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Abstract

Corruption is a serious global problem.  A World Bank report revealed that corrupt public officials in developing countries receive between 20 and 40 billion dollars in bribes annually (World Bank, 2012).  Corruption extends beyond businesses and government to ordinary citizens. Transparency International estimated that nearly 75 million people had paid a bribe according to their People and Corruption: Africa Survey 2015.   
In its various forms, corruption presents an obstacle to democracy and the rule of law. It depletes a country’s wealth, often diverting it to unsavory officials and it puts an imbalance in the way business is done by giving undue advantage to those that practice it (the 2008 global financial and economic crisis brought to light the fragility of the private sector and the role corruption can play in such). According to Transparency International (TI) a global think-tank that works to fight corruption, over two-thirds of the 176 countries surveyed in its’ 2016 Corruption Perception Index (CPI) fall below the midpoint of it index and the global average CPI score was 43 out of 100, with a 100 being for rated very clean-no corruption.
Corruption not only undermines faith in markets, it also costs the global economy billions of dollars every year. Africa is not immune to this corruption. This paper explores how corruption changes the way business is done in Africa. It recommends great oversight and transparency with respect to corruption by both the private sector and governments in Africa.  In addition, Africa needs to adopt more advanced technologies to process and monitor both private and public transactions and better implement its current governmental anti-corruption laws and regulations. These and other strategies are predicted to help curb the vice of corruption that plagues Africa (and global business as a whole). 
Introduction

Corruption attracts attention everywhere.  In Africa it is a household name.  From sparking the Arab Spring uprising in Tunisia and Egypt (2011), to the collapse of a newly constructed bridge two weeks after its commissioning by the president in Kenya (2017), to the Gupta State capture case in South Africa (2017); the scourge of corruption has its clear mark on the continent.  With the continent yearning for economic development and a need to uplift the livelihoods of its people, it could be assumed that progress in the control and fight against corruption would be wide-spread.  This seems to be far from reality even if several efforts are in place at continent, regional and country levels. There is a clear need to pay attention, and focus more closely on the problem of corruption in today’s Africa. 
By looking at the historical perspectives first, then the cost implications; it can be argued that corruption remains endemic in African countries. Clearly there is need for deliberate leadership from both governments and the private sector to address the problem of corruption throughout Africa.  Besides what was recommended previously, this will require a shift from merely proposing rules and regulations, to developing and implementing systems and procedures to curb the vice. 


What is corruption and how does it take place?

Transparency International defines corruption as the abuse of entrusted power for private gain. In short, corruption is the misuse of public office for private gain (World Bank, 1997, United Nations Development Program, 1999).  However, each society has its definition of “truth”, its own “general politics, and its own types of discourse, mechanisms and policies which enables it to distinguish, in its own manner, what is true and what is and thus what is corrupt and what is not (Foucault, 1980). 
In general, however, corruption takes place at different levels and in varying forms.  It can be classified as grand, petty and political, depending on the amounts of money lost and the sector(s) in which it occurs.  Grand corruption consists of acts committed at a high level of government that distort policies or the central functioning of the state, enabling leaders to benefit at the expense of the public good. Petty corruption refers to everyday abuse of entrusted power by low and mid-level public officials in their interactions with ordinary citizens, who often are trying to access basic goods or services in places like hospitals, schools, police departments and other agencies. Political corruption is a manipulation of policies, institutions and rules of procedure in the allocation of resources and financing by political decision makers, who abuse their position to sustain their power, status and wealth. Of course, corruption also exists in private business sector (United States Agency for International Development, Anticorruption Strategy, 2005).  
Corruption can be spontaneous or institutionalized (UNDP, 2008). Spontaneous corruption is usually found in societies observing strong ethics and morals in public service.  Institutionalized corruption, on the other hand, is found in societies where corrupt behaviors are perennially extensive or pervasive. In these societies, corruption becomes a way of life, a goal, and an outlook towards public office.  
The major forms of corruption include bribery, extortion, kickbacks, embezzlement, theft, peddling influence, speed money, fraud, and conflicts of interest, as well as patronage, favoritism, and nepotism.  In the private business sector, it is usually illicit financial flows that take the form of trade miss-invoicing as well as money laundering.  Corruption takes place when there are two or more willing parties with one supplying a corrupt act and the other demanding such. Corruption appears to take place when it satisfies a formula.  For example, monopoly of power, when combined with discretion and absence of accountability, will result in corruption (often formularized as C= M+D-A, where C is corruption, M is monopoly, D is discretion and A is Accountability – see Klitgaard, 1988). UNDP modified Klitgaard’s formula by adding integrity and transparency. This then creates the formula C= (M+D) - (A+I+T), where C is corruption, M is monopoly, D is discretion, A is accountability, I is integrity and T is Transparency. This formula strengthens the theory that corruption is primarily a failure of governance and leadership.
Leadership and corruption in Africa

Africa's leadership is a key ingredient in the discussion on corruption and doing business in the continent. A historical perspective can illuminate the role of leadership in corruption, both governmental and business in Africa.  Historically, the African chief wielded vast powers that led many observers to characterize him as autocratic (Ayittey, 1992). Traditionally however, a chiefs governing role was not autocratic but consultative. His foremost concern was the preservation of his tribe and the protection of the interests of all his tribesmen as individuals (Olivier, 1969).  This general state of how African societies were governed was altered both in colonial and postcolonial African states as more “representative institutions” replace the tribal chief, and came to preside over national political communities (Leonard and Straus, 2003).  The postcolonial realities in the context of African politics are perhaps best described by Jackson and Roseberg (1982) as “personal rule”. Very quickly, African independence and socialism turned into one-man dictatorships, characterized by conspicuous consumption by the elites and a "Swiss-bank socialism" that allowed the heads of states and their cohorts of “vampire elites” to loot their countries treasuries for deposit in Swiss and other foreign banks (Ayittey, 1992).  Today, many, if not most, of Africa’s leadership has been either tainted by or contributed to the continuation of this corruption. Indeed, the standard popular image of Africa today, is that of a continent of corrupt dictators who preside over fractious populations (Leonard and Straus, 2003). 
As noted earlier, corruption breeds inefficiency, waste and discourages foreign investment.  Corruption is a highly visible aspect of African politics, with a number of high-proﬁle scandals standing out. For example, Mobutu Sese Seko, long-time tyrant of Zaire (now Democratic Republic of the Congo), amassed a fortune of US$5 billion, equal to the country’s entire external debt, before he was ousted in 1997 (Thomas, 2001; Svensson, 2005). Similarly, the widespread corruption overseen by Kenya’s Daniel Arap Moi brought about the loss of millions of dollars in “massive cash subsidies for ﬁctitious exports of gold and diamonds” in the “Goldenberg” scandal (Vasagar,2006). Likewise, Nigeria’s Sani Abacha (Pallister and Capella, 2000) and South Africa’s Jackie Selebi (Schwella, 2013) are also among public ofﬁcials implicated in major corruption scandals. Africa Development Bank President, Akinwumi Adesina, recently disclosed that Africa loses an estimated $148 billion to corruption every year (Africa Development Bank, 2015).  
Measuring Corruption

Corruption is a complex problem. There is no country that can claim to have eliminated it completely but some steps can be made to reduce it. Corruption is often difficult to uncover and often harder to measure.  Some observers believe that if corruption could be accurately detected and measured, it could be eliminated (Tanzi, 1998). In reality, however, it is not totally clear what one would want to measure. Simply measuring bribes would ignore a whole range of corrupt acts which are not accompanied by the payment of bribes.  While there are distinct challenges in the ways to measure corruption, there are several means of getting information about its prevalence in a country or in an institution (Tanzi, 1998). One of the ways is using questionnaire-based surveys to determine perceptions of corruption. The perceptions of corruption from TI Corruption Perception Index (CPI), measures the perceived levels of public sector corruption in countries worldwide.  Scores are given from 0 denoting highly corrupt to 100 for very clean. Since 1995, TI has studied corruption on global public-sector scale. To-date, no country has scored the full score of 100. In the period 2012 to 2016, the highest score was 92 and lowest was 8 (Table 1). 
Table 1. Overview of scores for Very Clean and Highly Corrupt countries in study
2012-2016

	Year
	No. of countries surveyed
	Range of scores for very clean countries
	Range of scores for highly corrupt countries

	2012
	176
	87-90
	8-15

	2013
	177
	86-91
	8-14

	2014
	175
	86-92
	8-15

	2015
	168
	87-91
	8-15

	2016
	176
	86-90
	10-14


Author compilation from Transparency International data: 2012-2016.
 
During the period 2012 to 2016, none of the counties in Africa scored high enough to be in the very clean countries category. On the contrary, in the list of the 10 most highly corrupt countries on the planet, at least two African countries or more made this list, each year as shown in Table 2. It is insightful to note that countries that consistently appeared in the top most corrupt countries category were also in conflict.   Clearly, corruption and conflict appear to be correlated.  
Table 2- Rank and score of African countries in 10 most corrupt countries list
	Country
	2012
	2013
	2014
	2015
	2016

	
	Rank
	Score
	Rank
	Score
	Rank
	Score
	Rank
	Score
	Rank
	Score

	Angola
	 
	 
	 
	 
	 
	 
	163
	15
	 
	 

	Guinea Bissau
	 
	 
	 
	 
	 
	 
	158
	17
	168
	16

	Eritrea
	 
	 
	 
	 
	166
	18
	 
	 
	 
	 

	Libya
	 
	 
	172
	15
	166
	18
	161
	16
	170
	14

	Somalia
	174
	8
	174
	11
	173
	11
	165
	12
	170
	14

	South Sudan
	 
	 
	173
	14
	171
	15
	163
	15
	175
	11

	Sudan
	173
	13
	174
	11
	173
	11
	165
	12
	170
	14

	Yemen
	 
	 
	 
	 
	 
	 
	 
	 
	170
	14


Author compilation from Transparency International data:2012-2016.
The Cost of Corruption 

Businesses and individuals pay an estimated $1.5 trillion in bribes each year (World Bank, 2017). Corruption and the transfer of illicit funds have contributed to capital flight in Africa, with more than US$ 400 billion having been looted and stashed away in foreign countries (United Nations Office on Drugs and Crime 2017).  Empirical evidence does exist concerning the effect of corruption on investments.  Published works include Mauro (1996), Dreher and Herzfeld (2005), Pellegrini and Gerlach (2004) and others. In general, these studies find a statistically significant (negative) effect of corruption (however measured) on investments, although quantitative results have shown differences depending on the type and level of corruption.  By reducing investor’s returns, corruption tends to reduce the volume of foreign direct investment (FDI) and may totally eliminate it, when foreign investors avoid corrupt countries altogether (Javorcik, Wei, 2009). The overall cost of such corruption has been estimates to be approximately two percent of global GDP, which is ten times the value of overseas development assistance.  Indeed, the loss in investments in a relatively corrupt country compared to a relatively “clean” country can be as much as 20 percent higher (Kaufmann, 1998). 
The Ease of Doing Business

Business will continue to be an integral part of Africa’s future growth and prosperity. And in many respects, that future looks bright.  A 2010 report by McKinsey & Company titled Lions on the Move reveals that:
· Six African nations are among the top 10 fastest growing countries in the world,
· 19 African countries have an average growth rates of 5 percent or more,
· 90 million African households will enter the consumer class over the next decade, contributing to a total household purchasing power of US$2.1 trillion,
· Africa is the world’s second-fastest growing economy, well above the global average.
However, besides the details noted previously on the realities of corruption in Africa, the above positive points must also be tempered with an underlying of the “ease of doing business in Africa.”  The Doing Business project, launched in 2002, looks at domestic small and medium-size companies and measures the regulations applying to them through their life cycle (World Bank 2017). In particular, these measures (see Figure 1) assess the ease of doing business for small and medium-size enterprises, operating in the largest city of a specific country.  There are eleven measures in all. 
[bookmark: _GoBack]On the 2017 ease of doing business index, seven of the 10 countries with the lowest scores are in Africa. More specifically, relative to other countries, it can be said that it is difficulty to do business in Angola, Democratic Republic of the Congo, Central African Republic, South Sudan, Libya, Eritrea and Somalia. Furthermore, no country in Africa falls in the top 50 countries in terms of ease of doing business (World Bank, 2017). 

Figure 1- Ease of Doing Business Measures
[image: C:\Users\Sombo M Chubda\AppData\Local\Microsoft\Windows\INetCache\Content.Word\measure of doing business.jpg]Source: World Bank, 2017
The Reality of Corruption in Africa

Corruption is often associated with what has been labeled the “resource curse”. Similarly, economists have noted the “paradox of plenty”, in which resource-dependent economies often perform worse than those lacking in such wealth (Bulte et al., 2005; Humphreys et al., 2007). Simple stated, raw materials (commodities that are undifferentiated and un-branded) often command low prices in world markets, and their revenue streams can often be diverted by well-connected elites. Resource-rich countries may also be more inhospitable to democratic institutions (Jensen and Wantchekon, 2004), particularly when potential public revenues from the export of commodities such as oil, copper and diamonds are minimized by poorly enforced taxation and oversight policies. The African Union’s high-level panel on illicit financial flows and the United Nations Economic Commission on Africa released a report (2013) that estimated Africa to be losing more than $50 billion every year to illicit financial flows as governments and multinational companies engage in fraudulent schemes aimed at avoiding tax payments to some of the world’s poorest countries (The Guardian, 2015).   Likewise, commodities are often illegally exported out of resource rich African countries (the term “blood diamonds” comes for the realities of such exports).   A study investigating 30 years of African illegal exports of commodities (Illicit Financial Flows and the Problem of Net Resource Transfers from Africa: 1980–2009), found that cumulative illicit outflows from the African continent ranged from $1.2 trillion to $1.4 trillion (United Nations, 2013). 
Is There a Way Out? 

Like many parts of the world, African countries often engage in periodic anticorruption campaigns (Riley, 1998; Asongu, 2013).  Some of these campaigns are extreme in nature, such as in Kenya and Tanzania which applied traditional methods using armed Sungusungu vigilantes, to clean up their notoriously corrupt judicial systems and provide security to farmers and cattle ranchers (Abrahams, 1987; Heald, 2007). Often anti-corruption campaigns are sponsored by foreign donors, who are concerned about misuse of their funds (Michael, 2004). Unfortunately, such programs generally have limited success. Given how deeply embedded corruption is in multiple layers of African society at the top and within African social relations in general, these attempts often amount to little more than window dressing, or opportunistic attacks on political opponents of established regimes. 
Non-the-less, there are institutions and efforts that have been put in place to fight corruption in a meaningful manner in Africa.  For example, the African Union has prioritized the fight against corruption. In 2003 the African Union Convention on preventing and combating corruption was adopted by the Member States and later re-enforced in 2006 (African Union, 2003). To date, 34 countries have ratified this Convention and are “state” parties to it. Furthermore, several respective countries have put in place anti-corruption commissions that spearhead the fight against corruption at national levels.  And at the supra-national level, bilateral partners such as the World Bank and the European Union Department for International Development have initiated anti-corruption initiatives to help African countries fight corruption. 
Conclusion

Over the past two decades, the negative impact of corruption on development has been increasingly recognized (United Nations Development Programme, 2008). When corruption takes place, it deprives the most vulnerable of their daily livelihoods and long-term prospect. In the larger arena, according to GTZ (2004), “… empirical studies prove that the more widespread corruption, the worse the macroeconomic figures, particularly per capita income, and that poorer sections of the population… women in particular…are disproportionately affected.”  In the case of Africa, while the economic indicators point towards a growth trajectory in business, corruption continues to stunt the gains and benefits from such growth.  
In conclusion, it seems obvious to most observers that investing in the fight against corruption (not only in Africa but around the world) is not a waste of time and resources.  And such efforts should not be viewed as societal expenses, but as societal investments (much like education, healthcare, infrastructure development and other investments that result in economic growth and social harmony).  Private and public enterprises must continue and enhance their efforts in the global struggle.  Researchers must continue to uncover the roots of corruption and the prescriptions for its demise.
In the words of Martin Luther King Jr. – “He who passively accepts evil is as much involved in it as he who helps to perpetrate it.  He who accepts evil without protesting against it is really cooperating with it.
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Starting a business Procedures, time, cost and paid-in minimum capital to start a
limited liability company

Dealing with construction permits Procedures, time and cost to complete all formalities to build a
warehouse and the quality control and safety mechanisms in the
construction permitting system

Getting electricity Procedures, time and cost to get connected to the electrical grid,
the reliability of the electricity supply and the transparency of tariffs

Registering property Procedures, time and cost to transfer a property and the quality of
the land administration system

Getting credit Movable collateral laws and credit information systems

Protecting minority investors Minority shareholders’ rights in related-party transactions and in

corporate governance

Paying taxes Payments, time and total tax rate for a firm to comply with all tax
regulations as well as post-filing processes

Trading across borders Time and cost to export the product of comparative advantage and
import auto parts

Enforcing contracts Time and cost to resolve a commercial dispute and the quality of
judicial processes

Resolving insolvency Time, cost, outcome and recovery rate for a commercial insolvency
and the strength of the legal framework for insolvency

Labor market regulation Flexibility in employment regulation and aspects of job quality





