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The world is undergoing significant changes in every area.  Yet, one thing remains constant: there is general agreement on the corrosiveness of corruption and its negative, harmful impact on economies and on society at large, especially for the vulnerable and marginalized.  Corruption is the single greatest obstacle to economic and social development around the world.  It is seemingly deeply engraved in all forms of social organizations that make up markets and quite often a systemic phenomenon deeply instituted in many institutions. 

We are all aware of the negative impacts of corruption, for instance, on the business sector, within the government and society at large.

Corruption is bad for governments: it stifles economic growth, reduces investment, debases democracy and undermines the rule of law.  Corruption causes the collapse of economic systems, contributes to poverty and in some cases has led to war in terms of the fight over natural resources leading to refugees and internally displaced persons.

Corruption is bad for business: it distorts markets and makes doing business far more costly. Businesses that engage in corruption face legal risks, damage to their brand and reputation. Furthermore, corruption will always result in severe economic consequences. Recent cases from around the world have demonstrated just how costly reckless disregard for ethical principles and anti-corruption laws can be.  The Siemens case is still fresh in our minds.

Corruption is bad for the giver and taker: “Paying large money penalties cannot be viewed by business community as merely the cost of doing business.  The risk of heading to prison is real”. Eric Holder (2010).  Individuals put themselves, their careers, their families and their society at risk by engaging in bribery and corruption,

Corruption is bad for society at large: it puts basic services out of the reach of most people especially the poor, vulnerable and marginalized.

Corruption is transnational.  It does not respect any boarder.

Given the consensus that corruption does not serve the interest of anyone and affects everyone, a common front is needed to defeat it.  That is why the UN Convention against Corruption 2003 (UNCAC) provides for cooperation in prosecution, law enforcement, technical support, training, sharing of information, asset recovery and many others. No country can be an island in the fight against corruption.  Through the UNCAC, the international community has committed itself to the fight against corruption therefore all stakeholders must exercise good faith to implement the tenets of the Convention fully. In recent years, some governments have stepped up efforts in the enforcement of national laws and in cooperation with other governments.  This has changed the landscape in the way business is conducted.  The business community is aware of this changing landscape.  It is no longer business as usual. 

But governments cannot do it alone. The involvement of all actors, including the private sector is crucial. 

Initially, the engagement of the private sector as a partner with governments and civil society organizations to root out corruption was unthinkable.  Today, the environment has changed.  The role of the private sector in the fight against corruption is a global agenda. To whom much is given, much is expected. The private sector is part of the problem - and part of the solution.  It must be part of finding an enduring and sustainable solution to fight the parasite that is corruption. Businesses as key drivers of globalization and economic change must also be catalysts for social change. Long-term success cannot be built on short cuts.  

Today, as the world is more connected than ever before, it is clear that sound ethics and anti-corruption practices is a necessary pre-condition for corporate sustainability.  Business must therefore be in the forefront in the fight against corruption

However, isolated actions by a company will not be sufficient.  It needs collective action to curb corruption so as to create a level playing field.

That is what the UN Global Compact is and that is what is asks companies to do.  It is a rallying point for business to join hands with civil society organizations using the platform of the United Nations backed by Member States to collaborate to fight corruption.    

 

The United Nations Global Compact is the largest corporate citizenship initiative with over 7,000 participants from more than 130 countries with over 80 country-level networks.  Launched in 2000 for “a more sustainable and inclusive global economy”, the Global Compact gives practical meaning to United Nations and universal principles by establishing the business case for responsible behaviour. 

 

As a voluntary initiative, the Global Compact believes that it is in the enlightened self-interest of companies to fight corruption in all its forms.

 

You may wonder what a voluntary initiative can contribute to the fight against corruption; in many cases, corruption is subject to criminal law in many countries.  Indeed, legal principles are excellent and important in preventing corruption both at home and in countries where businesses operate.  But regulation is not the end of it all.  Voluntary initiatives complement regulatory frameworks and go beyond.  They make the case why anti-corruption is important for business engagement and thus foster the target of creating a level playing field.

 

The Global Compact’s 10th Principle asks businesses to work against corruption in all its forms, including extortion and bribery.

 

To assist companies in the implementation of their commitment to the 10th principle, the Global Compact suggests to participants to consider the following three elements:

 

Internal: As a first and basic step, companies should introduce anti-corruption policies and programs within their organizations and their business operations;

 

External: Companies must report on the work against corruption in the annual Communication on Progress; and share experiences and best practices through the submission of examples and case stories;

 

Collective: Join forces with significant likeminded corporate actors working together with civil society organizations and reform minded policy makers so as to make a lasting impact in the fight against corruption. Individual businesses or even industry self-regulation alone or government regulation on its own or civil society activism on its own will not be sufficient to make possible the much needed change towards better governance and minimization of corruption because of the increasingly systemic nature of corruption. These approaches are necessary but not sufficient to curb corruption. Collective action holds the promise of accelerating change in order to have big impact and improve the environment for doing business.  An example is the Business Action against Corruption in Malawi which the Global compact helped facilitate and was launched by the former President of Malawi.  The success of the Initiative was based on commitment of the private and public sectors as well as anti-corruption bodies and civil society.  It enjoyed the political leadership at the highest level.  Replicating of such collective action to tear down the disincentive to move against corruption is of absolute importance. 

 

The integration of the UN Global Compact’s 10th Principle into the corporate responsibility agenda in 2004 sent a signal worldwide that business shares responsibility in the fight against corruption.  A strong business commitment to fight corruption in all its forms will improve investment prospects, open further business opportunities, advance market stability and contribute to eliminating poverty.

 

To ensure the level-playing field which rewards ethical behaviors and restore trust in the market, it is imperative to further strengthen and promote the business case for anti-corruption practices at the global and country level. Globally, with its convening power to bring both public and private actors, the UN Global Compact is uniquely positioned to further advance the business case against corruption through collective action. 

 

The UN Global Compact, together with Global Compact Local Networks (active in over 80 countries) and its strategic partners, is well positioned to mobilizing local business to actively contribute to a country-level anti-corruption collective action initiative.  Global Compact Local Networks in emerging markets (in particular, BRIC countries), the Middle East, and Latin America are active and interested in further engaging their business participants in the issue of anti-corruption and serving as a multistakeholder platform for collective action.  

In the policy front, the Global Compact in collaboration with other partners in 2009 undertook a six-month campaign with chief executive officers to call for the establishment of an independent, inclusive, transparent and efficient review mechanism of the United Nations Convention against Corruption. This represented the first time the UN had brought the voice of business directly to intergovernmental policymaking, and resulted in a successful outcome. Further actions are planned to take this forward.

The UN Global Compact also works with civil society organizations.  Together with key partners including Transparency International (TI), the International Chamber of Commerce (ICC) and World Economic Forum (WEF) – has led a number of projects to advance anticorruption both through effective global policy and corporate actions.

 

Investors are also important drivers to accelerate the fight against corruption by making anti-corruption an investment decision.  They need to move on board to access organizational resilience against corruption. This can be done through dialogue between business and investors. Just recently, a coalition of investors wrote to 21 major companies in 14 countries asking them to improve their disclosure of bribery and corruption risks and avoidance measures. They asked companies from eight sectors to explain whether their anti-corruption management systems adhere to international reporting frameworks developed by ICGN and UN Global Compact.  The UN Global Compact welcomes the proactive role these investors are taking to help encourage the wide use of that guidance to fight corruption.  Reporting on company anti-corruption activities will likely drive performance.

The UN Global Compact’s reporting framework gives guidance on how companies should report on anti-corruption activities.  The comprehensive disclosure framework on anti-corruption policies and practices was produced in response to the difficulty and complexity expressed by business to report on transparency measures 

To provide further guidance to companies, the Global Compact Working Group on the 10th Principle led the development of a number of resources, notably in the areas of supply chain implementation, Resisting Extortion in International Sales and Transactions and an on-line learning tool for the business sector that explains the UNCAC and the role of the private sector.

 

Anti-corruption is a rallying position for governments, the private sector and civil society and provides a good opportunity to bring all the sectors together. There is common ground; easy agreement and willingness to tackle the problem in action and not in words.  Each sector must lead in different aspects based on interest, capacity, and willingness to act. In short, using their comparative strength.   In our case, as a voluntary initiative that complements compliance mechanisms.

The recent global financial crisis and the subsequent economic downturn put a spotlight on the importance of long-term value creation through a more comprehensive risks assessment of non-financial issues including corruption.  In the last decade, much effort has been made to further articulate a business case against corruption. Nonetheless, due to the pervasive nature of corruption, more needs to be done in order to level the playing field and scale up the private sector’s action against corruption.  One effective way to do so is to link the anti-corruption agenda to broader societal and economic issues such as new investment in green technology and infrastructure. Better understanding of the linkage between anti-corruption and economic opportunities of emerging social issues (i.e. green technology and infrastructure) will further elaborate that responsible, ethical business is not only morally right, but also financially rewarding.

 

There are companies that stick to no-bribe policy and zero tolerance to corruption in reality and had to, on some occasions, forgo business opportunities to avoid corruption and associated risks, they are the exceptions so far.  Given the general understanding that corruption is a hydra-headed problem that requires the involvement of all actors in finding lasting solutions to the greatest challenge of our time, a common front against corruption will lead to good and capable governance; economical empowerment of the people which is good for business as it will unleash more income, and demand for products and services; and for civil society, it is good citizenry and truly enhanced well being.

 

By all accounts, business and civil society are ready to align their efforts with the governments’ effort.  But their enthusiasm to act must be matched by the political will to grasp the opportunity at hand.  The Global Compact provides a platform that can be used to achieve this purpose.  It is a bridge builder and is poised to work with all actors to fight corruption. 

These efforts can only be brought to scale if governments, businesses and society do their fair share.  It needs a strong commitment and political will from governments. This is the crux of it. 

Moving forward, the Global Compact will continue to strengthen efforts, engaging a wide range of stakeholders both at the global and country levels. Given the corruption risks in the supply chain, through our Global Compact Local Networks we will more actively reach out to small- and medium-sized enterprises. Also, we will focus on supporting country-specific collective action platforms, a tactic that holds much promise for making real progress in stemming corruption nation by nation.

Thank you all
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