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ABSTRACT

The present paper explores the impact of corruption on economic development. By way of introduction, the paper begins with a definition of corruption and the reasons for the increasing interest in it in recent years both at the theoretical and the policy-making levels. Then, Part II argues that corruption is repugnant to the teachings of Islam. Part III, discuses the leading causes of corruption which include the pursuance of illegal gains and the avoidance of due costs or obligations. Having exposed the causes of corruption, the paper then turns to the consequences of such a phenomenon especially its impact on macroeconomic variables such as government revenues, economic growth, investment, poverty, and inequality. This analysis of the consequences of corruption is followed by the presentation of some cures that are derived from the Islamic value system. These cures are premised on the importance of inculcating internal accountability (Ihsan) and promoting external accountability through the establishment of an institutional environment that is conducive to honesty and competency.

I. Introduction

Corruption means the lack of moderation, the absence of stability, a state of disequilibrium.
 Also, according to the World Bank it is the use of public office for personal gain (World Bank, 1997:102). The implication of these definitions is that corruption is immoral, harmful, and counterproductive. For example, in a recent survey of 150 leading policy makers in 60 developing countries about the main obstacles to economic development, corruption has topped the list of obstacles (Gray and Kaufman, 1998). Corruption is not a new problem, however, it has attracted a growing interest over the last decade or so for a number of reasons (Tanzi, 1998:560-61). First, the technological revolution has contributed to the spread of information within and between nations, which have made the discloser of corruption far more easier. Second, in recent years, more countries began to open up and have their people participate in the decision-making process, which has resulted in greater transparency and better accountability. Third, the large size of governments in developing countries whether measured in terms of the size of taxes or government expenditures has created a fertile environment for corruption through the abuse of public power hence the recent call for privatization and the curtailment of the role of government in the economy. Fourth, the end of the cold war has reduced the importance of many developing countries to the industrial countries in their fight against communism, which has in turn made the industrial countries less willing to overlook the widespread corruption among their former allies. Fifth, in recent years a large proportion of capital transfers from the industrial to the developing countries have shifted from aids and grants given by governments to loans provided by international organizations under strict conditions. Thus to be a candidate for these loans, developing countries had to establish their creditworthiness through economic reforms and anti-corruption policies. And last but not least, corruption in the developing countries has been harmful to U.S interests especially in arms trade because while commissions paid by European firms to clients in developing countries are deducted from their taxes, U.S laws, on the other hand, consider these payments illegal and punishable by law. This puts U.S firms at a disadvantage vis-à-vis European firms. Consequently, the U.S government and the International institutions such as the IMF and the World Bank have launched, during the last few years, a fierce anti-corruption campaign both on the theoretical and the policy-making levels. However, most of the current literature approaches corruption from a secular rather than an Islamic worldview thus depriving modern societies from the possible contribution that the Islamic value system could have both in the diagnosis and the cure of this and other problems faced by mankind. Therefore, the present paper attempts to fill this gap in the literature by presenting an Islamic perspective of corruption. But since corruption is a broad concept, we want to limit our analysis to the exploration of its financial and administrative aspects even though the findings and conclusions of the paper are relevant to other forms of corruption as well. Lastly, this is a theoretical paper and thus we do not intend to substantiate the arguments with actual examples because of the limitation of space and also because this issue was tackled in a recent paper published by the author in Arabic (Al-Yousif, 2002).

The rest of the paper is organized as follows. Section II argues that corruption is repugnant to the Islamic way of life. Sections III and IV explore the causes and consequences of corruption respectively. Section V proposes some possible cures within the Islamic context and Section VI concludes. 

II. Corruption is Repugnant To the Islamic Way of life

Islam condemns in unequivocal terms all forms of corruption and considers it both harmful and immoral and denounces it as a cause of misery and unhappiness both in this life and the life hereafter. In one place the Holy Qur’an compares corruption with hypocrisy and destruction: “When he turns his back, His aim everywhere is to spread mischief through the earth and destroy Crops and cattle. But God loveth not mischief. (2:205). And in another place corrupt behavior is described as an act of extravagance that true believers should not emulate:” But fear God and obey me; And follow not the bidding Of those who are extravagant- Who make mischief in the land, And mend not their ways”(al-Qur’an, 26:151-152). Yet in a third context, it is looked at as breaking God’s covenant after it is ratified thus leading to loss: “Those who break God’s Covenant After it is ratified, And who sunder what God Has ordered to be joined, And do mischief on earth: These cause loss (only) to themselves.”(al-Qur’an, 2:27). Because of the harmful and unjust nature of corruption mentioned previously, it comes as no surprise that Islam denounces, in the strongest terms, all forms and degrees of corruption and urges its followers not to fall preys to it least they subject themselves to disgrace and punishment both in this life and the life hereafter. This denunciation is conveyed in a number of ways such as associating corruption with evil doing: “ And do no evil nor mischief On the (face of the) earth”(al-Qur’an, 2:60), and by informing us that God hates corrupt people: “But God loveth not mischief”(2:206). It is also done by warning us of the punishment awaiting corrupt people in life after death: “ But those who break The covenant of God, after Having plighted their word thereto, And cut asunder those things Which God has commanded To be joined, and work mischief; In the land;---on them Is the Curse; for them Is the terrible Home “(al-Qur’an, 13:25). Also, it was narrated that the prophet peace be upon him has sent a person by the name of Ibn Allatbiah to collect Zakah (tax) and he came back with the tax and some gifts and he said to the prophet peace be upon him: “ This is for you (the Zakah) and these gifts where given to me and thus they are mine” The prophet peace be upon him replied “ Why does an employee that we send to collect zakah come back to say this is Zakah and these are gifts given to me; would any body have given him these gifts had he stayed in his mother’s home. By God, any one who takes these gifts when he is on a public mission will carry its burden on the day of judgment”  (narrated by Bukhari and Muslim). And in another prophetic saying, we are reminded that on the day of judgment the determination of whether an individual goes to heaven or hell will depend on his answers to four major questions one of which is “ how he has accumulated his wealth (i.e. whether or not he has earned it through allowable means) during his life time and how he has spent it “. Finally, it was related by Umar ibn Al-Khattab, may Allah be pleased with him, that “ the prophet peace be upon him has cursed that who pays bribes, the receiver of bribes, and the person who facilitates a bribe (narrated by Ahmed, Al-Bazaz, and Al-Tabarani).

To sum up, therefore, we can say that Islam is not only repugnant to corruption but it also punishes those who are involved in it because it considers corruption the source of many injustices and illness. 

III. Causes of Corruption

As we have stated earlier, corruption is the abuse of public power for personal gain. It can be attributed to two major sets of reasons, namely, pursuing illegal gains and evading due costs. In what follows, I will discuss each of these two sets of reasons and give some illustrative examples
.

A. Pursuing Illegal Gains

Governments fulfill a number of functions through which government officials can, if not deterred one way or another, reap illegal and personal gains by abusing their responsibilities. Governments provide goods and services, subsidize basic necessities like food and gasoline, privatize public institutions, and collect data all of which make a fertile environment for corruption and the extraction of personal gains. For example, if the government plans new expenditures on, lets say, constructing a new airport, a bridge, a road connecting two cities, or a large shopping mall, then there are many reasons why a private firm may try to bribe someone in the public entity that is in charge of the prospective project. One is to be included in the tendering process when its rating does not qualify it. Another reason is to influence the specifications of the prospect project to tailor it to the bribing firm. Third, winning the project when there are stronger candidates especially in the developing countries where the decision-making process lacks transparency and takes place behind closed doors (Rose-Ackerman, 1997). And when the government subsidizes some essential goods to help the poor segments of society, non-candidates for these subsidies may try to get these subsidies by bribing government officials a case that was documented in China and a number of other countries (Hao and Johnston, 1995). Also, when governments are share holders in financial institutions, then, public officials may be induced, through monetary or non-monetary kickbacks, to provide soft loans to the wrong people and at the expense of the society at large as indicated by some Russian and East European businessmen (De Melo et al, 1995) and was also observed in countries like Lebanon (Yabrak and Webster, 1995).  Corruption also thrives in countries that have multiple exchange rates where individuals or firms try to buy their needs of foreign exchange at a preferential rate by paying a bribe in one form or another. Import licenses is yet another possible avenue for corrupting public officials in return for obtaining import licenses and reaping greater profits than other candidates (Herbst and Olukoshi, 1994). Yet, another potential area for corruption is public housing especially when supply exceeds demand and when candidates try to induce officials to give them priority in the distribution of the limited number of houses. Privatization or the transformation of public entity to the private sector can, if not done properly, entail a great deal of corruption in the form of choosing who will buy the privatized institution and at what price. For example, some studies show that in the early 1990s, 500 Russian public entities were sold for $7 billion when their market price was estimated at $200 billion. (Qabil, 2001:237). Other possible transactions that could result in corrupt behavior include: distribution of data, obtaining a driver’s license, installing a telephone, etc.

B. Avoiding Due Costs


So far, we have discussed corruption that occurs when individuals and institutions try to realize material or non-material gains that they are not entitled to. But corruption may also occur when people try to bribe public officials in order to avoid paying a certain cost or abiding by a certain rule.   

In addition to the previously mentioned functions, governments collect taxes, implement laws, punish criminals and violators, and issue permits and licenses all of which are forms of power that can be abused. A government sets the laws that organize areas such as construction works, medical centers, restaurants, education, transportation, traffic, consumer services, exports and imports, and crime and punishment. Corruption arises here because some parties in the society try to avoid paying the due costs or not abide by the established rules and regulations (Munif, 1998:44-45). Some examples will hopefully make the point clear. A restaurant owner may try to bribe a public official to be less strict in his assessment of the restaurant’s cleanliness, which reduces the cost of the owner thus increasing his profits but at the expense of people’s health. Also, a contractor may try to persuade an official in the municipality to overlook some building or road specifications in return for a current payment or a future favor. This act may result in the death of hundred or thousands of people who live in the building or drive on the road.  The desire of a pharmacy owner to make more profits may encourage him to pay to health officials to be more lenient in the enforcement of rules governing the import, storing, and distribution of medicine but again at a high price to the health of society at large (Stone et at, 1992). Moreover, international arms suppliers usually bribe some government officials especially in the developing countries to give them preference on their competitors. Also, criminals and violators try to bribe judges, policeman, and politicians to free them or to reduce their prison terms or fines. Tax collectors are paid by firms and individuals to collect less tax in return for a fraction of this exemption resulting in lower government revenues (Chandler and Wild, 1992). And in some societies, organized crime pay kickbacks to policemen and judges to overlook such illegal activities as drug trafficking, money laundering, prostitution, and gambling (Phongpaicht and Piriyarangsan, 1994).
IV. Consequences of Corruption

Whether corruption occurs because people are pursuing illegal gain or because they trying to escape established laws, it has an adverse effect on the process of economic development. Therefore, in what follows, I will explore the consequences of corruption on economic development through its impact on a number of macro-economic variables including: government revenues, economic growth, and poverty and inequality.

A. Government Revenues

Governments lose large sums of money if pay offs to public officials induce them to overlook part of income, production, and imports when assessing tax revenues. There is no doubt that such a fall in government revenues will be manifested in one of two ways. One is a fall in government expenditures on social and physical infrastructure such as health, education, transportation, etc., which in turn leads to lower rates of economic growth. The other is when the government reacts to the fall in its revenues by financing its expenditures through other means such as domestic borrowing, international borrowing, and by printing money, all of which, have political and economic costs
. For example, in a recent study based on interviews conducted with tax payers in Taiwan, it has been shown that 94% of these tax payers bribe public officials to be lenient in assessing their taxes. (Chu, 1990). 

And in China some independent studies put the cost of corruption at about 4% of GDP and the tax evasion at 130 billion Yuan annually (Minxin, 1994). 

Also, some local sources have indicated that corruption is costing Syria about $50000 each day.

B. Economic Growth

How does corruption impact on economic growth? A number of theoretical and empirical studies have shown that corruption results in lower economic growth and this inverse relationship manifests itself through the following channels. First, because corruption is perceived by businessmen as a form of tax, they tend to reduce their investments in countries where corruption is widespread thus causing lower economic growth. According to some recent studies a fall in the corruption index from 4 to 6 points  (where 0 is the highest level of corruption and 10 is the lowest level of corruption) raises the rate of investment by 4% and raises the annual growth rate in per capita income by 0.5% (Mauro, 1995; Knack and Keefer, 1996).
 Other studies argue that corruption reduces economic growth by distracting talented people from more productive activities (Murhy et. al, 1991). Also, in many aid receiving developing countries, the spread of corruption and misuse of resources have lead to a decline in foreign aid channeled to poor countries which has in turn exacerbated an already low rates of economic growth. (IMF, 1995). Second, corruption tends to distort government expenditures such that more resources are allocated to those goods and services where corruption is hard to detect and/or their market prices are nonexistent such as defense spending and bridges while less resources are spent on more productive categories such as education, housing, and health services. (Shleifer and Vishney, 1993). For example, it was found that the fall of corruption from 6 t 8 points results in an increase of spending on education by 0.5% of GDP which in turn leads to a higher rate of economic growth. (Mauro, 1998).

C. Poverty and Inequality

In addition to its effects on government revenues and economic growth corruption also has an adverse effect on poverty and inequity. This impact translates itself through the following avenues. First, because higher economic growth is generally welfare improving for all groups including poor segments, albeit these gains are disproportionate, and since corruption is inversely related to economic growth as argued previously, then one would expect corruption to be harmful to poor classes. (Ravallion and Chen, 1997). Second, when a progressive tax system (the tax rate that rises with the size of income) is applied in a corrupt environment, tax evasion by wealthy individuals aborts the role of this tax system in narrowing the income gap between the rich and the poor and it may even deepens it. (Gupta et al, 1998). 

Third, we have already mentioned that corruption results in the abuse of the subsidy system that is meant to upgrade the conditions of the poor segments of society. Accordingly, corruption can perpetuate and worsen the conditions of poor people by depriving them from the benefits of this subsidy system, which are being reaped by the rich groups (Tanzi and Davoodi, 1997). For example, it was found that the rise of the corruption index by two and a half points causes the Gini coefficient to rise by five and a half points 
.

Thus it is clear from the above that the fight against corruption could improve the chances of economic development in many developing countries because lower corruption implies, higher rates of investment, more economic growth, and the alleviation of poverty and inequality.

V. Possible Cures

So far, it has been shown that corruption is detrimental to economic development because it discourages investment, reduces economic growth, exacerbates the levels of poverty and inequality, robs people of their hard work and above all it subjects individuals committing it to the punishment of God Almighty in this life and the life hereafter. Therefore, eradicating or at least minimizing corruption is conducive to a life that accords with the teachings of Islam, which in turn results in prosperity and stability in modern societies. But how do we cleanse our societies from this malaise? To answer this question we start with an equation that summarizes the relationship between corruption and its determinants in the following way (Klitgaard, 1988):


Corruption = Monopoly + Discretion – Accountability

This equation states that corruption is positively related to monopoly and discretion and negatively related to accountability. That is, the greater the monopoly power in the hands of public officials and the more discretion they are given in the decision making process, the greater will be the size of corruption. By contrast, the more accountable these officials are, the lower will be the degree of corruption. Therefore, to minimize corruption societies need to reduce the degree of monopoly in the production and distribution of goods and services, narrow the discretion given to decision makers and improve the system of accountability. In what follows we show how this can be done in an Islamic context.

A. Having An Ideal Worldview

It is clear from the above relationship that promoting accountability will reduce the degree of corruption. In a secular context, accountability results from the different checks and balances imposed upon individuals from the society to achieve certain ends like honesty, efficiency, equity, etc. But this form of accountability is costly and has many shortcomings as one can detect from the many socio-economic problems that modern societies are faced with
. But according to Islamic teachings, the highest form of accountability is the one, which comes from within the individual himself “ Then tell me about Ihsan. He said: It is to worship Allah as though you are seeing Him, and while you see Him not yet truly He sees you … .”
. However, for this internal form of accountability to thrive, the worldview held by individuals should be broadened to include not only this life but also the life after death and this is exactly what characterizes the Islamic worldview. Moslems believe that man is created by God and his life on earth is a short and limited mission on the basis of which God will determine the way man will live his lasting life, which will come after being resurrected. And for Man to be successful in his mission, Moslems believe that God has sent Messengers to guide him to the true path and these Messengers were sealed with the prophet Mohammed (pbuh) whose message is embodied in the Holy Qur’an and The Sunnah of the prophet (pbuh) both of which are preserved from any form of omissions or commissions until the day hereafter “ We have, without doubt, Sent down the Message; And We will assuredly Guard it (from corruption)”(al-Qur’an, 15:9). This message guides Moslems in all their endeavors in this life be it political, economic, social, cultural, environmental, biological or what have you and it is more potent than any other secular worldview in inducing individuals to do good and refrain from bad for the following reasons: 

First , the principles that are derived from these two sources are in harmony with human nature “ Should He not Know---He that created? And He is the One That understands the finest Mysteries (and) is Well-acquainted (with them)”(al-Qur’an, 67:14) and as such they bring out the best of these individuals by equipping them with two essential traits or virtues, honesty and competency “ O my (dear) father! engage Him on wages: truly the best 

Of men for thee to employ is The (man) who is strong and trusty”(al-Qur’an, 28:26). Second, some of these principles are fixed to protect individuals from falling prey to their whims, desires, and excesses. Others are flexible to enable man to accommodate and utilize the accumulating knowledge and experiences in the advancement of his life both materially and spiritually.
 Thus the guiding principles originating from these two sources do not infringe on the ability of the human mind to excel and to realize its potentials just as the limits (the boundaries) of a football field do not impede the efforts of players to score and win games. On the contrary, they make human progress positive and steady and minimize the deviations that are harmful and meaningless. Therefore, in what follows, we briefly expose some of these principles that pertain to the topic at hand. To ingrain the right beliefs and the proper behavior, the Holy Qur’an states in unequivocal terms that man was created from matter and spirit “ Behold! thy Lord said To the angels: I am about To create man, from sounding clay From mud molded into shape”(al-Qur’an, 15:28) and thus the development of both dimensions-spiritual and material- is essential for his survival, stability, productivity, and salvation. But what is the ultimate goal of man’s creation? The answer comes very clear and concise in the following verse: “ I have only created Jinns and men that They may serve Me” (al-Qur’an, 51:56). So man should have the intention of serving God in any activity he performs to make his life worthwhile and to reap the rewards for these activities because Allah almighty reminds us that he will hold us accountable for what we do in this life “ Then We made you heirs In the land after them, To see how ye would behave”(al-Qur’an, 10:14). Accordingly, whether man is praying, working, parenting, governing, fasting, visiting others, teaching, fighting, donating, or any other role, he will be rewarded by God as long as he intends to satisfy God and accord with his commands. Besides knowing the nature and purpose of his creation, man is also informed that he will ultimately die and he will be resurrected from his grave on the day of judgment where he will either go to Heaven or to Hell” After that, at length Ye will die. Again on the Day of Judgment, will ye be Raised up “(al-Qur’an, 23:15-16). Then he will be held accountable for what he does in this life: Says Allah “ So hold thou fast. To the Revelation sent down To thee: verily thou Art on a straight Way. The (Qur’an) is indeed. The Message, for thee; And for they people; And soon shall ye (All) be brought to account” (al-Qur’an, 43:43-44). Having established the answers to pivotal questions about the origin, purpose, and destiny of man, Islamic principles try to guide man to the true path in this life by teaching him how to reign his heart and mind with the commands of God Almighty and to develop internal immunity against evil conduct. In order to realize happiness in this life and the life hereafter, for example, Islam recognizes that the love of worldly goods is part of the human nature but it goes on to remind us that what we should expect in the life hereafter is even better than the ornaments of this life “ Fair in the eyes of men Is the love of things they covet: Women and Sons; Heaped-up hoards Of gold and silver; horses branded (for blood and excellence); And (wealth of) cattle And well-tilled land. Such are the possessions Of this world’s life; But in nearness to God Is the best of the goals (to return to) “ (al-Qur’an, 3:14). Then, we are informed that what we own belongs to God and we are only vicegerents and thus our utilization of the resources at our disposal should be in accordance with the injunctions set by the true owner “ It is He who hath produced you From the earth and settled you Therein: then ask forgiveness Of Him, and turn to Him (In repentance): for my Lord Is (always) near, ready to answer (al-Qur’an, 11:61). In his role as vicegerent, man is commanded to build this universe with these resources “ It is He Who has the earth manageable For you, so traverse Ye through its tracts And enjoy of the Sustenance Which He furnishes: but Unto Him is the Resurrection (al-Qur’an, 67:15). But our enjoyment of these worldly things should be in accordance to the teachings of the religion and for the sake of the life after death “ But seek, with the (wealth) Which God has bestowed on thee, The Home of the Hereafter, Nor forget thy portion in this World: But do thou good, As God has been good To thee, and seek not (Occasions for) mischief in the land: For God Loves not those Who do mischief.”(al-Qur’an, 28:77).  What is even more is that the Holy Qur’an urges us to exert ourselves and explore the wonders of this universe and describes those who do so as wise men “ Behold! in the creation of the heavens and the earth; In the alternation Of the night and the Day; In the sailing of the ships Through the ocean. For the profit of Mankind; In the rain which God sends down from the skies, And the life which He gives therewith. To an earth that is dead; In the beasts of all kinds That he scatters Through the earth; In the change of the winds, And the clouds which they Trail like their salves Between the sky and the earth; (Here) Indeed Signs For a people that are wise”(2:164). From this general introduction to the nature of man and his role in this universe and the destiny awaiting him in the life hereafter, the Islamic worldview proceeds to set more specific guidelines with regard to the use of resources (consumption, production, exchange, etc.). To begin with, there is an unequivocal condemnation of all forms of injustices and transgressions “ And do not eat up Your property among yourselves For vanities, nor use it As bait for the judges, With intent that ye may Eat up wrongfully and knowingly A little of (other) people’s property (al-Qur’an, 2:188). Then there is an emphasis on the importance of keeping the trust “ God doth command you to render back your Trusts To those to Whom they are due; And when ye judge Between man and man, That ye judge with justice. Verily how excellent Is the Between man and man, That ye judge with justice. Verily how excellent Is the teaching which He giveth you! For God is He Who heareth And seeth all things (al-Qur’an, 4:58). 

The implication of the above analysis is that the rational calculation of costs and benefits by a true Moslem who wants to maximize his benefits (utility) and minimizes his costs (pain) will extend beyond this life to the life after death which according to the Islamic worldview is far superior than this life “ Day (behold), ye prefer The life of this world; But the Hereafter is better and more enduring. And this is In the Books Of the earliest (Revelations), The Books of Abraham and Moses”(al-Qur’an, 87:16-19). Accordingly, an Islamic, or a religious world view for that matter, is more conducive to good and just behavior in this life than a secular one. 

Accordingly, in an Islamic context, the first step in the fight against corruption and other modern illnesses is to instill the correct worldview and to encourage the practice of its principles in their entirety in order to lead the human kind to genuine peace and prosperity. This is so because the accountability that stems from the heart is far better, more effective and lasting than external accountability. The Messenger of Allah, peace be upon him, says “ … Truly in the body there is a morsel of flesh which, if it be whole, all the body is whole and which, if it be diseased, all of it is diseased. Truly it is the heart”
 (It was related by al-Bukhari and Muslim). And although the cleansing of the human heart is both a practical and an educational process that takes time and resources, it is more conducive to the minimization of all forms of wrongdoing, corruption included.  

There is no doubt that the development of internal accountability which stems from the above Islamic worldview is the best way to curb corruption and other illnesses in modern societies.  As stated earlier, however, instilling the value system in today’s societies is a long-run process and therefore internal accountability should be complemented by an external one based on checks and balances to discourage individuals from being unjust to each other. These checks and balances which also reduce both monopoly power and discretion – the other two determinants of corruption- can be achieved in a number of ways including:

B. Promoting A Preventive Environment 

It is always better and more efficient to prevent corruption than to cure it. Therefore, it is necessary to create a healthy environment that makes the spread of corruption difficult. This anti-corruption environment can be promoted in a number of ways including the following. First, the reduction of monopoly in the provision of goods and services will always decrease the expected level of corruption. A number of studies have shown that potential corruption is positively related to the size of government sector as measured by its share in GDP, the importance of industrial and trade policies, and other forms of government intervention in the economy (Kimberly, 1997). For example, in of the studies that were conducted in the early 1980s, it has been found that the level of corruption falls with the increase in the ratio of imports to GDP because more imports lead to higher competition and less monopolistic power in the provision of goods and services (Ades and Di Tella ,1994) . This same study also points to the fact that there is a positive relationship between corruption and  the domination of a few firms in the economy specially in the absence or laxity of a proper regularity environment. And in a more recent study it was shown that there is a positive relationship between the size of industrial policies adopted by the public sector and the potential for corrupt behavior (Ades and Di Tella, 1995). Second, the simplification of rules and regulations, the transparency of decision-making, the increase in people’s awareness of their rights, all reduce the potential occurrence of corruption. Third, the privatization of public institutions when there is no objective justification for keeping them in the public sector, and the encouragement of competition through the provision of goods and services from domestic sources or by reducing tariffs to encourage imports. Fourth, the collection and distribution of data, the publication of new laws and the explanation of how and why decisions are made, will enable citizens to insure that they are not being exploited or overcharged for public goods and services.  Fifth, relying on highly qualified internal and external auditors to verify that public resources are efficiently allocated. To fulfill their task, auditors should be provided with up to date and accurate data. Finally, the legislation of strict laws to prevent the overlapping of responsibilities in public institutions such that a government official should not hold two jobs that entail a conflict of interest which may create a corrupt environment. 

These laws should also be clear on what kind of private business public officials can conduct both before and after their retirement from the public sector to avoid any abuse of public office or conflict of interest. 

C. Institutional Development 

Building an effective institutional environment is another important way of curbing corruption. This institution- building effort can be achieved by focusing on the following issues.  First, the recruitment of government officials should be based on two major criteria namely, competence and integrity as stated in the Holy Qur’an “  O my (dear) father! engage Him on wages: truly the best Of men for thee to employ is The (man) who is strong and trusty “ (al-Qur’an, 28: 26). Second, Once employed these officials should be give adequate wages that are at least equivalent to those earned by their counterparts in the private sector to make them more productive and less susceptible to the enticement of corruption. The prophet, peace be upon him, informed us that, on the day of judgment, he will be the opponent of three kinds of people one of them is a man who has employed another and did not pay him his wages 
.  These wages should also be complemented with other forms of incentives such as health insurance, children’s education and social security.  Third, there should be clear and transparent rules governing the degree of discretion given to an official in order to reduce the probability of corruption and to facilitate the assessment of performance but without excessive centralization that often results in inefficiency and red tape. Fourth, for the preceding anti-corruption policies to succeed, however, they have to operate in a proper political, legal, and educational settings.  That is, there should be an elected legislative body that represents the interests of all groups in society vis-à-vis their government. This body should have the powers to legislate and determine how resources are generated and allocated. Its decisions should be binding to the head of the state who himself should be guided by the declaration of Abu Baker, the First Caliph  (May Allah be pleased with him) on his first day as a leader of the Muslim Ummah in which he stated that  “ A strong Man among you is weak in my eyes until he pays his dues, and a weak man among you is strong in my eye until he gets back his rights”
 Beside this legislative body, there should be an independent judiciary system that upholds the rights of individuals and institutions and punishes those who want to violate them . Such a system is essential for the preservation of equality among individuals without which neither security nor prosperity can be achieved as we are reminded in the Holy Qur’an “ In the Law of Equality There is (saving of) life To you, O ye men of understanding; That ye may Restraint yourselves”(al Qur’an, 2:179).  This judiciary system, however, cannot fulfill its goal of equality if it is not independent or it is biased in favor of those who can pay more. The prophet (PBUH) has warned us against double standard and selectivity in applying the rule of law because such behavior is detrimental to the existence of societies “ People before you have experienced decay because when a strong man among them committed theft, they let him loose, but when a weak man commits theft, they punished him “ 
.  The prophet (PBUH) also said “ There are three classes of judges, one of whom will be in the Garden and the other two in Fire. The one who will be in the Garden is a man who knew the truth and Judged accordingly. The one who knew the truth but misjudged and the one who judged for the people in ignorance will be in the Fire. (Reported by Abu Daoud, al-Tirmidi, and Ibn Majah). Another important institution that complements the above mentioned institutions is the establishment of a free press that focuses on important issues, spreads the information needed to increase the awareness and participation of the public at large, and exposes wrongdoings everywhere in society. All these institutions when taken together should be conducive to an environment where people are held accountable for their actions and where checks and balances result in lower corruption, more prosperity, and greater stability as we are reminded by the Holy Qur’an “ And did not God Check one set of people By means of another, The earth would indeed Be full of mischief: But God is Full of bounty To all the worlds. (al-Qur’an, 2:251) and “ Did not God Check one set of people By means of another, There would surely have been Pulled down monasteries, churches, Synagogues, and mosques, in which The name of God is commemorated In abundant measure (al-Qur’an, 22:40). And last but not least the educational system in any society plays a major role in shaping the values that influence the behavior of individuals and as such what we educate our children and how we educate them has a bearing on the different roles these individuals (fathers, officials, businessmen, etc.) play in society. Hence, the educational system in a Moslem society is expected to transmit the Islamic value system to all groups in all places so these individuals will act morally and productively in their different roles.

VI. Conclusions

The present paper presents an Islamic view of corruption and development. The thrust of the arguments can be summarized in the following points. First, Islam condemns corruption in all shapes and forms because it considers it a sign of decay and backwardness and a threat to the peace and prosperity of all societies. Second, corruption is caused by the desire of individuals either to reap illegal gains or to escape from paying their dues. Third, corruption is an obstacle to development because of its adverse effects on government revenues, economic growth, and on poverty and inequality. Finally, unlike the secular approach to the problem of corruption which focuses on the external form of accountability, Islam deals with the problem of corruption by teaching us the correct worldview which, if ingrained in the hearts and minds of individuals, is more potent in the reduction of corruption and in the solution of many other problems faced by modern societies.
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� Al-Mujam Alwasset, Vol. 2, Dar Ihiya Alturath, Second Edition, 1973: p.688.


� Although our emphasis here is on corruption originating in the public sector, this by no means implies that there is no corruption in the private sector since corruption usually describes a relationship between the public sector and the private sector. Sometime the public sector is the dominant actor while in other cases the private sector is the more powerful actor. Thus, the relative bargaining position of each side will ultimately determine both the overall impact of corruption on society and the distribution of the gains between the two parties. (Rose-Ackerman, S, 1999:p.113). 


� Briefly, the cost of domestic borrowing is competing with the private sector for available funds and servicing the debt; the cost of printing money is the possibility of higher inflation rate; and the cost of international borrowing is subjecting the country to conditions that may conflict with its socio-economic goals in addition to servicing the debt. 


� BBC NEWS, 13 June 2000.


� The quoted studies have used two main indexes of corruption, which are: Business International Indices of Corruptions and the International Country Risk Guide.


� The Gini coefficient is an index of inequality and its value ranges from 1 when there is full equality in the distribution of income, and zero when there is a great inequality.


� Examples include, among others, corruption, drug addiction, alcoholism, wars, aids, pollution, poverty, illegal children, high divorce rates, child and wife abuse, etc.


� This Hadith was related to Umar ibn al-Khattab, the second Caliph (May Allah be pleased with him). And Ihsan in the present context is to master or perfect what one is doing.


� Examples of fixed principles are the payment of Zakah, the performance of prayers and pilgrimage, and the prohibition of interest, gambling, and alcoholics. By contrast, a government system in an Islamic context can be parliamentary, presidential or a combination as long as it achieves a true political participation of people in running their society according to the Islamic guidelines (Shura).


� The Hadith was related by Al-Bukhari and Muslim


� Daeif Aljame Alsageir wazyadateh, Al-Albani, No.4054. 


� Ibraheem, H, Political History of Islam, Third Edition.1/220.
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