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The Apostle of Allah (peace be upon him) 

cursed the one who bribes as well as one who

takes bribe.

Sunan Abu-Dawud: Book 24, Number 3573



CULTURAL DETERMINISM’ OR INFORMATION AND INCENTIVES...

“ A ‘Live’ Test: You are approaching your car in the empty and unattended 
garage late at night

“ You see an envelope on the floor, and you pick it up

“ It contains 20 bills of €100 each

“ If no possibility that anyone would know: No cameras, no monitoring, no 
reporting

“ What would you do with such envelope full of cash?



If no possibility that anyone would know:
You are alone, there is no monitoring, cameras, 

or possibility of reporting

33% Report 50% Undecided

17% Keep



If 30% probability that information is shared
(e.g. 30% that camera recording info which 

may be reviewed) 

74% Report

22% Undecided

2% Keep



‚Corruption: The abuse of entrusted power for private gain.‛



"Bribery: An offer or receipt of any gift, loan, fee, reward or other 
advantage to or from any person as an inducement to do something 
which is dishonest, illegal or a breach of trust, in the conduct of the 
enterprise's business."



Euphemisms ...

‚Chai‛, ‚Something for the weekend‛, ‚A Smile‛, 
‚Baksheesh‛, ‚Cigarette Money‛,



Bribe comes from a 13th century word ” is to pass morcels of  

bread



‚Facilitation Payments‛ v Extortion



‛The solicitation of bribes is the act of asking or enticing another to 
commit bribery. It becomes extortion when this demand is 
accompanied by threats that endanger the personal integrity or the life 
of the private actors involved.", OECD Guidelines for Multinational 
Enterprises



RECENT CASES















4,000 payments worth at least $1.4 billion 

between 2001 and 2007



c. €1.6 billion in fines



1.6 million billable hours logged by lawyers (Debevoise & 
Plimpton) and the company’s forensic accountants 
(Deloitte) at a cost of over $850 million



1,750 interviews and 800 informational meetings 

concerning the company’s operations in 34 countries



Administration, with approval from DOJ and the SEC, of 
two employee amnesty programs, which led to 100 
employees coming forward with useful information



Over 100 million documents preserved and 80 million 
documents stored in an electronic database at a cost to 
Siemens of more than $100 million



More than $5.2 million in document translation costs



More than $150 million spent on the creation of an anti-
corruption kit for 162 distinct operating entities, including 
six weeks of auditors ‚on the ground‛ at each of the fifty-
six entities determined to be a ‚high risk.‛





‚The crucial factor is not being doomed‛
Podgor, 2008



Estimates show that the cost of corruption equals more than 5% of 
global GDP (US $2.6 trillion), with over US $1 trillion paid in bribes 
each year.



Corruption adds up to 10% to the total cost of doing business 

globally, and up to 25% to the cost of procurement contracts in 
developing countries.



Moving business from a country with a low level of corruption to a 
country with medium or high levels of corruption is found to be 
equivalent to a 20% tax on foreign business.



Increase in corruption from 9 on CPI to 3 same negative effect on 

inward FDI as raising the tax rate by eighteen to fifty percentage 
points. Wei, 2000



Capital inflows affected by 0.5 per cent, Lambsdorff (2008)



Improvement by one standard deviation (equal to 2.38 out of 10) 

leads to a 4 percentage point increase in FDI, Mauro (1997)



Technology 
Smarzynska and Wei (2000)



€4 billion
TI Ireland



35% 
Control Risks Group (2006)



45%
PriceWaterhouseCoopers (2008)



x2 deterrent to FDI than human rights, labour 

+ environmental violations
Control Risks Group, (2006)



Ability to trade
Habib and Zurawicki



Bribe Payers Index





CORRUPTION PERCEPTIONS INDEX 2008

1 Denmark 9.3
1 New Zealand 9.3
1 Sweden 9.3
4 Singapore 9.2
5 Finland 9.0
5 Switzerland 9.0
7 Iceland 8.9
7 Netherlands 8.9
9 Australia 8.7
9 Canada 8.7
11 Luxembourg 8.3
12 Austria 8.1
12 Hong Kong 8.1
14 Germany 7.9
14 Norway 7.9
16 Ireland 7.7
16 United Kingdom 7.7
18 Belgium 7.3
18 Japan 7.3
18 USA 7.3



CPI 2008 contd.

Burundi 1.9

Congo, Republic 1.9

Gambia 1.9

Guinea-Bissau 1.9

Sierra Leone 1.9

Venezuela 1.9

Cambodia 1.8

Kyrgyzstan 1.8

Turkmenistan 1.8

Uzbekistan 1.8

Zimbabwe 1.8

Congo, Democratic Republic 1.7

Equatorial Guinea 1.7

Chad 1.6

Guinea 1.6

Sudan 1.6

Afghanistan 1.5

Haiti 1.4

Iraq 1.3

Myanmar 1.3

Somalia 1.0



FCPA

Origins, 1977 ” Republican Committee to Re-elect the President ran 
slush funds to pay the Watergate burglars in Mexico and Miami. 
Senate hearings also found that 400 US companies were running 
similar funds to pay off officials to secure contracts overseas.  



Unlawful for a U.S. person, and certain foreign issuers of securities, to 
make a corrupt payment to a foreign official for the purpose of 
obtaining or retaining business for or with, or directing business to, 
any person. Since 1998, they also apply to foreign firms and persons 
who take any act in furtherance of such a corrupt payment while in 
the United States.



Any individual, firm, officer, director, employee, or agent of a firm and 
any stockholder acting on behalf of a firm. Individuals and firms may 
also be penalized if they order, authorize, or assist someone else to 
violate the anti-bribery provisions or if they conspire to violate those 
provisions.



The FCPA also requires companies whose securities are listed in the 
United States to meet its accounting provisions. See 15 U.S.C. § 78m. 
These accounting provisions, which were designed to operate in 
tandem with the anti-bribery provisions of the FCPA, require 
corporations covered by the provisions to make and keep books and 
records that accurately and fairly reflect the transactions of the 
corporation and to devise and maintain an adequate system of internal 
accounting controls. 



‚Facilitating Payments‛ and Affirmative Defence



Corporations and other business entities are subject to a fine of up to 
$2,000,000

Officers, directors, stockholders, employees, and agents are subject to 
a fine of up to $100,000 and imprisonment for up to five years. 

Alternative Fines Act - fines may be actually quite higher -- the actual 
fine may be up to twice the benefit that the defendant sought to 
obtain by making the corrupt payment. 

Fines imposed on individuals may not be paid by their employer or 
principal.



The Attorney General or the SEC, as appropriate, may bring a civil 
action for a fine of up to $10,000 against any firm as well as any 
officer, director, employee, or agent of a firm, or stockholder acting on 
behalf of the firm, who violates the anti-bribery provisions. 

In addition, in an SEC enforcement action, the court may impose an 
additional fine not to exceed the greater of (i) the gross amount of the 
pecuniary gain to the defendant as a result of the violation, or (ii) a 
specified dollar limitation. The specified dollar limitations are based on 
the egregiousness of the violation, ranging from $5,000 to $100,000 
for a natural person and $50,000 to $500,000 for any other person



OECD
1997



The Act of 1906 is hereby amended by the substitution of the following section for section 1:

‚1.„(1) An agent or any other person who„

(a) corruptly accepts or obtains, or

(b) corruptly agrees to accept or attempts to obtain, for himself or herself, or for any other person, any 
gift, consideration or advantage as an inducement to, or reward for, or otherwise on account of, the 
agent doing any act or making any omission in relation to his or her office or position or his or her 
principal's affairs or business shall be guilty of an offence.

(2) A person who„

(a) corruptly gives or agrees to give, or

(b) corruptly offers, any gift or consideration to an agent or any other person, whether for the benefit of 
that agent, person or another person, as an inducement to, or reward for, or otherwise on account 
of, the agent doing any act or making any omission in relation to his or her office or position or his or 
her principal's affairs or business shall be guilty of an offence.

(3) A person who knowingly gives to any agent, or an agent who knowingly uses with intent to deceive 
his or her principal, any receipt, account or other document in respect of which the principal is 
interested, and which contains any statement which is false or erroneous or defective in any material 
particular, and which to his or her knowledge is intended to mislead the principal shall be guilty of an 
offence.



7.„(1) Subject to subsection (2) of this section, where a person does 
outside the State an act that, if done in the State, would constitute an 
offence under section 1 (inserted by section 2 of this Act) of the Act of 
1906, he or she shall be guilty of an offence and he or she shall be 
liable on conviction to the penalty to which he or she would have 
been liable if he or she had done the act in the State.

(2) Subsection (1) shall apply only where the person concerned is a 
person referred to in subsection (5) (b) of the said section 1.



Prevention of Corruption Amendment Bill 2008

Definition of ‘Agent’ expanded as is nationality and extraterritoriality 
jurisdiction



A person guilty of an offence under subsection (3) or (7) shall be 
liable„

(a) on summary conviction, to a fine not exceeding €5,000 or 
imprisonment for a term not exceeding 12 months or both, or

(b) on conviction on indictment, to a fine not exceeding €250,000 or 
imprisonment for a term not exceeding 3 years or both.



“ Criminal Prosecutions

“ Civil  Prosecutions  (incl. RICO - Racketeer Influenced and Corrupt 
Organizations Act  suits)

“ Exposure to extortion and solicitation ” Small companies prone

“ Fines

“ Debarment ” World Bank, EU Procurement Directive 2004

“ Disqualification ” ODCE action for false accounting, company law breaches

“ Leaks, Activist naming and shaming ” Wikileaks, Corpwatch, Global Witness



Edelman Trust Barometer 2009





Cases



“ International Chamber of Commerce Rules of Conduct

“ Transparency International 

“ OECD Guidelines for Multinational Enterprises 

“ The UN Convention Against Corruption

“ The UN Global Compact 

“ FTSE4Good 

“ Anti-Corruption Research, Education and Training 

“ RESIST, BPCB, Integrity Pacts, PACI, ALACs



Industry Initiatives ” Collective Action





UN Global Compact 10th Principle ” the fight against corruption

“ Internal: As a first and basic step, introduce anti-corruption policies 
and programs within their organizations and their business operations;

“ External: Report on the work against corruption in the annual 
Communication on Progress; and share experiences and best practices 
through the submission of examples and case stories;

“ Collective: Join forces with industry peers and with other stakeholders



UN Global Compact 10th Principle

“ Strong statement of continued support for the Global Compact

“ Clear and detailed description of practical actions taken in 
implementing the Global Compact principles and/or in undertaking 
partnership projects in support of broader UN goals

“ Measurement of outcomes that allows for checking progress

“ Reporting process ensures reliability, clarity and timeliness of 
information and includes stakeholder dialogue.













Business Principles for Countering Bribery

Partnering against Corruption Initiative (PACI)

Integrity Pacts

Wolfsberg

RESIST

UN Global Compact

FTSE4Good



EITI Criteria

“ Implementation of EITI must be consistent with the criteria below:

“ Regular publication of all material oil, gas and mining payments by companies to governments 
(‚payments‛) and all material revenues received by governments from oil, gas and mining 
companies (‚revenues‛) to a wide audience in a publicly accessible, comprehensive and 
comprehensible manner.

“ Where such audits do not already exist, payments and revenues are the subject of a credible, 
independent audit, applying international auditing standards.

“ Payments and revenues are reconciled by a credible, independent administrator, applying 
international auditing standards and with publication of the administrator’s opinion regarding that 
reconciliation including discrepancies, should any be identified.

“ This approach is extended to all companies including state-owned enterprises.

“ Civil society is actively engaged as a participant in the design, monitoring and evaluation of this 
process and contributes towards public debate.

“ A public, financially sustainable work plan for all the above is developed by the host government, 
with assistance from the international financial institutions where required, including measurable 
targets, a timetable for implementation, and an assessment of potential capacity constraints.







TI
1995





Business Principles for Countering Bribery

“ The enterprise shall prohibit bribery in any form whether direct or 
indirect

“ The enterprise shall commit to implementation of a programme to 
counter bribery



“ Consultative Process over two years

“ European Bank for Reconstruction and Developent, Trade Union 
Advisory Committee of the OECD, International Chamber of 
Commerce, PriceWaterhouseCoopers, Shell International and General 
Electric. 

“ Field test and over 25 workshops

“ Finally released in December 2002



Contractors and Suppliers

Procurement Processes 

Joint ventures

Subsidiaries

Agents



“ Absolute prohibition on bribery ” a no tolerance policy on bribery, all 
forms of bribery, including ‚facilitation payments‛ whether paid or 
received

“ Focus on implementing a detailed Programme (full disclosure, no off 
the books accounting, due diligence, training, communications)

“ They cover business relationships, gifts, political donations, charitable 
donations, facilitation payments and specific forms of bribes

“ The guidelines need to be owned by everyone in the organisation and 
other stakeholders

“ Key staff responsible for implementation (usually CEO)

“ Adequately resourced



Practical Steps 





Transparency International Self Evaluation Tool






