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Chair:
Nancy Zucker-Boswell, Managing Director, Transparency International USA

Panellists:
Alexsandras Dobryninas, Transparency International Lithuania
- Bribery and Business in Lithuania from the Small and Medium Enterprise Perspektive
Etienne Wibaux, Subrenat Expansion, President, International Christian Union of Business Executives; Member, Mouvement des Enterprises de France (MEDEF, French Business Federation), France
- The Experience of a French Businessman in the Textile Industry
Anna Ossipova, Director, Center for Business Ethics, St Petersburg, Russia
- The St Petersburg Initiative
Phyllis Erickson, Vice President and General Counsel, J. M. Huber Corporation, USA
- An Anti-bribery Compliance Guidance Tool-kit for Small and Medium Enterprises
Thomas Pletscher, Business and Industry Advisory Committee (BIAC) to the OECD and Economiesuisse, Switzerland 
- The BIAC Programme for Combating Solicitation of Bribes
Luis Moreno Ocampo, President, Transparency International Latin America and Caribbean, Argentina
- Institutional Solutions against Bribe Solicitation and Extortion: The Example of Mercados Transparentes

Discussant:
Irene Hors, OECD Anti-corruption Division, I. O.

The private sector is becoming an important actor in the global anti-corruption dynamic. Its participation is indeed crucial. The success of recent mulitlateral anti-bribery agreements, such as those of the OECD, Council of Europe, and OAS, will depend in large measure on the willingness of the private sector to take voluntary action to implement internal compliance measures. The threat of criminal penalities is a powerful incentive for business to do so. But there are positive incentives as well. Tolerance of bribery can undermine management control, diminish the competitive dynamic, and lead to situations that will damage the reputation of the company.

There have been several initiatives to strengthen the involvement of the private sector in the fight against corruption, but, for the most part, they have not differentiated between large enterprises and small and medium sized enterprises (SMEs). However, SMEs differ from large companies in many ways. SMEs may not have adequate financial and human resources to keep informed of legal changes and to develop large-scale compliance programs. It is difficult for policy makers to reach out to SMEs to inform them of new regulatory developments for governments to control their behavior. Business associations for SMEs are most often numerous and decentralised. SME directors may have less time to devote to participating in these structures and to interacting with public authorities. Finally, when facing bribe solicitation to obtain a market, SMEs may not have the bargaining power larger firms enjoy. These differences should be reflected in anti-corruption activities that involve the private sector.

The objective of this workshop was to explore two issues:

1. What problems do SMEs face? 

2. What solutions have SMEs developed to deal with bribe solicitation? 

The workshop addressed the perspective of SMEs involved in international transactions, many of whom are now governed by the anti-bribery prohibitions of the OECD Convention, and that of SMEs operating domestically who confront corruption involving local public officials. Even though the contexts may differ, common issues arise in both cases and lessons learned in one type of situation can be of benefit in the other. 

Contribution by Alekandras Dobryninas

Corruption and Business in Lithuania from the Small and Medium Enterprises' Perspective

There is a high level of administrative corruption in Lithuania.

To help organizations deal with corruption, TI Lithuania commissioned a study of the institutional and geographic distribution of corruption and bribery in Lithuania. Of the over 1,000 entrepreneurs interviewed, 38 percent said corruption is a big hindrance to business. The majority of business people said they had been asked to pay bribes in the last 5 years. 26 percent then paid bribes.

Respondents felt that corruption has remained constant over the past 5 years. The courts and customs service were considered to be the most corrupt institutions. Danish companies have also indicated that corruption is the second biggest hindrance to doing business in Lithuania.

The relationships between business, government and civil society in Lithuania are weak.

When asked for recommendations, most business people felt that law enforcement should be strengthened. TI Lithuania is working to build understanding of role of the business community in the solution to corruption.

Contribution by Etienne Wibaux

The Experience of a French Businessman in the Textile Industry

Corruption begins at the moment when you can no longer mention it openly. One must break the law of silence to bring the problem into the open.

Business associations can work to promote the dissemination of moral principles and enlightened consciousness into the business world, including respect for all individuals.

A French business association established a commission which in 1992 organized public debates on corruption in 30 towns throughout France. 1,500 companies and 6,500 individuals later signed a Manifesto against Corruption. Over the next few years, 20 debates were held and work with media developed a broader network across Europe.

Corruption should be denounced by the business community together - it undermines freedom, dignity, justice and solidarity. By promoting awareness and teaching principles, behaviour can be changed.

Contribution by Anna Ossipova

The St Petersburg Initiative

In Russia, the scale of bribery is extremely damaging to the economy. The private sector and government demand bribes. Tax authorities pressure small businesses for bribes and over-regulation creates increased opportunity for bribery and a less transparent system. The banking system also aids corruption.

The 300th anniversary of the founding of St Petersburg may be an opportunity to overcome the perception that St Petersburg is the most corrupt city in the world.

What can small businesses do? SMEs have limited resources and often adapt to corrupt environments. They have little political clout. The business community needs to approach the issue collectively in order to make progress.

The Centre for Business Ethics in St Petersburg has encouraged Russian companies to sign declarations against corruption. 150 companies have signed declarations. Small and medium-sized companies are leading the way in developing codes of conduct. Codes are seen as a way for companies to promote themselves as ethical and reliable. Yet, it is still difficult for companies to say they will not pay bribes.

The Centre for Business Ethics in St Petersburg has started an "Island of Integrity" project on construction projects. Local government officials are participating in discussions on changing the tendering process.

Possible solutions

Thomas Pletscher, The BIAC Programme against Corruption

Business needs to implement the new legal rules through company regulations and training programs which address the supply and demand sides of bribery simultaneously.

How can we assist companies?

1. Publicly acknowledge the problem of corruption. 

2. Integrate the reality of the issue into follow up mechanisms. 

3. Clarify the borderline between legal and illegal payments. 

4. Provide diplomatic assistance for companies in difficult situations to eliminate the solicitation of bribes. 

Phyllis Erikson
An Anti-bribery Compliance Guidance Tool-kit for Small and Medium Enterprises

The Toolkit, which is an attempt to help companies develop anti-bribery compliance programs, will soon be available on the TI USA website (www.transparency-usa.org). It is useful for small and medium-sized enterprises, US subsidiaries of large multinational companies, and companies which are beginning to operate abroad.

Small and medium companies many not have sophisticated management aware of the problems of bribery and corruption and may not recognize many of the dangers which exist. They also have less economic power and limited leverage.

Bribes are often paid by companies seeking shortcuts. Projects may take more time for smaller companies to complete, but SMEs can often move quickly internally.

SMEs need trusted local advisors when operating abroad and must be consistent in their policies. If they encounter difficulty in a particular country, they can often move to other countries with lower levels of corruption.

Luis Moreno Ocampo
Institutional Solutions against Bribe Solicitation and Extortion: The Examples of Mercados Transparentes

What can companies do to improve procurement? Discussing the problem and changing training practices is helpful, but it is more important to prevent the problem from occurring.

Mercados Transparentes has developed a one stop database of information on who buys what and when from 1,147 different procurement offices. Valuable payment information is also included. 1,300 new public and private tenders, direct purchases and others are included each month.

The database has increased transparency so that more companies can compete at reduced costs. It has helped the government of Argentina save more than $1.2 billion.

Main Themes Covered 

1. What problems do SMEs face? 

2. What solutions have been developed, or are needed, to deal with bride solicitation? 

3. What internal measures can SMEs take to ensure compliance with anti-corruption norms? 

Main Conclusions

1. Business associations can be effective in raising awareness of corruption and promoting a collective response. 

2. SMEs need effective compliance programmes tailored to their unique challenges. Many tools are being developed to address these needs. 

3. Codes of conduct and anti-corruption statements are useful for companies to create a reputation as ethical and reliable. 

4. Governments need to simplify laws and regulations to reduce opportunities for extortion and need to strengthen institutional oversight to encourage voluntary private sector action.

