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I. Donor policies, codes 
and regulations in 
fighting corruption
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Some Milestones

Preventing corruption in donor-supported 
projects
Over the past ten years, the recognition of corruption as a 

major obstacle to development programming has led many 

donors -bilateral, multi-laterals and international 

organizations -to develop a range of policies, codes and 

regulations.( www.transparency.org/global_priorities/aid_corruption/ )
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Placing donors in a role that supports 
developing countries’ own efforts to deal with 
corruption…. Greater emphasis to the overall enabling 

environment of development, recognizing that the 

practices of donors and internal policies of donors can 

stimulate or limit corruption within programs and 

countries more generally. 

Continuing discussion on aid effectiveness. With 

on average 350 donor missions (EU) per year in each 

developing country there is a urgent need for more 

effective division of labour and a up take of accountability 

standards.
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DGIS’ policy, objective and 
strategy in fighting 

corruption
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Policy principles

�Good governance 
�The poor
�Human rights
�Good business climate
�Sustainability

�Improve quality and 
effectiveness of aid

�Protect reputation
�Enabling environment

Objectives

Capacity 
Building 

Reduce 
Corruption 

Integrity 
Code of 
conduct
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II. Identifying risks
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Risks  in projects, programs, budget and sector 
programs….

Development risks

Fiduciary risks

Reputation risks

…resources are not used for the intended purposes or in 

cost-efficient way or not properly accounted for …20% to 

70% of resources in the water sector could be saved if

transparency were optimized and corruption eliminated…. 

effectiveness would increase.
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Highest risks activities for corruption in 
the water service cycle

Identification & 

formulation

Procurement  

+ tendering

Implementation

Sustainability 

(O & M)

Evaluation
Water Service 

cycle
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Examples of corrupt interactions in the WASH 
sector

lack of monitoring: fear 

of “scandal”

Collusion in 

contract bids

Tendering kick-

backs

Contract kick-

back

Conceal sub-

standard work

Contractors

Funding poorly designed 

schemes + activities not 

reflecting best practice.

Tendering 

kickbacks and 

free services 

Collusion/kickba

cks to senior 

politicians 

Payments for 

transfers, 

promotions, 

appointments.

Kickbacks for 

connections or to 

avoid 

disconnections, 

avoid payments

Elected 
(and 
unelected 
officials)

Collusion in approving 

inferior projects, and in 

not investigating 

corruption; pressure to 

spend money.

Kickbacks for 

tenders, 

collusion 

substandard 

construction 

and under-

performance in 

contracts.

Collusion in 

selection + 

approval of 

plans/schemes.

Kickbacks. 

Payments for 

appointments.

Collusion in 

tendering 

Concealing sub-

standard work.

Payments for 

promotions, 

transfers.

Speed money for 

faster 

maintenance, for

connections, 

repairs. 

Kickbacks for 

non-payment.

Professional 
engineering 
staff.
Agency 
managers.

Collusion 

concealing 

substandard 

work.

Payments for job 

placement, 

promotions,

Bribes to falsify 

meter reading, 

conceal illegal 

connections. 

Failure to do 

assigned work.

Over-charging. 

Technical 
staff

ESAs, donors, 
central 
governments 

ContractorsElected (and 
unelected) 
leaders

Professional 
engineering 
staff. Agency 
managers

Customers
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III. Mitigating strategies 
and tools
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Mitigating
tools

Mitigation: Reducing the potential for corruption, 
in extent, frequency and costs

Transparency Accountability
 + 

participation Accurate, simple and clear 

information on programme 

decisions, approvals, subsidies, 

fund flows, tendering etc.

Tools e.g. socio-economic 

mapping  for planning;  known 

financial flows; open tendering.

Responsibility
 and performance 

risk
s are shared by sta

keholders. 

Tools e
.g., p

ublic assessm
ent 

groups; a
nd complaint sy

stems.

Annual audits on time, 
physical and social audits, 
mid-term reviews, and ISO studies 

Audits, safeguards 
and contractual clauses
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� General
� Further strengthen clauses for good governance in donor templates for  

proposals and contracts; Capacity Building: Compulsory training for staff 

and partners on transparent and accountable programmes; Collaboration: 

Donors and partner governments jointly explore entry points for 

transparency and accountability and harmonize their procedures and 

requirements; Independent oversight: Provide separate funding for  

independent monitoring groups, including the involvement of civil society 

groups; Involvement of Water Integrity Network (WIN) – Embassies and  

grant holders link to national WIN groups who have a role in water; 

Rewarding of transparent projects; Zero tolerance policy  

towards corruption.

What’s new – what  can donors, embassies and their 
consultants do?
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� Design and planning phase
�A one-page advice on what should be included in project documents  

about corruption, transparency and good governance; clear 

requirements for preparation of proposals; partners commit themselves

to donors Code of Conduct via contractual clauses; Project design and 

appraisal is participatory: E.g. project documents are public accessible;
independent environmental impact assessments have to be carried out; 

The qualification and experience of a project executing agency are 

subject to a stringent review. Agencies must have an anti-corruption 

track-record.

What’s new – what  can donors, embassies and their 
consultants do?
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� Procurement
� International: Include ISO 14000 (environment) in Model Selection      

Guidelines for international procurement; 

� National: Assess jointly with other donors national procurement systems;

Harmonize  approach towards the use of country procurement system.

� Sub-national: Require open tendering and publication of    

tender selection;  Support (financial and capacity building) local skilled

monitoring bodies (society groups and/or WIN national groups ); capacity 

development support for partners;

� General: White or black list for bidding companies and suppliers; Delay 

payment in case of suspected malpractice; Corruption clause in 

procurement guidelines; 

What’s new – what  can donors, embassies and their 
consultants do? 
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� Implementation
�Apply known tools for transparent tendering and procurement systems 

to the water sector; facilitate mutual accountability in implementation 

(staff rotation for project managers, the four eyes principle, the principle 

of two signatories, written documentation of main decisions).Independent

audits (financial, physical, social); mid–term reviews deal with tracking 

finance; seeking evidence on who is actually served, functionality and 

reliability;  Embassies do not release funds in response to bad or late

audits; Time-bound warranties in implementation contracts; Harmonize 

financial reporting and auditing;

� Sustainability (O&M)
�Time bound warranties and contractual liability clauses in contracts for 

operation, maintenance, repairs etc. - Embassies and their consultants 

review terms of major contracts; Sustainability clause (see Lake Victoria 

Initiative DGIS) ; Effective sanctions (withdraw concessions; delay 

payment, terminate contracts); Civil society participation; Maintenance 

and functionality checks; System of ombudsmen; 

What’s new – what  can donors, embassies and their 
consultants do? 
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IV. Best practices from 
the donor community
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DGIS 
DGIS current anti-corruption strategies comprise a three track approach 

�Capacity building for transparency (in house and for partners)

�Corruption risk assessment through Anti-Corruption Task Force: (e.g

typology of corruption in the water and education sector; identification of 

corruption risk in procurement)

�Integrity Code of Conduct (ICC) in house implemented

SIDA
for instance is specifically supporting anti corruption work in East African 

water sectors. Recently pilot projects in Kenya and Uganda started to explore 

best ways on

� how to engage the civil society in the monitoring of the provision of water 

from the procurement stage through to the end user certification
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KFW 
�Consultants who intend to work with KFW need to undersign 

an anti-corruption commitment (declaration of undertaking)

in their contracts; they are closely controlled by independent 

engineers during a water project or programme on the means of

agreed output delivered;  Direct disbursement to companies 

delivering goods and services; In some projects, KfW involves 

the benefiting public communities in quality assurance through 

complaints systems

The Kecamatan Development Program (KDP) of the World 
Bank in Indonesia 
�promoted the participation of village communities in infrastructure project: 

for example foster inter-village competition to single out bad construction 

proposals and to strengthen social control in measuring quality throughout 

the water project cycle of an infrastructure project. 
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Examples of programmatic responses to 
Grand corruption

�Focus on diplomatic approaches and donor coordination to consolidate 

external pressure for reform;

�Foster industry-specific transparency initiatives 

�Shed light on the abuse of parliamentary (and other) immunity; 

�Promote ad hoc independent monitoring of large procurements or 

concession awards;

�Improve civilian oversight of military budgets;

Administrative  corruption

�Support budget transparency by engaging national and local 

governments, legislatures, independent budget analysis, and citizen 

engagement;

�Improve procurement transparency through outreach to the supplier 

community, independent monitoring, and system-wide reforms;

�Expand community oversight of public investment and service delivery;

�Improve land tenure and registration systems.
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These and other examples highlight the increased 
co-operation with other key stakeholders who are 
having pivotal roles to play in donor projects and 
programmes.

However, these are still isolated examples, spread 
over countries, regions, in projects and programmes. 
A strategy  in which all key stakeholders are supported 
to help address these issues is particularly appropriate 
since donor agencies working alone are not always well 
positioned to deal with corruption. 
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Reducing corruption 
is part of  good governance…

The Hague, 08 February 2007                                     

… It is easier to track spending in the case of project 

aid than with sector support. But many of 

the mitigating measures from each level of support can 

also be elements of a good sector-specific  

governance package…

Micro level Meso levelMacro level
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V. The enabling role of 
donors and the WIN
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Some questions for Discussion:

- What are effective and realistic mitigating

tools?

- How to respond to the dual challenges of 

grand and administrative corruption?

- What about SWAPs and how this changes

the roles of donors?


