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Executive Summary
Purpose, scope and structure

This information note was commissioned in 2019 by the International Development Committee (IDC) to
support their inquiry into UK efforts to support Sustainable Development Goal 16. It reviews corruption as a
development challenge and does not consider fraud within the UK aid programme, which is a separate issue
that ICAI will review in another study.

The note focuses on the period since the 2016 Anti-Corruption Summit hosted by the then prime minister,
David Cameron, and maps the UK’s bilateral, international and domestic efforts to tackle corruption and illicit
financial flows for the benefit of developing countries. It does not reach evaluative judgments on any specific
aid programmes, nor does it seek to conclude if particular interventions are relevant or effective. It does not
score the work of the government or provide policy recommendations.

It describes how corruption poses a serious hindrance to development and maps the UK government’s
strategies and activities aimed at tackling corruption and illicit financial flows, including a short case study of
UK bilateral work in Ghana. Instead of recommendations, the note summarises future lines of enquiry that
warrant further consideration.

The international development context

Corruption and illicit financial flows are globally pervasive problems that require sustained and coordinated
international action to address them. Corruption refers to the misuse of resources or entrusted power for
private gain.' It incorporates several related issues including bribery, embezzlement, fraud, collusion, money
laundering, extortion and patronage/clientelism. Grand corruption involves top-level officials and business
people where the corrupt acts have greater consequences.? lllicit financial flows describes money that is
illegally earned, transferred or utilised. While illicit financial flows can originate from a range of sources,

this information note is principally concerned with flows derived from the proceeds of bribery and theft by
corrupt government officials.

The scale of this problem should not be underestimated. Corruption is developmentally damaging to the
fabric of society domestically, whether limiting economic growth or access to basic services.?* We also know
corruption and illicit financial flows damage efforts to tackle huge global issues — both developmental
objectives such as poverty reduction and the fight against climate change,” to global scandals in sports.” The
impact can be even more nefarious — dictators, arms smugglers and warlords rely on corruption to maintain
power and fund violence.®

Despite corruption and illicit financial flows being so closely linked, the two challenges were until recently
to a large extent addressed separately by international actors. To provide context, in this note we present
five broad areas of interventions currently being pursued to tackle corruption and illicit financial flows
directly. (1) Prevention and deterrence by strengthening governance and rules, including support to
government institutions, and local and global accountability mechanisms. (2) Identification, tracing and
asset recovery, including anti-money laundering, financial investigation, social accountability and asset
recovery. The process to recover illegally obtained finances is normally a complex, multi-government
process. (3) Fostering an enabling environment and normative change, including fostering a rules-based
enabling environment for the private sector, tackling bribery, fraud and collusion, and supporting global
norms on transparency, openness and accountability. (4) Sanctioning, including penalties for corrupt and

Anti-corruption helpdesk, Transparency International, 2019, link.

Why corruption matters: understanding causes, effects and how to address them. Evidence paper on corruption, Rocha Menocal et al., DFID, January 20715, link.
Section 14. Angel Gurria: How to battle 21st-century corruption, HM Government, May 2016, link.

Section 14. Angel Gurria: How to battle 21st-century corruption, HM Government, May 2016, link.

‘Fifa: a timeline of corruption — in 90 seconds’, The Telegraph, Leon Siciliano and Sophie Jamieson, September 2015, link. .
Section 15. Mart Laar: The cancer of the modern world — a European perspective, HM Government, May 2016, link. 1
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illicit financial practices. (5) Evidence generation, which is a necessary component for all of these areas
of intervention in order to understand what works to tackle corruption and the underlying drivers of
corruption.

UK government efforts

UK aid, through the Department for International Development (DFID), has a long history of working with
developing countries to improve their anti-corruption laws and institutions, strengthen public financial
management and empower civil society and local communities to hold government representatives to
account. The UK also has an important role to play in supporting international initiatives and building global
norms, especially given London’s position as one of the world’s leading financial centres and a major provider
of corporate services.

In May 2016 the then prime minister, David Cameron, hosted a landmark international anti-corruption
summit in London, intending to galvanise a global response to corruption. On the back of this summit, the
UK launched its Anti-Corruption Strategy 2017-2022, which describes corruption as a threat to security and
prosperity both for the UK and for developing countries. The strategy recognises (i) that politically informed
approaches to anti-corruption are needed to tackle underlying incentives, and (ii) that corruption in
developing countries is enabled by weaknesses in the global financial system.

To achieve its objectives for the benefit of developing countries, the UK government works at three levels.
Domestically — within the UK — the aim is to ensure that the UK is not a safe haven for money stolen from
developing countries. This work is largely funded by non-official development assistance (non-ODA), with
some exceptions. At the international and transnational level, the UK coordinates its anti-corruption efforts
with international bodies, and works to strengthen and change international norms, rules and institutions.
This is funded through a blend of ODA and non-ODA. Finally, the UK government works at the bilateral level to
tackle corruption in individual developing countries, working with the local host government, civil society and
the private sector. This is primarily ODA-funded.

Our summary lines of enquiry

Tackling corruption and illicit financial flows is a complex and difficult endeavour. Our research for this

note opened up further lines of enquiry that the IDC, ICAI or other interested parties may want to pursue.

We grouped these under six themes: (i) how to delineate the scope of anti-corruption work and make
prioritisations, (i) how the complex sphere of UK anti-corruption strategies and activities fit together and are
governed, (iii) what level of resources are required to effectively tackle corruption and illicit financial flows, (iv)
how the UK can maximise its approach to influencing and leveraging global partners, (v) how the UK is using
and building evidence for this field of work, and (vi) how the UK can best act as a good global citizen and a
global partner of choice.




Table 1: Recommended lines of enquiry

Does the government’s strategy give sufficient emphasis to reducing corruption
in developing countries?

Scope and
prioritisation of
anti-corruption work Are the indicators for success domestically, for national-level bilateral
development, and internationally for the benefit of developing countries and for
global good, clear and disaggregated?

Is the government doing enough to identify future threats and how to counter them?

Would the strategy be more strongly led, and more accountable to Parliament,
if the Anti-Corruption Champion was a minister?

Has Joint Anti-Corruption Unit’s move to the Home Office from the Cabinet
Office made the strategy’s support by officials too focused on the priorities of one

Governance government department, to the detriment of development priorities?

Who is championing the developing country interest in this architecture?
Should DFID attend all meetings of the Economic Crime Strategy Board?

Does the government require a multi-departmental ODA strategy for tackling
anti-corruption and illicit financial flows?

Is there a clear, joined-up UK influencing approach that makes full use of all our
various international memberships and partnerships?

Global norms
and international
influence

How should we work with international partnerships, organisations and groups
to make the global sum greater than the parts?

Are we demonstrating sufficient global thought leadership as distinct from
leadership by example?

What is the strategy to mobilise and retain the human resources required to
implement the government’s strategy at home and abroad?

Are there sufficient resourcing partnerships with other donors and international
organisations?

The Economic Crime Plan notes that law enforcement efforts are inadequate
— civil society agrees. How much more money is needed, and what proportion
might reasonably come from ODA?

Is the support being provided to partner countries sufficiently tailored to their
stage of political and institutional development?

What international efforts are being undertaken to encourage other countries,
and institutions, to share their learning?

The evidence gap Is the UK clear where it is experimenting? How will the impact of
these experimental programmes be measured? How are priorities and
non-priorities identified?

Does the government need a more explicit approach and accompanying guidance
to support in-country anti-corruption strategies and interventions?

Is the UK acting as a good global citizen and thus affirming its role as a good
trading partner?

How will the government ensure that the pressures to forge new trading ties
remain consistent with an agenda of domestic and international transparency?

To what extent does being a good global citizen promote trade? What is
the evidence?




1. Introduction

1.1 Corruption and illicit financial flows are globally pervasive problems that are frequently transnational
in nature and require sustained and coordinated international action to address them. Corruption is
defined as the abuse of entrusted power for private gain, while illicit financial flows relate to money
that is illegally earned, transferred or utilised. While illicit financial flows can originate from a range of
sources, this information note is principally concerned with flows derived from the proceeds of bribery
and theft by corrupt government officials.

1.2 Corruption and illicit financial flows are major obstacles to tackling national and international
development challenges, whether the fight against climate change or the pursuit of sustainable
peace and security — as dictators, arms smugglers and warlords rely on corruption to fund violence.’
Corruption inhibits inclusive growth and jobs and damages the fabric of society by reducing trust and
denying citizens’ access to essential services — whether inflating the price of pharmaceuticals beyond
the reach of new mothers and infants or reducing crop prices for independent farmers.®

1.3 Sustainable Development Goal (SDG) 16 has among its targets to reduce illicit financial flows, bribery
and corruption and develop accountable and transparent institutions. Tackling corruption and illicit
financial flows is also key to achieving other SDG 16 targets, such as promoting the rule of law and
justice for all, strengthening the inclusion and effectiveness of institutions, and ensuring public
access to information. With its ambition to “promote peaceful and inclusive societies for sustainable
development”, the targets of SDG 16 are central to the achievement of other SDGs.

Figure 1: SDG 16 and the targets most directly related to corruption and illicit financial flows

16 PEACE, JUSTICE
AND STRONG

SDG 16: Promote peaceful and inclusive

INSTITUTIONS societies for sustainable development,

provide access to justice for all and build
effective, accountable and inclusive
institutions at all levels.

| TARGET 16-4| TARGET 16-5 | TARGET 16-6
P 5
COMBAT ORGANIZED DEVELOP EFFECTIVE,
CRIME AND ILLICIT SUBSTANTIALLY ACCOUNTABLE AND
FINANCIAL AND ARMS REDUCE CORRUPTION TRANSPARENT
FLOWS AND BRIBERY INSTITUTIONS
14 Measuring the extent of corruption and illicit financial flows is complicated due to the illicit nature

of activities, the speed and technological sophistication of the displacement of funds, and the often
significant resources of perpetrators.

7. Section 15. Mart Laar: The cancer of the modern world — a European perspective, HM Government, May 2016, link.
Section 12. Jim Yong Kim: How to tackle corruption to create a more just and prosperous world, HM Government, May 2016, link. 1
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Globalisation has both intensified the problem of illicit financial flows and created greater opportunities
to counter misconduct. Global governance mechanisms including the United Nations Convention
against Corruption and the Financial Action Task Force oblige signatories of developed and developing
countries to abide by globally established norms and work with one another to prosecute misconduct
and assist with the return of stolen assets.

UK aid, through the Department for International Development (DFID), has a long history of working
with developing countries to improve their anti-corruption laws and institutions, strengthen public
financial management and empower civil society and local communities to hold government
representatives to account. In recent years, there has been a growing recognition that such efforts
need to be supported by international and UK-facing interventions. In May 2016 the then prime
minister, David Cameron, hosted a landmark international anti-corruption summit in London,’
intending to galvanise a global response to corruption.

Following the summit, the UK launched its Anti-Corruption Strategy 2017-2022,"° which describes
corruption as a threat to security and prosperity both for the UK and for developing countries. The
strategy commits to joined-up work across the government and in close collaboration with UK and
overseas civil society, the private sector, law enforcement and other partners. The UK and other
developed countries are increasingly being called upon to take action at domestic and international
levels on money laundering, corporate and individual tax evasion and other illicit financial flows."

This is in recognition of (i) the need for politically informed approaches to anti-corruption that tackle
underlying incentives and (ii) the fact that corruption in developing countries is enabled by weaknesses
in the global financial system.”

Purpose and scope of this information note

1.8
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1.10

This information note was commissioned in 2019 by the International Development Committee to
support their inquiry into UK efforts to support SDG16, and is correct as of October 2019. It reviews
corruption as a topic and does not consider fraud within the UK aid programme. The latter is a separate
issue which ICAI has reviewed as part of its fiduciary risk review"” and will cover in its upcoming review
on protecting UK development aid from fraud." The note focuses on the period since the 2016 summit
and will:

«  Map UK bilateral, international and domestic efforts to tackle corruption and illicit financial flows
for the benefit of developing countries.

« Usethe UK’s portfolio of bilateral anti-corruption activity in Ghana as a case study to give an
example of UK government work at country level.

«  Provide factual information on key trends, opportunities and risks.

«  Provide recommended lines of enquiry for the IDC, ICAl or other interested parties on issues
that warrant future consideration.

As highlighted throughout the note, the question of which programming and expenditure contributes
to the objective of tackling corruption and illicit financial flows for the benefit of developing countries
is a matter of significant debate. The government’s work in this area is not delineated along ODA/non-
ODA lines. Departments other than DFID are also increasingly engaging on this agenda. As part of the
current spending review, the National Crime Agency and the Department for International Trade (DIT)
are seeking to increase the ODA part of their budgets to tackle corruption and/or illicit financial flows.

In mapping UK government efforts to tackle corruption and illicit financial flows for the benefit of
developing countries, we have applied the following criteria:

Anti-Corruption Summit, HM Government, May 2016, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

DFID’s approach to managing fiduciary risk in conflict-affected environments: a performance review, ICAI, August 2016, link.

See a list of ICAI's upcoming reviews here, link.



https://www.gov.uk/government/topical-events/anti-corruption-summit-london-2016
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf
https://icai.independent.gov.uk/wp-content/uploads/ICAI-Performance-Review-DFIDs-approach-to-managing-fiduciary-risk-in-conflict-affected-environments.pdf
https://icai.independent.gov.uk/latest-icai-reviews-announced/

« The activities or interventions are being undertaken with ODA.
«  The activities or interventions fall under the Anti-Corruption Strategy.

«  The activities or interventions which do not fulfil the above two criteria are believed by
government representatives to be undertaken for the direct benefit of developing countries or
the global public good.

1M In addition to the 2017-2022 Anti-Corruption Strategy, the UK has produced three relevant cross-
government documents: the International Illicit Finance Strategy,” the Serious and Organised Crime
Strategy, and the Economic Crime Plan.” We have largely not focused on the activities falling under
these three documents (except where the criteria in the previous paragraph apply), although we have
considered how these new strategies link into the governance structures for the government’s Anti-
Corruption Strategy.

102 This note does not reach evaluative judgments on specific aid programmes, nor does it seek to
conclude if particular interventions are relevant or effective. It does not score the work of the
government or provide recommendations. Instead it highlights recommended lines of enquiry that
merit further exploration. These lines of enquiry are drawn from the risks and opportunities identified
in the review.

Box 1: Methodology
This information note is based on the following methodology:

1. Areview of UK government policy documents and guidance, expert literature, and previous ICAl
reviews.

2. Areview of a sample of notable and priority programmes, selected based on evidence provided by
UK government representatives.

3. Interviews with 29 staff including from DFID, DIT, the Foreign Office, the Home Office, the Joint
Anti-Corruption Unit, HM Treasury and the Joint Funds Unit.

4. Adescriptive mapping of current UK government efforts to tackle corruption and illicit financial
flows for the benefit of developing countries and a focused case study mapping of an in-country
portfolio.

5. Three focus group discussions with a total of 16 participants: two focus group discussions with
government staff (eight participants), and one with civil society, the private sector and academia
(eight participants).

6. An annotated bibliography of literature on tackling corruption and illicit financial flows for the
benefit of developing countries.

The note was independently peer-reviewed by a UK academic expert.
Research challenges:

«  Data for this note was collected during the 2019 Spending Round and in a period of considerable
uncertainty in the UK political context in the lead-up to the planned departure from the European
Union, so may date quickly.

« Anti-corruption and international financial flows is not currently a defined portfolio of work under
the UK aid programme (at the time of writing).

«  There is significant debate around the boundaries of what work being undertaken in these areas is
for the direct benefit of developing countries, the mutual benefit of developing countries and the
UK, or for global good.

15. International Illicit Finance Strategy, HM Government, not published.
16. Serious and Organised Crime Strategy, HM Government, November 2018, link.
17. Economic Crime Plan 2019-2022, HM Government, July 2019, link.
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2.

Anti-corruption and illicit financial flows:
The international development context

Defining corruption and illicit financial flows and why they matter to development

21

The term ‘corruption’ refers to the misuse of resources or entrusted power for private gain.”
Corruption is linked to many forms of malfeasance, including bribery, embezzlement, fraud, collusion,
money laundering, extortion, patronage/clientelism and/or nepotism.

Corruption can take place at different levels:

«  Petty (or administrative) corruption refers to everyday transactions at the bottom of the chain,
where the civil servant interacts with the citizen.” It often involves smaller sums of money but

can have significant impact on citizens” access to basic services such as health, education, jobs
or housing.?

«  Grand corruption involves top-level officials and business people. Bribes and financial benefits
are bigger and spoils from the corrupt act have greater consequences.? It may include tailoring
laws and regulations to the advantage of public corporations, other states or companies, or
granting large public contracts to specific firms in return for bribes and kick-backs.

«  Systemic corruption is when petty and grand corruption is pervasive and entrenched across the
political, social and economic system and routinely affects citizens’ lives.

‘ ‘ There is a reciprocal causality between illicit financial flows and corruption. Corruption is a

source of illicit flows and an enabler of money laundering, and money laundering allows for
the proceeds of corruption to be hidden away and used. The possibility of moving capital
illicitly makes corruption easier to engage in , ,22

lllicit financial flows are when money or capital is illegally earned, utilised, or transferred between
countries.” Like corruption, illicit financial flows can involve an array of actors at different levels —
across both developing and wealthier countries.?* Developing countries rich in natural resources,

as well as those with high volumes of trade with advanced economies, show particularly high levels

of illicit outflows. Financial flows are considered illicit if they originate from legal activities but are
transferred illegally, as in the case of tax evasion. Another example is that of proceeds illegally obtained,
such as through corruption or organised crime, and transferred into foreign banks, legitimate
businesses or high-value assets such as London property. This process is commonly referred to as
money laundering.

Identifying illicit financial flows is difficult because they depend on secrecy in the jurisdictions that hide
the funds from authorities. A separate, secondary issue is the definitional challenge of determining
whether or not an international transfer is ‘illicit’, for example transfer pricing and some more
aggressive forms of tax avoidance.” In many developing countries, legislation may not be in place or
enforced and authorities may have limited capacity to investigate. Furthermore, the relationship

Anti-corruption helpdesk, Transparency International, 2019, link.

On the comparative study on corruption, Franklin Zimring and David Johnson, International handbook of white-collar crime and corporate crime, pp. 456
473, link.

Why corruption matters: understanding causes, effects and how to address them. Evidence paper on corruption, Taxell N, Rocha Menocal et al., DFID,
January 2015, link.

Why corruption matters: understanding causes, effects and how to address them. Evidence paper on corruption, Taxell N, Rocha Menocal et al., DFID,
January 2015, link.

Addressing illicit financial flows for anti-corruption at country level, Maria Helena Meyer Dolve and Saul Mullard, U4 Anti-Corruption Resource Centre,
2019, link.

Illicit financial flows and measures to counter them: An introduction, Alessandra Fontana and Martin Hearson, U4 Anti-Corruption Resource Centre, 2012,
link.

Corruption and illicit inancial flows: The limits and possibilities of current approaches, Quentin Reed and Alessandra Fontana, U4 Anti-Corruption
Resource Centre, 2011, link.

While HM Treasury does not regard tax avoidance, as opposed to tax evasion, as illicit, tax avoidance may nevertheless result in loss of tax revenues by
developing countries and thus has relevance to our understanding of work to tackle illicit financial flows for the benefit of developing countries.
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https://www.u4.no/publications/illicit-financial-flows-and-measures-to-counter-them-an-introduction.pdf
https://www.u4.no/publications/corruption-and-illicit-financial-flows-the-limits-and-possibilities-of-current-approaches-2.pdf
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between corruption and illicit flows is symbiotic and mutually reinforcing.? Corruption causes illicit
flows and enables money laundering, which can further drive corruption. Given their scale, a large
proportion of illicit financial flows, in particular from developing countries, are derived from grand
corruption.”

Corruption is widely acknowledged to undermine the development of a country.?® It affects the quality
and provision of public services as individuals illicitly enrich themselves and move proceeds illicitly
abroad. This weakens tax revenues and reduces public spending and domestic investment. According
to Global Financial Integrity, approximately 20% of each dollar that flows illicitly across borders would
otherwise have been paid as import, export or corporate tax revenue to the state.” While these figures
are estimates, they suggest that of the billions of dollars which illicitly leave developing countries each
year, hundreds of millions are lost tax revenues that could have been used to reduce poverty, create,
jobs, address climate change, etc. This has a disproportionate effect on marginalised and vulnerable
groups and fuels inequality.*°

Both corruption and illicit financial flows benefit powerful national and international actors and
interests across different countries and territories in ways that profoundly undermine the quality of
democratic governance and legitimacy and trust in public institutions. The illicit financing of political
leaders, political parties and political systems is a major challenge in many developing countries.

Corruption and, with this, illicit flows are likely to thrive in conditions where accountability and checks
and balances are weak, and the shared expectation is that others will be corrupt (so there is little to be
gained by opting out of such behaviour). It is this systemic form of corruption that is so entrenched
and difficult to address. As the example of the UK and other developed countries suggests, building
and maintaining effective, accountable and resilient institutions has been a long-term process which
has taken decades, and still requires constant renewal and vigilance. It is important to be realistic
about what anti-corruption interventions can achieve in the developing world, especially within short
timeframes.

Tackling corruption and illicit financial flows
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Despite the fact that corruption and illicit financial flows are so closely linked, they have to a large
extent been addressed separately by international actors and in individual countries.® This twin-track
approach has similarly been employed in the developing world, but the outcomes have fallen short
of expectations.* It is increasingly recognised that there is value in employing a joined-up policy
approach at the domestic and international level, involving a multitude of public and private actors
(such as national authorities, business and civil society) in addressing illicit financial flows in order

to curb corruption and boost tax revenues. The UK is well placed to contribute to such an approach
because of its key role in international development and London’s central position in international
finance. The following paragraphs set out five broad areas of intervention currently pursued to tackle
corruption and illicit financial flows directly.

(1) Prevention and deterrence by strengthening governance and rules: This focuses on public
financial management interventions, targeting reform of key government processes, such as
procurement, revenue and customs, as well as e-government development. It also includes standard-
setting exercises both at the national level in developing countries and internationally. Key among
the public financial management interventions are efforts to increase oversight, openness and

Corruption and money laundering: a symbiotic relationship, David Chaikin and Jason C Sharman, 2009, link and Addressing illicit financial flows for anti
corruption at country level, Maria Helena Meyer Dolve and Saul Mullard, U4 Anti-Corruption Resource Centre, 2019, link.

Addressing illicit financial flows for anti-corruption at country level, Maria Helena Meyer Dolve and Saul Mullard, U4 Anti-Corruption Resource Centre,
2019, link.

Corruption and development: A reappraisal, Alina Mungiu-Pippidi and Till Hartmann, Economic Development, Public Economics and Policy, July 2019, link.
Illicit financial flows, Global Financial Integrity, link. The OECD also emphasises that tax evasion is a major source of illicit financial flows.

Open aid, open societies: a vision for a transparent world, DFID, February 2018, link and Why corruption matters: understanding causes, effects and how to
address them. Evidence paper on corruption, Taxell N, Rocha Menocal et al., DFID, January 2015, link.

Addressing illicit financial flows for anti-corruption at country level, Maria Helena Meyer Dolve and Saul Mullard, U4 Anti-Corruption Resource Centre,
2019, link.

Corruption and development: A reappraisal, Alina Mungiu-Pippidi and Till Hartmann, Economic Development, Public Economics and Policy, July 2019, link.
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https://www.u4.no/publications/addressing-illicit-financial-flows-for-anti-corruption-at-country-level.pdf
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accountability. For instance, the Open Government Partnership, a multilateral initiative with DFID as
the largest donor and strong UK support, aims to secure concrete commitments from national and
subnational governments to promote open government, empower citizens and fight corruption.®

Deterring illicit financial flows requires strengthening institutions in developing countries and
overcoming the capacity constraints, particularly within national tax authorities, to identify, investigate,
prosecute and recover assets. A key initiative from civil society supporting capacity development in this
area is the Basel Institute on Governance, which through its International Centre for Asset Recovery
plays a key role in supporting public authorities.**

Supporting oversight authorities, such as audit institutions and anti-corruption agencies, has long been
a conventional in-country intervention. At the international level this is usually focused on standard-
setting rather than institutional support. This can take place, for instance, through developing
Organisation for Economic Co-operation and Development (OECD) guidelines (such as on transfer
pricing® as well as anti-corruption in general*®), or be in the form of more comprehensive peer
pressure enforcement mechanisms, such as the Financial Action Task Force (FATF). This initially focused
on money laundering, and in recent years has further toughened its standards on corruption and tax
fraud, and also extended its coverage to terrorism financing and proliferation financing.”

(2) Identification, tracing and asset recovery: Anti-money laundering and counter-terrorism
financing regimes are effective tools to prevent illicit money from being managed, received and
transferred by major financial institutions. These efforts rely on the international standards and
recommendations of the FATF, but their effectiveness depends on individual countries complying with
FATF requirements such as collecting beneficial ownership information (in other words determining
who enjoys the benefits of ownership even if the title to the property or asset is not in their name).
Financial investigations undertaken by law enforcement agencies (LEAs) is, in some jurisdictions, also
supported by social accountability including national watchdogs and the media.*®

Asset recovery is normally a multi-government process. In support of authorities, powers can be
introduced to recover illegally obtained finances and work within the international system to return
stolen assets. Such interventions have a mixed record. Repatriation of stolen assets, moved abroad
throughillicit financial flows, has proven slow and inefficient, particularly in systems that require
conviction-based forfeiture. Non-conviction-based systems and civil prosecutions show more results.*
The main challenge in asset recovery is linking the asset to criminal conduct, thus allowing for it to be
seized and repatriated.*®

(3) Fostering an enabling environment and normative change: As well as preventing and deterring
corruption, it is important to create an enabling environment for the private sector to operate and
succeed lawfully. Tackling bribery as a source and use for illicit financial flows relies on international
rules set out in the OECD Anti-Bribery Convention. Its strength lies in criminalising bribe payers
outside of developing countries, allowing the prosecution of corruptors regardless of where the bribe
has been paid. There has been an increase in prosecutions of bribe payers and sanctions have been
strengthened, but the level of implementation of the convention differs widely between countries.

A range of activities are taking place to drive normative and behavioural change on anti-bribery. At a
national level, this includes transactional interventions such as improving transparency of ownership
of corporate entities and trusts, and creating a ‘new national identity’. In Rwanda, part of President
Paul Kagame’s anti-corruption policy framed corruption in the bigger picture of how a Rwandan

Open Government Partnership, link.

International Centre for Asset Recovery, Basel Institute on Governance, link.

OECD transfer pricing guidelines for multinational enterprises and tax administrations 2017, OECD, July 2017, link.
Key OECD anti-corruption documents, OECD, link.

Financial Action Task Force, link.

Why corruption matters: understanding causes, effects and how to address them. Evidence paper on corruption, Taxell N, Rocha Menocal et al., DFID,
January 2015, link.

Few and far, the hard facts on stolen asset recovery, Larissa Gray, Kjetil Hansen, Pranvera Recica-Kirkbride and Linnea Mills, Stolen Asset Recovery
Initiative, link.

Addressing illicit financial flows for anti-corruption at country level, Maria Helena Meyer Dolve and Saul Mullard, U4 Anti-Corruption Resource Centre,
2019, link.



https://www.opengovpartnership.org/
https://www.baselgovernance.org/asset-recovery
https://www.oecd-ilibrary.org/taxation/oecd-transfer-pricing-guidelines-for-multinational-enterprises-and-tax-administrations-2017_tpg-2017-en
https://www.oecd.org/corruption/keyoecdanti-corruptiondocuments.htm
https://www.fatf-gafi.org
https://www.gov.uk/dfid-research-outputs/why-corruption-matters-understanding-causes-effects-and-how-to-address-them-evidence-paper-on-corruption
https://www.oecd.org/dac/accountable-effective-institutions/Hard%20Facts%20Stolen%20Asset%20Recovery.pdf
https://www.u4.no/publications/addressing-illicit-financial-flows-for-anti-corruption-at-country-level.pdf
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should be defined, whereby being corrupt is seen as going against that which it is to be a Rwandan.*
Internationally, the aim is to reform international accounting standards and cooperation on tax
matters, as well as reforming offshore financial centres.

(4) Sanctioning: Mainly the use of economic and financial sanctions to disincentivise corrupt and illicit
financial practices, including the involvement of financial investigations, and promotion of the rule of
law targeted at senior business leaders or politicians. These can be employed nationally together with
a target jurisdiction, or internationally by external parties as leverage to influence compliance with
global laws or standards. An example of this at an international level is the United Nations” approach

to conflict resources where global norms have dictated the development of the Kimberly Process
Certification Scheme. This global certification process for rough diamonds has led to the application of
sanctions in several African countries which mine diamonds.*

(5) Evidence generation: All four of the areas of intervention described above rely on strong
mechanisms for evidence generation, given the complexity and rapidly evolving nature of the problem.
Of critical concern is generating a context-specific understanding of the different types of corruption
threats facing a given country. Such analysis would include identifying sector-specific threats, what
works to tackle the underlying drivers of corruption, and what works to close down opportunities for
illicit financial flows and access to safe havens for the gains made through corrupt practices. As the
evidence base develops, there is a need to work out what indicators should be used to understand the
progress being made.

Mapping the UK government’s work

Introduction

31

This section provides a brief history of UK aid spending on anti-corruption activities, followed by a
mapping of the UK’s current cross-government efforts to tackle corruption and illicit financial flows.
It concludes with a case study of Ghana to provide anillustration of the UK’s bilateral work with a
developing country partner.

A short history of tackling corruption and illicit financial flows with UK aid

3.2
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Corruption emerged as a critical issue for aid agencies and non-governmental organisations (NGOs)
in the mid-1990s, with increasing consensus on the damage caused by corruption to developing
countries.® Over the past 20 years, there have been significant changes in the international and
domestic legal and conceptual frameworks to tackle corruption, and corruption has become a
significant focus of overall donor efforts.*

2000-05 saw the negotiation and passing of the United Nations Convention against Corruption
(UNCAC). UNCAC recognised the importance of both preventive and punitive measures and addresses
the cross-border nature of corruption and illicit financial flows.” The UK was one of the first to sign and
ratify UNCAC in 2003.* In addition to promoting international legislation, the UK played a key role in
the creation and management of international bodies such as the International Anti-Counterfeiting
Coalition (IACC),* the Financial Action Task Force (FATF)* and the Extractives Industries Transparency

Behavioural changes against corruption, Nieves ZUfiiga, U4 Anti-Corruption Resource Centre, July 2018, link.

Sanctions, transparency, and accountability: the missing links in natural resource anti-corruption efforts, Christine Anderson, George Town University Law
Centre, 2017, link.

Global Witness and Transparency International were founded in 1993. Transparency International United Kingdom was founded in 1994. See The legitimacy
of transnational NGOs: lessons from the experience of Transparency International in Germany and France, Ellen Gutterman, York University, June 2012,
link.

Why corruption matters: understanding causes, effects and how to address them. Evidence paper on corruption, Taxell N, Rocha Menocal et al., DFID,
January 2015, link.

It should be noted that UNCAC is unable to enforce punitive measures. See UNCAC in a nutshell 2019. A quick guide to the United Nations Convention
against Corruption for donor agency and embassy staff, Hannes Hechler, Mathias Huter and Ruggero Scaturro, U4 Anti-Corruption Resource Centre, 2019,
link.

As of 2018, there were 186 signatories. See Signature and ratification status, United Nations Office on Drugs and Crime (UNODC), 2018, link.

History and mission, IACC, link.

History of the FATF, FATF, link.



https://www.u4.no/publications/behavioural-changes-against-corruption.pdf
https://www.law.georgetown.edu/international-law-journal/wp-content/uploads/sites/21/2018/05/48-3-Sanctions-Transparency-and-Accountability.pdf
https://www.cpsa-acsp.ca/papers-2012/Gutterman2.pdf
https://www.gov.uk/dfid-research-outputs/why-corruption-matters-understanding-causes-effects-and-how-to-address-them-evidence-paper-on-corruption
https://www.u4.no/publications/uncac-in-a-nutshell-2019.pdf
https://www.unodc.org/unodc/en/corruption/ratification-status.html
https://www.iacc.org/about/history-mission
http://www.fatf-gafi.org/about/historyofthefatf/
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Initiative (EITI).* These agencies improve international coordination and cooperation to promote anti-
corruption global norms and reduce opportunities for corruption and illicit financial flows.

2005-2012 was a period of building on this foundation. In 2006, Hilary Benn was appointed as the first
government anti-corruption champion. The Bribery Act was passed in 2010. It was a key breakthrough,
setting out that transnational bribery is illegal, in terms which are compliant with the OECD and UNCAC
conventions. The Act was ambitious in its scope, covering offences committed by UK citizens in the
world, and including significant corporate responsibility provisions.*° There was increased focus from
law enforcement on politically exposed persons®' (in other words, someone who has a high-status
political role or function), tax havens and tax transparency.*

Recognising the significance of illicit financial flows for developing countries, DFID brought together
the Metropolitan Police, the City of London Police, the Crown Prosecution Service and the Serious
Organised Crime Agency in a Proceeds of Corruption Unit. The objective was to provide a coherent law
enforcement platform, to tackle cases involving money laundering in the UK resulting from corruption
of officials in developing countries, bribery involving UK-based companies or nationals with an
international element, and cross-border bribery where there is a link to the UK.** A landmark case for
the unit was the conviction in 2012 by a London court of James Ibori, a former state governor in Nigeria,
for embezzling at least £50 million of government funds.** Since the start of this programme, 30 people
and companies have been convicted, and nearly £800 million of assets from developing countries
confiscated or returned.* This work has now transferred to the International Corruption Unit, sitting
within the National Crime Agency.*®

This period also saw the intensification of DFID-led activities to tackle corruption in developing
countries. Examples included funding for justice sector reform and support to anti-corruption
organisations and institutions in Nigeria,” support to the Arab region to effectively implement
UNCAC,*® and analysis of corruption in Kosovo.** DFID also funded work closer to home, including a
compliance assessment of the Crown Dependencies and the Overseas Territories with UNCAC and the
OECD Convention.®®

2012-19 has been a period of significant UK-facing activity to tackle corruption. The then prime
minister, David Cameron, organised the Anti-Corruption Summit in 2016 to bring together the global
community to galvanise a response against corruption. UK commitments made at the summit informed
the Anti-Corruption Strategy.®' There is increased awareness of the need for a coherent response in the
UK and internationally, resulting in the cross-Whitehall Joint Anti-Corruption Unit (JACU) to coordinate
the government response.®? Recognising that there had been no overarching strategy or cross-
government alignment on cross-cutting international illicit finance, the Home Office, HWM Treasury,

the Foreign Office (FCO) and DFID endorsed a joint cross-government strategy on international

illicit finance in 2019.%° In addition, the cross-government Serious and Organised Crime Strategy was
published in 2018 ¢* and the Economic Crime Plan in 2019.%

History of the EITI. How it all started, where we went and where we are now, EITI, link.

Bribery Act 2010, HM Government, 2010, link.

Enhanced customer due diligence and ongoing monitoring, The Money Laundering Regulations 2007, HM Government, link.
Final report of the independent review of British offshore financial centres, Michael Foot, HM Treasury, October 2019, link.
Bribery, corruption and sanctions evasion, National Crime Agency, link.

Accountable asset return: UK country level civil society report, Corruption Watch and Transparency International UK, December 2017, link.
Induction slides, Governance, Open Societies and Anti-Corruption Department (COSAC), not published.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

Security, justice and growth programme, Development Tracker, November 2010, link.

OECD: support to UNCAC, Development Tracker, December 2010, link.

Kosovo corruption analysis, Development Tracker, March 2010, link.

Extension of UN Convention against Corruption (UNCAC) & OECD Convention to Crown Dependencies and Overseas Territories, Development Tracker,
April 2017, link.

United Kingdom, Review of implementation of the Convention and 1997 recommendation, OECD, link.
United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.
International Illicit Finance Strategy, HM Government, not published.

Serious and Organised Crime Strategy, HM Government, November 2018, link.

Economic Crime Plan 2019-2022, HM Government, July 2019, link.



https://eiti.org/history
http://www.legislation.gov.uk/ukpga/2010/23/contents
http://www.legislation.gov.uk/uksi/2007/2157/regulation/14/made
https://www.financialtransparency.org/wp-content/uploads/2015/04/foot_review_main.pdf
https://www.nationalcrimeagency.gov.uk/what-we-do/crime-threats/bribery-corruption-and-sanctions-evasion
https://www.transparency.org.uk/wp-content/plugins/download-attachments/includes/download.php?id=7179
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf
https://devtracker.dfid.gov.uk/projects/GB-1-104171
https://devtracker.dfid.gov.uk/projects/GB-1-114299
https://devtracker.dfid.gov.uk/projects/GB-1-201146
https://devtracker.dfid.gov.uk/projects/GB-1-200989
https://www.oecd.org/daf/anti-bribery/anti-briberyconvention/2754266.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/752850/SOC-2018-web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/816215/2019-22_Economic_Crime_Plan.pdf

3.8 There is increasing recognition that corruption is both a political and a law enforcement challenge
which cannot be addressed by purely technical interventions.®® The UK has invested in improving the
evidence base for anti-corruption interventions, but the evidence of what works remains relatively
small.*” There is a concerted effort to build our understanding of what works, and develop evidence
cognisant of the political context. The DFID funded Anti-Corruption Evidence programme aims to
identify high-impact anti-corruption strategies.®®

39 The timeline below sets out key developments in UK policies and strategies to tackle corruption and
illicit financial flows.
Figure 2: Timeline of key developments in UK policies and strategies to tackle corruption and illicit

financial flows

& (2001
UK money laundering regulations updated and in line with Financial Action Task Force (FATF)*’

o—{ 2002
+  Centralised reporting of bribery allegations (Serious Fraud Office) launched™
- UK Proceeds of Crime Act passed (asset recovery)”

@— 2006
+  Post of anti-corruption champion’ and action plan established”

- City of London Police Overseas Corruption Unit and Metropolitan Police Proceeds of Corruption Unit
established™

o—{ 2010 ]
Bribery Act passed”
o—— 2013 ]

At the G8 Summit in Lough Erne, the then prime minister David Cameron commits to developing a public beneficial
ownership register’

L J

@e— 2014
- Deferred Prosecution Agreements are introduced”’
- First UK Anti-Corruption Action Plan is developed’

@—— 2015

«  Joint Anti-Corruption Unit (JACU) established in the Cabinet Office”

+  Joint Money Laundering Intelligence Taskforce piloted®

«  DFID units in the Metropolitan Police and City of London Police merge in the National Crime Agency®

66. Why corruption matters: understanding causes, effects and how to address them. Evidence paper on corruption, Taxell N, Rocha Menocal et al., DFID,
January 2015, link.

67. Why corruption matters: understanding causes, effects and how to address them. Evidence paper on corruption, Taxell N, Rocha Menocal et al., DFID,
January 2015, link.

68. Anti-Corruption Evidence ‘ACE’ Programme, Development Tracker, August 2019, link.

69. Money laundering law, Briefing paper, Tim Edmonds, House of Commons Library, February 2018, link.

70. Proceeds of Crime Act 2002, HM Government, link.

71. Hansard volume (House of Commons Debate), House of Commons, Volume 389, Part 185, Column 1080, July 2002, link.

72. Response by HM Government to the Recommendations in the Report of the Africa All Party Parliamentary Group, “The Other Side of the Coin”, Records of
the House of Commons and House of Lords Libraries, June 2006.

73. Response by HM Government to the Recommendations in the Report of the Africa All Party Parliamentary Group, “The Other Side of the Coin”, Records of
the House of Commons and House of Lords Libraries, June 2006.

74. New crime unit to investigate corruption affecting developing countries, HM Government, August 2015, link.

75. Bribery Act 2010, HM Government, 2010, link.

76. ‘David Cameron to publish list of UK company owners’, Louise Armitstead, The Telegraph, October 2013, link.

77. Deferred Prosecution Agreements, Serious Fraud Office, link.

78. UK Anti-Corruption Plan, HM Government, December 2014, link.

79. United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

80. Public-private information sharing partnerships to tackle money laundering in the finance sector, The UK Experience, Joint Money Laundering

Intelligence Taskforce, link.
8l. New crime unit to investigate corruption affecting developing countries, HM Government, August 20715, link.
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https://researchbriefings.files.parliament.uk/documents/SN02592/SN02592.pdf
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https://www.sfo.gov.uk/publications/guidance-policy-and-protocols/deferred-prosecution-agreements/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/388894/UKantiCorruptionPlan.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf
https://thecommonwealth.org/sites/default/files/inline/4%20UK%20approach%20to%20public-private%20partnerships.pdf
https://www.gov.uk/government/news/new-crime-unit-to-investigate-corruption-affecting-developing-countries

@—e 2017

o 2016

+ UK public beneficial ownership register goes live®

- IDCinquiry published — Tackling Corruption Overseas®
«  London Anti-Corruption Summit is held®

- Criminal Finances Act passed (unexplained wealth orders)®
- International Anti-Corruption Co-ordination Centre established®
- First UK national Anti-Corruption Strategy published®

«  JACU transferred to the Home Office in December 2017 to enable better coordination of domestic and
international anti-corruption®

«  Draft legislation on beneficial ownership register for foreign company-held properties®
- Overseas Territories beneficial ownership registers required”

. Sanctions and Anti-Money Laundering Act passed”

«  Business Integrity Initiative launched”

«  Serious and Organised Crime Strategy published”

2019
«  Economic Crime Plan published”
« International Illicit Finance Strategy agreed”

Mapping the strategies
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The Anti-Corruption Strategy 2017-2022 aims to combat
corruption in order to contribute towards reduced threat
to national security, increased prosperity at home and

Box 2: Anti-Corruption Strategy
six priorities:

abroad and enhanced public confidence in the UK’s 1. Reduce theinsider threat from
domestic and international institutions. The strategy corrupt officials in high-risk
contains six priorities, a number of which are particularly domestic sectors such as UK
relevant to developing countries (see box 2 — those which borders, prisons and ports

are particularly relevant to developing countries are in 2. Strengthen the integrity of the
bold). The strategy reiterates the importance of strong UK as an international financial
cross-government collaboration, and has ambitions to centre

tackle the core drivers of corruption, including those
within the UK. The strategy also includes a priority to
tackle illicit financial flows, change international rules

3. Promote integrity across the
public and private sectors

and norms, and make the UK more hostile to corruption 4. Reduce corruption in public
and bribery. In addition, the strategy commits to working procurement and grants
with other countries, including developing countries, 5. Improve the business

to combat corruption.” Tackling corruption is expected environment globally

to lead to improvements in the investment climate in
developing countries, which is vital for job creation and
poverty reduction. Promotion of the international rules-
based system governing international financial

6. Work with other countries to
combat corruption.

Registers of beneficial ownership, Briefing paper, Federico Mor, House of Commons Library, August 2019, link.

Tackling corruption overseas, Fourth report of session 2016-17, House of Commons International Development Committee, October 2016, link.
United Kingdom, Review of implementation of the Convention and 1997 recommendation, OECD, link.

Criminal Finances Act 2017, HM Government, link.

International Anti-Corruption Coordination Centre, Australian Federal Police, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

UK anti-corruption strategy: A review, Transparency International UK, December 2017, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

Sanctions and Anti-Money Laundering Act 2018, HM Government, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, lin
Serious and Organised Crime Strategy, HM Government, November 2018, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, lin
International Illicit Finance Strategy, HM Government, not published.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf
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flows is expected to halt illicit financial flows from developing countries so that they can instead be
invested in development.”

There are three other key strategies supporting the UK’s work to tackle corruption. The Economic
Crime Plan 2019-2022 sets out the UK’s intention to enable the public and private sectors to deliver

a comprehensive plan that defends the UK against economic crime, prevents harm to society and
individuals, protects the integrity of the UK economy, and supports legitimate growth and prosperity.
The International lllicit Finance Strategy sets out the UK’s ambition to enhance security, prosperity
and the UK’s global influence through strengthening international standards, conventions and
norms, reducing the threat of illicit finance and supporting sustainable development.®” The Serious
and Organised Crime Strategy sets out the UK’s aim to protect UK citizens and prosperity by leaving
no safe space for serious and organised criminals to operate within the UK and overseas, online and
offline.”® All strategies and plans have both strong domestic and international strands.

98

The strategies note the importance of targeting and prioritisation. The Anti-Corruption Strategy
commits to improving our understanding of corruption to ensure we are able to effectively target
our effort and resources.”” The International lllicit Finance Strategy notes that much of the strategy
is deliverable at the basic level with available resources, but higher ambition delivery will require
additional resources, and a balance between meeting domestic and international priorities.'®

There are clear synergies and links across the four documents. The documents acknowledge that
underpinning all strategies are a range of activities undertaken by government and law enforcement, to
build the political will and capability required to tackle corruption and illicit finance both domestically
and overseas. JACU, the International Corruption Unit and the International Anti-Corruption
Coordination Centre work across both the anti-corruption and International Illicit Finance Strategy.
19%A|l strategies include planned activities for the benefit of developing countries. There is no separate
ODA strategy for tackling corruption and illicit financial flows.

103,

The diagrams below are illustrative maps of the major delivery departments and their activity under
the Anti-Corruption Strategy. Map 1 sets out some of the major goals and commitments of the Anti-
Corruption Strategy relevant to developing countries and the lead departments responsible for
delivering these commitments. Although the lead departments have been identified, it should be
noted that many of the commitments are in practice delivered across several departments. Map 2
illustrates the governance structure and coordination mechanisms of the UK’s anti-corruption work.
The annexes to this report contain a more detailed narrative mapping of UK government roles and
responsibilities (Annex 1) and the strategy, goals and commitments by department (Annex 2).

The maps do not include all departments and agencies involved in the UK’s efforts to tackle corruption
and illicit financial flows, but only those working directly for the benefit of developing countries, in line
with our scope. We recognise that the relationship between UK government objectives and how they
benefit developing countries is complex. Many initiatives have both primary and secondary benefits,
and tackling corruption and illicit financial flows (for the benefit of developing countries) is often a
secondary benefit of many programmes. We have identified this as a significant line of enquiry to merit
further consideration.

What is DFID’s anti-corruption policy and strategy for audit, DFID, 2018, not published.
Economic Crime Plan 2019-22, HM Government, July 2019, link.

International Illicit Finance Strategy, HM Government, not published.

Serious and Organised Crime Strategy, HM Government, November 2018, link.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.
International Illicit Finance Strategy, HM Government, not published.

International lllicit Finance Strategy, HM Government, not published.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/752850/SOC-2018-web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/667221/6_3323_Anti-Corruption_Strategy_WEB.pdf

Map 1: Highlighted Anti-Corruption Strategy priorities, key goals and commitments
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Map 2: Governance, coordination structures and delivery departments
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Programmes and activities

316  Tackling corruption and illicit financial flows for the benefit of developing countries requires a coherent
response domestically in the UK, internationally, and bilaterally with developing countries. The UK
strategy is not, and should not be, wholly funded by ODA, because many of the benefits are intended
to accrue to the UK and other developed countries. Domestically, it is important to ‘get our house
in order’®1%%193nd prevent the UK from being a recipient of illicit financial flows from developing
countries. Internationally, the UK has an important role to play in supporting international initiatives
and building global norms, especially given the fact that it is home to one of the world’s largest financial
centres and a major provider of corporate services. In developing countries, the UK is an important
donor supporting countries to tackle corruption and illicit financial flows.*®

317  Toachieve its objectives for the benefit of developing countries, the UK is therefore working at all three
levels, using both ODA and non-ODA funds.

318  Domestic action: The UK has introduced domestic legislation and created new agencies, such as
the National Economic Crime Centre in 2018, to coordinate its response to economic crime. This is
primarily non-ODA funded, though certain components are funded through ODA."™

319  Legislation allowing for tools such as the unexplained wealth orders (policy implementation led
by the Home Office) and the Beneficial Ownership Registers (led by the Department of Business,
Energy and Industrial Strategy (BEIS)) seeks to increase transparency, as well as serving the purpose
of aiding financial crime investigations, led by HM Treasury and the Financial Conduct Authority, and
prosecution, led by the Crown Prosecution Service.™

Box 3: Beneficial ownership

In 2013, at the Lough Erne G8 Summit, the UK committed to improving corporate transparency
and reducing the scope to use anonymous companies for money laundering and corruption.™ The
government is also running an international campaign to create a global norm by 2023 to promote
company beneficial ownership transparency. Significant progress has been made in the UK:

«  The UK’s public register of company beneficial ownership, the People with Significant Control (PSC)
register, went live in 2016.

« InJuly 2018, the UK government published the draft Registration of Overseas Entities Bill, which
requires overseas entities to register the details of their beneficial owners with Companies House
should they wish to purchase UK property. If passed into law it will create a public register by 2021.

BEIS carried out a post-implementation review of the PSC in 2019. The review found that law enforcement
organisations were using the PSC register to inform criminal investigations. All the surveyed civil society
organisations, most law enforcement organisations and some financial institutions felt that the PSC
register enabled their work, by making it quicker and easier to obtain information about beneficial
ownership.™

There is some evidence that the PSC register also appears to have had an impact in terms of dissuading
those seeking to launder criminal and corrupt funds from using UK incorporation as a secrecy vehicle.
Scottish Limited Partnerships (SLPs) were widely known to be associated with corruption, organised
crime and tax evasion. As of 2011, the rates of incorporation for SLPs grew until June 2017, when SLPs were

brought into the scope of the UK’s beneficial ownership transparency rules.™
_______________________________________________________________________________________________________________________________________________________________|]

105. Tackling corruption overseas, Fourth report of session 2016-17, House of Commons International Development Committee, October 2016, link.
106. United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

107. Tackling corruption overseas, Fourth report of session 2016-17, House of Commons International Development Committee, October 2016, link.
108. What is DFID’s anti-corruption policy and strategy for audit, DFID, 2018, not published.

109. National Economic Crime Centre: Improving the UK’s response to economic crime, National Crime Agency, link.

110. United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

m. Registers of beneficial ownership, Briefing paper, Federico Mor, House of Commons Library, August 2019, link.

2. G82013: new rules to bring unprecedented transparency on company ownership, HM Government, June 2013, link.

3. Registers of beneficial ownership, Briefing paper, Federico Mor, House of Commons Library, August 2019, link.
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Finally, the Business Integrity Initiative provides support to UK and international businesses on issues
of integrity when operating in developing markets. DFID subsidises guidance for eligible small and
medium enterprises, in areas of anti-corruption, human rights compliance and corruption and bribery
prevention."™

International and transnational action: This includes coordination with international bodies to change
international norms and rules, to stop corrupt money leaving and entering developing countries and
to prosecute companies that pay bribes overseas." This is funded through a blend of ODA and non-
ODA."

The UK also works internationally to strengthen global resilience to illicit finance in existing and
emerging regional and global financial centres, including Dubai and Singapore. DFID is working to
establish a new network in regional and emerging financial centres through its new illicit finance
network. The UK government’s Serious and Organised Crime Network (SOCNet) works in global
financial centres to (i) map and address serious and organised crime threats to the UK and the
associated regional impact, and (ii) establish and tackle the threats from illicit financial flows which
impact global financial centres and the global financial system. This is undertaken by two cross-
department (FCO, DFID and Home Office) networks of in-country posts run by the SOCNet team based
in the Home Office.

The UK has been criticised for its international and domestic role in enabling illicit financial flows, for
example through enabling ‘tax havens’."® According to the Corporate Tax Haven Index published by the
Tax Justice Network, the UK and its “corporate tax haven network” is the world’s greatest enabler of
corporate tax avoidance. As of 2019, British territories and dependencies made up four of the ten places
that have done the most to “proliferate corporate tax avoidance” on the corporate tax haven index."
The UK is seeking to build a better understanding of global illicit finance, the flows most harmful to

the UK and developing countries, and the role played by other jurisdictions, and how this can be
addressed. This includes activities with the Crown Dependencies and Overseas Territories to improve
transparency, engage with economic crime enforcement investigations and support their compliance
with international norms. This work is being delivered by DFID, the FCO, HM Treasury and the Home
Office (including the Joint Anti-Corruption Unit).”*°

In-country action: This involves primarily ODA-funded activities in developing countries to tackle
corruption, including both direct and indirect anti-corruption efforts. It includes a range of support
to anti-corruption commissions, as well as broader governance, public finance management and
investment climate support. There has been growing recognition that political engagement is needed
to complement technical capacity development.”

A number of centrally managed programmes are being delivered across a range of countries, with

the primary objective of reducing corruption. For example, the Good Governance Fund, a Conflict,
Stability and Security Fund-funded programme led by the FCO and DFID, is working on institutional
reform and civil society building, such as strengthening media independence, to improve transparency
and discourage corrupt practices in the Balkans.”? Additionally, a number of programmes provide
anti-corruption support through secondary objectives. For example, the Department for International
Trade’s (DIT) Investment Promotion Programme aims to promote inclusive economic growth in partner
countries by stimulating foreign direct investment in those markets. DIT’s intention is that this will be
achieved by providing regional investment promotion agencies with technical assistance, including
the promotion of transparency and integrity in business.” There are also country-specific programmes
being delivered to tackle governance problems.

Doing business with integrity, Department for International Trade, link and Helping SMEs do business with integrity, Basel Institute on Governance, link.
International Illicit Finance Strategy, HM Government, not published.

United Kingdom Anti-Corruption Strategy 2017-2022, HM Government, December 2017, link.

End the UK’s role as a ‘safe haven for corrupt wealth’, Transparency International UK, March 2018, link.

Corporate Tax Haven Index 2019, Corporate Tax Haven Index, May 2019, link.

International Illicit Finance Strategy, HM Government, not published.

What is DFID’s anti-corruption policy and strategy for audit, DFID, 2018, not published.

The Good Governance Fund — Managed Fund Technical Assistance, Development Tracker, June 2019, link.

The Investment Promotion Programme, Development Tracker, October 2019, link.
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3.26  Following an earlier ICAl review,”* DFID sought to develop country-specific anti-corruption strategies.
However, this is now discretionary for country offices to update. A growing imperative as highlighted
in a government select committee on DFID’s anti-corruption work is for country anti-corruption
strategies to be whole-of-government strategies, to ensure coherence between government activities
in country, as ODA is increasingly being delivered by other departments.”

Ghana as an example of UK efforts to support in-country efforts to fight corruption

3.27  Ghana has been included as a case study to offer an illustrative example of the UK government’s
bilateral in-country activity.

Box 4: The context in Ghana

In a 2017 poll, Ghanaian respondents

In Ghana, political elites are capturing public policy processes and rated the following Ghanaian public
excluding large sections of the population from governance.'® institutions as extremely corrupt: police
Corruption in its many shapes is seen as the most extreme form (92%), judiciary (71%), political parties

of political capture and as representing a “deep failing in the (76%) and public officials and civil service
accountability and governance of political and public institutions”."’ (59%), indicating that political and grand
When Ghana became an oil-exporting economy in 2010 after corruption are not the only types of

the discovery of the Jubilee Field in 2007, the government itself corruption within Ghana. Over a third of
sought support on anti-corruption, keen to avoid becoming the 1,400 Ghanaian citizens interviewed
an embodiment of the resource curse where countries rich in repour;ced that they paid a bribe during
resources can suffer from worse developmental outcomes than 2017.

those less rich in resources.™®
The anti-corruption legislative context in Ghana has been challenging but is progressing. The recent change to pub-
lic procurement law aims to improve accountability, value for money, transparency and efficient use of public funds.
In addition, in March 2019 the government passed the Right to Information Bill, which aims to increase transparency
by providing greater access to public information. Ghana is keen to be a leader in West Africa on international anti-
corruption, including on beneficial ownership and information exchange on international tax. The UK government

has responded to this ambition with significant technical support.
. ________________________________________________________________________________________________________________________________________________________________|

3.28  DFID began to explicitly support anti-corruption initiatives in Ghana in 2015-16, which opportunely
timed with the London Anti-Corruption Summit (2016), hosted by the former prime minister, David
Cameron. The then Ghanaian president, John Dramani Mahama, made several commitments at
the summit to tackle corruption, including statements on beneficial ownership, asset recovery and
reforming public procurement.™ This agenda was taken up by the new president, Nana Akufu-Addo,
when he took office in January 2017.

3.29  Onanti-corruption the UK works mainly through three key DFID programmes: Strengthening Action
Against Corruption (STAAC, 2015-19), Ghana Qil and Gas for Inclusive Growth (GOGIG, 2014-19) and
Strengthening Transparency, Accountability and Responsiveness in Ghana (STAR, 2015-21). However,
in order to respond to broader contextual factors driving corruption and illicit financial flows, the UK
effort includes support from other government departments and DFID centrally managed programmes
relevant to anti-corruption.

3.30 Strengthening Action Against Corruption (STAAC) 2015-19: This programme was established in an
effort to move away from conventional institutionalist approaches and focus on policy entrepreneurs,
advocacy coalitions and contentious politics.” It has taken a comprehensive approach, operating
across agencies that work in detection, investigation, prosecution and adjudication, and aims to bridge

124, DFID’s approach to anti-corruption and its impact on the poor, ICAI, October 2014, link.

125. DFID’s anti-corruption work, Tackling corruption overseas, Fourth report of session 2016-17, House of Commons International Development Committee,
October 2016, link.

126. Building a more equal Ghana, a five-point action plan to close the gap between the rich and the rest, Oxfam International 2018, link.

127. Building a more equal Ghana, a five-point action plan to close the gap between the rich and the rest, Oxfam International 2018, link.

128. Petty corruption in the provision of public services in Ghana, S Brierly and E Ozdemir, 2017, available on request from STAAC-Ghana.

129. The causes, consequences and control of corruption in Ghana, Dr. Kwaku S. Afesorgbor, JoyOnline Journal, January 2016 Journal, link.

130. Strengthening Action Against Corruption (STAAC, 2015-2019) Inception Report, not published.

131. Strengthening Action Against Corruption (STAAC, 2015-2019) Inception Report, not published.
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https://www.myjoyonline.com/opinion/the-causes-consequences-and-control-of-corruption-in-ghana/

the gap between supply-side and demand-side interventions. The programme tackles four key areas
across the anti-corruption chain: (1) policy reform, (2) institutional strengthening, (3) collective action
and (4) behavioural change. Within each of these components there has been some collaboration with
DFID centrally managed programmes and with other UK government departments. For example, under
the policy reform component, there is a Beneficial Ownership Transparency workstream. This draws

on DFID’s International Action Against Corruption™ centrally managed programme to strengthen the
expertise of Ghana’s Registrar-General’s office to collect and verify information as well as maintain the
beneficial ownership register. Under the Institutional Strengthening component, the programme has
ensured joined-up working with the National Crime Agency.

3.31  Ghana Oil and Gas for Inclusive Growth (GOGIG) 2014-19: The objective of the programme is to enable
the Ghanaian government’s effective management of its oil and gas resources to support the country’s
inclusive economic growth and poverty reduction. Specifically on anti-corruption the programme
works to enhance governance, rules and the enabling environment through better regulation and
policy coherence, improve oversight of revenue management, and support public engagement by
supporting and strengthening social accountability through civil society and the media, to enable them
to hold the other stakeholders to account.™

3.32  Strengthening Transparency, Accountability and Responsiveness in Ghana (STAR Ghana) 2015-2021:
This programme aims to develop a vibrant, well-informed and assertive civil society that is able to
contribute to national development and foster inclusive access to high-quality and accountable public
services for Ghanaian citizens. One element of STAR-Ghana’s focus is to catalyse the efforts of citizens
towards systematic change on specific issues including corruption. For example, STAR is supporting the
League of Youth Coalition to empower citizens and communities to tackle locally relevant corruption
issues. There are also small pilots being tested using digital communication technology to enable
citizens to raise issues related to corruption.”* In addition, work is being done through the Forum for
Actions on Inclusion, Transparency and Harmony (FAITH) to shift citizens’ perception of corruption and
empower them to take action. The FAITH Forum is working with schools to provide lesson plans and
activities aimed at sharing anti-corruption messages and shaping a mindset among the young.

‘ ‘ If you demand accountability as a poor man, you are likely to find yourself in trouble;
people in the assembly fuel vehicles for community visitation but do not visit communities

as required. , , Citizen Participant, Town Hall, Mion, ICAI interview in Ghana, 21st May 2019

3.33  Aswell as supporting the government, supporting civil society has also been central to DFID Ghana’s
approach to tackling corruption in Ghana. The two bilateral programmes, STAAC and GOGIG, have both
supply-side and demand-side elements, while STAR Ghana works exclusively on social accountability
and norm change. All three programmes work with civil society organisations through building
capacity, convening and providing financial, monitoring and evaluation expertise to change norms and
hold government accountable.

3.34  This has been an important element of anti-corruption programming and has been used in other
contexts through UK aid support with success, including in Uganda and Tanzania. As with these
examples, social accountability is central to combatting corruption in Ghana. Without this embedded in
programming, a lack of social accountability can lead to a crisis of legitimacy among citizens and their
government.™

3.35  Tackling the problem of corruption in Ghana goes well beyond the technical assistance provided
through aid programmes and requires a cross-government approach. In our interviews and focus
groups with anti-corruption practitioners and academics, we heard that traditional technical assistance

132. International Action Against Corruption, Development Tracker, August 2019, link.

133. Ghana Oil and Gas for Inclusive Growth (GOGIG) 2014-2019: Annual Review, 2018, link.

134. Strengthening Transparency, Accountability and Responsiveness in Ghana (STAR Ghana) 2015-2021: Annual Review, 2018, link.

135. Social accountability: an introduction to the concept and emerging practice, Carmen Malena, Reiner Forster and Janmejay Singh, World Bank, December

2004, link.
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programmes focused on discrete institution building are not effective alone and are especially
ineffective in development contexts that do not have a rules-based approach to governance. Anti-
corruption needs to be solved through developing local incentives to follow rules as well as with
technical assistance to support rules-based institutions.

3.36  Corruption in Ghanais also not a problem that the UK can address on its own. It requires coordinated
interventions across national and international stakeholders to support norm change. There is, for
instance, an opportunity for the UK government to make use of the FCO’s capacity in country to
advocate norm change. UK strategies for tackling corruption in developing countries such as Ghana
must be aligned with the country’s national efforts to deal with illicit financial flows and havens and be
part of broader international systems strengthening.

‘ ‘ People are not corrupt because they are Ghanaians, they are corrupt because Ghanaian
institutions don’t work well. , ,

Professor Ernest Aryeeley, Former VC of the University of Ghana, ICAl interview in Ghana, January 2019

4. Summary lines of enquiry

4] The mapping exercise conducted in this information note has captured a range of UK government
actors operating at domestic, international and bilateral levels, using ODA and non-ODA funds.

4.2  We approached this mapping with an iterative methodology. We had an original set of questions
around which we built our interviews. These were based on initial design discussions with key
stakeholders in government and civil society, as well as on our initial documentary review. However,
during the course of the mapping exercise, our questions evolved and opened up lines for further
enquiry.

43 For ease of review we have categorised these into six summary lines of enquiry. These focus on: (i) the
scope and prioritisation of the work, (ii) how the government’s activities fit together and are governed,
(i) the resources required to tackle corruption and illicit financial flows, (iv) the UK’s approach to
influencing global partners to tackle these issues, (v) how the UK is using and building evidence to
guide this field of work, and (vi) the policy tensions between the UK acting as a good global citizen and
as a global partner of choice.

44  Thesummary lines of enquiry have been prepared to provide a descriptive analysis of the anti-
corruption and illicit financial flows agenda, and how the UK aid programme is shifting in response.
We have focused only on areas of government programming that are within scope. The note is not
intended to be evaluative, and does not reach any conclusions as to whether particular interventions
are relevant or effective. The summary lines of enquiry highlight issues (both risks and opportunities)
that merit future exploration, whether by ICAl itself, the IDC or other interested stakeholders.

The scope and prioritisation of anti-corruption work

Broad and ambitious goals in a fast-evolving field require prioritisation

4.5  The anti-corruption and illicit financial flows agenda recognises that corruption is not solely a
developing country problem, but one in which the global financial system and international financial
centres,” including the City of London,”” need to change too. Maintaining commitment and focus
is challenging when the civil service, government and Parliament are preoccupied with the currently
challenging political landscape. Some of the elements of the Anti-Corruption Strategy, such as registers
of beneficial ownership, have been impacted by this.™®

136. Penny’s Vision, Pound Wise: Global Financial Centres must Collaborate to Tackle illicit Financial Flows, Tom Keatinge, the Royal United Services Institute,
May 2018, link.
137. ‘Roberto Saviano: London is heart of global financial corruption’, Dan Carrier, The Guardian, May 2016, link.

138. Property Ownership, Transparency International UK, February 2019, link.
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As this note shows, the anti-corruption agenda is far from solely a DFID or ODA issue. The success of
any ODA expenditure is tightly interwoven with UK domestic and cross-border initiatives. Effective UK
engagement will involve a clear set of priorities, sufficient allocation of resources and coordination with
international partners.

The UK government has a whole-of-government ‘fusion” approach, meaning that the government
departments ‘fuse capabilities” across the full extent of the UK government’s departments and
agencies, from economics and security to social policy and basic service provision.*” There are several
challenges to this. Sometimes these are intra-departmental, for example the FCO faces the challenge
of short-term diplomatic efforts versus long-term change. Sometimes these are inter-departmental,
for example DFID’s mandate is to reduce global poverty and champion the needs of developing
countries, where most other departments or agencies have the UK citizen as the primary beneficiary.

A key challenge with addressing corruption is that the success of innovations in any given channel or
asset class is likely to result in significant displacement into alternatives. The challenge is therefore not
just gaining evidence on what works, but also intelligence on how the threat is evolving. For example,
information technology is causing the nature of the threat to evolve rapidly, such as to crypto-
currencies. This requires strategic and reqularly realigned priorities and resources to prevent the
strategies from becoming outdated and the associated realignment of resources.

Measuring impact and outcomes, particularly with regard to norm change and global influencing, is
complicated by the speed of the displacement of criminal corruption and illicit finance activity.

Key questions: Scope and prioritisation of anti-corruption work

Does the government’s strategy give sufficient emphasis to reducing corruption in developing
countries?

Is the government doing enough to identify future threats, and how to counter them?

Are the indicators for success domestically, for national-level bilateral development, and
internationally for the benefit of developing countries and for global good, clear and
disaggregated?

Governance

Accountability for the benefit of developing countries
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The UK government has demonstrably prioritised anti-corruption — and further deepened and
broadened its anti-corruption and adjacent work with the development of the Serious and Organised
Crime Strategy, the International lllicit Finance Strategy and the Economic Crime Plan. However, some
stakeholders expressed concern that the adoption of additional strategies may have the unintended
consequence of reducing both the coherence of the government’s anti-corruption policy and its
implementation, as well as the relative priority given to reducing corruption in developing countries.
The evolution of how the government categorises and tackles corruption alongside other complex
issues, including organised crime, terrorism and trade, opens up a risk of UK security and prosperity
priorities trumping benefits to developing countries.

In our discussions with government stakeholders, the multiplicity of strategies was cited as a clear
challenge to their work. For example, it was noted that it is not clear how the new Economic Crime
Strategy Board (where DFID is invited if an agenda point appears to reference development) will
interact with JACU and the anti-corruption inter-ministerial group. However, it was also noted that the
perspectives of the different lead departments offer important counter-balances to enable delivery
across the board. For example, SOCNet, a new cross-departmental (FCO, DFID and Home Office)
initiative that seeks to map and propose methods to combat serious and organised crime threats to the
UK from around the world, receives partial ODA funding, and with that funding seeks to support work
tackling illicit financial flows for the benefit of developing countries.

Fusion Doctrine: One Year On, William McKeran, the Royal United Services Institute, March 2019, link.



https://rusi.org/commentary/fusion-doctrine-one-year
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There have been two concrete changes to the anti-corruption portfolio oversight and delivery: (i)
JACU has moved from the Cabinet Office, which encouraged a cross-government approach, to the
Home Office, and (ii) the anti-corruption champion is no longer a cabinet minister. As the co-chair of
the inter-ministerial group on anti-corruption, the champion has to lead by persuasion, rather than
executive authority. The annual reporting on the strategy was cited as positive both by civil society and
by the champion.

Key questions: Governance

Would the strategy be more strongly led, and more accountable to Parliament, if the anti-
corruption champion was a minister?

Has JACU’s move to the Home Office from the Cabinet Office made the strategy’s support
by officials too focused on the priorities of one government department, to the detriment of
development priorities?

Who is championing the developing country interest in this architecture? Should DFID attend all
meetings of the Economic Crime Strategy Board?

Does the government require a multi-departmental ODA strategy for tackling anti-corruption and
illicit financial flows?

Global norms and international influence

It is not all about expenditure
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The fight against illicit financial flows is a joint responsibility of the international community, as made
clear by the adoption of SDG target 16.4, which states: “By 2030, illicit financial and arms flows shall be
reduced significantly, the recovery and return of stolen assets will be strengthened.” The UK cannot
solve this alone, but as a global financial centre and the world’s fifth-biggest economy° it is in a strong
position to lead action to achieve this target.

There are successful areas of influencing activity, for example (i) the prioritisation of illicit finance as
part of the UK presidency of the G7 being coordinated by the Cabinet Office with DFID contributing, (ii)
JACU’s influence in the OECD working group on foreign bribery — where 40 countries have signed up
to it, and (iii) the international beneficial ownership campaign.

The UK can be impactful through global influence, as well as through programming, to achieve its in-
country developmental goals. Effective influencing is very resource-intensive and requires sustained
and strategic activity at multiple levels. The 2016 summit was a good example of this. However, our civil
society focus group suggested that there is a danger that the UK is approaching leadership passively
by becoming an exemplar, rather than actively by showing global leadership through identifying global
issues and convening global action accordingly. A strong influencing strategy requires strong political
leadership and effective international networking.

Our focus group discussions suggested that “the global influencing approach needs to be clarified”.
The UK works with a number of international organisations, but activities on anti-corruption are one of
many competing issues. The anti-corruption champion in interview with ICAI noted that there could be
an opportunity to improve on leveraging the capacities across government to enable this.

Progress in these areas can be achieved without significant expenditure. It is anticipated that this
influencing work will also benefit the UK as it tries to set or meet the bar for transparency and level the
playing field for UK trade.

The $86 trillion world economy — in one chart, Jeff Desgardins, World Economic Forum, September 2019, link.



https://www.weforum.org/agenda/2019/09/fifteen-countries-represent-three-quarters-total-gdp/

Key questions: Global norms & international influence

« Isthere a clear, joined-up UK influencing approach that makes full use of all our various
international memberships and partnerships?

«  How should we work with international partnerships, organisations and groups to make the global
sum greater than the parts?

«  Are we demonstrating sufficient global thought leadership as distinct from leadership by example?

The anti-corruption and illicit financial flows capacity gap

The right kinds of activity in the right places

418  Across the global effort to tackle corruption and illicit financial flows, there is a systematic lack of
capacity and what our focus groups described as "a global under-investment". The UK cannot service it
all. UK financing represents a small part of the solution. Success will be predicated, among other things,
on how well the UK learns from multilateral institutions like the OECD and other DAC donors and
reciprocally contributes to their learning.

419  Countries at different stages of development need different support. In interviews, staff from the anti-
corruption evidence (ACE) programme noted by way of example that institutional support works best
when it is targeted at countries at the correct stage of their development. For instance support to set
up anti-corruption commissions has not proven effective in countries that do not already have evolved
associated institutions, governance and rule-following behaviour.” However, if undertaken in more
emerging markets (such as those which the Prosperity Fund focuses on) where rules and rule-following
are intrinsically linked to economic growth and business success, and rule of law is enforced, then this
kind of support has the potential to make a meaningful impact.

4.20 Limited human resources is also an issue. There are technical assistance demands from other countries
asking for expertise from UK practitioners. However, UK experts are needed in the UK, and their
departments may be reluctant to release them without additional resources to back-fill their posts. This
raises the risk of international work for the benefit of developing countries being under-resourced.
One senior civil servant noted “[my] ideal end game encompasses all the resources we would need,
investigators, prosecutors, supervisors — terrorist financing experts. Funded by non-ODA, who can
then be deployed to different countries” — in other words a central resource that doesn’t also have the
burden of domestic work.

4.21  There are also specific global skills gaps. The National Crime Agency, for instance, struggles to recruit
financial investigators. The FATF annual review of the UK, while very positive, points out that one key
weakness is the low number of people available to work in investigation." Skilled technical experts are
in short supply and so the private sector can attract government employees with higher salaries.

Key questions: The anti-corruption and illicit financial flows capacity gap

- What is the strategy to mobilise and retain the human resources required to implement the
government’s strategy at home and abroad?

« Are there sufficient resourcing partnerships for this work with other donors and international
organisations?

«  The Economic Crime Plan notes that law-enforcement efforts are inadequate — civil society agrees.
How much more money is needed, and what proportion might reasonably come from ODA?

« Isthe support being provided to partner countries sufficiently tailored to their stage of political and
institutional development?

141. Why corruption matters: understanding causes, effects and how to address them. Evidence paper on corruption, Rocha Menocal et al., DFID, January 20715,
link.

142. Anti-money laundering and counter-terrorist financing measures, United Kingdom, mutual evaluation report, FATF, December 2018, link.



https://www.gov.uk/dfid-research-outputs/why-corruption-matters-understanding-causes-effects-and-how-to-address-them-evidence-paper-on-corruption
https://www.fatf-gafi.org/media/fatf/documents/reports/mer4/MER-United-Kingdom-2018.pdf

The evidence gap

In-country programming in a new era

4.22

4.23

4.4

4.25

There are ongoing academic debates about whether it is more useful to treat corruption as a problem
in its own right, rather than as a symptom of deeper political and institutional issues. In practice, the
government needs to address both corruption and its causes.

The UK and other donors’ understanding of how to tackle corruption is ever-evolving. Recent emphasis
on combatting illicit financial flows and their links to corruption have prompted some new thinking,"
but have to date seen limited programmatic manifestation, with conventional two-track in-country
anti-corruption programming continuing.** DFID has recognised this with the recent appointment of
an illicit financial flows lead and associated programme design.

The UK has identified a need for national anti-corruption strategies, but not all countries have opted
to prioritise this.* The current international evidence base for selecting approaches and prioritising
interventions has limitations for all donors, including DFID. There is evidence of traction in particular
strands of programming. There are also a set of programmes to collect evidence and build viable
theories, notably the ACE programme and DFID’s funding of the U4 Anti-Corruption Resource
Centre.*® While they are ambitious in scope, the investment is relatively small in scale and the work is
inevitably long-term.

A significant amount of the UK’s anti-corruption ODA programming is experimental or adaptive.
Stakeholders questioned whether there is enough investment in design, monitoring and learning

to support the experimental and adaptive programming that is being undertaken. There is currently
no road map for in-country anti-corruption planning. However, UK government representatives
in-country do have access to specific guidance on how to develop effective anti-corruption and
illicit financial flows strategies and interventions, albeit limited by the constraints of the international
evidence base.

Key questions: The evidence gap

Is there a comprehensive plan to address the evidence gaps?

What international efforts are being undertaken to encourage other countries, and institutions, to
share their learning?

Is the UK clear where it is experimenting? How will the impact of these experimental programmes
be measured? How are priorities and non-priorities identified?

Does the government need a more explicit approach and accompanying guidance to support in-
country anti-corruption strategies and interventions?

The UK as a good global citizen and partner of choice

Global leadership through transparency and trade

4.26

143.
144.
145.

146.

The UK has clearly stated goals to champion a rules-based global order, while demonstrating that

it is open for business. This creates an opportunity to join up its international and domestic work
demonstrating that being a good global citizen is compatible with being a trading partner of choice.
It has made significant efforts to merge the potentially conflicting interests of trade and transparency.
The efforts being undertaken need to be protected to ensure that Britain’s shorter-term national
interests, on promoting international trade for example, do not compromise its longer-term
responsibilities.

Governance for growth, stability and inclusive development, DFID, March 2019, link.
DFID’s most recent spend figures (provided to ICAI for 2017) show that 60% of direct anti-corruption programming is in-country spend.

DFID’s anti-corruption work, Tackling corruption overseas, Fourth report of session 2016-17, House of Commons International Development Committee,
October 2016, link.

U4 Anti-Corruption Resource Centre, link.



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/786751/Governance-Position-Paper2a.pdf
https://publications.parliament.uk/pa/cm201617/cmselect/cmintdev/111/11106.htm
https://www.u4.no
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There are new programmes - DIT’s Investment Promotion Programme and the DFID/DIT/FCO Business
Integrity Initiative - which represent a theory of change of improved prosperity and transparency
through increased investment and trade in a target country.

The UK has, however, been criticised for its international and domestic role in enabling illicit financial
flows, for example through enabling "tax havens".”” According to the Corporate Tax Haven Index
published by the Tax Justice Network, the UK and its “corporate tax haven network” is the world’s
greatest enabler of corporate tax avoidance. As of 2019, British territories and dependencies made
up four of the ten places that have done the most to “proliferate corporate tax avoidance” on the
corporate tax haven index."®

In addition, there is a perception within civil society of the UK being good on tackling the more obvious
forms of corruption but having a blindness to subtle and institutionalised conflicts of interest — such as
the dominance of the “big four” accountancy firms.”’ There is a recognition in government by most of
the civil servants we interviewed that the UK is a jurisdiction of risk in the eyes of many countries.”°

The international perception, represented by Transparency International,® was also summarised at our
civil society focus group: “The UK, to some extent, is a global leader in this field and it is championing
new international law; however, the UK also plays harmful global citizen, enabling all sorts of corruption
in the world.” This perceived hypocrisy in the UK’s domestic financial stance may undermine its ability
to support developing countries effectively, as a champion of global rules.

There are major issues of transparency and corruption in global and offshore finance centres as well as
in the UK. In these jurisdictions it is often challenging to disaggregate the primary beneficiary when the
work is for the global public good but clearly benefits a non-ODA jurisdiction.

Key questions: The UK as a good global citizen and partner of choice

147.
148.

149.
150.
151.

Is the UK acting as a good global citizen and thus affirming its role as a good trading partner?

How will the government ensure that the pressures to forge new trading ties remain consistent with
an agenda of domestic and international transparency?

To what extent does being a “good global citizen” promote trade? What is the evidence for this?

End the UK’s role as a ‘safe haven for corrupt wealth’, Transparency International UK, March 2018, link.

Corporate Tax Haven Index, May 2019, link and Big 4 accountancy firms questioned on future of audit inquiry, Business, Energy and Industrial Strategy
Committee, January 2019, link.

Regulator calls for law change to end Big Four dominance of UK auditing’, Chris Giles, Financial Times, April 2019, link.
Corrupt money in the UK, Transparency International UK, link.
Safe Havens, Transparency International UK, link.



https://www.transparency.org.uk/press-releases/end-the-uks-role-as-a-safe-haven-for-corrupt-wealth/
https://corporatetaxhavenindex.org
https://corporatetaxhavenindex.org
https://www.parliament.uk/business/committees/committees-a-z/commons-select/business-energy-industrial-strategy/news-parliament-2017/big-4-accountancy-firms-questioned-on-future-of-audit-inquiry-evidence-17-19-/
https://www.ft.com/content/4219750e-612a-11e9-a27a-fdd51850994c
https://www.transparency.org.uk/our-work/corrupt-money-in-the-uk/
https://www.transparency.org.uk/safehavens/

Recommended lines of enquiry

Table 3: The table below shows the conclusive questions for further consideration

Does the government’s strategy give sufficient emphasis to reducing corruption
in developing countries?

Scope and
prioritisation of
anti-corruption work Are the indicators for success domestically, for national-level bilateral
development, and internationally for the benefit of developing countries and for
global good, clear and disaggregated?

Is the government doing enough to identify future threats, and how to counter them?

Would the strategy be more strongly led, and more accountable to Parliament,
if the Anti-Corruption Champion was a minister?

Has Joint Anti-Corruption Unit’s move to the Home Office from the Cabinet
Office made the strategy’s support by officials too focused on the priorities of one

Governance government department, to the detriment of development priorities?

Who is championing the developing country interest in this architecture?
Should DFID attend all meetings of the Economic Crime Strategy Board?

Does the government require a multi-departmental ODA strategy for tackling
anti-corruption and illicit financial flows?

Is there a clear, joined-up UK influencing approach that makes full use of all our
various international memberships and partnerships?

Global norms
and international
influence

How should we work with international partnerships, organisations and groups
to make the global sum greater than the parts?

Are we demonstrating sufficient global thought leadership as distinct from
leadership by example?

What is the strategy to mobilise and retain the human resources required to
implement the government’s strategy at home and abroad?

Are there sufficient resourcing partnerships with other donors and international
organisations?

The Economic Crime Plan notes that law enforcement efforts are inadequate
— civil society agrees. How much more money is needed, and what proportion
might reasonably come from ODA?

Is the support being provided to partner countries sufficiently tailored to their
stage of political and institutional development?

What International efforts are being undertaken to encourage other countries,
and institutions, to share their learning?

The evidence gap Is the UK clear where it is experimenting? How will the impact of
these experimental programmes be measured? How are priorities and
non-priorities identified?

Does the government need a more explicit approach and accompanying guidance
to support in-country anti-corruption strategies and interventions?

Is the UK acting as a good global citizen and thus affirming its role as a good
trading partner?

How will the government ensure that the pressures to forge new trading ties
remain consistent with an agenda of domestic and international transparency?

To what extent does being a good global citizen promote trade? What is
the evidence?




5. Annexes

Annex 1 Mapping — HM Government roles and responsibilities

Department Teams, roles and responsibilities

Cross- Inter-ministerial group on anti-corruption

government +  Theinter-ministerial group on anti-corruption oversees the government’s work to address
corruption domestically and internationally.

Joint Anti-Corruption Unit, Home Office

+  The Joint Anti-Corruption Unit (JACU) in the Home Office brokers coordinates and drives the
implementation of the UK’s AC Strategy, and supports the UKs anti-corruption champion.

+  JACU moved from the Cabinet Office to the Home Office two years ago and is the secretariat for
the inter-ministerial group on anti-corruption.

+ JACU represents government at international anti-corruption and bribery fora.

Anti-corruption champion

+  The Prime Minister’s anti-corruption champion, John Penrose, is supported by JACU in
overseeing the government’s response to both domestic and international corruption. The
champion is responsible for:

0 challenging and coordinating the UK response to corruption and the
implementation of the first UK anti-corruption strategy
) leading the UK’s push to strengthen the international response to corruption
0 engaging with external stakeholders, including business, civil society organisations,
parliamentarians and foreign delegations, making sure that their concerns are taken
into consideration in the development of government anti-corruption policy.
Economic Crime Strategic Board

+  Home Office + HM Treasury — since January 2019 the Home Secretary and the Chancellor jointly
chair this new government task force, which works with senior figures from the UK financial
sector to tackle economic crime (including fraud, bribery, corruption and money laundering).

. It meets twice a year, sets priorities, directs resources and scrutinises performance against the
economic crime threat through implementation of the Economic Crime Plan.

Joint Funds Unit

+  The Joint Funds Unit (JFU) oversees the Prosperity Fund and has a theory of change that
references tackling corruption.

+  The Prosperity Fund runs the Global anti-Corruption Programme and is led by the FCO. Its
budget is £45.1 million of ODA between 2017 and 2022. The programme consists of nine inter-
connected projects that will help target countries and regions to change behaviours and
motivations, reduce the opportunities for corruption to take place by increasing transparency
and accountability, make the penalties and probability of being caught significant enough to
deter future offences, and return corruptly gained assets.

+  Eight of the nine projects have been approved to date and are being delivered by a mixture of
UK government departments, multilateral organisations, and private sector.

- The JFU also oversees the Conflict, Stability and Security Fund (CSSF), which supports
programmes run by a range of departments and agencies to prevent and address corruption
and the flow of illicit finances, including Serious and Organised Crime Network (SOCNet) in its
entirety.

+  TheJFU also funds, through the Prosperity Fund, the Global Business Environment Programme.
This programme aims to improve the business environment in middle-income economies by
stimulating growth and creating jobs, helping to lift people out of poverty. It is worth £30 million
over four years, and aims to support reforms that improve the business environment in a range
of middle-income countries. It also aims to unlock inclusive growth for women, who can be
disproportionately affected by a poor business environment.

NSS and implementation group for serious and organised crime

+  Across-government implementation group under the National Security Council (NSC)
secretariat which oversees the response to serious and organised crime across the UK
government. This is chaired by a senior responsible owner at director-general level who is
accountable to the NSC. The group brings together senior operational and policy leaders from
across government, the devolved administrations, law enforcement agencies and the security
and intelligence agencies to coordinate activity and ensure implementation and evaluation of

the strategy.™

152. National Security Strategy and Strategic Defence and Security Review 2015: Third Annual Report, para. 2.66, July 2019, link
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Serious and Organised Crime Network

The government’s Serious and Organised Crime Network (SOCNet) works in global financial
centres to (i) map and address serious and organised crime threats to the UK and the associated
regional impact and (ii) establish and tackle the threats from illicit financial flows which

impact global financial centres and the global financial system. This is undertaken by two tri-
department (FCO, DFID and Home Office) networks of in-country posts run by the SOCNet
team based in the Home Office.

Leads on the relationship with the Overseas Territories.

Increases the awareness and detection of corruption among embassy staff.

Delivers measures to promote the integrity and transparency of UK businesses overseas.
Influences stakeholders overseas to change international norms.

Original lead department for the Prosperity Fund and the CSSF.

Country action to tackle corruption, led by DFID country teams based on the local political
context.

Leads on country anti-corruption and transparency strategies.

Influences government policies and practices so that the UK is not a safe haven for money
stolen from developing countries. Governance, Open Societies and Anti-Corruption (GOSAC)
leads on this for DFID through its policy, influencing and programming.

Changes international norms and rules to stop corrupt money leaving and entering developing
countries. GOSAC leads on this through policy, influencing and programming. The UK Anti-
Corruption Strategy includes commitments. The NSC Strategy on Illicit Financial Flows includes
an international campaign.

Leads the Extractive Industries Transparency Initiative (EITI) campaign on extractives
transparency.

Produces and commissions research and evidence on corruption and illicit financial flows.

For example, the Anti-Corruption Evidence (ACE) programme led by Research and Evidence
Division (RED), funding to U4.

GOSAC Anti-corruption team

Policy lead for DFID on anti-corruption, responsible for advising ministers on DFID’s overall
approach to anti-corruption (both in headquarters and in countries) and response to external
scrutiny, including answering ministerial correspondence and parliamentary questions, briefing
ministers, leading on DFID’s response to the IDC and ICAI.

GOSAC’s policy priorities on anti-corruption are beneficial ownership transparency, business
integrity, asset return and recovery, anti-money laundering and contributing to DFID’s strategy
on illicit financial flows.

Central point for DFID country teams on DFID policy and approaches to anti-corruption,
including synthesising evidence and providing guidance to country teams as necessary.
Representing DFID externally on anti-corruption, for example headquarters’ relationships with
other donors and multilaterals, and with NGOs.

Policy, influencing and central programming to ensure the UK is not a safe haven for corrupt
money from developing countries and to change international rules and norms to reduce cross-
border corruption.

GOSAC leads DFID’s approach to country anti-corruption and transparency strategies.

lllicit finance team

Supports the government in tackling illicit finance and demonstrating UK leadership of the
rules-based international financial system.

Leads government efforts to support a global financial system that works better for developing
countries with minimised harm from illicit finance.

International Corruption Intelligence Cell

DFID and National Crime Agency (NCA) — This partly DFID-funded unit will provide intelligence
support to the International Corruption Unit by developing tactical intelligence on: i) the
laundering of the proceeds of corruption within the UK by foreign politically exposed persons
(PEPs), and ii) bribery of foreign officials and PEPs by persons or companies based in or
operating from the UK. It will also perform activities outside DFID priorities using its non-DFID-
funded resources.

DIT is a partner of the DFID-led Business Integrity Initiative (Bll). As part of the BIl, DIT will fund a
business integrity strand of its Investment Promotion Programme. This will enhance the capacity
of investment promotion agencies in selected emerging markets to support international
investors in managing corruption and human rights concerns.
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The Home Office helps to drive the International lllicit Finance Strategy. Priority countries have
been agreed within the strategy. lllicit Financial Flows SOC Joint Analysis has been completed
providing an evidence base and policy recommendations. This analysis was commissioned by
the Home Office and was conducted by a cross-government team. The recommendations and
findings have gone on to form the basis of the IIF Strategy and country action plans. The Home
Office also drives forward implementation of the Economic Crime Plan, which it co-leads on
with HMT.

The Home Office commits £3.5 million in 2019-20 to support work to reform the suspicious
activity reports regime (SARs). SARs are the mechanism used by members of the regulated
sectors, including the banking, accountancy, legal and property sectors to flag up suspicions
about potential money laundering and terrorist financing to the NCA.

International Corruption Unit

The International Corruption Unit (ICU) is based at the National Crime Agency, and currently has a
team of 37 staff, made up largely of investigators and financial investigators.

The Proceeds of Corruption Unit and the Overseas Anti-Corruption Unit were unified in 2014 to
form the International Corruption Unit within the NCA. Its role is to investigate countries eligible
for ODA for bribery and corruption, informing DFID if there is credible suspicion of misuse of
funds.

The ICU works with HM Treasury in relation to the enforcement of financial sanctions.
Investigates international corruption cases and related money laundering.

Investigates offences committed under the UK Bribery Act 2010 involving UK-based companies/
nationals or international bribery with a UK nexus.

Traces and recovers the proceeds of international corruption.

Supports foreign law enforcement agencies with international anti-corruption investigations.
Engages with government and business to reduce the UK’s exposure to the proceeds of
corruption.

Works with business to support increased compliance with the UK Bribery Act 2010.

National Economic Crime Centre

The National Economic Crime Centre (NECC) is a collaborative, multi-agency centre that brings
together law enforcement agencies, government departments, regulatory bodies and the private
sector with the shared objective of reducing serious and organised economic crime in the UK. The
NECC includes the Joint Money Laundering Intelligence Taskforce (JMLIT). JMLIT is a partnership
between law enforcement and the financial sector to exchange and analyse information relating
to money laundering and wider economic threats. It includes over 40 financial institutions, the
Financial Conduct Authority, Cifas and five law enforcement agencies: the NCA, HMRC, the
Serious Fraud Office, the City of London Police and the Metropolitan Police Service.

The International Anti-Corruption Coordination Centre

The International Anti-Corruption Coordination Centre (IACCC) is a new capability that was
established in London in 2017 and is hosted by the NCA (funded by the FCO). It brings together
specialist law enforcement officers from multiple jurisdictions into a single location to tackle
allegations of grand corruption. The IACCC works with key financial centres to monitor, challenge
and support investigations into the theft of state assets, and increase the capacity of developing
countries to recover them.

Works to increase transparency of UK-registered businesses in the UK. Work towards
implementation of FATF Recommendation 25 and immediate outcome 25 — prevent llicit

flows of money, and making sure there is information available about beneficial ownership of
companies, make sure information can be accessible to law enforcement. Also provides advice
to partner countries on best practice upon request.

BEIS leads on establishing a public register of beneficial ownership of overseas legal entities,
which requires them to provide information when they own or purchase UK property or
participate in central government contracts. Advice to partner countries on best practice upon
request.

Bribery by UK companies and citizens relating to developing countries.

Regulation, investigation and prosecution on bribery, money laundering, asset recovery.

Confiscation orders.




Annex 2 Mapping — strategy, goals and commitments

Three of the six priorities in the strategy are particularly important for developing countries. All priorities are
listed below. In this annex we elucidate those parts which deliver greater benefits to development and thus
are within this information note’s scope. The UK Anti-Corruption Strategy sets out what the government
commits to do in the UK, internationally and to support other countries on anti-corruption, building on the
commitments made at the UK Anti-Corruption Summit in 2016, hosted by the then prime minister, David
Cameron.

—

Reduce the insider threat in high-risk domestic sectors such as borders and ports

N

Strengthen the integrity of the UK as an international financial centre

o Greater transparency over who owns and controls companies and other legal entities.

«  The UK commits to publish a public register of beneficial ownership and to encourage
others to do so (including Overseas Territories and Crown Dependencies). This will
include information on who owns and purchases property in the UK.

. Work with the OECD Global Forum and the Financial Action Task Force, on
implementation of beneficial ownership international standards.

«  Consider extending corporate criminal liability beyond bribery and tax evasion
to wider economic crimes.

. Implement all key elements of the Criminal Finances Act, including unexplained
wealth orders.

3. Promote integrity across the public and private sectors
4. Reduce corruption in public procurement and grants

5. Improve the business environment globally

o Reduced impact of corruption on trade and investment internationally by securing
strengthened business environments internationally and in selected markets.

«  The UK will support countries to implement the international anti-corruption
standards, especially the OECD Anti-Bribery Convention.

«  Support G20 and G7 policies and principles to tackle corruption.
«  Workin 35 countries to support ‘ease of doing business” and trade facilitation reforms,

including building capacity to increase transparency and legislation (including through
the Prosperity Fund).

o Enhanced international development finance and export finance practices. The CDC
Group and UK Export Finance (UKEF) will lead international best practice, encouraging
similar international institutions to adopt higher integrity standards.

«  Review CDC tax policy annually to make sure it keeps pace with evolving global
standards.

. Establish a dedicated anti-bribery and corruption and due diligence team within UKEF
to review policies and identify areas for improvement.

o Increased investment and UK businesses supported in operating with integrity in
challenging overseas markets.




Strengthen the support that is available to companies.
Improve the awareness and understanding of corruption among UK embassy staff.

6. Work with other countries to combat corruption

o Enhanced international transparency, especially in beneficial ownership, extractives, public
finance and contracting.

Continue to champion the Extractive Industries Transparency Initiative (EITI)
domestically and support developing countries to comply with the EITI Standard.

Support 15 developing countries to make a measurable improvement in their level of
fiscal transparency.

Assist and encourage countries to implement a requirement for beneficial ownership
disclosure in their public procurement, so that they have working systems in place by
2020.

o Reduce levels of corruption in partner countries.

Pilot a strengthened ‘whole of UK government’ strategic approach to anti-corruption
in selected countries.

Develop new practitioner partnerships on institution integrity, sharing the best of the
UK’s professional expertise and strong institutions with developing countries.

Publish and apply our new principles governing compensation to overseas victims of
corruption and other economic crime.

Support the design and initial operations of a Centre of Excellence and Leadership
under the Egmont Group, the global representative body of Financial Intelligence
Units.

o Enhanced action to address corruption in fragile and conflict-affected countries, addressing
the drivers of corruption such as serious and organised crime.

Establish in the UK a Building Integrity Centre of Excellence to help strengthen,
through analysis and research, the understanding of how corruption and organised
crime fuel instability and conflict.

Promote greater defence sector transparency.

Promote stronger capabilities to combat corruption in the defence and security
sectors in five partner countries or regions.

Other strategy commitments

o Improving our understanding of corruption.

The DFID Anti-Corruption Evidence Programme issued new calls for proposals in
December 2017 to develop further research into international corruption.

The International Monetary Fund has used DFID funding to extend its debt, investment
and growth assessments to capture corruption.

o Promoting international standards and partnerships.

Actively engage with the formal reviews of the UK by UNCAC, FATF and The Group of
States against Corruption (GRECO) and follow up on the OECD Phase 4 evaluation of
our implementation of the OECD Anti-Bribery Convention.

Promote the implementation of the United Nations Convention Against Corruption at
country and regional level.




o Behavioural insights
< Support action research in four countries on how behavioural science approaches can
be used to identify and stop corruption in supply chains and public services.
o Supporting civil society

«  Support civil society in developing countries to champion anti-corruption and
accountability issues and to participate in relevant international fora, such as
the United Nations.
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