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The Board's
Imperative: Steering
Organisations towards
Anti-Bribery,
Anti-Corruption, and
Fraud Prevention

*Mr. Roger Latchman |

Directors are the strategic guardians of corporations. As stewards of
governance, they wield the influence to shape organisational culture

and strategy. Given the interconnected and often scrutinised
landscape of global business, board directors must prioritise anti-

Directors mUSt recognise bribery, anti-corruption, and fraud prevention, not only as a

compliance measure but as a fundamental pillar of ethical

governance and reputation management.

the invaluable asset

Of 'cO rporate reputation'. The Ubiquity of Bribery and Corruption

A com pa ny known Corruption and bribery are not isolated incidents limited to specific

sectors or geographies. They seep into every niche, from the most

for |tS integ rlty attra CtS advanced economies to emerging markets, tainting the corporate

landscape. The first step for board directors is to understand this

better talent’ earns ubiquity and accept that no organisation is intrinsically immune.

» Global Perspective: The World Bank estimates that over $1

tru St fro m |tS I nveStO I's trillion is paid in bribes globally each year. This staggering figure
an d cu StO mers. an d emphasises that corruption is not just a regional problem—it's a

global challenge.
Often enjoyS d Sectoral Insight: While some sectors are more vulnerable, no
industry is truly exempt. For instance, construction and

com petitive d dva nta g S infrastructure projects often face high corruption risks, but even
in the ma rketp|ace sectors like healthcare or education are notimmune.

The Hidden Cost: Beyond the immediate financial implications,
bribery and corruption stifle innovation, distort markets, and
hinder economic development. For organisations, it leads to
inefficiencies and deters foreign investment.
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Reputational Risks and the Value of Integrity

In this digital age, reputation is fragile. Asingle corrupt act, once
exposed, can lead to a crisis, eroding years of trust built with
stakeholders. Directors must recognise the invaluable asset of
corporate reputation. A company known for its integrity attracts
better talent, earns trust from its investors and customers, and
often enjoys a competitive advantage in the marketplace.

The age-old adage, "It takes years to build trust and seconds to
break it," is truer today than ever. The ripple effects of a
reputational crisis can be devastating and have an immediate
financial impact. Share prices can, and most often will,
plummet following scandalous revelations, and recovering from
such shocks can be a lengthy process.

Customers, partners, and even employees may dissociate from
atainted brand. Rebuilding this trust demands time, resources,
and genuine reformative actions. A compromised reputation
can hinder expansion opportunities and partnership
possibilities and might even lead to sanctions in certain
markets.

Establishing Anti-Bribery and Anti-Corruption
Frameworks

Directors, given their vantage point, can ensure:

¢ Policy Creation: Develop a comprehensive policy that's not
only reactive (dealing with violations when they arise) but
proactive, designed to pre-empt potential corrupt actions.
Regularly benchmark these against industry standards, and
it is crucial to ensure that these policies are continuously
updated in line with international standards and local laws.

* Resource Allocation: Beyond just financial allocations,
consider human resources. This includes hiring personnel
with expertise in anti-corruption frameworks and dedicating
teams to ensure adherence. Consider also investing in
advanced detection technology.

* Whistle-blower Protections: Implement rigorous measures
that protect whistle-blowers, fostering an environment
where potential irregularities can be flagged without fear.
Anonymity is vital. Utilise third-party platforms if needed to
ensure that whistle-blowers are genuinely protected.

Fraud Prevention Methodologies

Directors play a pivotal role in fraud prevention by ensuring
adequate internal controls, encouraging the establishment of
checks and balances in financial transactions, and scheduling
regular internal audits to identify and rectify anomalies.

Modern technology allows for comprehensive data analysis.
Use these tools to predict and pinpoint fraudulent activities.

Directors must ensure continuous training programmes that
keep all staff updated about fraud prevention techniques and
the evolving landscape of fraud risks. Machine learning and Al
now allow unprecedented insight from data. However, they are
only as good as the data fed into them. Ensure clean,
uncorrupted, and high-quality data streams.

Continuous Monitoring and Evaluation

Under the board's purview, it should encourage the finance and
compliance departments to schedule routine internal audits
without the boards prompting, fostering a proactive approach.
The internal audit division should perform scheduled and
surprise audits to keep the organisation on its toes and reduce
complacency.

The board should consider engaging with not just internal but
external stakeholders. Suppliers, vendors, and even customers
can provide valuable feedback on perceived organisational
integrity. Directors should be encouraging feedback from
employees, partners, and stakeholders. Such feedback can be
a goldmine of insights, revealing potential weaknesses and
vulnerabilities.

The Role of Leadership and Culture

Culture stems from the top. Directors should be leading by
example and should be the paragons of integrity and
transparency, setting the tone for the entire organisation. The
board should be advocating for leaders who prioritise ethics
over short-term gains. Such leaders will embed an anti-bribery
culture withinthe organisation's fabric.

Collaborative Alliances

Directors can pave the way for alliances with organisations
dedicated to combating corruption, such as the IIEGA. Such
collaborations offer insights, training modules, and best practices
based on a wealth of collective experience. Aligning with respected
entities signals to stakeholders the organisation's genuine
commitmentto ethical governance.

The board should also encourage the leaders within the
organisation, and they themselves to regularly participate in
industry forums and seminars on ethical governance, ensuring
the organisation remains at the forefront of best practices.

The Economic Value of Ethical Governance

Beyond reputation, ethical governance directly impacts the
bottom line as ethical companies attract conscientious
investors, leading to more sustainable investments and
partnerships. Ethical governance goes beyond CSR. It's about
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building a brand that's genuinely seen as trustworthy,
translating to better investment opportunities.

Reducing corruption often leads to smoother, more efficient
operations, eliminating the "costs" associated with bribes and
irregularities. While corrupt behaviour might sometimes seem
like a"shortcut," inthe long run, it's a major bottleneck. Genuine
efficiency stems from processes that are transparent,
straightforward, and devoid of corrupt practices.

Conclusion

In today's world, where information flows freely and
stakeholders are increasingly vigilant, the role of board
directors in promoting anti-bribery, anti-corruption, and fraud
prevention cannot be overemphasised. It is not merely about
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avoiding legal pitfalls; upholding the sanctity of corporate
integrity and building a legacy of trust must precede all others.
Directors have the power, influence, and responsibility to lead
their organisations on this path, ensuring that the foundations
of their enterprises are rooted in principles of ethical
governance. u

*Mr. Roger Latchman, Fellow Life Member of the Institute
of Directors (India), Chartered Director, Institute of

Directors (South Africa), and Director-General of the
International Institute for Ethical Governance and
Accountability (IIEGA)

Building’
IOD Tomorrow’s

Institute of Directors| Boards

BRINGING A SILENT
REVOLUTION THROUGH

BOARDROOM

Membership Training

AMastorclass for Directors

Ta2T
MEMBERSHIP
A J L) leading to 'Certified Corporate Director’

Board Research & Advisory

BOARD
RESEARCH
& ADVISORY

Conferences

=] IOD
=vents

SHARE -

Organization for
Non-Executive
Independent Directors

@D

Golden Peacock Awards

Golden Peacock Awards®
A Strategic Tool to Lead the Competition

MSME Division Publications
il It

_\/ISME 10D PUBLICATIONS
DIVISION N 4

LEARN -«

NETWORK

www.iodglobal.com

INSTITUTE OF DIRECTORS

M-56 A, Greater Kailash, Part - Il (Market), New Delhi - 110048, India

Board Nos.: +91- 11- 41636294, 41636717, 41008704
Fax: +91- 11- 41008705 ¢ Email: info@iodglobal.com

follow us on

v Rinll flle}

@iodglobal

ARTICLE |




