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Abstract

Low efficiency of public administrations is consate an obstacle towards
overcoming the effects of the financial crisis aacbvering growth. Why does this
happen? It is for sure because principles, critetechniques of good management
are not tailored to the peculiarity of public inest organizations, but also because
public integrity distortions orient people to ugeas an instrument to exercise
power. New Public Management has not been suffiteebreak the vicious circle
of inefficient public administration and a new aotirruption law has been
introduced in Italy. Its main objective is to preveand control “the negative
corruption effect” attempts towards the common gee@lso characterized by
capital rationing — which can compromise the présand future wealth of
communities.

Keywords: New Public Management; Public Integrity; CorruptioRules;
Accounting Regulationfransparency; Public Administration; Global Markets

1. From New Public Management to Public Integrity Management

The financial crisis that broke up in 2008 — evd#rmough some early signs had
already been spotted in 2007 — was mainly analys@dregards to the relationship
between financial and real, brick-and-mortar ecoyydire role of market and state
intervention (in terms of government bail-outs ainks, real estate investing
institutions, automotives and other enterprisesstimtegic sectors). Policies to
restore public finance balance, to reduce or atleat to increase public debt, to
favour the economic recovery, to avoid some coestdefaults in order to defend
the Euro and the world economy have been discubséu at national and at
supranational level (European Union, Euro Group, G820, IMF, World Bank).
Inadequate attention was given, on the other hantthe impact of hidden or even
criminal economy on legal or legitimate economy.

As a hidden, shady economy grows, it becomes haddrharder to support
economic growth and social development through aakecpublic policies.

In this context the public sector has the goal e responsibility to promote
social sustainability in order to facilitate grow#nd development, taking into
account all stakeholders' requirements, in one viorgursue public interest. The
Italian critical situation is due to many factoms:rigid labour market, a vast
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majority of SME that are not able to face and tacilobal competition, a high
public debt and, consequently, a high amount adredts to be paid, a fragmented
financial system, as well as a political system nghgarties in power sometimes
operate only to favour specific interests, so thay become accountable to people
willing to usecorruption (Senior, 2006) andribery to achieve their goals (Pepe,
Mushagalusa Nshombo, Risso, 2014; Del Monte, Papa@@7; Chien, 2008;
Cepiku, 2002, 2004; Borgonovi, 2002; Broadman, Ratiai, 2000; Kaufmann,
1998; Borgonovi, Giavazzi, 1994; World Bank, 2006a)

In order to overcome the (ab)use of power, orgdiizal, reporting and anti-
corruption models (Esposito, Ricci, 2015), may le#pful to monitor, prevent,
control and report the phenomenon of corruptiorteration, integrity distortion
(Lasthuizen, Huberts, Heres, 2011) and State caphbath in service delivery and
regulatory functions (Schick, 2003).

The main questions the present paper tries to ansae be summarized as
follows:

- What is the impact of corruption and crime on tiadidn economy?
- What are the measures of the new anti-corruptianindtaly?

The paper proposes a conceptual framework (deduapproach) and an analysis

of the Italian anti-corruption law (inductive appai).

2. Methodological Process

The research is based on a literature review abotggrity distorsions
(corruption, tax evasion, ab-use of power) and Newlic Management (from now
on NPM) theories on management applied to publmiagtration (Kickert, 2004;
Hughes Owen, 2003; Pierre, 1955; Mussari, 1994;d1d®91; Hood, Jackson,
1991; James, Kenneth, 1983), useful to investigae variables and the
dimensions producing State Capture and corruptidhe Italian case.

Corruption is characterized by obscure and confusedders in the same
dimensional definition and measurement (linked ke tindex of perceived
corruption). So, starting from a literature reviethjs study is based on data
published by Transparency International.

The analysis of corruption level achieved by somadéiain local governments in
crisis, iIs measured on the responses to a senchgted questionnaire by
councilors and public managers, looking at undeditey the potential link
between good governance practices and a suitabtauai@bility system able to
improve citizens’ and stakeholders’ participatiomd doyalty (Borgonovi, 2007).
The paper aims at measuring political commitment order to undertake
responsible policies and involve stakeholders istoategic decision-making
processes ruling out client and patronage behaviors

Through a questionnaire, the paper analyzes whielha& key factors in defining
political accountability and how transparent anfectieint public governance models
might improve government performance in managinglipuesources, in providing
public services and in getting better inter-goveental relationship. The work also
provides a critical perspective on accountabilitg dimits of transparency as this
can be viewed as the first stage of a largest resestream on the possible methods
of assessing accountability (Ricci, 2016).
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3. Literature Review

Literature defines integrity as the quality of agtiin accordance with relevant
moral values, norms (Raine, Keasy, 2012) or rulessthuizen, Huberts, Heres,
2011; Shah, 2007). Lack of integrity or distortiarpoliticians’ and public officials’
behavior causes the condition dbtate captureactions of individuals, lobbies,
companies, in both the private and public sechat mmay influence the enactment
of laws, regulations, decrees and other governmpelities to their advantage
through illicit and non-transparent provision ofnbéts to public officials (Jain,
2001; Broadman, Recanatini, 2000; Kaufmann,1998e World Bank (2000),
definesState captureasthe tendency by some elites, firms and groupsowfep
and/or interest, to illegally contribute to therfeation of laws, policies and
regulations of the StateHellmann (2002), definesState captureas group of
companies' efforts to contribute to the design apgroval of laws, policies, and
regulations of the State, to their advantage, byvling illicit private gains to the
officials, to maintain public ordeBroadman and Recanatini (2001) defiaite
Capture as a form of corruption that is particularly harmfuh the ability of
companies to subvert the entire political processensure that policies and
regulations favorable to their interests are enabte capturedin the World Bank
Transition Report (2000) on the analysis of “amtiraption” measures, a
distinction is made betweeState capturendadministrative corruptionThe latter
is defined as an intentional distortion (Broadmamd aRecanatini, 2000) in
implementing laws, rules and regulations as a tesullegal and non-transparent
provision of personal benefits to public officiala. addition, the report points out
the way politicians and state officials may eith@pomote or be subjected to
corruption. The authoritative body Transparencegimational definesorruptionas
“abuse of entrusted power for private berigfither material or not, linked to
political and/or professional ambitions (Whilhel2©02).

The aim of corruption is to allow undeserved adagaes to stakeholders,
producing loss or destruction péiblic value (Esposito and Ricci, 2014, 2015) . The
economist lan Senior (2006) underlined a furth@eeasof corruption, as he argued
that there is corruptiofwhen a briber secretly does a favor to a corruptdan
appointed person, in order to influence some astitilat may benefit both the
corruptor and the appointed person, and on whighdbrrupted has authority”.

The World Bank Report also propose a taxonomy sfitutions being captured
(executive, legislative, judicial system, indepemdeegulatory agencies), type of
capturer (private companies, interest groups, ipaliteaders), and type of benefits
provided to public officials (money bribes, in-kigdts, shares or property rights in
companies and businesses). Capture through caruptay also occur beyond the
borders of the State by companies and foreign tove®r by foreign governments
(Pashev, 2011; Kaufmann, 1998).

Among several corruptive phenomena (legal, bustbased, political,
legislative, etc.), OECD identifies a clear distion between corruption, State
capture, abuse of office, lobbying activities aodftict of interests (OECD, 2013).
Furthermore, OECD identifies a set of causes thi#rdependently contribute to
produce the phenomenon of corruption and StateusaCepiku, 2002, 20041)
inadequate compliance with accounting and repompirageduresii) weakness of
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internal and external control systenis), legitimate appointment of unprofessional
peopleiiiii ) lobbying and funding activities aimed at subsiity private to general
is a complex and difficult issue to investigateseachers, academics or
organizations dealing with it have different poinfsview on the issue. Actually,
there are many disciplinary perspectives (in tke&l§ of macroeconomics, political
science, sociology, public management, businessagsment, business ethics, law
and administrative law), that can be consideredenioductive and descriptive in
North America, UK and Northern Europe, and moreudéide and normative in
Germany, France, Italy and Southern Europe inrgéne

Until recent years, economics and managerial ssushewed inadequate interest
in corruption. These disciplines were much moreerdgd to understand the
physiological behavior of enterprises, marketsneaac systems rather than their
pathological aspects. Economics and managementi¢eeoere defined with the
aim of enhancing an efficient functioning of econoraystems, enterprises and
public institutions (Pepe, Mushagalusa Nshombosd&i014; Brondoni, Pepe,
2007; Brondoni, 2003). Corruption was considerediniya an effect of
anthropological, ethical and moral attitudes.

In the past two decades, however, it has becomaretleand clearer that
weaknesses and even failures in economic develdpraed international
cooperation, the increase in public deficits anbtslén many developed countries,
the financial crisis, the bankruptcy of companiesl ®anks have been all either
caused or boosted by corruption (Esposito and R&d7a). Shady or illegitimate
flows of money generated by corruption, as welbwasackets and drugs deal, cause
distortion in international trade, financial traosans, public works, international
tenders and market functioning in general. Cororptffects the market creating
deviance, malformation, deformation and degenerafibewis, 2008; Golden,
Picci, 2005; Jain, 2001). Therefore, economic sthand business ethics have
become a more and more relevant issue for reseautttieaching in the fields of
economics and management. One can therefore sagdiraption is an informal
economic process that generates hidden costs mdhieet transaction, in particular
with regard to business government relations (bexaf alterations in politicians’
and public officials’ integrity). This process leatb:i) private profits and benefits
to the detriment of the public communify); State capture and Society captuiig;
competition distortions, hindering economic growfthhis is how corruption
becomes a systemic failure of the legal and legiten@conomy.

4. Economic Development and Institutions

Economic development theories underline a negatredation between
underdevelopment and corruption of public bodiesth{bcentral and local
governments), that is confirmed by many empirieslearches and evidence-based
analyses (World Bank, 2006a, 2007). The higher aberuption, the lower the
development or, as in the case of developed castiiie lower the GDP increase.
This is at the same time a direct and indirect equence of the impact of
corruption on the legal environment weakening, guatiministration inefficiency
and unfair or distorted competition. Broadman arnetddatini's explanation is
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appreciable from a theoretical point of view (sety the adapted formula), but it
reveals perhaps a lack of empirical robustnes®mesof the institutional indices
that are likely to be endogenous to corruptionit ifs true that low quality of

government, weak institutions, low level of realheracy, low trade/GDP ratio
may clear the way for corruption, it is also trimatt the diffusion of corruption
prevents the strengthening of legal context andlipudministration reforms,

creating a vicious circle.

Figure 1: Formula for corruption

Corruption = f (quality of government, quality of politicastitutions, openne
to trade) = B1 + B2 (Institutional indicators) + B@ndex of democracy) + E
(Trade marks, plans, system index Corruption= fa{tjy of governance, quali
of political institutions, openness to trade)= B1 + B2 (institutional wators) +
B3 (democracy index) + B4 (Trade Marks, design imaéx systems)

Source:Broadman & Recanatini, 2000.

Several programmes of the World Bank, IMF, RegiddaVelopment Bank and
bilateral or multilateral agreements for economewelopment did not achieve the
expected results (according to a macroeconomic Mddeause of government
corruption. For this reason, in the last 10-15 gear chapter on institutional
building was introduced in all dossiers that ref@rinternational agreements on
economic development and financial stability (Womhnk, 2013). National
responses involve fighting corruption, whereasaomg integration is seen as a
way of introducing external pressure towards drgwietter policies. This implies
going beyond the trade agenda into deeper issuesliafy reform. The question
would then become whether peer pressure at regiaval can bring about
responsive national institutions to global challeng‘Answering this question is
more likely to provide policy makers with a handle how to bring about the
positive interaction, rather than simply liberatigitheir economic regimes in the
hope that the appropriate institutional change wiliterialize”. (OECD working
paper n.181-How globalization improves Governahmember 2001).

Data on perceived corruption in the last three y€&ransparency International
NGO Ranking) show that economic underdevelopmeribwr economic growth
rate are also a consequence of the impact of dwrupn the competitiveness of
enterprises and the overall economy. Furthermoma]d\Bank economic studies
show that the investment rate increases when théeince of corruption decreases:
by recovering two points in a hypothetical corroptscale from 10 to 1 (from low
to high incidence), the investment rate/GDP wariolwv at least by 4% whilger
capita GDP would increase at least by 0.5% per year. fidaing available results
in the literature, a detectable significant direttect from trade policy is not
measured; however reducing trade barriers may Istilg positive corruption
reductions in the long run. More open economiegoyamy more foreign
competition and investing abundantly in institutiomlding, will normally register
lower corruption levels.” (OECD working paper n.18dw globalization improves
Governance, November 2001).

In Italy, some institutions and independent redgans and think tanks (Italian
Central Bank, Treasury Department, Finance Minidtiglian Statistical Institute
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and others) estimate that corruption reaches Ti@rbiEuros, around 4.5% of GDP,
that is a relevant part of the hidden economy eggohin 150 billion Euros, around
9.4% of GDP. Even if corruption is a general pheapnon in society, Public
Administration can be considered its privilegedcplaespecially with regard to
public procurement of goods and services, planpemnissions, trade licenses and
permits, credit-granting or subsidized loans togte enterprises. It is clear that the
Country’'s economic recovery may be facilitated loyedfective policy to reduce
corruption. This is a requirement to attract foneigvestments that nowadays are
also constrained by lengthy bureaucratic procedures

5. From New Public Management (NPM) to Public Integty Management
(PIM)

The New Public Management, or simply managementliexppto public
administration, as it is in Italian Economia Aziendale or german
Betriebswirtschaftslehreis undoubtedly an advancement in comparison & th
bureaucratic model. Actually, it enables to deal oxly with sovereign functions
for which legal and formal criteria are prevaldmit also with functions for which
economic and social criteria are relevant or peva{Esposito, Borgonovi, 2014).
Nevertheless, it shows more than one weakness imceasingly multicultural,
pluralistic and fragmented society, in which theadlvement of many subjects is
needed to reach common objectives. So the govertngoerrnance and the system
governance frameworks have been developed.

But the main problem that bureaucratic, New PuMi&nagement, government
governance models cannot solve is tbathological degeneratiorof public
administration that has been considered, or has bearacterized, as a means to
exercise power by authoritarian governments oresgntative bodies (politicians),
who pursue particular instead of general intere§ikis degeneration has
determined the phenomenon definedstade capturethat happens when visible or
invisible lobbies, and often organized crime, infite administrations as well as
political bodies. A wider vicious circle arises base by infiltrating the public
administration, interest groups (and criminalitgnacondition the whole of society
(society capture This phenomenon has so far been studied irtioelavith
transition economies (Kaufmann, 1998).

The main consequences of this degeneration caanrbmarized as follows:

1. Progressive loss of compliance with the law.(supstantial and increasingly
weakening of attention, also in a formal sense)weadkening of the attention and
consideration towards the public interest and thmaroon good;

2. Progressive delegitimization of public instituts in both the political (e.g.
elected bodies, political parties) and the techfpoafessional component (e.g.
employees and public officials);

3. Low levels of functionality and productivity dfie public administration, in
turn causing an increase of costs for citizens,lfesn businesses, other economic
and social activities and reducing development emdpetitiveness rates for the
whole country;

4. Permeability of the public administration, esplg in public procurement
processes, to the interference of politics (ortjwdins), to the pressure of interest
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groups (establishments) that hinder the moderwizgirocess, to the infiltration of
groups of obscure power (freemasonry of any kimd) @ganized crime, and to the
spread of corruption (bribery);

5. Distortion in the processes of recruitment amceer development of personnel,
that are not implemented on the basis of merit@ntessionalism.

Anyway, it should be clear by now that it is inappriate to consider public
administration as a great and homogenddotok The public system is in fact
composed by thousands of public administrationshsas an economic sector is
composed by thousands of enterprises. Some of #renctharacterized by high
levels of functionality, effectiveness, efficiengyoductivity, while others display
in a more or less extensive way the negative phenarmentioned above.

During the past three decades lItaly has been mdrkeelfforts to introduce a
managerial approach in public institutions at cantregional and local level.
Consistently with the Italian approach to managdn{&conomia Aziendaje—
similar but not completely equivalent to NPM — piples, criteria and techniques
of:

- administrative productivity and efficiency;

- expenditure containment and cost control;

- quality of services;

- effectiveness and efficacy of policies;

- economic sustainability;

- formal procedure simplification;

- clients-citizens orientation;

became more and more popular in the scientific dvoand have been
experimented in advanced public institutions. dakEconomia Aziendales rooted
in Continental Europe’s institutionalist theory aaplproach, while NMP is rooted
in North America’s and the UK’s scientific managermnéheory and approach.
Nevertheless, the transition from a bureaucraticatananagerial model was
unsuccessful for many reasons: worsening of thetigal arena and adverse
selection of elected administrators, weakening oblip institution credibility,
prevailing of individual interest on public intetesinadequate managerial
education, both in junior and executive managers.

Managerial culture and techniques also proved ecéffe in tackling Mafia
illegitimate economy. Something more is needed,thatican be achieved through
the transition from management to accountabillat tmeans openness in public
procurement and personal recruitment proceduresy aacessibility to public
documents, urban planning and other strategic ebpigovernment decision-
making processes, disclosure of accounting andilsporting to all citizens.

6. Accountability and Integrity Management in the Rublic Sector

Accountability has been conceptualized in termsesponsibility — ensuring that
officials (and extensively also private managers) r@&sponsible for respecting the
law or code of ethics (Bovens, 1999). The concépicoountability emphasizes the
role of external actors in enforcing the respedawnfs and codes of conduct (Ricci,
2016). A stronger citizens/oice generates incentives for public officials to budge
and deliver services of the quality and quantitpested by their clients. Only
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accountability can strengthen tlweice influence when the exit solution (as it
happens in the market) is not available. The cancepesponsibility relies more on
public servants’ internalized values and understandf the law and of appropriate
behaviour. Such a standard of personal resporgibiiay be acceptable and
enforceable in countries with strong and credibiéblig institutions, but this
approach may be risky when the level of agreemenbe&havioural standards is
low. On the other hand, in terms of responsiversssyuntability system is closely
related to civil servants’ willingness to reallynge citizens rather than to pursue
their own interest. This concept refers to the maggsures that impinge on public
servants’ behaviour and the expected difficultiesyt face when making choices.

Integrity Management in the Public Sector can imprthe internal functioning
of Public Administration and govern formal econoraitd social relationships but
only society, meaning pressure exerted by citizeas, remove or at least reduce
corruption and its connection with crime. The hapethat the transition from
accounting and government to accountability antesygovernance paradigm, that
implies the involvement of many public and privaonomic and social bodies,
could be more successful in fighting crime and wotion, not only in increasing
economic growth. Eradicating or minimizing corraptiand crime is a prerequisite
for economic growth and sustainability. A bettec@mtability and governance
system could break the vicious circle around @it consensus. Indeed,
accountability (that enables to recognize merits professionalism and to evaluate
Public Administration’s performances) can reduce tavel of patronage, that
connects public managers and employees to polipagies and organized crime.
The *“vicious circle” leads to Public Performancetedimration, due to political
pressure to manipulate public resources in ordputsue hidden agendas.

The accountability approach helps redefine spojyistesn models in order to
ensure independence and accountability in the itewent and appointment of
public managers. Moreover, it facilitates perforc@mnassessments for public
employees and top managers, this way guaranteleengrovision of incentives or
penalties according to the performance achieved.

Accountability also reduces the misuse of the annement effect, that arises
when politicians try to get consensus by announsomge programs or actions that
are not concretely implemented. As accountabiltyelated to actual results, the
negative connection between organized crime andigadlconsensus is broken.
Managerial and accountability reforms and the &ffdo fight organized crime,
poor political game, inefficiency and waste of me®es have been so far
unsuccessful in Italy, particularly in the Southesgions (Esposito, Borgonovi,
2014).

7. Administrative and Anti-Corruption Legislations

The conceptual framework concerning the issue tGfcamruption legislation is
analyzed in different countries. In Francéhé offences of corruption are set out in
the Criminal Code. The offences of corruption ilatien to foreign public officials
(Law of 30 June 2000) and corruption in relationpovate individuals (Law of 4
July 2005) were recently added to the offencesoofuption in relation to public
officials in the French legislation. Both passivedaactive corruption fall within the
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scope of the legislatidn In Germany The principal corruption offences
(Straftaten) concerning public officials (Amtstrégare defined in ss. 331 et seq. of
the Criminal Code (Strafgesetzbuch ("StGB")). Fartlegislation - the European
Bribery Act (EU-Bestechungsgesetz, "EUBestG") aediternational Bribery Act
(Gesetz zur Bekdmpfung internationaler BestechlimgBestG") - has extended
the scope of the offer&e In the UK ‘The Bribery Act 2010 creates statutory
offences of bribing and being bribed. It is dueb® brought into force in April
2011. Until then the Prevention of Corruption Aci889-1916 are still the
applicable law. The Bribery Act offences of bribiagother person are set out in
Section 1. ... The offences of bribing and beingedariapply equally to bribery in
the public and the private sector. Section 6 of Bindery Act sets out a separate
offence of bribing a foreign public official In the U.S. 1t is a crime under US law
to bribe both domestic and non-US government afficiand to engage in private
commercial bribery. Bribery, however, falls undewsral distinct federal and state
criminal statutes. In general, the prohibited cootlinvolves paying, offering,
attempting or promising to pay, public officialspgroperly to influence their official
acts, or, in the private context, causing an emgdoypr agent to act in a way
contrary to the interests of their employer. US lalso generally recognizes the
concept of aiding and abetting a violation and qariag to engage in violative
conduct as separate criminal offen¢e¥he United Nations Convention against
corruption, signed by 140 countries, states tidte" purposes of the Convention,
stated at Article 1, are: to promote and strengtheeasures to prevent and combat
corruption more efficiently and effectively; to prote, facilitate and support
international cooperation and technical assistamcehe prevention of and fight
against corruption, including in asset recovery;pimmote integrity, accountability
and proper management of public affairs and publicperty. All Parties to the
Convention are required to criminalize: the bribesfynational and foreign public
officials, as well as officials of public internatial organizations; the
embezzlement, misappropriation or other diversibaiter public or private funds
by a public official to whom the funds have beetrusted; the laundering of
proceeds of crime; and obstruction of justite.addition Parties must consider
criminalizing trading in influence, the abuse ohdtions by a public official, illicit
enrichment and private sector briberyThe OECD Convention on Combating
Bribery of Foreign Public Officials in InternationBusiness Transactions, signed
by 38 countries, states thdilfe Convention requires Parties to make the brilwdry
foreign public officials (as defined) a criminafefce, as well as related offences of
incitement, aiding and abetting, authorization,eatipt and conspiracy. Parties
must also (in accordance with their legal principleestablish the liability of legal
persons for the bribery of foreign public officialnd must put in place effective
penalties, including seizure and confiscation omparable monetary sanctions.”

A new anti-corruption tool useful to tackle corngpt is also the ISO 37001
standard, published on October 15, 2016, calett-bribery management systems -
Requirements with guidance for ud&O 37001 identifies a new management
standard to help organizations in the fight agaowtuption, by establishing a
culture of integrity, transparency and compliance.

The regulation can be used alone or in conjunctioth other management
system regulations (ISO 9001, ISO 14001, ISO / EHGQO01, 1ISO 19600) and other
management regulations (ISO 26000, ISO 31000).33@1 does not specifically
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address fraud, cartels and other anti-trust/competbffences, money-laundering
or other activities related to corrupt practicdhaugh an organization can choose
to extend the scope of the management systemltamesuch activities. ISO 37001
defines requirements and provides a guideline tp Ae organization, coping or
preventing corruption in addition to comply with tiacorruption legislation,
establishing a link between two different culturédst of management systems and
that of organizational models and anti-corruptitamp.

These examples of legislation, agreements, stasdard conventions are a clear
signal of awareness all around the world of thegdarthat the connection among
crime, corruption, politics, public administratiand private businesses can bring to
legal economies and sustainable development.

8. Italy’s Anti-Corruption Law: Rethinking Public Integrity Review

In Italy, the first attempt to fight crime and agption is the Rognoni-La Torre
law (1983), which was passed to fight organizecheriThe enactment of this law
swung between success and failure, but was nottiee enough in stopping
corruption. Only seizure (confiscation) of Mafiasats and their donation to non-
profit organizations and social enterprises posiyivreduces Mafia’s economic
power, so that is becoming an increasingly sucaessfategy to fight corruption
(Esposito, Borgonovi, 2014). In March 2010, afteany political scandals and
cases involving corrupt politicians and officialse Italian Government submitted a
law proposal against corruption to the Parliamé&nirprisingly, this proposal was
approved only two years later. It is interestingsteess how, if one considers the
number of Google reports, there are only 45.206emntegarding the law proposal
and 1.880.000 entries regarding the decree ovepéhed March 2010 - January
2012. The evidence shows a misleading effect: nebstltalian citizens were
convinced that the law had already been enactezidelg while it was at that time
only a proposal (decree proposal) to be discussddpproved.

In response to the ongoing economic crisis, Italyundertaking a series of
critically important reforms, combining pro-growpolicies with severe austerity
measures to achieve fiscal consolidation. The sscoé these structural reforms
will rely heavily on the capacity of the governmémtrestore trust in its ability and
commitment to guide the country towards sustainaptewth. In order to restore
the deficit of trust in the Italian government, tipeiblic sector needs to be
embedded within a comprehensive integrity framewadw 190 of November 6,
2012 (the Anti-Corruption Law) firmly establisheket notion of public sector
integrity management and strengthens existing ptiom prevention provisions
through the designation of a new anti-corruptiotharity, a detailed framework for
the adoption of a national anti-corruption plang arew provisions regarding the
conduct and prevention of conflict of intereststhie public sector (OECD, 2013,
2017).

Italy has adopted a new Anti-Corruption Law: Law 690 dated 6 November
2012, which was published in the Italian Officiah£&tte on 13 November. Bribery
and corruption costs the Italian economy an esath&0 billion Euros per year.
The new Law is set to combat that figure and briing Italian anticorruption
legislation in line with that of other EU countria&/e look at the provisions of the
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new Law — its impact on both the public and thevaie sector and on Law
231/2001 regarding administrative liability of coampes — and make proposals on
actions to be taken.

The anti-corruption law requires each Public Admitirdtion to put in place
specific measures to prevent the occurrence ofdatserruption or bribery. These
include:

- the adoption of an anti-corruption plan;
- the appointment of a compliance officer;
- the adoption of a code of conduct for employees.

A new national anti-corruption authority will be talished. Each Public
Administration must implement its own anti-corrgpti plan on the basis of this
National Anti-Corruption Plan and use their ownrpls a continuous assessment
tool to check their level of exposure to bribergks. The plan must identify all
activities that entail a degree of risk and setwlat arrangements have been made
(or will be made) to prevent the occurrence of gption in these areas. The
compliance officer in each Public Administrationlvanonitor how well the plan is
being implemented, assess its sustainability owee and amend it to make sure
that it complies with any changes in anti-corruptiegislation or in the Public
Administration’s own activities or operational made

Provisions have also been made for whistle-blowimgpcedures. Public
employees who report acts of misconduct in the plade will not suffer
dismissal, sanctions or discrimination as a resdltheir action. Each Public
Administration will adopt an internal mechanismpimtect any whistleblower and
will keep their identity secret, unless she or (& lgiven prior consent to its
disclosure.

Private sector

The Anti-Corruption Law defines three new corruptand bribery offences that
are relevant for the private sector. The three wn#ences areinduced bribery
dealings in unlawful influenceand private bribery which can be defined as
follows:

Induced bribery

It is an offence for a public officer or a persamaged with a public service,
abusing of his or her powers or office, to indugerigate party to give or promise
money or any other advantage. The private party whmlawfully induced to give
or promise such money or other advantage to thécpaoflicer or person charged
with a public office also commits an offence.

Article 319-quaterof the Italian Criminal Code

Dealings in unlawful influences

It is an offence for a person to take advantaghi®for her relationship with a
public officer for the purpose of receiving or priemg money or other kind of
economic advantage as compensation in exchangehiforor her unlawful
mediation. It is also an offence for any persoartawfully give or promise money
or other advantage in exchange for unlawful meaimati

Article 346-is of the Italian Criminal Code

Private bribery

It is an offence for a manager, general executiwector, auditor and liquidator
of a company (or any employee of a company actindeu the direction or
supervision of any of these persons) to act — at tomact — in breach of the duties
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relating to their office or in breach of the dutfyloyalty incumbent upon them, to
the detriment of the company, in exchange for thgnent or the promise of
money or other kind of advantage. It is also aerufe for any person to give or
promise money or other advantage to these indilsdua

Article 2635 of the Italian Civil Code

Administrative liability

Italian Law 231/2001 provides that companies acimtaly may be held liable,
fined, subject to restraining orders prohibiting thxercise of business, and/or
subject to confiscation orders if certain offeneescluding corruption, bribery,
fraud, money laundering offences — are committeditempted, in the interest of
the company, by company officers, managers or theordinates, or by third
parties acting on behalf of the company, such astagsuppliers or other partners.
The company’s liability is considered in additiam the criminal liability of the
person who committed the offences.

Law 231/2001 applies to all types of Italian companand associations and,
according to consolidated case law and legal duogtralso to companies with
registered office(s) abroad, operating in Italytigh a branch.

Consequently, an act of bribery or corruption, uohg private bribery,
committed by any employee or third party actingbamalf of the company could
result in criminal liability for the individual thawommitted the offence as well as in
administrative liability for the company under L&81/2001.

As to private bribery, only those companies thatfactobribe other companies
will be held liable under the provisions of Law 23001. Since no sanction is
provided for the companies that are bribed, theeddtave no legal incentive to
implement any procedure to combat receiving bribes.

Protection against liability

The Anti-Corruption Law encourages all companiesadimpt an organisational
model that will afford protection against liabilithwareness of the importance of
combating bribery and corruption, as well as ofir@ncial crimes such as money
laundering and fraud, is increasing at all levalsoss Italy. Now, more than ever,
involvement in an act of corruption or bribery ntzgve serious negative legal and
financial consequences. This may take the forminasf amounting to millions of
euros; it may involve the prohibition of furtherdaess activity in Italy; and quite
certainly it will damage a company’s reputation.

Under article 6 of Law 231/2001, a company may bike & build an effective
defense case and therefore be exempted from adrativie liability if it can prove
that:

- it has implemented an organisational model aimegr@tenting the criminal

offence allegedly committed;

- it has appointed an internal supervising and conbady (©rganismo di
vigilanza) with independent powers of action and contr@dpomsible for the
supervision, implementation, effectiveness and d@mpe of the
organisational model;

- the officer, manager (or other subordinate) ofdbmpany that committed or
attempted to commit the offence, have frauduleetigded the protections put
in place by the company through its organisationadiel.

- Moreover, the company must prove that it has:
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- assessed all business activities in relation tackisrimes may be committed
and the kind of offences that could be committed,;

- designed and implemented procedures, policies atognls aimed at
preventing offences of the kind to which the compianexposed;

- introduced a sanctioning regime in the event ofufai to comply with
provisions set out in the organisational model agldvant procedures and
protocols;

- made provisions for adequate training programmes sfaff and senior
management.

9. Conclusive Remarks

The phenomenon of corruption, crime and briberytration in the economy and
in particular in the public sector has been studi®d several sociologists,
anthropologists, political scientists, while econsis and management scholars
showed little interest until recently. In the pdstade, national legislation in many
countries and agreements and conventions involwitegnational and supranational
organizations have been adopted. Nevertheless,etteetment was poor or
unsatisfactory.

The phenomenon strangled the economic growth iy itaparticular in southern
regions with a more marked Mafia presence. It leasntly also hit some northern
regions. Special legislation to fight organizednwi and therefore to reduce
corruption and crime, was introduced in 1983 butah be considered widely
unsuccessful. The attempt to enact this legislatiod to break the vicious circle
involving Mafia, politics and shady business cauaeckal war, where dozens of
faithful civil servants (Giorgio Ambrosoli, Giovanfkalcone and Paolo Borsellino
are the most well-known cases) were murdered.

The introduction of NPM, according to the Italiardel of Economia Aziendaje
did not achieve the desired effects of increasimgdyctivity and efficiency,
downsizing the public sector, improving the quabifypublic services, increasing
transparency of actions taken by public manage raducing the black economy
related to crime, bribery and corruption.

Therefore, the authors are convinced that onlydewiarticipation of citizens and
their empowerment through a public accountabilitygl agovernance system can
give chances to effectively fight crime and cotrop. Cultural and social changes
are the keystones to strengthen legal economy arfgghit the illegitimate and
illegal one. Ethical culture (Brondoni, 2003; Brami, Pepe, 2007) and ethical
behaviour require going beyond mere professionalismorder to reject proposals
and policies which ar@lealistic or impractical. Ethical behavior requires not only
developing technical skills such as macro-econoonipublic finance know-how,
but also strengthening negotiating skills, commaiting properly and pushing
through unpopular choices. Ethical behavior requoeercoming the resistance to
change, through the ability to develop proposatsedi at implementing win-win
strategies.
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