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I ntroduction

Ladies and gentlemen, thank you for inviting me to this conference to consder critica
issues and trends in the globa baitle againgt corruption. We define corruption as the abuse of
public office for private gain.

We ae meding a time of intense globdization, where internationd companies have
greater opportunities to trade and to invest than ever before. Globaization can yield benefits, but
they may not be evenly distributed and there is mounting serious questioning about the means of
monitoring and regulding it. The choice for multinationd corporations operding in emerging
market countries will be increesingly dark: they can act as good citizens with a long-term
perspective and boost loca employment, contribute to growth and raise business standards, or,
they can focus done on the maximization of short-term profit and increasingly find tha they are
the subject of mediainvestigation, civil society protest and governmental inspection.

Many naturd resources companies have poor reputations. Too often junior companies, in
particular, have exploited labor, abused the environment and bribed officids. In recent years the
magors have increasingly recognized that acting in an ethicd and socidly responsble manner is
not a choice, but a necessty. Those that have not yet understood this will get a rude awakening
in the immediate years ahead. The media and non-governmentd organizations are both getting
dronger in dmost every nation of the world and they are using the Internet to build globa
information networks. One of their prime priorities is reporting on the behavior of foreign
multinationd corporations.

Everyone engaged in the globd exploraion and development of naturd resources
confronts corruption. Many of the world's natural resources rest in the poorest countries of the
globe and/or in nations where there is little, if any, experience of open and publicly accountable
inditutions of governments.

| believe that every internationd company engaged in natural resources has a compelling
interest to srengthen integrity systems and inditutions around the globe. It is the fae of naturd
resources companies that they are in congant negotiation with host governments - to secure and
extend permits and licenses, to review royadty payments, zoning and environmentd issues and a
seemingly endless lig of other maiters If the rdationship is initiated with bribes then one
demand will aways follow another and amount to a riang level of secret taxaion that wrecks

prospects of profits, that ensures tension in every discusson and tha mires operations in a
swamp of immordlity.

Natural resources companies have a compdling interet to contribute to a busness
atmosphere that is transparent and based on integrity. This conviction is one of the reasons why |
have been s0 deeply involved in Trangparency Internaiond.



Trangparency International

Tl is the brainchild of Peter Eigen, a former World Bank executive. He was posted to
Kenya in the late 1980s and recognized that vast amounts of ad money were going into the
pockets of politicians, rather than building the clinics and the schools that were desperatdy
needed by the mass of East Africas poor population. Eigen saw the leading ad inditutions
ignore corruption. He decided to do something about this and he darted to twist the ams of old
friends to jon him in launching a globd nongovernmenta organization, Transparency
Internationdl.

On May 10 -- just a few days ago - the Kenyan Parliament published a report on
corruption. It published "the list of shame' that names the Vice Presdent and many other leaders
as warranting invedtigation. It proclams that corruption exids a every leve of Kenyan society,
but is drongest in the civil service, provincid adminigration, locd authorities and the judiciary. |
have no hestation in saying that the very idea tha Kenyds Parliament would produce such a
report one decade ago was inconcelvable. The report, candidly, would not have been possible
without the vison and leadership of Peter Eigen, the birth of Transparency International and the
dynamism and, most importantly, the tremendous courage of a smdl group of individuds in
Kenyawho have promoted Trangparency Internationd in the face of formidable risks.

Back in 1991, Peter convinced me to become one of the founders. In a broad and genera
sene | shaed his humanitarian passon. But, | dso had a gpecific stimulus for my anti-
corruption interest. In the early 1990s my firm had been engaged to provide drategic politica
and communications advice to Sutton Resources, a Vancouver based publicly lised mining
company. Sutton's founders were convinced that vast mingrd riches existed in Tanzania in East
Africa - a country that had excluded foreign firms as pat of its migguided socidis and
nationdist development model. By the late 1980s the politics of Tanzania were changing and by
the early 1990s Sutton could start to discuss exploration permits with the Government.

The driving force was Sutton's chairman, a Wall Street bred investor cdled Jm Sinclair,
who was determined that every ded he did would pass any integrity test you cared to name. In
due course | became a Board member of Sutton. And, last year Sutton was acquired by Barrick
Gold, which is developing the former Sutton gold property into one of the largest new gold
mines in Africa  For Tanzania this project has enormous direct benefits. Barrick says tha the
cogt to bring the mine into production is about $280 million - a huge sum in an economy with a
nationd gross domegtic product of bardy $3 billion. The predicted annud gold output from this
mine will rise to about 500,000 ounces and cash costs are expected to average just $160 per
ounce, says Barrick.

When we garted with Sutton to seek initia exploration permits there were quite a number
of people who dated that we could never get what we wanted without paying bribes. Well, we
did. We got the fird permits, then more permits and licenses and eventualy mgor concessons
without paying bribes in a country where corruption was riang rapidly. We knew we could do
this by demondrating good corporate citizenship, by being honest, by being patient and by
explaining to the leaders of the country that the investments that would be made would not only
make a mgor contribution to the economy, but would attract many other foreign firms to make



equaly large direct investments. We were confident of our predictions and we were right. We
played it sraight and we and, more importantly the people of Tanzania, are beneficiaries.

This paticular experience in a busness sector that you know so wel has been a driving
force for me in working on a voluntary bass to build Transparency Internationa. | was
convinced that a prominent and srong globa anti-corruption organization could evolve to not
only secure fundamenta reforms, and thereby build democracy, but dso creste environments for
open and constructive foreign direct investment. | am more convinced of thistoday, than ever.

Building Partnerships

The core of Trangparency Internationd is the cregtion of the kinds of partnerships that
worked for us in Sutton. Tl is the crestor of coditions, bringing together people from business,
government and civil society to forge understanding through condructive didogue, assding as a
cadys to dimulate inditutiona reforms, and demondrating that curbing corruption can bring
huge benefitsto al parties.

The forming of these coditions in poor countries and in countries that are unaccustomed
to democrecy is difficult. We have had our setbacks in TI. But, we are developing skills and
finding many individuas in many countries with the courage, the tenacity, the patience and the
diplomatic taent to build what we cal our Nationad Chapters.

Today, in contrast to a few years ago, we are no longer aone. The World Bank, the
International Monetary Fund and many other mgor internationd organizations have publicly
declared anti-corruption policies and they are building anti-corruption programs. The maor
bilateral aid donors are dl on board as wel. A couple of years ago TI-Canada organized an
anti-corruption education day in Ottawa Lead executives from Placer Dome, Nortel and Genera
Electric joined a few Tl officers to enter into didogue with cabinet minigers and senior civil
savants. That event drengthened officid Canadian Government support for Tl and for anti-
corruption initigtives in Canadas ad programs. It dso built support for a business initiative of
globa proportions.

The OECD Convention

As Tl has focused on inditutiond reform and Nationa Chapter building in the poorer
countries of the world, s0 it has been equdly aware of the need to simulate action to curb the
propensity of multinational corporations to pay bribes to foreign officids. Our modd has been
the U.S. Foreign Corrupt Practices Act (FCPA), legidated in the late 1970s and highlighted by
clauses that makeit acriminal offense for U.S. corporations to pay bribes abroad.

In late 1993, Tl darted to lobby the Organization for Economic Cooperation and
Development (OECD) in Paris to build support among its member countries - the world's leading
indudrid countries - to cregte a globa convention adong the lines of the FCPA. In tandem with
this effort we Sarted to lobby, through our Nationd Chapters in Europe, for support in the
OECD and for complementary national actions, such as abolition in Germany of tax breeks for
German firms paying bribes to win foreign deds. The OECD Anti-Corruption Convention was



sgned in December 1997 and the chalenge then centered on getting individua countries to pass
al necessxy nationd legidaion to meke the Convention binding. | am delighted to say tha
Canada acted with dispaich and thanks to its leadership the Convention became formdly ratified
one year ago. Congratulations are due to the leaders of TI-Canada who worked <o tirdlesdy for
thisgodl.

What TI-Canada was doing was not only heping Canadian companies to eventudly
operae in a world where it would be competitive sill, not under-the-table bribes, that wins
busness, but it was aso working internationdly in a leadership pirit that, in this context, is
exceptiond. The fact is that dthough you have not had a FCPA, your business practices are
widely seen as setting the ethica standard.

Who pays bribes?

It is one thing for Canadian busnessmen to clam that they do not bribe foreign officids,
but it is quite another thing to discover that foreign businessmen in emerging market countries
rank Canadian firms among the cleanest in the world. And, they do.

Last year we engaged Galup Internationa to survey businessmen in 14 key emerging
market countries, from Argentina to Russa about their perceptions of mgor multinationd
corporations. We asked them to tell us what business sectors they saw as subject to the highest
levels of corruption - construction was seen as the worst, ams sdes was a close second, the
power sector including petroleum and energy came next, followed by industry, including mining.

Bribery in Business Sectors

Tl asked: Which are the sectors in your country of residence
where senior public officds would be very likdy, quite likdy,
unlikely to accept or extort bribes?

The scores below are mean averages from all the responses on a 0 to 10
basis where O represents perceptions of very high levels of corruption, while
10 represents perceptions of extremely low levels of corruption. The
standard error in the responses was small at O.2 or less.

Public works contracts and construction 15
Arms and defense industry 2.0
Power (including petroleum and energy) 35
Indudtry (including mining) 4.2
Hedthcare/socia work 4.6
Tdecommunications, post, (equipment and services) 4.6

Civilian aerospace 5.0
Banking and finance 5.3
Agriculture 6.0




Then, we asked a sdect sample of close to 800 senior business executives in these 14
countries the following question: “In the busness sectors with which you are familiar, please
indicate whether companies from the following countries are very likdy, quite likdy or unlikey
to pay bribesto win or retain businessin this country.”

The optimum score would have been a perfect 10 and we found that three countries
achieved over 8 - a score that indicates that companies from these countries are seen to very
radly, if a dl, pay bribes. Sveden, Audrdia and Canada came nedtly into this exclusve clean
club.

While Canada scored an 8.1, the United States, despite a generation of the FCPA, scored
only a 6.2, which was the same score as Germany and was behind the UK. at 7.2. We found that
mos, but not dl of the leading indudrid countries have fully rdified - France and Italy are
particdarly important exceptions. So far, 20 countries have changed their domedtic laws in
accordance with the Convention: Audtria, Audrdia, Begium, Bulgaria, Canada, the Czech
Republic, Finland, Germany, Greece, Hungary, lcedand, Japan, Korea, Mexico, Norway, the
Slovak Republic, Spain, Sweden, the UK and the US.

1999 Transparency International
Bribe PayersIndex (BPI)
Ranking 19 Leading Exporters

Tl asked: “In the business sectors with which you are familiar, please indicate
whether companies from the following countries are very likdy, quite likdy or
unlikely to pay bribesto win or retain busness in this country.”

Rank Country Score Rank Country Score
1 Sweden R 8.3 11 Singaporen.s. 5.7
2 AugrdiaR 8.1 12 SpanR 5.3
2 CanadaR 8.1 13 France S 5.2
4 AudriaR 7.8 14 Japan R 51
5 Switzerland S 1.7 15 Mdaysgan.s. 3.9
6 Netherlands S 7.4 16 Ity S 3.7
7 UK R 7.2 17 Tawann.s. 35
8 BdgumR 6.8 18 South Korea R 34
9 Germany R 6.2 19 Chinan.s. 3.1
9 United States R 6.2

OECD Anti-Corruption Convention: R=Ratified S=Signed n.s. = not signed

But, we dso wanted to take the opportunity of this survey to examine other possible
digortions in international competition. One of the objections to the OECD Convention that we
had frequently heard in Europe was that U.S. corporations did not need to bribe. It was clamed
tha U.S. corporations secured unfar advantage in winning deds through the exceptiond
political pressure that, as the sole Super Power, the U.S. could exert on governments of emerging
€conomies.



We wanted to a least see how busness executives in the emerging market countries
viewed this kind of potentid politicd pressure in winning deds We found tha out of a
maximum score of 100 the respondents overwhemingly associated the U.S. with usng unfar
business practices to assst U.S. firms to win dedls. The U.S. secured an uncomfortable score of
around 60, followed a a distance by France and Japan with over 30. Canada was again among
the cleanest with a score of just 8. The unfair business practices that were described included
excessve diplomatic pressure, tied ad, specid government favors, dumping and other
commercia pressures.

Tl has for many years compiled a Corruption Perceptions Index to try and rank countries
in terms of the degree to which they are widdly seen to be the home of corrupt politicians and/or
public servants. This CPl tool has won enormous globd publicity, it is used by credit-raiing
agencies, it heps firms in their foreign direct invesment decisonrmeking and it shines an
uncomfortable public spotlight on some of the most corrupt regimes in the world.

The Transparency I nternational 1999 CPI

1999 CPI Notes
The 20 countries listed below are those seen to have the least corruption

among the 99 countries in the 1999 CPI. By contrag, the lowest scores 1999 CPI Score-
- indicating the highest levels of percelved corruption - were obtained relates to perceptions of
by the following countriess Cameroon 1.5; Nigeria 1.6; Indonesia and the degree of corruption
Azerbaijan 1.7, Honduras and Auzbekistan 1.8; Tanzenia 1.9; Kenya, as seen by business
Paraguay and Yugoslavia 2.0; Kyrgyz Republic, Pakistan and Uganda people, risk analysts
2.2; Albania, Georgiaand K azahkstan 2.3; Ecuador and Russia 2.4. and the generdl public
and ranges between 10
(highly clean) and 0
Country Country 1999 CPI  Sandard Surveys (highly corrupt).
Rank Score Deviation Used Surveys Used -
1 | Denmark 10.0 0.8 9 refers to the number of
2 | Finland 9.8 05 10 surveys that assessed a
3| New Zedland 94 08 9 country's performance.
Sweden 94 06 10 17 surveyswere used
5| Canada 9.2 05 10 and at least 3 surveys
Iceland 9.2 12 6 were required for a
7 | Singapore 9.1 09 12 country to be included
8 | Netherlands 9.0 05 10 into the 1999 CPI.
9 | Norway 89 08 9 Standard Deviation -
- fg’)‘({;ﬁﬁomufg gg 88 181 indicates differencesin
12 [ Australia 87 07 8 the val ues of the
13 | United Kingdom 86 05 11 sources: the gredter the
2 | German 8'0 0'5 T standard deviation, the
y i . .
15| Hong Kong 77 16 13 grester the differences
reland 77 19 10 of perceptions of a
17| Austria 76 08 1 country among the
18| UsA 75 08 10 sources.
19 | Chile 6.9 10 9
20 | Israel 6.8 13 9




Challenges ahead

The chalenges ahead are vast - we are nowhere near Base Camp yet, but we have an
Everest of corruption to climb.

In the developing and emerging market countries, we must srengthen our network of
National Chapters in order to enhance codition-oriented didogue on constructive approaches to
curbing corruption. We must find ways to reduce press censorship so that invedtigative
journdism can thrive, we must promote an independent judiciary and office of public
prosecutions so that no bribe-taker is above the law; and we must srengthen other inditutions
that boost public accountability of public officids.

In the indudtrid countries, we must work to make the OECD Convention a redity. This
requires, a a minimum, three sats of actions fird, ratification by dl countries with nationd laws
that ae meaningful and powerful; second, edablishment of effective law enforcement by dl
countries, third, active traning and compliance programs in al multinationd companies to leave
no doubt in busness that foreign bribery is a crimina act everywhere. For example, we must
find ways to work with naturd resources companies 0 that therr foreign-based managers and
geologists understand that there are ways in which objectives can mostly be reached without
paying bribes. Executives must recognize tha in rare stuations where the choice rests between
cdosng an operaton or paying a bribe then the panful decison of closng-down and
withdrawing is the right one,

In addition, we must work to drengthen public awareness of the humanitarian, the
economic, the business and the politicad costs of corruption. We must build public support for
dill dronger globd initiatives by the officdd internationd financiad and aid agencies. At the
same time, we must degpen our work in many sectors. The tragedy is that a every corner there is
someone paying a bribe and someone with a hand outstretched to claim a bribe. This may be a a
port and in a customs shed, or & the office of an environmenta ingpector, or in a police dation.
Wewill never diminate dl corruption, but we can surely make a difference.

Corruption remains among the greatest causes of dow economic growth, waste in public
finance, and ungable politicd sysems and inditutions. We find corruption, and its handmaiden
money laundering, across the globe. We find our T1 agendais a staggeringly large one.

We find this to be both exciting and daunting. We need active volunteers to expand our
work; we need money from business, governments and foundations to srengthen our initiatives,
and, we need people like you to demongrate to the world that doing busness without paying
bribes, but with integrity, isawinning proposition.

Conclusion

Let me conclude by expanding the scope of this discusson. The fight againgt corruption
is not taking place in isolation. It is converging with a host of other internationa efforts that are
spawvned by globdization and by the information technologies tha make globdization so
possible and so dynamic.



We are seeing movements spread that seek to promote good corporate governance. We
see environmentd and humanitarian movements growing that seek to ensure that business and
government proceed to develop infrastructure in a socidly respongble manner. We activist
organizations looking a the behavior of leading multinational companies to see that they do not
exploit labor, notably child labor, in the poorest countries of the world. We see a degpening of
intellectud interest around the world in the benefits and the costs of globdization and a
mounting questioning of the free trade and free investment ethos that so characterized the 1990s.

Tl is pat of a globd set of movements which, a their condructive best, are bringing
busness, government and civil society together to find podtive solutions to magor politica,
socid and economic dilemmas. | am extremey optimistic because | dare to bdieve that it is
these condructive coditions that will win the day and create a better world as a resuilt.

If you ask me why | am optimigtic, then | would like to point you towards two examples.
Fird, there is the Sutton dory. This company st an excdlent example in dl its Tanzanian
negotiations and asssed the Government to open the door widdy to the best internationa
mining companies. The result is that there is a highly productive level of foreign direct capitd at
work today in a country that ranks among the very poorest in the world. Forty years of foreign
aid dependency has not lifted 30 million Tanzanians out of poverty. The prospect of better-
organized aid and private sector investment, however, does offer rea hope.

Second, | am optimistic because of the Tl experience. Seven years ago a dozen of us from
an assortment of countries and backgrounds met together to edtablish a voluntary organization
that had no funds, no clear busness plan and the utopian god of curbing globa corruption.
Today, we have a fully daffed headquarters in Berlin, a network of Nationd Chapters on each
continent of which TI-Canada is a brilliant example, the ear of governments, the respect of the
media and the partnership of business. And, thisis just the beginning.

Thank you.

For more detailed information on Transparency
international please visit: www.transparency.org
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