
Combating Corruption:
A Private Sector Approach

The participation of the private sector in the fight against corruption is key 
to success. The most effective anti-corruption programs engage the private 
sector in institutional reforms that promote competitive markets and good 
governance. The business community can take positive action both in the 
public arena – by advancing legal and regulatory reforms and transparency 
in government – and in the private sector – through improved corporate 
governance, better information, and voluntary standards.
 
This toolkit introduces important concepts, explains how to address the 
underlying causes of corruption, and suggests concrete areas in which the 
private sector can lead governance reform. It includes:

Costs and causes of corruption•	
Stages in the fight against corruption•	
Demand-side and supply-side ways to fight corruption•	
Case studies of anti-corruption programs in Armenia, Bulgaria, and •	
Colombia.
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The Center for International Private Enterprise is one of the four core institutes of the 
National Endowment for Democracy. CIPE has supported more than 1,000 local initiatives 
in over 100 developing countries, involving the private sector in policy advocacy and 
institutional reform, improving governance, and building understanding of market-
based democratic systems. CIPE provides management assistance, practical experience, 
and financial support to local organizations to strengthen their capacity to implement 
democratic and economic reforms. CIPE programs are also supported through the United 
States Agency for International Development. 

The National Endowment for Democracy (NED) is a private, non-profit organization created 
in 1983 to strengthen democratic institutions around the world through nongovernmental 
efforts. The Endowment is governed by an independent, nonpartisan board of directors. 
With its annual congressional appropriation, it makes hundreds of grants each year to 
support prodemocracy groups in Africa, Asia, Central and Eastern Europe, Latin America, 
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non-governmental business association devoted to the promotion of foreign investment, 
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The Colombian Confederation of Chambers of Commerce (Confecámaras) works to achieve 
mutual cooperation between public and private sectors. Confecámaras promotes 
entrepreneurial development and represents common interests of its comprising 
chambers of commerce in both national and international fora.

The U.S. Agency for International Development (USAID) is an independent federal
government agency that receives overall foreign policy guidance from the Secretary of
State. Its work supports long-term and equitable economic growth and advances U.S.
foreign policy objectives by supporting economic growth, agriculture and trade, global
health, democracy, conflict prevention, and humanitarian assistance. It works in close
partnership with private voluntary organizations, indigenous organizations, universities,
American businesses, international agencies, other governments, and other U.S.
government agencies. 
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Introduction

Corruption occurs in all societies, but threatens 
the economic and political fortunes of developing 
countries the most. Bribery, conflicts of interest, and 
illegal deals impose heavy costs on the economy while 
distorting development policies and undermining 
confidence in public institutions.

The Center for International Private Enterprise 
(CIPE) believes that private sector participation in the 
fight against corruption is key to success. Although 
some companies may benefit in the short term from 
corrupt deals, corruption causes most companies 
to suffer in the long term from higher costs, greater 
insecurity, and an inhospitable business climate. 
Companies have good reasons to join this fight and 
can tackle the supply side of the problem in ways that 
governments cannot.

Equally important, CIPE believes that corruption 
must be treated as the product of institutional failures, 
not simply individual moral failings. Building a 
system of strong, balanced institutions is the best way 
to reduce corruption. This means creating a set of 
reliable incentive structures that reward honesty and 
transparency and punish bribery and abuse of public 
office. The private sector can make extremely valuable 
contributions to reforming political and economic 
institutions.

Definition

Broadly defined, corruption is the abuse of 
entrusted power for personal gain. However, three 
specific conditions must apply for an act to be 
considered corrupt:

The arm’s-length principle is violated. The two 1.	
parties in a transaction display bias for working 
with each other that is inconsistent with impartial 
treatment.

The bias, or conflict of interest, must be 2.	
intentional.

There must be some advantage for both parties to 3.	
commit this violation. This advantage need not be 
monetary in nature; it could involve favoritism or 
non-monetary gifts.

Corruption occurs not only in transactions 
between private actors and public officials, but also 
in transactions involving two or more private parties. 
The so-called commission payments by suppliers to a 
company’s procurement staff are a good example of 
private sector violations.

Results from CIPE’s
Anti-corruption Programs

CIPE and its partners have mobilized the 
private sector against corruption and have 
found solutions to the institutional problems 
that cause corruption.

	
Center for the Study of Democracy (CSD), 
Bulgaria

Administrative corruption was slashed in 
half in Bulgaria after CSD and the coalition 
it founded focused national attention on the 
issue.

National Association of Entrepreneurs 
(ANDE), Ecuador

ANDE initiated a judicial review process 
that eliminated 1,310 outdated and 
conflicting laws regarding commercial 
transactions.

Colombian Confederation of Chambers of 
Commerce (Confecamaras), Colombia

Colombia’s new Procurement Law 
incorporated private sector recommendations 
that enhanced competitiveness and 
transparency.

Transparency International and CIPE, 
Argentina

Leading water sector companies, 
managing 80 percent of water distribution 
in Argentina, signed an anti-bribery sector 
agreement based on the Business Principles 
for Countering Bribery.
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Costs of Corruption

Both business and society bear the costs of 
corruption. Here is how:

Resource misallocation.•	  Resources that could 
be put to productive uses are instead devoted 
to corruption. Firms waste time and resources 
on rent-seeking – cultivating relationships with 
officials and spending on bribes. Officials make 
biased investment decisions that do not serve the 
public interest, and taxpayers swallow the cost.

Lower investment.•	  Foreign and domestic 
investors are scared off by unpredictable costs. 
Rampant corruption signals to potential investors 
that the rule of law, and thus property rights, are 
very weak in the country, making an investment 
there a risky proposition. Lower investment 
means lower growth.

Reduction in competition, efficiency, and •	
innovation. Rent seeking means that favored 
companies do not compete on market signals 
alone, while new firms face high barriers to 
entry. Consumers end up paying in terms of 
higher prices, lower quality, and limited product 
offerings.

Unresponsive policies and poor administration.•	  
Lawmakers in corrupt systems use their powers 
to help rent-seekers, not the citizenry as a whole. 
Bureaucrats are not held accountable for their 
performance and actually have incentives to delay 
services in order to extract bribes.

Lower employment.•	  By forcing businesses into 
the informal sector, creating barriers to entry, and 
increasing the costs of doing business, corruption 
essentially reduces private sector employment, 
because firms are less likely to grow. Small 
businesses are hit especially hard.

Exacerbated poverty.•	  Corruption lowers the 
income potential of the poor because there are 
fewer private sector opportunities. It also limits 
their access to quality public services such as 
healthcare and education.

Mechanisms

In CIPE’s view, corruption is structured like any 
other economic transaction in the marketplace, and 
obeys the laws of supply and demand. The demand for 
corruption, or graft, is determined by the willingness 
on the part of a provider to provide the proscribed 
services at a specific cost. The supply of corruption is 
determined by the willingness of the recipient to part 
with money or non-monetary gifts in exchange for 
receiving these services. The two functions intersect at 
a given price that serves as a valuation of the proscribed 
services. Comprehensive solutions address both the 
demand side and the supply side.

Businesses pay bribes for a variety of reasons. 
Typically, they are faced with inefficiencies – red tape, 
for example – and seek to expedite what would otherwise 
be legal services. Once bribery becomes widespread, 
it becomes difficult for individual businesses to stand 
up to the problem; they rightly fear that they cannot 
win on their merits alone in unfair competition. In 
many countries, government inspectors illegally extort 
extra payments from businesses. Thus, businesses are 
both victims of corruption and participants in it. 
How can this harmful cycle be broken? Institutional 
solutions that promote fair market competition and 
accountability make it easier for the average business 
to compete cleanly and prosper.

Causes of Corruption

Corruption has multiple roots, but generally can 
be attributed to the poor design of institutions. Some 
of the deepest roots include:

Unclear, complex, and frequently changing laws •	
and regulations. When laws are contradictory 
or require heavy interpretation, the discretionary 
power of officials is amplified, increasing the 
risk that they will make arbitrary, self-serving 
decisions. When laws are unpredictable, 
entrepreneurs do not know their rights and 
obligations, so they cannot comply fully nor 
defend themselves against illegal inspections. 
Corruption then becomes a means to circumvent 
inefficiency and arbitrary official actions.
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Lack of transparency and accountability.•	  When 
deals are made behind closed doors, it becomes 
impossible to assess the criteria behind decisions, 
whether they serve the public interest and 
respect the law. If violators on both the public 
and private sides conceal their transactions, they 
escape being held accountable.

Lack of competition.•	  Companies producing 
in a monopolistic or cartel-dominated market 
have strong incentives to win government 
favor for their narrow interests, especially if the 
government mandates monopolies. Such an 
environment engenders rent-seeking behavior 
and inefficiency. A lack of political competition 
compounds the problem by eliminating 
accountability.

Low public sector wages.•	  When officials cannot 
meet what they perceive as their daily needs 
through their salaries, they resort to corruption 
to supplement their income. Simply raising 
the wages of officials, however, will not curb 
corruption so long as opportunities to abuse the 
system persist.

Inadequate, inconsistent, and unfair •	
enforcement of laws and regulations. Even if 
laws to combat corruption are on the books, 
lax enforcement can invite abuse. A weak 
justice system, low penalties, and high costs of 
compliance will render laws ineffective. 

Stages in the Fight against Corruption

Successful anti-corruption efforts are undertaken 
with a comprehensive strategy. The strategy must 
reflect a country’s own circumstances. In general, here 
are the steps that must be taken:

Break the taboo against discussing corruption. •	
Dispel the myths that sustain corruption, such 
as the myth that corruption is inseparable from 
tradition and culture. Explain the corruption’s 
negative effects on business performance and 
society.

Demonstrate how corruption occurs.•	  Identify 
the root sources, the points where corruption 
is most likely to occur, and the mechanisms by 
which it occurs.

Legal Simplification in Ecuador
The National Association of Entrepreneurs (ANDE) initiated reform in 2000 to change the direction 

of business and institute “clean” practices. The ANDE studies showed that there are over 92,250 
legal norms with overlapping, unclear, and contradictory laws, which are left to the discretion of 
government officials for implementation. Because Ecuador is legally a civil code country, the courts 
have not been able to reconcile the law or create precedents. ANDE recommended creating a seven-
member judicial commission empowered to codify and reconcile law and to draft and executive 
decree to eliminate overlapping and duplicative regulations from the records. The Commission for 
Legislation and Codification has since been appointed in the National Congress and works to ensure 
that future laws are consistent with the Constitution.

Despite the political turmoil that plagues relations between the private sector and government 
in Ecuador, ANDE has been able to eliminate approximately 1,310 outdated or conflicting laws 
regarding commercial transactions. More important, perhaps, was the clear enunciation of the 
guiding principles underlying the legal simplification effort, including the importance of creating 
and maintaining juridical security; the primacy of the Constitution as the basis for the validity 
of subsequent rules, norms, and decrees; consistency across executive branch agencies in their 
rule-making; and better transparency and accountability for the decisions reached by public 
sector officials. ANDE continues to work with the Chamber of Commerce of Quito to pressure the 
government to adopt legislation that would eliminate still more conflicting laws now on the books.
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Transparency International’s Business Principles for Countering Bribery
Transparency International and Social Accountability International developed the Business Principles 

as a private sector tool to combat bribery. Prior to the Business Principles, there was no standard 
framework specifically addressing principles and practices for combating corruption in the private 
sector. CIPE provided a crucial link to business organizations around the world with the capacity to 
widen the impact of the principles.

CIPE and Transparency International promoted the Business Principles for Countering Bribery 
in seven countries and raised awareness of anti-bribery standards in the business community. Now 
the principles have been accepted as part of the 10th principle of the U.N. Global Compact on anti-
corruption. The Business Principles have been used as a basis for the anti-bribery principles developed 
by the Partnering against Corruption Initiative (PACI) convened by the World Economic Forum. The 
principles have further been used in the development of corruption criteria for the global investment 
index FTSE4Good, produced by the Financial Times and the London Stock Exchange.

The Business Principles for Countering Bribery
 The enterprise shall prohibit bribery in any form whether direct or indirect
 The enterprise shall commit to implementation of a Programme to counter bribery

Aims
Provide a framework for good business practices and risk management strategies for countering 

bribery. Assist enterprises to:

eliminate bribery;a.	
demonstrate their commitment to countering bribery;b.	
make a positive contribution to improving business standards of integrity, transparency and c.	
accountability wherever they operate.

Development of a Programme for Countering Bribery
An enterprise should develop a Programme reflecting its size, business sector, potential risks and •	
locations of operation, which should, clearly and in reasonable detail, articulate values, policies and 
procedures to be used to prevent bribery from occurring in all activities under its effective control.

The Programme should be consistent with all laws relevant to countering bribery in all the •	
jurisdictions in which the enterprise operates, particularly laws that are directly relevant to specific 
business practices.

The enterprise should develop the Programme in consultation with employees, trade unions or other •	
employee representative bodies.

The enterprise should ensure that it is informed of all matters material to the eff ective development •	
of the Programme by communicating with relevant interested parties.

The full text of the Business Principles is available at
www.transparency.org/global_priorities/private_sector/business_principles

Scope of the Programme
Bribes•	
Facilitation Payments•	
Political Contributions•	
Gifts, Hospitality, and Expenses•	
Charitable Contributions and Sponsorships•	

Programme Implementation Requirements
Organization and Responsibilities•	
Raising Concerns and Seeking Guidance•	
Business Relationships•	
Communication•	
Human Resources•	
Internal Control and Audit•	
Training•	
Monitoring and Review•	
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Mobilize key constituencies and build anti-•	
corruption coalitions. Promote a healthy dialogue 
between the private sector and government to 
ensure that policies designed to curb corruption 
address the real needs of the business community.

Prepare action plans with specific anti-•	
corruption policies. Focus on a well-defined area 
to concentrate public attention and demonstrate 
the possibility of success.

Implement anti-corruption policies.•	  Business 
should lead by example in promoting transparent 
relationships with authorities and adopting 
internal controls in operations. Voluntary 
standards are a means to disseminate good 
practice. On the other side of the balance, the 
government should be monitored and held 
accountable for policy implementation and 
enforcement.

Ways to Fight Corruption

Effective ways to address the problem can be 
found on the demand side as well as the supply side. 
Measures on both sides aim at correcting institutional 
weaknesses and harmful incentives. Be sure to focus 
on the underlying causes.

Demand-side measures (public sector):

Streamline laws and regulations.•	  Eliminate or 
reconcile duplicative and conflicting commercial 
laws in order to reduce barriers to doing business 
along with incentives to pay bribes. One 
method is to grant independent commissions of 
judges the authority to reconcile or strike down 
inconsistencies. Business associations and think 
tanks, too, can create inventories of legal barriers 
and duplicative regulations that need to be 
changed on a priority basis.

Establish sound procurement codes.•	  For the 
sake of integrity in public contracting and fair 
competition, transparency must be built into 
procurement. Procurement codes should require 
open bidding and tenders. Bids should be open 

to public scrutiny, and civil society should 
participate in monitoring procurement processes.

Integrate the informal sector into the •	
mainstream economy. Large informal economies 
emerge when conflicting laws and regulations 
make compliance impossible, particularly for 
small firms. Informal firms can be brought 
into the mainstream by lowering the barriers 
to starting and operating a formal business, for 
instance, by streamlining business registration 
procedures. Another approach is to exempt small 
firms from certain regulatory requirements.

Simplify tax codes.•	  Simplifying tax codes 
reduces corruption in two ways: by limiting the 
ability of officials to use discretion in applying 
tax regulations, and by reducing tax evasion 
(increasing tax compliance) through lowering 
taxes. This is also a good route to reducing the 
shadow economy.

Introduce civil service reforms.•	  A living wage 
for civil servants that is competitive with 
private sector salaries reduces the demand for 
extra payments. At the same time, professional 
standards, training, and performance monitoring 
should be implemented. The authority of 
inspectors should be carefully defined so 
inspectors do not overstep their bounds.

Promote clear rules on conflict of interest for the •	
public sector. In many countries, it is still possible 
for government officials to hold additional 
paying positions in private or state firms, or to 
accept consulting fees from private firms. At a 
minimum, such relationships should be disclosed 
and the officials barred from making decisions 
affecting those firms. In addition, officials should 
be restricted from moving into positions in firms 
doing business with the ministries or agencies 
with which the officials serve.

Supply-side measures (private sector):

Institute better standards for corporate •	
transparency and accountability. By making 
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companies transparent and holding corporate 
decision-makers accountable for their actions, 
corporate governance makes it hard for 
companies to furnish bribes. The practice of good 
corporate governance ensures that managers act 
in the interest of a company, board members 
exercise good judgment, investors receive timely 
and relevant information, and decisions are made 
in consultation with stakeholders. It also breaks 
the hold of vested interests that inhibit the proper 
functioning of markets and democratic political 
institutions.

Standardize accounting and auditing standards.•	  
Internationally accepted accounting standards 
facilitate comparisons by investors, thus 
increasing transparency and confidence. Auditing 
standards should call for internal company audit 
functions and the inclusion of outside directors 
on audit committees.

Engage civil society.•	  Involving think tanks, 
business associations, and other non-
governmental organizations in the reform process 
is vital to spreading understanding of the costs 
of corruption and building demand for change. 
These are key players in promoting accountability 
in both the public and private sectors.

Expand access to information.•	  Frequent changes 
in regulation and opaque procedures often 
force business owners to resort to corruption 
as a survival strategy. Improving business 
access to regulatory information and educating 
entrepreneurs on their responsibilities and 
rights can help entrepreneurs comply with the 

law and say “no” to extortionate demands from 
bureaucrats.

Promote independent media.•	  Economic 
journalism training equips journalists with 
tools of analysis to detect fraud and corruption. 
Journalists can be a major deterrent to 
corruption, especially in privatization programs 
and in government procurement. Freedom of 
information laws should be strengthened to help 
the media in their watchdog role.

Adopt voluntary standards.•	  Voluntary standards 
are an excellent means to communicate 
appropriate practices throughout the private 
sector and coordinate the private sector response 
to corruption. The Business Principles for 
Countering Bribery are a leading standard 
developed by Transparency International and 
Social Accountability International with the 
support of CIPE.

_________________________________________
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Case One: Fighting Corruption 
through Tax Reform

At a glance
The Association for Foreign Investment and Cooperation (AFIC) •	
established a participatory policy dialogue on the issue of tax reform as a 
means for fighting corruption in Armenia.

Armenia’s National Assembly adopted legislative reforms recommended by •	
AFIC, which reduced the amount of time needed for businesses to complete 
their taxes.

The reforms lowered tax-related business costs by 12 to 15 percent and •	
reduced the attractiveness of facilitation payments.

October 1, 2010

Ngozika Amalu
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Introduction

After the fall of the Soviet Union, a lack of 
transparency and accountability in the Armenian fiscal 
system, together with unclear and duplicative terms 
of taxation, allowed officials to manipulate the system 
while placing businesses in constant violation of 
ambiguous laws. Abuse of tax laws in Armenia seriously 
impaired the business and investment environment and 
stalled the democratic process. In 2006, the Association 
for Foreign Investment and Cooperation (AFIC) 
partnered with the Center for International Private 
Enterprise (CIPE) to combat corruption through 
increased advocacy and public and private sector 
cooperation on tax reform. AFIC initiated a research 
and advocacy program that increased democratic 
dialogue between the government and civil society, 
resulting in reforms to tax laws that had enabled the 
perpetuation of corrupt practices. AFIC initiated the 
adoption of a new unified Tax Code and successfully 
advocated for reforms to eliminate opportunities for 
corruption, thereby lowering tax-related business costs 
by 12 to 15 percent. 

Identifying the Taxation Problem

AFIC conducted a thorough analytical study in 
order to identify specific inefficiencies within the tax 
system that gave rise to corruption. Using CIPE models, 
AFIC carried out an anonymous survey among 205 
entrepreneurs and business associations. The survey 
helped to identify loopholes within the tax system, 
while analysts researched existing anti-corruption and 
taxation studies from within CIPE’s network of think 
tanks. Ambiguous legislation and frequently changing 
laws, as well as unnecessary bureaucracy were two of 
the major problems highlighted by the study.

AFIC established a coalition of business 
associations, chambers of commerce, and NGOs to be 
the main engine of advocacy and awareness building 
for anti-corruption and fiscal reform. The coalition 
synthesized the findings of the survey into concrete 
policy recommendations, then advocated for these 
reforms through meetings with legislators, tax officials, 
business associations, and NGOs. In the first year of 

the program, the coalition held five public-private 
roundtables with 106 participants. In this way AFIC 
established a participatory policy dialogue on the issue 
of tax reform as a means for fighting corruption.

Promoting Fair Taxation

In order to maintain the momentum of public 
and political support, AFIC ensured a steady flow 
of information to taxpayers on reforms and project 
results. In addition to circulating two publications 
– Recommendations for 
Armenian Tax Reform and 
a Tax Mini-Manual – AFIC 
created a webpage in both 
Armenian and English where 
it posted information on tax 
policy, and invited experts and 
policymakers to comment and 
make suggestions for reform.

Through targeted 
legislative amendments, the 
project had a remarkable 
impact on the creation of a 
new tax system to combat corruption. In August 2008, 
Armenia’s National Assembly adopted a legislative 
reform package that included recommendations from 
AFIC; among these was an amendment to the Law 
on Simplified Tax. Under the previous simplified tax 
law, large businesses were able to misrepresent their 
annual revenues in order to qualify for lower taxes. 
AFIC’s recommended revisions to this law restricted 
the ability of large businesses to manipulate the tax 
system, and simultaneously promoted the growth of 
small and medium enterprises that need and benefit 
from tax breaks. Other amendments approved by the 
National Assembly allowed businesses to mail in their 
tax information, and another created a modernized, 
computer-based system through which tax documents 
can be filed and processed. Together, these aimed 
to shrink the opportunity for bribe-seeking by 
diminishing the need for face-to-face interaction 
between businesses and tax authorities. All of these 
reforms reduced bureaucracy and the amount of time 
needed for businesses to complete their taxes, thus also 
reducing the attractiveness of corruption as a means to 

AFIC 
successfully 
advocated 
for reforms 
to eliminate 
opportunities 
for corruption, 
thereby lowering 
tax-related 
business costs 
by 12 to 15 
percent.
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expedite tax procedures. According to AFIC’s survey 
of entrepreneurs, these tax reforms lowered tax-related 
business costs by 12 to 15 percent; this reduction in 
costs was seen primarily through lower demands for 
facilitation payments. 

 AFIC’s approach highlighted how combating 
corruption requires attention to the underlying 
causes that produce incentives and opportunities 
for corruption. In the case of Armenia, poor fiscal 
policy created both the supply and the demand for 
corruption. By making fiscal reform the issue, AFIC 
simultaneously addressed the supply and demand sides 
of the problem and tackled a fundamental source of 
mistrust in public institutions. At its core, the unified 
Tax Code eliminated bureaucracy and opportunities 
for wide discretion in tax administration, thus creating 
fewer occasions for tax officials to demand bribes, and 
fewer incentives for businesses to supply bribes as a 
means of expediting procedures. AFIC’s experience also 
highlighted the need for wide private sector support 
in order to dismantle systemic corruption. “Quite 
an interesting atmosphere of cooperation of business 
associations and business support organizations with 
state government bodies has already formed,” said 
AFIC Deputy Chairman Gagik Poghossian, “and I 
hope that this cooperation will be lasting.”

______________________________________

Sources

Gagik Poghossian, “Reform of the Tax System: Armenia’s New 
Anti-   corruption Tool,” Economic Reform Feature Service (January 
30, 2009).

Samvel Sargsian, “Tax Reforms in Armenia Are Aimed at 
Developing SME,” Noyan Tapan Highlights (September 29, 
2008).

CIPE’s programs with AFIC were funded by the National Endowment for Democracy.  This case study was first published 
in CIPE’s 2010 book, Strategies for Policy Reform, Volume 2: Engaging Entrepreneurs in Democratic Governance.





At a glance
By•	  building a coalition of public and private stakeholders, the Center for the 
Study of Democracy (CSD) brought anti-corruption efforts to the forefront 
of the policy agenda.

Coalition 2000 initiated an annual action plan inspired by CSD’s approach •	
to regulatory reform and better governance. The coalition’s action plan 
became a primary influence on the first National Anti-corruption Strategy. 

Administrative corruption in Bulgaria was slashed to half its 1998 level.•	

Case Two: Building
a Coalition against Corruption

January 31, 2008

Nafisul Islam
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Introduction

Bulgaria’s transition to democracy and a market 
economy in the 1990s was severely constrained 
by corruption. As state resources were privatized, 
institutional weaknesses left openings for corruption 
and allowed the influence of former communist 
nomenklatura and organized crime. Corruption reached 
every sphere of life and weakened public confidence in 
democracy. According to a survey by the Center for 
the Study of Democracy (CSD), 57 percent of adult 
Bulgarians believed that politicians were primarily 
interested in securing special privileges for themselves 
and their friends. Eighty-six percent of the survey 
respondents believed they had to bribe doctors in order 
to receive medical services.

CSD, a Bulgarian public policy institute, looked 
to curb corruption through initiatives in certain key 
areas. Among their strategies were promoting corporate 
governance, engaging private businesses in anti-
corruption efforts, and advocating for institutional 
reform in the privatization process. CSD had partnered 
with the Center for International Private Enterprise 
(CIPE) in policy advocacy and public-private 
partnership initiatives since the early 1990s, including 
the development of a pilot anti-corruption campaign. 
The success of those initiatives prepared CSD to lead the 
establishment of an anti-corruption group, Coalition 
2000.

In 1997 CIPE provided CSD with the seed money 
to establish this coalition, which aimed to create a 
cooperative platform of public and private institutions. 
This all-inclusive platform combined the input and 
efforts of various stakeholders irrespective of their 
political or institutional affiliation. Since its inception, 
Coalition 2000 has been the most prominent example 
of a public-private partnership in the area of anti-
corruption in Southeastern Europe.

Structuring a Solid Foundation

The institutional structure of Coalition 2000 
was designed to ensure transparency, efficient 
implementation, and optimum partnership between 
stakeholders. The three major bodies of the coalition 
are the policy forum, the steering committee, and the 
secretariat. 

The policy forum is perhaps the most important 
element of Coalition 2000. The forum comprises around 
100 prominent representatives from state institutions, 
non-governmental institutions, and international 
partners. The forum convenes once a year to review 
progress and set guidelines for future work. These 
meetings work toward building political and social 
consensus between public 
and private institutions 
on the implementation 
of the larger initiative. 
The steering committee is 
charged with coordinating 
the activities and output 
of the coalition. This 
committee is composed of 
representatives from both 
the public and private 
sectors, including senior 
government officials, 
members of parliament, 
senior judges, trade union 
leaders, and business 
representatives. The 
secretariat is responsible 
for providing day-to-day operational management for 
the coalition’s programs and activities. The secretariat 
also surveys developments and initiatives – both locally 
and internationally – in the field of anti-corruption 
and informs the steering committee of these trends. 
Together, the three bodies oversee the activities of 
Coalition 2000. 

Creating a Plan for Action

The Anti-corruption Action Plan for Bulgaria was 
one of the first initiatives of Coalition 2000.  The plan’s 
goal was to reform the design and implementation 
of anti-corruption policies in Bulgaria. It laid out a 
detailed explanation of the coalition’s approach to 
reform: creating a favorable institutional and legal 
environment, increasing transparency, enhancing civic 
control, and changing public perceptions. The plan was 
a cooperative effort from the beginning. 

The government no 
longer denies that 
corruption exists and 
is implementing an 
active strategy against 
it. Administrative 
corruption has been 
slashed to half its 
1998 level. CSD’s 
Corruption Monitoring 
System demonstrated 
that corruption can 
be measured and 
that measurement is 
crucial to developing 
successful solutions.
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Key stakeholders – including government ministers, 
foreign ambassadors, heads of NGOs, and members of 
inter-governmental organizations – participated in the 
draft preparation of the plan before it was endorsed by 
the policy forum in November 1998. The Action Plan 
is assessed and revised annually to include any changes 
in the strategy or policies of the coalition.

The policy agenda set by the Action Plan allowed 
the coalition to comprehensively address policy areas 
most vulnerable to corruption. It outlined steps to 
reform public administration, the judicial system, 
the privatization process, and regulation of private 
enterprise. Antonio Vigilante, Resident Coordinator 
of the United Nations in Sofia, described the Action 
Plan as “more than an anti-corruption plan; this is a 
plan for good governance as well.”

Regulatory regimes were identified as one of the 
primary causes of the high incidence of corruption 
between businesses and government. CSD’s main 
initiatives against corruption aimed to make licenses, 
permits, and registrations fewer in number and easier 
to obtain. CSD’s advocacy work on legislative reform 
in the field of privatization, supported by CIPE, was 
instrumental to the success of the regulatory reforms 
in the 1998 Action Plan.

Cutting Corruption, Monitoring Progress

One notable achievement of the coalition has 
been bringing anti-corruption to the forefront of the 
policy agenda. There had been virtually no discussion 
in Bulgaria about this issue prior to CSD’s work. 
Due to CSD’s activism in this area, the public is now 
less tolerant of rent seeking and demands increased 
accountability from public officials. This widespread 
awareness and vigilance largely explains why 
administrative corruption has been slashed to half its 
1998 level. 

Measuring corruption, through CSD’s Corruption 
Monitoring System (CMS), was an important method 
the coalition used to raise awareness. The system 
is a set of quantitative and qualitative monitoring 
instruments designed to generate information about 
the scope and dynamics of corruption. The CMS 

also measures related perceptions about corruption 
among the public, public sector officials, and other 
professional groups. The system’s main product is 
the Coalition 2000 Corruption Index (CI), which 
summarizes the general dimensions of corruption 
and corrupt behavior, and is published on a quarterly 
basis. The qualitative and quantitative surveys of the 
CMS have confirmed that political elites as well as the 
public recognize corruption as a major impediment to 
democratic and free market systems.

Anti-corruption is now a strategic concern of 
the Government of Bulgaria. The government’s first 
comprehensive anti-corruption document – the 
National Anti-corruption Strategy – was prepared 
with the active participation of Coalition 2000 and 
was largely based on the 1998 Action Plan. In early 
2006, CSD was the primary institutional participant 
in drafting the government’s three-year anti-corruption 
strategy, which called for a comprehensive mix of 
prevention and enforcement. The national strategy 
also led to the development of a system of indicators to 
monitor progress and actual impact, based on CSD’s 
monitoring system.

Coalition 2000 was a strong proponent of the 
institution of the ombudsman, now accepted as a key 
element of a transparent governance mechanism.  Since 
the election of Bulgaria’s first ombudsman in April 
2005, this office has investigated a significant share 
of complaints received. Within the first year and a 
half, the ombudsman received nearly 2,500 individual 
complaints and alerts. In almost 97 percent of the cases, 
the ombudsman took action regarding the specified 
matter. Most complaints referred to property issues 
such as land restitution, but there were considerable 
numbers of complaints pertaining to social issues, 
public services, and administrative services.

Coalition 2000 has made great strides in establishing 
the fight against corruption as a mainstream concern 
on the policy agenda, and in evaluating its progress. 
Today, government in Bulgaria no longer denies 
that corruption exists, and is implementing an 
active strategy against it. The public, once accepting 
corruption as a matter of fact, is now verifiably less 
tolerant, demanding increased accountability in public 
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service. CSD’s Corruption Monitoring System has 
demonstrated that corruption can be measured and 
that measurement is crucial to developing successful 
solutions. 
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Introduction

Drug trafficking and terrorism are often portrayed 
as the most severe threats to Colombia’s economic and 
political progress. But in a survey conducted by the 
Colombian Confederation of Chambers of Commerce 
(Confecámaras) and the Corona Foundation, more 
than 37 percent of Colombians identified corruption as 
the country’s main problem. Confecámaras pioneered 
the Probidad (“integrity”) project in late 1999 to fight 
corruption in the public sector and change the culture 
of business in Colombia. The goal of the project, a 
multi-faceted private sector initiative supported by the 
Center for International Private Enterprise (CIPE), was 
to promote business ethics and develop a transparent 
business culture. It also sought to respond to pervasive 
corruption by forming legal and regulatory foundations 
for ethical business.

The private sector had always played a minor to 
insignificant role in challenging Colombia’s pervasive 
corruption, mainly due to a fear of political retribution.
Confecámaras became the first private sector 
organization to undertake a dedicated anti-corruption 
campaign in Colombia; because of its initiative there 
is today a greater awareness of corruption and its 
relationship to the private sector. 

CIPE encouraged Confecámaras to drive a policy 
advocacy campaign that would engage both the 
public and private sectors on the issue and create a 
better environment for ethical business. When the 
Probidad project was initiated, a substantial portion 
of Colombia’s government resources were distributed 
through public contracts. The absence of transparent 
rules and regulations in the procurement process 
created opportunities for widespread corruption. These 
circumstances spurred the Probidad project to work 
toward curbing corruption with a particular focus on 
restructuring the procurement process.

Confecámaras began its initiative by conducting 
three anonymous surveys on corruption that included 
more than 1,500 respondents in 15 cities in Colombia. 
The surveys helped gauge the perceptions of 
businesspeople concerning the local procurement 
processes. The anonymous format of the surveys 

allowed respondents to comfortably engage in open 
discussion on businesses’ initiation of and participation 
in corruption. The results suggested that the timing 
was right for reform and that it could be eff ectively 
initiated by the private sector. Although the majority 
of the business leaders participating in the survey 
acknowledged their involvement in unethical business 
practices, 62 percent said that they were ready to accept 
the costs of committing to higher ethical standards. 
The surveys served as a platform from which other 
anti-corruption initiatives were launched.

From Surveys to Results

Confecámaras took the lead in developing five key 
frameworks for its two primary objectives: combating 
corruption in general and addressing procurement 
problems specifically. One of these frameworks 
was the development of Transparency Pacts in early 
2003, just before the 
democratic elections for 
governors and mayors. 
The Presidential Program 
against Corruption invited 
Confecámaras to participate 
as a strategically in the 
development of these pacts. 
The initiative aimed to 
solidify political candidates’ 
public commitment to 
transparency. It resulted in 
a total of 77 elected mayors 
and governors committing 
to transparent practices. To complement this process, 
Confecámaras mobilized citizen organizations to form 
follow-up committees that would gauge compliance 
with the Transparency Pact after the elections. 

Not long after the Transparency Pacts project, 
Confecámaras developed the Ethical Code of Conduct, 
a voluntary measure to promote higher standards 
of integrity in business transactions and to provide 
protection for firms that are subjected to extortion 
attempts. For its pilot program in November 2003, 
Confecámaras selected 10 small- and medium-sized 
enterprises (SMEs) in Bogota that had subscribed to the 
code. This pilot program evaluated the effectiveness 

It is now mandatory
for all government
agencies to adhere
to new guidelines
for enhancing
competitiveness and
transparency in the
procurement process.
The private sector
has become actively
engaged in anti-
corruption.
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of the code and incorporated the findings in a revised 
version. In 2005, Confecámaras published the “Guide 
for Ethical Management of SMEs,” and followed up 
with workshops in six cities to promote the guide and 
explain how ethics could be a competitive tool for 
businesses. In all, 1,855 businesspeople subscribed to 
the code and its principles.

Confecámaras was also successful in developing 
public-private partnerships at the local level. In the 
city of Manizales, the municipal government made 
Integrity Pacts mandatory for most large-scale public 
bids. The city’s new process included an oversight 
committee comprising participating public sector 
businesses and agencies, local chamber of commerce 
representatives, and Probidad project staff . The 
committee evaluated the procurement process and 
disclosed any falsified contracts. This process greatly 
increased the levels of transparency in Manizales’ 
public procurement system. During the project, 12 
Integrity Pacts were signed between the municipality 
of Manizales and the governor’s office. The initiative 
was well-received by local business leaders, who aided 
in revising the procurement process at the same time as 
making private-public partnerships more transparent.

Probidad advocated at the national level for legislative 
reform toward transparency in the procurement 
process. In 2002, the Colombian Government began 
investigating ways to strengthen and improve the 
procurement process and to create a new procurement 
law. Confecámaras was invited to participate in a series 
of meetings along with other experts on procurement 
law. As a result of this process, in September 2002 the 
government promulgated Decree No. 2170, which 
established new rules for the prevention of corruption 
in the public procurement process. The decree included 
five business community recommendations gathered 
by Confecámaras. All five of these recommendations 

were incorporated as mandatory requirements in the 
decree. They addressed the need to publicize the terms 
of reference of each public bid, expand public awareness, 
encourage the participation of civil society, ensure 
objective selection on direct purchases, and strengthen 
electronic contracting procedures. The decree made it 
mandatory for all government agencies to adhere to 
the new guidelines for enhancing competitiveness and 
transparency in the procurement process.

Creating Sustainable Foundations

Confecámaras and its Probidad project led the way 
in developing frameworks for combating corruption 
and introducing higher ethical standards into the 
procurement process. Its reputation is now well known 
in many arenas. Recently, Confecámaras was a leading 
advocate for the reform of Colombia’s Procurement 
Law No. 80, expected to pass in 2007. The reforms 
were modeled after the Probidad project’s surveys 
on corruption. Almost all congressional debates on 
the Procurement Law made reference to research 
and recommendations produced by Confecámaras; 
additionally, Confecámaras created key alliances 
with other private sector actors in support of the 
legislative changes. The most important changes that 
were approved included the elimination of automatic 
concessions and the promotion and strengthening of 
local SME participation in public bids.

The most far-reaching impact of Probidad has 
been its success in actively engaging the private sector 
in anti-corruption initiatives. The Probidad program 
generated a new relationship between the public and 
private sectors and introduced a new, more systematic 
understanding of corruption and ethics into Colombian 
society. Its code of conduct is regarded as the backbone 
of strategies to encourage business ethics and promote 
a new class of business leadership in Colombia.

CIPE’s programs with Confecámaras were funded by the National Endowment for Democracy.  This case study 
was first published in CIPE’s 2007 book, Strategies for Policy Reform: Experiences from Around the World.


