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“In business I never lie ... unless I have to!”
                                             (Multinational CEO) 
“In Switzerland any “ whistle blower” on a senior executive  fraud, will certainly be fired and unable to get another job in the country,  while the “guilty executive” will be gently warned to behave better.” (Anon)  

“All politicians may lie sometimes  …  just like everyone else … so why all the fuss?”

(The Economist) 

Harvard Business School MBA graduates have  adopted CSR as a key personal priority for the future. (The Economist June 6, 2009)  
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INTRODUCTION
While corruption was once a taboo subject, anti-corruption has become a worldwide almost evangelical movement. However in anti-corruption efforts, it is Important to avoid “emotional investment” in “peanuts” ($10) compared with coconuts (material amounts - $1,000,000).

Corruption in business and politics has existed for generations. It may be illegal, legal or just un-ethical. Corruption involves bribes, extortion, embezzlement, fraud, extortion. Favoritism, nepotism, illegal political contributions, abuse of human rights etc. etc.  without limit. 
Corruption like crime survives with secrecy and is directly related to cultural values of “what is normal behavior”.  Anti-corruption is very popular topic for discussion (“talk”) but not for action. This applies to companies, government, NGO’s and the UN too!!!

There are so many ethical and anti-corruption organizations including: Transparency International (TI), Global Witness, U.N. Convention Against Corruption, Organization for Economic Cooperation and Development (OECD),  World Bank Institute (WBI), National Integrity System and  the UN Compact etc.  
Yet in 2009 worldwide corruption is epidemic, because the givers and the receivers of cash keep it secret without external audit!!! The internet web is a great resource for corruption with almost unlimited potential. Company financial reports would never be believed without validation by independent professional auditors. Annual external financial audit is required and now accepted by every company quoted on a major stock exchange.  
Why should corporare soicial responsibility reports by companies and government be believed without external audit? Sustainability audit (corporate social responsibility for human  rights, workers, community, environment and corruption) is now available, to cover both the company and its stakeholders (suppliers, customers, workers, community etc).

In 2009 ESEA (Annual External Sustainability Audit) is beginning in Sweden as a   required for every quoted company. Perhaps could be an end to secrecy which is the greatesr strength of  corruption. . EASA can provide publication of past corruption which will deter future corruption.
Worldwide corruption in 2009 is still epidemic, hence this little book designed as an amusing, but creative learning experience to:

a. Briefly explore business and political corruption.


b. Relate corruption standards to reality.

c. Discuss pressures to survive.


d. Stimulate opportunities for the future
with brief text supported by some serious and some amusing cases … because when we can laugh, then perhaps we can change …

Case: Business manager - Sometimes I lie awake at night and ask where I have gone wrong in corruption … in my life … and voice replies …this is going to take much longer than one night …. 
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1. BASICS
In 2004, the United Nations Global Compact on human rights, labor standards and environmental standards, added its 10th principle against corruption, which impedes economic development, the rule of law and general well-being of every nation. 
Corruption costs each year, an estimated $2.6 trillion globally in bribes, inflated project budgets, and legal and other expenses. It cheats poor populations by diverting resources for education, clean water, and health care, into the pockets of dishonest government officials. 

The UN Compact on anti- corruption applies to a company and it’s   “stakeholders”.  But can a company influence and be responsible for corruption by it’s stakeholders?  Stakeholders include such a wide range of organizations:  customers, suppliers workers, managers, unions, local and national government, environment and the community?  
A positive result of the 2008/9 financial crisis is that business is being forced to look beyond shareholders to CSR - Corporate Social Responsibility - economic, ethical and environmental responsibilities. Reporting will have to be more than hopeful illusions, divorced from hard reality. This also applies to government, NGO’s and the UN!!!
Corporations are also forced to become more aggressive with internal compliance and ethics management.  Leading corporations now have a range of effective tools and approaches, including: 
• Ethical  codes of conduct, 

• Regular and comprehensive staff training, 

• Integration of ethics issues in performance reviews, 

• High-level oversight tasked with ethics and compliance as a function, 

• Ombudsman systems, whistle-blower policies, and ethics hotlines, 

• Monitoring, auditing, and enforcement mechanisms, and 

• Collecting metrics to show impact. 
In 2009, even at the Harvard Business School  50% of the MBA program graduates  introduced a new CSR code into the graduation ceremony. Getting closer to the UN Compact 10  principles of CSR responsibility.

So on we go  with a some serious and some amusing  cases ……

Case:  Making a “grease payment” to a customs official  at home faces criminal penalties, but making such a payment in Africa seems to be acceptable.  Permitting the citizens of one country to violate the laws of another on the grounds that it is “how they do business there,” seems to be an interesting  corruption problem.
Case:  World Bank  data shows that there is a high degree of corruption in South Asia (60 %) while in East Asia, corruption is very low (10%).. EU countries have a low rate of corruption (10%). Africa is very high (60%). 
Case: Case: MBA - Reaction to the typical ethics and corruption prevention MBA course is a polite:  “Nice to know, but not very helpful for my career in business. I  prefer to spend my time on an additional finance or marketing course.” In published research, 56% admitted to cheating during MBA Programs.

Case: Director of a major European  company convicted of over $1,000,000 dollars of   bribery through Lechtenstein accounts. to pollticians for contracts. Over 300  managers quietly involved.   When the company anti-fraud manager informed the financial director of these corruption accounts, he was told to stop interfering with private business. The Director was sentenced  to 2 years prison  (excused for „age and ill-health“) and a peanut fine of $100.000. 

Case:  CEO of ENRON exhorted employees to 'walk the talk' (i.e. integrity, team work, loyalty etc.). The ENRON Ethical Code was designed by faculty member of the Harvard Business School, while top executives were involved in desperate corruption to assure ENRON survival. What will we not do when we are desperate enough? 
Case: Middle East. Major French oil company in partnership with local Turkish company for distribution, suddenly found that all the cash had “disappeared”  to finance another local Turkish company.  Recovery made after “Mafia like” meeting.  End of partnership. 
Case: The professional accounting firm, KPMG is currently being sued for 4 billion dollars for possible financial auditing negligence caused inn the 2008/9 financial crisis. They provide both financial and sustainability auditing.
Case: Royal Dutch Shell “a corruption free company”.  has just paid 15 million dollars to settle a claim for human rights abuse in Nigeria in 1997.  At that time Shell also dumped oil waste into the North Sea, but not now.  Change in established corruption practices is possible, but may be a bit hard to bear and take years. With death or retirement of senior managers, there is hope. 
Case:  At a conference on security and development organized by the International Peace

Academy, one expert from Nigeria shocked the audience by declaring that many more people have died and will die from corruption than from HIV/AIDS
Case: During the regime of the President (Far East), both domestic and foreign investment was controlled by “gate-keepers” in the public service who sold investment and manufacturing licenses to willing foreign investors.  Investors then bribed Indonesian officials  to get fiscal concessions, such as tax exemptions and duty-free imports of machinery, free land and, cheap labor without safeguards under the labor laws and social security legislation
2.  PRESSURES

Pressures cause corruption. The pressures may be external from government, taxation, competition, or may be internal from personal conflict, management change, ambition for power or cash or even aggression. Can the corruption of others undermine our standards?  Is cheating the price of business success?  Is our value  measured by how much we earn and spend?.
To explore the corruption and ethics in business practice, we must understand the culture,  but when sales fall, profits fall, workers strike, profits and share prices fall, and cash runs out, the pressure is high!   Then legality and honesty becomes harder and we begin to compromise.

However, some businessmen  escape by passing losses over to government..  Perhaps, the key management skill in 2009 is not  efficiency, effectiveness or ethics,  but personal survival and business survival. Complex issues encourage conflicting information provided to banks, shareholders, customers, supplier, unions  and the stock market 
With general worldwide recession, insecurity and uncertainty, it is not enough to   

set high standards in business and politics.  To live up to them under pressure, requires 

 courage.  So many senior business managers’ people profess to be anti-corruption but 
 their  behavior does always not bear out what they claim..  
Without control and both financial, an sustainability audits, future corruption with new electronic technology, may not be limited to cash, but will include: kidnapping, shooting, murder, bombs  etc.  Is this the heritage we seek for our children? 

Beat the system. This mentality exists is an outgrowth of the corrupt old capitalist  and communist systems. The “good” manager was one who beat the system by cheating and other practices. There is always a right way and wrong way, but with pressure the wrong way, always seems more reasonable and more profitable. Is there a universal code of corruption and ethics, that could be implemented in spite of pressures?   

In some pressure cultures the word of a government official or businessman is accepted. In others only written contracts work for reliable relationships. In some governments civil servants are so poorly paid, they expected (like a restaurant waiter with tips) to raise further cash with gifts from those seeking government help.  
When cultures, economics and environments change, perhaps pressures change and corruption changes as well. 

On we go … with some (hopefully) amusing cases …

Case: In an East Asian country, a businessman was having a commercial dispute with the general manager of another trading company who had a friendship with a group of local judges. The judges manufactured a case against the businessman, fabricated a set of files and had him arrested. After six months of illegal detention, they ordered his release, but only after his family and associates had paid the equivalent of a US$29,000 bribe. The judges split most of bribe among themselves, but left a little for their friend, the general manager
Case: Tax - small business owner cheats on income tax for 20 years and puts all cash in the name of his wife. She runs off with the chief salesman and all the money. 

Case: US SEC - Today, there is much more accountability. SEC statistics revealed that in 1999, there were some 10,000 whistle blowing complaint filings for the year. Today in 2008, there are over 45, 000 complaints, MONTHLY.  But it may take time to check them out, so don’t hold your breath.
Case: Expenses - manager finds that his favorite salesman cheats on expenses. Does nothing, because the salesman gets the best sales  orders.
Case: Major reputable multi-national company sets up legal entities in tax free countries (Bahamas etc.) and uses transfer pricing to avoid tax in USA.

Case: Re-structuring - The dilemma for individual in business is keeping the job. “Rank and yank” creates tremendous pressure for employees to look the other way on corruption,  and ensure personal survival. 

Case: Cost - manager required staff to re-negotiate purchase contracts to achieve 20% reduction in cost. When the renegotiation was done, the manager rewarded the staff, he liked but not the others. 
Case: Asia:  US business in partnership with a local Chinese company which steals all the machinery.  Legal judgment against it not enforceable.

Case: Asia. Korea. USA made a great fuss about “peanut” corruption to get UN teams excluded from the country.

Case: Africa. UNICEF project “under control” until it was discovered that UN vehicles illegally sold and petrol stolen? Why? Is corruption concealment also corruption?

Case: Africa. UN building program in Africa with “controlled bidding” … to give contracts to associates. “Normal”  business.

Case: Africa. Government official to ILO staff member: “We will gladly accept any aid project you like, provided we get the vehicles when the project ends”.

3. Politics & SECURITY
With political autocracy, people are not free to say and do what they like, unless they belong to the power elite. Thus the opportunity for corrupt behaviour is limited for those in power who can escape to safety. By contrast with democracy people are free to say and do what they like. Thus money becomes the major motivator that influences on election and re-election and corruption.
Political machinery seems to work for the powerful well-to-do. Control of the press reinforces political power to create or avoid public discussion of ethical or unethical action. So often it is the anti-corruption image that counts, not the reality.  
How can we guarantee ethical behavior when politicians, businessmen and high level bureaucracy conspire for power and their personal gain? Is there a way to protect ordinary people against such conspiracy?
Every management decision is both emotional and political, because there are internal politics and external politics. When business begins to bend it’s corruption  standards, the first thing to blame is politics. the government and of course George Bush!

The real test  is when there are powerful political officials, and we want to get things done quickly   In environmental issues business used to dump waste into land fills and the sea, without limit and politicians and governments tolerated it with “assistance” (cash) to officials to avoid problems. 

In USA there is now a growing concern  for national security. One company reported that the terrorist attacks of September 2001 changed attitudes on the practice of paying small bribes, that  the company paid  routinely paid ro foreign officials for processing work permits and visas. Now company very uncomfortable about promoting corruption

in this area.   
If visas can be bought, borders won’t be safe. The practice of bribing foreign immigration officials can lead to serious conflict with the tougher US security laws.. 

Corruption provides huge opportunities for Mafia type action. Perhaps in the international political environment of business “ethics” is what we expect of others, not what we do ourselves. 
Perhaps we are all subject to self-delusion and need a more objective gauge (external audit) to measure our own internal and external ethical values and our real corruption performance. No more secrecy!

In illegal corruption both the cash receiver and the cash giver, are legally responsible. Indeed if the giver, did not give, there would be no illegal corruption. So often only the cash receiver is convicted and imprisoned!  

Perhaps we can only change when we can laugh … so here are some tough cases …
Case: Payments to politicians and “good” political parties for advice and general undefined services. Corruption or commission?
Case:  Organized crime makes a very friendly insurance protection offer of a small monthly “contribution” to protect your shop from theft, damage and explosions. Do you pay? Is this corruption or a necessary  security service?
Case: Russia. Galina Starovoitonova was a fearless campaigner against the exploding crime, bribery and corruption  as a 52 year-old independent Member of Parliament.  She exposed corruption in the Russian Parliament, showing how members of the legislature were making deals with organized crime, even appointing them as parliamentary assistants to exempt them from traffic laws and to obtain other perks. She  threatened to expose corruption at the highest levels of the St. Petersburg municipal politics. In November 1998, two people shot her at close range in the stairwell of her St. Petersburg apartment building. They were such confident contract killers that they left their guns behind and did not bother to masquerade as thieves by stealing anything
Case:  In Scandinavia we never give bribes in our very extensive  business in Africa. But in each country and culture, we do appoint a local PR agent for a rather high fee. We don’t not know what exactly he does, but it all seems to be OK, because we don’r  seem have any local political problems or strikes.
Case:  In some developing countries with transitional and emerging economies, 75% of managers say that they ”have to cope” with unexpected political changes in rules, laws, or regulations which critically affect the business.  “Service”  charges must be made to poorly-paid enterprising governmental officials, just to remain in business, without harassment, for pseudo-breach of local regulations.  What else can they do?
Case:  Some companies make a distinction between major bribes  (coconuts) and mere “facilitation payments” (peanuts).  The distinction is  confusing. Both are  favours for Government officials in exchange for preferential treatment.   They pay because they believe they have no choice.. Corruption ?
Case:  In Asia, the Factories Act and the Minimum Wages Act strictly regulate the use of

child labor in factories and industrial enterprises. However, employers evade their statutory obligations by contracting work out to so-called master craftsmen who employ children within their homes without fear of prosecution.
Case: Central Asia.  Alleged that a man refused to pay a five manats (US$6) bribe to the local police department to get his citizenship identification card.  Complained to the Interior Ministry, which  arrested him  and sentenced him to 15 days in jail. After media covered the story, he was released after only three days in prison.  Chief of the relevant department was fired. 

Case:  Asia, oldest university in the country.  Alleged that students got admission, with bribes of from 300,000 taka (US$7,320) , paid to professors, university officials and leaders of the student political parties. The university’s fact-finding committee discovered that many students who gained admission through illegal means. Had  graduated and were  working well for both government and business..

Case: Eastern Europe. Alleged  that high ranking officials charged with misuse of power or bribe-taking, were rarely convicted, and  rarely served time. 
Case: Eatern Europe. Alleged that political party president, convicted of misuse of power and organized crime, was sentenced to five years in prison.. Avoided serving his jail time, except for a few weeks in detention, where he had daily visits from family, friends, and a number of top ministers, including the prime minister. Appeal of his conviction led to a retrial in September 2007 which gave no verdict,  due to “procedural omissions” and “no jurisdiction over the case”. President free.

Case: Easzern Europe.  Alleged to have defrauded the EU of about 32 million euros (US$24million) due to misinformation regarding the Special Accession Program for Agriculture and Rural Development (SAPARD) program. A report criticized e State Agriculture Fund (Darzhaven Fond Zemedelie), and  prosecution authorities and  courts forr lack of cooperation. 
Case: Asia. Alleged senior officials directly responsible for corruption in the institutions they head.  Alleged sale of old 500 or more jobs for US$2.5 million in bribes.

Case: Europe. Alleged that a former prime minister was paid over $200,000 for help in selling light-armored vehicles made by a German company,  to world leaders, including Russian President Boris Yeltsin and French President François Mitterrand.

Case: Asia.  Alleged corruption in China in state infrastructure projects, sale of land use rights and real estate, governmental procurement, financial services and heavily regulated industries. Alleged that officials collude with illegal groups to gain money. 

Case: Middle East . Alleged bribery entrenched in daily life. Residents must bribe public employees for legal permits and public goods/ Normal services aren’t accessible peanut bribery, to offset their meager salaries. In 2008, government  increased civil servants’ salaries by 30 percent. Not expected to change things!!!

Case: Central Asian. New deal. To drive a new imported car, buyer can only register the car by recycling an old car. The process costs thousands of dollars as an army of corrupt employees must be greased to speed up the destruction of old cars..

Case: Asia. The passengers were going to various countries in the Schengen zone.  After a quiet conversation  with the customs officer,  the bus driver announced that the visas in several passports were fake. He did not name any names, but suggested that they raise a total of 15,000 Euros (US$22,277) to pay off the customs officials so they would be allowed to continue the trip. Otherwise, the driver warned, the bus would be turned back. A few of the passengers protested noisily, but after only a few minutes of hesitation nearly all of them agreed to pay up. Only one man refused. He had he already paid 3,800 euros (US$5,642) to an entrepreneur who helped him to obtain the visa, which turned out to be fake!

Case: Middle East.  Man at the International Airport  coming back from a business trip to the United Arab Emirates. Security at the airport threatened with arrest if bribe not paid.- (US$1,000) . Man refused.  Taken to a secret prison in Mogadishu’s  presidential palace and held in solitary confinement for a month, After being repeatedly interrogated by anti-terrorism squads, he was finally released.

4. AccountANTS & AUDITORS
Until 1945, professional accounting firms  as independent auditors, were highly  regarded as the traditional  “honest men of business with the highest ethical standards.  Now they are being blaimed for almost everything. that goes wrong in business. 

In May 2006, for financial audit, the revised code of accountant ethics set principles for:  behaviour, integrity, objectivity, competence, due care, confidentiality, and professional behavior, but not company social and environmental responsibilities.  Adopred as requirement everywhere.

In 2008, sustainability Audit  becomes available to cover the whole 10 principles of the UIN Compact.  Not adopted anywhere except Sweden. Perhaps too risky for the realities oif corruption publicity?.. 
However in  2008 the Institute of Chartered Accountants in London has several guideline web sites including : www.icaew.com/bettermarkets and www.icaew.com/ethics and www.icaew.com/corporate responsibility, which may be the first step towards annual external both financial and sustainability (social and environmental)  audit for every major company, which will reveal past corruption and deter future corruption

Many countries are impossible environments for effective accounting and financial auditing, to International Accounting Standards. Even these standards  may be falling into disrepute,  with the increasingly complex creative schemes of multi company international relationships using computers and the web.. 


But perhaps both shareholders and management do not welcome “full disclosure” when it includes corruption and would result in disastrous share price fall and loss of jobs? Hence the ready market for creative accounting and financial alternatives to disclosure of unwelcome truthful data and losses. 

Manipulation, more discretely called “creative accounting”, is often used to justify unethical behaviour in an effort to survive in an impossible economic environment, preserving jobs and local economy. So much of accounting is a matter of “professional opinion” and “confidentiality” .Is creative accounting corruption?

How to detect creative accounting in reports? Look for creative techniques including: 
    Deferring costs to preserve profit                Assuming unearned revenues
    Classifying real liabilities as contingent    Stock option management 

    Leasing to avoid investment                       Forex instruments difficult to value

    Multiple overseas legal entities                  Concealed losses
   Transfer prices management                       Multiple accounting regulations
    Poor auditor qualifications and independent status etc.  
Overall be sure to be polite with  professional accountants always call it “creative accounting” and never  “Manipulation”..
Some amusing cases::
Case: Africa. Company employed an external consultant to install the finest computer management systems, only after two months did it disclose to him (in confidence) that as a matter of practice, only 25% of the business transactions were actually recorded in the books. The rest were “under the table” which was a Nigerian cultural norm to avoid  income tax complications.

Case: Question: When ordered by the CEO to pay a million dollar bribe to a government senior official, is the financial controller (an accountant) who actually pays the money yo a Suisse bank accountant jointly responsible for this corruption,  which is  illegal? Yes!!! 
Case: Accounting dilemma. Some countries that permit the payment of bribes abroad., but still  require companies to record the transaction.  Business managers don’t like to record such corruption payments, so they need “slush funds”. Yet, failure to keep accurate records of expense is a violation of law even in countries where the payment is not illegal.
Case: National Association of Entrepreneurs (ANDE) proposed the elimination  of  conflicting commercial laws, not blaming  past corruption on any one particular group, as is often done, but just reforming  to change direction of business to clean practices. Anti-corruption d diplomacy! 
Case: Once someone is known as being willing to make bribe payments, they may well be asked for further payments “down the line” > The person who refuses to make a “facilitation payment”  may be left alone. Equally, once an official has successfully obtained a facilitation payment, he may just slow down to justify a further payment. See  Appendix B for Gentle Corruption.
Case: CEO in trouble. May get  fired. Company quoted on the stock exchange experiencing difficult marketing  pressures,  leading to dramatic fall in reported profit and a heavy drop in the share price.  The kindly financial controller (accountant) offers often be helpful and will do his best with a  little “creative accounting”. Courtesy or corruption?                   
Case: Complex mortgage investments which were “toxic” (valueless) were resold by major banks as “Selected Secured Investments”. Corruption? In case of company failure and bankruptcy, the first person to  sue is …the auditor !!!

Case: Developing countries: “I don’t believe it is corruption to pay a poor  underpaid civil servant, a peanut bribe to do his job more quickly for your business convenience.“ Question. Is the payer of the bribe (the accountant) more guilty of corruption than the receiver?.  

Case: Africa. In a UN health care project, local staff allowed local doctors to charge for health services at excessive rates and often for services not performed.. The local accountant and all project staff fired, but nothing published. Why? Is corruption concealment also corruption?

Case:  East Europe.  Financial audits for sale.  Everything has an “unofficial” price.. Accountants and financial managers of one large government agency admitted that the only method they know of clearing their financial reports, is to bribe the auditors, ten percent of a budget that has been mishandled. 

4. Computers AND INTERNET
Computers and Internet are a wonderful aid for corruption!  The world is flat. With computers and internet, information and mis-information is freely available to all, from thousands of kilometers away.  So much false information is  on the web, confusing people and concealing relevant facts and corruption. 
With computers and internet, big businesses establishes “main offices”  in tax havens. With  computers they transfer of profits and cash to avoid or even evade taxes. With computersThey use these havens to store and manage “slush funds” which are so convenient for unrecorded secret corruption payments. UBS bank in Suisse is accused of having 20,000 secret bank accounts of US citizens avoiding taxes all kept secret on computers.
Corruption becomes international, as computer credit card codes are detected and copied worldwide.  To whom can we safely reveal our credit card number without some risk of computer corruption?
On computers and internet, complex data is creatively decorated for cash and profit estimates which cannot be verified. Financial audits fail with complexity of computer based FOREX transactions to protect losses from foreign exchange manipulations (sorry – creativity!!!). Gambling becomes international on computers with tax avoidance becoming normal. In business so many accepted computer and internet practices are unethical but are seldom discussed openly.. 
But there are so much corruption that  businesses can  do with computers and inernet including:

     False gifts

     Crooked advertising

     Neglect to respond to product breakdowns. 

     Stolen goods sold on the web. 

     Packaging complexity that disguises defective products. 

     Delay in settling claims can encourage customers to give up.    

    Tourist trading that disguises the reality of the tours until the customer is there! Too late!

     Computer products that break down easily with no recourse. 

     Exaggerated advertising, that misleads people, especially children  

Oh dear, now time for some tough and some amusing cases:

Case: Fraud – Major Visa card fraud in the USA was from hash operators in Russia 5000 kilometers away. 

Case: Russia. Virus sabotage to punish the the west.
Case: Gambling - A billion dollars gambled each month on Mexico web sites. Now some internet gambling mangers are being arrested in USA,

Case: Dinner in a restaurant paid for Euro 30 by Visa card. Waitress gives name, number and code to a gang who charge the card with 3000 Euros in small pieces. 

Case: Public Accounting Firms made so much more money from consulting and taxation services that financial audits were a “loss”. With computers and the web, became expert in schemes for clients, to avoid and almost evade taxation, to conceal losses and assets, provide slush funds, and very strange  financial  “legal entities”  set up in strange almost unknown places. 

Case: In France in 2009 thousands of films are illegally downloaded from the internet with approval of the general population. 

Case - Asia - Buy on the web, an identical copy of a 400 page US Marketing Text Book in India for 20% of the US publisher price. 
Case: TI and GE convinced the OECD to adopt a convention to criminalize foreign bribery among its member countries. But since corruption is so easily done with computers and the internet, long-term implementation and ultimate effectiveness of the convention is tough. It will require a change in both computer/internet control and the politics/culture  of the OECD, nations, and corporations. 

Case: Global business and computer internet information systems put great pressure on business to keep and not lose it’s established customers, sales orders and profitability.

Case:  East Europe.  As an  experienced traveler, the lady carried a small digital camera. When customs officials wanted a bribe of 5,000 Russian rubles (US$200).. She took out her camera and warned she’d be taking pictures of their actions. They  immediately and dropped their demand to 200 rubles (US$10
… add cases…

5. Global Business & ANTI-CORRUPTION EFFORTS
Vast expansion of  global business in so many different countries, with pressure from developing countries like China and India, to become major industrial world figures, creates wonderfully complex corruption opportunities
.
In global business, corruption and ethics depend on local culture and accepted business values which differ so widely.. Even legal written contracts in many developing countries may be politically unenforceable, with no legal remedy. 
Middle East culture favors nepotism and loyalty to family and friends. Arab business schools have ethics courses with topics like worker safety, government openness etc, but not corruption,  which goes on ”normally” all the time. In Iran, corruption it is worse today than under the Shah. 

India respects international copyright laws for books and products, but still allows local manufacturers to copy and sell word-wide, with no practical legal remedy for the original publishers.

European culture accepts occasional corruption for peanuts,  if kept discretely secret and does no physical harm to anyone.

Africa, Central Asia and China have gentle daily corruption as a way of life which nothing can change for two generations. Trying to stop local corruption in  key government officials, while maintaining a strong business presence in a developing country, is  perceived as too difficult or risky for a foreign company acting alone
However change can take place. The NGO Nike in the 1990s used to attack multinational companies for  using child labor, paying “slave wages,” and creating substandard working conditions. In 2009 Nike seeks to address “systemic change” and identify  the “root causes” of child labor practices. Perhaps the corruption and ethics in global business may be described as: “As one door closes ... another falls on top of you”.  
A comprehensive approach to fighting corruption requires a focus on the demand (government bribery) side. However, corporations typically avoid this approach, to avoid being critical of a government that is often a key customer or stakeholder in its business activity. See  Appendix B for a guide to gentle corruption..
Corporations need to view anti-corruption work as strategic Corporate social responsibility has  complementary approaches:  
1. Ensure compliance
2. Strengthen collective action and ethical  behavior
3. Focus on demand-side forces (the corrupt government official not the corrupt company manager who pays him!). 
Whereas a typical corporation looks at financial results on a monthly and annual basis, anti-corruption work can take years to achieve impact.  So many stakeholders, alternative customs, challenging cultural and market hurdles etc will  need long-term  sustained efforts. 
Whistle-blower reporting mechanisms remain one of the most effective means of fighting corruption and detecting fraud in organizations.  ASEA can provide a bigger  whistle !!!.
In the developing world, corruption and bribery, like crime,  will never be completely eradicated: Unequal power dynamics and individual desires for financial self-improvement will always exist. In the developed world crime and corruption scandals hit the TV headline every day!

What can be eliminated is the systemic public acceptance of corruption and bribery — the attitude of helpless capitulation to problems for which there are solutions. 
Anti-corruption movements are a bit evangelical !!!  They try to make corruption  legally, culturally, and morally unacceptable. The challenge is complex and difficult, with forces, such as democratic values, economic development, cultural norms, and the rule of law.. 
For corporations, corruption is a core business issue that may negative affects their competitive position or sometimes may indeed be a key advantage!!

Companies are not the only cause of corruption, nor are they the only players who can solve it, when they take responsibility. Government, NGO’s and UN too!
Now a few cases … to cheer you up … 
Case: Asia – selling at higher prices in the domestic market than in international markets to acquire more exports.  May sell lower quality products intentionally in fighting with low-cost competition

Case: IMiddle East – carpet shops have no fixed prices. Every sale negotiated over time. 

Case: Scandinavia - Major Norwegian international paper supplier refuses to give bribes etc. to government staff to get major sales contracts. Sells mainly to major national distributors, who do all of those things for it.

Case: Europe - Major global company managers given amnesty by the president for charges of price fixing cooperation.

Case: Europe  - Major International Oil Company  quietly dumped waste oil into the sea for 50 years until new environmental laws which made it illegal and the dumping was publicized
Case: U.S. network of corrupt members of Congress and former Illinois Governor Rod Blagojevich’s removal from office for allegedly selling President Obama’s vacated Senate seat is a reminder that corruption will never be completely eliminated
Case: Merck’s established the Gulf Centre for Excellence in Ethics (GCEE) in Abu Dhabi.addressing  the demand side of corruption. Increased  government e transparency to make it less corrupt. Officials began enforcing procurement rules by reversing improper contracts for medicines.  Extortion by MOH personnel declined. Bids were increasingly awarded based on the quality of medicines.  Ministry personnel began to speak more openly about ethical concerns. 

Case: Merck invested $9 million in nonprofit ethics centers in South Africa, Turkey, Colombia, and the United Arab Emirates, by creating  an overlap of business and societal interests:  Business transactions more transparent and less corrupt. Merck benefited  with   quality products..
Case: Corruption has not been prominent on the Corporate Social Responsibility (CSR) agenda.  KPMG 2005 survey of CSR reports: 61 per cent included a section on corporate governance, but only  20%  dealt bribery or corruption.  Countering  corruption is now on the CSR agenda with UN Compact.
Case: Africa- Dinner  was planned for two company staff  and four Government officials. Local law required  Government officials to  accept nothing that might influence them unduly. The Company had a policy with strict monetary gift  limits. On the evening of the dinner, the four Government officials arrived with four spouses and the sister., for a total of nine instead of four.  They ordered expansively, for dinner and several bottles of expensive wine.  Corruption by whom?
Case: The company recognized the challenge it would face to ensure that it awarded the scholarships solely on the basis of merit
Case: The Convention on Business Integrity (CBI) was a project to facilitate business transactions in or with Nigeria without corruption. CBI was to convince Nigerian society to be intolerant of corruption  distorting decision-making and rewarding the corrupt rather than the efficient and the productive. CBI’s ultimate goal was to change the perception of Nigeria as one of the most corrupt countries in the world. This great expectation may take a century!!.
Case:  Asia Business Leaders Forum (CBLF) with Renmin University in Beijing. CBLF provided a “safe haven” for business leaders to meet to discuss governance, transparency, tendering, procurement, recruitment, employee development,  product and service delivery, joint venture relationships  etc.  The three year action programme was funded by the Global Opportunities Fund of the UK Foreign and Commonwealth Office and a group of multinational companies.  Result in 2009?  Almost zero!
Case: Middle East. Alleged  250 government contracts were awarded to government officials of a  political party of the prime minister, who had publicly called for the end of government corruption and bribery. 
Case:  Alleged that a man  provided evidence to the  Special Prosecution Office for Organized Crimes, with the  “Road Mafia”. He  was instantly declared to be an “enemy of the state”,  fired from his job as a toll collector and two years  later, still unemployed

 Case: Central Asia  Bus driver refused 12-manats (US$1.50) daily bribe to the ministry officials.  Bus confiscated by the ministry.    Complaint  to law enforcement agency, which  feared  that they would be in trouble if they interfered.  Driver complained to  the press. Ministry called  him to offer 404 manats (US$500) for “not making a noise  and giving freedom from bribery for two months”.  Offer refused.  Bus secretly returned and parked in front of his apartment building. Broken!!.

Case: Europe. Abolition of anti-corruption commission was (US$1,032,267)  as budget too high. Change of  some laws  such as: creative accounting not a crime but only a misdemeanor;  Immunity of politicians from corruption prosecution. Perhaps no strong  political will to fight corruption?. 

Case: Middle East.

Tribal relations and blood ties are sacred in this conservative society. The unwritten law is that an official is obliged to help his relatives and would be shamed if he does not take the expectations of his relatives seriously. Therefore, despite claims of transparency in public job recruitment, so many employees from the same tribe or government agency,  are family related to the head of that department. 
Case: Central Asia Government is fighting corruption by bribery involving top government officials. Even when a government official is caught and charged for a crime, it may be that the accused has angered someone at a high level or supports the political opposition
6. Conclusions

in the last 10 years, the key world anti-corruption efforts are by the United Nations Global Compact (UNGC), the World Economic Forum’s Partnering Against Corruption Initiative (PACI), and the Extractive Industries Transparency Initiative (EITI), Company CSR efforts often target issues of high importance to  core business strategy and operations. 
While traditional CSR efforts used to focus on the tension between business and society, fighting corruption now presents an opportunity to focus instead on their interdependence in order to create “shared value.”
Corporations can become leaders in fighting corruption, with four complementary approaches: 

: 

1. Ensure compliance. Corporations should continue to invest significantly in ethics and compliance programs to maintain or increase their level of integrity throughout all divisions and countries. 
2. Strengthen collective action. Efforts need to shift from broad-based, diffuse declarations to more outcome-oriented pacts that can create effective incentives for members to change behavior. 

3. Engage demand-side forces. While the typical focus of corporate anti-corruption work is on the “supply side” of corruption (the private sector), corporations should expand their efforts to influence the “demand side” (the public sector). 

4. Leverage corporate assets. Corporations possess unique and powerful strengths in the fight against corruption, including communications power from the corporate brand, economic leverage, technical expertise, and cash resources for grant making. 

But with the epidemic of corruption in 2009, business can we hope to achieve ethical values and behaviour?  Ethics seems to vary so much with culture, time, place, pressure, politics, accounting, computers and people. When ethical conduct threatens survival, the pressure forces us to choose to survive? Ethics may be a wonderful illusion. When business fails  no-one is sympathetic.

Even democracy seems to be essentially money oriented. Money gives power to influence the environment – political, economic, business, social and even spiritual. Autocracy favors power. Even democracy favors the wealthy.  A higher number of votes may come from the poor, but the elected will work for the well-to-do. Spiritual values are legalized with equity, but are seldom rigorously enforced, especially when income tax is a major source of corruption which kep secret..

How can we speak the truth on corruption?  Are we responsible both what we do, and what we fail to do?  When a professional business manager is confronted by serious corruption by colleagues or senior management in the organization, then he needs four things:

a. Belief that what he does is right for the organization.

b. No delay in confronting the person concerned 
c. Courage to be prepared  to resign or fired or rejected.

d. Recognition that if not prepared for c above, then he is a “slave” not a 

      professional manager. 

But surely survival of business requires  standards of behavior. Even the Mafia and Al  Kheida have standards of behaviour. 

Problem, how to set and enforce corruption standards despite the pressures, politics, accountants, computers and global business? Suggestions for consideration, which combine environmental, social and ethical issues::

1. Reinforce anti-corruption organizations.

2. Adopt EASA - EXTERNAL ANNUAL SUSTAINABILITY AUDIT as a legal  requirement for every quoted company based on compliance with the UN Compact.
3. Establish EASA international standards for audit and reporting..

4. Get three major multi-national companies to adopt EASA now in 2009. This will srart the “peer group” motivation e.g.. “ You are not doing EASA – so what corruption are you trying to hide?”. 

5. Encourage Government and Business to control each other publicly, with no excuses for unethical action. Give press special freedom to investigate and publicize corruption..

6. Increase civil servant pay to reduce the motivation for corruption.

7. Make legal penalties for corruption without limit for both the giver (supply side ) and receiver (demand side)  of corruption and breach of the UN Compact,.
And then perhaps anti-corruption and ethics in business can at last begin to become a reality rather than illusion


All of these suggestions will be labeled “ impossible”  in 2009, but the impossible seems to happen quite frequently nowadays when it becomes (like environment) a local, narional and international  political priority.
In 2008 the Institute of Chartered Accountants in London has guideline web sites www.icaew.com/bettermarkets and www.icaew.com/ethics and www.icaew.com/corporate responsibility, which may be the first step towards EASA for every major company. 
The appendices to this little book may stimulate deeper study of business corruption realities, identify delusions and perhaps lead to new confidence  for corruption control  in business and politics in the future.  
On we go … together …

APPENDIX A – UN GLOBAL COM{PACT

1.  
Support and respect the protection of internationally  proclaimed human rights.

2. 
Not be complicit in human rights abuses.   
3. 
Uphold the freedom of association and the effective recognition of the right to collective bargaining. 

4. 
Eliminate all forms of forced and compulsory labor; 

5. 
Effective abolition of child labor. 

6.   
Eliminate discrimination in respect of employment and occupation. 

7.   
Support a precautionary approach to environmental challenges. 

 8.   
Undertake initiatives to promote greater environmental responsibility. 

 9   
Encourage the development and diffusion of  environmentally friendly technologies.  

  

10.  
Work against corruption in all its forms, including  extortion and bribery by both the company, and  its  customers and suppliers. 

 NOTE : 

 Purely voluntary. Reported each year.  Listed as compliant company.  Does not cover the possible unethical behaviour of  suppliers, customers, unions etc. Absolutely no external professional annual audit to validate what companies report.  

 NEED TO REPORT AND PUBLICIZE CORRUPTION WITH AESA.AND NOT TO HIDE IT FOR SHAME!!  

 Perhaps a good public relations exercise.  A convenient illusion of business practice and rather than the reality of ethical or unethical behaviour. ? Hopefully not !! 

APPENDIX B -  ORGANIZATION  TEST
The company organizational climate often justifies un-ethical behaviour in the effort to survive, in a competitive business environment.  Organizations are cultures.  Take a good close look at your organizational culture and  WRITE DOWN your findings …which may surprise you … as you work with a partner and try to agree ,,, :

1. Read the UN Compact (Appendix). Score each of the 10 principles as actually practiced in your company (1-10 for each) and get a total company score out of 100.? Explain why it is not 100?

2. List the “norms” of “acceptable” corruption (bribes, extortion, embezzlement, fraud, extortion. favoritism, nepotism, illegal political contributions, abuse of human rights  etc.).in the company?
3.  List the “norms” of the company stakeholders (clients, suppliers, donors, members, executive board and  government).

4.  Is the company responsible for the behavior of  major stakeholders? 
5. How secure is employment with the organization?  What is your level of personal security from crime in the company?

6.
Are staff rewarded for succeeding at any cost or are they urged to care about the 
           minor corruption and the corporation’s reputation? 

7.
What pressures do you face to commit corruption? 

8.
What systemic problems exist that could encourage good people to make majorr 

            corruption  decisions?  Any slaves around?
9.    How would you assess your organizational culture on corruption from the perspective 

          of:

    a. Attitudes

    b. Perceptions,

    c. Values

    d. Standards of conduct

    e. Pressures to commit misconduct

     f. Communications

    g. Risks

    h. Vulnerabilities.
10. What are the organizational corruption values internalized by senior managers,  workers at all levels and key stakeholders (clients, suppliers, donors, members, executive board and  government)?
11.  Overall company corruption score today our of 10? Ideas for the future?
APPENDIX C –  PERSONAL TEST
Now, evaluate yourself under pressure to survive in impossible environments. Compute your PERSONAL ethic score (20-100), by scoring question from 1 (OK) to 5 (corrupt) as follows:

  1. 
Fruit sold in a shop was mixed – some fresh today and some two days old.

  2. 
Incompetent manager retained for ten years because he was a friend of the CEO and  black.

  3. 
Sell possibly worthless shares to an old retired man for $100,000  taking most of his 
    
savings.

  4. 
Profits concealed in a tax shelter overseas to evade income tax.

  5. 
Global company manipulates transfer prices to enable profits to be  made in low    

   
 taxation environments.

  6. 
Expensive raincoat taken from a departmental store by mistake.  Not returned.

  7. 
Refusal to give to Jewish or Arab charities.

  8. 
Excessive insurance claim for mental damage in a traffic accident.

  9. 
Wife with lover, killed by the husband with gun.

10. 
Teenage burglar killed in the dark with gun.

11. 
Lost wallet found with $2.  Retained.

12. 
Lost wallet found with $25,000.  Retained.

13. 
Sell a jewel worth  $10 for $500.

14. 
Win LOTO $5 millions and create a trust to avoid  paying income tax on it.

15. 
Speeding at 150km hour denied to police.

16. 
Lie to wife about a mistress over three years.

17. 
Hungry and steal bread from a child.

18. 
Change nationality from UK to USA to qualify for job in the UN.

19. 
Pay bribe to purchasing agent to make a sale to your company
.  

20. 
Incompetent good friend needs work, employ her in your company. 
(Answers following)

ANSWERS:
COMPUTE  your total score from 20 – 100.

EVALUATE YOUR SCORE:

0 - 40   Blame your parents

41- 60  Average in business

61- 80  Better standard for the future with AESA 

81 +     Reward your parents
Reactions?

E.  BRIEF Glossary

Auditing standards



 Professional standards for testing accounting records before giving 



opinion as to their fairness. Related to company law but normally more 



stringent. Failure to comply with auditing standards leaves the auditor 




liable to be sued for damages. Differ widely in different countries.


 
Sometimes unethical. IAS is best standard but not perfect.  

Auditors



Appointed to give an opinion on the annual financial statements of a


 
company. Usually professionally qualified public accountants. 





Appointment depends upon the law and company regulations. Should be 



independent, qualified and adequately paid for effective work to 



acceptable auditing standards. Anglo‑Saxon public accounting firms 




have high professional standards. Strongly influenced by the norms of 



the local business community.   In bankruptcy we first sue the auditors. 




Ethical lapses...  

Bribery


Corruption. Political corruption is direct or indirect illegal compensation 
to any 
employee of a government body, for direct advantage or 
restraint of action.  
Bribery used to retain business, receive patronage, or obtain en “outsourced” to a 
trusted agent to do the dirty work.

Business ethics


Responsible business conduct. Commitment to core values and 
principles, for 
business decisions and conduct.  Requires legality, and conformity to core 
values set by owners and managers: including 
honesty, integrity, respect, 
fairness; 
profitability, customer satisfaction, product quality, health, safety, and 
efficiency.  Issues range from enterprise honesty with employees and customers, to 
broader social and philosophical questions, such as responsibility for  welfare of 
community and environment.

Channel Stuffing


Inducing customers or suppliers to increase purchases or sales to 
present a more 
favorable performance or financial picture.

Chartered accountant (UK)



Professionally qualified accountant and auditor recognized by law. CPA 




(USA is similar. Formerly called “the professionally hones man of 




business”. Usually very high ethical standards… but there are exceptions 



… if in doubt …sue the auditor! He can keep the score in such a complex way that 





only another accountant can figure it out.
Code of ethics


Blueprint for developing a culture of organizational values. Clearly 
written 
guidelines that managers, employees, and agents of an organization must 
follow.  Reference tool for employees and managers, on how to implement
and 
practice business ethics.  Has business standards (such as customer 
satisfaction, high quality of products, safety, and employee rights) and values     

           (such as mutual trust, respect, and honesty). How to check it out? Need external 
            audit. to validate accrual practice.
Conflict of interest 

Occurs when the individual private interests of employee appears to interfere, with enterprise issues. Arises in an action that interferes with duties.  Exists when administrators handle or make decisions in a matter in which they have a personal interest or whose outcome can result in gain for or damage to themselves or someone close to them. Conflict of interest can also arise if their handling of an assignment can call into question their impartiality in the matter.

Core values 


Values shared by stakeholders: managers, trade union, workers, 
shareholders, 
community, government, customers and suppliers. that make the business special 
organizational culture.

Corporate governance


System to establish: structure relations among managers, directors, 


and shareholders and between the enterprise and civil society. necessary with 
limited liability of shareholders, separating ownership from operations. Ethical 
obligation to be fair, transparent, accountable, 
and responsible to shareholders 
and  society.

Corruption 

Action that intentionally violates reasonable expectations of 
stakeholders personal profit or gain,  by a responsible stakeholder. Public sector corruption  when a politician or bureaucrat accepts cash to steer a government contract to a particular enterprise.  Corruption also exists when an owner or manager chooses to fail  to meet stakeholder
expectations for personal gain. Damage to the reputation 
of the enterprise and the social capital of its community may be severe. 
In some cultures such activities are called “practical business”.
Creative accounting


See manipulation (but don’r use the word with accountants!) 
CSR

          Corporate social responsibility. See UN Compact.

Declaration of integrity

Public agreement  among business enterprises in an industry or a locality to abide by agreed norms, values, and standards to improve 
the business climate of the industry or community. Not an integrity  
pact; government is not necessarily involved; broader application than with government procurement. Such a declaration, does not preclude bidding. Valuable for community driven development project. How to audit and enforce it?

Discipline

Theory and practice that requires both reflection and action to be put into 
practice. The discipline of responsible business requires an understanding that an enterprise is a system and part of yet wider systems, with embedded traditions, laws, regulations, industry best practices, and global standards to be acquired..

Embezzlement

Occurs when an individual retains property with which they have been entrusted which he must return or account for. The act results in the victim of the crime suffering financial damage and the embezzler or some other party enjoying a corresponding gain.

Emotional investment



Biased prejudice in favor of one particular solution, project or approach to



business problems. Makes more information and rational argument 



irrelevant. Seek alternatives early to avoid it! Highly emotional. Not 




objective. Do a PFD (provision for disaster) to avoid it. Leads to loss of 



ethics. 90% of business decisions have an emotional content!!!
Employee survey

 
Mechanism to secure feedback from employees and to evaluate the 
effectiveness and impact  of the enterprise’s ethics program.  Questions on: 
organizational culture, ethics in practice, measurable 
expected outcomes,  
observed misconduct, willingness to report misconduct, awareness, employee 
satisfaction and commitment. Survey data used to determine standards achieve 
stakeholder 
expectations. Loss of confidence may cost US and World economy, 
$40 millions.

Ethics

  Three guidelines for ethical behaviour:

a. Conscience of the person faced with a moral choice, with the penalty of feeling  guilt, shame and remorse if we do the wrong thing

b. Judgment of the community and wider society, with the penalty of public opprobrium, disgrace and loss of status or 'face'.

c. Judicial judgment with fines and prison sentences, which comes into play
              if the first two are failing to curtail wrong behaviour.
 The six major character strengths are: 

1.
Wisdom and knowledge

2. 
Courage -  persistence, integrity (authenticity, honesty), and bravery. 

3. Humanity – kindness and social intelligence.

4. Justice – citizenship, social responsibility, loyalty and teamwork, fairness and leadership.

5. Temperance - forgiveness and mercy, humility and modesty, prudence 


      and self control.

6. Transcendence - gratitude, hope (optimism, future-mindedness), 
      

           gratitude and humour. Note: from tradition, the cardinal vices include : 
           Jealousy, Greed, Arrogance, Anger, Laziness, Lust.


Ethics committee


Created with responsibility for the compliance program.  Develops the 
code of 
ethics of an enterprise.  Ensures ethical regulatory, and policy standards  
established, and communicated to all. Monitors ethics office, 
ethics officer, 
help line and board of directors. Provides guidance on compliance and 
investigates misconduct. .

Ethics officer

Day-today operations of the business ethics program. Provides advice on ethical behavior and on how to report ethics concerns, investigates
and monitors investigations of possible misconduct. Ensures that all staff meet ethical, legal, and 
civil society expectations on a day-to-day basis.  Right to report directly to both the CEO,  board  and audit  committee.

Ethics Resource Center
United States’ oldest private, nonprofit organization devoted to independent research and the advancement of high ethical standards and practices in corporate, public and nonprofit institutions. It collects and analyzes data, supports the public discussion of ethics and ethical behavior, contributes to policy dialogue between business and government and promotes new thinking on effective practices in the workplace. The ERC’s primary activities are research and benchmarking (it is the leading source of surveys and benchmarks on workplace ethics), dissemination of knowledge and its respected ERC Fellows program for chief ethics and compliance officers. For more information, visit www.ethics.org
External stakeholders

Customers and consumers, suppliers and service providers, civil society organizations, nongovernmental organizations, government agencies, local community representatives, the media, and the environment. Share the objective of business success. Provide feedback on values and political, economic, and social considerations that an enterprise should integrate into its ethical identity.

 Extortion 

          Illegal compulsion is used to persuade an individual to act or not to act to cause financial damage, to the individual or someone he or she represents, while producing  corresponding gains for the extortionist.

Favouritism 

Abuse of power that is used to increase political or economic influence, with partiality in the distribution of public resources.

 FSG Social Impact Advisors 
FSG Social Impact Advisors is an international nonprofit consulting and research organization dedicated to accelerating social progress by advancing the practice of corporate social responsibility and philanthropy. Founded in 1999, FSG achieves its mission in three ways:
• Advice – Advising leading corporations, foundations and nonprofits on how to increase social impact through strategy development and evaluation
• Ideas – Researching and publishing  ideas and approaches for strategic CSR 
• Action – Identifying long-term initiatives that address critical challenges and opportunities in the field
Feedback mechanism

 
Tool for timely information on implementation and effectiveness


of its ethics program. May be a survey,  focus group, a one-on-one 
interview, or a 
help-line.

Financial analysis



Technique for evaluating the health of accompany using forecasts of 




cash, funds, income statements, balance sheets and the LAPP system of 



financial analysis. Often unethical reporting. 

Financial disaster



Need for financial planning to forecast possible disasters including: death 



or illness of manager market decline, product obsolescence, 



Technological  obsolescence, economic decline, labor disputes, 




accounting control failures, etc. Provide for possible failure by planning to 



avoid excessive risk. Always do a PFD (Provision for Disaster) 



brain‑storming to identify EI and invalid  assumptions, before 





implementing key financial management decisions. Ethics difficult in 



disaster.

Financial health



Evaluation of the health of a company‑   in financial terms including: 



Liquidity & gearing, activity, profitability and potential. Company should 



be both profitable and financially healthy. Excessive risk is not consistent 



with health. Ethics important for valid reporting. 

Financial instruments



Various techniques for "hedging"(providing for) risk of loss on FOREX 



And interest on long term debt, including: options, futures, forward 



transactions,  derivatives etc. May sometimes involve high risk and loss 



of ethics..

Forecasted financial statements



Forecast of income statements and balance sheets using: estimated 



sales, ratios and estimates of dividends and capital expenditure. Several 



years ahead may be  forecast relatively easily with simple assumptions. 



Alternative forecasts are necessary even though assumptions may be 



doubtful.  Ethics become doubtful.

Forecasting of cash



Estimates of future cash receipts and payments to determine the peak 



and duration of cash requirements. Often done weekly or monthly in 



detail for 12 months ahead to ensure cash available when required. 



Depends upon underlying assumptions which must be justified. May be 



necessary to prepare high, middle, low level estimates. Cash planning is 



vital for financial management. Ethics may be forgotten under pressure.

Fraud

Crime that is committed by anyone spreading misleading information publicly in order to influence the price of goods, securities or other property.

Good corporate governance - GCG

 
Process of leadership to set standards and systems for managers and workers, to 
meet stakeholder expectations.  Sound set of core beliefs, 
standards and 
procedures, 
and expectations. Need to understand the relevant environmental 
culture, organizational culture, strengths and 
weaknesses.  Needs a transparent 
relationship between the government and the private sector.

Good public governance

Leadership of a country makes and implements decisions concerning the market. Eight characteristics: consensus building, participation of all interest, accountability, transparency, responsiveness, effectiveness and efficiency, equality and inclusiveness, and the rule of law. Good public relations.

Help-line


Hot-line to the ethics office or ombudsman.  Used to report violations or get advice. 
No call to a help-line is refused, except for grievance 
matters under a labor–
management bargaining agreement.

Illegal Political Contributions

Making contributions to political parties where the  contributions are not made openly and where legislation prohibits  support of this type.

Industry standards


Standards that enterprises in a specific industry develop and agree on with 
custom of the industry. They go beyond laws and regulations to
promote free, 
fair, and honest competition in the industry.

Integrity pact

 
Agreement among a group of businesses that obligates them to participate in a 
government tender or procurement process in a legal and transparent manner. 
Parties pledge not to offer, pay, accept, or seek bribes of any kind during the 
tender. Key component is 
transparency. Sanctions.  Allows companies to refrain  
           from bribing in the knowledge that their competitors are bound by the same rules 
Internal stakeholders


Shareholders, board, managers, and employees.

International accounting standards - IAS



Accounting principles specially defined which have international 




acceptance as evidence of good accounting practice. Similar to GAAP. 



Always insist that the net profit according to national law and practice, be 



reconciled with I.A.S. which is more reliable measure of profitability. 



Opportunities for unethical manipulation always exist.

Manipulation

An “obscene” term for “Creative Accounting”.  Which are unethical techniques by helpful accountants for adjusting the reported profit of a company to achieve objectives of various parties.  Methods include: deferring expense, capitalised expense, change in depreciation rates, losses charged to reserve or accumulated profit, timing special profits or losses, acquisition of profit‑making or loss subsidiaries, consolidation adjustments, accruals or contingent liabilities etc. Must be in accordance with accounting principles acceptable to the auditor; conservative manipulation is often regarded as  reasonable practice. Often hinted at vaguelyin financial reports. Helpful …. But not ethical.

Money laundering

 
Concealed  existence of  illegal source, or illegal application of income, 
and 
disguises that income as legitimate.

Nepotism

A form of favoritism which  results in the improper favouring of relatives and friends, without due reference to qualifications, particularly in appointments to public posts. Nepotism is sometimes referred to as “friendship corruption.”

Notes to financial statements



The balance sheet and income statement frequently don't provide 



enough information on the underlying accounting concepts that were 



used. Full disclosure is made of relevant information in "notes to financial 



statements"  including: depreciation, changes in reserves, goodwill, 



exceptional profits and losses, consolidation adjustments, capital 




expenditure  commitments, contingent liabilities, etc. The notes are part 




of the financial statements. Many opportunities for  unethical creative 



accounting concealed in these notes.

Off-balance sheet financing



Techniques for selling off the assets for immediate cash, and leasing 



them back for annual rental. Contingent liability may be "material" 



(significant). Improves E:D ratio but increases the risk of failure. .  Many 



opportunities to conceal losses with unethical overseas legal; entities. 



Can be highly unethical.

Ombudsman


Completely independent office to provide a safe place where 


employees and agents can seek advice and report concerns. Not part 


of day-to-day staff or operations. Neutral. Not an advocate. Authorized 


only to refer  misconduct for investigation with  consent of the reporting source.

One-on-one interviews


 Used to secure feedback for management and to allow  intensive questioning of 
individuals, for improvement of the ethics program. Forum for staff to identify and 
address issues that employee surveys may not bring up..

Organizational culture

 
Shaped by origin and history, as well as by the values, norms, and attitudes of its 
leaders and stakeholders.  Reflects  decision-making and communication, 
production,  policies, servicing customers. Predictor of business ethics success or 
failure.

Parade of horribles


News headlines and stories about enterprise failures and senior executives who 
went to prison for breaking the law. Motivation for  stakeholders towards 
responsible business conduct. The press is over-joyed!

Peanuts & coconuts

    
Small amounts of cash are peanuts. Don’t get emotionally invested in peanuts.    

            Coconuts are material significant amounts of resources. In ethics management, 

            And audit, concentrate on the coconuts and leave the peanuts to the monkeys.

Purpose statement

Reason for an enterprise’s existence beyond profit. Not  a  vision of desired future. Designed to be inspirational to employees and agents. It is pursued but never fully captured. Describes what the enterprise does, or intends to do, and ask, “Why is that important?”.

Relevant context and culture

 
Environment of the enterprise. May cause threats, opportunities, demands, 
constraints, and uncertainties to stakeholders, which they must recognize and 
address.

Responsible business conduct


Reflects an understanding of context, culture, organization, and expectations of 
stakeholders. Practical. Rooted in the community of common interest.

Responsible business enterprise

A learning organization adept at understanding its relevant context, its organization, culture, and its core beliefs. Thus owners, managers, employees, and agents can build an enterprise that with standards, procedures, and expectations; structures, systems; communication and feedback; … that fosters the stakeholder expectations. Thus improve business performance, make

 profit, and to contribute to the economic progress of its community.

Responsible officer

 
High-level person, responsible for managing the business ethics 
program. 
Owner, director, or senior manager. 

Reward system

 
Motivate employees who uphold core values and fulfill ethical goals in their 
day-to-day activities. Rewards may be promotions, pay raises,


bonuses, and public recognition. Rewards may also be informal, with private 
praise or a special meeting with the CEO. A reward system reinforces commitment 
to ethics and encourages employees and managers to conduct themselves 
according to the guidelines of the enterprise’s code of ethics.

Risk management

 
Helps the owners and managers to plan, organize, and control the day-to-day 
operations and minimize risks to capital and earnings. Includes forex, 
accidental, financial mismanagement, fraud and embezzlement, corruption, loss 
of          

           reputation, HIV/AIDS, employee health and safety, and their operational risks.

Social capital

The mutual trust and shared values among stakeholders. Which motivates  work together on a cooperative basis. Accrues through performance  and trade groups, business associations, service clubs, charities, and nongovernmental organizations.

State capture

 
Effort by an enterprise to shape the laws, policies, and regulations of the state to its 
own advantage by providing illicit, illegitimate transparent private gains to public 
officials.

Stretching suppliers



Technique for obtaining extra finance from suppliers. Methods include: 



paying little and often, promising big orders, quoting competitive better 



terms, taking discounts, complicating the accounts so that expediting 




becomes difficult.  Not ethical, but works so well.

SVA - Share Value Added



Complex concept, Simplified, SVA is a key financial objective. SVA is 



produced when the sustainable cash flows and dividends lead to 



increased short term and long term share value, as related to the share 



index by the Beta coefficient. Directly related to EVA. Opportunities for 



unethical reporting with  options to management.

Tax law



Regulations for computing the tax due by a business.  Not necessarily 



good  accounting principles but often followed in many countries. Sets 



the rules for computing profit in terms of taxable income and allowable 



deductions.  Companies comply with tax regulations to minimize the tax 



liabilities.  Not the same as generally accepted accounting principles. 



Some companies adopt tax regulations in the books and thus produce 



distorted financial statements. Not necessary to follow tax rules into the 



company records !  Keep separate  records for tax purposes.  Many 



opportunities to avoid tax with unethical  overseas legal; entities. May 



motivate highly unethical behaviour.

Triple bottom line

 
Reporting that requires enterprises to evaluate their social and environmental 


performance to the same degree they evaluate and report economic performance.

UN Compact


CSR related to ten principles of ethical behavior: 

1.  Support and respect the protection of internationally  proclaimed human rights.

2. 
Not be complicit in human rights abuses.   
3. 
Uphold the freedom of association and the effective recognition of the right to collective bargaining. 

4. 
Eliminate all forms of forced and compulsory labor; 

5. 
Effective abolition of child labor. 

6.   
Eliminate discrimination in respect of employment and occupation. 

7.   
Support a precautionary approach to environmental challenges. 

 
8.   
Undertake initiatives to promote greater environmental responsibility. 

 9.   
Encourage the development and diffusion of  environmentally friendly    

           technologies.  

10.  
Work against corruption in all its forms, including  extortion and bribery by both the company, and  its  customers and suppliers.
Values statement


Sets out a clear core values that make an enterprise special in the 
market. 


Explained as relevant to context and culture of the enterprise. Establishing
core 


values requires consideration of the expectations of 
both internal and external 


stakeholders.

Vision statement


 Expresses a view of success for the enterprise. Incorporates the short- 
and 


long-term objectives. Provides an opportunity to publicly declare its role in the 


market and in civil society and to set a standard that it can be expected to meet.
… add new vocabulary …

APPENDIX E -  HEALTH CARE CORRUPTION – A GOVERNMENT VIEW
TWELVE GENERAL RULES OF CREATIVITY AND CHANGEIN DEALING WITH GOVERNMENT DEPARTMENTSIN HEALTH CARE AND SIMILAR ISSUES

1. 
Your company will have an image with Government – honest or trader or thinker or crook or expensive or sincere. Which is it ?
 

2. 
 People change a lot in Government and move up and down. You probably need to start afresh with each project

3. 
Science needs to be made simple for politicians. They understand big 
 pictures better than detail.

4.  
The bottom line (money) is always an issue in both public and private sectors.
 

5. 
One man’s savings is another mans cost. Early detection may simply bring forward health treatment costs !

6. 
Be careful with promises about long term savings.  Whenever possible do a reverse [client] economic impact assessment.

7. 
Remember the politicians common test:  "How will it look in the papers?"
 

8. 
Don’t expect favours from government.  It  is “not ethical”.  Choose your lobbyist with great care.


9. 
The public sector and politicians are very wary about Pharmaceutical  
Industry. Pitch hospitality carefully…. it can rebound.
 

10  
Never forget the power of civil servants … who in technical areas usually call the shots … and who can “forget” so easily … 
 

11. 
In the links between Aids/HIV/TB … a simple elegant presentation will run further than complex tables.

12. Money is a great motivator !  (In the final stages of the program which  eliminated smallpox from the world, the funding offered and paid $1000,to anyone …who could be the first … to report any new valid case of smallpox infection!). 
Cases on health care corruption to surprise you…

Case: Columbia. Most common health care corruptions: kickbacks in procuremen6, theft, illegal patient charging, diversion to private practice, reduced service quality, absenteeism.

Case: US,. Most whistle-blowers were an employee or ex-employee of the offending company and got a share of  the penalty imposed.

Case: World Bank Reports. Widespread Health Ministry procurement corruption with often sale of HM posts for $100,000..

Case:  Honduras.  2 % of Health workers on the payroll were ghosts.

Case: Tanzania: 41% leakage of donated funding.

Case: Nigeria. 41% of health workers unpaid for six months.

Case: Ghana: Absenteeism of health workers 23 – 40 %.

Case: Eastern Europe: Free health care with favouritism for party members.

Case: Romania. 51% of all government officials perceived as corrupt.

Case: Mexico. NGO Provida opposes government HIV/AIDS condom prevention and abortion for raped women, disputes return of government funding and supports fired government officials fired for corruption.

Case: UK. Suing drug companies for $305 million for drug price cartels to NHS. Corruption and fraud recovery of over $1.2 billion since 1999.

Case: Azerbaijan. 50% of “free” health care costs by “informal” payments.

Case: Poland:”Informal” payments to double physicians’ low salaries.

Case:  Hungary.”informal” payments to doctors published on web site; banned  as a violation of doctor privacy and exposure to tax evasion.

Case:  Bulgarian advice to patients: “Never refuse to pay the doctor because he will never forget you, because why should an underpaid doctor do everything he can to keep you alive and well?”.

Case: WHO estimates that on third of the world lacks essential medication, and poverty promotes illness..

Case: US major international pharmaceutical company pays $500,000 for corruption using pseudo NGO’s for bribe payments,

APPENDIX F - Another Viewpoint

1. There is definitely such a thing as right and wrong behavior.  To maintain differently is to court anarchy and disaster.


2. Three guidelines for ethical behavior:

d. 
Conscience of the person faced with a moral choice, with the penalty of feeling  guilt, shame and remorse if we do the wrong thing

e. 
Judgment of the community and wider society, with the penalty of public opprobrium, disgrace and loss of status or 'face'.

f. 
Judicial judgment with fines and prison sentences, which comes into play if the first two are failing to curtail wrong behavior.


3. 
The individual can go wrong because of misjudgment in complex cases where more than one criterion of what is right is operative. Different criteria operate in different cultures. A person may not understand what he is getting into. Moral development of the person has been deficient due to bad parenting and neglect, poor school education, lack of positive role models, general moral culture eroded. I if this happen the public censure function weakens, requiring laws to prevent the slide into anarchy.


4.    Moral code in the west was formed by the principles of good behavior formulated in the Christian ethic.  Greeks and Romans established the concept of virtue(s), i.e. good habits of living, not inherited, but established through education and personal exercise. They saw the natural state of man as tending to evil (see Homer's epics).

5.    This notion became a distinctive feature of Christian thought about ethical behavior.  The tendency to evil in each of us had to be faced and vanquished over and over again.  The second major source of our moral sensitivity was the principles of love and forgiveness, as formulated by Christ.

6.   Moral behavior was classified into lists of virtues. The first major virtue in antiquity was being righteous, just, in one's dealings with others - letting each have his/her due.  The first virtue in the Christian tradition is love - love that gives to others without getting something back, with the interesting distinction that in dealings in the market place of life we expect quid pro quo.  However, in personal relationships characterized by love (e.g. between parents and their children) we give and receive without keeping account.  We do not put limits on what we expect from and give to our loved ones. Coupled with righteousness love yields forgiveness.


7.    Righteousness, the prime virtue, was seen as being the result of three other cardinal virtues: being sensible or wise; courage; and being temperate, moderate.

8.  The six major character strengths are: 

1.
Wisdom and knowledge

2. 
Courage - persistence, integrity (authenticity, honesty), and bravery. 

3
Humanity – kindness and social intelligence.

4
Justice – citizenship, social responsibility, loyalty and teamwork, fairness and leadership.

5.    Temperance - forgiveness and mercy, humility and modesty, prudence and self control.


6.    Transcendence - gratitude, hope (optimism, future-mindedness),   
    

                 Gratitude and humor. 



9. From tradition, the cardinal vices include 

1. Jealousy

2. Greed

3. Arrogance

4. Anger

5. Laziness

6. Lust.


10.    Another way of approaching the ethics topic is by way of values and norms. Values means desirable behavior,  interpreted as applied to concrete cases Christian values formulated as love for God and your neighbor (as for yourself).  The Ten Commandments present these principles into more specific circumstances.

11.   A profession's code of ethics states principles. Of ethical or unethical behavior.  New, contested cases and problems arise all the time. Causes of unethical' behavior includes: insufficient training in the ethical code. 

12.    There have been many attempts to get management recognized as a distinct profession, which is unlikely to happen without as there is no binding code of ethics for the job.  Business has no internal ethical controls, only the external legal system.  

13.    Ethical behavior in business is seen by the large public, if not
by the practitioners themselves, as avoiding "being caught out by the law".  Not motivated by positive principles but only a cynical game of skirting illegality.

14.   What behavior change to hope to generate? Is unethical behavior is so prevalent that the individual is virtually powerless to do something positive about it.


15. 
The course of action for readers is to choose and maintain   for themselves in an ethical way of behaving in business.  Be prepared for unethical behavior, recognized in good time to respond positively to it.  The easy way out is to ignore it, to look the other way, but that is a cop-out. Be a “slave”, not a professional manager!

16. "The Anatomy of Greed' (the Enron story) may be a useful learning experience. Night.  Not only did the perpetrators of that fiasco cunningly mislead capable people both inside and outside the company.  By cynically playing at being' charismatic', they seduced their own employees, made them unwitting co-conspirators and quieted their misgivings until it was too late for action.

17. Constant vigilance is required.  If something fishy is detected the person has the choice of withdrawing from the perceived inequity (the more passive response) or of becoming a whistle blower.  The latter, active response calls for courage to face probable vicious attempts to discredit or even eliminate the whistle blower.


18. From the point of the responsible individual looking for an appropriate response to questionable behavior, there is another possibility: early preventive action - by very carefully vetting prospective employers. Especially where business performance is almost too good to be true extreme vigilance is required.  

19.   Inquiring from stakeholders about how the employer is perceived is in order.  For example, an employer who deliberately screws suppliers is unlikely to be too scrupulous in other respects.  The public standing of directors is another avenue, as are their records of their personal share transactions.   Inspection of the employers' declared values and the way they are operationalised is important

20.    Private sector crime is not only, and perhaps not even mostly, a top executive misdemeanor. You could present factual information on shoplifting "shrinkages", losses due to fraud committed by relatively junior level personnel, etc. 

21.   The point is that as we move towards a more relativistic view of what is right and wrong, children are increasingly growing up in an ethically 'permissive' or neutral atmosphere, where eventually e.g. owning property is seen as evidence of crime committed against society at some stage in some unspecified manner.

22.   Coupled to this is evidence about increasing laxity in the field of public morals, where politicians argue that as long as they have not been convicted of a crime they've behaved ethically.  Should one sound some warning about this in your course or maintain a discreet silence?  What I am saying is that the malaise is general, not restricted to business.


I hope this alternative view is helpful in planning your personal ethics strategy for the future….

APPENDIX  G – GENTLE UN-ETHICAL REALITY
Experienced guidance for developing  a “helpful” relationship:

1. Never let “him” feel that you are bribing him; you are just recognising the effort that he  makes over and above his normal duties to help you.
2. Explain how you want to show your gratitude by a "token" gesture; it could be flowers, tickets, books, a special meal etc.
3. Explain that  because you are so stressed and have to be off  soon, you give them a small cash gift in the envelope ($10,000!!!) to buy the flowers for his wife: and you apologize that you are inconveniencing him because he has to buy them himself.

4. You apologize before you start detailed discussion saying that you, are well aware that what you require,  is going to involve his effort, time, initiative or whatever… that is way above what he can be reasonably expected to do.
5. Explain that  since yours is a special situation which is not covered by the normal rules, it does fall completely within the his powers and initiatives as a senior manager..

6. Appreciate that rules cannot cover all the special situations because  that would make them too unwieldy, and this is a very special case..
7. You are fully aware that if you spoke about it to anyone else, everybody would bother him to help them, and that is not fair on him at all.
8. Explain that that there may even be a future problem,  for which you may need to ask for his help. Get the future potential into the mind.
9. Never become too familiar. Treat him as “the expert who knows it”  all, whilst you are a bit lost and naïve about what to do in this situation..
10.  Only by exception refer to any previous help but discreetly, ask whether he enjoyed the previous “flowers”, ticket, meal or whatever.
11. Mention that this challenge is more complicated than the previous time, and you obviously will have to recognize that for him in some way, with your token of appreciation.
12.  Perhaps mention that as an international you are not bound by local accounting standards of reporting..
 And thus you have a future respectful relationship of  mutual benefit  ….. (but don’t do it !!!) … see below … 
A few more practical guidelines 1- 20 from around the world in 2009, which may perhaps be helpful:
1.     Asia - Be sure to dress up every bribe “properly”, as some kind of exchange.

2.   Europe - Never pay cash in public.
3.   Ukraine -  Reward  the Customs for  what they lost, which would have allowed you     
            to leave the country now.  Be sure to give another token of your appreciation for 
            speedy clearance your luggage, which could  take hours.
4.   Africa – Always u se a friendly local “consultant” and have no problems.
5.   Nigeria – Provide:  “A little something for the weekend”.
6.  Mozambique – Buy: “A  little  Gazoso”.
7.  Mexico – Provide “A  Refresco”.
8.  Middle East – Give just a little  “Baksheesh”.
9.  China – Fold your appreciation into your passport
10.  Georgia – Always respond gently to “two fingers rubbed together” in front of 
           you..
11.  Russia – Always negotiate for 60% of the initial offer.
12.  Nigeria – Journalist may get paid $200,000 to attend press conferences
13. Europe  - The Economist – Any “rewards” given must be consumable in one day 
             (e.g. one bottle of wine is OK, but not a case).
14.  USA - You are allowed to tip the head waiter $50 to get that unreserved “special 
            table”.
15.  Canada – only take checks when walking quickly in a crowded corridor
16.  Romania  – contribute to reduce the number of days officially allowed for you to 
           start that new business started.
17.  USA - Promote the GB “Healthy Marriage Program” – and get paid for it!
18.  Africa – don’t worry, because in 2009 many countries are losing interest in anti-
           corruption activity..
19. Burundi/Congo//Nigeria – don’t get involved with high level corruption investigators 
          who get assassinated.
20. Gabon – avoid giving millions of dollars to “family” .

. 
Note: Sometimes the  receivers are locally prosecuted, but … but don’t worry … the givers are normally excused  as  a  value of local custom … so remember … “peanuts” are OK … but “coconuts”  … may need more careful attention … . 
Final Case: Gabon from The Economist June 20th, 2009.  Omar Bongo Ondimba, president for 42 years, died aged 73.  Bongo explained to reporters: “Corruption is not an African word – I simply care for my extended family !”.  Published examples: oil company and other concessions paid for with suitcases of cash; $2.6 million of aid monies used to decorate a private palace; $130 million in Citibank unquestioned  personal accounts In New York;   70 personal bank accounts in France (9 frozen in 2009);  personal properties in western capital cities;  an old Valery Giscard d’Estaing complaint that Gabon was funding  Jacques Chirac; “democracy” allowed to develop in Gabon in 1993, but when it became too lively, French paratroops from the Libreville military base called out to support Bongo,  etc. etc.
APPENDIX  H – UPDATE CORRUPTION 2009 – 2010

Governments around the world are making life difficult for corrupt firms. America's  Foreign Corrupt Practices Act (FCPA), enacted in 1977, with little enforcement until recently. 
FCPA  seeks to punish firms that bribe government officials in many countries like  China, where many businesses are owned by the government and bribery is endemic. The two American agencies responsible for enforcing the FCPA, the Department of Justice (DOJ) and the Securities and Exchange Commission, stated: "We will be intensely focused on rooting out foreign bribery in your industry. That will mean investigation and, if warranted, prosecution of corporations and  senior executives.".

FCPA prosecutions of firms operating in China and other notoriously crooked places, may  create fear in many executives. The British government  also plans tough new anti-corruption legislation.

. 

Price-Waterhouse-Coopers the major consulting and accounting firm, has conducted a biennial survey of economic crime for the past ten years, with over 3,000 responses from 54 countries. 2009 results: 

a. A third of those responding reported that they had suffered at least one economic crime in the past year; particularly in developing countries, notably Russia;  in financial services and communications; in big companies and in state-owned enterprises.

b. The three most common forms of crime are theft, accounting fraud and corruption. Fraud rose to  43% of all corporate victims of crime; and 56% of those in financial services reported an increase. The rise in fraud stems from a mixture of increased opportunities and growing incentives. Employees are more tempted to break the rules because their living standards are eroding and their jobs are uncertain. 

c. Frauds committed by middle managers  show a  sharp rise, from 26% in 2007 to 42%. PWC argues that senior managers fail to play a more active role in preventing and combating the problem. 
d. Just 26% of executives reported economic crime in their organisations compared with 34% of  reporting from lower ranks.

e. Economic crime has dismal consequences for corporate morale and  financial performance. A quarter of all large firms reported frauds of more than a million dollars. 
f. Economic crimes are more common in companies where executive pay is directly related to performance.. About , 36% report frauds, compared with just 20% of firms that use no such incentives.  Executives may discover that the only way that they can hit their performance targets is to break the law.

g. Whistle blowing schemes are only 3% effective. In Switzerland any “ whistle blower” on a senior executive  fraud, will certainly be fired and unable to get another  in the country,  while the “guilty executive” will be gently warned to behave better.  

h. With the financial crisis staff cuts, the necessary investment  in  internal auditing and monitoring is very expensive.

Cases spur more zealous pursuit of corporate bribery in Europe. In UK prosecutors convicted  Mabey & Johnson, a bridge-building company, over bribery of foreign government officials. Possible new prosecutions include BAE Systems, a defence contractor, and foreign officials. 

The fines imposed on firms are also getting bigger.  American courts fined KBR, a construction firm, and Halliburton, its former parent, $579 millions bribes paid to obtain contracts in Nigeria. II Europe  Siemens, a German conglomerate, paid a USA $800m fine. The German authorities also fined Siemens a similar amount.

American prosecutors may be tougher than prosecutors in other countries, putting American firms at a competitive disadvantage and deterring foreign firms from listing their shares on American stock-markets. The overall the impression that it is getting harder to get away with corruption, bribery and accounting crime, may be false.  

Case: The Chinese subsidiary of a Californian company that makes medical equipment, admitted paying bribes to doctors and laboratory personnel. American prosecutors said this fell under the scope of the FCPA because health care in China is government-run.  

Case: Lucent paid a multi-million-dollar fine for "training" trips it had arranged for executives from state-owned telecommunications firms that involved visits to Las Vegas and Orlando, rather than factories.

Case: Control Components, a manufacturer of valves for power plants, and several of its employees paid bribes to some of China's biggest companies, including: PetroChina, China National Offshore Oil Corporation, Jiangsu Nuclear Power Corporation, Guo-hua Energy Investment Company, China Petroleum Materials and Equipment Company and Dongfang Electric Corporation.

Case: ITT Corp settled charges related to payments made by a subsidiary to various Chinese "design institutes", which are linked to the government, that do not purchase of foreign goods, but do set local product standards and thus can have a huge influence over foreign firms' sales in China. 

Case: AGA Medical Corporation of Minnesota paid bribes to doctors to push medical devices, and officials in China's Intellectual Property Office to get patent approvals. Even though the payments were made by a distributor, the courts still held the manufacturer responsible — a key precedent.

Case: America recently prosecuted one of its own public officials under the FCPA. However, although William Jefferson, a former congressman, was sentenced to 13 years for bribery, but was acquitted on the FCPA charge because the $90,000 in cash found in his freezer, allegedly intended to pay off a Nigerian politician, was never handed over.

Case: China: Chinese firms are making and exporting ever more suspect phones like with Apple's iconic iPhone.  An iPhone clone named a "HiPhone" appeared in China within six months of the release of the original iPhone in America. Security is tight. A man working for an Apple subcontractor, committed suicide after a prototype he was responsible for disappeared.

GENTLE UN-ETHICAL REALITY
Key question:  
Who is fundamentally responsible for “Corruption in Business and Government in 2009”, the receivers or the payers?  
When every multinational corporation and major organization accepts both annual financial audit and AESA, then perhaps corruption control and prevention can begin to become a reality, rather than an  illusion, in the practical world of business and government in 2009.
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