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decision of Swedish furniture re-

tailer IKEA to suspend further

investment in Russia because of
corruption Is a sign that business here is
stil fraught with risks for international
investors. While Presideat Dmitry Med-
vedev has taken a clear position on anti-
corruption and introduced legislation to
curb official bribery, the reality is that
corruption continues on a massive scale
. in the economy and society. However,
IKEAS response to the corruption chal-
lenge — to reduce further mvestment
rather than pull out altogether — sug-
gests that the risks can be mannged In-
ternational companies and governments
have an important role Lo play in help-
ing Russia clean up its act by engaging
their Russian counterparts in the fight
ngainst corruption.

Amid the financal crisis, governance

has been at the ceater of attention of in-
ternational regulators. Earlier this year,
the G20 meceting showed n new resolve
of governments to damp down on cor-
ruption in afl its forms. Leaders at the
Group of Eight summit in Italy this
month renewed their commitment to
cnforcing the OECD Conventicn on
Combating Bribery of Foreign Officinls.
In the United States, the Foreign Cog-
rupt Practices Act and ils more rigorous
application has generated an increasing
number of successful cases.
Russia is neither a signatory of the
' cenvention nor a member of OECD,
but the Foreign Corrupt Practices Act
still applies to any company with busi-
ness in the United States, According to
a Deloitte survey, multinational compa-
nies are most concerned about the po-
tential for contraventions of the act in
Russia — above China, Africa and the
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Middle East. In the past, multination-
als took a flexible atlitude toward do-
ing business io Russia, citing local cus-
toms and culture to justify using distrib-
utors and agents to make “farilitating
- payments,” or lavishing entertainment
or gifts on decision-makers. But this will
nolonger fly in the new era of tough reg-
ulation. For companies that are subject
to the fong arm of U.S. legislation, these
are all red flags, The consequences of
getting it wrong are tuge fines, exten-
sive repittational damage and, in some
cases, personal Liabitity, Never has the
gap between the responsibilities of top

© IR
In order to turn themselves
into ‘corruption-free
zones,’ companies
need to create a culture of
value-based behavior.

executivas of muldnationel corporations
and the practical risks on the ground in
Russia been so great.

Many companies have introduced
ingenious management systems to raise
the alarm in bigh-risk countries, such as
internal audits and spot cheeks, due dil-
igence of all third-party contractors and
detailed monitoring of financiel flows,
These are all very well, but they are
not sufficient in couatries such as Rus-

sia where corruption is the norm. For

example, Russian employees — under
pressure from their bosses to achieve
sales figuces and from their clients to
pay to achieve them — find it difficult
to judge the limits to which they can go
to get husiness. Asking for advice about
the rules is not customary, Neither is
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taking personal responsibility for deci-
sions. Whistle-blowing is almost incon-
ceivable in a society thot wos rent asun-
der by the denunciations of the Stalinist
era, Many of these practical ways of en-
suring compliance, employed elsewhere
quite successfiilly, are still met with in-
credulity and smirks by employees.

Inorder to tum themselves into “cor-
ruption-free zones,” companies need to
create a culture of value-based hehav-
ior rather than rule-based corpliance.
But ultimately, as IKEAS recent exam-
ple showed, they should be prepared to
walk away from new business if the risks
are too high or the compromises too ex-
tensive.

One thing that is needed is the po-
litical will and participation of govern-
ments to dispense with cormuption. U.S,
President Barack Obamn could use his
newly minted presidential commission
with Medvedev to reinforce the impor-
tance of the Russian government and
business engaging in the intemational
fight against corcuption. He could of-
fer government exchanges and exper-
tise and help speed up negotiations for
Russia' decession to the QECD. In ex-

. change Russia could sign the OECD

Anti-Bribery Convention and reopen |
negotiations for accession to the WTO.

With this kind of positive engage-
ment, Russian government and busi-
ness will join with their international
counterparts in the long fight against
corruption and at the same time begin
to rebuild their own international cred-
ibility.

Brook Horowiiz iy executive direcior of
the Moscow office of International Busi-

" ness Leaders Forum, a business associa-

Hon that promotes responsible business
praciices worldwide,




