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Why rescarch focal guvernprent?

Dealing with local government is for many peopie
their most significant contact with the public sector.
Evary person in the Stote has services thet affect thair
quatity of life delivered by lore! councils. Local
canacils are a mojor contributor to the economic well
being of the State asweli as o significont employer of
people. Therefore, it is importont that local councils
operate efficiently, effectively and in the mosf
corruption resisiant woy possible. Our aim of the
Independent Commission Against Corruption {HCAC)
is 1o help them achieve this.

Before suggesting to local councils how they con best
resist corruption, our first priority wos o establish
through research, the praciices councils currenily
have in place to prevent corruption. We know that
councils adrendy hove some corruption resisfance
measures, for example all local coundils now hove o
code of conduct,

The research iook a reulti-pronged approach to
sstablish o full picture. General Managers were very
heipful in providing o huge amount of information on
siratagies their councils have in place and in
identifying poterdial corruption rigks in focal
government. A& sampia of siaff werz involved inths
resoarch o measure the levels of awareness of
strategies identified by Ceneral Monagers. Some
counciliors were also included in the research
Hecouse their role in the funciioning of councils is
vital 1o ensuring the governance of councils is in the
bast inferest of the community,

[nsuring councils ore rasistant 1o any oftempls at
carruntion is vital to the people of NSW, given the
significant economic and sogial kmpact councils have
o1 terms of buder, number of people employed and
decisions made on behalf of the community.

How keen are conngils to deter corrnpt conduet?

One gratifying finding wos that councils ara making
great efforts to ensure their orgonisofions and staff
ore resistant to potentict corruption.

During the research miendews, many General
Managers said that, dus to limited budgets and on
ever-incracsing list of fasks required of council, they
had fo be very caraful about how council money was
spent and resources managed. Some General
Managers said the cost of ensuring decisions are
transporent and occountable was not wa rranted when
taced with restricted budgets ond the need to deliver
core services, The ICAC understands the financial
pressures councils face and believes there ure soms
solutions to remove the corruption risks that have
minimat costimplications for council. Others will
warrant the cost fa infroduce approprigle measures
when compared with the risks involved. Carruption
resisionce and good business are not the antithesis of
each ather—in fact ethical practices are about
optimising the efficient functioning afon
organisahion.

o N LU S
Wohare fu frome foeg

The HOAL is committad to heiping build the best,
mast correplion rasisiont State and local govemment
sectors. A range of strategies, resources ond
assistanca will be developed, based on the research,
to help local councils meet the challenges thoy face
in ensuring they are resistont fo corruption. The
range of sirategies ond producis will be tailor-mode
for the differences betwean councils, such as size,
budget, and economic development in the area.

We look forward to further developing the ICAC s
inferaction with locel councils and will endeavourto
provide assisiance whenever possible.
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Aot iy ook

This booklet, Corruption Resisionce Strafegies:
Researching risks in focal governmen#wfesearch
findings summary is an overview of the key findings
fresm the AL s local government research. #thas
been designed 1o be inserted info the Roads, Rales
and Rubbish: managing risk folder, two copies of
which wers sent 1o the General Managers of alt NSW
local councils in May this year,

The full rasecrch report is on the {CAC web site of
www icoc.nsw.govay Corruption Resistance
Strategies: Researching risks in locol government-—
resenrch findings 2001,

Fogdbuck. and maore informaiion

£upher information about sha research can be
abtained by contacting Stephanie Cooke, ICAC
Research Officer, on (02) 9318 5713,

The {CAC would welcome any feedback you may
have in relation to this booklet and/ar the full
research repori. This can be dane by faxing bock the
teedback form insered with this document.
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lrane Moss AL
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During 20002001 the ICAC conducted an exfensive
rasearch study to help develop a profile of corruption
risks in local government in NSW.

Wa hegan the research by seeking information from
General Monngers; 90 per cent of all councilsin
MSW (156 out of 174 councils) responded choul the
presence or absence of corruption risk factors in their
organisation, and the organisational culture of their
counc,

W then sent o questionnaire to 300 council sttt
from 30 councils: 10 stoff members were randamly
saloctad from each of the 30 councils. Within the
resaarch methodology is wos not possible to ask o
counci! staff ta respond. Therefore a sample of
councils reprasenting the range of councils in NSW
was chosen, A random selection of staff was made
frenm within these councils thus enabling the findings
tes he generalised o the whole population of council
stoff. The methodology was desigred fo maintoin
statistical validity. The return rate was well over holf
with 176 staff {59 per cent) responding. The staft
were asked i they knew about the corruption
pravention Mmansures in their councils. The aim was
i find out if councils were “welking the afic”,

We concluded the ressarch by going on the reodio
teilke 1o Genaral Managers, councillors, oudif
managers and staff, o jotal of 40 people from a
cross-section of 20 councils around NSW. The
councils visiied were large and smell, rural and
urban, with o lot of development and littte
development, and councils with a variety of
aporoaches to corruption prevention. These
interviews hetped clarily and flash out some issues
1f i the earlier suneys.

We fokes this opportunity to thank the many people
who participated in the research study.

S gETIMany

Why did the ICAC comduet this research?

We were interested in gaining o clearer picture of
corruption risks in loco! govemnment becouse:

= we consistently receive more complaints about
local government than any other area within the
NSW public sector

v lecal councils bave o lot of discretionary powers
within their decision-moking processes

o laco! councils are valuehle to study becouse, as o
group of organisations with similar properties and
functions, they are likely to share similor problems.

W hat areas did the JCAC vesearchi

Our research gimed 1o find out whether councils in
NSW have measures to prevertt corruption in their
organisations. We also wanted to find out oreos
where councils rmovy be less well prepared fo resist
carruphion.

Ovur method wos to talk to councils about the priority
they gave to the following corruption prevention
measures. We know from previous ICAC work that
these are indicators of how resistant a council would
be 1o polenfict corruplion.

s Tioes the councit have a code of conduct and do
staff and coundiilors know ahout 112

s Does the council have a register of ony giffs and
henefits and da staff and councillors know about if2

e Does the coundil provide support and guidance
for sta and councillors ahout what a conflict is
and when o declore i, including non-pecuniary
interestz?

a Does the council provide information on ethical
“work practicas to new recrulfs, confractors and




developers, so they know what to expect and how
council functions?

o fthe council bas o local preference policy, is it
well-defined by stating specifically when, how and
why local businesses receive preference?

» Does the council record condracks issued,
payments made, and any problerms with individuad
conmfractors?

« 15 council open to public scrutiny by using annual
reports 1o record coniracts issued as a means of
oroviding openness and aecouniability in coundil
operations?

+ Does the councl have an audit plon, infernal
audit charter or audit function which keep councl!
activities fransporent and accountable?

» Does the council have corruption and/or fraud
orevention plans ond commitfees fo foreshadow
sossible problems ond decide haw o deal with
issuss as they arise?

e Daesthe councl follow up on ICAC reports to
iearn from ihe experiences of other organisations?

+ Is the council vigikant in identifying possible future
oroblem areas, in order to conduct risk
assessment?

« Do General Manggers understand their reporting
requirements under Section 11 of the JCAC Act?

+ Do General Managers understand the relevant
provisions of the Protected Disclosures legislotion
and apprepricte intemnal ond external grievance
handling proceduras?

g the coundl walking the talk, ie. actually deoing
whrt they say they do?

W hat were the mealy differances between conncils?

in talidng to councils about their corruption
casistance we became aware thot different corrupfion
resistance issues ond problems arose according to

whether coundls:

« ware in regions with o lot, or fitle development
»  had farge or small budgets

. were in isclated or densely populated areas,

Where councils differed wos the levels of development
and amounts of money involved in procurement.
Some rsk faciors related more lo coundiis in
metrapoliton regions and others ralated to rural and
regional councils. Risks reloted to development
coplications end rezoning emerged os moreg
prevalent in metropeliton ond coastal regions.

General issues specific to rural and regional areas
included the difficulty for public officials in separating
their social lie from their public funciions.
Remateness from information and fraining was also
cited s a problem, olong with the small pool of
appliconts for recruitment and confracting.

Wohat are the featnies of carruption with a
bearing on this repar?

Relationships between elected positions and
those based on merit selection

All councils hove positions that are appointed using
the marit selection process (General Menagers and
council steff) and positions chosen by election
(Mayors and councillors). In simple terms, under the
{ocal Government Act (NSW) 1993, General
Managers are responsibie for day-to-day
management and elected officials are responsible for
policy and governance.

Howaver, our research showed that the situation is
anything but simple! Councillors have the power to
diseniss General Managers without having 1o give
reasons. Coundiliors are members of communilies
and therefore offen have fies or interests in the focal
community that may Jead to conflicts of inferest. This
creotes o risk of politicising the General Manager’s
pos#ion.

Discretionary powers

One key fecturs in all councils is the vast amount of
discretionary power that is held by a variety of public
officials and allows both staff and councillors to
meke o lof of decisions that offect the lives and
businasses of ofhers in their cormmunities,
Dhscrationary dedision-making is one ared where,
based an the ICACs experience, there is aften the
potential for corrupt conduct o occur,

Controching

In spending ced collecting revenus, councils
ourchase goods and services from ather public
authiorities or the private secior. Many councils use @
“sehedule of rafes” which is ¢ listof predetermined
contractors fo provide goods and services to the
council for a predetermined price over a set period,
eg. one or fwo yedrs. To support their communities,
some councils have local preference policies. The
Loco! Government Act sets cut guidstines for how
councils should procure goods ond services, The
diverse nafure of councils ond the discretion with
which they are invested by the Lacal Government Act
means that there are great ditferences in the way
councils contract for goods and services. This lack
of consistercy muy create circumsiances in which
corruption may Hourish.
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Finonces and the bottom line

Motwithstonding the increase in electronic fund
wransactions, many local councils find themselves
handling substantial amounts of cash. Thiswaos also
identified as a key corruption risk by councils in the
rasearch,

An emerging aspect of local government is the
developmant of an enfrepreneurial role. Some
cauncils have set up business unifs, os part of their
operations, designed fo provide sellable services, be
economically independent, profit-oriented ond
sometimes required fo compete for council’s own
work: again areas that could be opento potential
corruption.




What are the muin greas of
potential corruption risk in
councils?

Tha main areas of potential corrugtion identified by
this reseorch are:

1. Pariatity, bribery and confiicts of interest,
particularly by elected officicls, in assessing
development applications and rezoning.

2. Particlity and personal interest in procurement,
sendering and contracting.

]

3. Misusa of council resources,
4. Cash handiing.

Howaver other areas of potential risk were also raised
during interviews, Stoff discussed risks associated
with use of the internat and email. Those interviewad
in person ilentified councillors’ conflicts of interest s
o major fisk arec.

Wi asked staff if they had ever become oware ot any
instances of corcupt conduct In decision-meking in
councils. Holf of local council stoff said they had
hacome aware of corruption in the following crecs:

» rnisuse or theft of council property, such as
construction matericls, squipment and office
supplies, especiolly by doy labourers

»  fovouritism or preferential freatment by local
government managers during recruitment and
pracessing of development cpplicetions

« conflicts of interast involving local governmend
coundiilors and coungl managers in relation to
develonment applications and the approval
BrOCess.

Bribery was seen s o polential risk, especially in
relalion to development applications. One-quarter of
General Managers sow bribery as o mojor corruption
rigk in relotion fo development. One in nine staff
members said they were aware of instances of bribery,
parficularly during the development cporaval

procass, On a more positive note, 40 per cent of
councils reported they had reviewed the risks
ussociated with bribery in the past fwo years.

Afurther area which may lead fo potentiol carruption
is the difference between policies and procedures
which General Managers stale are in ploce and the
level of awareness of them omongst staff. This level
of awareness is indicotive of whether or not the
procedures are likely 1o be followed. The research
identified a number of areas of councit operation
where this was the case.

Gluastions were osked chout ¢ range of policies and
procadures relating fo risk conirol, such as corruption
prevention, procurement and contracting, audit,
codes of condudt, interaction between councillors
end staff, gifts and benefits, reporting corruption,
recruitment and council’s entreprenaurial aciivities.

U7 Bt does 1018 yovan Jor comsctlié

Mo ane is immune from risk—potentially risks can
affect every pubtic official and all public official
functions.

The main risk areas are discussed in the following
poges.
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What are councils deing to prevent
corruption?

45 part of the research we talked to Generol
Managers about their councils” strategies for
praventing corruphion,

The povd wews
Eight out of 10 Generol Managers that participated
in the research reported that their councils provide
corruption prevention information to steff and over
half of councils have a person or feam designated to
deal with corruption issues.

Arpas of concern

Corruption risk—how important is corruption
prevention fo councils?

The research indicated thot council practices and
procedures did not clways reflect high corruption
prevention priority.

o only 15 per cent of NSW local councils have o
corruption prevention plan or fraud plan in place

= while 80 per cent of General Managers told us
thay provided information about corruption
arevention, staff were much less awere of this
informetion. For example, 64 per cent of General
Managers noted that they provided corruption
prevenfion information in brochures, but only 22
ner cent of stafl ware oware of the availability of
these brochures

o almost three-cuarters of council staff in the survey
sesich that their council did not provide information
to the communily about bribery, or if they did, staff
were not aware of i,

WP het in wndersioad by corrupiion prevention
plaws?

Genaral Managars from councils with a prevention
plan defined the key aspecis of corruption prevention
plons as:

» the promotion of council as an organisalion
agoinst corruption

« education, braining and general owaraness of the
issues surrounding potential corruption

« the use of infernal audit
o fravd risk assessment,

For those councils with prevention plans, the methods
most often used to detect potential corruption were
fraud risk assessmaents and aqudit.

Foedback to 1CAC and the Department of Local
Govermment (1.0

Staff were asked how well they thought the ICAC and
the DLG undarstood the issves facing councils, Just
over a quarter of staff scid “well” but olmost three-
quarters of staff said not well enough, or they were
not aware of this. Around 12 per cent of staff in the
survey reported thot ICAC brochures and materiols
wera used to inform their community about bribery.

Both the ICAC and DLG may need to develop
strategies to bring their messages fo staff as well as
CGereral Managers ond senior council management,

U7 hat dosr this mwan for conncils?

Arisk is o risk—the way corruption risks are
managed might be different, but the methodology for
idontifying them and planning their menagement is
the some as that used by councils for public Bability
and occupational health and safety rsks. Just
hacauss the risk is corruption doesa’t mean iFneeds a




whole new method. For example, like other risks
councils need 1o look at whot they do, identify the
corruption risks involved and define the most
appropriate method of reatment. Decisions about
sreatment depend o the degree of risk, the fikelihood
of it occurring and the resources available ta treat it.
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Procurement

Procurement refers fo the procass of purchasing
goods and services. I NSW the Local Government
Act and the Locol Government {Tendering)
Regulotion 1999 provids the main legislative
Fremework for how councils should purchose goods
and services,

Procurement and contructing praciices were
highlighted in our lecal govemment research as an
arec of major potential corruption risk. General
Menagers, council staff and elacted counciliors all
namincted procurement, purchasing ond contracts as
areqs of potential corruption.

The good news

The vast majorily of rasearched councils said they
had resources on hand which outfine athical
principles and corruption resistant methods of
contrachng. Mearly all councils had o copy of the
Dapartmeant of Local Governmani publication Code
of proctice for fendering (92 per cant), the
Denartment of Public Works and Services
publications Code of fendering for procurement (85
par cent] and Code of proctice for procurement (78
per centl.

chedules of rates were selected predominartly by
advertising for services required (81 per cant).
General Moragers said that advertising was more
likely 1o produce the best price and value availoble
aret open up the field for all o participate. The
pracedurs most often used for urgent and minor
warks was fo use he schedule of rates.

The procedure most often mantioned for contracts
under §100k was to obtein quotes for example three

writter: quotes). Tenders were more fikely for larger

amounis upto $ 100k (eg. $50k-$100k).

Nearly all General Managers (95 per cent) said their
councils kept a confinuous record of expenditure on
each contraci let. This makes the process more
accountable and ransparent for potential audit.

Alihough the ICAC doas not consider directly
negotiating with confroctors to be a corruption
resistant strategy, those councils using this process
were more likely fo also have other, mare corrupfion-
resistant measures in ploce. Although these
relafionships do not show cause and effect, they do
show that corruption resistant and less resistant
practices co-exist in some councils. These included:

» sending out information on ethical standards to
confractors. Establishing ethical expeciations as
well as the differences between cccepled
behaviour in the public and privete sectors is
likely to ossist corrupfion resistance

* including stoff/councillor interaction and
declarations of non-peconiory interast in their
cades of conduct, These ara two key areas where
councils can inform staff and councillors on how
to'avoid inappropriate occass Yo information and
conflicks of irftorest

* having a corruption end/ar fraud prevention plon

¢ heving on audit plon or on internal cudit chorter,
arie stating that internal gudit was “essential” or
“very impeorfant”, This suggests thot these
councils are aware of the need for audit and
corruption resisfonce.




TR

Areas of conceri

Corruption risk—putting contractors in the
picture

Four out of every five Generat Managers said their
councils did nof send out information fo contractors
ahout the sthical standaords of councils,

Less than half of the General Manogers (45 per cent)
said their councils included in confracts issued o
commitment to acting ethically as o standard term.
There is a need to inform contractors about the
athical standards of council and to ensure that
contractors lake heed of these standards, such as
including a commitment fo oct ethically in the
contract and defining what “acting ethically” means.
Setfing the standard up front is a useful method of
avoiding sthical problems ofter entering into a
conirach

Corruption risk-—structurol issues

Althaugh the rmost common procedure for contracts
of amounts less than $20k was obtaining quotes,
same councils used other methods which included
officer discretion or delegated authority. These
methods of contract selection are not recomimended
as they put the officers in situations that are
notentially vulnerable to corruplion.

Cine-third of General Managers said their councils
head cited extenuating dircumstances for not
conducting o full fender procedurs on ot least one
occasion in recent years, One-third of General
Managers also said their councils hed used direct
negotiations for tender of amounts over §1 00k inthe
past four years. The councils that cited extenuating
circumstances ware more likely to have also directly
negotiated with confractars in the past four years.
These hwo methods of contracting are not considerexd
corruption resistant,

Corrupiion risk—controct adminisfration

Eaur Genaral Manogers said their councils did not
cecord contracts they ssue. This means that no oudit
can investigate confracts issued by these councils.

Ome-fifth of General Managers said their councils
did not record how authorisations fo varicfion and
periad contruct payments were made. This mecns
that decisions made on contract variations end

payiments are neither fransparent nor cccountabla.

The corruplion risk-in a nuaishell

Although there ore stotutory requirernents and o
number of available resources o guide councils,
there is o lack of common approcch in council
procursmant and contraoct administration practices.

This issue is being deali with in the ICAC publication
Tuking the Con ouf of Contracting: Issues for focai
government procurement and confract
aaminisrafion.

B bat does this moean for conncili?

Consistent freatment of risks throughout the sector wilt

fend o

» heightened corrupfion resistunce and public
confidence in council practices

o better understanding by conjractors and the public

« afficiencies through shared opproaches, problers
and solutions.
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infernal Audit - whot is 827

Internal oudlt can provide oblective assessment of
how well o council’s systems funclion by reviawing the
rellability and integrity of information, compliance
with pelicies and regulations, the sefeguarding of
assets, and the afficient use of resources.

Aud con identify weoknesses in systerns and make
recommendations for improverment.

in the contaxt of local councils, audit con include @
number of key components:

*  gudit plans which identify the scope of qudits, the
topics to be coversd and the process to be used

= imternal auditors who conduct or oversee the
audits and write cudif repods

< oudit charters which outline the jurisdiction and
authority of the quditor

* audit committess which comprise people
designoted to overses the oudit process.

Operational or performance audits are diskingt from
finonciol cudits in that they review tha process and
procedures used and outcomes achieved rather than
financial aspacts of coundil systerns.

The research osked councils about their audit
sfrategies,
Fhe good news

A positive tinding in this resecrch study was that eight
oui of 10 General Managers said oudit was

. - ot . £ . .
impartant fo their council, with over half saying iFwas

essentiaf or very important. Larger councils were
more likely to rate infernal cudit as high importance
than smalfer councils. Two General Managers soid
their councils were unable to afford internal gudir,

Areas of woncern

Corruption rislke—how important is audit to
councils?

The research findings indicoted thet a council’s
practices and procedures did not always reflect the
General Manager’s stated priority. General
Managers from maost councils said they did not have
an audit plen, did not employ stoff in the audit
tunction, did not conduct long ferm audit planning,
ond did not have an internol audit cherter, audilors
or committes as the following findings show:

+ overthres-quarters of councils did not have an
audit plan '

¢« vary few councils {3 per cen) conductad Jong-
ferm audit planning

*+  half of councils had not conducied any
operational eudits or did so less than onca every
10 yeors; only one-guarter said they conducted

regular operctionat audits sach yeor

= Jlocal coundl eperational/performance oudis most
fraquently concerned corporate development and
mancgement plons, confracting out services ond
planning procadures

e only two councils said risk management was o
topic of their last three audits

* over 80 per cent of councils did not hove interngl
audit charters, auditors or commitiess; however
thase councils with one of these mechanisms in
ploce were also more likely to have the other two




* the mojorly of councils spent less than T per cent
of their annual budget on audit and 8 per cent
said they did nof spend any money on audit

s seven out of 10 coundils said they did not have
any staff employed in audit. Thirty-four councils
had one staff member employed in audit, seven
hod thrae sioff, three had four and one had five.
O the 28 councils that had an infernal auditor,
over half received a salary lower then most or all
other monagers

* in the majority of councils, it was the responsibility
of the General Monager and various senior
raonagers to follow up recommaendations made in
audit reporis; 15 per cent of councils did not have
anyene desigrated to oversee implementation

= metropolitun councils were more likely than fown
ar rural cauncils to have an oudi plan, on
internc! audit charter, an infernal auditor and an
intarnal audit commities

+ large councils with 500 or maore employess were
maore likely than medium or small councils to have
ary audit plan, an internal audit charder, an
internal audiiar and on internal gudit commities.

The corruption riske—in o auiibedf

Councils say audit is inporfant but in general
counciis have aither not mode the practice a priority
or have not had adeguate resources avoilable to
infroduce gudit procedures fo their organisafions.

I hat doer this mean for counc/s?

But your money where your mouth is—finding ways fo
put into practics effective internal eudit procedures is
irnportant, either by allocating sufficient resources to
audit or frding creative ways of sharing audit
functions with ofher similerly oHected councils.
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Codes of conduct—what are they?

In local government, o code of conduct sets out the
stondards of behaviour expected of staff and elecied
councitlars, Acouncl’s code of condudt provides o
framework inwhich staff and coundillors ogree to
worl,

The povd yews

Al councils in NSW who responded to the General
Monogers’ guestionnaire said they hove a code of
conduct. Over half of councils” codes had been
reviewed within the lost vear and 87 per cent within
the inst four years,

AArsar 6f concern

Corruption risk—covering the field in the code
of conduct

Spacific topics in a code of conduct are useful for
fetting stoff know what is considered o be accepiahle
and stivical as well oz what s snacceptable or

y if the code outlines the sanctions
o ot comalying.

or punishme

Almost ol councit codes of conduct included the
topics of responsibilities of siaff and responsibilities of
councillors, guidelines on gifts and benelits, use of
informaotion and use of resourcas,

Over three-quorters of council codes included
financial and non-finonciol conflicts of inferest as
well ns sanctions for breaching the code of conduch.

Some arecs covared by only ¢ few council codes
included some importont and relevant fopics, such as
alcohol and drug use {14 per cent}, use of infernet

{19 per ceni} und child protection legislation
responsibilities {8 per cent). Councils whose codas
da not currently cover these topics, may consider
odding them, Two-out-ol-three councils (70 per cenf)
did not mclude complaint handiing in their code,

Corruption risk—awareness about who, and
whai, the codes cover

Although dall councils have o code of conduct, one in
14 staff did not know whather or not their council had
one. Holf of stoff researched reported thot they never
refer to their council’s code of conduct.

Nearly half the staff in the study did not know thot
their cade of conduct applied to councillors as well
as staff. This lack of oworeness among staff becomes
more relevant to corruption when coupled with the
foct that one in 10 stalf said that in the post four
years they hod been asked to provide information to
councillors to which they should not have had
access. iTthe stoff had kaown that the councillors
were breaking their code of conduct by asking for
infarmation they were not entitled to, then staff may
hove felt more confident or justified in refusing 1o be
complicitin the inappropricie access fo information,

Corruption risk—iraining on codes of conduct
Siaff

Althaugh over half of council codes had been
reviewsd within the jast vear and most within the fost
four years, stoff training usually comprised of only
ona sassion during o new steff member’s induction.
General Managers from ona in seven councils said
their steff had naver been provided with fraining an
their code, and well over half {63 per cens] hove only
provided fraining once, ot induction. [ codss are
reviewed raqularly, then staff training on changas is
required as well,




Councillors

General Managers from one in six councils said their
councilors hove never been provided with fraining
ontheir code, and 71 per cent received training enly
once, at induction.

The corrupiron risk——in u natshel]

Some importart and releventiopics, such as
complaint handling, alcohol and drug use, use of
internet and child protection legislation
responsibiliies ware nof widely covered in councils’
codes of conduct. Some councils never provide their
sttt or councillors with froining on their code, with
most anly provided fraining ot induction. Public
officials who are unaware of the content of their code
of conduct risk acting in ways which breaches
cppropriote stondards of public duty,

1

©does {his wrean fav corneils?

dake it relevont—codes of conduct need o be made
mars relavant through:

= gwaraness of who is covered
» training for these people, as required
= regulor review fo keep codes relevant

« clear sunctions for breaches, including
councillors,
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Who sheould siaff report 107

The Local Government Act stales that the General
Manaoger is the head of administrotion of the
council’s decisions. All stoif are therefore
accouniable to the General Manager

Staff were asked how much influence they thought
councillors and mavors had on the administrotive
functions of their council, Staff responses were
divided on the issue of how much influence their
councillors had on the day-to-day running of counc
business:

s 74 percent said none ortog litle
* 26 per cent soid i was just rAght
« 73 percent suid foo much

» 27 perceni did not know.
Fhe pood news

Three-quarters of stioft surveyed believed that the
practice of councillars’ channelling requests for
information hrough ¢ designated person, rather thon
approaching the stoff member directly, wos prackical,
This ensures o third pary is involved in any requests
for informetion, thus aveiding o siluation when staff
are pressured to do things they belisve are
mappropricie,

It wias pleasing o find that most staff have not been
in a situahion where they have been pressured to go
against councll procedures in providing information
to councillors. Maost stoff {20 per cent) have notfelt
parsuaded or pressurad by any councillor fo do
sometiing they were not supposad to do in terms of
council processes. Similarly, most staff (88 per cent)
had not el prassured to provide a councillor with

sUMmrnany

information to which they thought the councilior
should not have gccess.

cAreas of comern

Corruption risk—safeguards for staft asked o
provide information?

Most stalt {71 per cent] said they were ungware of
any person designofed as the point of contac for
councillors if they requested information from staff.
During interviews for the research, General Managers
and elected olficials were asked if their councit had
this point of contact. They replied that there wers
systerns fo protect staff, with requests mostly going via
the Genercl Manager. In smaller councils the
barriars were less formal but in some city councils the
huildings were cordonead off, physically restricting
councillors” access to staff work areas.

Most staff {68 per cent) said they did not know if
councillars followed the correct policy or procadure
when requesting steff fo provide them with
information, 3 per cant soid councillors never
followed correct procedures and 14 per cent said
counciflors did so anly some of the time.

The corvupiion rick—in 2 miishell

Many stalf are unaware that councillors ore not
suppased fo approach them directly with requests for
information, ond are not eware of correct procedures
for access to restricted information.

Wohat does Hus wmean Jor councils?

Keeping an arm’s length—councitfors and council
staff need more awnoreness fraining obout the rules for
interocting with each other. Systems need fo be
esiablished that are consistent with these rules.
Sanctions shouid apply for breaches of these rules.
This issue wifl ba explare in future work undertaken in
the ICACs local government strotegy.




Gifts, benefits and personal
interests—whai are they?

Af some stoge in their work, i is not uncommon for
council ernployess and elected officicls, o be offered
a gift, either unsolicited and given innocently or as
an oltempt to influence their actions. Similurly, their
work may placa them in g situation where they could
give or receive personal banefils which might include
prefarenticl frectment, promotion or access fo
information.

Council employaes and elected officials may olso find
themaelves in o situation of personally benefiting fror
the decisions of council, either financiolly or non-
financially. For example, a council’s decision about
which roods ore mended or where refuse stations are
located might benefit for disadvantage) a councl
sterff merber or councillor,. Ofien, personal interests
in council decisions are unavoidable but when they
arise thay need to be declt with fairdy. The Local
Gavernment Act provides direction on matters thot
may constitule o conflict of interest.

Cecloring on interes! in a matter and uchively faking
sieps not to be involved in decisions on the matter
can avoid bias or portiality.

The sood wews

Mery councils have introduced rmeasures fo ossist
stoff and councillors in dealing with these issues.
Healf the General Manogers in our research soid their
council had ¢ gifts and benefits policy and o quorter
had o gift register, Councils that had gift registers
rmade them available to the general public. Gidt
reqisters contained consiructive information, such as

SR

the: noms of the recipient, the nome of the parson or

organisation offering it, the type of gift, its value and
the decision about whet should happen to the gift.

The existence of o gift register was cssociuted with
councils having other corruplion resistonce strategies
in place, such as a code of conduct covering a wide
runge of topics, internal reporting procedures,
comprehensive qudit procedures and a corrupfion
prevention strategy.

Half the General Managers seid their councils hod o
palicy on the declaration of non-pecuniary {or non-
financicl) inferests. A larger proportion of General
Managers (62 per cent) said councillors were
required to declare non-pecuniary interests. What is
not s clear is how these General Managers follow-
up with their councitors, end how councillors know
what and when they should declare, as this wos
generally not stendardised in council policy.

Large councils and those in metropoliton areas were
more likely to have a pelicy on the declaration of
non-pecuniary inferest. Those with this policy were
also mora bkely o cdopt corruption resistance
stralegies when letting contracts, such o sending out
information on sthicel standords ond induding in the
contract clauses requiring o commifmentto act
sthicoily,

Areas of

Corrugtion risk—staff awareness of corruption
prevertion messures

There were disparities belween corruption pravention
measures that General Managers soid were in place
and the level of stoff awarenass of these measures,
especiolly in the area of gifts, benefiis and conflicts af
interest. Holf the council staff said they did not krow
wheiher or not o gifts and benefits policy or e gift
register existed in their councils, One inthree stoff
did not know if their councit hed guidelines on
conflicts of interast.
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Half the staff did not know if their councit had o
poficy on the decloration of non-pecuniary interests,

Orveer three-gquorters of stolf seid their council had
never given any guidence or training on conflicts of
inrferest, (Siven this Jack of guidance and training it
was rathar surprisiog thot one-third of staff said they
fels “vary confident” and half soid they felt “somewhat
confident” in being cbla to identify o conflict of
intarest when it arcse.

Carruption risk—councillors and contlicts of
irterest

The research showed that the decision of whot to do f
a councillor mokes o dedaration of inferest varied
from councitio council. Sometimes the responsibility
for deciding how lo handle the conflict rested with the
councillor whe had o personal interast, Given these
findings, there is @ clear nesd for counciliors fo
raceive specific training on conflicts of interest.

The carruption risé—in a nuishell

Some councils have policies and procedures
governing the oreas of gifts, benelits and conflicis of
intarest, however, staff and counciliors don’t clways
know about ther or how fo use them,

Urhat docy this mean for counciéi?

Awaoreness is the key—councillors and counci stoff
need more awareness fraining about the rules on gifts
and benefits and conflicts of interest. Systems need tc
be established that cre consistent with these rules.
Sanctions should cpply for breoches of such rules.
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Protected disclosures—whaot are
they?

Under the Protected Disclosures Act 1994, public
officials who report corrupt conduct,
maladminisiration or serious and substantial waste in
the public sector are protected from reprisals. Fora
person io be protected under the Act, the disclosure
must be made through o defined appropriate
channel,

The Protected Disclosures Act is a vital tool for
councis in resisting corruption. A good internal
reporfing system is an imporiant source of information
about any corruption problers within an
organisction. But stalf will only report corruption if
they know who to repartto, how they can report, and
that they will be protected from possible reprisal, Stoff
st feel that their reports will be freated
confidentiolly and acted upon. Qur research tried to
find out if council systems facilitatad this protection,
confidentially and sericusly.

irs 1995, the ICAC conducted research within the
public seclor into the awareness of the Protected
Disclosures Actand implementation of internal
reporting systems. This local government research
project followed up to see if anything has changed in
loeal goverament In ferms of awareness of the
Frolected Disclositres Act und implemantation of an
effective intarnal reporing system.

Phe good wews

AMlraost oll Genaral Monogers had haord of the
Protecied Disclosures Act (99 per cent} and said their
councils hed infernel reporting systerns in place (91
per cent). This represents a significant increase in

avareness and implementation over the past five
years since the ICACs lnst research.

Arvas of concern

Corruption risk—staff knowledge of the
Protectad Disclosures Act

Unfortunately, the very high level of awareness on the
purt of General Managers abous protected
disciosures wos not supported by on eaual leve! of
awareness emong siofl,

Only 44 per cent of stoff had heard of the Protected
Disclosures Act. While holf of stoff were owara that
their council had an intermnal reparting system, and
65 per cent knew fo whom they could make a report
of workpluce corruption, staff awareness was stilf low
compared with Genera! Monagers.

This lack of awareness of stoff could be becouse 40
per cent of General Mancgers said they had no
sirategy for informing council employees about
protecied disclosures.

This was borne out by the small proportion of staff
who were aware of how they could make g
disclosyre, Even though neorly oll General
Managers suid their staff could meke disclosuras in
writing, only one-quarter knaw this. The majority of
General Manegers (BO per cert) said staff could
make disclosures verbally but only 40 per cont of sloff
kriew this,

Cne-third of General Managers said their internal
reporing system allowed staff to make anonymous
disclosures but only 12 per cent of staff were aware of
this method. The copacity to make anonymous
disclosures is parficularly important for council siaff in
close-knit communitias where local grapevines could
mean thot the idertity of the person who made the
disclosure is known unless it is done anonymously,
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Six out of 190 staff were confident that if they were fo
report workplace corruption within their coundil,
something appropriate would be done chout it.

Fhe corvuption riske——in a wnishel!

General Managers know about the Profected
Disclosures Act and have introduced internal
reporting systems, but levels of staff awareness in
these areas is not high. Systemns exist, but stolf did
not know about them,

W hat doss this mean jor councilsé

Do you have protection@-—sioff need to know. While
General Managers are very aware of the Protected
Disclosures Act stoff are less sa and nead o know
obout the protection offered them under the Profected
Disclosures Act,

SUrvimary
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Regrutiment—whaot are the issues?
: g

Paople who wark in local government are required fo
hehove in o way that promotes public confidence and
rrust in their organisation. The community expects
stordf to do thelr work with integrity, impartiality,
epennass, faimaess, efficiency ond accountabifity.

Recruitment procasses send o claor message about
the ethical climate of o coundil, Cerruplion-free
recruitment processes, in line with the principles of
merit selection, set the tone and establish the leve! of
conduct expeded of siclf, Recruitment also provides
councils with an oppartunity to examine the
commitment fo aethical work proctices of potential stoff
and premota the council’s ethical standards 1o them.

The research asked councils chout their recruitment
orocesses ond whether or not ethics was included in
selection criteria.

The good news

More than halt (59 per cent of General Managers
reported they exomined the commifment to ethical
work prociices of applicants os port of the recruitment
process in their council. Maost did this through the
aueshons they csked of job interviews, and by
including commitment fo ethical work practices in job
descriptions, job selection criteric and job
advarfisements.

Crur resenreh results show that councils that did
examine the ethical commitment of potential new stoff
wares also befter equinped with other corruption
rasisience proceduras thon those that did not exarnine
ethics, In oorticulorn councils thot assessed
appliconts” ethical commitment were more likely to
hove ¢ code of conduct that induded protected
disclosures and comploint handting.

" sUmimeary

Areas of coscern

CorrupHon risk-—lost opportunities

Many General Manogers (41 per cent] said that thay
did not take arny steps to examine the ethical
commitment of potential emplayees during
racruiiment.

fo compound the preblem, we found that these
councils were also less likely to hove other messures
ia resist notential corruption. For example, they were
less likely to indlude protected disclosures and
complaint handling in their code of conduct or have
¢ policy on non-pacuniary interest,

Councils that did not examine ethics during
recruitment wera also less likely to include o
commitmert fa oot ethically as o standard term of
contracts let. They were more likely 1o have cited
axienuating circumsignces for not following o full
tender procedure in procurement.

These councils’ General Managers said that they did
not know how io sxamine the ethics of new recruits or
that they thought their existing practices were
adequale. Thay thought ossessing athical
commitment was foo difficult, net necessary, or was
nat standard practice. Some soid ethics had not
been an issue for their council, they did not have the
resources fo examine this area, or that efhical
commitment would b gauged indirectly during
recruitmentt,

Only one in 10 councils send any corruplion
prevention information {such as a copy of council’s
cade of conduct, guarantes of service, mission and
values statements) fo cpplicants as o standard part of
thair recruitment process,

Ay o

Clie corrmfifion vis

The risk is that councils deny themselves o simpla,
: ; ; -
effective way of assessing ond communicating o




commitrneni to ethical practices ot recruitment. The
poteniial risk of corruption is increased by not having
o standard douse in confracts that oll parties must
act ethically, and a higher use of "extenuating
circumstances” which dircumvent the standard
tendering procedures designed to prevent corruption.

What dasr this mearn for councale?

The way we do things around here is by the book—or

s 1%

Cauncils that do not examine the athics of stalf may
be exposed fo potentiol corruption.

e e
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Business unils

A growing feciure of local government has haen the
Jwalmpmarﬁ of an entrepreneaurial role. 1 numsmq[y
as part of their operations councils are setting up
husiness units designed to provide marketable
services, be sconomically independent or profit
oriented. Examples of this are when councils provide
waoste collection services fo other councils or
participate in land development, another area that
could be susceptible to potential corruption,

Private enterprise hos different ways of doing things
fr&m the public sector. Traditionally the private secior
fess bound by policies and procedures governing
‘?urwi fons such os procurement, confracting,

recruitment, gifts and incantives,

CUine of the big differances between the public and
privete sectors is the coceptability of enticing business
by providing gifts and bcxﬁe?iv to clients. This means
st working in o business unit competing for wark
with oliwer privale sector organisations may be mora
exposed fo private sector volues surrounding the
aecepfability of gifts ond hanefits,

Basiness uniti—what did the research find?

Orne infive NSW local councils whosa General
Ma;mczer's responded to the survey, operate business
NS, e-third of these 31 councils run their
business units simitar fo the private sector on o profit-
driven basis

The good mews

On the whole, General Maonagers did not identify
many corruption ssks associated with running
business units within councils, The most frequenily
mentioned corruption risk concerned procurement
and confracting. Misuse or theft of resources end
bribery were the most likely typas of cormupt conduct
identified by Generol Managers.

Of the 31 councils with business units, only 11 said
their business units oparate on a similar basis to the
private sector. General Managers are therefors
probobly correct in their percention that there are
currently very faw exfre caorruption risks in local
councils concerning private secter business practices.

b1 nstshell

The corrmption risk

Based on our research, the current risk of corruption
specifically asseciated with councils operating profit
making business unifs is probably small, but General
Managers are unoware or ignoring carmuption risks,
aspecially if tha business unitis run clong private
sactor lines,

Wohat does iids mean for councils?

Risks come with the deal—councils deciding to use ¢
business unit struciure need to be aware of the variely
of risks invalved and toke sleps to traat them.
Enterprise units need to be ohle to fnke commercial
risks, but systﬂms need to decl with potentic
corruption risks and the financial exposure of
councils,
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This resecrch was undertaken to gain an overview of
the generol state of play of corruption resistance in
local government, The aim of the research was to
identity corruption risk areas as well as strategies
which are already in place in local councils fo make
them resistant to polential corruplion.

The resecrch findings indicats that General
Managers, slected officiols and stal have a common
understanding of the potential corruption risk areas
in local government. The following were identified as
the foremost corruption risk areos:

i, Partichty, bribery and conflicts of interest,
particularly by elected officials, in assessing
development applications and rezoning,

2. Porticlity ond persona! inferest in procurement,
tendering and confracting.

3. Misuse of council resources.

4. Cosh hondling.

The number of significant differences belween rurg!

and urbon councils, ond lorge and small councils,

parficularly in terms of resources avallable for the
corruption resistonce strotegles, suggests that the

VCAC neads o target the 174 councils differently.

The research findings will be useful in developing
taitored approaches for the local government secior
Individual councils will be able to compare their
position in comparison to their peer organisations,
encbling them to make decisions on areas of
potential corruption risk fo which they are vulnerable.

A number of orgonisations inchuding ICAC, DLG, the
Local Government Managers Assaciation and Local
Crovernmend & Shires Association will be able o use
the information gathered by this research o ossist
coundils in targefing sk areas and developing
cotuption resistant sirotegies,
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