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Article
Bribery abroad – it’s worth the risk?
John Burbidge-King, anti-bribery expert and CEO of Interchange Solutions, explains why businesses operating in a beleaguered UK economy might be tempted to run the risk of bribery to secure foreign contracts.
The election is over and the dust is now settling as the new coalition Government gets down to the business of sorting out the UK economy.  On the 14th of June, the growth forecast of the UK was revised to 2.6% from Labour’s higher figure of 3.5%.  It means there is there is even greater pressure on the both private and public sectors to balance the books and public purse - generating income for the economy whilst reducing costs.

With the UK economy still firmly in the doldrums, many businesses with the ability to do so will be looking for contracts abroad.   The strategy makes perfectly logical sense.   With the exception of unusual one off contracts surrounding major events such as the Olympics, the UK is not a particularly attractive place to forage for new business right now, neither in the private or public sectors.  
With other markets around the world coming out of recession faster, savvy companies in the UK will be hunting on foreign soil to help them sustain their business and growth.
However, UK businesses are not alone as other companies in other countries around the globe are also on the lookout for export opportunities.  This inevitably means that competition is higher which places even more pressure on businesses and the agents representing them to secure lucrative contracts.
But how far is your business willing to go to secure new contracts?  More importantly, how far are your agents willing to go to secure new contracts?  As the saying goes, ‘the love of money is the root of all evil’, and some businesses may in fact decide to run the risk of corruption in order to keep their operations afloat.
Or to put it another way, they may turn a blind eye to how their agents are representing them abroad, as so often has been the case in the past by companies which are now facing the consequences.

I’ve often been asked – or had it put to me – that bribery is a perfectly normal way to do business in some countries.  There is a perception that bribery and other types of fraudulent activity in business are the ‘done thing’.  And of course there are many cases where this perception has proved to be reality, even among highly reputable businesses whose origins are firmly in UK soil.  

Whilst executives and directors may wish to mentally segregate or bury fraud, it is often linked to bribery and other related crimes, which may adversely impact employees, managers, directors and the company.  Businesses now deciding to increase their presence abroad, but which have yet to review their risk profile, are likely to find themselves increasingly exposed.
Many governments outside of Britain now have anti-bribery and corruption laws as well as strict public procurement procedures which on conviction include criminal and civil penalties.  These can include fines and imprisonment but also the debarment of companies from future contracts.   Britain is now following suit, however, despite its prominent position in world trade, even it is playing catch-up.

One glance at Britain’s laggard position in Transparency International’s Corruption Perceptions Index - www.transparency.org – tells a sorry tale.  The consequences are that British businesses may come under increased scrutiny when seeking contracts abroad and face demands to demonstrate they have good working business ethics practices and governance in place.

Problems most often occur when companies do not have ‘adequate procedures’ in place to prevent bribery and fraudulent activity taking place.  It may be they fail to properly conduct due diligence on agents and other parties, or have no codes of conduct in place to provide guidance to their employees.  So, often, they don’t try saying ‘no’ when a bribe payment is demanded or implied. Perhaps the boss simply said: “do what it takes to win the contract” and employees assume that since a bribe has been requested, they have to pay up or lose out.
There are many negotiating tactics that can be employed to avoid paying a bribe whilst still obtaining the business, but the bottom line may be for a truly ethical company to walk away from a potentially unhealthy business deal because the risks are simply too great. 

Any company deciding to run the risk of paying a bribe may win the business, but obviously then runs the risk of being investigated and prosecuted, resulting in costs, fines and reputation damage.  The cost of this could amount to more than the value of the actual contract they had secured.  The profit and/or revenue accrued from such contracts is often the basis by which fines are awarded by courts, particularly in the USA.

With the Bribery Act 2010 now passed, UK businesses have an even higher obligation to conduct their affairs within the letter of the law.  Recent cases have shown that businesses are not only at risk of prosecution and severe financial penalties if found guilty, but the fallout from acting outside of the law can lead to a dramatic fall in share prices and the valuation and credibility of companies.

The Bribery Act 2010 introduces a new corporate offence of failure to prevent bribery.  The only defence a company will have in the event of an allegation is to demonstrate that it had adequate procedures to prevent bribery.  If convicted, a company may incur substantial legal defence costs, and an unlimited fine.  It may suffer further loss as a consequence of recovery through the Proceeds of Crime Act.  However, controlling how a business handles its affairs, particularly through third parties, is not straightforward and is a major risk, given that many overseas bribery cases involve an agent.
So the question is posed again: how far is your business willing to go to secure contracts abroad? 
 The pressure on UK companies and the individuals representing them has never been so high in modern commerce.  If you’re willing to run the risk of improper business practice and get away with it, then maybe you just will come out of this global recession in better shape than your competitors.  However, the risks of doing so are also at an all time high, and it may be better to do good business in a world which is becoming more transparent and less tolerant of bad business.
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Editors notes

About Interchange Solutions – www.interchange-solutions.co.uk
Interchange Solutions helps organisations to underpin their reputation through the mitigation of bribery, corruption, fraud, cybercrime and related risk.

Interchange provides advice, training, due diligence and integrity audit of an organisation’s ability to mitigate corruption and related risk.  The company submitted evidence to Parliament’s Joint Committee on the Draft Bribery Bill. Interchange is a member of the A|D|S, the trade association for aerospace, defence and security companies and the UK Defence Business Ethics Forum.[image: image1.jpg]



[image: image2.jpg]