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incentive program have two alternatives: they can pressure their peers and
subordinate colleagues to reduce corruption and receive years” worth of
handsome financial incentive bonuses, or they can try to pressure the
thousands of people who collectively rate their performance, many of
whom they will never know, many of whom do not live in the same
country as they do, many of whom are powerful, and many of whom
might not hesitate to go to the press to publicize any attempt at unjust
interference with the surveys and polls.

In addition to being virtually impracticable, this second option —
trying to game or pressure thousands of evaluators — also leaves
politicians and bureaucrats vulnerable to losing years” worth of incentive
bonuses because it would be difficult and perilous to successfully
manipulate the performance measurements for one year, let alone year
after year. So, even if politicians and bureaucrats in an LDC somehow
managed to scam the incentive program to get one year of bonus payouts,
it is unlikely that they could do so repeatedly. Politicians and bureaucrats
inclined to game the incentive program would likely realize the ultimate
futility of doing so and understand that if they want to become wealthy
legitimately, and possibly transform their images, in the eyes of some, from
pariahs to officials deserving of (at least some) respect, a strategy of
encouraging and pressuring their peers and subordinates into reducing
corruption is far more effective than a strategy of manipulation and
gaming.100

Further, unlike improving one’s performance under an incentive
program that monitors one’s success at performing complicated surgeries,
which requires perfecting certain skills, or at placing unemployed
individuals into jobs, which can be largely dependent on external
resources, it does not take much effort, time, or talent to reduce one’s own
illicit stealing of government funds or to stop oneself from soliciting bribes.
Thus, a public servant would not be incentivized to turn to manipulation
simply because she cannot perform the task at hand well.

Other attempts at manipulation would also be unlikely to succeed.
Myopia seems improbable given that an incentive program would pay out
years’” worth of incentive bonuses if performance thresholds are met.1!
Additionally, it has already been shown above that gaming. the
multitasking nature of public sector work would be an insignificant
concern given that not engaging in corrupt acts does not detract from the
amount of effort a public official devotes to different tasks. Finally, given

the performance measurements. Yet, even if a small amount of this goes on, it will go on at
the margins and will indicate that a large improvement in reducing corruption will have
already taken place. These large improvements would need to occur to get the public officials
anywhere close to meeting the performance thresholds required of them to receive bonus
payouts.

100. The desire of politicians and bureaucrats to genuinely help their fellow citizens must
also be considered. While altruistic desires have in and of themselves not been enough to
stem the tide of corruption, they most likely will play a supporting role in tilting the above
calculation toward the reduction of corruption over a policy of gaming the incentive program.

101. Unless public officials are not sure whether they can keep their jobs. While
bureaucrats would generally not have to worry about such a prospect, some politicians might.
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that it takes little effort or time to not partake in corruption, tunnel vision
and measure fixation are unlikely to be major concerns.02

Some scholars have suggested that since principals only learn how
agents respond to incentive programs over time, principals should allow
performance measures to evolve — to change over time to respond to
gaming and to more effectively address the goal at hand.1%® While
performance-based incentive programs for LDC public officials that aim to
reduce corruption could theoretically include such a prescription, it will
likely be unnecessary given the nature of the performance variable and the
different performance measurements used to gauge it. Unlike counting the
output of a factory, the corruption performance measurements would be
subtle and, as Hanushek et al. describe in their work on incentives,
“flexible enough to avoid manipulation yet objective enough to be
politically feasible”1%* because the experts doing the counting could easily
factor any gaming into their measurements. For example, if business or
policy experts are annually consulted for their opinions about the level of
corruption within a particular LDC, their answers would incorporate all
the information that they have accumulated in the past year. They would
not be bound to base their opinion on only one factor, but instead will
consider many complex factors — thus decreasing the ability of eligible
public officials to game the incentive program.!05 Further, the neutral
experts will not be forced to rely on easily gamed factors but will select
data for evaluation.10

4. Performance Measurement Difficulties

A performance measurement’s value depends on how much distortion
and risk it creates — the less of each generated, the better the performance
measurement.'?” Yet, as George Baker suggests, “many complex issues in
the design of real-world incentive contracts can be fruitfully viewed as

102. Politicians and bureaucrats should devote time to monitoring their subordinates and
peers. The amount of devoted time should depend on their position — e.g., someone who is
part of an anticorruption task force would devote more time to monitoring than a low-level
clerk.

103. Pascal Courty & Gerald Marschke, Dynamics of Performance-Measurement Systems, 19
OXFORD REV. ECON. POL"Y 268, 281 (2003).

104. Eric Hanushek et al., Introduction to the JHR’s Special Issue on Designing Incentives to
Promote Human Capital, 37 ]. HUM. RESOURCES 693, 695 (2002).

105. On his travels, Paul Theroux recalls “news of an attempted coup in the capital,
Lilongwe. This might have been alarming, but I guessed it was the usual ruse, a pretext to
arrest members of the opposition and an inspiration for the police to squeeze travelers at
roadblocks.” Such accounts demonstrate that public officials could not successfully game
incentive programs because of the reasons mentioned above — policy experts and other
evaluators would understand the true nature of the events and judge appropriately. PAUL
THEROUX, DARK STAR SAFARI: OVERLAND FROM CAIRO TO CAPE TOWN 284 (2003).

106. Plus, if public officials somehow find a way to game the less flexible corruption
performance measures — such as a poll asking LDC citizens whether they or anyone they
know has been solicited for a bribe in the past year — the more complex and subtle corruption
performance measurements could detect and offset this gaming.

107. See generally George Baker, Distortion and Risk in Optimal Incentive Contracts, 37 .
HUM. RESOURCES 728 (2002).



2009] Buying Our Way Out of Corruption 191

tradeoffs between these two features of performance measures.”108
Distortion arises from forms of manipulation like gaming, while risk is
derived from the fact that if a performance measurement does not
accurately capture the agent’s effort by failing to “adjust for factors
outside”% the agent’s control, it leaves the agent more vulnerable to not
being properly compensated for her effort.

In Section B.3, it was demonstrated that public officials will have a
difficult time successfully manipulating an incentive program that ties
incentive bonus payouts to decreasing levels of corruption because of the
nature of corruption as a performance variable and the multiplicity of
performance measurements.  Gaming the multitasking nature of
governmental work was shown to not be a concern because providing
anticorruption incentives to public officials does not skew or negatively
alter their performance on other tasks, given that it takes little effort to not
partake in corruption. Further, it was argued that gaming or capture
would not be a serious problem because: (1) public servants will not be
involved in measuring or reporting the performance measurements;
(2) numerous different performance measurements will be used to measure
corruption, which will incorporate the input of many individuals with
diverse geographical and professional backgrounds; and (3) the
autonomous administrative committee will consist of independent
outsiders.

Reason two above ensures not only that gaming will be difficult to pull
off but that the performance measurements will collectively provide an
accurate aggregate reading of the level of corruption in an LDC, thus
effectively minimizing performance measurement distortions. Given that
corruption will, for practical reasons discussed below, be measured on a
country level and not on an individual level, public officials must bear
some risk that aggregate corruption indicators will not be an accurate
reflection of their individual decision not to be corrupt, even though their
act of forsaking corruption will contribute to lower overall corruption
scores. This risk is not unique to incentive programs using aggregate
corruption figures but rather present in all group incentive programs. It is
expected, given performance measurements’ trade-off between distortion
and risk.’® Further, the trade-off can be minimized because officials have
the tools — the threat of dismissal, demotion, prosecution, etc. — to
pressure their peers and subordinates to meet reduction goals.!"!

Using high-powered incentives is only deemed advisable when
performance measures accurately gauge their intended variable. 112
Heinrich points out that “agency theory suggests that this finding is even
more relevant for a high performance bonus system with aggregate (for

108. Id. at728.

109. Carolyn J. Heinrich, False or Fitting Recognition? The Use of High Performance Bonuses in
Motivating Organizational Achievements, 26 |. POL'Y ANALYSIS & MGMT. 281, 284 (2007).

110. See Baker, supra note 107, at 744-45.

111. Teamwork is discussed infra, Section B.5.

112. Canice Prendergast, The Provision of Incentives in Firms, 37 |. ECON. LITERATURE 7, 14
(1999).
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example, state-level) measures of performance, where there are fewer
competing agents by which to assess effort levels and more distinctive
organizational or environmental contexts that influence performance
outcomes.” 113

However, the quality of corruption performance measures does not
meaningfully depend on the fact that there are “fewer competing agents by
which to assess effort levels”1* because corruption performance measures
do not measure productive output by public servants but rather measure a
specific type of unproductive effort. For example, understanding a
surgeon’s skill, taking into account all relevant variables like the sickness
and age of patients, depends to a significant degree on the success rates of
other surgeons operating on similarly situated patients. But in the realm of
measuring corruption, we already know what excellence is — minimal
corruption.

Given the nature of the performance variable and its measurements,
the value of aggregate or countrywide corruption performance measures is
also not hampered by “more distinctive organizational or environmental
contexts that influence performance outcomes.”15 It would be very costly
and difficult to find enough diverse and reliable sources of data to
accurately measure the corrupt proclivities of individual public servants —
i.e., to find many individuals who have interacted with a particular public
servant and to find enough variation in these individuals’ situations in
terms of, for example, occupation. Plus, we would be unable to accurately
disaggregate how public officials influence each other in terms of
corruption. Using many performance measures that assess corruption on
the national level substantially minimizes these difficulties. We can obtain
a more accurate picture of corruption at the national level than at the level
of individual public officials because we can more easily survey thousands
of individuals’ experiences with corruption when dealing with
government, we can more easily get opinions from a very wide range of
individuals, and this method does not require us to accurately disaggregate
how “distinctive organizational or environmental contexts . . . influence
performance outcomes.”116 It also does not call for us to measure how
public officials influence each other’s tendency to be corrupt because we
would be interested in the total amount of national corruption, not
corruption by individual public officials. Further, the use of both
experiential data (such as asking 3,000 random citizens in an LDC whether
they or anyone living in their household has been asked to pay a bribe in
the last year) and subjective measurements (such as asking an academic
who specializes in Central America to rate the different levels of corruption
in the region) poses no unique or added difficulties in measurement
compared to similar experiential and subjective measurements of other
social phenomena.!'” While perfect measurements of social phenomena

113. Heinrich, supra note 109, at 284.

114. Id.

115. Id.

116. Id.

117. See generally Christopher Woodruff, Mensuring Institutions, in INTERNATIONAL
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cannot be had, corruption can be measured accurately enough to
successfully construct incentive programs with corruption as the
performance variable.118

5. Teamwork

Awarding incentive bonuses based on the performance of a team or
group is generally not as optimal as providing incentives to individuals
based on their own individual effort. This is because members of a group
may be induced to free-ride if the group’s product depends on the
collective effort.® The larger the team, the more prevalent free-riding may
become.’” Yet team incentive bonuses have been shown to be effective
motivational tools,’? and some commentators “see many examples of team
incentives chosen by firms and public organizations.”'? In addition, teams
may be able to create their “own reward or punishment mechanism such as
a social norm to overcome [the free rider problem].”123

Depending on the nature of the performance variable and its
performance measurements, as discussed above, as well as potential
resource constraints, an incentive program’s best option may be to rely on
team or group incentives over incentives for individuals. For example,
while the sales performance of individual traveling salesmen may be
accurately and inexpensively recorded, it makes less sense to attempt to
measure how corrupt individual public officials are, given the cost and
logistical difficulties that such an endeavor would entail.

Burgess and Ratto state that a “key feature of team rewards is that they
may induce peer monitoring . . . and hence reduce the extent of free-
riding.”2* This would likely happen on two fronts. First, given that many
peers would comprise the group of public officials eligible for incentive
bonuses, peer monitoring would put pressure on individuals within the

HANDBOOK ON THE ECONOMICS OF CORRUPTION 105 (Susan Rose-Ackerman ed. 2006)
(arguing that perception-based, subjective indices like the CPI or the World Bank's
governance indicators are better than objective attempts to measure corruption given the gulf
between the law on the books and the law in practice).

118. In The Performance of Performance Standards, Heckman, Heinrich, and Smith make a
further point about the accuracy of performance measures: “performance systems that have
been tried in the past have generally used short-run target measures that are only weakly
related to long-run efficiency measures. If performance standards are to be put in place that
motivate efficiency, long-term studies should be conducted to determine which short-run
measures are strongly related to long-term efficiency criteria.” This lack of correlation should
not be an issue for performance measurements that gauge corruption within an LDC because
long-run success is intricately tied to short-run improvements and measurements. James ].
Heckman et al., The Performance of Performance Standards, 37 J. HUM. RESOURCES 778, 809 (2002).

119. Bengt Holmstrom, Moral Hazard in Teams, 13 BELL J. ECON. 324, 325 (1982).

120. See id.

121. See generally Luis R. Gomez-Mejia & David B. Balkin, Effectiveness of Individual and
Aggregate Compensation Strategies, 28 INDUS. REL. 431 (1989). Gomez-Mejia and Balkin find that
“there was little evidence that the ‘free rider’ effect was a major problem with the use of
aggregate incentives for R&D employees.” [d. at 444.

122. Burgess & Ratto, supra note 75, at 289.

123. Dixit, supra note 75, at 707.

124. Burgess & Ratto, supra note 75, at 290.
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group to stop being corrupt because all of their individual incentive
bonuses would be tied to the group’s ability to reduce corruption in the
LDC. Second, given that all the individuals comprising the top of the
political and bureaucratic hierarchy would be eligible for incentive bonuses
through the performance-based incentive program, intense monitoring of
subordinates by superiors could occur at all levels of the hierarchy.!%
Politicians and high-level bureaucrats could rely on the power bestowed
on them through their positions to pressure lower-level public officials —
through the threat of demotions, sanctions, termination, and/or criminal
prosecution — to stop being corrupt.’?¢ Further, with the establishment of
an incentive program in their country, citizens could also become a
significant source of pressure on public officials to reform their ways and
reduce corruption.!? Thus, many public officials eligible for incentive
bonuses might feel pressure not only from peers and superiors, but also
from the public. Finally, given that free-riding in this situation (i.e., being
corrupt) would constitute a criminal act, peers, superiors, and citizens
would have much stronger tools — numerous anticorruption measures —
than most individuals have at their disposal within a team when others are
free-riding. These once largely ineffective anticorruption measures would
gain sharp teeth with the introduction of incentive programs because those
responsible for enforcing the measures would have a large incentive to
effectively do so: the possibility of years of substantial incentive bonuses.'

6. Risk-Averse Agents

The simple agency scenario in the private sector assumes that agents
are risk-neutral, but it is often assumed that bureaucrats in the public
sector are risk-averse, as public officials cannot “easily diversify the risks of
bad outcomes of public policies and agencies.”1? If government
employees are risk-averse, then they will prefer less sharp incentives —
meaning that public officials will prefer a larger percentage of their salaries
to be guaranteed base pay and a smaller percentage to be dependent on

125. A possible structural variation could be added to performance-based incentive
programs to intensify the power of peer monitoring — granting public officials the power to
deny their colleagues bonus payouts by a large supermajority vote. Requiring a large
supermajority vote would substantially minimize the risk of abusing such a power. The
criteria that would lead to the denial of bonuses could be left to the discretion of public
servants jointly.

126. Making more public officials eligible for incentive bonuses would directly motivate
more public officials to stop being corrupt (those newly included under the incentive
program). As performance-based incentive programs for LDC public officials rely on both
peer monitoring pressure and superior-subordinate monitoring pressure, the increase in the
number of eligible public officials would not necessarily weaken the amount of monitoring
pressure applied by each eligible public official. Even if a reduction in monitoring pressure
per eligible public official occurred by an expansion of the eligible group, the aggregate
amount of applied monitoring pressure could still increase given the added applied pressure
from newly eligible public servants.

127. This point was first discussed in the Introduction.

128. See Part I, supra, for a fuller examination of this point.

129. Dixit, supra note 75, at 699.
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incentive bonuses than risk-seeking or risk-neutral individuals.®® The
same will be true if an agent’s outcome is partially determined by factors
beyond her control, factors that do not have to do with her skill or level of
exertion.  Once again, this does not rule out the effective use of
incentives; it only suggests that less high-powered incentives should be
offered to the bureaucrats.

Public officials’ risk profile will partially determine their willingness to
continue to be corrupt versus their willingness to reform their behavior in
hopes of qualifying for incentive bonuses. They would have to weigh the
risks of persisting in breaking the law (particularly given the increased
oversight of their colleagues) against the risk that, even if they do all they
can individually to cut back corruption, the LDC still might not meet its
performance benchmark to trigger bonus payouts. Regardless of the risk
preference of LDC politicians and bureaucrats, the success of an incentive
program aimed at reducing corruption does not entirely depend on the risk
profile of agents because public servants’ official salaries will not be
reduced if they become eligible for incentive bonuses under newly
established performance-based incentive programs.

7. Nonpecuniary Motivations

Numerous scholars have claimed that a danger with creating
performance-based financial incentive programs for public officials is that
officials devoted to public service at the outset will over time view
themselves less and less as heroes or knights who serve the public
primarily out of an altruistic sentiment or duty to the public good.!32
[nstead they might begin to shirk or simply not be as motivated as before
to give the organization their best efforts as they, under the pressure of
incentive programs, begin to define themselves more as self-interested
seekers of financial incentive bonuses.’® Thus, these scholars argue, the
introduction of performance-based incentives might actually decrease the
overall effectiveness of bureaucrats or at least distastefully create a
perverse “system that turns knights into knaves.”13 Furthermore, even if
the introduction of incentive programs does not decrease public servants’
overall effectiveness, it may cost society financially because before the
incentive program the public officials were motivated by a factor that cost
society nothing: altruistic feelings.!®> Finally, incentive programs might
actually decrease the interest that altruistic individuals have in working in
the public sector and thus change the profile of public officials. As

130. Id.

131. Id

132. See, e.g., Julian Le Grand, Knights, Knaves or Pawns? Human Behaviour and Social Policy,
26 ].50cC. PoL’Y 149, 162 (1997).

133. Id.

134. Id. at162-63.

135. This does not have to occur if, for example, an organization switches from equal pay
for all similarly situated workers (all doctors, for example) to a performance-based pay system
in which the total budget for salaries does not change.
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expected, the prescription by scholars is to rely on low-powered incentives
or no performance-related incentives at all if bureaucrats are motivated, at
least to some extent, by altruistic motivations.

However, the concern that high-powered financial incentives would
transform LDC politicians and bureaucrats from knights into knaves does
not hold up against the reality that a major reason LDCs are poor is
because a shockingly high number of LDC politicians and bureaucrats are
already much more knave-like than knight-like.’3 The point of the
performance-based incentive program articulated in this Article is to
induce these corrupt agents into acting like knights with the hope that over
decades of developing knight-like habits (or at least not being corrupt) they
might ultimately internalize the mentality of knights (or the mentality of
clean government) or, as a pragmatist might have it, effectively be knights,
that is, true public servants upholding good government.

I1I. POSSIBLE DANGERS AND SOURCES OF OPPOSITION

Upon initial reflection, there appear to be numerous potential dangers
associated with, and multiple possible sources of opposition to,
performance-based incentive programs for LDC politicians and
bureaucrats. I address these dangers and sources of opposition below and
explain why they are either not hazardous at all or substantially less of a
concern than one would assume. In any case, none of the worries below
either individually or collectively is large enough to raise serious concerns
about establishing performance-based incentive programs for developing
countries.’¥

A. Appearance of “Buying” Public Officials

Any organization or developed country that might contemplate
establishing incentive programs for different LDCs needs to be aware of
how LDC public officials and citizens might view such a program.13 This
concern about perceptions takes two forms: one legal and one nonlegal.
First, there might be legal obstacles within LDCs that prevent the LDC
public officials from legally accepting a financial payout from foreigners
for any reason. Second, even if legal rules or principles allow foreigners to

136. The same reasoning applies to not worrying significantly about decreasing the
interest that altruistic officials have in being employed in the public sector within many LDCs
and thus having new public jobs filled by non-altruistic hires if performance-based incentive
programs are established for LDC public officials.

137. One potential concern that is not included below (because it was shown in Part [1.B.3
not to be a serious impediment to creating incentive programs) is the possibility that
developing country public officials could effectively manipulate performance measurements
to their advantage.

138. It is also important, but substantially less so, what citizens in developed countries
would think of proposed performance-based incentive programs for LDCs. This issue is
addressed below in Section C.
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give financial payments to public officials within an LDC, the perception of
accepting and being motivated by such payments could be harmful to the
LDC public officials. If LDC politicians think, rightly or wrongly, that
citizens of their country perceive the incentive program as a rogue tool
meant to line the pockets of politicians in order to manipulate their
government for the benefit of foreigners, then the LDC politicians would
be more reluctant to consider the benefits of such an incentive scheme.

There are measures that an organization or developed country
interested in establishing performance-based incentive programs for LDCs
could take to reduce the likelihood that LDC citizens would think that the
creator of the incentive programs was attempting to “buy” the LDC public
servants. Given that there is little suspicion that current foreign aid and
loan programs are attempts by the developed world to buy LDC public
officials, it should not be difficult to convince any initially skeptical public
officials or citizens that incentive programs are genuine attempts to pull
LDCs out of the grip of corruption. Unlike current assistance programs,
the performance-based incentive programs would distribute funds only
when LDC politicians and bureaucrats collectively significantly reduce
corruption. If anything, incentive programs should be viewed less
skeptically than the developed countries’ current practice of giving billions
of dollars to LDCs despite the likelihood that a significant portion of the
funds will be stolen. Many LDC citizens know that current foreign aid,
despite the best intentions, is compromised because LDC leaders will take
a percentage for themselves and their cronies. LDC citizens may also
realize that developed country leaders and citizens are aware of this and
yet still continue to give aid without the imposition of stringent
requirements that must be met by LDC leaders before its distribution.!3
Performance-based incentive programs are designed to reduce the very
activity that stands in the way of getting aid to those in need.

Additionally, it could be pointed out that because foreign aid is
fungible, developed countries currently giving targeted assistance to LDCs
are already in a real sense partially paying the salaries of public officials on
any number of other local projects.!*® Thus, even if LDC public officials do
not illicitly siphon off significant portions of ODA for themselves, they can
still act in a manner that effectively redirects some ODA to government
programs that the donors do not intend to support. For example, it is
estimated that “around 40 percent of Africa’s military spending is
inadvertently financed by aid.”'*! To illustrate how the redirection of ODA

139. For a glimpse of the controversy of how the World Bank was attempting to change
this in regard to its own financing, see Steven R. Weisman, Wolfowitz Corruption Drive Rattles
World Bank, N.Y. TIMES, Sept. 14, 2006, at C1.

140. See JAGDISH N. BHAGWATI, THE ECONOMICS OF UNDERDEVELOPED COUNTRIES 210
(1966). Bhagwati recounts: “The Austrian government was planning to build a power plant
from its own funds and wished to use Marshall Plan funds to rebuild the [Vienna] Opera
House. When the American authorities failed to see that the Opera House was essential and
withheld funds for this purpose, the Austrian government merely switched their financing
plans: they reconstructed the Opera House from their own funds (previously earmarked for
the power plant) and successfully secured Marshall Plan aid for the power plant!” Id.

141. COLLIER, supra note 4, at 103.
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occurs, assume that France gives $200 million in ODA to Mali specifically
to build schools, and that Mali already has part of its government budget
allocated to the same task. Mali can then choose to take some of the money
in its budget allocated to building schools and shift it to other government
spending. For example, a portion of the Mali budget that was previously
allocated to building schools can be shifted to meet the salaries of public
officials. If this occurred, France would in effect be contributing to the
payment of those salaries. Considered in this light, financial incentive
programs for LDC public officials do not represent a radical departure
from the targeted foreign assistance programs already in place.

If the same incentive program is offered to public officials in many
LDCs simultaneously, it would strengthen the perception that the incentive
programs are genuinely aimed at helping LDCs break the grip of harmful
corruption. Ideally, the group of eligible LDCs would represent varied
political systems, geographic regions, cultures, religions, ethnicities, and
income levels to help dispel possible views that incentive program
founders were attempting to illicitly or unduly influence a particular group
of LDCs.

The identity of the organization interested in establishing incentive
programs for LDCs is also important in enhancing the credibility of the
programs. As mentioned earlier, if individuals desire to fund an incentive
program, it would be appropriate for them to allow others — e.g,, a group
of NGOs or developed countries or the United Nations — to design and
administer the program. Coalitions of program founders and/or program
designers could be deemed more legitimate than individual organizations
or countries establishing an incentive program on their own. A coalition
conveys to participants that numerous countries and organizations believe
in the efficacy of the programs. The same is true for coalitions of private
foundations or NGOs. Governments could consider partnering with
private organizations and vice versa. Also, all potential donors, not just
individuals, could donate adequate funds to the United Nations or another
intergovernmental organization, allowing those organizations to establish
and operate the incentive programs.

Finally, if legal obstacles exist within LDCs that prevent politicians and
bureaucrats from accepting financial payouts from foreigners (or from
anyone for that matter), a referendum should be conducted to decide
whether an exception should be made for bonus payouts from
performance-based financial incentive programs that aim to reduce
corruption within the respective countries. If a referendum is not a viable
option, then the legislature of the LDC should seriously consider creating
an exception in the law solely for a detailed performance-based incentive
program.

It is unknown how many LDCs would decline to take part in foreign-
financed performance-based incentive programs. Performance-based
financial incentive programs established by a coalition of DC governments,
intergovernmental organizations, private foundations, or NGOs would
very likely be perceived to be legitimate by the letter of the law and public
opinion in many if not most LDCs. However, even if only a small
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percentage of LDCs initially allow incentive programs to be established for
their public officials, any ultimate success that this group of LDCs
experiences in reducing corruption could be a significant factor in later
convincing other LDCs to allow similar programs to be established for their
public officials.

B. Intensifying Illegal Scramble for Political Power

While it is most likely that any intensified competition for political
power brought about by the introduction of an incentive program would
drive current politicians to clean up their act and might also lead to more
capable and honest individuals deciding to enter politics, it is possible that
no such beneficial effects would come to pass. Instead, the incentives
might attract those who would try to manipulate the political process in
their favor. This slim potentiality is effectively mediated by the fact that
noncorrupt public officials could monitor and prosecute individuals
responsible for irregularities at any point in the election cycle. Public
officials generally, and specifically those in charge of monitoring elections,
who are eligible for performance-based bonuses would have the incentive
to effectively monitor elections and pressure their subordinates to do the
same.¥?

To avoid the risk that political candidates would use intimidation and
violence to attempt to sway elections to make themselves eligible for
incentive bonuses, incentive programs could make future politicians
ineligible for incentive bonuses if they take power through intimidation,
violence, and/or military action. If such a clause is added to incentive
programs, it should only apply to future politicians since there is no benefit
from preventing current politicians who have already illegally seized
power through force from participating in performance-based incentive
programs. In the unfortunate event that a politician takes power through
force after an incentive program is already in place, then there would be no
choice but to follow Kant’s advice and patiently wait for the leader to leave
before resuming the program.43

C. Opposition from Developed Countries and Legality Issues

If benchmarks are met, performance-based financial incentive

142. If the threat of prosecution is not enough, another potential way to reduce the
likelihood of a harmful battle for political power would be to give the losing political
candidates financial bonuses if they receive at least a certain percentage of votes cast,
assuming that the LDC reduces corruption enough to meet performance benchmarks. The
need for such a policy would vary depending on the structure of the political and electoral
systems.

143. See Immanuel Kant, To Perpetual Peace: A Philosophical Sketch, in PERPETUAL PEACE,
AND OTHER ESSAYS ON POLITICS, HISTORY, AND MORALS 107, 136 (Ted Humphrey trans., 1983).
Kant poses the question “’"May a people rightfully use rebellion to overthrow the oppressive
power of a so-called tyrant (nontitulo, sed exercitio talis)?’” His response is “it remains wrong
in the highest degree for the subjects to pursue their rights in this way .. ..”
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programs would provide LDC politicians with yearly bonuses that would
dwarf the salaries of many DC politicians. Some of these politicians might
scoff at the idea of being paid less than LDC politicians and hence refuse to
create incentive programs for LDCs, regardless of whether they agree that
existing foreign aid has not been working and that incentive programs for
LDCs could be a solution.!* [f such sentiment begins to brew, it would be
necessary to emphasize to DC politicians that many of their LDC
counterparts are already taking home more money than they are because of
the existing pervasive corruption and that incentive bonuses are needed to
help the poor in LDCs by paying LDC public officials to significantly
reduce corruption.

It is unlikely that the general public within developed countries would
object to their governments’ funding incentive programs for LDC public
officials.’> Public support for foreign aid is high among the twenty-two
developed country members of the OECD Development Assistance
Committee. In a 2002 survey, all twenty-two member countries had a
supermajority of citizens who believed in the principle of helping poor
countries — in fact, the lowest support among the twenty-two countries
came from Austria, where 68.7% of the public was in favor of assistance.4

To preempt any potential resistance from DC citizens against their
countries’ funding incentive programs, DC politicians could make a
responsible effort to convey the need for and worthiness of the incentive
programs in LDCs. This effort could include an informational campaign
highlighting: the dire need of individuals within LDCs, the reasons for the
failure of previous foreign aid efforts, and how incentive programs offer a
promising solution. It would also be important for politicians to publicize
how much their current government provides in ODA — for example, the
U.S. government dedicates only 0.88% of its total federal budget to ODA,1¥
not 20% like Americans, on average, believed in a 2001 survey.!¥® If some
Americans are against ODA because they think it constitutes too large a
percentage of the federal budget, their resistance to ODA might turn into
support once they are informed of the actual amount spent on ODA.
Further, it would be critical to stress that LDC public officials would only
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receive the incentive bonuses if significant progress in reducing corruption
occurs. Finally, if incentive programs successfully induce some LDCs to
improve, it would be likely that some initially skeptical DC citizens would
come around to the idea of supporting incentive programs that target
corruption.

If one developed country or a group of DCs establishes a performance-
based financial incentive program, one would not expect the program to
face challenges of legality, either domestically or internationally. As was
mentioned earlier, foreign aid is considered acceptable, even if it can
encourage corruption. To a certain extent, ODA is already given to
influence the behavior of LDCs; this would also be true of incentive
programs targeting corruption, yet the influence would not be masked, but
explicit.

It would also likely be legal for individuals, NGOs, or private
foundations within developed countries to create an incentive program for
LDC public officials to reduce corruption. Nevertheless, to maintain the
appearance of propriety, any individual interested in funding an incentive
program would be wise to donate the money to establish the program to a
coalition of NGOs, private foundations, developed countries, and/or
international organizations. It would also be prudent for any NGO or
private foundation desiring to launch an incentive program to join other
NGOs, private foundations, developed countries, and/or international
organizations in the endeavor. The most appropriate comparison to
incentive bonuses for the purposes of DC anticorruption laws is the
awarding of well-known honors, like the Nobel Prizes. The altruistic
nature of incentive programs for LDC public officials would shield those
private individuals or organizations from legal challenge.

The OECD Convention on Combating Bribery of Foreign Public
Officials in International Business Transactions was concluded in 1997.149
The OECD Convention prohibits payments made to foreign public officials
“in order to obtain or retain business or other improper advantage in the
conduct of international business.”150 Incentive programs appear not to fall
within the concern of the OECD Convention because they do not attempt
to gain any private business or other improper advantage.15!

The United Nations Convention against Corruption uses similar
language to the OECD Convention: “Each State Party shall adopt such
legislative and other measures as may be necessary to establish as a
criminal offence” the offering “of an undue advantage” to a foreign public
official “in order that the official act or refrain from acting in the exercise of
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his or her official duties, in order to obtain or retain business or other
undue advantage in relation to the conduct of international business.” 152
As with the OECD Convention, incentive bonuses associated with a
performance-based incentive program for LDC public officials do not
appear to fall within the purview of the United Nations Convention
because such bonuses are intended to motivate public servants to perform
their jobs honestly and the incentive program would not seek any
advantages for itself.

D. Precipitating Poorer Governance

Although unlikely, two scenarios could materialize: (1) LDC public
officials eligible for incentive bonuses under an existing incentive program
could purposefully, at first, become more corrupt so that in the future they
could more easily reduce corruption and receive bonus payouts, or (2)
corrupt LDC public officials that do not yet have an incentive program in
place for their country could decide to become more corrupt in hopes of
getting an incentive program in the future.

The situation in the first scenario can be avoided by not adjusting
performance benchmarks downward even if the level of corruption
worsens. Accordingly, public officials would not have an incentive to
initially worsen their behavior because doing so would only make it more
difficult to ultimately meet the benchmarks that would qualify them for the
incentive bonuses.

As for the second scenario, relatively clean LDC governments that
might not qualify for incentive programs would have institutional power
to resist public officials becoming more corrupt. It would be reasonable to
assume that they would resist the temptation of doing harm to their
country for the uncertain chance that they would be considered as
candidates for an incentive program targeting corruption if they became
sufficiently corrupt. If an LDC is very corrupt but not one of the ten LDCs
offered incentive programs initially, as discussed earlier, some public
officials in the LDC might be tempted to draw attention to themselves by
becoming more corrupt, and the LDC would have little institutional
capacity to stop them. It seems unlikely that public officials would employ
such a strategy, however, because there is no guarantee that it would result
in success. Coordinating such a strategy among hundreds of politicians
and thousands of bureaucrats would be difficult. Moreover, even if such
strategists could pull off a dramatic increase in corruption that draws
international attention, there is no guarantee that such attention would
have the desired persuasive effect on the committee in charge of selecting
LDCs for financial incentive programs. Finally, if incentive programs
successfully reduce corruption in the first batch of ten developing countries
in which they are offered, it would appear likely that new incentive
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programs would be created for other LDCs. Yet, if the first generation of
incentive programs proves unsuccessful and no or few bonuses are paid
out, then there would be a lack of enthusiasm for establishing new
incentive programs — giving corrupt public officials in an LDC not already
covered by an incentive program no motivation to become more corrupt in
the hopes that an incentive program would be established for them.

E. Solidifying Politicians” Expectations of Money

At the end of a successful incentive program, after thirty years of LDC
public officials receiving large financial bonuses, those officials might
demand continued bonuses of roughly comparable sizes or consider
drifting back to the bad old days of endemic corruption. While public
officials might expect good salaries after the conclusion of an incentive
program, the risk that they would actually resort to corruption rather than,
for example, demand higher salaries is likely minimal. Furthermore, the
discussion should be placed in the proper context. LDC citizens should
prefer a well-functioning, clean government whose public officials expect
to be well compensated for good performance over a poorly functioning,
corrupt government whose public officials simply steal whatever they can
get away with. While public officials’ salaries would probably not be
nearly as high as incentive bonuses after the conclusion of a successful
incentive program, it would be very likely that official salaries would be
significantly higher than at the start of an incentive program. This is partly
because citizens would likely be willing to support wages that sustain the
clean governance, and partly because, after thirty years of cleaner
government and the benefits that go along with it, one would expect the
LDC to have the resources that would allow it to pay higher public sector
salaries.

What is of utmost importance is to establish clean governance
conducive to sustained economic growth; that makes all other challenges of
development, e.g. in health care and education, more manageable. If this
can most effectively be accomplished by offering politicians and high-level
bureaucrats incentive bonuses, then discomfort with the fact that the
bonuses might enrich those who receive them should not be allowed to
overshadow the real societal benefits engendered by the program.

CONCLUSION

Since those who are corrupt are often those who are in positions of
political power, it has been a monumental challenge to successfully
encourage these individuals to reform their behavior. Performance-based
financial incentive programs for poor and low middle-income countries
can establish an environment of clean governance favorable to long-term
economic, social, and political development. Paying abusers to stop
abusing may seem distasteful, but there is probably no faster way to
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improve the lives of millions than to do just that.



