COVID-19

HOW TO ENSURE EMERGENCY FUNDS REACH THOSE IN NEED

As governments spend trillions of dollars on COVID-19
response, billions of dollars - and many lives - could be lost if
that money is not closely monitored and accounted for.

In fact, it's already happening. Federal prosecutors in Brazil
have launched more than 400 investigations into suspected
cases of corruption involving COVID-19 money.' In Colombia,
14 of the country’s 32 governors are suspected of corruption
involving emergency COVID-19 funds.? Bolivia's health
minister was arrested on suspicion of corruption related to the
overpriced purchase of ventilators.® In Kenya, the hashtag
#MoneyHeist trended on Twitter over public outrage of the
government's handling of emergency funds.*
Parliamentarians in Uganda were ordered to return $2.6
million they had allocated to themselves to “raise awareness
about coronavirus” after public concerns were raised.®

Governments and international institutions have announced
spending of at least $16 trillion thus far in response to COVID-
19,° and governments have enacted hundreds of fiscal policies
to offset the pandemic’'s impacts.” By necessity, these
decisions are being taken and money spent very rapidly; yet
often there is little or no oversight, increasing the risk that
money is stolen or mismanaged and that additional lives are
lost or ruined.

Concerns about the misuse of COVID-19 funds are acute given
pre-pandemic realities: even in normal times, few
governments are sufficiently open about how money is
allocated and spent:

"We canill afford a
corruption
pandemic on top of
a health
pandemic."

Waihiga Mwaura,
Kenyan journalist

"As large amounts
of money are
infused into the
economy to
alleviate the crisis,
corruption risks
should not be
underestimated.”

Marin Mrcela,

President, The Council of
Europe’s Group of States
against Corruption

- Three-quarters of the 117 countries surveyed in the most recent Open Budget
Survey lack sufficient levels of budget transparency to ensure that government
spending can be effectively monitored.® Weak oversight by legislatures and
auditors and scarce opportunities for public input risks leading to unaccountable
institutions, missing money, and spending that fails to align with citizens' needs.



- Less than one-third of countries have taken steps or made commitments to publish
contracting data.” Procurement and contracting is the world’s number one risk for
corruption and fraud.”® On average, between 10% and 25% of a public contract’s value
may be lost to corruption." The health sector, in particular, is at high risk for public
procurement fraud.” Fraud involving the procurement of personal protective
equipment was reported in 47 of 58 countries (81%) in an April 2020 survey."™

- Nearly three-fourths of the world’s largest corruption scandals have involved
companies with hidden ownership.'* Company ownership secrecy easily enables the
criminal and corrupt to sidestep accountability for their actions, effectively
incentivizing the theft of public funds.

- Donors governments frequently fail to publish detailed data on foreign assistance.
Less than half of development agencies scored “good” or “very good” on the most
recent Aid Transparency Index.” Previous crises (e.g. Ebola, 2004 tsunami) exposed
inconsistent reporting by donors, including failure to disclose details on actual
amounts disbursed, making it difficult to monitor the funds and assess impact.'

The health sector is especially vulnerable to corruption, causing estimated losses of at least
$455 billion of the $7.35 trillion spent each year. The influx of large cash flows and medical
supply shortages common in humanitarian emergencies creates fertile ground for fraud and
corruption.”

Strong oversight and monitoring of emergency funds can help save lives. It can root out
corruption and fraud, helping to ensure that money reaches its intended recipients. It enables
markets to function effectively, potentially driving down prices, and helps identify price
gouging. In the long-term, it can build citizen trust and strengthen systems and institutions
to prepare for and protect against future crises.

To ensure that emergency funds have maximum impact, governments and multilateral
development banks should embed the following principles in all emergency and economic
support programs.

All governments should:

- Publish all relevant emergency spending measures and budget documents online.

- Require that procurement processes are open and competitive, and publish all
contracts.

- Establish or mobilize oversight bodies to monitor and audit all emergency spending,
and publish their reports online.

- Establish and enforce whistleblower protection laws to encourage and protect
individuals who report on fraud and corruption.



- Collaborate with civil society and journalists on monitoring the implementation of
emergency measures, and actively solicit public feedback on challenges in accessing
or monitoring funds.”®

- Require all companies receiving emergency funds to publicly disclose their beneficial
ownership information.

- Publicly report on new and total debt obligations, including any new fiscal risks that
arise from the crisis.

- Actively monitor for and prosecute price gouging attempts involving COVID-19
supplies, medicines, and vaccines.

Donor governments and multilateral development banks should:

- Encourage recipient governments to practice the above principles for all aid and debt
relief.

= Publish details, including both commitments and disbursements, for emergency
grants, loans, and debt relief, making clear which resources are additional.

- Set aside dedicated funds in each program for evaluation and audit, and preserve
programs designed to improve governance and financial management systems.

- Publish information in an open format to the standards established by the
International Aid Transparency Initiative (IATI) so that project-specific spending can
be tracked.
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