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Introduction
1. Corruption can broadly be defined as the abuse of entrusted power for private gain. The word can cover a whole range of abuses.  On one level it can refer to the risk of taxpayers’ money in DFID programmes being fraudulently spent or stolen.  On another level it can refer to corruption within a country and its institutions, with the negative impact that this has on development prospects. DFID sets the highest standards for the manner in which its own money is spent. Through its development programmes, DFID also works to reduce the prevalence of corruption in each of its partner countries. 
2. In November 2011, the Independent Commission on Aid Impact (ICAI) reviewed DFID’s approach to tackling corruption. It found that DFID had a good awareness of the fraud risks and seeks to safeguard UK funds through appropriate choices of funding channels and programme design, and often played a leading role within the donor community on anti-corruption work.  It did however recommend that in any country assessed as having a high risk of corruption, DFID should develop an explicit anti-corruption strategy. As part of its response, DFID is producing anti-corruption strategies for each of its main partner countries. This strategy sets out how DFID will (a) safeguard UK taxpayers' money and (b) support efforts in Afghanistan to reduce corruption and its impact on development over the next three years. 

3. The UK Government is committed to transparency, results and value for money.  To make it easier for taxpayers and citizens in its partner countries to ‘follow the money’, DFID now publishes details of all its new programmes and of all transactions over £500 on the DFID website (http://www.dfid.gov.uk).  

Protecting UK aid funds in Afghanistan
4. Corruption is consistently identified by the Afghan people as one of their biggest concerns after insecurity and unemployment.  In 2012, Transparency International ranked Afghanistan 174 out of 176 countries, in joint last place with North Korea and Somalia. The World Bank’s Control of Corruption indicator shows Afghanistan on a negative trend, and Afghans are also bleak about progress: in a recent survey, 64% thought public institutions had not shown any improvement in reducing corruption.
5. DFID Afghanistan’s budget between 2012/13 and 2014/15 is £534 million. DFID uses a variety of funding mechanisms and partners. In recognition of the corruption and other risks of delivering aid in Afghanistan, DFID does not provide direct budget support to the Government of Afghanistan. Instead funding is provided in the following ways:
· Multi-donor trust funds (56%). These are administered by intermediaries such as the World Bank that are judged to have adequate monitoring and procurement safeguards in place. The multi-donor trust funds provide funding in line with Afghan Government priorities across a range of sectors including education, health, agriculture and infrastructure.  

· Multilateral organisations such as the Asian Development Bank or NGOs (18%). These organisations act as managing agents or partners for DFID’s programmes and advocate for reform and work with communities to improve livelihoods, manage local resources and demand better services from government. 
· Commercial service providers (26%). These are experts contracted following rigorous and transparent international competitive tendering. They provide dedicated specialist expertise – local and international - that would otherwise be unavailable to either the government or DFID, for example in institutional reform.
6. DFID has a range of standard controls and measures in place to protect UK aid. These include rigorous risk assessments and monitoring requirements for all projects and programmes. Regular internal and external audits add a further level of assurance that money is spent on the purposes for which it is intended. DFID is continually strengthening its risk management procedures, and has recently brought in additional measures including: more detailed fraud and corruption risk assessments in programmes; enhanced pre-funding ‘due diligence’ checks on partners; and specialised training for staff. Where there is suspicion of corruption and fraud DFID will always follow up; and if fraud or corruption is uncovered DFID will always take action and work to recover UK taxpayers’ money. 
7. In Afghanistan, DFID will continue to ensure integrity and value for money through the above, and by: 
· Undertaking a systematic assessment of fraud and fiduciary risk across its different programmes. Developing even stronger programme management practices and controls, and allocating additional staff time to the scrutiny of higher risk and higher spend projects.  

· Using pooled funding mechanisms where adequate safeguards are in place and there is evidence that these mechanisms are lower risk than other funding options. In addition, using DFID’s policy and financial influence in pooled funding to support a zero tolerance approach to fraud and corruption if identified and to ensure close monitoring of performance.

· Taking a proactive approach to support reporting and whistleblowing mechanisms. DFID will support Afghans to raise any suspected fraud and corruption in UK-funded projects by providing increased opportunities for reporting concerns. DFID will also build in beneficiary or third party monitoring wherever possible, and pilot a continuous audit for high risk projects. 
Supporting efforts to reduce corruption in Afghanistan
8. Over the next three years, DFID will support Afghanistan to tackle corruption through:

· Supporting public financial management reform to improve ministries’ ability to budget, spend and account for their funds through on-going programmes. This will increase the accountability and effectiveness of key institutions.
· Expanding support to the Afghan mining and extractives sector to strengthen its systems, reduce opportunities for corruption and enhance opportunities for investment. The extractives industry will be critical in helping Afghanistan to raise revenue to address its future needs. 
· Empowering more Afghan civil society organizations and citizens to hold public institutions to account through increased transparency and advocacy, allowing them to report concerns and demand action on corruption.  
· Providing support to political institutions such as parliament, provincial and district councils to help them to be increasingly representative, accountable and effective. DFID and other international partners are also committed to supporting the delivery of credible elections, with reduced scope for corruption or fraud. 
9. With the Foreign & Commonwealth Office and National Crime Agency, DFID will take a lead role to deliver a consistent, sustained UK approach on grand corruption issues. With the international community, DFID will lobby for the Afghan Government to meet its anti-corruption commitments. The British Government will back global and regional initiatives on corruption including work to recover money being laundered through the UK and action to address bribery.
More information

On the country programme is available on the DFID website at: http://www.dfid.gov.uk/afghanistan
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