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GENERAL CONCLUSIONS OF THE CONFERENCE

Corruption iI/creases poverty al/d leads to ecol/om:~ .;iagl/ati01I because il diverts
resources tllat otherwise might have beel/ usedfor a COU1Itry's socio-ec01l0mic
developmellt. It makes the state less efficiellt, reducing the scope and effectiveness of
its social spendil/g. Moreover, it erodes the public's faith in its governmel/t lind public
il/stitutions, damaging emerging democratic processes in Latin America.

Corruption is becoming increasingly globalized, particularly in thefillllncial system.
Due to the 'Iei~hteneduse ofmore sophisticated technology, corruption is also
increasingly difficult to comblll and colltrol.

Corruption flourishes w!:en the political will 10 fight it does not exist, because
politicians profit from it ecol/omically and electorally. It is also exacerbated because
public administration is not trtlnsparellt and provides ample oPP011unitiesfor profit­
making througll deception. Excessive bureaucracy, ill particular, creates positions of
power and privilege in which public officials are not lIccOimtabl!! jor their actions and
wke lldvlll/tlIge 0 f IIlese inefficiellt admil/istratiol/s. The legal system is unable to
combat tMs social illness since it is often cormpt itself.

Society at large is also unable 10 respond. The public greets corruption with apathy,
feeling powerless to affect change. Tile press faces barriers in what it can pt4blish. and
often suffers from cormption within its own ranks.

TIre cause ofcormption Clm be summarized by Robert KI.tgaard's eqrultiOlI:

corruptiol/ =monopoly + discretion - transparel/cy

Its solmions are encompassed by Iris Four Ps:

1. Publicity. Tire govemmel/t COIl counteract impunity by "clItcM,lg a big fish lind
frying it publicly to demonstrate tlrat it is determined to fight corruptiol/, even in its
own ral/ks. It can also strel/gthen freedom ofspeech, al/d encourage the media to
de1l01UICe corrt~ption cases.

2. Positive incelllives. Before implementing neglltive measures, first motivate people
Wit/I positive incentives to fight cormption. /t is importallt to stimulate II market­
based a1ld competitive ec01lomy al/d attack mOllopolies.
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3. Prevention. Provide incefllives for altenwtive behavior ill order to minimize
11ll11um, fillancialal/Cl millerial resource losses. Tllis task il/volves establishing
clearly defined sallctions for those who break tlIe law and imposillg financial discipli­
ne within ;nst;tutions by implementing auditing and cOlltrol mechanisms.
Hannonizing globally the stllndards of the accorillllUlCY profession, especially tllose
relative to.fi1lClIlcial reporting (Old auditing, will prevent ifllenllltional cormption,
such as thm of ti,e Illlenwtional Bank ofCredit and Commerce (BCCI). This can be
accomplished by developing ;ntemationllllt,ws on financial corruption that will allow
prosecutors to cross borilers wilh the same ease as criminals do.

Another importalll preventative measure is to improve the quality ofpublic servlUlts
while redUcing their wtm/Jers. Their u'ork must also be gllitled by a well-defined code
ofetMes.

4. People. To make the govemmelll lIccOIllltlIble, it is key ,(0 rtIisc~ tlze plIMic's
C01IScioll!iIless abollt corruption ami encourage citizens to denOllllce cases withollt
haVing to revealthdr idemilies. For one, professional bllsiness associmiofls must be
involved in the fight lIlIll must be encouraged to uplzold and enforce their code of
ethics. Fightil/g corruptioil also mealls edllcating children at home and at sc1l001
abom its e.xistc'1Ice ami meclllmisms ofcOl/trol.

Corruption is ('ssentially a political problem and tI,e decision to figllt it has to be
taken IJy t/rose who Izave the power to chal/ge it. It is tlze role of(Ill social ;nstillltions
to fight against it il/ order to lay the etl,;clli fOlll/dations which will enable society's
members to perform efficient, productive and honest work.
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1. EXECUTIVE SUMMARY

With over tens of thousands partidpams and television viewers estimated throughout the
Americas, RESPONDACON II, the Second Inter-American Conference on the Problems of Fraud
and Corruption in Government, broadcast ito; message via IN1ELSATon February 27 - 28,1992.
For the flI'St time, 20 countries in Latin America and the Caribbean discussed simultaneously and
interacted with other countries the delicate issues of fraud and corruption in government. As its
fU"St major teleconference, the event provided a forecast of how the U.S. Agency for International
Development's (USAID) will conduct such major events in the twenty·flrst century, permitting a
greater number of participants to interact at a much lower cost and with easy accessibility.

The Conference called for public sector accountability and a strong, swift response against fraud
and corruption (hence the nrune, RESPONDACON). Its principal conclusion was that if
democracy is to he preserved, corruption must be energetically att.1cked by citizens. businesses
and government'i alike.

RESPONDACON II featured the national presidents of three countries, high public offlcials
concerned about corruption, key investigators of the BCCI scandal, members of the press and
leading personalities from important illler-American organizations. The Conference was produced
and transmitted via satellite by Calial:; & Associates from studios in Miruni with direct uplinks
from Argentina and Panmna. II reached hundreds of particip<'mts at various viewing sites in 20
countries and wa-; broadcast on national television networks in Belize, Brazil, Colombia, Costa
Rica, Paroguay, Peru. as well as callie channels in several other countries. At least fifteen other
countries in Europe, Asia and Afrie.1 also lIownlinked the teleconference.

The Conference had the following goals:

- Educate the gre.1test number of citizens aboul the import.1nce of honesty, transparency and
integrity in government;

• Publicize the threat of the globalization of official corruption by disseminating e.1se studies;

- Motivate citizens throughout the hemisphere to mobilize in support of effort'i that combat
corruplion;

• Provide a forum for a free and open interchange on common L'iSUeS and problems facing the
governments of the hemisphere.

Concerned citizens and public officials at specially equipped viewing sites stepped forward to
interface directly with the speakers and panelist... in Miruni. addressing key concerns of universal
interest. Twenty dcdkuted phone lines afforded viewing participants the opportunity to m,k on-the­
air questions of the speakers and panelists. The four hour &1tellite sessions held during the 'two
mornings were followed by live discussions by the participants in the afternoons at e.1ch
organizell viewing site. Some of the afternoon sessions were also televised locally.
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A Wordfrom the Presidents

In video presentations, three Latin American presidents, Alberto Fujimori of Peru, Carlos Saul
Menem of Argentina. and Violeta Chamorro of Nicaragua, emphasized the dCUlgcr of corruption to
democracy and their commitment to fighting it. President Fujimori set the tone in his opening
remarks, prepared specially tor the teleconference. Citing history, he described how Ihe cHIC have
acted with impunity in their own interest, protected by laws of their own crafting. He called on
the electorate to t.'lIcc part in the public debate and on elected officials to set a high moral tone ~md

act with IOtal transparency. He proposed a three-pronged program of structural retonns and
healthy competition in a market economy to put an end to monopoly and oligarchy.

President Menem likened corruption, money '.dundering and tax evasion to treason, stating Ihat
grotesque overstaffing CUld years of self-serving legislation had created a system which must be
dismanlled. He called for deregulation and government reform, toge!her with the unflagging
participation of the citizenry in halting the progress of tJlis progressive disea..e which recently
threatened !he very health of the Argentine nation. He asked citizens 10 denounce all instances of
fraud and corruption allllto make full use of a free press which must be guaranteed by the
government and without which his program could not reach its goals.

Presidem Chamorro also called for transparency in government CUld equated reliable, accountable
government with demm:racy amI economic developmellt. She congratulated the conference
organizers and voiced her support for its objectives.

Words from Experts on Corruption

Following Ihese presentations, key investigators discussed the case history of IDe Intemalional
Bank of Credit and Commerce, better known as BCCI. The largest bmlk fraud in history, the
BCCI case opened the eyes of the world to the threat of worldwide corruption.

Ruben Carles, the Comptroller Genernl of Panama, spoke on IDe damage that military diclatorships
intlicted on Panama's democracy. He also emphasized that international finmlcial agencies
promoting austerity mea'iures and financial controls must not ignore the country's precarious
economic condition.

The role of various element" of society in fighting corruption was the topic of sevcral succeeding
pre"entt1tions. Luis Moreno Ocampo presented the example of Argentina's anti-corruption
movement, Citizen Power, which works to mobilize private citizens amI the press to ,,:ombat this
disease tJlat pervades Argentine society. A. Carlos Correa, U.S. Department of the Treasury,
identified strategies for fighting money laundering through stricl financial controls, the freeing up
of c1a'isified information and collaboration among countries.

A panel, which included Robert Jllck.'iOn of the LQS Angeles TImes, debated the media's role.
Robert Klitganrd, author of CO!1lrolljng CorruOlioll, pointcdly identitied Ule excuses given to
justify conuption and laid out possible strategies for countering them, specifically, the Four Ps:

2
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Publicity. Positive Incentives, Prevention and People. The satellite broadcast also included panels
made up of officials from the co-sponsoring organizations who brought their experiences to bear
on lhe analysis of comption and its solutions.

Bringing the flI'St <lay of &1tellite programming to its conclusion, Angel C.onzlUez Malaxechevania
of lhe World Bank emphasized that corruption is a global concern and not restricted to Latin
America. Underlining lhe conference's theme of accountability, James P. Wesberry, Jr., USAID
provided a concise summary of the two-day event during his closing remarks on lhe secoml day.
He reiterated the dangcn; of kleptocracy to democmcy and to development.

Local Arrangements

Local organizers in the 20 capitals of Latin American and Caribbean arranged for spe:cially­
equipped viewing facilities and coordinated ~ocal follow-up meetings. Starting at 14:00 hours
GMT on February 27 and 28, participants at lhe 10Cc1l sites were able to observe, listen and respond
to the information being broadca~t internationally. While over 2,500 people participated at
officially sponsored conference viewing locations, nmionally televised transmissions increa~d the
estimated audience to tens of thousands.

After the intcmmional progrrun, participants discussed country-specif;.c ramifications of comption
in local debales, panels mId presentations, each with its own flavor and perspective. Spe.'lkers
included country comptrollers, journalists, judges, government officials, members of watchdog
organizations anll professional associations. Organizers also mobilized local institutions and the
press to expand the scope of the dialogue over this issue which clearly pervades all political, social
and economic arena'! of tile countries involved.

In every country, the kcal coordinators publicized the event and disseminated its results. National
audiences in four countries such as Costa Rica and Belize tuned in the conference on their
televisions due to the support of co-sponsoring organizations. In Peru, the local organizing
comminee published a collection of important speeches on complion and have published a
complete written transcript of the teleconference. An extensive publication is planned in Honduras
outlining the principal recommendations for lighting corruption. Argentine orgmlizers are
preparing eight and twenty-five minute video spots on tb:.~ I;:onference that will reach an even wider
audience.

In addition, local watchdog organizations took advantage of this public forum to explain and
evaluate their efforts. Citizens' Power of Argentina discussed its role as a watchdog agency at
length. Participants in Costa Rica discussell the activities of the National Commission for the
Restoration of Values in lighting corruption.

In Ecuador, participants discussed the impact of money-laundering, and the issue of drug­
tmfficking was raised among Bolivians. Conferenr.e participants in Pamguay agreed 011 the
importance of Jnodemiz.ation in making the slate more efficient. A number of countries, such as
Ecuador amI Mexico. called l'()r tIle creation of non-governmental institutions to fight corruption.
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An Opportunity to Interact

The teleconference created a forum in which politic<ll and social players could interact wilh
participants throughout lhe Americas on global issues of corruption. They were able 10 examine
local corruption issues and gen'~mte ideas for possible solutions which would strengthen
democracy and make more effective use of economic resources.

The event alerted people in the Amerkas that fraud and corruption are serious problems which
must be confronted in all countries and m alllevcls of society. It was also successful in creating a
common language regarding corruptior. idenlifying strategies at national and inlemat!.onai levels
to fight ii, and es'ablishing contacts runong individuals concerned wilh the subject.
RESPONDACON II generated interest among lhe media and lhe public to actively observe and
take part in the fight against (:orruption which is damaging the institutional and moral foundations
of society. Finally, the conference laid the groundwork for fulure work to combat corruption, in
particular for RESPONDACON 1II which will be held in December of 1993.
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HI. GUEST SPEAKERS SUMMARIES

Fraud and ...·O"UptiOIl: Ellemies ofDevelopment ill Peru

Alberto Fujimori Flijimori
President of Peru

Since Peru wao; founded in 1821, a rift hao; sep.1fated the la", from iLIi enforcement. It is not that
our laws are bnc.i but that Ihey exist only on paper. As l~twS are passed, so are the loopholes to "get
around" them, so that we live with two systems: one of law ali defined by the constitution, the
other of power and privilege, above the law.

Disrespect for the law goes band in hand with impunity. When crimes go unpunished the message
is sent to offenders and law-abiders alike that laws are not really to be taken seriously. Look at the
terms we have coined, "litlle tish" and "big fish", to refer to smaIl-time criminals or m~or felons.
This melaphor com~s right out of our social reality: the law ne,s the small fish, lie big fish get
away. The peUy thief, the street-comer drug dealer, the small-time black marketeer go to jail, but
the racketeer, I1le embezzler, the drug trafficker, the big-time smuggler and the politician wbose
riches come from public coffers are treated differently. If we focus on government. we see that
corruption is organized and derives from the highesllevels of power.

The "national interest" bali often been the banner - - the pirate's Ilag - - of those who are actually
out for per:mn:11 gain. Consider an historical example. As SOlO as the Republic of Peru was
founded, a number of mnbitious rao;cals were gelling rich off of something I1mt did not smell very
good, bUI thai wali quite valuable in European markets: namely, guano. This lowly natural
fertilizer around the greed of many unscrupulous businessmen in the middle of the 19th century
who used the State and their stalus ali citizens to enrich themselves without leaving anything to the
Slate.

Corruption and fraud have been the direct result of misgovernment mld the hunger for power of
unprincipled elites, folIowed by a whole gmnut of unethical behavior -- from the representation of
special interests in the Parlimncnt or tile Ministries 10 the sale of flCrmitli of all kinds.

With not,able exceptions, the govemment of Peru has been corrupt since the birth of the Republic.
It hali served ali tile means by which privileged e1iles hnve grown ricll. This situation has led to
corruplion mId rrau~ at every level of government. And yet, a movement has matured which
rejects absolutely Ule corruption of the State's sprawling and bloated burcaul.'mcy. On AprilS,
1990, the people selected a new message llil<.1 a new team of professionals led by a truly
indeflCndenl candidale. Since July 28, 1990, when we took office, we have untlinchirgly
proceeded in our fonnidaNe task: to dismantle piece by piece l1le scaffolding of corruption within
the State.

Structural refonns were needed to prep.1fe the ground for the kind of healthy competition only
possible in a genuine markel economy. This meant an end to monopolies and market domination
ofa few companies, I1le operations of which have generated widespremJ corruption in the public·
sector.
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More than one fonune has been mml~ off the counlly's debts and conce.c;siom; granted by the
government RllSrnJS have always found ways of obtaining dividends. One clever method was the
one thought up by some who contributed to the cause of independence, out of alleged love of the
country more than 170 years ago. A number of men loaned money to the emerging Sr.1i~ in order
to charge it disproportionate sums of interest 30 years latl.'I'. The old agreements on the domestic
debt, which officials were attempting to fund, had mysteriously disappeared; all that remained was
the sworn statement made by the creditors. This is Peru's distant ancestor of corruption and fraud
at the expense of govemment.

In Peru, the structural transfonnation of industry has eliminated a thicket of bureaucratic
regulations concealing so many self-serving functionaries, and it is unanimously supponed by the
people. This popular suppon has made it possible to overcome the enonnous obstacles thrown up
by the privileged group that ha.c; lived and tlourished under systematic corruption and fraud,
intluence peddling, blackmail, and other crimin.ll practices, many of which ma.o;querade as
legitimate. This support is apparent in the response to change and the tide of morality which has
washed in. Reaction by the newly disenfranchised was at fU'St subtle: teleph~lDe cnlls to n few
politicians; but soon ellcalated: they resorted to pressure and intimidation.

Our government h.1S resolved not to allow itself to be intimidated by pressure, whatever its origin,
but especially not by the kind of debilitating pressure brought to bear by a corrupt and mercenary
press, abusing its freedom of expression to savage the governmen: and its reputation. I am
completely convinced that corruption ami fraud in government will be eradicated ifwe begiD from
the top without any fear or wavering. Because I have no ties to a pany or powerful group, I have
been able to act with a free hand and absorb blows from corrupt quaners.

The power of the tabloid pre.c;s is very great, but it must be directed at the reallhreats: corrupt
groups within the government, whether in the Judiciary, the Office of the Comptroller, or the
Parliament Outside of government, its powers are known and used forcefully. If certain elements
in the press not only real unethical behavior but make the institution ofethical refonn more
difficult by slinging mud on true refonners, then we are indeed faced with a very powerful
destructive agent. Oddly enough, this very press presents itself to the public as a crus.1der for
ethics and defender of the national interest.

Fortunately there is a responsible press too, which believe.... that, faces with corruption and
immorality in the country, it is important to clol:e ranks. This press is the watch dog oforder and
demOl..Tatic legality, wherea.. the other press is just a cog in the wheel of the most lut:rative
corruption in the country. Democracy is debased by these practices, which demonstrate the
complexity of the phenomenon of corruption.

The public often witnesse..~ a confrontation between government powers and the threat of censure
from and minister and thinks that it is witnessing a fiery public debate or ideological
confront.1tion, when in re.1lity it is something else: it is simply tile defense of economic interests
underr.1ken with all the bluster and rhetoric involved. Furtbennore, it is done in the name the so­
called democratic process. Now, to be sure, there is nothing wrong with dem9Cracy or its
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institutions· quite the contrary; but it alerts us to the pt:netration of the phenomenon of which we
have been speaking.

Obviously, there are institutions in my country, ac; there are in others, which were lTeated to watch
out for government fraud and corrur,uon. But this system is such that not a single ca~c of
cOlTUption has resulted in punishment; therefore, the avemge man on the street sees it all as a
travesty.

The systems for carrying out justice, auditir.g lUld oversight in my country are so dislTedited that
existing legislation and institutions end up not serving the purposes for which they were created.
Tax eva-;illn in Peru became a business for the evader as wdl a-; for the supposed auditor ~r tax
collectllr, amI corrupt elements in the bureaucracy made good money at it.

My grJvemment has waged a ruthless war against tax crimes, and already big and small fish alike
are being hauled in.. In certain circles, it had become almost a mailer of course not to pay taxes.
For such pcopie, it wac; as if public services were a gift of nature, like the shade of trees. But most
interesting of all is that this pmctice had become so popular in the region that the terrorists, who do
not WaIit to see the govenunent do anything beneficial, have seen fit to express their rejection of
tax and ethics reform by blowing up the National Office of the Superimendent of Tax
Administration. our institution for tax collection.

As we can see, the agents of corruption are strange and alanning people, although it is
understlUl(lable in the case of terrorism, since it is allied with drug trafticking. The steps that havt:.
been take III eliminate the sources of corruption have to come fmm an independent government
because the prolongation of these problems arises from political indecision~

The President will, however, continue in this fight, which you understand very well, for it is a fight
against the misappropriation of vast government resources which could be spent on Ute welfare
and development of communities, and for a moral climate condudve to the peaceful coexistence
of our citizens.
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Corruptioll =Treasoll
A Video-taped Address

Carlos Saul Menem
President of Argentina

I remember when I was vested with the responsibility of governing Argentina. In my first address
to the Congress in ajoint session of the Chamber of Deputies and the Senate on July, 1989, I
stated quite clearly that Argentina was a country plagued by corruption and that we were going to
immediately enact all measures needed to attack this problem head on. Corruption is a problem
faced by every country in the world, not only in our time, bUI from time immemorial. I also made
clear that I would propose legislation before Congress that would address corruption and apply the
same punishment as that applied for treaslln.

It is important that we distinguish between the system and the individual. The system that we
inherited was entirely COlTUpl, the product of a government mat had grown disproportionately into
a profligate and bloated bureaucracy that had pennanenUy perverted the functions for which it was
created. Not surprisingly, there were corrupt individuals in mis system. At that time, when we
said mat it was necessary to reform me government and called for it to regulate its ac:ivity, our
exhortations for reforms were in vain. So we turned to the Argentine people. We instituted broad
freedom of the press with no imposed, preconceived ideas, political orientation or conditions of
any kind placed on it. Rnmer, the press was free to report opinions in a fair interchange without
any form of censorship. We promoted freedom of the press, government reform and government
deregulation in the belief that the government shr,uld engage in only its most basic functions:
education, health, justice and security. By hewing to this agenda, we have been able to take giant
steps forward. A government that does not undertnke to fulfill its specific duties can ~!Catly

damage society.

Another of the problems that has confronted us for many years is tax evasion. Tax evasion has left
Argentina in ruins, obliging us to add legislation specifically dealing with it to our penal code.
From a tax evasion rate of 70%, we have seen a decline to less than 30%, amI we hope to virtually
eliminate it in the coming years. I think we have al~hieved a few of our goals. We are much better
off than we were in 1989.

I don't want to lay the blame of all our problems on any previous government. The present state
of affairs is a result of a system that has been in place in Argentina for years. Nevertheless, when
our term ends in three or four years, things will be much improved. Speaking realistically, it is
impossible to eradicate cOlTUption entirely, but our goal is to make headway against it and work
towards eliminating it completely. If we can manage to do away with 70% of this evil still
aft1icting our society, then we may feel sure that the remaining 30% can be successfully tackled by
future administrations.
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An Acco:-d on Ope1Zlless, Candor and Honesty
A Video-taped Address

Violeta ChallK'rro
Pres"dent of Nicaragua

In Nicaragua at the end of the 1980s, we closed a chapter in our history of tyrannical dictatorships.
strongmen, militarism and other systems tainted by government corruption. The octopus of fraud
and corruption threlltened the libeny of the people and created abuse both in the public and private
sectors.

At the beginning of the 199Os, Ule people took th~ first steps to recover freedom, peace,
development and stability. But with that comes the commitment on the pan of government to
strive for c.1ndor in our actions and honesty in our services.

As the president of a freely elected government, one of my desires and responsibilities is to create
a public sector characterized by honesty and openness. I join all the heads of state here at this
international conference on fraud and corruption to pnss on to our peoples a legacy ofjustice,
order and prosperity. I offer suppon and encouragement to all the governments and peoples
participating via satellite in the search for administrative, legal, judicial, and social meac;ures for
preventing the abuses of government 3m) industry that destroy the fabric of society.

Jl
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The Price that Panama is Paying for Prior Corrupt GoveTllmellls

Ruben Carles
Controller General of Panama

Panama is paying a high price for twenty yC<'lfS of military dictatorships. An authoritarian
government affects all sectors of the population, but perhaps the damage is most clearly seen in its
effect on the ethical and moral principles of the Panamanian people.

Actions have been taken in response to the country's problems. Members of the military and those
who were government officials during the dictatorships are being indicted. Panama's ex-dictator,
General Manuel Antonio Noriega. was tried and found guilty recently in the United States.
Unfortunately, prosecution of politicians accused of crimes is difticult because Panama's jUdicial
system was skewed by the corrupt influence of dictatorships.

Although the transition to democracy was quick, a democracy and its institutions mature over time
through the efforts and with the support of all sectors of the population. Currently, democracy in
Panama is in its infancy and, to come to maturity, it must undergo a difficult st.age of growth.

In order to consolidate demm,Tacy, the goals of socia-economic recovery mJst be clearly defined:
growth, justice and freedom of expression. Furthennore, financial discipline needs to be imposed
so that the country's real needs can be met. The easy credit extended by international
organizations has dried up and it is time to pay the piper. Panamanians are having a hard time
understanding the need for the liscal restrictions and adjustment'; now being imposed. The task is
complicated further because financial refoons are pinching Ule elite too; fonncrly, it was protected
under the militmy dictmorships.

As new austerity measures are greeted with public grumbling, it is important to protect against a
return to milit..:'lfism. Freedom of speech must be safeguarded as a tool for protecting democracy.

Progress can be achieved only through a united effort; it cannot be im{Xlsed by the government.
111e international community must underst.1nd that the austerity measures designed to help Panama
meet its financial obligations and to make Panama again eligible for credit are painful.

Latin America and the Caribbean countries, the international community and the, United St..:1tes
must support the Panamanian people and work with them to consolidate democracy and achieve
socio-economic development.
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The Case ofthe BCCI

Gerald E. Caiden
Prof~...~or of Public Administration at the University of Southern California and Expert in
Admini~trativeCorruption

The International Bank of Credit and Commel~e (BCCI) started off small. Its owners, a family of
Indian refugees who emigrated to Pakistan, found that a profitable market for banking existed in
third world countries. During the early 1970s, the Bank quickly accumulate(] Middle Eastern
petro(]ollars. It established offices in the Cayman Islands and in Lu"tembourg and had branches in
80 countries. It operated principally with money from illegal bUl;inesses, corrupt governments and
dictatorships he(]ging against an uncertain futun:.

Bccr is not the only corruptllank, but it's the only one of such magnitude to have been uncovered.
Financial institutions willing to ~kirt the law have and will exist as long as large sums of mOlley
are mobilized throughout the world. Thus, BCCr is a symptom of a greater evil.

Intemationallaws (]o not exist which regulate financial transactions at a global level. A financial
investigation did not uncover BCCI's corruption; rather, people who knew about ito; illegal
operations got tired of so much corruption and spoke out.

We must overturn taboos and prejudices surrounding corruption. Ifone speaks, it means that one
knows too much and, therefore, is guilty by association. As a result, most people hesitate to talk
about corruption.

When corruption occurs, denounce it and confront it with common sense. Perhaps we c.'U1not
totally eliminate it, but at the very least we must dedicate oun;elves to minimizing its impact. One
way to do this is to mabilize public opinion through the press. Ifnecessary, we must go into the
street., and rebel ugainst corrupt authorities, a phenomenon which is occurring in Latin America.
We also need to establish genuinely democratic institutions, specify Ule functions of government,
diversify power and carry out open and honest elections. BCCr is simply a symbol. It represents
the openiJ.1g salvos in the tight against money laundering and drug-trafficking.

13
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Panel Oil the Globalization ofCorruption: tile BeCl Case

James Ring Adams, Co-author, BCCI; A Full-Service Bank, How BCCI Stole Djlljons
Around the Wo"ld
Jack A. Blum, Former Special Counsd to the U.S. Senate Foreign Relation'i Committee, now
Partner, Lobel, Novin'i, Lamont & Flug .
DavM McKean, Senate Investigatur, U,S. Senate Suh-committee on Narcotics, TerrOrL'im
and International Operatinn'i

James Rim: AdiUDS

BeCI is the direct result of the globalization of the international financial system. It was the first
truly stateless bank and it" ability to hide its losses lies in its international character. The Bank's
structure was bifurcated into two subsidiary holding companies in Luxembourg and the Cayman
Islands, each of which had two national subsiiliaries. Both Luxembourg and the Cayman Islands
have weak banking and finance regulatory systems; BCel, therefore, answered to no strong central
regulator in either country.

Wheuthese subsidiaries suffered losses, the p'lor regulatory systems, differing rules and separate
accounting and auditing systems enabled bank. managers to switch bad debts from one set of books
to the other: assets on one side wouhl disappear alltl show up on the other side. Thus, the BeCI
was able to hide the fact that it was losing money during its tirst decade. By 1980 it was insolvent.

To protect it" losses BCCI tried to corrupt governments, such as the United Kingdom and the
United States, tbat exerted control over regulations.

Afler the collapse of tJlis global institution -- which affected the savings of 30,000 depositors -­
regulators began to coordinate their investigations. They realized that banking regulations could
no longer remain a purely national concern in a global cnvironmcnt.

The Bank wu" exposed by chance in 1988 during an undercover drug operation. Oflicials from its
branch in Tampa were indicted for drug money laundering. Because the United States Federal
government took no action fClr over a year, Mr. Jack A. Blum took the case to tJle Manhall~m

District Attorney's Ortice, a local jurisdiction which finally indicted tbe Bank.

From this experience, we can sec how local courts can have all impact on international relalions.
Prosecutorial imperialism can occur in tJle following manner: very sensitive relatiolls between
foreign governments arc driven by action of thc courts (e.g., Noriega trial, the indictment uf ('ther
national leaders, lermrists or drug kingpins). This is a trend which is likely to cOlltinue.

As the global economy develops alll] the now of dirty moncy continues, we will see more ~U1d

more cases seHled by the courts ~Uld nol tradilional diplomacy.

14
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Jack A. Blum

There are three levels of corruption in the BCCI affair:

1. Customer Level: Three thousand "significant" customers: depositors of large sums of
money -. drug traffickers, gun dealers, gamblers, dictators, etc. Each of these has a history
of corruption amI crime that should not be winked at by the law.

2. Government Regulatory Level: Corruption of govenunent regulatory processes: that
BCC's chaotic finances went unnoticed for 10 years must be addressed. A 1978 audit
report disclosing BCCrs rocky finances was requested by the Office of Comptroller of
Currency, and the Bank of America was directed to rid itself of its 20% invesunent in
BCCI. Yet, BCCI was re-admitted into the United States.

3. Value Level: Societal values ibat permit anyone with money to break the law: the bank
was able to protect itself against regulatory or government investigation. It courted fonner
heads of state, prominent figures and lawyers to give it a sheen of respectability. It is not
sufficient for a well-known senior official to say the bank is on the up and up.

There is a false distinction between legal illegal money and illegal illegal money. Legal illegal
money is winked at and includes flight capit.ll and tax evasion. Because we have encouraged the
growth of t.'lX havens, we have tacitly said that tax evasion is all right. Criminals know that it is
just a short jump from tax evasion to money laundering, terrorism and gun running.

How to counter this type of corruption?

The developed and developing world should work together to put the terrestrial paradises of tax
evasion out of business. There should not be loose banking structures in the Cayman Islands, nor
secret banking in Luxembourg.

The developed and developing world should work together to hannonize international criminal
law. The problem is that C<1ch stale uses its own ability to enforce law as a territorial imperative.
We must design a system of illtematioliallaws that makes it possible to cross international borders
in the pursuit and investigation of t:riminals wi!h the S<lIDe ease as !he criminals themselves travel
anll transfer their monies.

It is a serious problem that auditing and accounting standards are not the same worldwide.
Standards applied by the accounting profession are those of a particular country, and they vary
greatly from country to country. We must develop harmonized international standards and define
the role of the accounting profession in regulating the system. Accountants should not become the
hired police of their own customers. Govt:mment cannot evade its responsibilities: either the
government does the police work or it won't get done.

There is much more to come in the way of disclosure. BCe) was a perfect vehicle for moving and
hiding money. While a great many direct links have been delineated, indirect linkages have not

15

•
I
i



..

yet been explored. BCCI advanced credits to trading corporations and entities allover the world.
For example, th(~y financed the sale .>f aircraft to the Guatemalan military.

I would caution that steps must be taken to ensure that the document archives of the BCCI be
preserved. These archives represent a stunning record of worldwide criminal activity and the
BCeI would be in a distinctly insecure position if these records were to be confiscated by the
au~orities.

Dayid McKean

Senator John Kerry's (Chairman of the U.S. Senatc Subcommittec on Narcotics, Terrorism amI
International Operations) view is that the greatest challenge facing the United Statcs is no longer
communism but international white collar crime. The subcommittee hearings chaired by Senator
Kerry focused on BCCI after thc. bank's Jlame surfaced during hearings on drug trafficking ill Latin
America.

BCCI violated accepted international banking practices wherever it operated. There may be US
$12to 15 billion missing from the bank. We know that BCCI engaged in oUter ,,'liminal activities.
It facilitated capit.'l1llight and tax evasion. narcotics trafficking and money laumlering for the
MedelHn cartel. It also helped move money around the world for terrorists, including Abu Nidal's
organization, and for anns dealers via letters of credit and loan financing.

Why wa-m't it discovered earlier? In fact, the Bank's activities have been common knowledge for
the last 15 years. Twke in Ute 1970s BCCI was not granted a commercial license in England. It
was denied permission to operate on two occasions in the United States. It was widely known that
the bank broke cWTency exchange laws in Kenya and Nigeria throughout 1970 and 1980.
International banking authorities and auditors knew that BCCI did not have a single worldwide
regulator. It had such a terrible reputntion that several large commercial banks refused to operale
with it. The Bank of America tried to get out of it" cooperative agreement with BCCI in the late
19705. Intelligence agencies also knew that the Bank laundered drug money and moved money
for terrorists, but this information was not passed on to the authorities.

How was BCCI able to stay in business'! This question is at the heart of the issue of corruption.
BCCI could stay in business because it was able to buy influence all over the world. It hired
fanner government officials, ambassadors, central bankers, former cabinet secretaries like fanner
Secretary of Defense, Clark Clifford. The Bank curried favor with fonner presidents like James E.
Carter. It hired the best legal talent and accountants that money could buy. These acts are not
necessarily illegal. Tht: prvblem is that we don't know what some of these individuals knew and
when they knew it.

The case also raises questior.s about corruption in terms of bribery. Suitcases of money were
delivered to government officials in various countries at various times and BCCI continued to
operate. These are serious allegations that need to be investigated.
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BCCI is a dramatic symbol of a way of doing business thai diminishes people's faith in
govern~ent. It has given rise to a feeling that the govenunent is not serving the public and to
cynicism about the way government is operating. It is upsctting for law-abiding citizens to see the
rich ami powerful able to get away with theft for so long. It makes one wonder whether these
individuals are playing by the same rules as the rest of us.

What needs to be dor.e? The Bank operated in sixty-nine countries. There need 10 be sixty-nine
investigations because everywhere BCel operated it broke laws. We must send a me!lsage to
white collar criminals by prosecuting them wherever they are.
We must reevaluate the entire international financial system. Why do we need such a degree of
bank and corporate secrecy? Why do we need shell corporations for legitimate business 10 hide
behind or numbered accounlo; in Switzerland? Places like the Cayman Islands must come under
greater scrutiny.

We need to look al the issue of secrecy in government. The strength ofdemocracy lies in ils
ability 10 be open and accessible 10 the, public. If we :lJ'e going to restore faith in the syslem, we
must have a public airing of the issue. The public deserves to J..."l10W what happened.
Unfortunalcly, many documenls remain classified and some U.S. Fcderal agencies are not
cooperating.

The full slory has not yet been told. II is a great lest ofdemocratic institutions everywhere to see
whether we learn the full truth about the BCCL

Summnry oltlle BCr.l Pnnel Discussion

BCCI provided all kinds of criminalloanking services to all types of criminals around the world.
A number of countries in Central America were defrauded on their coffee qUOIn because the Bank
provided false papers on coffee exports, declaring as quota coffee exports that did not exist.

It touted itself as a third world bank when in fact it wasn't. It anesthetized people with a smooth
media blitz that, couplelJ with the great names of its high-profile associates, lulled people into
thinking Iliat it was on the level.

This situation did not have to happen. People knew about it and agencies and institutions had been
t.llking about it. The Bank of England was passed this information. The U.S. Comptroller
General already had a good understmlding of the problcm in 1978. In fact, the U.S. Office of the
Comptroller of the Currency was one of the few regulatory bodies that insisted tltal a license
should n!lt be given to a bank that had no regulalors.

United States depositors got off lightly relative to other countries because, due to U.S. regulations,
BCCI could not ~ake deposits and was not protected by U.S. deposit insurance.

The reason that BCCI was nol allowed into some jurisdictions in Ihe United Stales was that it did
not have a single national regulator and lender of last resort with responsibility for all of its
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operations. The trem] in tile United Stmes is to not allow a bank to operate witllOut a single centrnl
regulator. If countries gettogetl1er and agree on this a~ a policy, we will go a long way toward
preventing a situation like BCCI.

Globalization of business means that people need banks that can make transactions allover the
world. In response, we will begin to see tl1e globalization of criminal law and accounting
regulations as well.

·18



Presidellts ofCo-sponsorUlg 1llter-American Organizations

Antonio Oliveira Amado, IJa:esident, Deliberative Council, Inter-American and Iberian
Public Budgeting Association
Hugo Perez Cajiao, International President, Latin American Association for Public
Administration
Jorge Luis Maiorano, President, Latin America Institute for the Ombudsman
Alexander Cardenas Davila, President, Latin American Organization for Administration
(OLA)

Mr. Amado
Each particular instance of corruption must be stmJied. Public services and spending must be
conLIolled even more than the financial aspects of public adminisLIation. The budget, in fact, must
be considered as a political instrument.

Mr. Perez
Corruption can be objectively verified and vanquished as long as the political will exists to fight it.
Among the problems confronted when fighting corruption are the lack of popular participation.
centralism. LIansitory public officials, political cronyism. and the way in which political parties
conduct electoral campaigns.

There are three principal causes for corruption:

I. Corrupt individuals,
2. A corrupt public adminisLIation, and
3. A public adminisLIation "on the take" which encourages private sector corruption.

Dr. MaioranQ
Corruption is a regressive form of intluence associated with power in the public and private
spheres. In Latin America, not only are we faced with institutional instability and financial
problems, but corruption undermines the foundations of our institutions.

The Latin American Institute for the Ombudsman is an organization created in Sweden ~n 1809
and it represents those who fight corruption through every-day, small acts. The institution
promotes participatory democracy in which the individual is not just governed but is an active
citizen. ~r

Mr. Dayila
Corruption has cultural and educational roots. Honesty and integrity must be instilled flOIn the
very beginning of a child's education. The Law of the Inca is an example of the values that society
should impart in the educational system:

;:.
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Ama lIulla
Amasua
Ama kella
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How Private Citizells Call Combat Corruptioll

Luis Moreno Ocampo
Prosecuting Attorney of Argentina's Court of Appeals and Director of the Corruption
Control Program of Citizen Power (Poder Ciudadano) a Private Argentine Foundation

Through an advertising campaign Citizen Power invited people to denounce corruption. It is clear
tlmt criminal prosecution is not the only method of curbing corruption. To respond to this
limitation, Citizen Power proposes lhat citizens be allowed to denounce corruption anonymously,
without lhe need for corroborating Witnesses. This infonnation is lhen given to lhe President of
the Nation for action deemed appropriate. Should no action be taken, the information should then
be disseminated in lhe media; politic:ll repercussions will certainly follow.

Young people constitute an especially active and energetic group of tile public, particularly high
school student.s who are botlJered by what they perceive as lhe hypocrisy of the adult world. We
have designed pmgrams involving young people which explain to them how certain public
institutions work. Students are then. placed in these organization as inlems. The objective is for
government employees accustomed to acting surreptitiously in complicitous secrecy to know that
young people are watching them.

The business c1a.~s tends to view corruption a." a necessary evil which it cannot avoid. Citizen
Power works WiUl business people to show them Ule excessive costs of doing business in a country
with high levels of corruption and that the economy cannot operale efficiently when corruption is
ralllpant.

The advant.'lge of a group such as Citizen Power over a political party is that Citizen Power has no
agenda for obtaining power. It acls outside of the party system, WiUl no aspiration to replace
parties. Since its only aim is to find solutions to corruption, Citizen Power does nm try to dmnage
the current govemment WiUl accusations but instead attacks the system which makes corruption an
every day occurrence.

We hope Ulat this strategy will allow Citizen Power to reach its principal objective: to convince
society thai corruption c;Ut only be confrnnted Ulrough concerted, coordinated action. Individual
ethics and actions alone Cllimot win Ule baltle.
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Implementing an Effective Anti.Money Laundering Program

A. Carlos Correa
Assistant Director, Office of Financial Enforcement, U.S. Department of the Treasury

The problem of cOlTUption and fraud, specifically that of money laundering in the financial sector,
is a topic which profoundly worries the United States Treasury. The Financial Action Group of
the G-7 (a group of the seven wealthiest industrial nations) has calculated that the annual gross
product of world drug-traflicking reaches $300 billion, and a third of this amount is generated in
the United States.

The process of money laundering involves three main stages. All require the services of financial
institulions.

1. The placement of cash deposits and the purchase of monetary instruments: in this stnge,
the launderers search for and transport cash to countries where cash transactions are not
reported.

2. The insertion of financial operntions: the launderers withdraw their cash in the form of
monetary instruments and electronic transfers and transport these instruments or cash from
one country to another where they convert their earnings into real estate, automobiles, art,
jewelry, etc.

3. Integration: the launderer looks for countries with an environment where confidential
business transactions are allowed.

An integrated program to fight corruption requires alliances between the police, financial
institutions and their supervisors, and the professional and business sectors. This program:

- Facilitates the confiscation of narcodollars;
- Prohibits banking secrecy from impeding in investigations and judicial process against

money laundering; and
- Protect.; financial institutions revealing infonnation about suspicious operations from civil

suits or legal action.

The integrated attack against laundering also requires that:

- Financial institutions maink'lin adequate records;
• Infoonation be available to authorities;
• Clients, directors and employees of the financial institutions be known;
• All banking operations be recorded in accounting books; and
- Governmenls take necessary measures to exchange information and provide mutual legal

help in cases of llrug-trafficking and money laundering.

This strategy comprise!; a promising step in the fight against corruption. Only when governments
throughout the world adopt the~e measures will we be able to implement an integrated plan against
money laundering and drug trafficking.
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PallelO/I tile Media's Role ill Fighting Corruption

Anthony Maingot, Professor of Sociology, Florida International University, Editor of
HemisPhere. the .Iournalpf Latin Americgn and Carihhean Studies
Eduardo Palmer'., Journalist
Robert Jackson, Investigative Journalist with the Los Ani:e!es Times

Dr, Maim:ot
There are a number of important issues to consider in the corruption process,

- Disclosures about corruption tend to come from outside the country arousing feelings of
nationalism.

- There is a direct relationship between corruption ami violence, especially in small
countries such as those of the Cmibbean.

- Due to the sophistication amI case of tinanciallrnnsaetions, governments are not prepared
to allack corruption.

The problem of corruption is lIot one of morals or (1f the corrupt individual. Rather, it is a problem
of the environment in which structural changes must be auempled.

Mr. Pnlmer
If we use a common encounter with a tramc IXJlice officer as an exrunplc. we can demonstrate that
corruption takes on a pyr::unidal form. At tlte bm;c are the tmme orncers who accept bribes, for
ex::unple, from drivers trying to avoid a trame line. This ofticer proceeds to pass a percentage on
to his/her superior and this person to his/hers unlil reaching the boss who receives mOllcy from all
trarnc officers.

The mcdia can scrve a vital role in combating corruption by raising the consciousness of society
about the dangers corruptioll poses. TItis task is not easy and the Utreat of being silenced is a real
one as shown by the as~assination of Ute director of the Colombian newspaper ElE.'!pectador. A
useful ex::unple to follow is that of a Bolivian newspaper which encourages people to denounce
cases of corruption to the paper, promising not to reveal the informer. The newspaper thcn
conducts rut investigation and, if il finds proof that a crime was commilled. publishes the
information.

Mr, Jackson
The role of the press against corruption is crucial but limitcd since the media docs not have the
coercive power to obtain information ami hilS ncver gollen to the core of scam.lals unaided. The
govenunent. in contrast, when there is a will, has more power to gel to the heart of the issue,

In three major cases in the United States, the press initiated investigations: Watergatc, the Iran
Contra Affair and the case of Gencral MruJUcl Antonio Noriega. Thc common clL:mcllI in all of
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lhese is that lhe press has limited powers: even if it reveals corrupt acts, it cannot delve furlher
lhan govemments pennit. It is the government which, if interested, pays attention to lhese
accusations and orders investigations. In the General Noriega case, lhe first mention of lhe
situation was in IW:~Ymk~ in 1986. Allhough a number of accusations were made
against lhe General, sufticicnl proof wasn't obtained until two years later when an investigation
began lhal would terminate in his Miami trial in 1990.
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Reducing CmTuptiOiI ill Govemmellt

Robert Klitgaard
Author of Contro)ljm: Corruption

Approl>riate measures are often not taken against corruption because its existence is excused by a
variety of explanations, including the following.

- Corruption is a cultural problem. Different cultures have different ways of keeping the
wheels of government and business turning. However, in all countries and all cultures a
generally shared idea exislo; of what is legal and what is illegal.

- Corruption serves a functional purpose. Some social scientists stnte that corruption is a
mot()r for economic <.Ievelopment: it contributes to resource distribution and social
integration.

- Foreigners who bribe local ofticials are at fault. Nothing can be done until meao;ures can
be taken against the pernicious influence of outsiders.

- Corruption at certain levels is condoned. Ifmy superiors are corrupt. what can I do?

- Corruption is systemic. If a businessperson does not give or receive bribes, he/she cannot
compete with those businesses that do.

All of the excuses cited are flawed. Corruption is not only an ethical question, but also an
economic and political one. We must put religion and ethics ao;ide and attack it not as a problem
of individuals who have gone astray. but as systems functioning improperly and fostering
corruption. We must de-mystify corruption and confront it with a<.lministrative mechanisms. We
can create a more transparent system, with clear rules and incentives which make it more difficult
for those in positions of power to be corrupt.

Corruption may be defined with the following equation:

corruption =monopoly + discretion - tnlDsparency

We must therefore design a strategy that allows us to altack monopolies, reduce discretion and
increase the transparency of the system.

Free competition is the foe ofcorruption. Privatization is not effective if it replaces one monopoly
with another.

We must achieve an optimal level of discretion in which everyone understands what is allowed
and what is not.
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Finally, transparency i!' achieved where a free press. a democratic system and a market economy
exist. Wherever a bureaucracy exists. it is essential that the public have access to infonnation
about the activities of government officials. Channels to the public must bt: kept open.

A number of strategies can be used against corruption. One involves the Four Ps.

PlllJliciry: Atlack the cullure of corruption. TIle public holds that if those who are in
charge are stealing, then it is acceptable for everyone to do so. Catch a big fish and fry it
publicly. Choose a subject (ideally from the governing party) to demonstrate that the rules
of the grune are going to change.

Positive Incentives: St.m1 with something positive. First define positive measures to
involve the public in the bailIe and only then proceed to tile negative punishment.

Prevention: Prevention is as important in fighting corruption as it is in public healUl. In
the tight against corruption, prevention involves evaluating how conducive various
processes are to the growth of corruption. Give incentives for alternative behavior at
critical poinl".

People: Corruption's worst enemy is the public. Each time a government comes into
power, Ule tirst thing it says in order to attract popular support is that it wants to control
corruption. The people should report irregularities and responsible officials should analyze
them. Citizens cnn t."Jee part in controlling corruption if Uley act as watchdogs to ensure
that public projects use resources effectively.
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Palleloll the Private Sectllr, Presidents ofIllter-America" Organizatiolls

Horacio Aguirre, Editor and President, .Illi!.I:.m W Americas, Miami, Florida, and
Chairman of the Internatillnal Affairs Committee of the Inter-American Pre.'lS Association
Miguel Angel Alarcon, former President, Inter-American Accounting Association
Alfredo Fournier Beeche, President, Inter-American Bar Association
Aulous F. Madden, President, Institute of Chartered Accountant'l of the Carihbean
Jorge Rodriguez Torres, President, As.'lociation of Latin American and Carihbean
Economists .

Mr.-a~
TIle existence of a legal system is indispensable for a free press to be atlle to condemn and
denounce corruption. The lure of power where Ule state has no limits encourages bribery and
corruption. If, within a system clearance from above must be obtained at every tum, lhe
possibilities of corruption increase.

A society is a reflection of ilO; members. It is necessary to educate lhe individual from an early age
to be responsible, moral and civic-minded.

Dr. Alnrc6n
It is not a mailer of ell.'lcling a greater nwnber of laws in each country but of reinstating a sense of

morals. The government can play an important role in emphasizing me impoJ1lU1Ce of moral
values. When public oflices are lilled by individuals of great moral integrity, Ulere will be less
bribery.

Mr Eoumjer Beecllt;
Corruption launches a front.al aWlck againsl the legal system; it commits crimes, not only against
individuals, but against the law itself. But it is also impOJ1ant to pllint out that lTImeS can be
artilicially manufactured by an over-zealous legal system. Fur instance, laws which prohibit
money changing naturally invite violation. Transgression of such laws is morally not a crime.

Ethics cannot and should 1I0t be legislated. Rather, corruption can be attacked in three diftcrellt
arenas: I) when paying for monopolistic services or when paying taxes; 2) during the procurement
process via Ute purch,to;e of goods and servkes; and, 3) when Ule slate acts ao; regulator or provider
of goodo;. The solution 10 corruption lies no' :n regulations but in creating a transparent
environment for Ule private sector to function eUlically.

Mr, Mallden
It is difticult to tell wiUt ceJ1ainty whether corruption has increased in lhc Caribbean, (lr if it has
just now been made public. What is true is lhat many Caribberul Islrulds have experienced
corruption scandals. Some, howcver, such a~ Saint Lucia, continue to argUt~ that they are tOlally
free of corruption. Unfortunately, exmnplcs such as Saint Lucia's are increCl~ingly rare mILl
corruption in Ule Caribbcrul in growing evcry day.
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In Trinidad and Tobago, corruption cases have been publicized internationally. The corrupt acts
of pJ.lblic officials during the period of prosperity from 1973-1981 involved many foreign
individuals as welllL'\ companies that were accused of bribing govenunent oflicials and political
party members in order 10 win contract'\.

Some argue that this type of problem is the result of low pay for public servants and the solution is
to raise their salaries. This is not, however, a panacea. One of the few acls of the government
elected in 1989 was to increase the salaries of permanent secret.-uies and of congress members by
250%. There was no perceivable decrease in the incidence of hribery.

It is difficult to find information about the offensive against corruption. However, unofficial
estimates indicate that Jamaica invests approximately 10 percent of its funds in fighting
corruption. The General Auditor of Jamaica is dedicated to this task as is the Integrity
Commission which scrutinizes the financial st.'llements of parliamCi"l members once a year in
search of irregularities.

In spite of the importance of these effort", not enough is being done to fight corruption in the
Caribbean. Yet our hore is that the. State will be under greater pressure to take the appropriate
mensures once the public becomes more interested in what happens in government.
Short and long-term solutions are now within our reach: I) education on morals and ethics will
yield long-term benefit'i and 2) for immediate result';, civil service salaries should be raised to
reduce the economic incentives to commit COITUpt acts and specific punishments should be
enforced for those who break the law.

Mr Rodri2uez Torres
Corrupt oflicials often form political parties for the sale purpose of gaining and abusing power. It
is imperative 10 eliminate banking secrecy in oruer to defend democracy and support development.

27



::

w. CLOSING REMARKS

Angel Gonzalez-Malaxechevarria
Sel1ior Financial Management Adviser, World Bank

We have reached the end of this memorable d'lY, as everything concerning ethics and morals is, by
definition, memorable. I believe that the contributions of my colleagues have been first rate, the
topics have been super -imeresting. Now, I would simply like to provide a general summary of
what, from my perspective, has been of most relevance. The first conclusion I reach from the
BCCI case is that corruption is universal. Corruption is not only a BCCI affair or restricted solely
to Latin America. Corruption is universal because it affects the very basic moraIs, the basic
idiosyncrasies and the basic essence of human beings.

Perhaps the organizers would like to dedicate a similar event to the Japanese, for instance, who
have flooded the newspapers during the la.,t few months with repeated ca,es that are affecting the
way of life of the traditional Japanese cilizen, who is essemially honest, and which have had
consequences that unfortunately have reached a great percentage of Japanese industry and
politicians. We could spe.;k, perhaps, of the problem of elhics in business and govenunent from a
Japanese perspective. We could speak of the Ambrosian Bank case which I believe is the famous
predecessor of the DCCI. The Ambrosian Bank invested close to SUS 300 million and nobcxly
knows exaclly what happened with it, or wishes to say anything in public.

They also tell me of the Maxwell case with which I began my archive of newspaper clippings on
fraud cac;es. Immediately, my tiles filled WiUl paper. I da.,silied them: Archive #1 is the United
States, which is quite thick; Archive #2 is Japan, also quite thick; the third is Sweden: the fourth
Spain, so thm you can sec I am objective; and so on. Fraud ha., no boundaries.

This is the situation to which I referred during my presel1lation: "Fraud is an Epidemic without
Boundaries" at Ule October conference of Argentine auditors. Now I'd like to say a few additional
words regan.ling what I call "Ull;: psychology of the criminal." The criminal is a sick individual
ami, among other things, has a surprising ability to rationalize behavior. A corrupt person looks
for an acceptable explanation of the criminal act. The psychology of a corrupt person is to negate
that he/she is corrupt.

I would also like to mention is that it is possible to sin through actions or inaction, ~s argued by
theologians from all religions. For this reason, I would like to remind you that corruption is so
extensive that it affects Ule whole world, in all geographical locations, all human beings, all races
and all occupations.

The businessperson can be corrupt, the employee or Ule labor union member; Ule banker who
infringes on his/her own tinancial analysis policies, providing em;y money to UlOse who are
unqualified. The clergy, of any religion can also be corrupt. TIle whole world can be corrupt
because corruption affects us all WiUlout discrimination.

TIlis is the situation we face, that corruplion has no boundaries. We must therefore find the roOlS

of corruption in tJle ethics and morals of the individual.
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A Hemispheric, Electrollic, Stratospheric Cry for Accou1ltability

James P. Wesberry, Jr.
Senior Financial Management AdvislJr
United States Agency for International Development

RESPONDACON II has been made possible due to the efforts of 23 professional, regional and
internation:ll organizations concerned about the plague of fraud and corruption presently
contaminating our hemisphere.

Eight years ago a professor and legal expen, John T. Noonan, Jr., published a 839-page book with
a one wo,d title...Bribes. It traces the history of bribery from 3,000 B.C. to our present time, from
40,000 sesterces paid out to a Roman Senator in 74 B.C. to $50,000 for a U.S. Congressman in
1979. One of tile largest bribes mentioned is SUS 2.5 million to a L1tin American President.

In his exhaustive study, the precminent expert on bribe:y, concludes with the encouraging
preuiction that, just as human slavery, which for a long time was legal, bribery will disappear for
the following rea~()Ils:

- the shame of the briber and the bribee are true indicato,:s of the violation of the human
good;

- the trust reposed in government is inherenl to public office awl there is a basic need to
trust one's govenunent; and

- the nature of bribery is contrary to the nature of the human person in its full development.

We havc dedicated two days by satcllite transmission mld live in various countries to the
uiscussion of frauu and corruption in government, of which bribery is only one facet.

We have hearu from tllree nations' presidcnL'i regaruing tile danger which corruption poses to
development :Uld the urgency of concerteu action against il, We have heard about tlle price tllr.t
Panruna is paying for the abuse of government power. We have discussed the largest bllilk frauG
in history witll experts and criminal investigators, BCCI, described as the "bank tllat would bribe
God," if that be possible. To focus our ideas upon action, we have heard what citizens and
professional groups can uo to combat corruption, specilically including how efforts can be
mounted against money laundering. We have empha'iized the invaluable and indispensable role of
the free press.

l1lrtJugh INTELSAT's technology we have enjoyed the luxury of interactive exchllilges witll
participants from 20 countries. II now remains for you 10 arrive at conclusions and make
recommendations I<lr aClion at Ihe national and regional level to increase efforL'i to light onicial
fraud and corruplion.
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We appreciate the collaboration of all the organizations, governments and individuals who have
made this teleconference, RESPONDACON II, possible.

What does "RESPONDACON II" mean? Obviously, the II refers to the fact that this is our second
conference. The tirst was held in 1989. RESPONDACON simply abbreviates the phm~e
"Conference on 'Respomlabilidad.''' "RespondabiIidad", the title of our Spanish language
newsletter (called"Account.1bility" in English), means the duty to respond or account to a highcr
authority. On planet earUl, only hum:U1kind has the ability to discern between g<xm amI evil, right
and wrong, truth and error. Only human beings have a conscience...because only human beings
arc fonned in the image of God. TIle human conscience has the intuitive amI innate capacity to
avoid wrong ami do right...or, if not, to laler recognize when we have done something wrong, and
thus feel shame.

Traditionally, the human being /las been accountable allea~t to God, family, country, neighbor and
employer. These accounlabililies compose the cement which holds our countries and our
civilization together. AmItoday's greatest danger 10 our countries amI our civilization is the full
scale abstenlion from accountability...the refusal to respond for acts perfR,nncd...which is today so
popUlar.

TIle activities of government require the highest degree of account.1bility. FraUd and corruption by
public servants, whether conunitted direcUy or indirectly, constitute abstention from
accountability.. ,from the duty to act in a responsive manner. Thus, the theme of our event is
accountability or respondabi/ity (in Spanish, respondabiIidad) and from this RESPONDACON 1I,
a Hemispheric teleconference dedicated to making its participants aware of and motivating them
regarding the imporL1nce of accountability in the continual fight for hOllesty alld integrity in the
public sector.

Aagrant corruption has chlmged Ule course of history and the forms of govenunents over the
years. In early Biblical times the Jews had eSlablished a them.Tacy under priests/judges who
governed and pa<;scd <1Il Ule reins of government to their heirs. But the two sons of Eli wer~'

corrupt, thus Sarnuel inherited power. Then Samuel's two SOliS also were corrupt. They were not
upright like thcir father but pursued dishonest gain, accepted bribes and perverted justice. As a
result the leaders of the populace demanded a king and the government of Israel was changed from
a theocracy to a monarchy...with a tremendous impact (IVer the following centuries...all because
the citizens were di~gusted with Ilagrant corruption. And thus has flowed Ule course of history up
until OUI time when the cilizeus of many c;luntries now called ex-conununisl tinally freed
themselves from the slavery of official corruption.

Various of our speakers and panelists have spoken aboulthe tItreal that fraud and corruption pose
10 democratic governmcnls. 11lat threal is obvious.

Today kleptocracy, the fonn of government delined a<; "a govemment of thieves," is Ule principal
enemy of democracy. Kleptocracy is a worldwide phenomena. Over the centuries it ha~ replaced
theocracies, monarchies, demm:racies and recently many communist govenullents which were
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transfonned from faithful believers in utojlic socialism into governments of thieves, and we didn't
even notice it...until Uleir own citizens overthrew U1em in deep disgust.

Kleptocracy comes to power neither by force, nor by ballot. It simply grows like a fungus
corrupting more and more persons until it takes full control. Almost everyone then becomes
corrupted as corruption becomes a way of life, payoffs become salary supplements, collusion
spread" because everybody's doing it and gradUally the entire country becomes corrupted.
KIeptocracy simply consists of the institutionalization of one person's or one elite group's greed for
resources and power in U1e fonn of the apparatus of the state. Once in control, kleptocratic power
tends to become more and more centrnlized in one person or group which holds the franchise on
all fonns of corruption. Kleptocracy maintains its power by repression...always under the iron fist
of a dictator.

The battle for honest government has tt'lken on even more importance during the 20U1 century due
to the tremendous growth of st.1te financed, controlled or regulated activities. Two thousand years
ago John the Baptist preached in the wilderness to the typical public servoots of his time - tax
collectors and soldiers - iliat they should not collect more taxes than required, U1atthey not extort
money or accuse people falsely...and that they be content with their pay, not seek to increase it
illegally. These sennons are valid today and apply 10 every one of Imlay's public servants.

The person who robs a store steals from its owner. The person who robs a book or a large business
steals from its stockholders or investors. But the person who robs a government ste.'lls from you
ood from me, because the government is our property. Theretore fraud and corruption in
government constilute worse crimes than white cellar crimes againsl business...and U1e time has
come to treat them that way.

Several of our speakers and pallelisls have emphasized the need to teach honesty and hltegrity
beginning in Ule earliest years of schooling. But there is 00 even more important point.
Governments are generally constructed in pyrami<L11 fa~hion composed of local governmenls, sime
or provincial governments and tinally national governments, but the smallest unit of
governmenl...Ule brick with which governments are built...is U1e family.

When the family is corrupted. the government is corrupled, just as was the case with the sons of
the Biblical leaders mentioned. When parenls do not serve a" models of honesty and integrity in
U1ese smallest of governmentt'd units, when U1ey do not establish family discipline, when they do
not leach morality to Iheir children, even before Ihey enter the educational syslem...the
government is in grave d'\nger of becoming Kleptocratic .11 every level.

Many centuries ago a Cllinese elder was asked what could be done about moral decadence ood the
disobedience of the young. He sagely replied. "Well, you must begin with U1eir grandparenl"."

Any baule against corruption must begin wiU1 the grandparents of future gcnerations...wiU1 our
children...and Ute leaching must be by our example...not just by our words...nor by the words of
teachers.
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King David left us a motto for OUl' homes. our families and our govcnunents in Psalm 101, verse 7:

"No one who cOl1lmits fraud will live in my house;

No one who speaks lies will stand in my presence. "

May God guide and bless your deliberations this afternoon and the conclusions and
recommendations you reach at this conference.

May RESPONDACON II be the lirst hemispheric, electronic. ami stratospheric cry for liberty
from the slavery of government corruption.

We'll see you in two years with RESPONDACON III !
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~ SELECTED COUNTRY SUMMARIES

Argentina

Conclusions and Recollvnendarions:

In A'"gentina it is noonal to talk in teons of business activities such as contracts or public tenders
being up to 50% corrupt. This transfonns corruption from being a "lubricant" for business into a
bomb planted inside the economic and institutional systems. Corruption is so generalized that the
justice system is usually inefficient in resolving even the most evident cases. This is a result of
processes which are easy to obstruct for those who desire to do so. In addition, when corruption is
generalized, an attitude ofacting ethically and according to law may be costly to those who
assume this J"lOsture.

This suggests that the solution should come from those who are oUl~ide the corrupt system who
believe that some resulL'; may be achieved through joint citizen participation. The axis about
which this revolves consislJ ofa solid commiunent to joinl\y face up to the problem of corruption,
since individual activity appears to be counterproductive and ends up confmning the widespread
belief that "whoever isn't corrupt is a loser,"

An anti-corruption effort by citizens should:

- involve tlle gre~test possible number of sectors of the citizenry in corruption control
activities

- demonstrate that consolidated action is more effective and beneficial in controlling
corruption than individual ethical conduct

- seek to create a social demand for transparency, accountability and the control of
corruption.

SumllUiry ofActivities:

Citizen Power (Poder CiutLmJano), a private, volunteer-supported foundation, organized
RESPONDACON II in Argentina and encouraged the government. business and professional
associations to participate. Television programs, newspaper articles and radio presentations
alerted the public to the upcoming event.

During the local session on February 27, the Justice Minister, Dr. Carlos Loon Arslanian, spoke
about his administration's efforts to improve the judicial system through reforms including the
appoinunent of new judges and speeding up the legal process. The Secretary of Public
Administration, Gustavo Beliz, focused his speech on the National Institute of Public
Administration and ils efforts to train professionals for public service careers with an adequate
level of remuneration. He emphasized the government's efforts to erradicale instilutional
corruption through iL~ privatization and deregulation programs.

Buenos Aires'leading circulation newspaper EI Clarln. wbich covered both days' programs
extensively, reported thaI the juiciest part of the teleconference's first day was the analysis of the
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Bccr case "... and the impunity with which tlIat international banking entity operated for more
than ten years after its fraudulent operations were detected."

On the afternoon of February 28th, Dr. Luis Moreno Ocampo, who had also appeared via satellite
on the morning program, outlined Citizen Power's efforts to involve the different groups of
Argentine society including business, labor, public officials, high school and college !>tudents,
teachers and journalists.

About 150 persons participaled over the two day period including invited guests from the media,
which gave wide coverage to the teleconference, officials of governmental regulatory and aUditing
institutions, members of the Congress and tlle diplomatic community.

Belize

Conclusions and Recnm.mentlations:

Leadership - Religious and institutional leaders need to be stronger and more commille<lto
fighting corruption. Society must become more family-based to provide a support network for
people who wish to resist the temptation of corruption. Moral!> and ethics need to be returned to
the top of the agenda, not tucked away or ignored.

Ed,ucatioTl - The country must inculcate its citizens in ethics and morals from infancy through
aduItbood. Methods of teaching must be changed. The rewards of pride and enhanced self esteem
are inherent in turning down bribes and discouraging other illegal activities. Just telling persons
not to partake or threatening them with punishment is not enough.

Role models must be develope<lto help lead the way in the fight against corruption. This is
essential in gaining the support of young public officials. Role models help make the plan more
believable and attainable, as opposed to being lofty or impractical.

Tine power ofthe vote must be wielded to elect honest men and women to public office and
remove corrupt politicians. Politicians are only as strong as the citizens allow, amI only as
accountable as tlle citizens insist. Citizens need to utilize the power they have in helping to put
back morals and honesty in the running of the country.

Participating countries should maintain contact to develop a data bank to collect and store
information about fraud and corruption discovered. It should include the names of those involved,
the nalure of the crime, the country of origin and other countries or individuals involved.

The newspaper, The Rewoer. of Belize City e<lilorialize<l regarding the local sessions'
conclusions as follows:

"The discussion in Belize reached the conclusion that corruption does exist in Belize - within the
government and oUlside it, and that this corruption was doing a lot of harm to the country.
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Some of Ihe exrunple~ broug~ll to Ihe public's all~nlion involved:

a. Ihe award of governm~ntcontracts &~ inflated values
b. govenunent's indifference to wic.lt:Spread smuggling and reven',f~ evasion
c. the willingness of bu~inessllersons to lie antI cheat to evade the payment of taxes
d. allempt:; to interfere with Ihe judicial process of the courls
e. government's intIifference to audit reports; imliffercnce to laws calling for prompt

accountability
f. an apparent willingncss to leave constitutional issues unresolved, for political or other

rcasons.

in a sense Ihis was breaking new ground for Belize...this was Ihe tirsttime that individuals had
been a~ke.d to identify themselves openly and specifically ao; being opposed to corruption in
government.

hllhese matters, Ihe first ~tep is always to get people to recognizc and admit that, yes, there is a
problem! Once Ihis step has bcen taken, finding a solution becomes emlier.

For this reason we believe Ihat the efforts mnde on behalf of RESPONDACON :1 were well
worthwhile. We cOllgratulni~ its organizers, ruld we also congratulate the government whose new
media p<:licy has made it possible for citizens to discuss Ulis kind of sensilive material openly and
objectively, and we hope, with benefit for all.

Anolher newspaper, The Pulse. reported: "the main goal of the conference, to provide an open
forum for viewpoints on Ute topics, was realized. Both days proved successful in that the Belizean
audience in their wrap-up brought to light our intemal prohlems of fear amI joh intimidation, and a
concern for the integrity of the country...Credibility and commitment by the professionals of
Belize is a personal and civic duty. Professionals should int1uence antI play watchdog roles in
their workplace to ensure UJatthe integrity of our demoLTatic process does not mimic the situation
of our neighbors."

SU1I1J1U1ry ofActivities:

Co-sponsorell by seven accountancy, media, university ruld govcnlmcnt orgrulizations, 35 men and
25 women particifle'lted locally in the teleconference. The President of Ute Institute of Chartered
Account...nts of Belize, Mr. Julian Castillo, and tile Attorney General, the Hon. Glen Godfrey, gave
the welcoming and opening speeches respectively on Ule first day. Mr. Godfrey empha~ized thc
importance of preventing corruption and fraud anll expressell his approval of the plan to exchange
accountants/auditors betwecn the public and private sectors. The local television station
broadenst the event live mId telcphone lines wcre set up fpr the home audicnce to phone in with
questions and conunents.

A wide L'Coss-section of citizens anll officials attended the conference and participatcd in evening
panels. Mr. Orvin Nicholas, the Audilor General of Belize, anll Mr. Timomy Palacio, Ethics
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Lecturer at the University College of Belize, served as panelists the first night On the second
night. panelists included Mr. Harry Lawrence. Editor of The Reporter. Bro. Desmond Smith S.J. ,
Bishop of the Anglican Diocese, Mr. William Heusener, President of the Human Rights
Commission of Belize, and Mr. Simeon Sampson, a member of the Bar Association.

Sponsors in Belize were the Government of Belize, the Institute of Chartered Accountants of
Belize, the Broadcasting Company of Belize, Belize Institute of Management, University College
of Belize, the Society of Professional Journalists. the Society for Promotion of Education and
Research and Belize Telecommunications Ltd.

Bolivia

Conclusions and Reco11l111l!nOations:

The five great evils of hUlImnity are the arms build-up, terrorism, environmental contlUDination,
drug-trafficking amI corruption, and the latter overshadows them all. Corruption exists when
within political parties positions, from senatorships to clerical posts, are bought. Corruption exists
when leaders cover up the facto; and lie to the country. Corruption exists when the private sector
skirts legal procedures anti participates in contraband. Corruption exists when union leaders earn
salaries without working, protlucing or serving their constituencies.

Politicization of the publie; service leads to corruption. Corruption is essentially a political
problem anti effort<; to fight it must be matle by those with the power to change it.

Any political party which fills the public service with it.. members without regard to aptitude,
qualifications, efficiency. etc., is corrupt. One of the causes of corruption in government is that
inJivitlual employees are not qualified for the positions they hold or should not be holding those
positions.

Corruption is endemic anti has grown rapitlly during the last few decades. Governments have
<lone very little to stop it.. advance, and instead it has been used as a tool for financing parties,
raising electoral fm'ds anti an excuse for upholding illegal government...

Countries bligbted by a high demand for narcotics do not accepr. their responsibility for the surge
in illegal drug trafficking. If the demand for tlrugs were not increasing, the supply, i.e.,
production, of drugs would not rise. The tight against drug trafficking must be broadened to t..lke
into consideration these supplyhlemanrJ issues.

Tax legislation has reduced some corruption, but not enough. Overly complicatcdtax
administration systems, the daily contact of public officials with the private sector amI the
disl......etion given to them, continue to impetle progress and contribute to the prevalence of
corruption. Legislation must be precise, concrete and unequivocal and must be supported by an
honest and responsible judicial system.
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Corruption impoverishes society. Hedonism attacks families, corruption enters and destroys lhe
home. Often a wife urges the husband to seck riche.... and he does not hesitate to do anylhing
necessary to satisfy !he family's need. It is necessary to ree..o;tablish values, and nothing is better to
lhis end lhan education and fonnation from childhood. Parents must assume their proper role:
caring for lhe integrity of lhe family with love, dedication, sacrifice and high moral values.

Corruption is lhe best means of stimalating totrllitarian governments and motivating extreme social
reactions.

SUI1111Ulry ofActivities:

Bolivia's Vice-President, Luis Ossio Sanjines, inaugurated the event, stating: "Cormption is an
evil which the country has endured for many years...The frrst le.."son which we should learn as
governors and governees is the need for transparency in our acts. Without clear, honest and
accountable conduct on the part of those who govern demonstrated in all the acL" of their lives, it
becomes impossibie to demand that society achieves lhe objectives which permit its development
and progress. Corruption and fraud will not prevail if clear elllical standards exist and if the
community does not forget lllat these st:m(].'1rds should conMrmtly guide their actions."

Bolivian sponsoring organize'ltions inclUlJed the Ministry of Finance and the International Institute
for Integration under the Andres Bello Agreement which provided its auditorium for llle locrJ
sessions.

Notable jounmlists, electoral onicials :U1d private sector leaders such as President of the National
Electoml Court, Huascar Cajfas, f(mner Finance Ministers Juan Cariaga and Ramiru Cabezas and
ComptrolIer General of the Republic, Antonio Sanchez de Lozada, contributed to the confcrence
which was attended by 140 people. In their prcsentations, they pointcd to evils which have
aUacked the country f~)r years and insisted lhat politicians, businesspersons, union leaders, in short,
lhe entire community reject corruption. The panelisL'\ agreed that people who take on public or
privale sector posilions should be accountable for Ult~ir actions and conform to a COlle of Elhics
because the pre.,tige rUid development of the country depcnd upon them.

Colombia

Conclusions and Reco//1mendations:

Corruption we:tkens democracy: "Immorality generales injustice, injustice generates violence and
violence ignores democracy." As a result, the public loses failll in government institutions and in
the country's leaders. This lack of confidence translates into low rates of voter turnout during
elections, a.'\ well as Ule emergence of new and often more violent forms of protest. Immorality
also makes thc stHte less emcient and reduces the effectiveness of its social programs.
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Ethics Groups: Within the legislative, executive ami jutlicial branches of govenunent, cre...te
ethics circles, similar to quality control circles, to stimulate efliciency and encourage strong
morals.

Promotion and Education: Initiate a massive educational campaign to revive ethical and moral
values, including training for instructors on tbis topic.

Protection and Denouncement,,: Set up a means of assuring that the identity of a citizen blowing
lhe whistle on corruption is protected.

Auditing and Control: Public administrators must strengthen control systems evaluated by
external and independent auditors.

SUI/ll/wry ofActivities:

In part because the organizers sponsored a pre-conference forum on February 13, 1992 over 580
people took part in the local Colombian session sponsored by the National Institute of Public
Accoun!...nts. The majority of those participating were public accoun!.mts and lawyers; a small
percentage were from other professions. Presentations were given by the Comptroller General,
Dr. Manuel Francisco Becerra, the Attorney General, Dr. Carlos Gustavo Arrieta. Dr. Jaime Arias,
Vice-President of the House of Representatives and Jorge Jim~nez. President of the National
Institute of Public Accountants. During RESPONDACON II, participants responded to an opinion
survey.

Costa Rica

Conclusions and Recommendations:

The principal conclusion of the event, which drew 140 participants, wac; that Costa Ricans from all
walks of life, not only from tbe government, must fight corruption. Positive altitudes and fumla­
mental values promoted by the media, educational institutions, the Church, and professional
~sociations will stop the growth of corruption. All Costa Ricans must join the crusade against
corruption begun in 19R7 by the National Commission for the Restoration of Moral, Civic and
Ethical Values.

The Commission seeks to develop a critical conscience among citizens reganJing the present crisis
of values and a positive altitude towards generating desirable solutions; to rescue and strengthen
the most genuine values upon which the nation is ba"ed; to promote personal attitudes which result
in the acquisition and cnrichment of vallics; and to strcnglhen the comprchensive formation of the
citizen through emphasis upon the family and both formal and informal education. It has gathered
leaders from professional and civic organizations, the government and the labor force to work
towanl these end-;.
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The risk to tlemocmcy posed by the proliferation of corruption should be the principal concern of
both those who govem and those governed. because when many persons begin to accept as normal
those acts and conduct which are contrary to law and morality, when they aftinn that they act that
way because everybody else does, amI when only a few stand up against degrading and corrupt
activities. we must accept the fact that corruption is penetrating the conscience of many that social
hannony and peace are seriously threatened.

Participants concluded that only when the citizens fully understand the imponance of their actions
and the responsibilities which they a'\sume in connection with those actions, will it be possible to
impede the growtil of corruption and promote social hannony.

SUIIU1Ulry ofActivities:

Sponsored by tile National Commission tor the Restoration of Values, the local session of
RESPONDACON II in Costa Rica inclmJetl speeches from pUblic account.1nts, private sector
representatives. govemment ministries and the press on their response to corruption. Speakers
included the President of the Supreme Court, the President of the National Electoral Commission,
the head of tlIe Justice Department, the Vice-President of the Legislature, and the Comptroller
General. On the second day, a round table discussion wa'\ held on "State Powers in the Face of
Corruption: Obstades and Limit.1tions... The entire conference was transmitted live over
Channel 13.

Ecuador

Conclusions and Recollullendations:

The problems of fraud and corruption can destroy the moral, ethical, institutional, legal and
economic fibers of any society reganlless of its economic and political system. These problems
involve public and private sectors and often international interests as well.

The leaders of the state who orient ami make decisions for the common good should act in a
transparent environment which permits the punishment of those who act dishonestly and the
recognition of those ·.vho act honestly.

A non-governmental (NGO) should be created which can promote a change of social m~ntalily,
recognize moral and ethical values through massive public relations campaigns, anti channel
report,; of bribes and other violations to the proper authorities.

SUl1U1UIIY ofActivities:

234 people representing 43 public anti private institutions participated in the conference's local
afternoon sessions and discussed four principal themes of domestic interest: dishonesty and
money laundering; ethics in public service; intem~': controls on fraud and corruption; anti the
administration ofjustice.
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The Presidem of the Association of Economists of Quito, Jos~ Gordillo, sp()ke about "Dishonesty
and Laundering Sucres." He inveighed against bribery in public service contracts and talked about
ways in which money is launderetllocally and abroad.

Dr. Vicente Alvarado, Pichincha College of Professional Administrators, spoke on
"Administrative Deontology (the study of moral obligations) and a Public Service Cotlc of Ethics."
He recognized that it is difficult to find a workable fonnula to ensure efficiency and morality in
public administration. Coining the expression, "the genealogy of public vices", he emphasized
that fraud is the result of a series of decisions and attitudes learned from early childhood that act
against the social good.

Dr. Carlos Delgado, President, National Federation of Accountants of Ecuador, presented a paper
on "Internal Controls and the Problem of Fraud and Corruption." He proposed a nwnber of topics
for further study: developing professional ethics based on honesty, integrity @ld morality;
administrative corruption, its c.1uses and ils methods; and economic crimes including fraud,
malfeasance, and misconduct. He s!ressedthe important role of the accounting profession and
discussed instruments for establishing good internal controls.

Finally, the President of the Quito Bar Association, Dr. Rodrigo Bucheli, spoke on
"Administration of Justice in Ecuador", emphasizing that judicial corruption not only results from
weak ethical conceptions but from other social factors which affect the judicial process:
institutionalized violence within the penal system and economic dcc.'1Y. The outdated judicial
system impedes tbe effective processing of criminals. TIle roots of this crisis are found in the
system's lack of independence, political influence-buying and the lack of a nonnative framework
that effectively regulates the administration ofjustice.

Guatemala

Conclusions and Recommentlll1;ons:

It is important to share the ideas and enthusiasm generated dming the conference and involve
universities, ministries and other relevant institutions.

TIle Comptroller General's Office and the Banking Superintendency are key organizations which
practically constitute a "fourth power" of government if given sufficient independence and led by
qualified professionals such as Certitied Public Accountants of recognized integrity proposed by
the appropriate professional groups as qualitied.

Professional organizations should continue the campaign to develop issues and serve as a forum
for discussing these types of prohlems.

Summary ofActivities:

The local session was sponsored hy the Guatemalan Institute of Public Accountants and AUditors.
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Approximately 100 people watched the satellite program and listened to presentations by local
officials. On February 27. AciscIo Valladares, the Solicitor General of the Nation and head of the
Attorney General's Omce, discussed the role of that institution in fighting fraud am) corruption.
On February 28. governmental, private am] professional organizatior,;.~ participated in a panel
discussion.

Honduras

Conclusions and Recommendations:

Fraud and corruption are social vices which currenUy threaten the institutional life of many nations
of the world, especially affecting the existence of democratic systems of government. Corruption
frequently results in dicl'llllfship and dictatorship invariably gives birth to corruption in a vicious
circle which causes governmental instability and citizens to lose faith in political, ethical and civic
values.

The abandonment of strictlegaI compliance by those who govern am] who are governed promotes
dishonest activities. distons and corrupts the country's judicial system and attacks the foundation
upon which ethical standards arc based. resulting in anarchy.

The way members ofcongress are elected in mooy countries destroys authentic popular
represent.'ltion and makes it possible for parliaments to represent minority sectors and bus~ness

interests instead 0 those of the nation. Political party contributions should be controlled and
limited because they often result in dishonest "compensation" given by the government to
interested groups while the congress loses the necessary force and moral authority it needs to
safeguard the interests of the state.

Only a truly independent and honest judiciary can dissuade the corrupt from putting their hoods on
public funds. avoid the inl1uence and the use of the law for speculative personal ends.

The unduly large size of the government is an imporl.'lI1t cause of fraud and corruption as is the
absence of clear laws defining crimes resulting in unjust enrichment. and the excess of
discretionary powers which some public officials possess.

Children must be educated about their responsibilities as moral and ethical citizens by making
courses in morals ami ethics obligatory in primary ood secondary schools.

Structural adjustments and efforts to im..Tease productivity and strengthen commerce and
development ao; weIl ao; Ule use of external ao;sistance and linoocing may"be seriously impeded if
there is no serious effort by governments to combat fraud and corruption. It could be opportune
for international lending institutions and cooperating governments to condition their relations with
developing country governments upon the development of effective programs. legislation and
measures seeking to eradicate the dishonest use of the resources they provide as well as all public
resources.
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Finally, a continuing campaign of conscientization of both the private and public sectors is
necessary incIuiling the broadest degree of citizen participation so that each citizen becomes a
jealous gUaniian of the resources of the state by reporting and providing evidence leading to the
punishment of tbe fraudulent and corrupt. '

Summary ofActivities:

Honduran professional organizations including accountnnts, adminislmtors, economists, engineers
and physicians collaborated to host RESPONDACON II in Tegucigalpa. The President of
Honduras, Rafael Leonardo Calleja..; personally inaugurated the event expressing support for the
organizers and promising to lead tbe comhat against corruption in his country. Over 200 persons
participated in the teleconference and the national forum covered by all the communications media
and broadcast live in full to the nation over two radio stations.

Twelve local panelists discussed mechanisms for fighting corruption in Honduras with a well­
known journalist serving as moderator. Invited participants included representatives of political
parties, labor organizations, the private sector, professional associations. universities and oUlers
representing all segments of society.

Jamaica

Conclusions and Recommendations:

There is a correlation between excessive bureaucracy and governmental fraud: "Every point at
which an approval ha... to be given, a pennit or license granted, certification issued, or a decision
made from which a benefit or advantage c.m be gained, lurks a potential source of fraud and
corruption." To combat such fraud, Jamaicans should trim away unnecessary bureaucracy and
create transparency in government operalions. In addition, the awarding of conlmcts, granting of
pennits, divesunent of public a.~sets and other fonns ofgovernment dispensation should be
conducted openly to reduce the opportunity for abuse.

Ethical andmoral stamL1fds bave broken down in Jamaica and urgently need to be revived. In
school and at home, young children should be sensitized about the importance of honesty and
integrity at the workplace and in public life. We need to re-introduce "Civics" into the basic
school curriculum and est'-lblish a well-defined Code of EUJics for public officials; reduce UJe rolls
of public workers and improve UJeir skills; and encourage the public to vigilantly report offenses
to appropriate officials.

In the public service, UJe person making a decision is not necessarily accountable for it.
Consequently, systems of accountability must be supported by adequate and effective sanctions
against non-compliance and corruption. "A major reason why corrupt practices have become
institutionalized in many areas of governmental activity is the unlikelihood of detection, the
improbability ofapprehension and the leniency of the punishment."
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Jamaicans recommend the following aclions: the establishment of an Integrity Conunission which
receives mId exmnines annual stalutorj declarations made bj parliamenlarians on their income,
assets and liabilities; the appoinunent ofa Contractor General to scrutinize anti assess the teons
and conditions for the awrud of government contracts; and the creation of a Revenue Protection
Division respom:ible for surveilling customs amI airports and enforcing lariff collections on goods
coming into or leaving the country.

SUIIUlUIry ofActivities:

The Institute of Chartered Accountants of the Caribbean sponsored tile event in Jamaica in which
59 people participatetl. Speakers includetl ilie Hon. K.D. Knight, the Minister ofJustice and
National Security, mld Bruce Golding, a Member of Parliament anti lID opposition spokesman on
the linance committee. In addition, six members of the Finmlce Ministry, the constabulary and the
private sector contributed to panel discussions during the two days.

Conference organizers presented a questionnaire to 32 parlicipanl'i who responded that ilie event
was a timely mlll unique experience, mld that it provided a wealth of inlemational and local
infonnation on tile problems of fraud and corruption in government. They also conunented that
the private sector has its share of problems mId contributes to the perpetuation of corruption.

Nicaragua

Conclusions ilnd Recollll/lendlltions:

TIle high levels of corruption in past Nicaraguml governments have not permilled agriculture and
industry to develop rapitlly. Poverty, unemployment and a lack of social progrruns for ilie poor
have resulted.

Despotic ant.l auilioritarian governments striped away freedom, est.'lblished censorship and created
fear among the population, increasing corruption. After Olt: 1989 elections, the so called "pinata
phenomenon" occurrell. Officials from the losing party announccll new laws mld Ilccrees enabling
them to t.'lke possession of all kinds of public properties before leaving office.

Fighting corruption at all levels of government means lighting for the development of Nicaragua's
newbonJ democracy.

Laws and dec...rees exist in Nicaragua to fight public corruption. The political will does not.

The Comptroller General's Office has been unable to clean up public administratioll due 10 a lack
of independence and a short.'lge of human and material resources required to carry out the task.
Nicaraguan governments and political parties make political alliance-o; which serve their personal
interests and strengthen Oleic power.
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The private :>ector al:>o practices corruption. for exrunplc, bribing public ofJicials to speet! up
paperwork.

Corruption is universal, existing ami spreading allover the world. via international drug­
trafficking. for instance.

The public is apathetic in the light against corruption: it believes that the government must solve
tbe problem through its judicial and criminal systems. .

It is both in the national interest ami a civic obligation I1mt every citizen participate in the light
against private sector and govenunental corruption.

An educational campaign must be carried out to make the public aware of its role in lighting
corruption.

The public and private sectors must join fllrces tll fight corruption. The private sector must not
encourage it.

An Inter-American Commission must be formed fllr a transnational. coordinated effort to fight
corruption.

Other recommendations include a call for !11U1sparency in privatized slate enterprises. an increa'loo
rule for Christi:Ul churches and other religious organizations, and a more active role flU the media.

SUlnllUlry ofACli~'i{ies:

Eight presentations on tbe local implications of corruption highlightet! this session which was
sponsored by the College of Public Accountants of Nicaragua. The session included speeches on
tbe legal framework for stopping corruption ~U1d the role of professional organizations ruulthe
media in fighting fraud.

Paraguay

Conclusions ami Recol/ullencla{;ons:

The participants generated a large number (If ide-'\.'\ regarding corruption including the following:

To promote ethics and honesty runong their constituents;

To strengthen ethics and morals in the educationall>ystem at the university, high seholll mill
elementary levels;
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To enact laws establishing punislunents for those found guilty of defrauding the government.

SIll/unary ofActivities:

Organized by the 8d1001 of Business Administration (EDAN), the conference drew 240
participants from the Senate, the Congress, various ministries, local accounting and legal
associations and many other institutions. The panelists on the first and second day includetl,
among others, tbe Comptroller General, the Presitlent of the House of Representatives and the
Director of Djarjo Hoy.

The conference receivetl much publicity. Channel 4 and two local radio stations provitletllive
coverage for both days of the event, and Channel 9 taped the sessions and produced a 1 hour
program for later transmission.

Participants from the public sector described their efforts to modernize and make public
administration more efficient and account..lble.

Peru

Conclusions and Recollunendations:

The principle conclusion of the conference was that the roots of fraud and corruption in the
country are very deep, existing as much in people's minds as in various sectors of society. The
following ideas emergetl from the discussions:

The public is indifferent about analyzing, studying and adopting measures to fight corruption.

Fraud and corruption in:libit the country's economic, ethical ,md social d~vel()pmenl.

Citizens no longer believe in the current system because of the increase in fraud and corruption
within the government.

Public resources are not well-managed.

Authorities do not catch "big fish" nor "liule fish."

The press rarely covers cases of fraud and corruption.

An inoperable, deficient ai.d slow judicial system exacerbates the pervasiveness of fraud and
corruption.

How should Peruvians respond to this disturbing reality?
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Mobilize all segments of society: professional labor ami university associations, the media and tile
public in general.

Create incentives 11)r and prolcctthose wishing to blow Ibe whistle on corruption.

Implement more efficient and stricter rules within the criminal system.

Ensure effective coordination between all governmental b<xiies.

Raise the public's consciousness about the problem by provhJing education on moral and ethical
values.

Encourage international organizmions to study the possibility of developing multi-lateral
agreemenls and laws making it ell~ier to imlict t:riminals who nee al.TOSS borders.

Help professional organizations coordinate their efforts to ensure I1mt public officials respect Ibeir
institutions' Code of Ethics and public morality.

Warn Ibe public about crimes public officials could potentially commit and alert rhem to the
punishment".

SU1Ii11Ulry ofActivities:

The Institute of Public Accountanls of Lima organized and sponsored an extensive local program.
More Iban 300 people participated in Lima and 150 participants gathered in the Amazonian city of
Iquitos. The local conference has as its objective the task of informing the public about the
import.'mce of honesty and illlegrity in a democratic system. The Institute named a 14-member
organizing commillee presided over by a director and a manager, ami set up sub-commillees to
carry out promotion and publicity effortc;, interact wilb the press, control budget and financing for
the conference, establish protocols, and liaise with other institutions.

Through their efforts, the Committee enlisted the support of President Alberto Fujimori Fujimori,
other professional organizations in tlle country, high level officials from all three branches of
government, universities and the press. The local television station transmitted the event live
!hroughout the country. The organi.:ers publiNhed a book for Ule participanll; rhat included 16 anti­
corruption articles.

Dr. Felipe Osterling ParOlI. President of the Senate, Ule Congres~ and tlle Permanent Commission
ofCongress, spoke on the "Fiscal Control Function of Congress." Dr. Luz Aurea Saenz Arana,
Comptroller General, discussed "The Role of the Comptroller General of the RepUblic." Eight
parliament members acted as panelists. Dr. Luis Portugal Rond6n, President of the Supreme
Court. spoke on "Administering Justice in the Face of Fraud and Corruption". and Attorney
General Dr. Pedro Mendez discussed the "Role of the Attorney General's Office."
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Uruguay

Conc:1usions and Recommerulations:

The problem of conuption is essentially an ethical and cultural one. The educational system has
failed by not teaching basic values of responsibility and respect for Ule law.

Legal nonns must strictly regulate the activities of public officials. Society must be indignant
about criminal acts and not tolerate them or view tllem witll indifference. Cel1ain and concrete
punishment must ensue.

A democratic system should function transparently: all tlle branches of government must be
separate, each with its distinct powers, so that tlle legislature amI its various oversight agencies are
suppOl1ed by judicial instruments.

An independent press must exist, constraine IJ only by it" responsibility to not make
unsubst.'lntiated accusations.

Legal and accounting efforts must be coon.1inated with tlle judicial system in order to punish those
found guilly of perpetrating crimes against the state.

SUIIlIIUUY ofActivities:

Over 240 people participated in tlle local session coordinated by tlle Uruguayan College of
Doctors in Accounting and Economics and the Uruguayan ACCo~ll~iingand Public Budgeting
Association.
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