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Taking aim at corrupt influence, revolutions across the Middle East North Africa (MENA), and 
elsewhere have become a self-fulfilling prophecy. The demand for integrity and enforcement 
around the world is clear evidence that economic and social progress can stumble in the face of 
corruption despite the best intentions of the international development community.   

In many countries, the global public has begun to demonstrate immense energy and increasingly 
low tolerance of corruption by governments and the private sector. Major corporations are taking 
note of a new international force that is spreading across countries in Africa, the Middle East, 
Asia, Europe, North and Latin America. The encouraging reality is that many of these companies 
are currently refining their checks and balances, to ensure that their integrity in the public eye is 
unquestionable. It matters for their profits and share in global markets, including the 
development market and the international private sector. 

Meeting public demand for integrity: a daunting reality 

Governments, on the other hand, face a different challenge in the new reality of public demand 
for integrity, as it features today on their economic, social and political horizons. Those 
authorities that paid little or no attention to their integrity score in the public eye, can no longer 
afford to do so. Empowered by advancing information technology with unprecedented global 
reach, a growing body of interconnected young people and a flourishing media, today’s world is 
demanding accountability in ways that challenge governments every day.   

At a meeting convened by the World Bank in December 2010, members of the International 
Corruption Hunters Alliance confirmed that in their – once-restricted – world, information 
sources and co-operation avenues were now opening up, that were never part of their tradition as 
crime fighters. Civil society organisations have made a significant investment in the past few 
years in drawing upon public frustration and the need for a stronger accountability standard that 
can be used anywhere and be applied in any context.   

At the World Bank, our engagement with civil society leaders in different parts of the world has 
been very valuable in connecting us with the reality on the ground, and the dire need for 
accountability and transparency in Bank-financed projects. We have launched a number of 
transparency initiatives, including an Access to Information Policy and Open Data initiative, 
which put free information on projects, and all the knowledge that Bank teams generate, at the 
disposal of a global public, to improve how governments can be held accountable.    

This, however, is not the end of the story. As an international development institution, we also 
recognise that societies, governments, national companies and small enterprises need to be able 
to grow and compete on an equal footing – and to take account of the circumstances of the poor 
and vulnerable. Economists and social scientists at the World Bank will argue that fighting 
corruption is a cornerstone in driving growth and human resource development, creating jobs and 
securing a level playing field for private sector development, particularly in emerging and 
transitional economies.  
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For corruption fighters in the international development arena, the World Bank’s global 
positioning and regional reach, offer an array of opportunities that must not be passed up. In 
every part of the world where we operate, there is a clear picture of what the stakes are and a less 
clear picture of what it takes to fight corruption. International investigators can face some 
complex and high-risk challenges on the ground, yet it is our mission to deliver the type of 
results, that sets back the cause and course of curruption. 

As part of the World Bank’s overall governance and anti-corruption strategy, the Integrity Vice 
Presidency (INT) investigates allegations of fraud and corruption in Bank-financed activities. 
Where Bank staff may also be involved, we act.  

Beyond investigations, we make a rigorous effort to analyse what we do right and to share that 
knowledge with colleagues in operations and state authorities. This is why the Bank has invested 
in new Preventive and Forensic Services Units, as part of our integrity agenda. We refer our 
investigative findings to governments and other institutions, so that they can pursue prosecutions 
or take other action. In 2010, for the first time ever, we included a list of all our referrals in our 
department’s annual report, with the objective that it would bring greater pressure to follow up 
on these referrals.   

Since 2008, the World Bank has concluded 553 external and internal investigations; and 
generated close to 200 combined sanctions applications and debarments, to deter wrongdoing 
and protect public funds. Most of INT’s investigative findings in 150 substantiated cases have 
been referred to the relevant authorities to take charge of affairs in their own countries and 
institutions. INT defines integrity results in terms of the deterrent effect of investigations; 
delinquent companies interdicted, the impact of preventive precautions and forensic audits, and 
effective legal actions taken by national authorities. And it defines progress in terms of the co-
operation underlying the success of its investigations, the lowering of governance risk and 
international coherence in the anti-corruption arena. 

Debarment, voluntary disclosure and compliance monitoring: integrity in action 

The World Bank’s early response to the financial crisis, which translated into a $72 billion 
lending portfolio, to reduce poverty and assist growth in countries that suffered in the crisis, has 
increased the potential for private sector companies to engage in Bank-financed projects. With 
that, the Bank has also been charting new territory in its fight against corruption.   

Since 1999, the World Bank Group (WBG) has been using debarment both to protect its funds 
and as a way of holding fraudulent or corrupt firms accountable for their misconduct. Publicising 
the debarments deters potentially wayward businesses from participating in Bank-financed 
projects, increasing the likelihood of fair competition among bidders and protecting the misuse 
of development resources. In 2009, the WBG began using negotiated resolutions as a means of 
resolving cases fairly and equitably, removing corrupt firms from projects and encouraging 
others to acknowledge their misconduct sooner.   



The Reality of Fighting Global Corruption 

A World Bank Perspective on Fighting Corruption 

Leonard Frank McCarthy, Vice President, Integrity Vice Presidency 

Page	  3	  of	  8	  

	  

One of the early milestones for the World Bank’s integrity agenda was the ‘Siemens settlement’ 
in 2009. Following an agreement to pay more than $1.3 billion in the US and Germany after 
being charged withaccounting and dishonest offences, the German manufacturer reached a 
comprehensive settlement with the World Bank. This included a commitment to pay $100 
million to support governance interventions in developing countries, a debarment of the 
company’s Russian subsidiary for four years and a voluntary two-year shutout on bidding for 
Bank business.     

In April 2010, the WBG debarred UK publisher Macmillan for six years. The debarment was 
part of a negotiated resolution that followed Macmillan’s admission that it had paid bribes in an 
attempt to win a multimillion-dollar contract in an education project in Southern Sudan. 
Macmillan had been a major supplier of educational materials for WBG-financed 
projects,winning more than $35 million in contracts since 1999. Acting upon information it had 
received, an INT investigation uncovered evidence that Macmillan made a series of questionable 
payments in an effort to influence the procurement process - and ultimately the company was not 
awarded the contract. Underscoring the Bank’s commitment to working closely with 
governments to pursue corruption, INT collaborated with national authorities in the Macmillan 
investigation, which accelerated the resolution of the case.   

Under the terms of the agreement, Macmillan agreed to co-operate with the World Bank efforts 
to combat fraud and corruption in WBG-financed projects. The company also agreed to 
implement a compliance programme that will be monitored by a third-party, to ensure its 
adequacy. In recognition of Macmillan’s early acknowledgement of itswrongdoing, the WBG 
agreed to a six-year debarment – a reduced term.   

In December 2010, the World Bank debarred the Italian company Lotti in the wake of the 
company’s acknowledged misconduct in a Bank-financed public works project in the water 
sector in Indonesia. Under the negotiated resolution, the company committed to pay $350,000 in 
restitution to Indonesia – an innovative settlement, marking the first time that the World Bank 
had included restitution payment in resolving an investigation into fraud. The $350,000 
represented the unjustified payments received by Lotti and its partners as a result of fraudulent 
invoicing. The firm was debarred for a minimum period – until March 2013 - but can be released 
from debarment if it adopts certain remedial and preventive measures, such as implementation of 
an acceptable corporate compliance programme. 

Working with the Indonesian authorities paid off and it also can also reap rewards in other 
countries.  

Instituting corporate compliance programmes as a condition of settlements, is one way in which 
the WBG is encouraging the private sector to take responsibility for curbing corruption. In 
September 2010, the World Bank released new compliance monitoring guidelines and appointed 
a new integrity compliance officer to oversee the implementation of the programmes by 
companies on the World Bank’s debarred list. And in the same year it launched a revised version 
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of the Voluntary Disclosure Program (VDP), a mechanism under which firms undertake internal 
investigations, disclose misconduct to INT and implement suitable compliance programmes. In 
exchange for full co-operation, they remain anonymous and avoid the reputational damage of 
public debarment. The level of co-operation shown by companies will affect the steps then taken 
by INT, which can include the initiation of sanctions proceedings.   

This first generation of settlements, the enhanced VDP and the move towards compliance 
monitoring are major steps in the right direction. One option that has been put forward by a 
number of experts to further this is the concept of an anti-corruption fund, which revolves around 
managing restitution and compensating societies for the damage they suffer as a result of 
corruption and crime. This concept has a number of complex implications, including how to 
calculate awards and how payments due will be determined, but these issues are not beyond our 
capacity, and that of our partners, to identify and resolve.   

     

An international enforcement alliance: a reality in progress 

In April 2010, the World Bank signed a benchmark agreement with four other multilateral 
development banks (MDBs). This sent out a clear signal that where corruption has an impact on 
development resources, companies stand to lose more than they gain. Since the agreement, the 
World Bank and its partners have jointly recognised the cross-debarment of 31 companies and 
individuals across different regions. This accord has given new momentum to the anti-corruption 
effort following years of negotiation and hard work among MDBs in terms of harmonising both 
investigative processes and practices that can be punished through sanctions. Those practices 
covered by the agreement include fraud, corruption, coercion and collusion. The next level of 
progress will be defined by a new generation of preventive services, capacity-development 
products, investigation and prosecution outcomes and international crime-fighting benchmarks.   

The first meeting of the International Corruption Hunters Alliance (ICHA) in December 2010 
demonstrated the discreet convening power of the World Bank in making a difference in the 
corruption arena. It included 286 high-level prosecution and enforcement officials from 134 
developing and developed countries, and was sponsored by the governments of Australia, 
Denmark and Norway. The ICHA brought together a diverse range of enforcement and 
crimefighting experiences and showed the commitment that exists to partner the World Bank in 
its fight against corruption. The Bank has a sanctions process that bites, but it must be supported 
by resilient prosecutions that reduce crime and corruption. With the help of the Alliance, we will 
able to sharpen the impact of our investigations and sanctions so that prosecution mandates can 
be carried out where national laws have been violated.  And courts can be called upon to judge. 

The ICHA brings a powerful sense of what it means to have a global connection that can be 
activated in the face of international and regional corruption crimes. The experiences of the 
members of the Allaince reveal that many governments have developed laws but that, without 
enforcement, legislators’ anti-corruption efforts are in vain. “Laws cannot walk without legs.” So 
what constitutes an effective enforcement vision?   
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The World Bank’s experience in 187 countries, reveals that institutions, human capacity and 
political commitment are key to a strong enforcement effort, that can extend its reach without 
bias and achieve the credibility needed to maintain credit of integrity with the public. The Bank 
has convened a number of meetings where law-enforcement and financial experts meet to 
discuss their efforts to deal with questionable money flows, which often fuel violence and 
conflict. Through these networks, and the global dialogue between countries and international 
organisations, we are building up a global momentum that will ultimately take the issue of asset 
forfeiture to the next level. 

The rule of law is equally vital – a point that has been brought home by our experience with 
projects, technical assistance, policy dialogue and public engagement. In the past, we have 
encountered voices arguing that development can happen while a blind eye is turned to 
corruption. Today, those voices are silent, after experiencing the harsh reality of a public denied 
equal opportunities to jobs, services and participation. The World Bank’s governance and anti-
corruption strategy, adopted in 2007, paved the way for putting accountability, transparency and 
public access to information in the mainstream of many Bank projects, through a variety of tools 
and mechanisms including e-procurement and community watchdogs. These interventions 
empowered communities to become part of informed decision-making and inspired a stronger 
public advocacy for accountability.   

The Declaration of Principles for Effective Global Enforcement to Counter Corruption, 
announced at the Global Enforcement Roundtable convened by the World Bank during its 2011 
Spring meetings, encourages reciprocal disclosure of information, spontaneous reporting 
mechanisms for suspicious transactions, and investigative assistance. But equally important, we 
are seeking partnerships with global enforcement agencies to respond to some of the pertinent 
questions on the radar of clients and the publics. One of the questions is how to deal with 
criminality at the very top. This is not easy in all countries, where criminality can often be linked 
to power and structures that are difficult to unravel. Working with enforcement entities 
nationally and internationally, we are leveraging knowledge and experience on the best strategies 
to clean up corruption. 

Through the International Corruption Hunters Alliance and dialogue with international 
enforcement agencies, the World Bank is also strengthening the link between enforcement action 
and public perception of justice, so that we can reduce conflict,  violence and other crimes that 
exacerbate poverty. An important question that the World Bank has raised with the Alliance is 
what can we do collectively to make sure that law and integrity take hold in states affected by 
fragility and conflict. An important message in the Bank’s 2011 World Development Report is 
that the achievement of justice is a significant priority alongside jobs and security. 

In terms of enforcement capacity, the challenges are complex but not impossible to overcome. A 
fast track to progress starts with a blunt recognition of the powerful and bureaucratic bottlenecks 
that obstruct justice, and then a committed effort to reduce their influence, while ultimately 
aiming for their substitution with processes that can enhance credibility, transparency and 
accountability.   
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Investigating and prosecuting authorities need to lead the way in applying those standards, to 
maintain their credibility and earn their rightful status in the public eye. An important outcome of 
the ICHA’s first meeting were guidelines for measuring the performance of anti-corruption 
authorities. In addition, a number of co-operation agreements were signed with several 
authorities, including the UK Serious Fraud Office, the International Criminal Court, the United 
States Agency for International Development, the United Nations Development Programme, and 
Australia’s Overseas Aid Program - in addition to prosecuting authorities in South Korea, 
Thailand, Mongolia, Southern Sudan, Indonesia and Uganda, among others. These agreements 
and guidelines are important in upholding the rule of law and cementing the performance of 
criminal, investigative, and prosecutorial authorities around the world. In 2010, the WBG 
launched a series of risk-prevention and investigative-training exercises to advance ‘red flag’ 
detection, evidence management and witness-interviewing techniques.  

Is corporate compliance a reality or a myth? 

In the wake of the global economic downturn, the private sector has been turning its interest to 
multilateral development banks that provide project financing for private investment in 
developing countries. In the past two years, countries have sought financial assistance from 
MDBs to invest in infrastructure projects, while private international banks and capital markets 
pursue their recovery process. In 2010, the WBG committed more than $72 billion to address 
poverty and promote economic growth and private sector development in countries hit by the 
financial crisis.   

On the integrity front, the WBG also brought in a new set of compliance standards that were 
accepted by all major shareholders representing donor and borrower countries. As part of the 
institutional efforts to enhance this regime, debarment with conditional release has become the 
default or ‘baseline’ WBG sanction for cases initiated under its revised sanctions procedures. In 
future, the establishment (or improvement) and implementation of an integrity compliance 
programme satisfactory to the WBG, will be a principal condition for ending a debarment.  

Also in 2010, the World Bank appointed an integrity compliance officer (ICO), whose primary 
responsibility is to monitor compliance by sanctioned companies (or codes of conduct for 
individuals). In addition, the ICO will decide whether the compliance conditions - and/or others 
established by the sanctions board or a WBG evaluation and suspension officer as part of a 
debarment - have been satisfied. Other conditions might include remedial actions related to the 
relevant misconduct.   

A primary purpose of these recent revisions to the WBG sanctions regime is to place greater 
emphasis on corporate rehabilitation and encourage sanctioned companies and individuals to 
adopt adequate and meaningful policies and measures that can help prevent, detect and reduce 
incidences of fraud, corruption, collusion and other forms of misconduct.  

While the execution of Bank-financed projects lies in the hands of borrower countries, the World 
Bank - through enhanced supervision and stringent procurement policies - is in a stronger 
position today to define the accountability boundaries within which its investments can be better 
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protected to ensure they reach the intended beneficiaries. In recent years, the Integrity Vice 
Presidency has ramped up its investigative capacity, preventive services and forensic accounting 
resources, with regional teams working closely with projects teams in the field. Now a stronger 
sanctions regime is in place, compliance is emerging as a more viable catalyst for a private sector 
that is keen to engage in development business with the World Bank and gain a solid reputation 
in new and emerging markets.  

In June 2011, INT’s Preventive Services Unit released its first review of the global roads sector, 
assessing the vulnerability of the sector to corruption based on international and Bank 
experiences. While roads projects supported by the WBG have had consistently positive 
development results, the dangers of fraud, corruption and collusion plague the sector worldwide. 
This is a problem for both developed and developing countries; yet it is much more costly in 
terms of opportunity costs and lost economic growth for developing countries. To help our 
clients safeguard their roads projects, the World Bank must be innovative and learn more 
systematically from both our experiences and those of our development partners and client 
countries. The report by INT supports this effort, by turning the results of its investigations, and 
the experiences of developed and developing nations, into practical advice about a range of 
measures to stem collusion in tenders for roads contracts, and fraud and corruption in contract 
execution. 

One important conclusion in the report is that when collusion or corruption is systemic, change 
requires breaking the cycle of abuse by bringing in someone from the outside—a prosecution 
service, anti-corruption agency, competition law authority, supreme audit institution, or, in the 
case of a local authority, the national government. If senior officials are involved, introducing an 
outsider can be particularly challenging. When corruption is deeply ingrained, short-term 
palliatives, such as an independent procurement evaluator or technical auditor, may be the 
answer. However, more drastic measures may also be required, and the report reviews three: the 
use of bid ceilings, competitive negotiation, and turning procurement over to an independent 
agent.    
 
Not all corruption is systemic, and thus not all reforms require such significant steps. In the 
Bank-supported Bali urban infrastructure project, for example, a local bidding ring was defeated 
by circulating tender notices to firms in other provinces. In the Philippines, civil society monitors 
uncovered corrupt schemes in a variety of government contracts, and in the second phase of the 
country’s national road improvement and management project, civil groups were called on to 
monitor all phases of the work.   
 
The next level of action 

Where the World Bank has enforced sound administration through rigorous financial disclosure, 
tough audit rights and stringent reporting obligations, they have had a chilling effect on 
wrongdoing. This holds true at a national level, where those countries that make information 
about budget decisions easily accessible to the public, greatly reduce opportunities for corruption 
and greatly increase private sector interest.  
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Until recently, the definition of loss as a result of corruption was restricted to resources that 
ended in the wrong pockets. Today, public voices are redefining the reality of social and 
associated costs of failures in development, through their challenging experiences, their 
expectations of a better future and legitimate demands for opportunity and justice. These will be 
important keywords in shaping the present and future of corruption crimefighting, counterfraud 
and anti-corruption goals. 

Without a doubt, the moment has arrived for anti-corruption work; its advocates are shifting the 
political sway and interplay, around the globe. For those of us who have been in this fight for the 
long haul, we can feel the lifting of a great burden. We no longer have to struggle to be heard 
when we talk about corruption, and we no longer have to pretend we can fix the failures of 
development, while ignoring the fact that many of these failures are the consequence of 
corruption run amok.  

 As it should be, the fruits of our labor, are the results of hard work, straightforward strategies 
and a desire to assure our shareholders and beneficiaries that every development dollar, 
especially in times of fiscal restraint, is spent to overcome poverty and boost growth and 
opportunity. 

 


