Korea’s efforts to ensure transparency in the business sector

Good morning everyone. Now in the next 15 minutes or so, I’d like to go through “Korea’s efforts to ensure transparency in the business sector.”
[Slide: Foreign Businesspeople’s Perception]

Let me begin with foreign businesspeople’s perception of Korea. As you know, Korea has developed into the 11th largest economy and one of the IT powerhouses in the world. Still, Korea’s level of perceived transparency has not increased in line with its economic power. To remove the disparity, the Korean government has taken various measures.

According to a survey of foreign businesspeople conducted by KICAC in September 2004, 50.5 percent of the respondents said, “corruption in Korea is a matter of considerable concerns.” Although it is encouraging that in the survey done in October 2005, the percentage decreased to 45.5 percent, the problem still remains.
[Slide: Government Anti-corruption Policies]

Recognizing that corruption is an obstacle to developing the economy, Korea has aggressively implemented anti-corruption policies. To that end, the current administration includes the principles of “transparency and fairness” in its four key tenets, and has pushed the elimination of corruption and the innovation of government systems as its top priorities. 
With the President’s strong commitment to fighting corruption and the effective implementation of anti-corruption policies, Korea has produced some tangible results. They are reflected in global indices as follows:
According to the World Competitiveness Yearbook released by the IMD, Korea ranked 29th among 60 countries this year, up six notches from 35th last year.
Korea’s rank in the World Economic Forum’s Growth Competitiveness Index this year is 17th, up from 29th last year.

And it is important to note, here, that Korea has seen its rank in Transparency International’s Corruption Perceptions Index increase from 47th last year to 40th.
[Slide: Corruption Prevention Recommendations]
The progress was made possible by many government agencies including KICAC. KICAC has worked to develop anti-corruption policies, make institutional improvement, promote pubic service ethics, raise awareness on anti-corruption and so on. Among others, I’d like to talk about KICAC’s efforts to improve anti-corruption institutions.
KICAC works to make corruption prevention recommendations to assist the authorities concerned in improving their anti-corruption systems. In particular, its efforts are focused on the areas related to rebates in the medical industry, export-import logistics services, IT contracts and taxation.

First, rebates in the pharmaceutical and medical supplies areas. To encourage open competition in the industry, KICAC announced recommendations for introducing “medical supplies only card” and guidelines for financial support for medical research. Also, it recommended that the current penalties against rebate takers should be reinforced. 
Second, to improve transparency across logistics stages, KICAC recommended the authorities concerned establish reasonable prices between cargo owners and logistics firms by disclosing information on shipping items and costs every quarter, and that they adjust a business model for calculating logistics costs to build a foundation for rational calculation. The authorities were also recommended to ensure that forwarders do business across logistics stages, including transportation, cargo shipments, storage and customs clearance. In addition, the Korean government is providing the electronic one-stop declaration system covering im/export declaration and quarantine. The one-stop service is designed to obviate the need for submitting customs-related documents to eight agencies. It handles 92 percent of work load related to documentation requirements for customs clearance.
Third, contracts for IT products. KICAC is striving to ensure that all contracts should be made by open tender to prevent illegal lobbying and “low bidding.” In the case of IT projects, KICAC will continue to help the authorities concerned implement the supervision regime to minimize the loss of budgets.
Fourth, taxation. The Korean government is trying to improve the procedures and standards for conducting fair and transparent tax investigation. To that end, it is seeking ways to make public the standards for selecting the subjects of tax investigation, and to prevent the abuse of investigative authority.
We at KICAC will continue our efforts to improve anti-corruption mechanisms and systems. In this regard, your inputs and contributions will help us formulate better anti-corruption measures. KICAC is working to create recommendations on anti-bribery in the private sector and corporate finance.
[Slide: K-PACT]

Benchmarking social pacts of Nordic countries, a non-governmental organization proposed a pact on anti-corruption and transparency late last year. The landmark Korean Pact on Anti-Corruption and Transparency or K-PACT was signed last March by representatives from the government, political parties, businesses and civic groups to pledge their voluntary efforts to reduce corruption.

This is meaningful and progressive in that it represents a bottom-up approach to fighting corruption. KICAC has supported the K-PACT administratively and financially.

[Slide: Business Ethics Center]

Now let me give a brief account of KICAC’s Business Ethics Center. The Business Ethics Center was established in June 2004 to promote ethical management. It provides useful information on corporate governance and promotes education on ethical management. By doing so, it helps businesses boost corporate competitiveness and create added values.

[Slide: Future Direction (1)]

So far, I briefed you on the Korean government’s anti-corruption activities, especially in the economic area.

Despite some progress that we have made, there’s still great room for improvement in the nation’s combat against corruption for the following reasons:

First, the government policies have been targeted mainly at public sector corruption; and

Second, increasing sophistication of corruption challenges the anti-corruption authorities.

To cope with these problems, KICAC will take actions as follows:
First, as prevention is the best cure, KICAC will approach corruption problems in a proactive way, not a reactive way. Rather than removing corruption that has already developed, KICAC will actively fight corruption by formulating future-oriented policies. 
Second, KICAC will make concerted efforts to remove corruption factors from laws and regulations. Last July, the Anti-Corruption Act of Korea was amended to enable it to review bills and the existing laws and regulations for corruption factors. In doing so, KICAC will help get rid of factors that prevent you from doing business in Korea.

Third, KICAC will take various actions to ensure that a culture of transparency surely takes hold. Many businesspeople from abroad think that cronyism based on school and regional affiliation in Korea contributes to corruption. However, Koreans are increasingly intolerant of such a corruption-friendly culture. For its part, KICAC will continue to focus on transparency education and promote public awareness against corruption.

[Slide: Future Direction (2)]

Fourth, strengthening the system for protecting whistle-blowers. Last July, the Anti-Corruption Act was amended to improve the system for protecting and rewarding whistle-blowers. KICAC will work to come up with plans to protect whistle-blowers in the private sector as well.
Lastly, KICAC will intensify global activities against corruption. 
We will endeavor to meet the global anti-corruption standards. To do so, KICAC plans to work with the Ministry of Justice and the Ministry of Finance and Economy to operate a task force on the analysis of global anti-corruption standards. KICAC is going to establish and implement a master plan to deal with problems identified by the task force.

On a global stage, Korea has promoted APEC anti-corruption initiatives for long. Ten days ago, the APEC Economic Leaders’ Meeting wrapped up with their strong commitment to fighting corruption. Last September, KICAC held the first APEC Anti-Corruption and Transparency (ACT) Symposium and ACT Task Force Meeting in Seoul and Gyeongju, respectively. In addition, KICAC is cooperating with UN, ADB and OECD in promoting and implementing international conventions against corruption.

As part of efforts to strengthen inter-governmental cooperation, KICAC held the Anti-Corruption Agency Forum, bringing together anti-corruption specialists from other countries and anti-corruption workshops in Southeastern Asia.
[Slide: Conclusion]

I’d like to conclude with a few general remarks. KICAC will work to hold this kind of meeting regularly so that it can serve as a communication channel between foreign businesspeople in Korea and the government. Your comments and ideas will contribute to formulating anti-corruption policies and recommendations to help the government create a business-friendly and transparent environment. In this regard, we at KICAC need your participation and support.

Thank you for your attention.
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