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Corruption and Sustainable Development 

On September 25, 2015, world leaders met to adopt a new sustainable development agenda: the 2030 Agenda, which establishes 17 concrete measures for economic, social, and environmental sustainability with the aim of eradicating poverty, reducing inequality, and promoting protection of our planet over the next 15 years. According to the UN, “Sustainable development has been defined as development that meets the needs of the present without compromising the ability of future generations to meet their own needs.”
/
According to the Economic Commission for Latin America and the Caribbean (ECLAC), the 2030 Agenda is of great interest for the region “which, although not the world’s poorest […] is the most unequal.” Therefore, for ECLAC, “[i]nequality, while existing the world over, constitutes a particular hindrance to the fulfilment of potential in this region. The region’s gaps are structural ones: low productivity and an infrastructure deficit, segregation and lags in the quality of health and education services, persistent gender gaps, inequalities affecting minorities and geographical territories, and impacts of climate change that are felt most heavily by the poorest sectors in society.”
/ 

One way of fighting for these goals is by means of an efficient State, which works for the rights of its citizens and ensures high-quality public services. We already analyzed in Theme 1 how the lack of transparency and absence of channels for participation of diverse sectors of society in the planning and implementation of national and regional policies encourage corruption and impact sustainable development and the population’s access to their rights. 

Studies undertaken by the United Nations show that corruption “is likely to flourish where there is widespread poverty, high gender inequality, few institutional checks on power, an obscure decision-making process, a weak civil society and economies that have suffered from severe environmental degradation.”
/ Thus, any effort to promote sustainable development is also an effort to fight corruption.
This Theme will aim to explore the effects of corruption and lack of transparency on: 
i. The effective enjoyment of the population’s human rights; 

ii. The way of doing business, in particular, the effects on development projects, and the risks to financial operations; and lastly 
iii. The cost of investment, specifically, a country’s diminished capacity to attract foreign direct investment. (FDI). 

Considering the complexity of the topic, this Theme underscores the fact that measures favoring sustainable development contribute to the fight against corruption, to the extent that they bolster institutional strengthening, and thus, contribute to prevent corrupt practices.
Finally, continuing with on the topic of Theme 1, it is equally important for purposes of this Theme to highlight the topic of transparency and access to information—which encourage citizen involvement and inclusion in overseeing public management and the suitability of investment and infrastructure projects that are in the public interest.
i. Enjoyment of Human Rights
The aim of this section is to call attention to the parallels between controlling corruption and furthering human rights so as to contribute to sustainable development and achievement of the goals of the 2030 Agenda. 
Bearing in mind SDG 17 and the widespread effects of corruption, we will only address some pertinent examples regarding transparency and access to information, as well as the issue of investment and infrastructure projects, which are analyzed in sections (ii) and (iii). We will also identify some adverse effects of corruption on access to public services, environmental degradation, and participation of vulnerable populations. Additionally, we will analyze how efforts to improve these problems in a society may have potent positive impacts on the fight against corruption and the effectiveness of development projects.
Development and the fight against corruption is closely linked to effective respect for human rights; nevertheless, the frequency with which development projects may lead to violations of these rights is surprising. An analysis of the work of 11 independent accountability mechanisms at development finance institutions throughout the world
/ found 758 complaints of violations in a 21-year period.
/ Latin America had the second highest number of complaints, representing 27.5% of the cases. These results show that the region continues to face challenges in successfully implementing development projects without violating human rights.
/
The same report points out that these cases are just the tip of the iceberg with regard to the different problems these projects cause because most local communities affected have no access to information on such mechanisms and their procedures. The report also stresses that 57% of the complaints presented in the word have to do with infrastructure projects and that the most frequent concerns are related to insufficient information on the impact the projects will have on the communities where they are being executed. What is clear is the need to work so these projects are developed for the benefit of local communities. 
In regards to access to public services, we principally take into account Goal 4 of the 2030 Agenda: education. For UN member states, “Obtaining a quality education is the foundation to improving people’s lives and sustainable development.”
/ Research conducted by Transparency International in 50 countries points to a direct correlation between the increase in corruption and reduction in the quality and quantity of education in a country.
/ This same research also shows a correlation between the increase in the frequency of bribery and lower levels of education among young people. 

Bribery and other kinds of crimes committed by public servants contribute to low efficiency of public services. Research conducted by Proética in Peru identifies small irregularities in administrative procedure and teachers’ commitment and conduct as two of the most important problems.
/ Similarly, in the theme of health, a UNDP report on corruption found that many patients who should benefit from free public healthcare often had to pay bribes to obtain vital services, such as heart transplants.
/
Another dimension on which corruption has a profoundly adverse impact for the sustainable development goals is environmental degradation, which to a large extent depends on access to information, as well as effective enforcement of legislation. Corruption contributes to the commission of environmental crimes, as it facilitates the development of informal mining and logging businesses, as well as improper commercial practices regarding the environment, among others. Thus, corruption “plays an important role in facilitating fraudulent trade, forging import/export certificates, clearing customs wrongly, ignoring illegal waste disposal, issuing licenses, among others.”
/
These practices in turn facilitate organized crime, which generally uses them in their favor through, for example, illegal trade in wildlife, dumping and illegal transport of hazardous waste, illegal logging and trade in timber, among others, which incentivize the increase in related crimes and compromise citizen security.
/
Additionally, environmental degradation hinders access to vital services, such as water. There are studies showing widespread corruption in sectors related to water access, which results in lack of sanitation and an increase in the cost of water, making it inaccessible to many and leading to involuntary displacement of local communities.
/ This situation affects the environment and the population’s health. 
The situations listed above are problems that can be solved with greater oversight of public services, dissemination of information channels aimed at citizens who receive such services (transparency), and measures to ensure public servants based on meritocracy [sic].
Finally, it is imperative to discuss the impacts of corruption on the participation of vulnerable populations. These citizens, in particular women, already “confront social, cultural, political and institutional discrimination in their countries, which are compounded when a society is corruption ridden.”
/ According to the UN Development Fund for Women, corruption disproportionately affects women’s access to essential public services, including justice and security. This mainly occurs because women tend to be the poorest members of society. When a corrupt system is entrenched, individuals with fewer resources are unable to pay bribes to access basic services, and thus, they do not receive the same entitlements.
/
This is an important issue, as the consequences of corruption on women’s effective access to information, political participation, and the use of public services is just an example of those same effects on other vulnerable groups. Similar to other vulnerable populations, women’s lack of political influence reduces their ability to “demand accountability or to highlight their specific experiences or concerns about corruption.”
/
ii. Way of doing business
In Theme 1 we addressed the issues of transparency and the perception of corruption. Specifically, we addressed bribery, which must be combatted to ensure control of corruption and the effectiveness of the State. Corruption is not a problem that only exists in the public sector; to the contrary, bribery is a widespread practice, in particular, in multinational companies, which have their own interests and exercise great influence over laws and State’s public policies.
/
Corruption of public servants by private-sector actors is undertaken with several aims, including: obtaining government contracts; obtaining benefits from the State (such as tax evasion, tax incentives, subsidies, etc.); avoiding the obligation to fulfill regulations; improperly influencing regulatory processes (public procurement or civil/criminal investigations) in favor of one party, etc.
/ 
As mentioned previously, acts of corruption occur at the cost of more efficient and higher quality public services, creating an environment that is unfavorable for implementing comprehensive legal reforms aimed at improving public services and promoting sustainable development.
With regard to this last point, surveys conducted show that state actors to a large extent identify corruption as the main cause of why there is little progress in approving structural reforms.
/ Furthermore, these surveys underscore the significance of bribery by actors from private-sector entities, especially multinational corporations, in the increase of corruption.
/ 
To understand how corruption promotes other kinds of crimes, it is important to discuss asset or money laundering. According to the IMF, “Money laundering is the processing of assets generated by criminal activity to obscure the link between the funds and their illegal origins.”
/ Thus, money laundering is, by definition, always linked to a crime and is likely to be more prominent in developing countries, where acts of corruption tend to be more common. 

In particular, the international community is concerned about the long-lasting negative effects of money laundering on the stability of countries’ financial systems and economies, given that when a system designed to make this crime feasible becomes entrenched it may be very difficult to reverse it. This ends up contributing to “undermining the integrity and stability of the financial sector and the broader economy, discouraging foreign investment and distorting international capital flows.”
/
Additionally, one of the main reasons for the creation of the Financial Action Task Force (FATF) was to assist States in fighting money laundering, due to the well-known links between this crime and terrorism, as well as other related crimes. These are the many risks created by the institutionalization of money laundering and other financial crimes, not just because of their impact on development, but also because of their serious consequences on citizen security.
/ 

The States can work to confront this problem by adopting joint measures to recovery stolen assets. The World Bank affirms that asset recovery combats the effects of corruption in many ways: (i) it has the effect of reintegration, where amounts recovered are used for development purposes, such as improvements in health and education sectors; (ii) it helps with deterrence, showing that corrupt officials will be deprived of their illicit gains; and (iii) it contributes to international cooperation and oversight of officials.
/
With regard to Latin America, it is worth noting an observation by the StAR Project (“Stolen Asset Recovery Project”- World Bank- UNODC): the high incidence of corruption in developing countries converts them in many cases into the parties requesting [the return of] stolen assets, and an increasing amount of assets are being returned to them.
/ This process may be facilitated mainly through an increase in efforts to investigate acts of corruption and to ensure that judicial bodies take the necessary measures “to provide the necessary information (about stolen assets), evidence, or judicial orders that will allow the financial center to freeze, confiscate, and return them.”
/ It has been shown, however, that there are few developing countries that take the necessary measures against foreign companies or individuals who have committed acts of corruption in their countries.
/ 

iii. Costs and Ability to Attract Investment
The perception of corruption in a country affects not only its citizen’s trust in the capacity of the State’s governance, but also the country’s competitiveness as regards foreign investments. As mentioned previously, corruption is likely to have a greater adverse effect in developing countries, which have a greater need for basic services. Attracting foreign investment is a key factor in the State being able to improve its infrastructure, increase its capacity to offer public services in health and education, and establish policies favorable to the environment.
/
The World Bank has described corruption as “one of the greatest obstacles to economic and social development” in the world. There is a proven relationship between levels of corruption and the cost of investment, including, in particular, the reduction in a country’s ability to attract foreign direct investment (FDI). To the extent that FDI is a development tool, not only because of its effect on the host country’s GDP, but also its ability to transfer know-how from one country to another, this link between corruption and less FDI is of particular significance for developing countries in our region. 
Foreign investors value the stability, predictability, and honesty of the government and, depending on the risks that they feel they are assuming, may add an additional cost to their services.
/ Thus, a high perception of corruption and ongoing incidence of the problems mentioned herein (inefficiency in carrying out infrastructure projects, lack of protection in environmental and social matters, and ongoing cases of money laundering without the corresponding recovery of assets) has a direct adverse effect on FDI and may result in a high cost for the State. 

Finally, some studies have indicated that there is a parallel between corruption and tax evasion.
/ ECLAC has shown that Latin American and Caribbean nations suffer an enormous loss of money from tax evasion. Indeed, “ECLAC estimates that this non-compliance totals an amount equivalent to 2.4% of GDP in the case of VAT.”
/ According to the IMF, the issue of tax evasion is significant for developing economies, inasmuch as it reduces government revenue and, therefore, opportunities for investing in public services—which contributes to an increase in social inequality.
/ Nevertheless, it is important to highlight that there is insufficient data to prove the full effects of corruption on tax collection.
/ It is imperative that countries establish a transparent system for exchanging tax information, by collecting, and sharing data on financial information that enables international tax coordination and harmonization.
iv. Discussion questions: 

(i) How can technology be used to create greater access to information and involve the population, in particular members of vulnerable groups? 
(ii) How can coordination be promoted between national environmental protection agencies in order to prevent environmental crimes? 
(iii) How can partnerships be created with innovative companies and members of the private sector in order to attract ecologically-friendly technology for energy and infrastructure?
(iv) How can collaboration be established with the private sector to create a more secure environment for foreign investors?
(v) How can cooperation be established between countries to ensure secure and effective policies for asset recovery?
(vi) What mechanism can be implemented to promote cooperation to prevent laundering assets that are proceeds of corruption in the Hemisphere? 
(vii) What cooperation options exist in the region to recover assets that are proceeds of transnational corruption?
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