada in
Thaland. The Inditute is supported by the KenanHagler Busness Schod a the Universty of
North Carding US AID and the Royd Tha Government. Working together with a privete
group of firms - the American Corporations in Thaland, the Inditute has provided an intendve
accounting and auditing training course to out-of-work Tha manegers in order to smoath ther
trangtion to new jobs and encourage good corporate governance. This type of joint public/
privae effort is paticularly important in seeking broad gpplication of the new and evalving rules



of private sector governance.

--Third, ResultsOriented Policy Didogue & Technicd Asssance When countries
indicate a willingness to adopt spedific reforms in combating corruption the United States stands
ready to support these efforts and will congder targeted technica asssance dther bilaterdly or
in conjunction with other donor countries and inditutions. Where necessary, we will work to
edablish donor coordination mechaniams and private/public partnerships to support these efforts
and leverage avalable resources Countries should sarioudy consider the experience of other
countries in thair region in addressng these issues, and should seek to identify  regiond bet
practices of particular rdevance.

—-Fourth, Work with Interngtiond Finendd Inditutions | hope you will join the United
Saes in cdling on the Fund, the Bank and ather indtitutions to fully take corruption, economic
governance and rule of law into account in their lending operations - bath in determining
whether to make loans and dso in establishing loan conditions  The future credibility of our
multilatera devdopment inditutions may vay wdl degpend on thar sengtivity in deding with
these important issues.

--Ffth, Mutud Evdudion and Naiond Implementation. As work progressss in this
aeg, it is important that we develop internationd and nationd gpproaches for ongoing
evduaion and monitoring. Mutud evaudion can be a very poweful tod for building
momentum for our anti-corruption efforts,

-Andly, Work with NGOs. Transparency Internationa, which has conducted AID-
funded workshops in various countries, and other NGOs can play important rales in encouraging
and working to support demand-gde reforms -- in providing “locd” policy advice to
governments and heping to build busness community and other grass roots support for change

As we move toward the twenty-firs century it is absolutdy essentid thet governments,
the private sector and NGOS join together in teking on the chdlenge of ensuring that popular
confidence in democardic reform and economic liberdizaion is not undermined by corruption.
Ensuring good governance and trangoarency will not be smple, but by working together |
bdieve we can- working in partnership- make this god aredity.  Thank you and good
afternoon.
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