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There are three levels at which a company may fight corruption —
Collective Action is an advanced step.

Three levels to fight corruption as a company:
9 P pany f Business \
environment
I Each company individually || Collectively ———— with
corruption
reduced or
eliminated
3. Collective \
2. External
1. Internal
1. Assess corruption risks 4.  Share internal policies, best 5. Reach out to industry
2. Implement anti-corruption practices, experiences, and peers, suppliers and other
policies as part of an success stories with stakeholders via neutral
external stakeholders facilitators and initiate joint

overall corporate

compliance program activities to fight corruption

3. Provide specific guidance
to managers

——— Slides 19-21 || Slide 22— |~ Slides 23-25 / Chapters 4-6 -|

Source: Global Compact — Business against Corruption, a framework for action, 2006
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1. Internal

To deal with corruption risks, a company needs to establish an ethical

-corruption policy

corporate culture and implement a strong anti

Ethical and compliance risks - examples
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Corporate assets to be protected:

People, Property, Reputation etc.
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1. Internal
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‘Effective’ corporate compliance programs start with leadership
commitment and include a number of general accepted principles

Success factors and principles of corporate compliance programs

Success Factors Principles *

Strong 'tone
from the top'

Leadership, communications, and
actions which visibly and consistently
support the program and its underlying
principles. Avoid any appearance of
double standards in behavior

A business
culture which
values 'good
sales'

Involving compliance in operations
and recognizing it as supporting, not
preventing, corporate sales — so that
sales are more likely to have less
corruption risk

Practices
and
processes
which are
practical

A program which is prioritized, well-
communicated and focused on the
particular facts and circumstances of
the business

o Oversight from a knowledgeable Board of Directors

Standards and procedures to prevent and detect mis-
behavior — and specifically prohibiting bribery in any form

e Program management by senior personnel with operational
responsibility and clear lines of authority

Q Preventive operational safeguards consisting of conduct
codes, whistleblower “hotlines”, internal controls and audit,
anti-retaliation measures and background screening of
candidates for substantial authority positions, etc.

e Communications and training to support the program

e Reinforcement of appropriate behaviors through incentives
and consistent discipline

ﬂ '‘Lessons learned' responses to discovered incidents —
emphasizing root causes, process adjustments and
accountability

9 Engagement with other businesses and other stakeholders

9 Separation of internal functions and responsibilities

*  Both regulatory frameworks (OECD Convention on Combating Bribery, UN Convention Against Corruption, US Sentencing Guidelines, etc) and
voluntary frameworks (Tl Business Principles, among others) generally reflect many of these program principles.
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1. Internal

To continuously improve a compliance program* a company should
follow the practices of “Assess” — “Prevent” — “Detect” —“Respond”

Assess

Prevent

Detect

Respond

= Self Assessment of
Corruption Risks

= Create risk profiles
based on:

* regions
» governments
» project size

» project type (e.g.

medical, natural
resources etc.)

= agents / brokers/

intermediaries
involved

= supply and

distribution chains

= Policies &
Procedures

= Business conduct
guidelines

» Specific procedures
for agents, gifts &
entertainment

= Checks/balances

= Program
communication

» Internal and
external (CSR)
= Training
Targeted training
programs for
managers and
operational
personnel

Compliance controls

» Risk management
system

= Guidance and
thresholds for
escalation of
compliance issues

» Integration with
existing internal
control (e.g. FCPA)

= Whistleblower
mechanisms
Forensic & part of
standard audits

= Forensic audit
function

Audit review board

Consequences for
misconduct

= Policy of misconduct
and sanctioning
process

Global case tracking

= Tracking tool for
compliance

» Internal and external
reporting on
compliance cases

Application of lessons
learned

= |dentify root causes
and fix processes

* Additional compliance program information can be found at the websites of various anti-corruption and compliance related organizations.
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2. External
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Publicly communicating company standards and policies will help
employees and business partners to resist bribery, and encourage the

reporting of bribe incidents

External communication

will conform to company policy

» Share experiences and best practices

» Make a clear and unambiguous statement of principles and policy

» Set expectations (e.g. using contractual audit clause) that
business partners and supply and distribution chain participants

» Report to stakeholders on internal activities to fight corruption

Benefits

conferences

= Annual report = Separate
= CSR report section on
_ compan
= Case studies webspitey
Q - = Presentations = Press
at anti- releases
corruption and = Round table
business discussion

with journalists

CSR: Corporate Social Responsibility
Slide 22

= Might trigger interaction

with other organization
that can give feedback,
propose changes and
share best practice
examples

Contributes to mitigate
risk of corruption and will
help employees to
withstand potential
demands for bribes and
have confidence to report
them

Builds reputation of being
an ethical company
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3. Collective

Collective Action can help to overcome corruption dilemmas by
making compliance the norm and isolating bad participants

Corruption Dilemma Collective Action
= Corruption has a negative impact on companies, = Collective Action:
governments, societies, and economies = |s a collaborative and sustained process of
» Despite costs to some, certain individuals or cooperation between stakeholders
groups benefit from corrupt transactions = Increases the impact and credibility of individual
» Efforts by one individual organization might not be action
sufficient to change a corrupt environment = Brings vulnerable individual players into an
—————————————————————————————————————————————————————— alliance of like-minded organizations
Governments Civil Society = Levels the playing field between competitors
m { » May complement, or temporarily substitute for
= ‘ and strengthen. weak local laws and anti-
N o _ corruption practices
= Officials often = Sales employees = Civil society
have are often paid extra  often lacks L : , .
discretionary salary or bonuses if  access to = The central objectives of Collective Action are to:
authority they win contracts information on = Strengthen anti-corruption commitments
= Weak governance = Companies with public between and among different stakeholders
prevents strong anti- procurement . . .
monitoring and corruption policies transactions = Create incentives for stakeholders to avoid
sanctioning of lose contracts to bribery and corruption in transactions and
corrupt behavior corrupt competitors eliminate violations by individual members
= SMEs lack = Create i fi t id tion b
resources to Create incentives to avoid corruption by
counter demands individuals within companies and governments
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3. Collective
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All stakeholders benefit from Collective Action

Benefits of anti-corruption Collective Action from different stakeholders' perspectives*

ﬁBlddmg companies

Increased chance of fair selection as a supplier and
enhanced access to markets

Protection from legal penalties

Saving of costs, formerly paid as bribes
Enhanced reputation

Employees and competitors behave ethically and

= Enhanced reputation
= Avoid time consuming lawsuits / blocking points after

\ @stomer \

= Enhanced competition in bidding process — most efficient,
not best connected bidder wins bid

decision on supplier company

= Focus of business relationships on quality and reliability

N

responsibly l
/Government

Incentives to be transparent

Strengthened rule of law, increase credibility and
political stability

Higher investment levels from domestic and
foreign investors

Improve image of country

Effective governance mechanisms and more
effective procurement

/ \of goods and services l /
\

Civil Society/Non-governmental Organizations

Improved access to essential resources, such as health care and
education and better social development if money is invested in
social projects instead of in bribery

Higher quality products and services, less risk of ‘faulty’ products and
accidents

Increased trust and confidence in business
Consistent and fair enforcement of regulations

Greater traction for their objective of more transparent environment
and attention to corrupt practices

*  Furthermore, Collective Action indirectly supports the internal control over decision-making processes: if bribery occurs, that also normally means
that the usual controls and chains of command within one or more organizations have been avoided or manipulated, and are therefore weakened.
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3. Collective
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Collective Action tends to be more successful if convened and
supported by a neutral facilitator

Model 1. One or more companies
convene Collective Action
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» May raise anti-trust/competition
law concerns

» Leading role of one company
may prevent other companies
from participating

» |If only companies participate in
initiative, civil society may

Model 2. Facilitator convenes
Collective Action

Role of facilitator

guestion the outcomes

i.;....convening party / facilitator
Slide 25
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» |ndividual company can
indirectly initiate Collective
Action

» Facilitator has better
opportunities to approach
different stakeholders

» Increased credibility of initiative

Bring stakeholders together and
provide neutral platform

Best-practice sharing / advice

Nominate external monitor
or auditor

Role of company

"Make first move" and initiate
action

Act as champion

Facilitator candidates

NGOs
Credible individuals
Business chambers

List of potential
facilitators on slide 65




