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Why businesses must face up to corruption
By David Nussbaum, Chief Executive, Transparency International
From Enron in the US to Parmalat in Europe, numerous scandals have demonstrated how business leaders sometimes ignore basic business ethics. Whether managers are manipulating results, intentionally creating opaque corporate structures, paying bribes, or shamelessly enriching themselves, corrupt practices seem alarmingly common. 

Checks and balances that should be in operation within companies have failed to function, while auditors and legal advisers have forgotten their key role in supporting responsible corporate behaviour, not just formal compliance with laws and regulatory requirements.
At the same time, ever greater emphasis is being placed on the significance of risk and reputation management. The integrity stakes are getting higher on all sides, for managers and even more so for directors.  
Operating within the law?
Take the case of bribery: most companies operate on the principle that they should obey the law. The payment of a bribe is illegal in virtually every country in the world. So what are we to make of a company which articulates its adherence to legal requirements, yet turns a blind eye to the securing of business through the illegal payment of bribes by its employees or its associates overseas?  

Yet since the advent of the OECD Anti-Bribery Convention, the payment of a bribe abroad has also been illegal under the laws of OECD countries, including now under UK law. This is one reason why more and more companies have adopted corporate anti-bribery policies, and are rejecting double standards when it comes to bribery abroad.

Transparency International (TI) recognises that curbing corruption requires a combination of more effective laws and voluntary action by the business community. Together, these can establish greater integrity in business life.
Curbing corruption
Yet progress has been slow at the governmental level: we are still awaiting the first conviction under the Convention (except under the previously existing US Foreign Corrupt Practices Act). In the UK, changes to strengthen the anti-bribery rules of the Export Credits Guarantee Department introduced in May 2004 were subsequently withdrawn in November, apparently in response to lobbying by powerful industry groups.  
These are unwelcome developments, and TI has been pressuring OECD governments to enforce the Convention so that companies from all OECD countries face a level playing field, where they know that their competitors will be precluded from paying bribes abroad. 
The UN Global Compact

But there are positive signs from the business community. The voluntary agreement to comply with the ten principles of the UN Global Compact has now been signed by around 2,000 companies from 70 countries. The original nine principles of the Global Compact covered good corporate citizenship in the areas of human rights, labour standards and the environment, and a tenth principle, on anti-corruption, was added in June 2004 after receiving overwhelming support from the Global Compact’s corporate members. 

Business Principles for Countering Bribery

In response to the need for common anti-bribery standards in the corporate world, TI joined forces with Social Accountability International to develop with business and other stakeholders a practical tool for companies to counter bribery. The result - the Business Principles for Countering Bribery - provides a practical framework for implementing a no-bribes policy to deal with the many challenges businesses face domestically and abroad. 
The Business Principles also provide a potential pre-qualification requirement for bidders on internationally funded projects, in particular those of the World Bank, other development banks and the export credit agencies.

The principles have provided the basis for developing a sectoral no-bribes programme by leading companies in the engineering and construction industry in the context of the World Economic Forum in Davos. This is a significant initiative by an industry shown by TI surveys to be the sector where international companies are most prone to bribery, and which is the subject of the forthcoming TI Global Corruption Report 2005, to be published in March. 

The pursuit of financial accountability and transparency must be a truly cross-sectoral effort. It requires action not just by governments, but also by the private sector, civil society, international organisations and of course by individuals everywhere. 
The crime of bribery

The World Bank Institute estimates that more than US$ 1,000 billion is paid in bribes each year - more than $150 per annum for every person on the planet. This figure hides an even more devastating reality. The cost of corruption takes the form, above all, of lost opportunities and ruined lives, which can never be measured in purely monetary terms. In that sense, corruption is not just a crime; it is a crime against humanity.
David Nussbaum is Chief Executive of Transparency International, the leading global non-governmental organisation devoted to combating corruption. 
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