11th IACC: Workshop 7.2

Making the OECD Convention Work – the need for North-South Cooperation
North-South co-operation and business: 

regulating subsidiaries and associated companies and creating global standards for integrity in industry

Rodney Whittaker

Senior Vice-President Legal Operations International

Glaxo Smith Kline plc
Implementing Anti Corruption Policies in an International Organisation

It took the world more than a century to be rid of slavery.  It was a very gradual process.  Here was an institution which was taken for granted as part of the normal working of society in a large number of countries.  Those condemning it in the beginning were probably described as effectively "left wing trouble makers" beyond the pale of normal conventions and current thinking.  Its abolition was a matter of law, in the sense that slavery was eventually made illegal, but a variety of political, economic and cultural factors were at work both in the existence of the slavery system and its eventual demise.

Corruption should be regarded in much the same light.  There are clearly  political, economic and cultural factors at work and yet the main way in which it is being attacked is through the law.  There have been national laws about bribery for a very long time, but only in very recent times have there been laws prohibiting the citizens of one country from bribing government officials and employees in foreign countries.  The first was the US Foreign Corrupt Practices Act 1977.

It's hard to say that this US legislation arose out of a long-held revulsion at the practice of corruption.  Rather, there were a series of embarrassing revelations arising out of the Watergate affair in the US.  US businessmen were clearly bribing foreign government employees in order to obtain business.  This was considered to be both bad for business and to lead to foreign policy complications.   

It took 20 years for this to be followed up in any significant way outside the US.  Indeed, as late as the 1980s and early 1990s, it would probably be realistic to say that, in a number of the major exporting nations, bribery was seen as the normal way to obtain business in the developing world.  The governments of a number of countries would have been actively colluding in this, particularly in areas such as arms supply where the expansion of the home country's business abroad was seen to be in the national interest.

An international corporation is likely to be a reflection of the society in which it operates.  Accordingly, for multi national companies based outside the USA, anti corruption efforts have probably been going for only about 10 years or less.   It should perhaps be regarded as remarkable that the fight against corruption has come so far in such a short time.

It is suggested that there are 4 essential elements of a successful programme in a multi national corporation which aims to eliminate bribery both at home and abroad:

1. Background and Culture of Integrity
Many companies will have lists or statements of their values.  The best known example of a statement is probably the Johnson & Johnson "Credo".

A number of the same words crop up in companies' lists of values.  Examples would be "Customer", "Enthusiasm", "Entrepreneurs", "Innovation", "Urgency", "Passion", "People", "Performance" and "Pride".  However, it would be unusual to find a list of values which did not also include "Integrity".  Some companies identify this as a separate value in the sense that it underpins everything else.  Others may more realistically acknowledge that if they do not perform to the market's expectations and satisfaction, they are likely to be taken over by a competitor and cease to exist.  There are very few companies whose values cannot be summarised as "Performance with Integrity", however many other elements may be included.

It is certainly a great help if, in introducing an anti-corruption programme which is after all one of the many facets of integrity, the company is not seen to be introducing something entirely new.  If there is a background and culture of integrity against which this particular programme can be set, it is all the more likely to be seen in its proper context and accepted by those to whom it is addressed.

Of course, companies will make varying efforts in trying to instil their values into their employees.  Varying levels of effort would be made at training and education, and in trying to ensure that the values in some way guide the every-day business decisions of employees.  How do you measure if a company's values "live" in the organisation?  Perhaps it is a matter of asking whether employees talk about them, and refer to them when taking decisions.  Clearly, this is one of the important aspects of leadership of a corporation: get the big things right (the values) and the little things (the every-day business decisions) will take care of themselves.


2. Reward and Recognition Systems
Given that all public companies (if they are to survive) have to display a satisfactory level of performance for their investors, there is usually no problem or lack of effort in devising remuneration systems which will incentivise the employees to work to the best of their ability.  Most sales people have a significant part of their remuneration by way of commission for just the same reasons that factories concerned with volume of output may well pay according to the number of pieces produced. 

It is more difficult to devise reward systems for service functions since this may rely more on a qualitative assessment of the level and standard of service being provided.  There are sometimes formal mechanisms to obtain feedback from customers/clients within an organisation, or surveys which require a quantitative mark to be given.  However, there is never anything as objective and obvious as the level of sales achieved. 

Many corporations will also have a system of annual or other periodic objectives, and "management by objectives" is common.  While one of the objectives in a marketing and sales organisation will certainly relate to simple numbers (sales volume, profit, number of complaints received etc.), other objectives may relate to "softer" targets such as the introduction of cultural values or career development programmes.

In addition to salary and bonus rewards which are usually annual, there may also be a system of recognition in a company in the way of particular award schemes for either individual, team or project achievement.  Very often the outcome of these is measurable, e.g. a factory project team devising a better process for undertaking an existing task and being able to show clear financial saving.

Ideally, there will be similar recognition programmes for employees who show integrity in daily business life.  These are more difficult to devise, and there may also be more complicating elements such as the integrity of one employee having been manifested by the discovery and reporting of the dishonesty of one or more other employees.  The whistleblower may well be right, but he or she is rarely popular.

Allied to reward and recognition systems is discipline.  This is the other side of the coin.  Just as exceptional achievement should be recognised and rewarded, so negligent or deliberate flouting of company policies have to be the subject of disciplinary processes.  This is not simply a question of taking the appropriate action against the individual.  Other employees must be aware that, if they are in breach of company policies, they will be disciplined up to and including the point of termination of their employment.  Capital punishment used to take place in public for just this reason: it was right for everyone to see the results of transgression.  There is no point in disciplining individuals in an organisation if other employees do not know about it, though given the embarrassment which may be caused to a large company by the discovery of the transgression, the publicity may be less than wholehearted.

3. Clear Rules, Clearly Communicated
If employees are going to be disciplined for breaches of company policy, it is necessary to bring the policy clearly to their attention or they will have a good defence against the subsequent discipline.  In an international corporation, this will need a fair amount of thought and resource.  Even in the electronic age, a number of people will want to have an old-fashioned paper version of the company's policies.  While there may be a computer on every desk, if your policy is intended to apply to all employees (such as a corruption policy) then not all employees will have desks.  Even when there is a desk with a computer on it (more likely now to be a lap with a laptop) and the document is available electronically (which is certainly the easiest for worldwide communication) it may be highly advisable to have hard copies as well.  There will be an awful lot of material on the company's computer system and ideally the policy should be communicated in such a way (indeed ways) that the employee can have no excuse for ignorance.

Even once they have the document in paper and/or electronic form, there are questions of translation and comprehensiveness.  English may be the language of the company, but it's hardly realistic to expect all the employees on the factory floor in a far-off country to be fluent in English, let alone to the standard required to understand a company policy which has been written by lawyers in another jurisdiction 10,000 miles away.  Translation of the company's policies will therefore be necessary and this may well best be done locally in order to ensure that it is sensitive to local culture and readily understandable.  Given that the policy wording will have been agonised over by highly qualified lawyers at headquarters, it will be very difficult to ensure that the translation captures the detail and spirit of the original - and indeed a challenge simply to check a local translation to ensure that it does.

Nor will this policy on its own account convey all the specific prohibitions which the company may have in mind.  In addition to the policy, examples of prohibited behaviour, or questions and answers may well convey more than the dry words of the policy.

Above all, it simply isn't enough in a large corporation to send out policy documents (however well written and translated) which contain important guidance for employees.  A proper programme of training and education is essential.  This will emphasise to employees the importance of observance of the policies, and also indicate the ways in which dilemmas can arise in their every day working life where they will need to observe the policies.  The training therefore has to be geared to different parts of the company.

It is also just as well to recognise that the arrival of a corporate lawyer from headquarters to give a presentation on company policy will not be the most exciting event in the line manager's life, nor the most obviously attractive part of a management meeting agenda.  The training has to be imaginative and involving its audience.  Much the best way is to devise realistic examples of borderline behaviours relating to the policy, and to engage the audience in a discussion of how they would react.  Case studies can be sent out in advance of the meeting for pre-reading, so that the whole of the time at the meeting can be devoted to interactive discussion of the dilemmas posed.  The session would be facilitated by the lawyer whose aim is to encourage discussion among the participants,  then to summarise the learnings at the end.

Alternatively, the hypothetical example or dilemma can simply be projected on screen at the meeting and briefly explained.  This may reflect the working life situation better: this has just arrived unexpectedly on your desk, you are being pressed for authorisation of this expenditure, we need to act in the next couple of hours or we may lose the opportunity - you're the manager, what do you do?

Even in a company where the electronic communications are excellent, there are some matters which are better accomplished by face to face meetings.  It is suggested that training and education on important policies is one such example, given particularly (see later) the importance of the country manager underlining his commitment to the programme.  However, once the programme has been launched in this way, then interactive training on the Internet (or a company Intranet) can be an excellent way to follow up.  Not only is it possible to devise some kind of test for each employee to complete, but the system will also ensure that everyone completes the programme on screen and generate reminders to those who have not (copied to their managers if necessary).

The adherence to the company's policies also has to go beyond employees.  Much of the business will be carried out in conjunction with third parties such as agents, joint venture partners and suppliers.  At the very least, where observance of the company's policies will be necessary in the course of the relationship, there will need to be a clause in the contract with the third party requiring adherence to the policy in question and the provision for copies of the policy with any necessary explanation.  Nor should this appear as a last minute "add-on" in negotiations: if ethical behaviour is to be a cornerstone of the company's dealings, it should be made quite clear up front.  Indeed, the company may need to be prepared to pay more for the services it is receiving from the third party if it is to be a term of the contract that there will no "shortcuts".

Nor is the communication just a one way process.  A good interactive training session will see the participants provide examples from their own working lives.  Sometimes, these may be regarded as too sensitive to reveal in front of a room full of colleagues: there have been several occasions where, after the training session, one of the participants comes up to the lawyer/facilitator to ask privately about a situation he or she (or "a friend of mine") has encountered.

Quite apart from communication at the training sessions, it is important for all employees to feel that they have adequate avenues to raise concerns in the company apart from talking to their manager.  The whole topic of whistleblowers is much more prominent now and companies have to ensure that employees who are worried about behaviour at whatever level are able to raise the issue, anonymously if necessary and certainly in confidence.  A policy clearly setting out that they will not suffer any retaliation provided they have acted in good faith is also important.


4. The Importance of Line Management
Company policies relating to the prevention of corruption and other topics will inevitably have been drafted, refined and promulgated from the corporate headquarters.  Ideally, some of the "line" people (sales and marketing, production etc.) to whom they will be applicable will have been involved in the process.  Essentially, it is a corporate initiative and as such will not be instinctively welcomed by the sales and marketing people in a country where their primary responsibility will be to make budget.  The sales figures are an ever present reality for every country's management.  Daily or weekly sales figures may be available, monthly figures will certainly have to be reported to higher management, quarterly figures are likely to be reported to the general public and of course the annual results will be highly significant for the company, not to mention determinative of the award of bonuses for those who have met budget.

As mentioned at the outset of this paper, the elimination of corruption will, in a number of countries, not be an easy task.  The company's employees may be working in an environment where corrupt payments (of a greater or lesser amount) may have been a part of daily life for centuries and show little sign of changing in the world outside the company gates.  For the importance of an anti-corruption policy to be recognised and then implemented will need a concerted effort all the way down the chain of management from the chief executive to the country manager.

It is important to grasp this point clearly: if the country manager is not fully supportive of this policy, then it is unlikely to be observed.  The organisation in the country will be a reflection of the general manager, he (or she) will be responsible for appointing people to the significant posts in his country organisation.  Others may well be involved, particularly in the more major markets, but most of the success of the implementation of the policy will be down to him.  Of course, he needs everything that has been highlighted above: the promulgation of clear policies together with imaginative training and education in particular.  But the country manager is still the main person to be won over and persuaded.  Naturally it will help if his boss, the regional manager, is making this a priority, and he in turn will be adopting his tone from those higher up the company hierarchy.

There is only one thing you never have to emphasise on a day to day basis, namely the achievement of budget.  This can be taken for granted, as all salary, bonus and career progression will depend primarily on that.  However, it is well for the corporate/staff people to realise that everything else will require substantial effort.  Ideally, the country manager (indeed the line manager at whatever level) will sit down with all his direct reports, looking them all in the eye and saying "Listen up everybody, I really mean this.  This is important to me.  I do not want corruption of any kind in my business in this country.  If I discover it, those responsible will be dismissed.  Do you all understand?"  He doesn't have to say that about budget achievement because everyone knows it.  But in respect of any other corporate initiative, and particularly the implementation of a policy which may run counter to longstanding practice in a country, it is necessary to convey the importance and significance of the policy in very clear terms.

It's not just in corporations that the topic of corruption has been regarded as something of a sensitive issue, not to be spoken about out loud in polite company.  For corruption to be defeated, it is necessary to acknowledge that it is an every day presence (particularly in certain countries and areas), and for the line management to be able to discuss it openly.  Above all, the country manager who is responsible for the budget has to make it clear that he is prepared to lose business if the only means of getting the business involves corruption.  He needs to encourage his managers to flag up to him at the earliest opportunity any corrupt approaches which are made and to talk about ways of obtaining the business legally and without corruption.  If for example a bribe is being sought by a government employee in order to issue a licence which is necessary for expansion of the business, then the manager in question will need to warn his boss that the anticipated revenue stream from the new business may be delayed.  They can discuss alternative approaches such as complaining to the government employee's superior, or lobbying ministers or others in positions of influence in the country.  If none of this works, then some allowance against the manager's budget may be necessary.  It may also be appropriate then to devise some longer term strategies with the object of removing this particular area of corruption.

Given the increasing amount of legislation outlawing facilitating payments, training sessions now have to convey a "zero tolerance" approach.  In the past, time would have been devoted to explaining the nature of facilitating payments and identifying cases where payments might be made legally because they were true facilitating payments, as opposed to bribes which were illegal.  Given the relative simplicity of the new situation where no bribes or facilitating payments may be made, it is all the more important to encourage managers to think constructively how they might react when faced with a request for a corrupt payment.  Indeed, in a country where such payments may have been taken for granted for a long time, it may be something of a novelty for managers to push back and refuse to pay.  Very often that is effective and no more need be done.  There are however, a number of cases where the refusal to pay a bribe or facilitating payment will lead to some loss of business advantage and managers will need to think up strategies to employ both of a short and longer term nature.  The provision of an anti-corruption "tool kit" is necessary: it's not enough just to be telling the line management what they can't do, constructive suggestions have to be made to devise solutions to the problems that will undoubtedly arise.


Conclusion
If the Transparency International "Corruption Perception Index" is to be believed, then an international corporation will need to devote very little of its time to the implementation of anti corruption policies in countries such as Finland and New Zealand.  However, in many countries in the developing world, the perception is that corruption is endemic and permeates every corner of both business and other domestic life.  Here, the chain will be as strong as its weakest link.  If the corporation has a programme to eliminate corruption containing all the four essential elements above, some progress in the battle against corruption should be possible.  Winning the war may be another matter.  Change may happen a great deal more rapidly in the twenty first century than in the days when slavery was common, but I suspect that it is still early days in this global effort.
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