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Distinguished guests, colleagues, ladies and gentlemen,

In the morning and afternoon sessions of this Forum, distinguished speakers have highlighted the growing recognition worldwide of the importance of ethical governance and shared with us their valuable insights on this important subject.  I have thoroughly enjoyed the stimulating panel discussions and have learned a lot from them.  I trust that you, too, have found the deliberations productive and fruitful.  Before we close today’s discussion, allow me to share a few thoughts with you.
Growing Awareness


The former Vice-President and Controller of the World Bank, Jules Muis, once observed, “the public and the private sectors are the two wings of one plane.”  Both wings must be sound and proper for the plane to fly safely.  If public and private institutions are the two wings of an aircraft, their management are the pilots who control the cockpit.  Flying the craft to a destination requires not only the skills of maneuvering, but also knowledge on a wide range of subjects – such as the relevant laws and regulations, the principles of navigation and the operating systems of the plane.  Above all, the pilot has to know all about flight safety.  It is incumbent upon those who are responsible to understand, manage and control risks to ensure continuous safe flights.


To any law enforcement agency, a sound legal framework is imperative to the effective discharge of its duties.  However, many notable cases of corporate failures in recent years clearly demonstrated that criminal codes and regulatory requirements, no matter how carefully drawn up and extensive, could at best prescribe the minimum standard of acceptable behaviour or practices.  The demise of major corporations like Enron and Worldcom had not only cost investors billions of dollars, but had also threatened market stability by eroding confidence in the financial markets.  These events served as a wake-up call to regulators and the business community worldwide on the importance of ethical governance.

The political, business and regulatory environment has become more complex in a globalized world economy.  As navigators of their organizations, government and business leaders need to possess not only the skills in steering the institutions and its people, but also the knowledge on government laws and regulatory requirements as well as the major principles of managing their organization and the operating systems.  Ethical governance is corollary to managing and controlling risks for flight safety.  It provides the best assurance for organizations to ride the challenges coming their way in a rapidly changing environment.  Like the wings of an aircraft, the public and private sectors cannot exist independent of each other.  Leaders therefore should share the vision of and commitment to fostering high ethical standards and putting these into practice in public governance and business.

The Hong Kong Experience


Hong Kong’s success in the past 30 years in combating corruption and building a probity culture in the community best illustrates the important contribution of ethical practices to sustained economic and corporate success.

The Hong Kong model has been based on the ICAC’s three-pronged strategy of –
· effective law enforcement, which makes corruption a high-risk crime;

· preventive work, which seeks to plug loopholes in systems and procedures; and

· public education, which seeks to change the community’s attitude towards corruption and building partnership to support our work.

When the ICAC was established in 1974, Hong Kong was a small trading economy plagued by corrupt behaviour both in the public and the private sector.  Today, we have emerged into a leading international business and financial centre known for our level-playing field for business, and a civil service acclaimed for being one of the cleanest in the world.  Surveys of overseas business enterprises have consistently revealed the importance attached to a corruption-free government in their decision to establish regional representation in Hong Kong.  A community generally intolerant to corruption has been and will continue to be an important factor which makes us stand out in the increasingly competitive global environment.


Effective law enforcement aside, at the heart of Hong Kong’s road to probity is the determination of government and community leaders to work in partnership to build a clean society which prides ethical practices.


On the part of the ICAC, we firmly believe in the importance of building probity culture through ethical leadership.  This is reflected in our long partnership with business leaders in promoting ethical business practice.  The establishment of the Ethics Development Centre (EDC) in 1995 in collaboration with the six major business chambers, which co-organizes the Forum today, is a notable example.  Programmes of the EDC has over the past ten years enabled us to reach more than 100,000 company directors and senior managers.


We also work very closely with trade associations, professional and academic institutes to promote business and professional ethics.  Over the years, this partnership has enabled us to provide targeted services to various sectors, including banking and financial services, construction, and the travel and tourism industry.  More recently, cooperation with professional bodies such as the Hong Kong Institute of Directors, the Hong Kong Society of Certified Public Accountants, and professional associations related to the construction sector has enabled us to offer integrity training to more than 200 company directors, 1,400 accountants and 1,200 engineers, architects and surveyors under the professional institutes’ continuous professional development courses.


We have also established very close ties with government departments and public sector organizations to jointly promote integrity management and help them identify and tackle corruption prone areas in their operation.  Regular liaison channels have been established between ICAC and senior management of government departments to discuss major integrity problems they face and identify areas of cooperation to address such problems.  Every year, we provide integrity training to some 20,000 government officers of different ranks and grades.


Achievements in building a clean civil service may be gauged in the decline in corruption complaints against government officers from 86% of the total in 1974 to only 34% in 2004 and the eradication of syndicated corruption.


None of these would have been possible without the cooperation of business and government leaders, and their firm commitment to taking positive steps to promote an ethical culture and ethical practices in their organizations.  However, there is a need for continued vigilance to ensure that the clean culture is sustained.

Governance Issues


As with many other corporate failures, the collapse of Enron in late 2001 involved failures with directors and senior executives, professional advisers and auditors, the misappropriation of company funds and credit frauds.  Business sector cases investigated by us also reflect a noticeable trend of the increasing involvement of senior executives and professional advisers of companies.  Executive staff, directors or chairmen of companies and their professional advisers, accounted for 52% of the defendants charged by the ICAC in completed private sector cases in 2002.  This had increased to 69% in 2003 and 73% in 2004.


As syndicated corruption has been eliminated, and direct solicitation and acceptance of advantages by public officers have become increasingly rare, new challenges have emerged in public sector corruption activities in recent years.  These include :

First, increased prosecutions under the common law offence of misconduct in public office involving the abusive use of authority or circumvention of laid down procedures, primarily in the procurement of goods and services, and in the award of contracts to close associates, such as family members.

Secondly, growing instances of “undesirable association” between staff and their work contacts, such as contractors and suppliers, often characterized by frequent and excessive wining, dining and even money lending, place the officer concerned in “conflict of interest” situations in their exercise of official duties.

Thirdly, increased problems with “supervisory accountability”.  These take the form of inadequate supervision of contractors due to connivance by the inspecting staff or laxity in supervision resulting in problems of substandard workmanship, materials and services.  In some cases, supervisors of these officers also failed to take necessary action against their subordinates who had failed in their duties.


The lessons from these are that most cases of mis-governance, whether in the public or private sector, reveal weaknesses in the management structure, non-existence or lack of clear rules governing conflicts of interest, and inadequate systems and procedures to control risks, thereby increasing the risk of malpractice and corruption.  Yet a corporate culture which values performance above ethical practices is seen by critics as the major factor contributing to the scandalous collapse of Enron and Worldcom.  The best assurance of sustainable success incarnates in leaders who take pride, not only in establishing clear ethical management standards, but also in nurturing an environment conducive to the making of ethical choices under trying circumstances.


Distinguished speakers and panelists have today shared their experience and vision about building successes through ethical governance.  I would also like to share with you a few principles which, I believe, encapsulate what ethical governance is about –
· Commitment : a clear commitment by the leaders to high ethical standards in the organization;
· Control : the development of sound systems and procedures to control risks from unethical practices, manage conflicts of interest and create checks and balances, and keeping these under constant review;
· Codes : translating the ethical standards into clear codes of conduct for stakeholders – management, staff, professional advisers and partners; and
· Communication : communicating and educating stakeholders of the standards and the codes.


Ladies and gentlemen, as this Forum is drawing to a close, on behalf of the ICAC and the CSB, I would like to thank our distinguished speakers, convenors, panelists and guests for sharing their insights with us.  In particular, I would like to pay special tribute to the six major chambers of commerce and the Hong Kong Institute of Directors for their support.  Last but not least, I would like to thank all of you for taking part in this meaningful event.

The Forum today provides a timely opportunity for business and government leaders to share views and experience on ethical governance.  May I call on you all, as leaders of government and businesses, to continue to put ethical management into practice and work together to make Hong Kong a better place to live, to work and to invest.


Thank you.
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