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Increasing global enforcement efforts 
have raised the stakes for companies and individuals involved in 
international business transactions. With regulators around the 
world—including the U.S. Department of Justice (DOJ), the U.S. 
Securities and Exchange Commission (SEC), and the Prudential 
Regulation Authority (PRA)—becoming ever more aggressive and 
sophisticated in their enforcement activities, a clear understanding 
of the global enforcement environment has never been more critical.

Ropes & Gray’s anti-corruption & international risk team has 
a long history of helping clients navigate the global enforcement 
landscape. We have experience in key markets across the globe and 
focus our efforts around specific geographies that present a com-
plex combination of business opportunity and potential corruption 
challenges to any organization with global business operations.

In this fourth edition of our Global Anti-Corruption Update, we 
present our analysis of key recent anti-corruption enforcement 
trends and developments in countries that have attracted the atten-
tion of our clients and regulators alike. Organized for convenient 
reference, each chapter contains a country overview, a summary 
of the anti-corruption climate, a review of the current enforcement 
regime and any pending anti-corruption legislation, where applica-
ble, and an examination of recent major anti-corruption scandals. 
We hope this information adds valuable legal and business perspec-
tive to your global strategic and operational planning.

Sincerely,

The Ropes & Gray Anti-corruption & International Risk Practice

James Dowden, Amanda Raad, & Alexandre Rene
ANTI-CORRUPTION & INTERNATIONAL RISK CO-COORDINATORS
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Anti-corruption developments in

Côte d’Ivoire
OVERVIEW
In the first three decades following independence, Côte d’Ivoire 
experienced rapid economic growth, large-scale immigration, 
and relative political stability under the leadership of its first 
and long-time president, Felix Houphouet-Boigny.1 Following 
the death of former President Houphouet-Boigny in 1993, the 
political scene changed rapidly, resulting in political infighting, 
often on ethnic lines.2 In 2010, after almost 20 years, and two 
coups, the country elected current President Alassane Ouat-
tara.3 The election that brought President Ouattara to power, 
however, was plagued with low voter turnout and post-elec-
tion violence that was responsible for the deaths of more than 
3,000 civilians.4 Nonetheless, President Ouattara was re-
elected to a second term in 2015 – the beginning of what has 
become a period of reconstruction and reconciliation.5

In the period since President Ouattara assumed power,  
his administration has pursued economic reforms and has 
striven to improve his nation’s business environment.6 These 
changes have resulted in what is now one of the fastest grow-
ing economies on the African continent, with a 7.6 percent 
growth rate in 2017 and with a forecasted rate of 7 percent for 
2018 and 2019.7 

Despite the economic promise, tension and resulting violence 
still persist, especially in the economic capital of Abidjan.8  
Insecurity in Abidjan is also the product of an increase in street 
gangs, commonly made up of adolescents, who contribute to a 
range of corruption issues, often in the form of petty bribery 
that affects the daily lives of many Ivorians.9

CORRUPTION IN CÔTE D’IVOIRE
Corruption in Côte d’Ivoire comes in several forms: petty brib-
ery in government bureaucracy, lack of transparency in public 
procurement, nepotism, and smuggling. Each variety presents 
challenges for domestic and foreign businesses and investors.

Transparency International, a global corruption watchdog, 
ranked Côte d’Ivoire 103rd least corrupt of 180 countries in 
its 2017 Corruption Perceptions Index.10 Côte d’Ivoire’s raw 
score, based on a scale of 0 to 100, where 0 is highly corrupt 
and 100 is very clean, was 36, below the global average of 
43.11 Côte d’Ivoire shares its score with Mongolia, Tanzania, 
and Bahrain, and places below other countries in the region 
including Benin (39), Burkina Faso (42), Senegal (45), and Sao 
Tome and Principe (46).12 But Côte d’Ivoire has made steady 
improvements in the years since President Ouattara came to 
power. From 2013 to 2017, Côte d’Ivoire increased its score by 
nine points, moving from 27 to 36.13 Nevertheless, of 1,200 Ivo-
rians polled in the Afrobarometer 2016/2018 Corruption poll,  

25 percent found that, generally, in 2017, corruption increased 
in the country, while another 24 percent found that the level of 
corruption had stayed the same.14

Petty corruption remains pervasive throughout Côte d’Ivoire 
and, in the business context, is generally encountered in the 
form of bribes paid to public officials in connection with cus-
toms, taxes, permits, and other regulations.15 Domestically, 
survey results from the Afrobarometer 2016/2018 poll, a bien-
nial survey of citizens in African nations, reveal that 44 percent 
of Ivorians believe that local government officials are involved 
in some form of corruption.16 Of those citizens who have at-
tempted to access documents or receive a government permit, 
31 percent reported that they have had to pay a bribe to govern-
ment officials at least once.17 For those who have interacted with 
the criminal justice system, 28 percent reported that they have 
had to pay bribes for police assistance, 46 percent reported that 
they have had to pay a bribe to avoid a problem during a police 
encounter, and 42 percent found that it was very likely that a 
wealthy citizen could avoid going to court by paying a bribe.18

For foreign investors and businesses, the Ivorian public 
procurement process presents several obstacles. According to 
the World Bank survey in 2016, 25.3 percent of firms surveyed 
reported at least one bribe payment request, and more specifi-
cally, 35.7 percent reported an expectation that gifts be given 
to secure a government contract.19 Most shocking is that 73.6 
percent of firms identified corruption as a major constraint on 
their business practices – an above average figure compared to 
41.5 percent in Sub-Saharan Africa and 32.8 percent among 
all countries.20 The procurement process lacks transparency, 
with 80 percent of public procurements in 2013 awarded 
without competitive bidding.21

Nepotism and smuggling also remain major issues in Côte 
d’Ivoire. The appointment of civil servants, while officially the 
result of transparent, merit-based processes, is, in practice, 
based on loyalty and personal relationships, and on political 
and regional affiliations.22

Smuggling also remains a critical issue due to Côte d’Ivoire’s 
significant quantities of cacao, gold, and diamond resources.23 
These commodities are frequently sold through illegal black 
markets rather than officially approved channels, with govern-
ment officials frequently turning a blind eye to the issue.24

CURRENT ENFORCEMENT REGIME
Since independence, Côte d’Ivoire has passed limited legisla-
tion in an effort to combat corruption, yet has created many 
accompanying agencies to enforce the current anti-corruption 
laws. Nonetheless, the current laws lack transparency and 
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many of the agencies lack the financial means to effectively 
rein in corruption.

On the international stage, Côte d’Ivoire has ratified the 
United Nations Convention against Corruption (UNCAC), 
which provides an international framework to combat “prob-
lems and threats posed by corruption to the stability and secu-
rity of societies.”25 Côte d’Ivoire is not, however, a party to the 
Organization for Economic Co-operation and Development 
(OECD) Anti-Bribery Convention.26

The current domestic anti-corruption laws are principally 
found in Côte d’Ivoire’s Penal Code. Specifically, the law pro-
vides that those who attempt to obtain special favor in em-
ployment, business, government distinction, compensation, or 
other profit-making activities are subject to imprisonment in 
addition to a monetary fine.27 The Penal Code also provides 
that accomplices and participants shall be charged under the 
same laws and receive the same punishment as those princi-
pally charged under the anti-corruption statutes.28 

Domestic enforcement of the anti-corruption statutes is the 
responsibility of several agencies and task forces. The High Au-
thority for Good Governance (HABG) was established in 2013 
and began work in 2014, and was designed as an independent, 
administrative authority tasked with fighting corruption.29 The 
HABG is also charged with creating a national strategy and 
campaign to combat corruption.30 The effectiveness and inde-
pendence of the HABG, however, have been questioned due to 
its connection to, and oversight by, President Ouattara.31

In order to combat issues arising from the public procure-
ment process, the National Agency for Regulation of Public 
Procurement (ANRMP) was created in 2009, and conducts 
audits of government ministries and departments to ensure 
compliance with national procurement regulations.32 The 
ANRMP has the authority to ban businesses from applying 
for government projects and, since 2014, has banned a total 
of 36 businesses.33

To combat specific abuses of the country’s public finances, 
the Inspector General of Finance (BLC) is a specialist unit 
within the Ministry of Economy and Finance and is supported 
by a Court of Auditors that exercises authority and scrutiny 
over public finances.34 The BLC, however, suffers from limited 
authority outside of public finances, and the Court of Audi-
tors, tasked with publishing annual audit reports of the na-
tion’s finances, is often late in releasing the reports.35 

Lastly, the Financial Intelligence Unit (CENTI-CI), is a 
specialized task force in the Ministry of Finance, and is re-
sponsible for receiving and analyzing reports of suspicious 
banking and other non-financial activity, ultimately to pro-
vide information to law enforcement bodies.36 Unfortunately, 
the judiciary, charged as the forum in which violations of cor-
ruption crimes are prosecuted, and formally distinct from oth-
er governmental entities, is, in practice, subordinate to the ex-
ecutive and is subject to executive intervention.37 In addition, 
the judiciary chronically suffers from inadequate resources.38

RECENT MAJOR ENFORCEMENT ACTIONS OR SCANDALS
Due to the pervasive nature of corruption in Côte d’Ivoire, 
cases of corruption are often not taken seriously and rarely 
prosecuted.39 In the last several years, only a few noteworthy 
cases have been prosecuted.

First, from 2008 to 2009, the BLC and CENTI-CI inves-
tigated a private entrepreneur working with four Ministry of 
Health officials.40 The entrepreneur and officials were tasked 
with the maintenance of a government program to strengthen 
the Ivorian health system, however, were suspected of embez-
zling nearly USD $400,000.41 The five individuals were ulti-
mately prosecuted and convicted.42

Most recently in 2018, an ongoing investigation into im-
ported vehicles revealed several billion francs in unpaid taxes 
on many vehicles owned by Ivorian celebrities and politi-
cians.43 The investigation has so far revealed that false state-
ments were made on customs forms for hundreds of luxury 
vehicles imported into the country.44 Former President Henri 
Bédié was exposed as the owner of two imported vehicles at 
issue, although his spokesperson argues he was unaware of the 
lack of payment on a Range Rover and Volvo.45 While almost 
a dozen persons of interest have been arrested, the Ministry of 
Justice has yet to comment on the charges or scandal.46

Scandals have also impacted foreign companies seeking 
to do business in Côte d’Ivoire. In 2013, the Ivorian govern-
ment was criticized after awarding a contract to construct a 
container port in Abidjan to a French company after a Swiss 
company had presented a lower bid.47 The incident revealed 
several grievances from foreign companies – central of which 
is the continued government practice of proactively approach-
ing specific companies for projects rather than using a com-
petitive bid process.48

Lastly, on a more political note, the country enacted a 
new constitution in 2016, which has served as the basis for 
current President Ouattara’s possible run for a third term.49 
Under the former constitution, and the new, the president is 
limited to two terms; however, President Ouattara has stated 
that his first two terms fall under the former constitution, and 
if he were to run for a third term, it would legally be his first 
under the new constitution.50 While President Ouattara has 
stated that peace and stability come first, there is fear that 
a third term could inflame tensions that remain from the  
2010 election.51

RECENT UNITED STATES ENFORCEMENT EFFORTS
Over the past decade, the United States has pursued only a 
few Foreign Corrupt Practices Act (FCPA) investigations and 
enforcement actions in Côte d’Ivoire.

In early 2010, the U.S. Department of Justice (DOJ) an-
nounced it had reached a settlement with Daimler AG and 
three of its subsidiaries to pay USD $93.6 million in penalties 
resulting from FCPA violations.52 As part of the settlement, 
Daimler AG’s Russian and German subsidiaries each pleaded 
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corrupt. 57Id. 58Id. 59Id.

CONCLUSION
As Côte d’Ivoire emerges from decades of political turmoil, 
its promising economic growth ensures its place as an attrac-
tive investment opportunity for regional and global businesses 
alike. On the other hand, continued corruption in the form of 
petty bribes and ambiguous procurement practices, coupled 
with some political uncertainty, threaten the country’s poten-
tial for investment.

Although the government has improved its standing in 
the Transparency International Corruption Perceptions In-
dex over the last several years—likely the product of several 
new agencies and task forces to combat corruption—there is 
legitimate criticism that these institutions are not adequately 
funded nor independent, and may be overtly controlled by the 
executive branch. The United States’ few FCPA enforcement 
actions have shown that it will investigate when there appears 
to be large-scale corruption. Ultimately, investors and busi-
nesses must proceed with caution and avoid becoming entan-
gled in the normal payouts to government officials as they seek 
government contracts, permits, and licenses in Côte d’Ivoire.

guilty to violations of the FCPA’s anti-bribery provisions.53 
Specifically, the violations stemmed from a long-standing 
Daimler AG practice to secure contracts with government 
customers for the purchase of Daimler vehicles through the 
use of payments to foreign government officials worth tens of 
millions of dollars.54 The systematic use of payments to secure 
contracts was not only practiced in Côte d’Ivoire, but also in 
21 other countries throughout the world.55

In late 2010, the DOJ reached another settlement with Al-
catel-Lucent S.A. and three of its subsidiaries to pay USD $92 
million to resolve an FCPA investigation into Alacatel S.A. 
sales practices prior to its merger with Lucent Technologies, 
Inc.55 As part of the agreement, three of Alcatel’s subsidiar-
ies pleaded guilty to violations of the anti-bribery, books and 
records, and internal controls provisions of the FCPA.57 Spe-
cifically, Alacatel S.A. used third-party agents to serve as con-
duits to send payments to foreign government officials in an 
attempt to secure government contracts.58 While Alcatel S.A.’s 
practices were global, the FCPA violations in Côte d’Ivoire 
stemmed from the hiring of these third-party agents.59
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Anti-corruption developments in

Ethiopia
OVERVIEW
A decade of rapid growth has enabled Ethiopia to become “Af-
rica’s fastest growing economy.”1 Ethiopia has held this title 
for “most of the past decade” due to its average growth rate 
of about 10 percent per year.2 Addis Ababa’s ability to sustain 
this progress and to draw in much-needed foreign capital will 
depend, in part, on its ability to combat corruption. 

A 2012 report indicates Ethiopia’s newer investment areas, 
such as telecommunications and pharmaceuticals, pose the 
highest risk of corruption.3 According to the Business Anti-
Corruption Portal, corruption pervades various sectors of the 
economy, including government land grants and contracting.4 
As of 2011, over one-third of Ethiopia’s population lived “in 
extreme poverty.”5 Effective anti-corruption controls will help 
create a favorable climate for foreign investors and will ensure 
that any economic growth benefits the entire population, not 
just the powerful. 

Ethiopia’s government is highly centralized and has his-
torically maintained tight control over the economy.6 The 
Economist stresses that a true free-market, liberal democracy 
is “a long way off.”7 Although Ethiopia has expanded private 
investment, “[t]elecommunications, power transmission and 
distribution, and postal services . . . are closed to the private 
sector entirely.”8 Even in sectors where private investment is 
allowed, foreign investors may be barred. Ethiopia prohib-
its foreign investment in a number of key sectors, including 
“banking, insurance, and financial services.”9 

Despite its traditionally state-dominated model, Ethiopia 
is beginning to open up its economy. From 2011 to 2015,10 
Ethiopia instituted the Growth and Transformation Plan 
(GTP I), which sought to foster “broad-based” development, 
in part by expanding the agricultural and manufacturing sec-
tors, and developing the road network.11 Although Ethiopia 
did not achieve all of its GTP I goals, the program is seen as a 
success, considering the progress that was made in “real GDP 
growth, infrastructure development, social development and 
capacity building.”12 In 2016, the country embarked on a sec-
ond Growth and Transformation Plan (GTP II), which seeks 
to increase the country’s growth rate “with the objective of 
achieving middle income status by 2025.”13 Specifically, GTP 
II will look to further expand the manufacturing sector and 
“continue expanding physical infrastructure through public 
investments.”14 Ethiopia is striving for an 11 percent average 
GDP growth rate.15 “GTP II includes incentives for interna-
tional investors,”16 and Chinese investors in particular have 
seized the opportunity to invest in Ethiopia’s new economy.17 
The U.S. Department of State has commented that Ethiopia 

will need increased foreign capital in order to meet its eco-
nomic goals,18 but recent political turmoil has threatened the 
attractiveness of investing in its economy.19

The service industry is Ethiopia’s largest sector, compris-
ing around 42 percent of GDP, though the vast majority of 
workers are still employed by the agricultural sector.20 Addis 
Ababa is attempting to increase its manufacturing industry, 
particularly in the textile and agricultural sectors.21 The gov-
ernment will also be investing in renewable energy to expand 
its power generation. 22

Potential returns on investment in Ethiopia are huge. How-
ever, caution should be taken considering Ethiopia’s “limited 
competitiveness, . . . underdeveloped private sector, and politi-
cal disruption.”23 Corruption is an important factor to con-
sider when looking at opportunities in Ethiopia. 

CORRUPTION IN ETHIOPIA
Corruption is a significant problem in Ethiopia, but is less 
pervasive than in comparable low-income nations.24 In 2017, 
leading anti-corruption organization Transparency Interna-
tional ranked Ethiopia the 107th least corrupt of 180 coun-
tries on its Corruption Perception Index (CPI), with an overall 
score of 35 out of 100.25 Although Ethiopia is perceived as 
being considerably less corrupt than its neighbors (Somalia is 
in last place on the CPI, with South Sudan second to last),26 
experts still consider corruption to be a significant issue in the 
country.27 According to the 2017–2018 Global Competitive-
ness Report, corruption is the second most problematic factor 
for doing business in Ethiopia, behind only foreign currency 
regulation.28 Likewise, 29 percent of Ethiopians surveyed in 
2013 felt business was corrupt to extremely corrupt, and 35 
percent held similarly pessimistic views regarding civil ser-
vants and public officials.29 Some have also expressed concern 
that Ethiopia’s recent economic growth could exacerbate cor-
ruption issues.30 

There is significant corruption in land administration and 
the bureaucracies surrounding licensing and permitting.31 The 
Business Anti-Corruption Portal explains that “[t]here is no 
right to private ownership of land” in Ethiopia, because “all 
land is owned [and leased] by the state.”32 Laws and regula-
tions surrounding land distribution are unclear and arbitrarily 
enforced by public servants with little accountability, making 
it “nearly impossible to get a plot of land without bribing city 
administration officials.”33 Public officials also reportedly may 
abuse the system to enrich themselves and their allies.34 Fur-
ther, officials frequently require bribes during the permitting 
process.35 Corruption is so prevalent that “[h]alf of all com-
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panies expect to give gifts when applying for a construction 
permit.”36 

Some Ethiopians charge that international companies ben-
efit from corruption because the government strips land from 
the locals in order to appease international entities.37 This has 
led to “[c]onflicts between international investors and local 
communities.”38 Accordingly, the Business Anti-Corruption 
Portal urges international entities to investigate “the attitude 
of local communities before making an investment.”39 

CURRENT ENFORCEMENT REGIME
Ethiopia has a comprehensive legal framework against corrup-
tion.40 However, despite the strength of its laws, enforcement 
remains a problem and authorities have failed to effectively 
control institutionalized political favoritism or petty bribery.41 

On paper, Ethiopia has relatively strong anti-corruption 
laws.42 Ethiopia has criminalized both offering and receiving 
a bribe, and bribing any foreign official.43 Additionally, the 
Criminal Code includes a variety of provisions prohibiting 
extortion, use of “public resources for private gain,” money 
laundering, organized crime, or attempted corruption.44 Some 
legal protections are afforded for those who blow the whistle 
on corruption activities in the public sector, but there are no 
protections for private sector whistleblowers.45 All public of-
ficials and employees are required to register their personal 
wealth and are restricted from receiving gifts.46 As of 2015, 
nearly 100,000 federal employees, including the prime minis-
ter and president, had registered with the federal system.47 In 
theory, the public may view these disclosures, but in reality, 
access is limited.48 

Enforcement of anti-corruption laws is driven by the 
Federal Ethics and Anti-Corruption Commission (FEACC), 
which was established in 2001 in an effort to “prevent[], 
investigat[e], and prosecut[e] corruption in public offices and 
public enterprises.”49 The FEACC is a federal entity that “is 
accountable to the Prime Minister,” although there are also 
regional equivalents that operate at the local level.50 From 
2009–2013, these anti-corruption entities investigated 12,627 
cases, and earned 4,305 convictions.51 The FEACC, in par-
ticular, won 19 out of the 20 “active bribery” cases it brought 
to court from 2010–2013.52 However, it only earned 13 con-
victions out of the 66 “passive bribery” cases it brought to 
court during that time period.53 In addition to investigating 
corruption, the FEACC focuses on anti-corruption education 
and spreads awareness using written media, formal trainings, 
and radio programming.54

Although the FEACC has improved the anti-corruption 
mechanisms in Ethiopia, the European Commission has char-
acterized the entity as “under-staffed” and noted its lack of 
relationship with civil society.55 Moreover, there is a gap be-
tween the country’s comprehensive laws and actual enforce-
ment.56 Ethiopia has a 49 out of 100 implementation rating 
from Global Integrity,57 and 39 percent of Ethiopians polled 

in Transparency International’s Global Corruption Barometer 
believed the government’s anti-corruption efforts were either 
ineffective or very ineffective.58 

In August 2017, Ethiopia looked to expand its ability to 
combat corruption with the creation of an anti-corruption 
task force featuring employees from the “FEACC . . . , Fed-
eral Attorney General, Ethiopian Federal Police Commission, 
Addis Ababa Police Commission and Ethiopian Revenue and 
Customs Authority.”59 This task force was formed in the midst 
of a recent, and significant, increase in the number of anti-
corruption arrests.60 It remains to be seen whether the task 
force will improve anti-corruption enforcement in Ethiopia. 

RECENT MAJOR SCANDALS 
Prosecutions for corruption have been on the rise in recent 
years. In 2013, the FEACC arrested Melaku Fenta, the direc-
tor general of the Ethiopian Revenues and Customers Author-
ity (ERCA), on corruption charges, along with his deputy, 
other government officials, and local business leaders.61 The 
group was collectively accused of “tax evasion, auditing irreg-
ularities, misuse of duty free imports, illegal import of cement 
using the prohibited Franco Valuta method and the halting of 
charges and investigations for undue benefits.”62 Fenta was “a 
senior ruling party member” and minister at the time of his 
arrest.63 

In 2017, there was another significant anti-corruption push 
with at least 60 individuals arrested for corruption, including 
“brokers, business people and government officials.”64 Most 
notable was the arrest of State Minister Alemayehu Gujo.65 
Gujo had worked for the Ethiopian Ministry of Finance and 
Economic Cooperation and was charged, along with others, 
with engaging “in fraudulent tender bids, illegal payments to 
brokers and transferring illicit money to private accounts.”66

Despite Ethiopia’s apparent desire to enforce its anti-
corruption laws, in May 2018, the government released over 
130 individuals from police custody who had either been con-
victed or charged with corruption or terrorism.67 Fenta and 
Gujo were within that group of pardoned individuals.68 The 
government stressed that “[d]ropping charges [does not] mean 
that the prisoners [did not] commit the crime . . . [r]ather, the 
decisions were made for the benefit of the government and the 
people.”69 Still, some argue this mass release of individuals 
charged with corruption calls into question the independence 
of the judiciary and threatens the public’s trust in the justice 
system.70

There has also been considerable political unrest in Ethio-
pia over the past four years. Ethiopia declared a state of emer-
gency in 2016 and again in 2018 as the result of political tur-
moil.71 Tensions have been particularly high in the Oromia 
and Amhara regions, home to Ethiopia’s two largest ethnic 
groups.72 These groups charge they have been neglected and 
politically ostracized by the government.73 Border and land 
disputes led to protests in the Oromia region in 2015 and the 
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Amhara region in 2016.74 These protests left over 400 people 
dead and over 10,000 arrested.75 Foreign businesses were also 
attacked in Oromia.76 These developments prompted the gov-
ernment to declare the 2016 state of emergency.77 During this 
time, Human Rights Watch condemned the government for 
using disproportionate force against protesters.78 

In February 2018, former Prime Minister Hailemariam 
Desalegn resigned, and a second state of emergency was im-
posed quickly thereafter.79 The government declared this most 
recent state of emergency because of fears of instability dur-
ing the transition of power; however, others charge the deci-
sion was strictly based on the government’s desire to suppress 
opposing voices.80 The 2018 declaration left Ethiopia “on the 
brink of the biggest political crisis since the communist regime 
was overthrown in 1991.”81 In June, the government ended 
the state of emergency early, after Abiy Ahmed was named 
Prime Minister.82 There is hope that Prime Minister Abiy, who 
is from the Oromia region, will be able to relieve tensions in 
the country.83 

Prime Minister Abiy has already demonstrated his dip-
lomatic abilities by negotiating a peace agreement with Er-
itrea.84 The two countries were at war with one another from 
1998–2000.85 Thereafter, Eritrea and Ethiopia engaged in an 
eighteen year “standoff.”86 Yet, Prime Minister Abiy was able 
to establish peace with Eritrea within his first four months in 
office.87 This peace agreement will likely bring stability to the 
region, provide Ethiopia access to the Red Sea, and further 
boost Ethiopia’s economy.88

CONCLUSION
Although relatively less corrupt than some of its neighbors, 
Ethiopia still struggles to effectively combat corruption is-
sues.89 It is “Africa’s fastest growing economy”90 and both 
needs and allows foreign capital.91 Recent unrest has created 
uncertainty for investors,92 but if stability prevails, Ethiopia 
could be an enticing new destination for international inves-
tors.93 If approached with a carefully considered compliance 
strategy, Ethiopia presents an exciting prospect. 
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Anti-corruption developments in

Nigeria
OVERVIEW
Nigeria’s physical, economic, and political footprint make it 
a key power on the African continent. Roughly twice the size 
of California, it has the largest economy and the largest popu-
lation in Africa1 and is one of the world’s major sources of 
crude oil and natural gas.2 In 2016, Nigeria entered into its 
first recession in two decades.3 By the end of 2017, the country 
had begun to exit recession, with GDP growing 0.8 percent.4 
Much of this growth has been driven by recovering oil produc-
tion and agriculture, however, and non-oil, non-agricultural 
economic activity has continued to contract.5 Recovery still 
appears fragile.6 Prior to the recent recession, Nigeria’s econo-
my was predicted to become one of the world’s ten largest by 
the year 2050,7 with 5.4 percent average annual GDP growth, 
the world’s highest growth.8 Nigeria’s economic prospects 
reflect its ongoing transformation into a diversified modern 
economy since the discovery of oil in the 1970s. While Nige-
ria’s growth historically has been supported by oil revenue, 
its future growth hinges on economic diversification.9 Sectors 
with upside potential include agriculture, infrastructure, and 
manufacturing.10 At least one major U.S. company has shown 
a significant interest in investing in Nigeria’s railways.11 While 
the last census was over a decade ago, estimates put Nigeria’s 
population at around 190 million people.12 Almost one in five 
sub-Saharan Africans is Nigerian.13 The country is experienc-
ing a population boom, and is expected to surpass the United 
States to become the third most populous nation in the world 
by 2050.14 Politically, Nigeria has stabilized in recent years 
following the end of a 16-year military dictatorship and the 
adoption of a new constitution in 1999.15 Although fraught 
with ethnic and religious tension, Nigeria is experiencing 
its longest period of civil rule since gaining independence in 
1960.16 Notably, the country witnessed its first-ever peace-
ful democratic transition of power after outgoing President 
Goodluck Jonathan conceded the March 28, 2015 election to 
his challenger, Muhammadu Buhari.17 

Buhari, who lost three consecutive general elections, de-
feated incumbent President Jonathan in March 2015, riding a 
wave of popular support for a promised crackdown on corrup-
tion and lawlessness.18 President Buhari comes from a military 
background and briefly served as president after a coup in the 
mid-1980s. During that short time in office, he developed a 
reputation as an incorruptible disciplinarian, though he was 
ousted from the presidency for his perceived economic fail-
ures. Twenty years later, Nigerians looked to President Buhari 
to champion anti-corruption efforts,19 tackle poverty reduc-
tion, and make progress in the fight against the terrorist orga-

nization Boko Haram.20 Buhari has announced his intent to 
run for reelection in February 2019.21 

Recent concerns regarding President Buhari’s health have 
raised questions about his continued ability to lead the country. 
In January 2017, he spent seven weeks in London seeking medi-
cal treatment for an unknown illness, and he returned to the UK 
for treatment in early May 2017.22 In the interim, Vice-President 
Yemi Osinbajo took on the role of acting president, and was 
praised for his handling of the current economic downturn.23 
Though he has returned to an active role, Buhari was reported 
to have visited London two more times in 2018 to meet with his 
doctor.24 And the opposition party has sought to use Buhari’s 
refusal to disclose details about his health against him.25 

As detailed in the section below,26 the Nigerian anti-cor-
ruption agency, the Economic and Financial Crimes Commis-
sion (EFCC), has arrested officials on suspicion of corruption 
with notable regularity during the Buhari administration. 
Commentators have praised the regime’s anti-corruption ef-
forts for making genuine headway.27 Reform of the oil industry 
has been at the top of President Buhari’s agenda. Corruption 
has historically been rampant in the industry and has deprived 
Nigerians of billions of dollars in would-be state revenues.28 
One of President Buhari’s first acts in office was the appoint-
ment of Emmanuel Kachikwu as the new managing director 
of the Nigerian National Petroleum Corporation (NNPC).29 
Kachikwu in turn replaced the heads of every NNPC subdivi-
sion.30 President Buhari also appointed himself oil minister, 
refusing to entrust anyone else with the post.31

President Buhari has also mandated reforms within his 
own cabinet. He reduced the compensation packages for new 
cabinet members and strictly curbed the size of the traditional 
entourage of advisors and assistants on the government pay-
roll.32 Nevertheless, the recent economic downturn threatened 
President Buhari’s agenda, most immediately his anti-poverty 
goals.33 In January 2016, the price of oil reached its lowest 
point since 2003, hitting export-dependent producers like Ni-
geria especially hard;34 oil prices rebounded somewhat in 2016 
and into 2017, but have not reached the USD $90–$100 per 
barrel mark common before a 2014 price crash.35 With around 
70 percent of Nigeria’s budget supported by oil revenue, the 
downturn in oil prices forced President Buhari to scuttle his 
ambitious plan to raise government spending by 20 percent.36 

President Buhari was also unable to deliver the state invest-
ment in the economy and infrastructure promised during his 
campaign.37 In April 2016, government revenue reached its 
lowest point in five years and local states struggled to pay pub-
lic servants’ salaries,38 a problem that continued into 2017.39 
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Recent economic reform attempts may also be imped-
ed. The government published an Economic Recovery and 
Growth Plan (ERGP) in 2017, which seeks to achieve econom-
ic diversification and improve macroeconomic stability, social 
infrastructure, and governance.40 Reforms under the ERGP 
have resulted in some improvements to Nigeria’s latest World 
Bank “Doing Business Ranking.”41 However, further achieve-
ments are expected to be delayed by political jockeying in the 
lead up to the 2019 elections.42 

In addition to tackling corruption, President Buhari prom-
ised Nigerians progress against the militant Islamist group 
Boko Haram. Since its formation in 2002, Boko Haram has 
mounted dozens of brutal attacks, killing thousands of Ni-
gerians.43 The violence and instability has displaced an esti-
mated 1.8 million Nigerians internally and has forced close to 
200,000 into neighboring countries.44 The militant Islamist 
group has committed widespread human rights violations, in-
cluding extrajudicial killing, rape, kidnappings, and the use 
of child soldiers.45 Despite successes in reclaiming territory 
previously controlled by Boko Haram, northeast Nigeria in 
particular continues to be plagued by violence.46 On April 14, 
2014, almost 300 female students were kidnapped from their 
boarding school in the village of Chibok.47 On October 13, 
2016, 21 of the girls were freed as part of negotiations be-
tween the Nigerian government and Boko Haram.48 Boko Ha-
ram released 81 more Chibok girls in May 2017, in exchange 
for the release of five militant leaders.49 And in February 2018, 
Boko Haram abducted another 110 girls.50 Many of the girls 
have been released, but many are still being held.51 

Beyond uncertain economic recovery and the continued 
challenge of Boko Haram, other militant activity,52 piracy, and 
crime53 also threaten Nigeria’s stability.54 Beginning in Febru-
ary 2016, two groups of southern Nigerian militants calling 
themselves the Niger Delta Avengers and the Greenland Jus-
tice Mandate targeted Nigeria’s oil production, exacerbating 
the effect of low oil prices on Nigeria’s economy.55 At their 
height in 2016, attacks on pipelines and oil facilities reduced 
Nigeria’s oil production by one third.56 And militant attacks 
on civilians, such as the June 2018 attack by suicide bombers 
and rocket-propelled grenades that killed 31, are putting pres-
sure on President Buhari’s reelection campaign. Other serious 
and continuing challenges for Nigeria include poverty, limited 
infrastructure, health risks, and violence. 

CORRUPTION IN NIGERIA
International experts view Nigeria as one of the world’s most 
corrupt countries. In 2017, Transparency International, a 
global corruption watchdog, rated Nigeria 148th most corrupt 
of 180 countries, and 32nd most corrupt of 49 countries in sub-
Saharan Africa.57 A 2014 World Bank survey found that over 55 
percent of private sector firms in Nigeria expected to give gifts 
to public officials “to get things done,” whereas only 24 percent 
had the same expectation in sub-Saharan Africa generally.58  

Nearly 45 percent of firms identified corruption as a “major 
constraint.”59 In 2016, Nigeria achieved only a thirteenth per-
centile ranking on the World Bank’s Control of Corruption 
index, which measures how likely public officials are to abuse 
their power for personal financial benefit.60 The Heritage 
Foundation, in its 2018 Index of Economic Freedom, noted 
“rampant corruption and … impunity remains widespread 
at all levels of government.”61 It rated Nigeria’s government 
integrity 14.4 out of 100 (higher numbers indicate greater in-
tegrity).62 Only Venezuela ranked lower for government integ-
rity.63

Nigeria is also near the bottom of the United Nation’s Hu-
man Development Index, ranking 152nd of 185 countries in 
the 2016 Human Development Report.64 Though Nigeria’s per 
capita gross national income based on purchasing power par-
ity has more than doubled since 2003,65 it still ranks behind 
11 other nations on that metric in sub-Saharan Africa alone.66 
Mismanagement and corruption by Nigerian political, eco-
nomic, and military leaders are largely to blame,67 and corrup-
tion continues to plague the country despite the Buhari admin-
istration’s increased reform and oversight efforts.68 The World 
Bank’s ex-vice-president for Africa estimated in 2007 that 
the country’s leaders had either misappropriated or wasted 
USD $400 billion in oil revenue since the country’s indepen-
dence in 1960.69 In a 2016 report, Nigeria’s auditor-general 
estimated that the state-owned Nigerian National Petroleum 
Corporation (NNPC) had “‘failed to pay’ about USD $16 bil-
lion in revenue owed to the state’s treasury,” though some of 
that shortfall was likely due to pipeline leaks.70 And in March 
2018, the head of the Nigeria Extractive Industries Transpar-
ency Initiative (Neiti), an agency tasked with auditing the Ni-
gerian oil industry, said that NNPC has failed to explain what 
it did with at least USD $22.7 billion over a 15-year period.71

The import and subsidy of refined fuel is one of the many 
hot spots for corrupt transactions in the energy industry. Dis-
tributors purchase fuel on the international market and trans-
port it to Nigeria where it is sold at an artificially low price. 
The government pays distributors the difference between in-
ternational and local rates,72 but because payment from the 
government is often delayed, there is an incentive to provide 
“grease payments,” or bribes intended to speed the process.73 
Distributors may also misrepresent the amount of fuel actually 
imported or collect a double subsidy by “importing” a ship-
ment of fuel twice.74 Bribery is also common in the opaque 
licensing process for oil exploration and production rights, in 
the award of state contracts to develop refinement and trans-
portation infrastructure, in the government’s sale of oil to 
exporters, and in the numerous interactions with customs of-
ficials that occur when a foreign contractor brings in goods, 
equipment, and workers for a development project.75

Beyond the bribery and graft associated with high-stakes 
oil contracts, companies—either directly or through subsid-
iaries and intermediaries operating in Nigeria—may run afoul 
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of the Foreign Corrupt Practices Act (FCPA) or the U.K. Brib-
ery Act. To avoid complicated procedures and governmental 
inefficiencies, companies often employ local agents to access 
government records, obtain official documents, and to apply 
for basic operating licenses or certificates. Unfortunately, it is 
equally common for these local agents to sidestep waiting lists 
and bureaucratic procedures by making cash payments to low-
level Nigerian public servants with whom they have cultivated 
long-standing, illicit relationships.76

This culture of corruption goes beyond the oil industry. 
One government minister claimed in 2016 “that 55 people, 
including government ministers and bankers, stole a total 
of 1.34 trillion naira ([USD] $6.8 billion) from public funds 
between 2006 and 2013.”77 Corruption in the government 
agencies tasked with overseeing the construction industry was 
linked to a series of building collapses in 2013.78 A 2010 report 
by Human Rights Watch detailed institutionalized corruption 
at every level of Nigerian government, law enforcement and 
the criminal justice system,79 and the Heritage Foundation’s 
2018 Index of Economic Freedom noted that the judiciary re-
mains “hobbled” by political interference and corruption.80

Routine bribery seriously hinders the Nigerian police 
force’s professional capabilities and presents companies with 
the risk of FCPA violations. Nigerian police regularly seek out 
bribes, and demands for bribes are widely seen as a normal 
part of life.81 Threats, abuse, and violence at the hands of po-
lice forces have made much of the population distrustful of 
police, and complacent about bribery in general.82

CURRENT ENFORCEMENT REGIME
Nigerian law prohibits bribery in the form of offering a Nige-
rian public officer “any property or benefit” in exchange for 
an act or omission.83 Bribery of a public official is punishable 
by up to seven years in prison.84 Although Nigeria has shown 
its willingness to pursue foreign companies and their officials 
who operate within Nigeria’s borders,85 it does not appear that 
the extraterritorial reach of the statute has been clearly estab-
lished by statute or court decree.

Nigeria has vested two principal anti-corruption agencies 
with the power to combat bribery and other corrupt activity. 
The key agency is the Economic and Financial Crimes Com-
mission (EFCC), established in 2002 and amended by the Eco-
nomic and Financial Crimes Commission (Establishment) Act 
of 2004 (EFCC Act).86 The EFCC Act created a commission 
staffed by a dedicated chairman as well as by the governor of 
the Nigerian Central Bank, representatives from the Minis-
tries of Justice, Finance, and Foreign Affairs, other mid-level 
ministers and their representatives, and four private individu-
als from the financial sector.87 The EFCC has broad power 
to investigate and prosecute “financial crimes,” which are de-
fined in the statute to include bribery.88

Nigeria’s other anti-corruption agency is the 13-member 
Independent Corrupt Practices and Other Related Offences 

Commission (ICPC). The ICPC was created by the Corrupt 
Practices and Other Related Offences Act, 2000.89 The ICPC 
has power to investigate and prosecute violations of the ICPC 
Act, including corrupt offers to—or corrupt demands by—
public officers.90 The ICPC’s other delineated powers suggest 
it was also created to play an advisory and educational role.91

In its first few years, the ICPC had a poor record of pros-
ecutions, in part attributable to a constitutional challenge to 
its enabling statute that paralyzed the agency.92 Perhaps for 
this reason, the Nigerian Senate reestablished the EFCC with 
a broader mandate and overlapping power several years later. 
The EFCC’s broad mandate meant that while the organization 
was not specifically created to tackle public corruption, doing 
so fell within its purview.93 The general ineffectiveness of the 
ICPC also contributed to the EFCC’s broader role.94

The EFCC and ICPC have demonstrated their willingness 
to investigate and charge high-ranking officials in Nigeria. 
The list of those charged includes the former senate president, 
former speaker of the House of Representatives, and the for-
mer inspector general of police.95 In October 2011, the EFCC 
arrested three former Nigerian state governors for allegedly 
abusing their power to divert a total of nearly USD $675 mil-
lion of government money for their personal use. Historically, 
though, the EFCC has failed to follow through with prosecu-
tion after making similar arrests.96 

The EFCC’s failure to successfully carry out many prosecu-
tions is widely attributed to its lack of political independence.97 
Commentators believe that the EFCC fails to secure convic-
tions because it is not interested in combating corruption, but 
in selectively prosecuting political enemies.98 This is further 
evidenced by the fact that many high-profile prosecutions are 
delayed for years, while others are outright dismissed. In early 
2012, a high-profile case against Nigerian suspects involved in 
the USD $180 million Halliburton bribery scandal (discussed 
below) was dismissed by the judge for lack of prosecution by 
the EFCC.99 The EFCC has made efforts to convince the pub-
lic of its political independence, such as by publicizing the con-
victions of two ruling party state governors,100 though it is not 
clear that those efforts are succeeding.

Despite questions surrounding the agencies’ independence, 
anti-corruption enforcement has intensified under President Bu-
hari. During the first year of his term, the Nigerian legislature 
passed the Administration of Criminal Justice Act 2015, aimed 
at accelerating criminal proceedings, most notably in serious 
corruption cases.101 In August 2015, as one of his first acts in 
office, President Buhari appointed a seven-member Presiden-
tial Advisory Committee on Anti-Corruption,102 which has 
already drafted anti-corruption reports, reforms, and legisla-
tion.103 And, in May 2016, a National Prosecution Coordina-
tion Committee was inaugurated “for the effective prosecu-
tion of high criminal cases.”104 As detailed below,105 President 
Buhari’s administration has seen extensive anti-corruption in-
vestigations, arrests, and, increasingly, convictions; the EFCC’s  
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prior to President Buhari’s presidency provided fuel for his 
anti-corruption platform. In early 2014, the Central Bank of 
Nigeria reported that kerosene vendors would purchase fuel 
cheaply from the Nigerian National Petroleum Company, who 
would then bill the Nigerian treasury for the cost of the subsi-
dy, while charging customers full market price.124 The NNPC 
billed the government for the subsidy each month, but news re-
ports eventually revealed that the subsidy was apparently not 
being passed on to poor citizens.125 The subsidy was supposed 
to lower the consumer price to USD $0.25 per liter, but Ni-
gerians instead paid between USD $0.85 and USD $0.97 per 
liter of kerosene.126 The Central Bank estimated that by pock-
eting subsidy benefits meant for customers, a consortium of 
NNPC officials and kerosene dealers collected approximately 
USD $100 million per month.127 Further investigation revealed 
that the kerosene subsidy is not provided for in the country’s 
budget, despite the fact that the NNPC received payments.128 
Nigerian government officials could not account for the dis-
crepancy; Finance Minister Ngozi Okonjo-Iweala stated, “It 
wasn’t budgeted for and that’s all I have to tell you. The sub-
sidy was deducted at source by the NNPC. We didn’t budget 
for it.”129 She asserted that the government required a forensic 
audit to determine what exactly had occurred.130

In 2012, a fuel subsidy scandal was uncovered: Although 
oil accounted for 96 percent of Nigeria’s export receipts in 
2010, the country has developed almost no infrastructure to 
refine petroleum. As a result, Nigeria must import nearly all of 
its useable fuel. In 2014, Nigeria was still spending nearly USD 
$8 billion annually on fuel subsidies. In early 2012, Nigeria’s 
fuel regulator triggered widespread protests when it temporar-
ily stopped the fuel subsidy without warning.131 

The EFCC launched investigations into the Nigerian state 
oil company and Nigeria’s fuel regulatory agency, raiding the 
latter’s offices and carting off evidence of fraud alleged to have 
driven the decision to cease the subsidy.132 The EFCC found 
that high-level officials and business people stole USD $6.8 bil-
lion in public funds intended to subsidize the cost of fuel from 
approximately 2008 to 2011.133 Importers were being paid for 
59 million liters per day, while the country consumed only 
35 million liters per day.134 Further complicating this investi-
gation was the revelation that the parliament member tasked 
with leading the commission was accused of accepting a bribe 
from an oil company in exchange for removing it from the list 
of companies implicated in the scandal.135 From 2012 to 2014, 
there was an immense public outcry for those involved to be 
prosecuted, but the process was slow due to the involvement 
of many of former President Jonathan’s key allies. As of 2014, 
the EFCC had, however, recovered approximately USD $30 
million.136 The EFCC has secured several convictions of indi-
viduals and companies tied to the scandal, but many of those 
cases are still alive on appeal, and others have not reached 
the trial stage. The EFCC was also prosecuting 11 cases in-
volving individuals and corporations tied to the scandal.137  

spokesperson announced in May 2018 that the EFCC had se-
cured over 603 convictions and recovered nearly USD $14 mil-
lion since the beginning of the Buhari administration.106 

Because the EFCC has jurisdiction over customs officials 
and other local officers, it can pursue corrupt individuals who 
might escape the FCPA’s reach.107 But despite its ability to do 
so, Nigeria follows up on American investigations far less than 
other countries. During the years leading up to President Bu-
hari’s election, the United States, the United Kingdom, and 
Germany collected billions in penalties from multinational 
corporations for corrupt practices directed at Nigeria, while 
Nigeria recovered only a small percentage of this amount from 
these same companies for the same conduct.108 Some commen-
tators suggest that Nigeria’s reluctance to take stronger steps 
to enforce its anti-corruption laws against international com-
panies stems from a fear of driving away foreign investment.109 
Others blame its “weak and overburdened judiciary,” as well 
as instances of judicial impropriety.110

RECENT ENFORCEMENT ACTIONS
The EFCC has markedly increased its anti-corruption convic-
tions and asset recovery during President Buhari’s time in of-
fice.111 In September 2015, the president of the Nigerian Sen-
ate, Bukola Saraki, was arrested on charges of holding assets 
unlawfully in a foreign bank account while in public office.112 
While fifteen of those charges against Saraki were dismissed 
by Nigeria’s court of appeal,113 Saraki is currently facing tri-
al on three remaining charges.114 In 2016, Saraki’s situation 
grew even more precarious as documents from the Panama 
Papers tied him to that global corruption scandal.115 In No-
vember 2015, President Buhari ordered the arrest of Sambo 
Dasuki, former President Jonathan’s national security advisor, 
for recent arms procurement fraud totaling over USD $2.1 bil-
lion.116 In April 2016, the EFCC arrested the CEO of Nigeria’s 
Fidelity Bank for his suspected involvement in unlawful finan-
cial transactions in the run-up to the 2015 general elections.117 
Other recent EFCC actions have included charging a Federal 
High Court Judge for failing to disclose USD $260,000 in 
income118 and charging a former minister for accepting the 
equivalent of a USD $2 million bribe in connection with influ-
encing the 2015 election.119 

More recently, in June 2017, the EFCC charged two cor-
porations, Royal Dutch Shell and Eni, the former Nigerian 
Attorney General, Mohammed Adoke, and eight other indi-
viduals in connection with an alleged illicit payment as part 
of the 2011 purchase of an offshore oil block.120 Allegedly, the 
two oil firms paid the Nigerian government USD $1.3 billion 
for the oil block, with the knowledge that the government 
would thereafter transfer most of that money into the private 
accounts of the former petroleum minister, Dan Etete.121 The 
EFCC has noted its desire to have the named defendants, who 
are not in Nigeria, extradited to face trial.122 The global im-
plications of the investigation are discussed below.123 Scandals 
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bribery investigation into the matter by Geneva prosecutors.151 
The company also shut its offices in Geneva, Houston, and 
Aberdeen, explaining at the time that it was closing the offices 
in response to low oil prices rather than the investigation.152 
No imminent action was expected in the U.S. investigations.153

Shell/Eni:  As noted above, Royal Dutch Shell and Italian oil 
company Eni are under investigation both in Nigeria and Italy 
over a murky oil deal in 2011 that saw ownership of a lucrative 
oil block transferred to Shell in return for USD $1.3 billion. 
The oil block at issue, Oil Prospecting License 254 (OPL-245), 
is estimated to contain over 9 billion barrels of crude oil—
enough to power the African continent for seven years.154 The 
oil is estimated to be worth up to USD $1 trillion.155 

Much of the USD $1.3 billion payment made to the Nige-
rian government was redirected to a shell company controlled 
by a former Nigerian oil minister, Dan Etete.156 Nigeria’s gov-
ernment retained just USD $200 million from the deal. Ac-
cording to a report by Global Witness, a corruption watchdog 
group, leaked emails indicate that members of senior manage-
ment at Shell were aware both of Etete’s stake in the shell com-
pany and that the money was likely to be used as a kickback.157 
Italian prosecutors have sought charges against both corpora-
tions over the OPL-245 deal.158 Shell and Eni have repeatedly 
denied any wrongdoing. The two companies are set to be tried 
in Italy, starting in June 2018.159 

There are also outstanding questions about the role that 
British banks and regulators played in the transfer of money 
to Etete. The London branch of J.P. Morgan held the origi-
nal payment on behalf of the Nigerian government, and was 
instructed to transfer the money to a Swiss account allegedly 
owned by Etete.160 The Swiss bank rejected the payment, as 
did the Lebanese bank that was approached as a second op-
tion. Eventually, J.P. Morgan disbursed the payments in two 
USD $400 million blocks to two Nigerian banks.161 J.P. Mor-
gan has acknowledged it knew Etete would benefit from the 
money transfers, but it asserted in legal filings that Britain’s 
Serious Organized Crime Agency, now renamed the National 
Crime Agency, had approved the transfers, and the bank de-
nied negligence.162

Rolls-Royce: In January 2017, the UK Serious Fraud Office 
(SFO) entered into a Deferred Prosecution Agreement (DPA) 
with Rolls-Royce PLC to settle 12 counts of conspiracy to 
corrupt, false accounting, and failure to prevent bribery.163 
Rolls-Royce agreed to pay approximately £497.3 million 
(USD $604.8 million), comprising disgorgement of profits of 
£258.2 million (USD $320.3 million) and financial penalties 
of £239.1 million (USD $296.6 million), to settle the allega-
tions, which stemmed from dealings in Brazil, China, India, 
Indonesia, Malaysia, Nigeria, Russia, and Thailand between 
1989 and 2013.164 The company entered into a DPA with 
the DOJ, paying nearly USD $170 million in criminal penal-
ties.165 It also paid a USD $25.6 million penalty to Brazilian 
authorities.166 One count involved a failure to prevent bribery 

In January 2017, Walter Wagbatsoma, the chairman, and Ada 
Ugo-Ngali, the managing director, of Ontario Oil & Gas Ni-
geria Limited, as well as the company itself, were convicted for 
their part in the subsidy fraud, which amounted to USD $5.3 
million.138 Wagbatsoma and Ugo-Ngali both were sentenced 
to ten years imprisonment, and Ontario was ordered to repay 
USD $2.1 million.139 However, in February 2018, those con-
victions were overturned on appeal. 140 Wagbatsoma is serv-
ing a three-year sentence in the U.K. after a 2017 conviction 
on unrelated money laundering charges.141 Jubril Rowaye and 
his company Brila Energy Limited were convicted in March 
2017, Rowaye was sentenced to ten years imprisonment, and 
the company was ordered to pay USD $2.7 million.142 Other 
prosecutions are ongoing.143 

RECENT GLOBAL ENFORCEMENT EFFORTS
There have been a number of foreign law enforcement ac-
tions or investigations involving corporations doing business 
in Nigeria. In July 2017, for example, the U.S. Department 
of Justice (DOJ) filed a suit to recover USD $144 million in 
assets, including a USD $80 million yacht and a USD $50 mil-
lion Manhattan apartment.144 The assets were allegedly pur-
chased using the proceeds of a scheme to bribe an oil minister 
in return for lucrative oil mining contracts.145 According to the 
DOJ, businessmen Kolawole Akanni Aluko and Olajide Omo-
kore paid for multimillion-dollar properties in London, home 
renovations, and expensive furnishings and artwork as bribes 
to Diezani Alison-Madueke, the former Nigerian minister for 
petroleum resources.146 In exchange, she directed lucrative oil 
production and exploration contracts to their companies, al-
lowing them to earn over USD $ 1.5 billion from selling Ni-
gerian crude oil.147 The two then allegedly used shell compa-
nies and other transactions to launder some of the proceeds 
through the U.S., using some of that money to purchase the 
real estate and yacht involved in the proceedings.148 

The targeted assets, though significant, pale in compari-
son to other ongoing and recent investigations and actions in 
Nigeria. These include (1) Sinopec; (2) Shell/ENI; (3) Rolls-
Royce; (4) Securency; (5) Unaoil; (6) the Panama Papers; (7) 
the EGGS project; (8) the TKSJ joint venture; and (9) Panal-
pina.
Sinopec:  Bloomberg reported in August 2017 that the DOJ 
and the Securities and Exchange Commission (SEC) are in-
vestigating China Petroleum & Chemical Corp. (Sinopec) 
over allegations that its Swiss unit, called Addax Petroleum, 
paid about USD $100 million in bribes to Nigerian officials 
to resolve a USD $4 billion business dispute between Addax 
and the Nigerian government.149 The company was accused of 
funneling money through banks in New York and California 
to the Nigerians to resolve a dispute over drilling and other 
capital costs, tax breaks and a division of royalties between 
Addax and the Nigerian National Petroleum Corporation.150 
In July 2017, Addax paid 31 million Swiss francs to settle a 
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used shell companies to purchase mansions in California. In 
May 2016, a Nigerian court froze Aluko’s assets, which in-
cluded a yacht, two Manhattan penthouses, 132 houses and 
apartments in Nigeria, USD $67 million, 58 cars, and three 
airplanes.187

Unaoil: Unaoil is a Monaco-based firm registered in the Brit-
ish Virgin Islands. Unaoil serves as an intermediary between 
multinational energy corporations and energy-producing 
countries, assisting multinational corporations with obtaining 
contracts.188 In March 2016, an investigation by The Huffing-
ton Post and Fairfax Media disclosed a series of leaked docu-
ments which purportedly show that Unaoil bribed foreign of-
ficials in order to help corporations win contracts.189 Unaoil 
was implicated in corruption around the world—in Africa, 
Central Asia, Eastern Europe the Middle East—and in Nige-
ria.190 Documents reveal that Unaoil’s agent in Nigeria, Ugo 
Bertolotto, emailed Unaoil’s CEO an “exact road path” for 
exerting influence in Nigeria, including sending a list of of-
ficials in state-owned oil companies and providing advice as 
to who wielded political influence.191 In March 2016, the SFO 
launched an official investigation into Unaoil’s practices.192 
While no Nigeria-based activity has been charged, since No-
vember 2017 the SFO has charged six individuals in relation 
to alleged corrupt payments to secure the award of contracts 
in Iraq.193 And in June 2018, the SFO commenced criminal 
proceedings against Unaoil Monaco SAM and Unaoil Ltd.194

The EGGS Project: In 2013, the DOJ concluded a large-scale 
FCPA enforcement action related to the bribing of Nigerian 
officials by Bilfinger SE, a German engineering and services 
company, and Willbros Group Inc. Bilfinger and Willbros 
were partners in a joint venture related to the Eastern Gas 
Gathering System (EGGS) project. The bribes were intended 
to help the joint venture obtain and retain contracts in the 
EGGS project.195 The EGGS project was valued at approxi-
mately USD $387 million.196 The DOJ alleged that the joint 
venture’s bid was inflated by three percent to cover the cost of 
bribing Nigerian officials.197

The DOJ filed criminal charges against three institutions 
and four executives. Bilfinger agreed to pay a USD $32 mil-
lion penalty to resolve these charges and retain an indepen-
dent corporate compliance monitor for 18 months.198 Willbros 
Group Inc. and Willbros International Inc. entered into a de-
ferred prosecution agreement with the DOJ in May 2008 and 
agreed to pay a USD $22 million criminal penalty.199 In April 
2012, the charges against the Willbros entities were dismissed 
on the ground that Willbros had satisfied its obligations under 
the deferred prosecution agreement.200 The DOJ also pursued 
several of Willbros Group’s managers and a former consul-
tant, securing fines and jail time following a 2008 deferred 
prosecution agreement with the company.201

TKSJ Joint Venture: In 2012, Japanese firm Marubeni Corpo-
ration agreed to pay a USD $54.6 million criminal penalty to 
resolve FCPA-related charges for its participation in the TKSJ 

in Rolls-Royce’s energy dealings in Nigeria, including fail-
ing to prevent bribe payments by a Nigerian distributor on 
its behalf to secure business in the Nigerian energy market. 
Rolls-Royce engaged a Nigerian company, named by The Fi-
nancial Times as PSL Engineering and Control, to serve as 
Rolls-Royce’s agent,167 despite previously learning of concerns 
that PSL might bribe Nigerian public officials.168 PSL made 
payments to unnamed public officials, and, in return for the 
payments, Rolls-Royce received confidential bidding informa-
tion, including competitor pricing and technical details, and 
influenced the bid selection process.169 
Securency: In May 2016, a former manager of polymer 
banknote manufacturer Securency International Pty Ltd (Se-
curency)170 was convicted in London on charges of making 
corrupt payments to Nigerian officials.171 The former man-
ager, Peter Chapman, bribed an official at the Nigerian Secu-
rity Printing and Minting PLC in order to secure orders for 
reams of banknote material from Securency.172 According to 
British prosecutors, Chapman’s bribes totaled around USD 
$205,000.173 After a five-week trial, the Southwark Crown 
Court convicted Chapman on four counts and acquitted on 
two under the Prevention of Corruption Act 1906.174 He was 
sentenced to 30 months in jail.175 

At the time of Chapman’s offenses, Securency was partially 
owned by the Reserve Bank of Australia (RBA), who tipped 
off Australian law enforcement to the bribery allegations in 
2009.176 The RBA, in turn, informed the SFO about the mat-
ter.177 In 2010, having received additional assistance with the 
investigation from law enforcement agencies in Nigeria, Bra-
zil, the Seychelles, South Africa, Canada, and Spain, the SFO 
arrested a series of suspects with alleged ties to the scandal.178 
Of those arrested, the SFO charged only Chapman, who was 
extradited from Brazil in 2015.179 

In a related case, the Nigerian Economic and Financial 
Crimes Commission (EFCC) arrested Dr. Charles Soludo, the 
former governor of the Central Bank of Nigeria, for his alleged 
role in the scandal.180 However, the EFCC absolved Saludo of 
all wrongdoing in 2015.181 
Panama Papers: In April 2016, approximately 11.5 million 
documents from the Panamanian law firm Mossack Fonseca 
were leaked to the public.182 These papers documented the cre-
ation through the law firm of offshore bank accounts and shell 
companies by individuals from around the world.183 

While Nigerians were not featured prominently in the 
papers, Nigerian owners of shell companies identified in the 
Panama Papers include oil ministers, senior employees of the 
national oil company, and former state governors.184 As stated 
above, the papers linked the Nigerian Senate President, Bu-
kola Saraki, already on trial for fraud, to undeclared offshore 
assets.185 

The papers also featured a Nigerian oil and aviation mo-
gul, Kolawole Aluko, accused by the Nigerian government of 
cheating them out of USD $1.8 billion in oil revenue.186 Aluko 
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PA-related violations. Switzerland-based global logistics firm 
Panalpina World Transport (Holding) Ltd. and its U.S.-based 
subsidiary, Panalpina Inc., entered into a deferred prosecution 
agreement with the DOJ for its role in the bribery of foreign of-
ficials on behalf of its customers for customs clearance.212 Pan-
alpina agreed to pay a criminal fine of USD $70.5 million and 
USD $11.3 million in disgorgement of profits to the SEC.213

In addition to Panalpina, five of its oil and gas customers 
also resolved charges with the DOJ and SEC for FCPA viola-
tions stemming from bribery of Nigerian officials.214 SNEP-
CO, a Nigerian subsidiary of Royal Dutch Shell, entered into 
a deferred prosecution agreement and agreed to pay the DOJ 
a USD $30 million criminal penalty for charges that it made 
payments to Panalpina knowing the money would be used to 
bribe Nigerian officials to import materials and equipment 
into Nigeria.215 Additionally, SNEPCO settled with the SEC, 
agreeing to pay USD $18.1 million in disgorgement of profits 
and prejudgment interest.216

CONCLUSION
Nigeria’s previously booming economy has been stalled by a 
drastic decline in oil prices, and recovery appears fragile. The 
recession also slowed Nigeria’s President Buhari’s concerted 
efforts to tackle corruption in Nigeria. Despite the economic 
uncertainty, Nigeria remains the largest economy in Africa 
with significant untapped potential. In light of the country’s 
potential investment opportunities, business and investors 
should familiarize themselves with the corruption risks and 
should take prudent steps to minimize exposure.

joint venture, which involved Technip S.A.; Snamprogetti 
Netherlands B.V.; Kellogg Brown & Root, Inc. (KBR); and 
JCG Corporation.202 Between 1995 and 2004, this joint ven-
ture won four contracts to build a liquefied natural gas plant 
on Bonny Island, Nigeria.203 These contracts were valued at 
approximately USD $6 billion.204 As part of a decade-long 
scheme to obtain engineering, procurement, and construction 
contracts, TKSJ paid Marubeni approximately USD $51 million  
with the expectation that those funds would be used to bribe Ni-
gerian officials.205 KBR pled guilty in February 2009 to charges 
related to this scheme and was ordered to pay USD $402 million 
and retain an independent compliance monitor for three years.206 
In addition, KBR and its parent company, Halliburton Company, 
reached a civil settlement with the SEC and jointly agreed to pay 
USD $177 million in disgorgement of profits relating to FCPA vio-
lations.207 Technip S.A. entered a deferred prosecution agreement 
with the DOJ in June 2010 and agreed to pay USD $240 million 
in criminal fines and retain an independent compliance monitor 
for two years.208 Snamprogetti Netherlands B.V. also entered into 
a deferred prosecution agreement with the DOJ in July 2010 and 
agreed to pay a USD $240 million criminal fine and retain an in-
dependent compliance monitor for two years.209 Finally, in April 
2011, the DOJ filed a deferred prosecution agreement with JGC 
Corporation, who agreed to pay a USD $218.8 million criminal 
penalty and retain an independent compliance consultant for two 
years.210 This enforcement action is collectively considered to be 
one of the largest FCPA settlements in history.211

Panalpina: In 2010, six companies settled with the DOJ and 
SEC, the most companies to ever simultaneously settle FC-
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Anti-corruption developments in

South Africa
OVERVIEW
South Africa’s economy has boomed since the end of apart-
heid in the early 1990s. The GDP in purchasing power par-
ity equivalence has increased from USD $235 billion in 19901 
to an estimated USD $767.2 billion in 2017.2 This growth 
presented a significant opportunity for foreign investment.3 
In recent years, however, growth has slowed due in part to 
fears over erratic politics and corruption issues, with the coun-
try entering and exiting its second recession in eight years in 
2017.4 Corruption scandals at the highest levels of government 
have confirmed these fears.5

Corruption is present at all levels of society, with 37 percent 
of 4,962 South Africans surveyed saying they know someone 
who has been asked to pay a bribe in 2017 and 24 percent 
knowing someone who had paid a bribe.6 The government has 
taken a sharp rhetorical stance against corruption, and there 
are various anti-corruption laws and governmental bodies in 
place. Enforcement efforts have been scattered, however, and 
corruption seems to be increasing by some metrics.7

CORRUPTION IN SOUTH AFRICA
Corruption in South Africa comes in several varieties: petty 
bribery, procurement fraud, and high-level corruption. Each of 
these spheres presents its own set of challenges for businesses 
and investors, especially those pursuing government contracts. 
Transparency International (TI), a global corruption watch-
dog, ranked South Africa 71st least of 180 countries on its Cor-
ruption Perception Index. South Africa is tied with Bulgaria 
and Vanuatu, while Oman was ranked slightly less corrupt and 
China was ranked slightly more corrupt.8 South Africa scored 
a 43 out of 100 (100 being a corruption-free state) in 2017, and 
its score has fluctuated between a 42 and a 45 since 2012.9 In 
2015, 79 percent of South Africans surveyed said that their 
government was doing poorly in the fight against corruption, 
with 83 percent saying that corruption levels have increased.10 
14.3 percent of respondents to the World Economic Forum’s 
Executive Opinion Survey said that corruption was the most 
problematic factor for doing business, while 10.2 percent said 
the same about government instability and coups.11

This instability is highlighted by the high-level corruption 
scandals that have recently rocked South Africa. For example, 
ex-President Jacob Zuma of the African National Congress 
(ANC) currently faces 16 criminal corruption charges.12 Scan-
dals surrounding Zuma have also touched on private individu-
als and companies, particularly the wealthy Gupta family and 
how their holdings “plundered” state-owned enterprises.13 
Zuma’s successor, President Cyril Ramaphosa, has taken a 

tough line on corruption, but it remains to be seen how this 
will affect the levels of corruption.14 Only 19 percent of South 
Africans identified the ANC as the party that is most commit-
ted to combatting corruption in South Africa.15

Petty public corruption is also prevalent in South Africa, 
with avoiding traffic offenses being the most common reason 
for paying a bribe.16 The other most common reasons for pay-
ing a bribe are receiving a driving license, getting a job, receiv-
ing a public service such as a pension or a grant, and bribery 
for police matters and criminal charges.17 A survey from 2013 
indicated that 39 percent of individuals who interacted with 
the registry and permit services of South Africa’s Department 
of Home Affairs have indicated that they have paid a bribe.18 In 
a 2018 survey, 77 percent of South African organizations in-
dicated that they have experienced economic crimes or fraud; 
34 percent of these organizations indicated that the crime was 
one of bribery and corruption, while 39 percent indicated that 
the crime related to procurement fraud.19 Additionally, 14 per-
cent of businesses said that bribery and corruption were likely 
to be the most disruptive economic crimes that they would 
experience over the next 24 months, while 13 percent said that 
procurement fraud would be the most disruptive.20

In terms of breakdown, corruption surrounding the pub-
lic procurement tendering process is the sixth most common 
bribe type in South Africa, accounting for six percent of the 
bribes, according to a survey.21 The survey notes, however, 
that it was a general citizens’ survey and the results could be 
very different if it was directed solely at business people.22 
This is borne out in the survey’s breakdown of bribe types 
by income level: those with incomes over 800,000 rand re-
ported that 12 percent of the bribe types they had heard of 
related to public procurement tenders, compared to 4 percent 
for those with an income under 200,000 rand.23 Further, 74 
percent of individuals surveyed perceived public officials and 
civil servants as “corrupt” or “extremely corrupt.”24 Only two 
other categories—political parties and the police—had higher 
perceived levels of corruption.25 South Africa’s recent changes 
to their mining approval system have created regulatory con-
fusion and a backlog of applications, as well as a “very high” 
risk of corruption, according to the Mining Awards Corrup-
tion Risk Assessment tool.26

Obtaining a government contract in South Africa is a com-
plex process due to the Broad-Based Black Economic Empow-
erment (BBBEE) program, which seeks to increase the partici-
pation of the black majority in the national economy. BBBEE 
regulations mandate Codes of Good Practice as well as a scoring 
system.27 Some regulations, for example, require a minimum  
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percentage of the company to be owned by black South Af-
ricans.28 Companies are evaluated on their commitment to 
economic equality and are awarded “empowerment points” 
based on compliance with the Codes of Good Practice. The 
government is required to consider a company’s BBBEE score 
in licensing and procurement contracts, and a company is typ-
ically at a disadvantage if it does not meet BBBEE criteria.29 

The BBBEE program has been criticized for cultivating cor-
ruption in the procurement process through “fronting,” which 
involves appointing black people to token leadership positions, 
diverting benefits away from intended black recipients, and the 
opportunistic use of intermediaries to take advantage of the 
intermediaries’ higher BBBEE status.30 Amendments to the 
BBBEE, effective in 2014 and 2015, made “fronting” a criminal 
offense and established a watchdog to investigate such offenses.31 
Threading the needle between compliance with the BBBEE and 
the Foreign Corrupt Practices Act (FCPA) can be challenging.32

CURRENT ENFORCEMENT REGIME
South Africa has several domestic laws targeting corruption. 
However, their enforcement has been inconsistent thanks in 
part to the nation’s politics. Recent scandals involving ex-Pres-
ident Zuma, however, have drawn these issues into the open.

The centerpiece of South Africa’s anti-corruption legisla-
tion is the Prevention and Combating of Corrupt Activities 
Act 12 (PCCA), passed in 2004.33 It covers corruption in both 
the public and private sectors. It creates a general crime of 
corruption and several specific offenses, including—among 
others—bribery of legislative and judicial officials, improper 
interference with contracts, witness tampering, and improper 
interference with procuring and withdrawing tenders.34 It also 
creates a duty on the part of public officials to report any cor-
rupt act involving more than 100,000 rand.35 The law also 
has some level of extraterritorial jurisdiction over citizens, 
ordinary residents, persons arrested in South Africa for acts 
committed outside of it, entities incorporated in South Africa, 
and any bodies of persons, corporate or unincorporated, in 
South Africa.36

Other relevant laws include the Prevention of Organised 
Crime Act 121 of 199837 and its amendment, the Financial In-
telligence Centre Act 38 of 2001,38 which target money laun-
dering, organized crime, and terrorism; and the Companies 
Act of 2008, which mandates companies to create “social and 
ethics committees” to coordinate company compliance with 
the Organization for Economic Co-operation and Develop-
ment (OECD) anti-corruption initiatives.39

The Protected Disclosures Act 26 (PDA) of 200040 protects 
whistleblowers who report corruption, and the PDA was re-
cently amended in 2017 to expand whistleblower protections.41 
This amendment came after South Africa received criticism 
from the OECD for a lack of practical protection for whistle-
blowers42 because, as with the enforcement of the rest of the 
anti-corruption legislation, enforcement was inconsistent.43 

On the international stage, South Africa is a party to the 
2004 United Nations Convention against Corruption, the 
2005 African Union Convention on Preventing and Combat-
ing Corruption, and the 2007 OECD Anti-Bribery Conven-
tion.44 South Africa has several ongoing investigations into 
allegations of international corruption; however, they have yet 
to prosecute a single case relating to cross-border corruption, 
a weakness for which they have been criticized.45

Enforcement of the anti-corruption legislation is spread 
across a number of agencies. The PCCA gives the National 
Director of Public Prosecutions (NDPP), who is the head of 
the National Prosecuting Authority (NPA), the power to initi-
ate investigations.46 The Public Protector can also investigate 
several offenses listed in the PCCA either by its own initia-
tive or through receiving a complaint.47 The original police 
body responsible for investigations was called the Director-
ate of Special Operations, colloquially known as “the Scor-
pions.” In 2008, however, the Scorpions were disbanded by 
an amendment to the South African Police Service Act and 
replaced with the Directorate for Priority Crime Investigation, 
colloquially known as “the Hawks.”48 The Hawks are consid-
ered less independent and less effective than the Scorpions had 
been.49 When the Hawks took over, the existing cases were 
transferred to various other departments that are involved in 
anti-corruption investigations, including the Organised Crime 
Project Investigation, the Organised Crime Unit, and the 
Commercial Crime Unit.50

A 2014 decision from South Africa’s Constitutional Court 
found that the Hawks were not sufficiently independent and 
that the current legislation needed to be redrafted in order to 
remedy the situation.51 The Court cited the general belief that 
corruption is widespread in South Africa and that an indepen-
dent anti-corruption unit was necessary to fight it.52

RECENT MAJOR SCANDALS
Bribery and corruption scandals in the highest levels of gov-
ernment have plagued South Africa in recent years and may 
account for citizens’ perception that corruption is getting 
worse. Corruption at this level can come in the form of pro-
curement bribery or outright theft of public funds. Estimates 
put the amount of public money lost due to corrupt private 
transfers at the equivalent of between €2.5 and 3 billion each 
year.53 Although the actions range widely in the egregiousness 
of the conduct involved, they include the following examples.

The highest profile of these is ex-President Jacob Zuma. 
Zuma resigned in February 2018 after facing the prospect of a 
no confidence vote in parliament. Soon thereafter, the NDPP 
announced that Zuma would be prosecuted on 16 counts re-
lating to 783 questionable payments Zuma received in connec-
tion to a multibillion-rand arms deal involving Thales Group 
(formerly Thomson-CSF until December 2000), a French mul-
tinational manufacturer.54 The Zuma case arises out of the 
1999 Arms Deal Scandal, which illustrated the pervasiveness 
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of corruption in the central government.55 The scandal began 
with the Strategic Defence Procurement Program, which was 
an effort to modernize South Africa’s military. After award-
ing the contracts to certain contractors, others complained 
that the decision was based on bribes to top decision mak-
ers.56 Zuma was originally charged in 2007, but the charges 
were dropped in 2009. 57 The NPA also plans to charge Thales 
Group in the scandal as well.58

Other government officials have also faced corruption 
charges recently. A judge was recently convicted and sentenced 
to 15 years under the PCCA for taking bribes in connection 
with an extradition proceeding.59 A former commissioner of 
the South African Revenue Service (SARS) also faces an inves-
tigation into his non-compliance with the PCCA’s reporting 
requirements, while another set of former SARS employees 
face corruption charges.60 

A 2018 report into fraud at VBS Mutual Bank, which col-
lapsed in March 2018, recommended that 53 people be held civ-
illy and criminally liable.61 The report alleged that between 2015 
and 2018, the bank’s directors stole R1.8 billion, paid out large 
sums to keep others quiet, and paid bribes to public officials and 
people connected to high-profile individuals, including someone 
close to Former President of South Africa Jacob Zuma.62 

While it has not yet resulted in charges, there are also cur-
rently questions over a multi-billion rand train deal that the Pas-
senger Rail Agency of South Africa (PRASA) entered into for 
trains that were too large for South African tunnels; the head of 
the department failed to follow the proper procedures, and the 
Hawks failed to investigate despite requests that they do so.63

Government officials are not the only target of this inves-
tigation. The wealthy and influential Gupta family currently 
finds itself under investigation for abuses of power, possibly 
even in relation to ministerial appointments.64

RECENT UNITED STATES ENFORCEMENT EFFORTS
Over the past several years, in part due to South Africa’s reluc-
tance to prosecute its own corruption cases, the United States 
has pursued several Foreign Corrupt Practices Act (FCPA) in-
vestigations and enforcement actions in South Africa.

In the late 2000s, both the Department of Justice (DOJ) 
and the Serious Fraud Office (SFO) in the United Kingdom 
investigated BAE Systems—one of the defense companies be-
hind the bribery payments in South Africa’s arms deal scan-
dal.65 BAE was investigated for allegations of bribery and im-
proper accounting not only in South Africa, but also in other 
countries across the world. These actions arose out of BAE 
making questionable payments to win government contracts 
for providing military hardware. The sprawling investigation 
eventually resulted in BAE pleading guilty and paying penal-
ties in both the U.S. and the U.K., though not for FCPA viola-
tions.66 In the U.S., BAE pled guilty to knowingly and willing-
ly making false statements to U.S. government agencies about 
its FCPA compliance program and paid USD $400 million in 

penalties;67 in the U.K., the company pled guilty to accounting 
violations related to activities in Tanzania and paid USD $50 
million in penalties.68 

In 2017, the Securities Exchange Committee (SEC) pur-
sued Alere, Inc. for activities partially occurring in South 
Africa in which executives at Alere’s subsidiaries violated the 
company’s accounting procedures in order to misreport their 
revenue.69 Specifically, Alere’s South African subsidiary ex-
ecuted contracts with distributors that contained a “Retention 
of Title” clause that stated that Alere retained title to its prod-
ucts until payment was received in full. Alere was precluded 
from recognizing this revenue under GAAP until they received 
payment; however, Alere continued to recognize that revenue 
upon delivery of their product, resulting in inappropriate early 
reporting of USD $86 million in revenue.70 The SEC and Alere 
settled the case in September of 2017 for USD $13 million in 
sanctions.71

In 2016, the SEC accused Och-Ziff Capital Management 
Group, LLC and associated individuals of bribing officials and 
other corrupt transactions across the African continent, which 
included their business partners in South Africa.72 Och-Ziff 
allegedly made these bribes.73 The SEC’s order specifically ref-
erences Och-Ziff’s South African partners and their failure to 
adequately monitor their South African partner to prevent the 
misuse of funds.74 Och-Ziff settled the claims for over USD 
$200 million.75 Michael Cohen, former head of Och-Ziff’s  
European operations, was also indicted on fraud and conspir-
acy charges arising out of the same facts.76 

Two investigations by U.S. authorities, now closed, indi-
cate an interest in enforcing anti-corruption laws in South Af-
rica in the face of South Africa’s apparent reluctance to do so. 
The first was an investigation into Net1 UEPS Technologies 
(Net1), a South African company, for allegedly paying bribes 
to South African civil servants in exchange for a government 
contract with the South African Social Security Agency (SAS-
SA).77 U.S. involvement in this case—investigating a South Af-
rican company for bribes paid to South African officials —il-
lustrates a growing trend of using the FCPA to send a message 
to South African officials: “Enforce your anti-corruption laws 
against your own companies, or we’ll enforce our laws against 
them.”78 

The second was an investigation into Gold Fields  
Limited, another South African company, for allegedly giving 
an ANC chairperson—a black woman—a financial stake in 
the company in return for receiving a gold mining license.79 
The second investigation also indicates an interest in the 
BBBEE program.

CONCLUSION
South Africa remains in flux with respect to the development 
of its anti-corruption regulatory and prosecutorial efforts. The 
strength of the nation’s economy and infrastructure makes it 
an attractive opportunity for foreign investment. Recent and 
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from this course, but deeper changes in the executive branch 
and the police force are needed. In the meantime, the U.S. has 
continued to proactively investigate corruption arising out of 
activities in South Africa. Businesses and investors must take 
precautions when conducting business in South Africa and re-
main aware of the challenges facing the country as it continues 
to develop.

ongoing scandals at the highest levels of government, how-
ever, call into question the nation’s once promising future. The 
framework has existed to combat corruption in the country 
for some time, but enforcement has been weak, thanks in part 
to political influence over the process. The recent change in 
the presidency, the relative independence of the judiciary, and 
a growing awareness of the problem may help pull the country 
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Anti-corruption developments in

China
OVERVIEW
With approximately 1.4 billion people, the People’s Republic of 
China (China or the PRC) has captured international attention 
as the world’s fastest growing economy.1 Generally regarded as 
the world’s second-largest, China’s economy continues to surge; 
experts anticipate China will capture more than 35 percent  
of global economic growth between 2017 and 2019.2 

A single-party communist political regime—the Chinese 
Communist Party (CCP)—has led China’s remarkable growth. 
The CCP has held power for more than 69 years and supervises 
all aspects of the Chinese government.3 Although state govern-
mental bodies (the “State”) are technically separate from the 
CCP, the vast majority of State officials are also CCP members.4 
When there is a conflict between the State and the CCP, the CCP 
typically prevails.5 

From 1949 to 1978, the PRC’s economy was wholly cen-
trally planned, with little room for private enterprise.6 Since 
then, economic reforms allowed individuals to own private 
companies. In recent years, however, the Chinese government 
has asserted its support for state-owned enterprises (SOEs), 
forming larger and stronger SOEs through mergers and en-
hanced government support. 7 China supports SOEs in various 
ways, such as providing SOEs easier access to financing, giv-
ing preference to SOEs in government contract bidding, and 
restricting competition against SOEs in protected industries.8 
Today, SOEs dominate numerous industries, such as banking, 
telecommunications and resources.9 Unsurprisingly, China’s 
State and CCP leaders often have strong ties with SOEs, which 
at times can blur the line between public and private interests.10 

Despite its remarkable growth and progress, China con-
tinues to struggle with corruption at all levels of government 
and industry. Transparency International, a nongovernmental 
organization that monitors and publicizes corruption in many 
countries, found that, with few exceptions, Chinese companies 
still show weakness in their anti-corruption programs and or-
ganizational transparency, exposing those companies to signif-
icant bribery and corruption risk.11 Many foreign companies 
see bribery of government officials and SOE employees as com-
monplace and an obstacle to doing business in China.12 

Amplifying the problem is China’s judiciary—one 2011 study 
reported that, from 2001 to 2011, 58 judges from 18 of the 31 
provincial high courts were investigated for corruption.13 Of the 
58 judges investigated, 32 judges were convicted and three disci-
plined.14 In 2017, Xi Xiaoming, the former vice president of the 
Supreme People’s Court (the highest court in China), was found 
guilty of corruption and sentenced to life in prison.15 Broad dis-
trust of the judiciary has resulted in reluctance to use the court 

system where chances of winning are perceived to be small due 
to widespread corruption.16 But distrust in the judiciary varies 
depending on the claim: companies report greater judicial effi-
ciency when enforcing contracts than challenging regulations.17 

In addition to these institutional challenges, traditional 
Chinese culture legitimizes practices that Western observers 
may perceive as corrupt. For example, hong bao or “red pack-
ets,” commonly given to family members and close friends 
during holidays as a symbol of good luck, are also given to 
doctors in return for implicit promises of superior medical 
care.18 The use of bribes to win business and create oppor-
tunities also penetrates other industries and areas, including 
education and politics.19 The concept of guanxi—a Chinese 
term for interpersonal connections built upon loyalty, the ex-
change of favors and sometimes lavish dinners—is frequently 
employed in business and daily life to circumvent standard 
processes and obtain fast results.20 Indeed, some Chinese par-
ents have gone so far as to bribe teachers and leverage guanxi 
to obtain preferential seating near the blackboard for their 
children.21 Relatives of China’s current and former senior of-
ficials, so-called taizi or “princelings,” have traditionally lev-
eraged their guanxi to amass great wealth in industries where 
the State is closely intertwined with business, such as finance, 
energy, domestic security, telecommunications, and entertain-
ment.22 Since 2010, princelings have shifted their focus to-
wards private equity and high finance, leaning on their guanxi 
to amass large investment returns.23 Navigating this environ-
ment, where personal connections and bribery are culturally 
accepted means of doing business, presents unique challenges 
for Western companies doing business in China. 

Recognizing the widespread nature of China’s corrup-
tion problem, China’s president and party leader, Xi Jinping, 
launched a public campaign against corruption as soon as he 
took office in November 2012.24 Shortly after assuming party 
leadership, President Xi announced that he would change the 
culture of patronage, factionalism, corruption, and cronyism 
by targeting the moral character of officials.25 Since its launch, 
President Xi’s anti-corruption campaign has been sweeping 
in depth and breadth. According to an October 2017 Reuters 
report, the campaign has jailed or otherwise punished an esti-
mated 1.4 million party members since President Xi came to 
power in 2012.26 In the same time frame, more than 170 senior 
officials—ministers and deputy ministers—have been removed 
or even jailed for corruption, misconduct or violation of party 
discipline.27 Even more notable, 35 members of the Chinese 
Communist Party’s Central Committee, which includes some 
of the most powerful figures in Chinese politics, have been dis-
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ciplined in the last five years. This total is equal to all Central 
Committee members disciplined in the 69 years prior, since 
1949, when the Communist Party founded the country.28 

The pace of the campaign does not appear to be slowing—
Chinese media has reported that, in 2016 alone, the State pun-
ished approximately 410,000 officials, 76 of whom were at or 
above the ministerial level.29 According to the Central Com-
mission for Discipline Inspection (CCDI)—the internal controls 
agency of the Communist Party that investigates and prosecutes 
corruption and other misconduct by government officials—in 
2017, the State punished approximately 527,000 officials, 58 of 
whom were at or above the ministerial level.30 This year, Presi-
dent Xi and the Communist Party followed through on its plan 
to set up a new commission to fight against corruption.31 The 
new agency—the National Supervisory Commission (NSC)—
absorbed and expanded the CCDI’s authority and now oversees 
“all public servants exercising public power,” not simply Com-
munist Party officials.32 The NSC has broad powers to investi-
gate and recommend for prosecution public-sector corruption.33 

The general attention on corruption has been so extensive 
in recent years that a 50-plus-episode TV drama series about 
corruption investigations, In The Name of People (人民的名义), 
was released in March 2017.34 The series dramatizes the work 
of investigators to eradicate government corruption.35 It is the 
first series since 2004 to feature such high-level government 
corruption and received “record-breaking ratings.”36 Episodes 
of the series have reportedly garnered over 10 billion views on-
line, equivalent to more than seven views per Chinese citizen.37 
Scholars note that the anti-corruption campaign coupled with 
parallel developments in popular culture have “upended just 
about every corner of work life in China.”38 

Early on, many China experts were skeptical of President 
Xi’s promises, but the campaign has publicly brought down 
several high-level officials and is generally believed to have 
yielded favorable results.39 President Xi has signaled his inten-
tion to continue these efforts, and there is no sign of an end to 
the campaign.40 The anti-corruption crackdown, coupled with 
recent amendments and regulations to anti-bribery laws, has 
dramatically changed the enforcement landscape in China in 
recent years. 

SIZE OF THE PROBLEM
Transparency International’s 2017 Corruption Perceptions In-
dex, which tracks perceived public sector corruption, ranked 
China 77th (with first being the least corrupt and 180th the 
most)—an improvement of six spots from 2015.41 China re-
ceived a perceived public sector corruption score of 41 out of 100  
(with zero being highly corrupt and 100 being very clean)—a 
one-point increase from last year.42 China is tied with Serbia, 
Suriname, and Trinidad and Tobago, and it is ranked just be-
low Lesotho, Tunisia, and Burkina Faso, each of which have a 
perceived public sector corruption score of 42.43 In 2015, Char-
ney Research concluded that about 35 percent of companies—

many foreign or Hong Kong-based—say they must give gifts 
or pay bribes to government officials in order to do business 
in China.44 Cash and luxury goods have been favored choices 
for gifts.45 However, this culture may be changing with Presi-
dent Xi’s anti-corruption efforts, as high-end brands have seen 
their sales plummet in China as the anti-corruption campaign 
continues, although that trend is showing signs of reversing.46

The monetary value of these corrupt practices is signifi-
cant. According to data released in 2015, the CCDI has con-
fiscated an estimated RMB 20.1 billion (or about USD $3.1 
billion) in bribes, kickbacks, property, and gifts since the start 
of the government’s anti-graft efforts in 2012.47 The aggregate 
values may possibly impact the macro-economy—for exam-
ple, a leaked Bank of China report stated that, between the 
mid-1990s and 2008, more than 10,000 PRC governmental 
officials have left the country, taking with them USD $120 bil-
lion worth of assets obtained from bribes and embezzlement.48 

STATUTORY AND REGULATORY FRAMEWORK
The two primary sources of anti-corruption law in the PRC are 
the PRC Criminal Law (PCL) and the Anti-Unfair Competition 
Law (AUCL). The PCL contains anti-bribery provisions relating 
to PRC officials, foreign officials, and criminal acts of commer-
cial bribery. The AUCL covers less serious acts of commercial 
bribery that fall outside the PCL. Despite the fact that the PCL 
and AUCL have been in place since 1979 and 1993, respec-
tively, China has been notoriously inconsistent in its enforce-
ment efforts, and companies have long struggled to make sense 
of their vague parameters. Recent amendments and guidance, 
however, have filled in some details with respect to the applica-
tion of these laws. Additionally, regulators of certain industry 
sectors, such as China’s healthcare regulator, have promulgated 
rules and taken enforcement actions to weed out corruption.

The CCP also plays a critical role in State investigations 
and prosecutions. As noted above, the CCP effectively controls 
all aspects of State action, including the supervision of insti-
tutions responsible for enforcing anti-corruption laws.49 As a 
result, the CCP may heavily influence State investigations and 
prosecutions. Furthermore, the CCP takes a direct hand in 
disciplining its party members and, given that the vast majority 
of government officials are also CCP members, the CCP plays 
a significant part in anti-corruption enforcement efforts. 

A. PRC Criminal Law Relating to Official Bribery and 
Commercial Bribery
The PCL defines bribery as the giving of “property” to a “gov-
ernment official,” “person[s] closely related to [a government 
official],” or a state-owned entity in return for an “improper 
benefit” (or assistance in procuring such a benefit).50 Both the 
giver and receiver of the property can be held liable under the 
PCL.51 In addition, the PCL expressly prohibits facilitating 
and brokering bribes to government officials.52 

The PCL also proscribes commercial bribery, which is  
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defined as giving employees of business entities “property” for 
an “improper benefit.”53 Likewise, it is illegal for an employee 
of a business entity to solicit or accept property to obtain an 
improper benefit.54

As with most international anti-bribery laws, the terms 
in the PCL’s anti-bribery provisions are construed broadly. 
“Property” includes money, property, and “property benefits” 
that can be calculated in monetary terms, such as membership 
cards or travel expenses.55 “Government officials” includes 
both State employees and SOE personnel.56 “Improper ben-
efits” are broadly defined as benefits that are not permitted un-
der PRC law, industry norms, and certain industry policies.57 

In recent years, several Chinese state organs further defined 
and clarified the scope of bribery laws under the PCL. In Decem-
ber 2012, the Supreme People’s Court and the Supreme People’s 
Procuratorate (SPP or the “Procuratorate”), China’s highest 
prosecutorial authority, issued the Interpretations of Several  
Issues Concerning the Application of Law for Handling Crimi-
nal Cases of Giving Bribes (the “2012 Interpretations on Giving 
Bribes”).58 The 2012 Interpretations on Giving Bribes, which 
has the force of law, supplemented the PCL’s prohibition on 
giving bribes and provided insight into the PRC’s enforcement 
priorities—specifically, deterring bribery of public officials by 
targeting bribe givers, not just bribe recipients, and expanding 
opportunities to reduce punishment for bribe givers who vol-
untary disclose misconduct. The PCL already permitted, miti-
gated, or even waived punishment for bribe givers who volun-
tarily disclosed the bribery before it was investigated. The 2012  
Interpretations on Giving Bribes additionally specified circum-
stances under which bribe givers could receive leniency, such as  
reporting a corrupt official’s crimes unrelated to the bribery.59 

In 2015, China’s national legislature further amended the 
PCL through the Ninth Amendment to the People’s Republic of 
China Criminal Law (the “Ninth Amendment”).60 The Ninth 
Amendment made several important changes. First, the Ninth 
Amendment restricted the conditions under which a bribe giv-
er could receive a waiver of punishment. Although the Ninth 
Amendment, like the 2012 Interpretations on Giving Bribes, 
continues to credit a bribe giver’s voluntary disclosure with 
mitigated sentences in certain circumstances, it requires the 
bribe giver to meet at least one of three additional conditions 
to be eligible for a waiver of punishment. Specifically, the bribe 
giver must (a) commit no more than a “relatively minor crime”; 
(b) make “significant meritorious contributions” through his 
cooperation; or (c) help uncover a “major case.” The Chinese 
government has expressed that it continues to hope that tar-
geting bribe givers may help eradicate the source of bribery.61 
Second, in the sentencing guidelines for corruption/bribery 
crimes, the Ninth Amendment replaced concrete monetary 
values with subjective terms such as “relatively large amount” 
and “huge amount.” The prior values had not changed since 
1997 and had long been criticized for yielding unfair results. 
For instance, before the Ninth Amendment, the PCL imposed a 

five-year minimum sentence on an individual for accepting any 
bribe larger than RMB 50,000 (approximately USD $7,500).62 
Third, the Ninth Amendment expanded the scope of the PCL 
by imposing criminal penalties on those who give bribes to 
relatives or affiliated persons of state employees or ex-state em-
ployees.63 Finally, the Ninth Amendment imposed monetary 
fines on those convicted of bribery or corruption.64

On April 18, 2016, the Supreme People’s Court and the SPP 
issued the New Interpretation Concerning Application of Law 
in Handling Criminal Corruption and Bribery Cases (the “2016 
Corruption & Bribery Interpretations”).65 The 2016 Cor-
ruption & Bribery Interpretations further clarified the PCL’s 
statutory language regarding official and commercial bribery.66  
It expressly expanded the definition of “bribery” to include any 
form of proprietary benefit that can be measured in monetary 
value (e.g., debt cancellation, home renovation, membership 
service, or personal trips) and clarified that payments given  
after the payment recipient provides a benefit can still constitute 
bribes.67 In addition, the 2016 Corruption & Bribery Interpre-
tations raised the monetary thresholds for criminal prosecution 
of certain instances of official and commercial bribery.68 Fur-
ther, the 2016 Corruption & Bribery Interpretations clarified 
the conditions under which the relevant government authorities 
may waive the punishment of a bribe giver who has voluntarily 
disclosed misconduct. For example, the Ninth Amendment 
contemplated potential waiver when the bribe giver commit-
ted only a “relatively minor crime”; the Corruption & Bribery 
Interpretations defined this term as a crime for which a person 
is likely to receive a penalty below a three-year prison term ac-
cording to the facts and circumstances of the bribery offense.69 

The PCL has specific provisions related to government  
officials’ receipt of improper gifts. Article 394 of the PCL 
states that a government official who accepts sizable gifts in 
the course of carrying out official duties in China, but fails to 
report or surrender according to state regulations, is punish-
able in accordance with Articles 382 and 383.70 Article 394 
sets out the same punishment for officials who fail to report 
or surrender fairly large gifts received “in intercourse with for-
eign countries” in accordance with state regulations.71 The 
Regulations on Presenting and Accepting Gifts in Official  
Activities Related to Foreign Affairs require officials to report 
and surrender any gifts valued greater than RMB 200; gifts of 
lesser value may be retained.72 According to the 2008 Opinions 
on Issues Concerning the Application of Law in the Handling of 
Criminal Cases of Commercial Briberies, several factors deter-
mine whether something of value constitutes a bribe or a gift: (1) 
the nature of the relationship between the giver and recipient (e.g., 
whether the giver and recipient have a personal relationship), (2) 
the value of the goods or services given, (3) the circumstances of 
the transaction, and (4) whether the recipient subsequently takes 
“advantage” of his or her position for the benefit of the giver.73

It is worth noting that, aside from laws against domestic 
bribery, the PCL also prohibits foreign bribery. In February 
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proper commercial benefit,” although it is possible that a court 
would apply the analogous definition of “improper benefit” de-
scribed above due to the similarities between the two terms.76 
While past local news reports suggested that China intended to 
aggressively investigate and prosecute cross-border commercial 
bribery, China has yet to enforce this provision. China imple-
mented Article 164 in part to fulfill China’s obligations to the 
United Nations Convention against Corruption, but given the 
lack of enforcement, the law remains a “paper tiger.”77 

The applicable provisions of the PCL discussed here are 
summarized in Figure 1:

2011, China passed an amendment to Article 164 of the PCL, 
making it illegal for persons in China to bribe foreign (i.e., non-
Chinese) officials—China’s version of the U.S. Foreign Cor-
rupt Practices Act (FCPA).74 Article 164 prohibits the giving of 
“property” to a “foreign public official” or an “official of an 
international public organization” in order to secure “improper 
commercial benefits.”75 Article 164 applies to both individuals 
and businesses in China, as well as PRC citizens located outside 
of China. The definitions of “foreign public official” or “an of-
ficial of an international public organization” under Article 164 
are unclear. Likewise, Article 164 contains no definition of “im-

BRIBERY OF PRC OFFICIALS
Article Prohibited Behavior Penalties
Graft

PCL §§382, 383, 394

Prohibits PRC officials from taking public property into their 
own possession through misconduct in the course of the 
performance of their duties.

Penalties range from imprisonment and a monetary fine to death with confiscation of 
property depending on the embezzled amount and culpability..

Consideration given for voluntary disclosers.

Receiving Bribes 

PCL §§385, 386, 387, 388 

Prohibits PRC officials, state organs or SOEs from soliciting 
or receiving property in the performance of their duties in 
exchange for improper benefits. 

Prohibits PRC officials from soliciting or receiving bribes 
in exchange for improper benefits through another PRC 
official’s performance of his/her duties.

For PRC officials, penalties range from imprisonment and a monetary fine to death with 
confiscation of property depending on the embezzled amount and culpability.

For SOEs, penalties are monetary fines..

For responsible individuals of SOEs, penalties range from criminal detention and a 
monetary fine to imprisonment for five years depending on the amount of bribes and 
culpability.

Giving Bribes to PRC 
Officials

PCL §§389, 390, 393

Prohibits giving property to PRC officials in exchange for 
improper benefits.

For individuals, penalties range from criminal detention and a monetary fine to life 
imprisonment and possible confiscation of property or a monetary fine depending on 
the amount of bribe. 

For business entities, penalties are monetary fines..

For responsible individuals of entities, penalties range from criminal detention and a 
monetary fine to imprisonment for five years depending on culpability..

Consideration given for voluntary disclosers.

Giving Bribes to Persons 
Related to PRC Officials 
PCL §390

Prohibits giving property to PRC officials’ relatives or other 
closely related persons.

For individuals, penalties range from criminal detention and a monetary fine to 
imprisonment. 

For business entities, penalties are monetary fines..

For responsible individuals of entities, penalties range from criminal detention and a 
monetary fine to imprisonment for 10 years depending on culpability.

Giving Bribes to State-Owned 
Entities and/or Governmental 
Organs PCL §391

Prohibits giving property to government organs and SOEs in 
exchange for improper benefits.

For individuals and responsible individuals of the entities, penalties range from criminal 
detention and a monetary fine to imprisonment for three years and a monetary fine, 
depending on culpability..

For business entities, penalties are monetary fines.

Facilitating Bribes

PCL §392

Prohibits facilitation of bribes to PRC officials. Penalties range from criminal detention and a monetary fine to imprisonment for three 
years, depending on culpability..

Consideration given for voluntary disclosers.

COMMERCIAL BRIBERY
Article Prohibited Behavior Penalties
Receiving Bribes 

PCL §163

Prohibits the receipt or solicitation of property by individuals 
who are not PRC officials in exchange for improper benefits. 

Penalties range from criminal detention to imprisonment with possible confiscation of 
property, depending on the received bribes.

Giving Bribes 

PCL §164 

Prohibits the giving of property to individuals who are not 
PRC officials in exchange for improper benefits.

For individuals and directly responsible persons, penalties range from criminal deten-
tion and a monetary fine to imprisonment for 10 years with monetary fines, depending 
on the amount of bribe..

For business entities, penalties are monetary fines..

Consideration given for voluntary disclosers.

BRIBERY OF FOREIGN OFFICIALS
Article Prohibited Behavior Penalties
Giving Bribes to Foreign 
Officials or Officials in Inter-
national Public Organizations

PCL §164 

Prohibits giving property to foreign officials in exchange for 
improper benefits.

For individuals responsible, penalties range from criminal detention and a monetary fine 
to imprisonment for ten years with monetary fines depending on the amount of bribe..

For business entities, penalties are monetary fines.

Consideration given for voluntary disclosers.
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which to prove the alleged misconduct, the CCDI referred the 
case to the Procuratorate. If the Procuratorate proceeded with 
the prosecution, the PRC courts would hear the case. 

The establishment of the NSC, which oversees correspond-
ing local supervisory commissions, has changed this enforce-
ment landscape with respect to public personnel.84 Essentially, 
the reform transforms China’s dual-track anti-corruption sys-
tem for party members and non-party members into a single-
track system. As the CCDI and NSC operate as “one organiza-
tion with two name plates,” the reform extends CCDI’s power 
of supervision, investigation, and punishment over CCP mem-
bers to cover all public personnel—including employees and 
managers of state-owned enterprises, hospitals, educational 
and cultural institutions, sports organizations and local gov-
ernments and research institutes.85 

While the NSC focuses on the public sector and eradicating 
corruption in the CCP, the private sector should remain cog-
nizant that conducting business with a state-owned enterprise 
could ensnare it within the NSC’s broad investigatory powers. 
The NSC recently detained Sun Bo, the general manager of 
China Shipbuilding Industry Corporation, on suspected viola-
tions of “law and party discipline.”86 Observers note that the 
NSC is armed with additional staff; coupled with a greater 
jurisdictional reach, the newfound agency signifies heightened 
CCP efforts to clamp down on corruption.87 

It remains to be seen how the Procuratorate and the PSB 
will operate under China’s evolving anti-corruption enforce-
ment structure—including whether the Procuratorate will re-
tain discretion to decline to prosecute cases the NSC transfers 
to it.88 Notably, China’s Procurator-General publicly promised 
to fully support the NSC’s work. In April 2018, the Procura-
torate established a new Occupational Crime Unit with the 
sole aim of supporting the NSC.89 Similarly, based on recent 
NSC enforcement actions, it appears that the NSC, like the 
CCDI, is utilizing PSB personnel when the NSC requires ad-
ditional investigatory manpower.90 

Notably, to facilitate enforcement across this evolving land-
scape, the Chinese government recently established and ex-
panded official channels for reporting corruption and bribery. 
Such channels include hotlines, websites, online platforms, 
and even mobile apps and social media accounts. In January 
1, 2016, the CCDI opened an account on WeChat, a popular 
Chinese social media platform, through which users can make 
corruption allegations against government officials.91 Critics 
contend the tip-off channel is “largely cosmetic.”92 But accord-
ing to local media reports, over 75 percent of corruption inves-
tigations originated from whistleblower complaints.93 Consis-
tent with increased whistleblower activity, the SPP, Ministry 
of Public Security, and Ministry of Finance released in March 
2016 the New Regulations on Whistleblower Protection and 
Rewards (the “New Whistleblower Regulations”).94 The New 
Whistleblower Regulations provide measures and procedures 
to protect the identity of whistleblowers and guidelines for 

B. PRC Criminal Law Bribery Enforcement Agencies
The PRC’s criminal bribery enforcement landscape changed 
significantly with the 2018 establishment of China’s new  
anticorruption “super agency,” the National Supervisory 
Commission (NSC). In creating the NSC, the Chinese govern-
ment expanded and centralized criminal bribery enforcement 
involving public personnel, though additional entities remain 
relevant to criminal bribery enforcement.78 

Historically, under the Criminal Procedural Law, the Proc-
uratorate investigated corruption and bribery cases involving 
“PRC officials,” whereas the Public Security Bureau (PSB)— 
essentially, China’s law enforcement branch—investigated 
commercial bribery cases.79 In practice, since most senior gov-
ernment officials are also CCP members, the CCDI historically 
played a central role in corruption investigations; the Procura-
torate only conducted investigations involving non-party mem-
bers or in cases where the CCDI chose not to investigate. 

The Economic Crimes Investigation Branch within the PSB 
combats commercial corruption and bribery. Upon receiving 
reports about commercial corruption violations, PSB conducts 
a preliminary investigation to decide if a viable case exists. 
(The preliminary investigations are usually confidential.)  
The PSB may then ask relevant parties to cooperate with the 
investigation, such as by producing corporate documents, but 
may not use any criminal compulsory measures at this stage.  
Once the PSB decides there is sufficient evidence to establish 
a case, it may employ compulsory measures such as house de-
tention to facilitate further investigation.80 At the conclusion 
of an investigation, if the PSB finds a solid basis for the case, it 
will refer the case to the Procuratorate for prosecution, along 
with relevant files and supporting evidence.81 

PSB

Procuratorate

Court

Aside from the PCL, the CCP sets forth its own codes and 
rules related to graft and accepting benefits. For example, CCP 
rules prohibit party members from accepting gifts, grants or 
cash equivalents that: (a) are capable of influencing their impar-
tial performance of official duties; or (b) exceed customary social 
norms.82 The recent CCP rules did not specify monetary limits 
on acceptable gifts, leaving the CCDI (and now the NSC) more 
discretion to investigate and punish potential corrupt behavior. 

Historically, the CCDI initiated corruption investigations 
against party members.83 Because almost all government officials 
are CCP members, the CCDI played a significant role in investi-
gations against government officials for misbehavior, including 
graft and corruption. Similar to the PSB criminal enforcement 
process, if the CCDI determined that there was a solid basis on 



Global Anti-Corruption Update  |  29

tions for Industry and Commerce (AICs), had discretionary au-
thority to investigate wrongdoing, issue penalties, and confiscate 
illegal gains.100 In addition, the SAIC acted as China’s corpo-
rate registry and watchdog of market misconduct. Local AICs 
conducted annual on-site inspections of local business entities. 
During these inspections, AIC officials were entitled to inspect 
company books and records, products, inventory, and any other 
official documents or records. Unlike the PSB, the AIC, as an ad-
ministrative agency, had no authority to arrest or detain alleged 
wrongdoers during the course of their investigation. However, 
as discussed above, conduct rising to the level of a criminal viola-
tion could be referred to and investigated by the PSB.101 

Civil Penalties PSB/Procuratorate

Court

AIC

In practice, the SAIC actively enforced the AUCL. Since the 
AUCL’s passage in 1993, the SAIC carried out over 700,000 
enforcement actions, including 72,000 cases involving com-
mercial bribery.102 The SAIC also conducted “dawn raids” 
resulting in surprise interviews and seizure of original docu-
ments.103 The SAIC also targeted a range of alleged wrongdo-
ers, from large multinational companies to small businesses 
such as stall keepers, with some bribes as small as three bottles 
of water and a bottle of soda.104 

Separate from active investigations and enforcement, in 
April 2016, the SAIC promulgated and enacted the Interim 
Measures for the Administration of the List of Dishonest Enter-
prises Committing Serious Illegal Activities (the “Interim Mea-
sures”).105 The Interim Measures required the SAIC to maintain 
and publish a blacklist in the Enterprise Credit Information Pub-
licity System, listing enterprises engaging in corrupt activities 
such as commercial bribery offenses.106 Repeat offenders could 
be subject to heightened or joint sanctions, including limitations 
on their business activities, and a blacklisted enterprise could  
receive sanctions under the Interim Measures even if it would 
not have received significant punishment under the AUCL.107 

However, as noted above, in March 2018, China formed the 
SAMR to consolidate and undertake the responsibilities pre-
viously held by the SAIC (including to investigate commercial 
bribery under the AUCL) as well as responsibilities previously 
held by the General Administration of Quality Supervision, 
Inspection and Quarantine (AQSIQ), the Certification and 
Accreditation Administration (CAC), the Standardization Ad-
ministration of China (SAC), and the China Food and Drug 
Administration (CFDA).108 The establishment of the SAMR fol-
lowed a recent trend in China in consolidating state and local 
enforcement power. Since late 2013, the Chinese government 

whistleblower rewards (up to RMB 500,000 for whistleblow-
ers who make significant contributions to the investigation, 
and unlimited rewards for whistleblowers who make especial-
ly significant contributions). These regulations extend anti-
retaliation protections to both whistleblowers and their close 
relatives and enumerate unjustified demotion and termination 
of employment as retaliatory behavior.95 The New Whistle-
blower Regulations demonstrate the government’s ongoing 
efforts to encourage reports of corrupt conduct. 

C. Additional Commercial Bribery Enforcement Under 
the Anti-Unfair Competition Law 
The PCL is not the only legislation governing bribery and 
related behavior. Another law, the Anti-Unfair Competition 
Law (AUCL), prohibits unfair competitive conduct, includ-
ing commercial bribery. On November 4, 2017, the Standing 
Committee of the National People’s Congress (NPC) adopted 
amendments to the AUCL (AUCL Amendments).96 The AUCL 
Amendments made important revisions to the AUCL. First, 
the AUCL Amendments redefined commercial bribery. Previ-
ously, the AUCL defined commercial bribery as bribery relat-
ing to “purchasing or selling goods.” The AUCL Amendments 
expanded this definition to include bribery “seek[ing] transac-
tion opportunities or competitive advantages.”97 Second, the 
AUCL Amendments expressly imposed vicarious liability on 
employers. The pre-amendment AUCL did not clearly pre-
scribe vicarious liability for employers. However, the AUCL 
Amendments expressly provide for such liability for bribery 
committed by an employee, unless the employer can prove 
that the employee’s conduct did not aim to “seek transaction 
opportunities or competitive advantages” for the employer.98 
Third, the AUCL Amendments prescribed increased admin-
istrative penalties. The pre-amendment AUCL imposed fines 
ranging from RMB 10,000 (~USD 1,500) to RMB 200,000 
(~USD 30,000) and permitted authorities to confiscate illegal 
gains. The AUCL Amendments imposed potentially higher 
fines ranging from RMB 100,000 (~USD 15,000) to RMB 
3,000,000 (~USD 450,000) and retained the confiscation 
remedy. In addition, for serious offenses, the AUCL Amend-
ments permit authorities to revoke an offending company’s 
business license.99 In light of these changes, commercial brib-
ery enforcement under the AUCL could change significantly. 

Like the PCL’s enforcement landscape, the AUCL’s en-
forcement landscape recently changed dramatically. In March 
2018, the NPC approved a sweeping government restructur-
ing plan establishing the State Administration for Market 
Regulation (SAMR). The SAMR will merge and undertake 
responsibilities previously held by numerous enforcement 
agencies, including those responsible for investigating com-
mercial bribery (such as the State Administration of Industry 
and Commerce (SAIC)), among others. 

Historically, the SAIC enforced civil violations of the AUCL. 
The SAIC, together with its corresponding local Administra-
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enforcement measures. The National Health and Family  
Planning Commission (NHFPC, formerly known as the 
Ministry of Health)115 was long responsible for making fam-
ily planning policies, establishing a standardized pricing sys-
tem for drug products, and supervising and improving public 
health services.116 In March 2018, the Chinese government 
disbanded the NHFPC and consolidated its functions into a 
new agency called the National Health Commission (NHC).117 
Because the NHC has not disavowed prior NHFPC guidance 
or enforcement actions, healthcare and life sciences compa-
nies doing business in China should remain familiar with the 
NHFPC’s enforcement history in addition to closely monitor-
ing NHC guidance and activities going forward.

Historically, the NHFPC, or its local divisions, was empow-
ered to order healthcare providers and companies in the health-
care sector to conduct internal investigations and report corrup-
tion violations. For example, in May 2014, Hangzhou’s health 
bureau ordered all healthcare departments under its jurisdiction 
to conduct internal investigations into commercial bribery and 
report violations.118 Although the NHFPC was not directly in-
volved in the enforcement of anti-corruption laws, it regulated 
every aspect of healthcare providers and healthcare facilities.

On December 25, 2013, the NHFPC issued the Circu-
lar Concerning Rules on the Establishment of Commercial  
Bribery Records for the Purchase and Distribution of Medi-
cine119 (the Blacklist Rules), amending and replacing the pre-
existing blacklist rules issued by the NHFPC in 2007. The new 
Blacklist Rules took effect on March 1, 2014, and provide that 
companies and individuals providing financial or other benefits 
to staff in healthcare institutions will be put on the blacklist if 
they have:

• been convicted of bribery as a criminal offense;
• been issued a non-prosecution decision by the Procura-

torate when the bribery offenses are deemed minor;
• been investigated and punished for bribery by the  

discipline supervision authorities of the CCP; or
• received administrative penalties for bribery from 

relevant administrative authorities.120

The Blacklist Rules prohibit all public or state-funded hospi-
tals in a province from purchasing any pharmaceutical or medi-
cal device products from any blacklisted company or individual 
in that province for two years. Further, public or state-funded 
hospitals in any other provinces may reduce such companies’ 
bidding scores during centralized tenders for two years. The 
Blacklist Rules further provide that any companies blacklisted 
twice in a five-year period will not be permitted to supply any 
public or state-funded hospital nationwide for two years. 

On February 27, 2014 the NHFPC released its Notice 
on Blacklist Procedures for Pharmaceuticals (the Blacklist  
Procedures).121 The Blacklist Procedures elaborate on the 
blacklisting process, outlining an expedited 25-day process for 
reporting, investigating, and disciplining violators.122 In addi-
tion, the Blacklist Procedures include a sample “Agreement on 

had piloted programs in various cities and provinces to reorga-
nize and merge local investigative agencies.109 For instance, in 
Shanghai and Shenzhen, the Chinese government merged the 
local AIC, FDA, AQSIQ, and the pricing supervision function 
of the National Development and Reform Commission (NDRC) 
into a Market Supervision Administration (MSA) to handle 
investigative efforts, including commercial bribery matters, at 
the local level.110 The Chinese government implemented similar 
mergers across various regions in China.111 In a recent interview, 
Zhang Mao, the Director of the newly formed SAMR, stated 
that over 70 percent of the county-level and municipality-level 
AICs have been fully integrated into the SAMR framework. On 
July 5, 2018, the SAMR also revealed plans to concentrate its 
resources to support the operation of its local units (MRAs) 
that now wield comprehensive regulatory power.112 

With consolidated enforcement power comes the potential 
to reduce the number of varying enforcement agendas and im-
prove predictability for companies doing business in China. 
Prior to the formation of the SAMR, local enforcement au-
thorities, including local AICs, at times pursued enforcement 
actions to further local agendas. Varying local priorities as well 
as differing local investigative approaches made it difficult for 
companies doing business in China to predict enforcement ac-
tions and implement coordinated nationwide compliance and 
response strategies. Preliminary signs are that the formation of 
the SAMR will likely reduce such local variation. In a recent sta-
tus review issued to its consolidated local units, SAMR Direc-
tor Zhang Mao made clear that the SAMR intends to provide 
stronger guidance to ensure consistent local enforcement.113 

According to Director Zhang, since the SAMR’s forma-
tion, the agency has focused on the following industries and 
enforcement areas and plans to continue to do so:114

1. Pharmaceutical, e-commerce and real estate industries: 
Pricing controls and commercial bribery.

2. Utility companies: Anti-monopoly enforcement. 
3. Special industrial equipment manufacturers:  

Product quality.
4. Food industry: Product safety.
5. For both multinational and domestic companies  

generally: Intellectual property protection.
6. Consumer complaints generally: Increasing  

responsiveness and additional investigations. 
Notably, the SAMR has stated that its current enforcement 

agenda aims to provide an improved business environment for 
multinational companies operating in China. It will be criti-
cal for those doing business in China to closely monitor the 
evolving enforcement landscape under the SAMR, with an eye  
towards further organizational and policy announcements.

D. Additional Anti-Corruption Measures in the  
Healthcare and Life Sciences Sectors
In addition to the PCL and AUCL, the healthcare and life sci-
ences sectors are subject to industry-specific anti-corruption 
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Circular on Promulgating the Measures for Administering the 
Receipt of Non-Profit Donations by the Health and Family 
Planning Institutions (for Trial Implementation) (2015 Do-
nation Rules) to provide specific guidance on donations and 
sponsorship activities. These rules were a significant revision 
to the pre-existing rules on donations and sponsorships pro-
vided to healthcare institutions. The 2015 Donation Rules  
expanded the scope of covered donors to include both foreign 
and domestic entities, as well as the scope of covered donation 
recipients to include public welfare societies, foundations and 
other charitable organizations. Moreover, the 2015 Donation 
Rules outlined in further detail the permissible and prohibited 
types of donations, and imposes more stringent restrictions 
on the donation and acceptance processes. Healthcare institu-
tions are also required to make donations public and subject 
to official audits, thereby increasing transparency.130 Although 
the 2015 Donation Rules targeted healthcare institutions and 
did not directly regulate medical device and pharmaceutical 
companies, they provide guidance to those companies on what 
donations and sponsorships may be permitted. 

In June 2017, the NHFPC released additional guidelines for 
hospitals and clinics to combat illicit practices, such as health 
insurance theft and doctors overprescribing medicines to  
receive kickbacks from drug sales.131 The guidelines encour-
age additional education on anti-corruption issues, require 
intensified supervision to reduce corruption, and impose more  
severe punishment for deviations from the rules—those found 
to violate the guidelines will be “publicly identified and banned 
from the sector.”132 Voluntary compliance with the guidelines 
is encouraged; those who hand in, by their own accord, their 
illegal gains, such as cash (or red envelopes), shopping cards, 
and gifts, may receive reduced punishment.133

Separately, the NHFPC historically cooperated with other 
enforcement agencies in joint anti-corruption efforts. For exam-
ple, in 2015 and 2016, nine national ministries, including the 
state and national NHFPC, DRC and AIC, jointly issued guide-
lines to address corruption in the life sciences sector.134 These 
guidelines generally called for continued enforcement to address 
corrupt behavior, but also promoted cooperation between the 
local agencies to jointly handle significant cases in the health-
care sector. Enforcement efforts appeared to have followed, as 
recently published court decisions and media reports reflected 
that a number of companies were found to have engaged in com-
mercial bribery across different provinces and cities.135 

Chinese authorities also took a significant step to address  
corruption in the healthcare industry in December 2016 when 
seven ministries, including the NHFPC, enacted a two-invoice 
system limiting the number of layers of distribution in the phar-
maceutical procurement process to two.136 In other words, a 
product can only be sold twice before it reaches the consumer—
from the manufacturer to the distributor and from the distribu-
tor to the hospital. Hospitals must have access to not only the 
invoice from the distributor to the hospital, but also from the 

Integrity in the Sale and Purchase of Healthcare Products,” 
which contain anti-corruption and anti-bribery provisions.123 
The clauses prohibit kickbacks “in any name or form,” dona-
tions and sponsorships linked to procurement decisions, en-
tertainment in any commercial entertainment establishment, 
and cash, securities and other valuable gifts.124 Although it is 
unclear how consistently local enforcement agencies across 
China are blacklisting offenders pursuant to these Blacklist 
Rules, there have, in fact, been published reports of companies 
being blacklisted for corruption and fraud.125 

The NHFPC also placed attention on healthcare profession-
als and institutions. On December 26, 2013, the NHFPC issued 
the Notice on the Nine Prohibitions for Strengthening Ethical 
Conduct in the Healthcare Industry (the “Nine Prohibitions”) 
with immediate effect.126 The Nine Prohibitions reinforced the 
NHFPC’s efforts to fight bribery and corruption. The Nine Pro-
hibitions prohibit healthcare institutions and professionals from:

• basing healthcare professionals’ remuneration on  
revenues from medical examinations and sale of phar-
maceutical products;

• taking rebates and commissions for both medical  
services and recommendations, and referrals for medical 
services and products;

• charging patients for medical expenses exceeding the 
national drug price policy and medical services price list;

• (for healthcare professionals) accepting donations in 
their individual capacity;

• participating in advertising activities for pharmaceutical, 
food, and healthcare products;127

• collecting and commercializing (e.g., selling) prescription 
statistics;

• illegally and privately selling and dealing in healthcare 
products;

• accepting kickbacks, rebates, or activities at commercial 
entertainment facilities offered by pharmaceutical and 
medical device companies; and

• accepting red envelopes, such as cash, securities, and 
expensive gifts, from patients.

Institutions found to be in breach of these Nine Prohibi-
tions may be subject to warnings, citations, rectification orders, 
downgrades, orders to cease operation, or license revocation.128 
Healthcare professionals found to be associated with any breach 
will be subject to administrative discipline, dismissals, orders to 
cease medical practice, or revocation of professional licenses, 
and any such breach will be made public by the NHFPC.

In February 2015, the NHFPC announced officially that 
it would conduct a two-year inspection cycle from 2015 to 
2017.129 Inspections would target large hospitals to weed out 
violation of the Nine Prohibitions, as well as other corrupt 
conduct, illicit income, improper incentive schemes, and inad-
equate hospital management.

With a particular focus on donations and charitable fund-
ing, on October 20, 2015, the NHFPC also published the 
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Deepening the Medical and Health Care System Reform, into 
the NHC.151 The NHC’s main responsibilities include develop-
ing healthcare policies, coordinating and expanding health-
care reform, as well as organizing the national essential drug 
system.152 The majority of senior management of the newly 
created NHC comes from the NHFPC leadership team. The 
NHC has not disavowed prior agency guidance or enforce-
ment actions. Recently, the NHC announced that it joined a 
coordinated enforcement action led by the China Drug Ad-
ministration (CDA) under the SAMR and the PSB to investi-
gate a scandal involving a major domestic manufacturer’s fal-
sification of vaccine data and its sale of ineffective vaccines for 
children, which ignited public anger.153 It remains to be seen 
how NHC’s enforcement priorities will evolve. In general, it 
will be critical for those doing business in China to closely 
monitor the changing enforcement landscape under the NHC. 

E. Enforcement Summary
In summary, multiple agencies in the State cooperate and col-
laborate to enforce various anti-corruption measures. The table 
below summarizes the anti-corruption responsibilities of vari-
ous governmental entities:

Government Entity Anti-Corruption Functions 
National Supervisory Commission (NSC) Supervise, investigate and punish govern-

ment officials as well as public sector 
employees. 

Commission for Discipline Inspection 
(CCDI)

Make anti-corruption policies; cooperate 
with the NSC at all levels in investigating 
and punishing corruption and bribery 
involving CCP party members and govern-
ment officials. 

Public Security Bureau (PSB) Investigate economic crimes including 
commercial corruption and bribery; 
unclear whether investigative power will 
be reduced by the creation of the NSC.

Supreme People’s Procuratorate (SPP) Prosecute corruption and bribery that 
potentially violate the criminal law.

State Administration for Market Regula-
tion (SAMR)

[Formerly the State Administration for 
Industry & Commerce (SAIC)]

Investigate and penalize unfair competi-
tion and commercial bribery.

National Health Commission (NHC)

[Formerly the National Health and Family 
Planning Commission (NHFPC)]

Issue guidance on anti-corruption compli-
ance in the public health sector. 

RECENT ENFORCEMENT ACTIONS
As explained below, Chinese authorities have dramatically  
enlarged the scope of their corruption investigations, includ-
ing increasing their focus on large multinational companies. 
In addition, the United States and other governments continue 
to investigate and bring enforcement actions to address alleg-
edly corrupt conduct of companies doing business in China.

A. Domestic Enforcement Actions
Chinese anti-corruption enforcement efforts have historically fo-
cused on the demand/receipt side of bribery, particularly involv-

manufacturer to the distributor in order to maximize transpar-
ency in prices.137 Authorities enacted the two-invoice system in 
an effort to eliminate the allegedly steep profit margins that result 
from multi-tier distribution models138 and to increase compliance 
by encouraging the use of electronic invoices, thereby reducing 
the possibility of fraudulent, fake, and/or inflated invoices.139

This regulation significantly impacts pharmaceutical com-
panies’ ability to do business by requiring them to restructure 
their business models—for example, by selling drugs directly 
to hospitals or acquiring smaller operators to distribute their 
products.140 This restructuring could cause particular chal-
lenges in more remote areas where second- and third-tier dis-
tributors perform an important role—without them, in the 
short- and medium-term, companies may be forced to do busi-
ness directly with more local distributors that may not have 
sophisticated compliance programs or awareness.141 Authori-
ties have been implementing the policy in various provinces 
(by the end of October 2017, all 31 provinces, autonomous 
regions and cities have released plans to implement the two-
invoice system),142 and the State Council hopes this system will 
be implemented across all of China by the end of 2018.143 Over 
the longer term, these policy efforts could potentially cause 
large distributors to expand their distribution networks, which 
could potentially consolidate the distribution landscape.144 

Some regional enforcement authorities have also taken fur-
ther enforcement steps. In August 2017, Shanghai enforcement 
authorities released a number of draft and final anti-corruption 
measures and rules relating to the healthcare industry.145 
These new measures contemplate mandating registration and 
certification of pharmaceutical and medical device company 
representatives, outlining the types of communication and  
interactions that such representatives can have with HCPs, 
prescribing procedures for healthcare institutions to follow 
when receiving such representatives (e.g., the process, time, 
venue, and persons who can or must participate in the visit), 
and requiring healthcare institutions to collect and keep records 
of all visits from company representatives.146 These rules could 
apply broadly to employees and agents of pharmaceutical 
and medical device manufacturers and distributors.147 Viola-
tions of such rules are required to be documented, and repeat  
offenders are required to be reported and blacklisted.148 

The Shanghai authorities also promulgated local provisions to 
increase enforcement of the Blacklist Rules and Blacklist Proce-
dures and the Nine Prohibitions previously enacted by the central 
government (the “Shanghai Blacklist Provisions”).149 The Shang-
hai Blacklist Provisions largely echo the central government’s  
corresponding measures, but also set forth clear requirements and 
procedures for hospitals to report corrupt conduct by suppliers.150 
In sum, these new provisions reflect local authorities’ efforts to 
tackle corruption in the healthcare and life sciences sectors. 

As discussed above, on March 17, 2018, China disband-
ed the NHFPC and consolidated its functions, as well as 
the functions of the Leading Group of the State Council on  
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In October 2016, Wei Pengyuan (National Energy Adminis-
tration official), Bai Enpei (Yunnan and Qinghai Communist 
Party boss), and Yu Tieyi (coal tycoon) were each convicted 
of corruption for accepting millions of RMB in bribes and 
each received a suspended death penalty with no possibility 
for parole.173 Ai Baojun, the ex-director of Shanghai’s free-
trade zone and a former mayor of Shanghai, was sentenced to 
17 years for corruption; the government claimed he pocketed 
USD $7.2 million through embezzlement and bribes.174

SOE leaders, who are often also senior CCP members, 
have also come under fire. In December 2015, the chairman 
and chief executive of China Telecomm, Chang Xiaobing, 
was detained for “severe disciplinary violations.” He resigned 
from his positions and duties in May 2017 after authorities 
sentenced him to six years imprisonment and fined him RMB 
500,000.175 

The Panama Papers leak further revealed the possibility 
of corruption among some of the most senior officials in the 
Chinese government. The Papers showed extensive ties by nine 
of China’s most prominent families—including President Xi’s 
own family—to secret offshore companies at one time or anoth-
er.176 Perhaps in response, the CCP expanded a program enact-
ed in Shanghai in 2015 banning senior officials’ spouses from 
holding senior positions in companies and officials’ spouses, 
children, and children’s spouses from investing in businesses 
and offshore companies.177 Now, in addition to Shanghai, this 
program will also apply to Guangdong, Xinjiang, Beijing, and 
Chongqing.178 Despite these developments, China’s official  
media has censored much of the content related to revelations 
about the holdings of these elite Chinese families from various 
online sources, and has failed to investigate or report further 
on the contents of the Panama Papers as they relate to Chi-
na’s most prominent families.179 Some have commented that,  
regardless of whether the Panama Papers indicate corruption 
among these powerful families, they certainly reveal that these 
families possess enormous wealth—something President Xi 
has tried to avoid flaunting in order to improve public percep-
tion of the CCP.180

As for the “flies,” thousands of local officials have been 
investigated and in some cases tried for bribery-related mis-
conduct since the start of Xi’s campaign. This group includes 
mid-ranking officials, such as Shanghai’s top prosecutor, Chen 
Xu, who is suspected of taking bribes and was removed from 
his position in May 2017,181 down to a municipal police officer 
who was removed from his post in June 2017 and is awaiting 
trial on charges of corruption.182 In 2015, Shanxi province had 
lost so many city and county officials—15,450 in 2014—to 
corruption investigations that it had to appoint new officials 
to fill nearly 300 vacancies in key positions left by the investi-
gations.183 With thousands of “flies” falling victim to corrup-
tion—in many cases in matters involving a substantial amount 
of money—the CCDI faces a “herculean task” in its goal to 
eradicate corruption from every level of government.184 

ing government officials. The CCDI announced that 527,000 
people were punished for corruption in 2017.154 From 2012 to 
2017, Xi’s anti-corruption campaign has seen more than a mil-
lion officials disciplined.155 Among the officials punished for cor-
ruption, 43 were members and alternate members of the CCP 
Central Committee.156 President Xi has reaffirmed China’s fo-
cus on eradicating bribery among officials, vowing to “uphold 
the fighting of tigers [powerful leaders] and flies [lower ranked 
bureaucrats] at the same time” in his campaign against corrup-
tion.157 As of May 2017, President Xi had investigated more than 
120 such “tigers” for corruption.158 In October 2017, Xi again 
signaled intentions to continue the anti-corruption efforts.159 

A string of past investigations of government employees 
supports Xi’s promises. For example, in January 2013, Li Jian-
guo, a member of the elite 25-person Central Politburo oversee-
ing China’s CCP, was reported to be under investigation.160 In 
May 2013, the CCDI announced that Yang Kun, a former vice 
president of the SOE Agricultural Bank of China, was removed 
from public office, expelled from the CCP, and turned over to 
criminal investigators after a party investigation revealed that 
Yang had accepted “massive” bribes.161 In late 2014, the gov-
ernment launched an investigation against former President 
Hu Jintao’s top aide, Ling Jihua, for “disciplinary violations,” 
a party euphemism for corruption,162 and he was sentenced 
to life in prison after being found guilty of accepting bribes, 
abusing power, and illegally obtaining state secrets.163 By late 
2015, a high-level government official in every one of China’s 
31 provinces had fallen subject to a corruption investigation.164

In one of the highest profile cases, in December 2014,  
China’s former security chief, Zhou Yongkang, became the 
most senior official to face corruption charges in the history of 
the PRC.165 Zhou was expelled from the Communist Party, ar-
rested, and charged with accepting bribes, abuse of power and 
leaking state secrets.166 In June 2015, Zhou pled guilty to the 
crimes and was sentenced to life in prison for taking bribes, 
seven years for abusing power, and four years for deliberately 
revealing state secrets.167 Zhou’s family members, including 
his wife and son, were also sentenced and imprisoned.168 

Zhou Yongkang’s fall from grace is linked to a number of 
other high-ranking officials and business leaders that have been 
prosecuted or investigated in anti-corruption purges, includ-
ing Bo Xilai (ex-Politburo member), Li Dongsheng (ex-deputy 
security minister), Jiang Jiemin (ex-national oil executive),  
Liu Hang (mining tycoon) and Guo Yongxiang (ex-top Sichuan 
official).169 In 2016, the CCP sentenced General Guo Boxiong, 
a retired high-ranking military officer, to life in jail for accept-
ing bribes.170 He was expelled from the CCP, stripped of his 
military rank, and had his personal assets seized.171 Likewise, 
Yang Jiacai, assistant chairman of the Banking Regulatory 
Commission, was removed from his post after being placed 
under investigation for corruption by the CCDI one month 
earlier, making him the highest-ranked banking regulator im-
plicated by the government’s anti-corruption crackdown.172 
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Historically, China’s focus on the demand side of bribery 
meant that individuals and companies alleged to have given 
bribes escaped the limelight. However, as discussed above, 
guidance from Chinese authorities indicates a new focus on 
the giving of bribes.205 Before 2010, some had speculated that 
Chinese authorities were reluctant to bring charges against 
multinational corporations (MNCs) that had helped bring in 
over USD $750 billion in foreign investments since 1978.206 
Others suggested that MNCs operating in China had avoided 
scrutiny by hiring well-connected local employees who knew 
the “rules of the game” and “how to deal with [PRC] offi-
cials.”207 Nevertheless, authorities have increasingly taken ac-
tion against MNCs in connection with domestic bribery in-
vestigations. For example, in 2009, the Chinese press reported 
that a Chinese subsidiary of PepsiCo was fined roughly USD 
$102,000 for offering bribes to local chain stores relating to 
product displays.208 In 2010, the CCP announced a nationwide 
investigation into corruption in China’s medical industry,209 

culminating in the trial of Zhang Jingli, a former deputy di-
rector of the State Food and Drug Administration.210 Zhang 
was sentenced to 17 years in prison for a number of criminal 
offenses,211 including accepting bribes from local subsidiaries 
of a multinational life sciences company.212

In 2014, a Chinese court found U.K. pharmaceutical giant 
GlaxoSmithKline’s (GSK) Chinese subsidiary guilty of bribery 
and fined the company nearly USD $500 million, the largest-
ever corporate fine in China.213 Five of the company’s man-
agers were convicted of bribery-related charges and received 
suspended prison sentences.214 

Chinese Health Ministry officials also investigated drug 
manufacturer Sanofi SA after a local newspaper reported that 
the French company allegedly improperly paid hundreds of doc-
tors to prescribe their products.215 Chinese authorities have also 
reportedly made inquiries and visits to sites operated by other 
MNCs, including the Danish companies Novo Nordisk A/S and 
H. Lundbeck A/S, Britain’s AstraZeneca PLC, and U.S.-based Eli 
Lilly.216 GE, Royal Philips and Siemens were also investigated by 
the SAIC for commercial bribery charges.217

B. United States Enforcement Efforts
In light of the nature of Chinese business practices, the tra-
dition of gift-giving, and the ubiquity of SOEs and foreign 
officials, it is not surprising that recent U.S. Foreign Corrupt 
Practices Act (FCPA) enforcement efforts have focused on 
China. Indeed, as of August 2018, there have been 84 FCPA 
enforcement actions involving China.218 

Recent U.S. enforcement actions illustrate some of the 
risks to MNCs doing business in China. These risks include 
the dangers posed by China’s gift-giving culture, using third 
parties, leveraging donations for political favors, and business 
dealings with princelings, as discussed in greater detail below. 

First, U.S. Department of Justice (DOJ) and Securities  
Exchange Commission (SEC) actions have highlighted the risk 

The anti-corruption campaign has looked inwards and 
targeted investigators themselves: since 2012, an estimated 
7,900 corruption investigators across the country, including 
17 CCDI officials, have been punished for wrongdoing.185 The 
deputy CCDI chief sent a warning that “disciplinary officials 
will have to assert tighter control over themselves. Those who 
regulate others will have to regulate themselves in the first 
place.”186 For example, Zhang Huawei, a former anti-graft 
Chinese official, was placed under disciplinary investigation, 
for suspected “violation of party discipline.”187

The government’s crackdown on corrupt officials extends 
beyond its borders. In July 2014, the Chinese government 
launched “Operation Fox Hunt,” followed in April 2015 by 
the “SkyNet” initiative.188 Both campaigns are aimed at track-
ing down suspected corrupt officials who have fled overseas 
and recovering their illegally obtained assets.189 According to 
reports in January 2017, the CCDI had returned 2,600 fu-
gitives, including more than 340 former officials, to China, 
and recovered up to around USD $1.2 billion in illegal as-
sets.190 In one notable case, China’s most wanted economic 
fugitive, Yang Xiuzhu, was returned to the country from the 
United States in November 2016 after 13 years on the run.191 
The Chinese government has trumpeted the campaigns’ suc-
cesses, stating that it has seen 1,300 fugitives suspected of 
economic crimes, and 347 corrupt officials, returned to China 
from abroad in the past year.192 These efforts are an aggressive 
showing by the government to pursue corrupt officials abroad. 

Aside from government officials and SOE leaders, China 
has cracked down on major tycoons, resulting in dozens of 
senior executives allegedly engaged in market manipulation 
going missing over the last few years.193 These executives 
might stay missing, return to work, turn up in custody, or be 
found dead.194 In one major disappearance, Guo Guangchang, 
chairman of the Fosun Group, went missing for a few days 
in late 2015, allegedly to assist government officials with in-
vestigations195 as part of anticorruption efforts in the finan-
cial industry.196 He is now back running Fosun.197 In January 
2016, clothing tycoon Zhou Chengjian went missing for ten 
days and gave no details about his disappearance upon his re-
turn.198 In January 2017, Xiao Jianhua, head of the Tomorrow 
Group, a holding company, was seized from his apartment in 
Hong Kong and taken to China.199 It is unclear what he is 
doing now, although he is reportedly assisting in an investi-
gation of alleged bribery-related misconduct.200 In June 2017, 
Wu Xiaohui, chairman of the Anbang Insurance Group, was  
detained as part of a government investigation201 and autho-
rized others to continue running the business in the mean-
time.202 And just recently, Ye Jianming, an energy tycoon who 
became head of China’s fourth-largest oil conglomerate, CEFC 
Group, was detained for questioning.203 CEFC Group later  
released an announcement that he would relinquish his  
management role on the heels of investors, bankers, and gov-
ernments scrambling for information about his whereabouts.204
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Likewise, in January 2017, Rolls Royce agreed to pay over 
USD $800 million in penalties to resolve bribery investiga-
tions by the DOJ, the United Kingdom’s Serious Fraud Office 
(SFO), and Brazil’s Ministério Público Federal.233 Rolls-Royce 
admitted to improper conduct involving multiple countries, 
including in China, where, in 2013, Rolls Royce admitted it 
failed to prevent bribery in relation to extension of a EUR 5 
million cash credit to China Eastern Airlines in exchange for 
the airline’s purchase of aircraft engines. Some funds were in-
tended to be used by the airline’s employees to attend a two-
week MBA course in New York City and involved “four-star 
accommodation and lavish extracurricular activities.”234 

In other cases, MNCs resolved with U.S. authorities FCPA 
charges stemming from allegedly improper payments by the 
MNC’s Chinese subsidiaries. For example, in April 2018,  
Dun & Bradstreet agreed to resolve alleged FCPA violations 
with the SEC, stemming from alleged improper payments 
made by two Chinese subsidiaries.235 Dun & Bradstreet agreed 
to disgorge USD $6,077,820, with prejudgment interest of 
USD $1,143,664, and a civil penalty of USD $2 million.236

Donations have also come under scrutiny. The Chinese 
subsidiary of Nu Skin Enterprises, Inc., a Utah company, 
was the subject of an SEC investigation based on claims that 
it donated to a charity identified by a Chinese official in ex-
change for the official’s intervention in a local enforcement  
action against the company.237 Nu Skin settled these claims in 
September 2016 for USD $465,700 in disgorgement and USD 
$300,000 in civil penalties.238

Furthermore, the emergence of princelings as industry busi-
ness leaders presents a key risk factor for U.S. businesses. U.S. 
businesses should be aware that doing business with princelings 
can lead to FCPA violations due to the close relationships be-
tween princelings and their state-employed family members.239 
Since 2013, U.S. regulators have investigated whether certain 
financial institutions inappropriately hired the children of Chi-
nese government officials. Banks are not forbidden from hiring 
the children of Chinese government officials. However, such 
hires can implicate the FCPA if done with “corrupt intent,” 
which may be present where the applicant was unqualified, or if 
the job offer was linked to specific business deals. According to 
media reports, certain banks adopted hiring programs to give 
improper preference to the children of Chinese governmental 
officials, potentially to leverage their relationship with govern-
ment decision-makers who might impact the banks’ business.240 

For example, in March 2016, the SEC settled FCPA charges 
with Qualcomm for USD $7.5 million for giving preferential hir-
ing treatment to relatives of PRC officials to obtain business.241  
According to the settlement, Qualcomm deemed the of-
ficials’ relatives as “must place” and “special” hires.242 The 
SEC settlement also stated that Qualcomm provided a  
research grant to a university on behalf of a foreign official’s 
son to help keep the son in the university’s Ph.D. program, and 
that a Qualcomm executive also loaned USD $70,000 to the 

to MNCs presented by China’s gift-giving and favor-exchanging 
culture. The provision of non-cash gifts and favors is not only 
an accepted means of doing business in China, but is expected 
and demanded by many PRC officials.219 Several MNCs op-
erating in China have run afoul of the FCPA because of this 
custom. For example, the SEC settled FCPA charges with BHP 
Billiton in May 2015, wherein the MNC agreed to pay a USD 
$25 million penalty.220 The SEC investigation revealed that 
BHP Billiton offered foreign government officials from Africa 
and Asia free travel to attend the Beijing Olympics and pro-
vided them with hospitality packages valued at USD $12,000 
to USD $16,000 each.221 These foreign government officials 
and employees of SOEs were positioned to help BHP Billiton 
with business and regulatory endeavors.222 BHP Billiton had 
an anti-corruption policy and controls in place for the Beijing 
Olympics hospitality program, but the SEC charged that the 
controls were insufficient in light of the heightened risk for 
bribery and corruption.223 

In another case, SciClone Pharmaceuticals agreed to pay 
more than USD $12 million to settle FCPA charges with the 
SEC in February 2016.224 The settlement alleged that SciClone’s 
China subsidiaries provided improper gifts and travel, among 
other things, to local healthcare professionals to boost its sales 
and to government officials to secure product approvals.225  
The improper items allegedly included sponsorships for cus-
tomers to attend a beer festival, golfing activities, vacation trips 
and other gifts.226 As part of the settlement, SciClone agreed 
to provide reports about its anti-corruption remediation and 
implementation measures to the SEC for three years.227

Second, a number of cases have stemmed from corrupt 
payments made to Chinese officials by local consultants,  
distributors, and other third parties hired by MNCs. For example,  
in February 2016, PTC Inc. agreed to pay over USD $28 
million, including a criminal penalty of USD $14.6 million, 
to resolve FCPA investigations by the DOJ and SEC. PTC’s  
China subsidiaries were accused of providing sightseeing  
travel, gifts, and entertainment to employees of SOE customers.  
The sightseeing trips to locations such as Las Vegas and  
Honolulu were typically arranged by business partners and/or 
provided through third-party agents.228 

Similarly, in June 2016, Akamai, a cloud services and con-
tent delivery network services provider based in the United 
States, entered into a non-prosecution agreement with the SEC 
to resolve potential books and records issues.229 The matter 
related to payments to SOE customers that involved a local 
channel partner. The DOJ declined to prosecute Akamai, the 
first declination under the “FCPA Pilot Program.”230 Shortly 
thereafter, Johnson Controls, Inc. settled its FCPA case with 
the SEC in July 2016, agreeing to pay USD $13.18 million in 
disgorgement and a USD $1.18 million civil penalty.231 Accord-
ing to the settlement documents, the case involved improper 
payments made to Chinese government employees through 
“sham vendors” and agents.232
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smoothly. In a surprising turn in early 2016, China suspended 
its G20 anti-corruption task force after domestic companies 
refused to participate.256 The task force had been working to 
draft policies on transparency, and the move may have oc-
curred in response to sensitivities amid the Panama Papers 
leak.257 Yet later, at the G20 conference in September 2016, 
China set forth a three-pronged approach to combatting cor-
ruption and reaffirmed, with President Obama, the importance 
of the China-U.S. partnership in eradicating corruption.258 
Around the same time, however, some international groups 
complained that although China has been aggressively work-
ing to combat corruption within its own borders, it has done 
little to combat bribery and corruption by Chinese companies 
operating overseas.259 For example, China has resisted efforts 
by the Organization for Economic Cooperation and Develop-
ment (OECD) to encourage China to engage in international 
anti-bribery efforts.260 Among other things, China refused to 
engage with an OECD bribery monitoring group composed of 
41 nations, abstained from joining the OECD’s anti-bribery 
convention, and declined to send a representative to an inter-
national OECD bribery ministerial meeting last year.261 

More generally, there is little evidence that China and other 
countries’ enforcement agencies formally cooperate in enforce-
ment actions. However, in light of the overlap between U.S. and 
Chinese anti-bribery provisions, one country’s enforcement ac-
tions or investigations have triggered parallel investigations in 
the other. For example, in 2008, Siemens settled charges with 
U.S. authorities alleging violations of the FCPA in multiple coun-
tries, including China, for a record-breaking USD $1.6 billion in 
fines, penalties and disgorgement, collectively.262 After the case 
was resolved in the U.S., PRC authorities received information, 
apparently through diplomatic channels, regarding the involve-
ment of Chinese officials in the Siemens bribery matter.263 In 
May 2011, Shi Wanzhong, a senior official of a state-owned tele-
com company, was sentenced to death with a two-year reprieve 
on charges of bribery related to the Siemens matter.264 

Under China’s extraterritorial Fox Hunt and Sky Net  
operations, the Chinese government has also engaged in talks 
with the U.S. and worked with other countries to extradite 
corrupt officials who have escaped abroad and repatriate their 
illicit gains.265 Between January 2014 and April 2018 China 
extradited more than 4,141 criminals from more than 90 
countries or regions in an international anti-corruption effort. 
So far, China has successfully arrested and repatriated 52 of 
its 100 most wanted.266 The Chinese press also reported in 
July 2017 that China plans to recruit dozens of anti-corrup-
tion experts and professionals from G20 member countries to 
help in its fight against cross-border corruption.267 The effort 
is intended to team up Chinese and foreign experts to share 
cross-jurisdictional knowledge to confiscate illegal assets and 
extradite fugitives.268 Rights activists have criticized some of 
the operations as they are preventing several U.S. passport-
holders from leaving China in an effort to reign in corrupt 

official’s son to purchase a home.243 
In another case, the SEC investigated JPMorgan Chase’s 

“Sons and Daughters” program, which gave hiring preferences 
to the children of China’s high-ranking officials in exchange for 
business.244 JPMorgan reportedly maintained a spreadsheet that 
kept track of which hires resulted in business deals, ultimately 
hiring about 100 interns and receiving more than USD $100 
million in business over the course of a seven-year period.245 
In November 2016, JPMorgan settled for USD $264 million in 
fines, divided among the SEC, DOJ, and the Federal Reserve.246 

Likewise, in July 2018, the DOJ and SEC fined Credit  
Suisse USD $76.7 million relating to Credit Suisse’s “prince-
ling program,” pursuant to which Credit Suisse offered to hire 
more than 100 individuals referred by or connected to Chi-
nese officials to win banking business. One “princess” hired 
through this program reportedly did not regularly show up 
for work but received more than USD $1 million in compensa-
tion. Credit Suisse managers maintained a spreadsheet track-
ing which hires resulted in specific business deals.247

Allegedly illicit gift-giving has also resulted in recent individ-
ual enforcement actions. Jun Ping Zhang, former Chairman and 
CEO of technology company Harris Corporation’s subsidiary 
in China, was found to have orchestrated a scheme in which 
his staff used false expense receipts to generate reimbursements 
that funded illicit gifts for hospital and healthcare officials in 
China.248 Ping settled and agreed to pay a USD $46,000 civil 
penalty and work to comply with the FCPA.249 In this case, the 
SEC focused on an individual enforcement, rather than dis-
ciplinary action against Harris, because Harris was initially 
unaware of Zhang’s conduct and self-reported to the SEC and 
DOJ when it did find out.250 Harris has since voluntarily termi-
nated all of its operations in its Chinese subsidiary.251

In an individual action related to the PTC enforcement 
action mentioned above, the SEC also entered into a paral-
lel deferred prosecution agreement with PTC’s former sales 
executive, Yu Kai Yuan.252 This was particularly noteworthy 
because it was the first example of the SEC resolving an FCPA 
action against an individual using a deferred prosecution 
agreement; even more interestingly, the former sales executive 
is a Chinese national living in China.253

INTERACTION AND COOPERATION  
BETWEEN PRC AND U.S. AUTHORITIES
The U.S. and PRC authorities have discussed cooperation to 
combat corruption through various international settings for 
years, including the U.S.-China Anti-corruption Working 
Group of the Joint Liaison Group, G20, APEC, and the UNCAC  
Conference of State Parties.254 There is a great deal of overlap 
between the FCPA and the PRC’s anti-bribery laws, includ-
ing the PRC’s 2011 amendment to Article 164 of its Criminal 
Law described above, which criminalizes bribery of officials 
outside China.255 

These cooperative efforts have not always progressed 
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to pay to Chinese authorities. However, the value of the SEC 
settlement and the fact that it did not require any disgorge-
ment of ill-gotten gains suggests the SEC fine was potentially 
adjusted, at least in part, accounting for fines imposed under 
the Chinese enforcement case.272 

CONCLUSION
China’s increased domestic focus on prosecuting anti-corrup-
tion cases, coupled with aggressive DOJ and SEC enforcement 
against corruption in China, creates a challenging environ-
ment for MNCs doing business in China. In these circum-
stances, companies should continue to closely monitor Chi-
nese and international enforcement trends and implement 
strong anti-corruption compliance policies and procedures 
mindful of both PRC and U.S. law.

officials suspected of siphoning off public funds.269 
Finally, while Chinese and other enforcement authorities 

may not frequently cooperate in enforcement actions, enforce-
ment authorities outside China appear to have taken Chinese 
enforcement into account in their own enforcement actions. 
For example, in September 2016, GSK agreed to settle SEC 
charges under the FCPA’s books and records and internal con-
trols provisions (without admitting wrongdoing) that GSK 
provided gifts, entertainment, and more to drive prescrip-
tions by healthcare providers and hospital staff in China, as 
described above.270 The settlement imposed a penalty of USD 
$20 million and self-reporting requirements on GSK’s com-
pliance programs for two years.271 There is no official report 
that the SEC, in negotiating its settlement with GSK, took into 
account the USD $500 million fine the company was ordered 
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Anti-corruption developments in

India
OVERVIEW1

The Indian economy has caught the world’s interest. The United  
Nations Conference on Trade and Development’s Global  
Investment Prospects Assessment 2016-2018 ranked India as 
the third most attractive country for foreign direct investment 
by multinational enterprises.2 Regarding purchasing power 
parity, India has the third largest economy in the world3 and 
is predicted to eclipse the United States as the second largest 
economy by 2050.4 With roughly 1.32 billion people, India 
is home to over 17 percent of the world’s population and the 
world’s second largest labor force of over 521 million workers.5 
India’s nominal Gross Domestic Product, at USD $2.59 trillion 
in 2017, is the world’s sixth largest.6 It is also the seventh fast-
est growing nation in the world, with its GDP increasing by 7 
percent for the fiscal year ending March 31, 2017.7

Unfortunately, along with its growth and potential, the  
Indian economy continues to struggle with public corruption. 
As early as 1964, the Santhanam Commission, an inquiry 
commission appointed in the 1950s to assess and check cor-
ruption, noted that 44,238 civil servants were penalized for 
corruption from 1957 to 1962.8 High-profile Indian business 
leaders have spoken out publicly against the problems arising 
from public corruption. For instance, in 2011, Ratan Tata, 
chairman of the Tata Group, stated, “I think corruption has 
become worse and if you choose not to participate in [corrup-
tion], you leave behind a fair amount of business.”9 He further 
stated, “[y]ou have a non-level playing field and those who do 
not participate in this (paying bribes) live at a disadvantage.”10

Both Indian businesses and foreign investors have long 
known that India lacks an effective anti-corruption enforce-
ment regime, and recent judgments in the Indian Supreme Court 
(“Supreme Court”) have set a high evidentiary bar for convic-
tions. Instead, anti-corruption efforts in India have turned in-
stead to bringing potentially corrupt situations into the pub-
lic eye, either through information requests under freedom of 
information legislation or through the publication of audits of 
how public money is spent. But as a practical matter, there is 
little in the way of legal punishment for corruption in India.

Although legal enforcement of anti-corruption in India thus 
appears to be lacking, public activism and advocacy against 
corruption have become a significant political force. In August 
2011, massive public demonstrations brought the issue of leg-
islative reform to the forefront of Indian political dialogue.11 
The demonstrations demanded new legislation establishing a 
Lokpal (national ombudsman).12 A version of the legislation 
that the protestors sought was passed in December 2013, but it 
was weaker than the version originally proposed.13 The passed 

legislation left out a key recommendation to bring the Central 
Bureau of Investigation (the “CBI”), India’s premier investiga-
tive agency, within its purview.14 As of the date of this writing, 
the government is still in the process of appointing a Lokpal. 

Nonetheless, the demonstrations popularized the idea that 
all Indians should take action against corruption. The dem-
onstrations also spurred the emergence of the Aam Aadmi  
[Hindi for “Common Man”] Party (the “AAP”), a political par-
ty based on an anti-corruption platform.15 The AAP has gar-
nered tremendous popularity and encourages every individual  
to stand up to corruption fearlessly.

Since coming into power in May 2014, Prime Minister  
Narendra Modi has made anti-corruption and anti-bribery 
campaigns one of the key focuses of his administration.16 
While his efforts to eliminate graft in the country have seen 
positive results, India continues to struggle with corruption 
across the private and public sectors. According to Transpar-
ency International’s People and Corruption Report, India has 
the highest bribery rate of any country surveyed in the Asia Pa-
cific region.17 The Kroll Global Fraud and Risk Report 2016-
2017 (the “Kroll Report”) cited India as the second most men-
tioned jurisdiction when executives were asked whether they 
were dissuaded from operating in a jurisdiction due to fraud 
concerns.18 However, in 2018, India signed into law significant 
amendments to the Prevention of Corruption Act 1988. The 
ultimate effect of these new efforts remains to be seen.

THE SIZE OF THE PROBLEM
Although 53 percent of Indians surveyed for a 2017 Transparen-
cy International report said that the Indian government is doing 
“well” at fighting corruption, 35 percent continue to believe that 
the government is doing a poor job.19 Furthermore, 41 percent 
believe that corruption in India has “increased either somewhat 
or a lot”20 over the prior year and 69 percent reported having 
paid a bribe within the past year for basic government services.21

In 2015, India ranked near the middle of the list on 
Transparency International’s Corruption Perceptions Index 
(the “CPI”) as the 76th least corrupt country, tying Brazil,  
Bosnia and Herzegovina, Burkina Faso, Thailand, Tuni-
sia, and Zambia.22 In 2016, India’s rank decreased slightly, 
tying with China, Brazil, and Belarus as the 79th least cor-
rupt country.23 In 2017, India’s rank decreased again, tying  
Morocco and Turkey as the 81st least corrupt country.24  
In line with this trend, Transparency International finds In-
dia, along with the Philippines and Maldives, among the worst  
regional offenders in suppressing individual and press free-
doms when challenging the status quo.25 While the country’s 
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CPI ranking decreased in 2016 and 2017, India’s corruption 
score improved from 38 to 40 in 2016, and remained at 40 in 
2017, on a scale of 100 (a lower score indicates a higher per-
ception of corruption).26 

According to EY’s Asia-Pacific Fraud Survey 2017 (“EY 
APAC Survey”), 78 percent of Indian employees who respond-
ed to the survey believe that fraud, bribery and corrupt practic-
es continue to be widespread in the country,27 a significant in-
crease from the 58 percent of respondents in EY’s Global Fraud 
Survey 2016.28 The Global Fraud Survey reported that corrup-
tion continued to be a significant risk for companies working 
with government bodies and advised that companies engaging 
with state-owned businesses and government departments put 
in place strong compliance programs to mitigate these risks.29

According to the Kroll Report, 68 percent of Indian re-
spondents indicated that their companies were “affected by 
fraud” in 2016-2017; while still high, this was a twelve-point 
decrease from the 2015-2016 report.30 The 2015-2016 Kroll 
Report also found that respondents from India were, on aver-
age, more likely to report that their companies were “highly 
or moderately” vulnerable to fraud: 77 percent of respondents  
indicated that their companies were exposed to a high or 
moderate level of vendor or procurement fraud, 73 percent of  
respondents claimed their companies were susceptible to cor-
ruption and bribery, and 67 percent stated that their companies 
were at risk for regulatory or compliance breach.31 

Despite acknowledgment of widespread fraud in the coun-
try, few measures are in place to protect companies from  
related vulnerabilities and, where companies have implement-
ed protective measures, they have been only moderately effec-
tive. The Kroll Report found that 61 percent of respondents 
identified junior employees as leading perpetrators of fraud 
within their companies, even though 85 percent of respondents 
reported that their companies invest in background screen-
ing of their staff.32 According to a December 2014 report by  
Deloitte, even where Indian companies have put in place anti-
corruption policies, employees were unaware of these poli-
cies.33 EY’s APAC Survey found that despite any training or 
policies in place, more than half of Indian respondents would 
choose to ignore unethical actions of employees to achieve cor-
porate revenue targets, 47 percent felt under pressure to with-
hold information, and 44 percent of respondents at companies 
where a hotline is in place would not use the hotline.34

RELEVANT REGULATIONS AND JUDICIAL DECISIONS
In May 2011, India ratified the U.N. Convention against  
Corruption (the “U.N. Convention”).35 However, the U.N. 
Convention alone, without domestic implementing legisla-
tion, fails to establish a rigorous enforcement mechanism. For  
example, even though India has enacted laws designed to com-
bat domestic public corruption, it does not yet have domestic 
laws similar to the U.S. Foreign Corrupt Practices Act (FCPA) 
that prohibit bribery of foreign officials. 

The Prevention of Corruption Act 1988 (the “PCA”) is  
India’s major anti-corruption law and is aimed at combatting 
corruption in government agencies and public sector busi-
nesses.36 Under the PCA, as amended in 2018, by the Preven-
tion of Corruption Act (Amendment) Bill 2018 (passed on July 
24, 2018), public servants are prohibited from accepting or 
agreeing to accept any “undue advantage,” defined as “any 
gratification” for themselves or on behalf of any other person 
for doing or refraining from doing any official act. The 2018 
amendment introduced the language “undue advantage” as a 
replacement for “valuable thing,” reinforcing the law’s pre-
existing prohibition on non-monetary, as well as monetary, 
bribes and also clarifying that non-monetary bribery is pro-
hibited even where the inducement cannot be assigned a mon-
etary value. Prior to 2018, public servants who accepted, ob-
tained, or attempted to obtain bribes were liable as principals, 
and individuals that offered such bribes were liable as acces-
sories to the offense. Notably, following the 2018 amendment, 
both bribe payers and recipients are liable as principals, as are 
intermediaries who assist either the bribe giver or recipient. 
However, victims who are extorted into providing an undue 
advantage are not considered bribe givers under the law, pro-
vided they report the matter to law enforcement within seven 
days of the giving of the undue advantage. Defendants under 
the PCA face a prison term between three and seven years and 
a fine if convicted.

The 2018 amendments also extend liability to “commercial 
organisations,” such that business entities may be held liable 
for bribery or consent to bribery by company officers or other 
high-level personnel. Under the 2018 amendments, the defini-
tion of “commercial organisation” now includes partnerships, 
as well as companies either incorporated in India or incor-
porated elsewhere and doing business in the country. Previ-
ously, partnerships were excluded from enforcement under the 
PCA.37 The amendments call for the Central Government to 
publish guidelines with respect to corporate procedures ade-
quate “to prevent persons associated with it from undertaking 
[corrupt] conduct.” Proof of such procedures may be a defence 
to charges under the PCA.

The PCA does not contain a definition of “public servant;” 
instead, Section 2[c] of the PCA sets out an enumerated list 
of persons who are public servants for the purposes of the 
statute. Included under this list are officials in all branches 
of government as well as persons exercising public functions, 
including employees of public agencies and public enterprises. 
Notably, on February 23, 2016, the Supreme Court of India 
(the “Supreme Court”) held in Central Bureau of Investigation 
v. Gelli38 that private bank employees fell within the PCA’s 
definition of “public servant” because the legislation was en-
acted to broaden the purview of the country’s anti-corruption 
law.39 Commentators have suggested that this ruling could po-
tentially expand the enforcement risk companies face in India 
under the FCPA as it might provide an argument that private 
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bank employees in India should be considered public officials 
within the meaning of the FCPA.40

Pursuant to Section 20 of the PCA, as amended, any undue 
advantage accepted or agreed to be accepted is presumed to 
be for a prohibited purpose (though the courts may decline to 
draw such a presumption if the advantage is in the form of ca-
sual meals or gifts of trivial amounts). However, the Supreme 
Court has ruled that for the presumption to arise in the first 
place there has to be proof of demand of a bribe.41 This ap-
pears to render the presumption largely ineffective. On Janu-
ary 6, 2016, the Supreme Court in Krishnan Chander v. State 
of Delhi held that proof that a public servant had accepted a 
payment, without accompanying proof that the public official 
had affirmatively demanded a bribe, was insufficient to sustain 
a conviction under the PCA.42 The ruling has several impli-
cations. First, the Court’s decision means that a discovered 
payment from a private citizen to a public servant, even when 
the payment is believed or reasonably inferred to be improper, 
may be insufficient to establish a violation of the PCA.43 The 
stricter evidentiary standard under the PCA, as clarified by 
the Chander decision, may make it harder to win future brib-
ery convictions—and therefore potentially embolden corrupt  
officials, who believe PCA enforcement is unlikely, to request 
improper payments.44 Next, the Indian Supreme Court’s rela-
tively strict construction of the PCA lies in distinct contrast 
to the broad interpretations that other courts have given to 
international anti-corruption laws such as the FCPA.45

Another key piece of legislation in India that has played a 
significant role in anti-corruption efforts is the Indian Right 
to Information Act (the “RTI”), passed on June 15, 2005.  
The RTI allows Indian citizens access to government infor-
mation, including meetings, funding proposals, and details on 
how governmental decisions are made. According to the offi-
cial website, the RTI “mandates timely response to citizen re-
quests,” including having to respond to information requests 
within 30 days.46 The RTI is frequently used: approximately 
2.03 million requests were filed in 2011-12 nationwide, and 
425,000 were filed in 2014 in the state of Karnataka alone.47 

The pending Companies (Amendment) Bill, 2016 (the 
“Companies Amendment Bill”)48 may also have an impact on 
future anti-corruption efforts.49 The Companies Act 2013 (the 
“Companies Act”) requires that a board report include a Di-
rector’s Responsibility Statement, which, for listed companies, 
indicates that the directors have laid down internal financial 
controls (i.e., policies and procedure for ensuring the orderly 
and efficient conduct of policy) to be followed by the company 
and that such financial controls were adequate and effective.50 
The Companies Act also requires a company’s auditor to spe-
cifically report whether the controls are adequate and oper-
ating effectively. Noting the onus on the company’s directors 
and auditors, Clause 42 of the Companies Amendment Bill pro-
poses to restrict the requirement to internal financial controls 
regarding financial statements. This restriction of mandatory 

disclosures by companies might serve to hinder anti-corruption  
efforts in India. Introduced to the Lok Sabha in February 2016, 
the Companies Amendment Bill is currently pending.

India also passed the Whistleblower Protection Bill on  
February 21, 2014.51 The legislation seeks to provide “adequate 
protection to persons reporting corruption or willful misuse of 
discretion which causes demonstrable loss to the government 
or commission of a criminal offence by a public servant.”52 
It also contains a provision ensuring punishment for false or 
frivolous complaints. While its passage marks an important 
step in the protection of whistleblowers, commentators have 
identified significant gaps in the statute, such as the lack of spe-
cific criminal penalties for physical attacks on whistleblowers 
and the absence of civil penalties for workplace retaliation. In 
May 2015, the Lok Sabha passed the Whistleblowers Protec-
tion (Amendment) Bill 2015 (the “Whistleblower Amendment 
Bill”).53 Among other things, the bill proposed provisions that 
would strengthen safeguards against disclosures that may prej-
udicially affect state sovereignty and security.54 The Minister 
of State for Personnel and Training, Jitendra Singh, has refused 
to send the Whistleblower Amendment Bill to the appropriate 
parliamentary panel, which would have been the next step in 
the legislative process.55 There has not been any progress on 
advancing the Whistleblower Amendment Bill since.

In May 2015, the Indian Parliament passed the Black Money 
(Undisclosed Foreign Income and Assets) and Imposition of Tax 
Act, 2015 (the “Black Money Act”) to curb the circulation of 
black money, as well as undisclosed foreign assets and income.56 
The Black Money Act levies a tax on any undisclosed asset or 
income held abroad by a person who is ordinarily a resident of 
India.57 The Black Money Act penalizes (1) willful attempts to 
evade taxes on overseas income and assets; and (2) non-disclo-
sure and inaccurate disclosure of foreign assets, bank accounts, 
and income.58 Finance Minister Arun Jaitley has indicated that 
one of the purposes of the Black Money Act is to combat money 
laundering. The statute mandates disclosure of foreign assets by 
all individuals, including Indian government officials, making 
it difficult to hide the proceeds of any benefits improperly re-
ceived.59 Relatedly, following the release of the Panama Papers 
by the ICIJ, India in June 2016 joined a group of almost 40 
countries that have committed to an initiative to automatically 
exchange information on beneficial ownership.60 This Europe-
led plan aims to develop a global standard for the exchange 
of beneficial ownership data between law enforcement agencies 
and tax authorities of the various member countries.

Despite these developments, India remains slow to enact 
and implement legislation aimed at combating corruption and 
bribery. One possible reason appears to be that Indian Parlia-
ment legislators themselves have been accused of corruption. 
In the Lok Sabha (“House of the People”), the lower house 
of the Indian Parliament, 34 percent of members elected in 
2014 have corruption charges pending against them.61 For-
mer Comptroller and Auditor General (“CAG”) Vinod Rai,  
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of a Lokayukta in the state.70 Nevertheless, critics believe that 
the Lokayuktas lack sufficient authority to provide any real  
anti-corruption enforcement. Each Lokayukta is set up accord-
ing to the laws of that particular state, depriving the system 
of any uniform jurisdiction. The Lokayuktas also lack power 
to issue binding punishments, and are widely criticized as  
“ceremonial posts” or “post-retirement employment for judges.”  
In 2010, the Lokayukta in Karnataka (where Bangalore is  
located) resigned in “disgust” against the “non-cooperation” by 
the state government in his crusade against corruption.71

RECENT MAJOR SCANDALS
There have been a number of large public scandals indicative 
of the corruption problem in India. Three relatively recent cor-
ruption scandals—the 2G Spectrum, the IPL, and the Com-
monwealth Games—have touched upon key areas of the In-
dian economy and daily life in India. These scandals likely 
motivated members of India’s middle class to take part in the 
Hazare-led demonstrations in August 2011 (see further below).

The largest of the recent scandals involves India’s tele-
communications market, one of the largest in the world. Ac-
cording to the Telecom Regulatory Authority of India, India 
has nearly 930.2 million cellular phone subscribers, making 
the telecommunications market a cornerstone of the Indian 
economy. The scandal, known throughout the media as the 
“2G Spectrum Scam,” involves allegations that government 
officials intentionally rigged the bidding process on the 2007 
government auction of licenses for the 2G spectrum used by 
telecommunications companies for cellular telephone cover-
age.72 The auction awarded 122 licenses in 2008, involved 
more than 85 companies, and was overseen by the Minister 
of Communications and Information Technology, A. Raja. 
According to reports, Raja and others both undervalued the 
2G spectrum and manipulated the bidding. According to the 
comptroller and auditor general, the loss to the exchequer in 
undervaluing the 2G spectrum was estimated to be over USD 
$38 billion.73 Mr. Raja eventually resigned over the reports 
of the scandal and faced criminal prosecution for his involve-
ment. On December 21, 2017 the special CBI court acquitted 
Mr. Raja, including all others involved, of money laundering 
and corruption charges for lack of material proof.74 

Unfortunately, corruption in India is not limited to one 
particular market or sector of the economy. The Indian Premier 
League (“IPL”) is one of the most popular and lucrative sports 
leagues in India. In 2010, the Board of Control for Cricket 
in India (BCCI), which owns the IPL, suspended Lalit Modi, 
the commissioner of the IPL, over allegations regarding silent  
ownership interests in three different IPL teams and an alleged  
broadcasting contract kickback worth over USD $1.6 billion.75  
Additionally, Shashi Tharoor, then a junior foreign min-
ister, was forced to resign over his role in helping a consor-
tium, including his girlfriend, land the winning bid for a new  
IPL team.76

whose office published several reports critical of corruption 
and the Indian government’s response to recent corruption 
scandals, was himself audited by the Controller of General 
Accounts, who reports to the Indian Parliament.

CURRENT ENFORCEMENT REGIME
The Indian Government has designated an agency, the  
Central Vigilance Commission62 (the “CVC”), to receive  
“written complaints for disclosure on any allegation of cor-
ruption or misuse of office and recommend appropriate  
action.”63 Although the CVC is not subject to executive con-
trol, its jurisdiction is limited to certain ranks of government 
officials.64 The CVC does not have jurisdiction over employ-
ees of the state government, persons above the rank of Joint  
Secretary, those seeking or holding elective office, officers of 
political parties, or political parties themselves at either the 
state or federal level.65 The CVC does not investigate allega-
tions of corruption, nor does it have the authority to punish 
those found to have committed corrupt acts, although it does 
make preliminary enquiries when complaints are received. 
Instead, the CVC maintains a list of officials against whom 
the CVC recommends further inquiry and investigation.66  
In 2016, the CVC reportedly received 3,804 cases, and its ef-
forts resulted in penalties being imposed on a total of 18,541 
public officers by various organizations.67

As noted, the CVC has limited jurisdiction and does not 
itself conduct corruption investigations. India does not yet 
have a national office of anti-corruption enforcement with 
the authority to investigate whomever it deems appropriate. 
Legislation enacted in December 2013 introduced the Lokpal 
(national ombudsman, as noted above) who would have the 
authority to investigate and prosecute without the need for 
additional authorization. Despite the laudable goals of the 
law, many claim that under the bill as enacted, the Lokpal 
is too weak to effectively tackle corruption. In any case, cur-
rently India does not have any chief anti-corruption officer. 
The Lokpal is to be appointed by a five-member panel to in-
clude the Leader of the Opposition party, but the Lok Sabha 
does not currently have a Leader of Opposition. However, the  
Supreme Court of India in April 2017 ruled that a Lokpal can be  
appointed in the absence of a Leader of Opposition,68 meaning 
that there is no longer a roadblock to effectively implementing 
the legislation. As of the date of this writing, the government 
is still in the process of appointing a Lokpal.

Until a Lokpal is appointed, India attempts to deal with cor-
ruption through a segmented, state-based approach. The Lokpal  
Bill, as enacted in 2013, requires each state to establish a Loka-
yukta (a state-level equivalent of the Lokpal, as noted above), 
although each state remains free to determine the nature of its 
Lokayukta.69 Several states have set up such institutions. Other 
states, including Uttarakhand, where more than 700 corrup-
tion complaints are pending, have not, though a petition was 
recently filed with the Supreme Court seeking the appointment 
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attention to particular instances of public corruption and to force 
the Government of India to make anti-corruption reforms.86

Hazare began an indefinite hunger strike in Delhi on  
April 5, 2011 to pressure the Indian Parliament to adopt the 
“Jan Lokpal Bill,” a sweeping anti-corruption bill, drafted by 
N. Santosh Hegde, a former justice of the Supreme Court of 
India. The bill would establish a public ombudsman to deal 
with corruption, and give greater authority to the Lokayuktas 
empowered to root out public corruption in the Indian states. 
The bill would also protect whistleblowers. On July 28, 2011, 
the union cabinet approved a version of the bill that exempted 
the prime minister, the judiciary, and certain lower bureau-
crats from the purview of the Lokpal. Then Prime Minister 
Manmohan Singh (“Singh”) rejected Hazare’s demands for 
a stronger bill with longer criminal sentences and greater 
independence for the Lokpal and Lokayuktas.87 Hazare an-
nounced in August 2011 that he would begin a new hunger 
strike to force Prime Minister Singh’s government to pass the 
Jan Lokpal Bill.88 Hazare timed his hunger strike to coincide 
with India’s Independence Day (August 15), in hopes of rallying 
national attention and unity to his cause. Hazare publicly re-
fused to comply with the restrictions the Government attempt-
ed to impose on his hunger strike, including the restriction 
that the hunger strike could last no longer than three days.89 

On August 15, 2011, Singh had Hazare and more than a 
thousand of his supporters arrested as he was about to begin a 
new hunger strike in support of the Jan Lokpal bill. This result-
ed in protests throughout the streets of India. The media and 
the middle class also responded – celebrities, social media plat-
forms, and the news cycle helped contribute to the popularity 
of Hazare’s protest. On August 28, 2011, Hazare broke his fast 
after gaining some concessions from Singh’s government,90 and 
the Lokpal Bill (although still weaker than originally proposed 
Jan Lokpal Bill) was eventually passed in December 2013. 

The Indian government, now headed by Prime Minister 
Narendra Modi (“Modi”), is currently working on setting up 
the Lokpal. In June 2016, Hazare published an open letter to 
Modi.91 Among other criticisms, Hazare noted that, after two 
years in power, Modi’s government had yet to make signifi-
cant progress in establishing the Lokpal on a national level as 
required by the Jan Lokpal Bill. As mentioned earlier, the law 
requires that the Lokpal be appointed by a committee of pub-
lic officers, including the Leader of Opposition, which the Lok 
Sabha does not currently have. However, in April 2017, the 
Supreme Court of India held that a Lokpal can be appointed in 
the absence of a Leader of Opposition,92 eliminating the road 
block to effectively implementing the legislation. 

Amendments to strengthen the Lokpal Bill have recently 
been enacted. In July 2016, the Parliament passed the Lokpal 
and Lokayuktas (Amendment) Bill.93 This legislation amend-
ed the Lokpal Bill to require that a public servant declare 
his assets and liabilities. But while the Jan Lokpal Bill repre-
sents a step forward and has rekindled hope in the country,  

In October 2010, India hosted the Commonwealth Games 
(“CWG”) in New Delhi. Similar to the IPL, the hosting of the 
CWG was pitched to the public as a way for India to demon-
strate that it was among the world’s elite nations. Unfortu-
nately, however, there were allegations of rampant corruption 
relating to the hiring and oversight of contractors and service 
providers for the CWG.77 The CVC released a report noting 
irregularities with the quality of work performed, the amount 
charged for the work, and the involvement of public officials in 
awarding the contracts.78 In particular, 16 projects for stadium 
upgrades, construction, and beautification were identified as 
having used sub-standard materials in construction, or having 
been the product of rigged bidding and favoritism in the selec-
tion of contractors. Each of these ended up on the CVC’s list of 
potential corruption matters to be investigated. Former Orga-
nizing Committee Chairman Suresh Kalmadi was also arrested 
by the CBI and currently faces a criminal trial.79 The CBI also 
sent teams to France and England to investigate private firms 
which had been awarded contracts in partnership with their 
Indian arms. As recently as September 2014, the CBI pursued 
the extradition of three officials of a Swiss company for whom 
summons had been issued for their alleged involvement in the 
scam.80 As of the date of this writing, the matter is still pending. 

The Indian Air Force’s purchase of AgustaWestland helicop-
ters gained attention.81 In February 2010, the Indian Air Force 
signed a deal with AgustaWestland, a UK helicopter manufac-
turer, for the purchase of 12 helicopters. In 2013, however, 
the deal was put on hold following the arrest of the CEO of  
AgustaWestland for allegedly paying bribes through interme-
diaries in order to win the contract. In April 2016, the Milan 
Court of Appeal ruled that bribes had been paid to SP Tyagi, the 
former chief of the Indian Air Force, and his family in order to 
secure the contract. Other high-profile names were implicated 
in the matter, and there were allegations that Sonia Gandhi, the 
president of the Indian National Congress, and senior congress-
men Ahmed Patel and Oscar Fernandes were among the people 
AgustaWestland sought to pay bribes to in order to secure the 
deal. The CBI opened investigations into the matter in 2013 
and is currently pursuing the case.82 On June 25, 2018, the CBI 
sent a request to Ministry of External Affairs in Italy to extra-
dite a middleman in the scam.83 As of the date of this writing, 
the matter is still pending. The matter gained significant media 
coverage, and has come to be referred to as “chopper gate.”84

THE JAN LOKPAL BILL AND CONTINUED  
ACTIVISM AGAINST CORRUPTION
Given the number of recent high profile corruption scandals, 
it does not come as a surprise that in 2011 a social movement 
was organized to try to force the government to crack down 
on corruption.

At the heart of the movement was Kisan Baburao “Anna” 
Hazare, a 77-year-old social activist and anti-corruption ad-
vocate.85 Hazare used hunger strikes in recent years to draw  
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initiative to “tackle corruption by harnessing the collective en-
ergy of citizens,” by allowing any person to log onto the web-
site and report the “nature, number, pattern, types, location, 
frequency and values of actual corrupt acts.” The website al-
lows anonymous postings and provides a free form section to 
describe exactly what the payor experienced. A two-member 
Ombudsman team investigates allegations based on the reports 
received through the website. Since the website’s launch in  
August 2011, over 140,000 reports of bribery have been filed. 
Technology has also played a role in reducing opportunities 
for corruption. Increasing adoption of electronic filing, as in 
the registration of land ownership, has the potential to reduce 
opportunities for graft and demands for facilitation payments 
from local officials.98

In view of this activism, criminal prosecution is no longer 
the only concern a company must consider when evaluating its 
risks related to bribery and corruption. Officials like former 
Comptroller Vinod Rai have highlighted the importance of 
exposing corrupt practices and calling attention to corruption 
even if prosecutions are slow to follow. Companies should also 
continue to monitor non-governmental developments which 
seek to use public awareness and social media platforms to 
identify those engaging in corrupt acts. As the tools for indi-
vidual anti-corruption reporting become more prevalent, com-
panies are more likely to be targeted as examples.

RECENT INTERNATIONAL ENFORCEMENT EFFORTS
A number of FCPA enforcement actions over the past few 
years have involved conduct in India. As of the date of this 
writing, an FCPA action involving India is also currently 
pending against Dmitry Firtash, who formerly controlled 
Group DF Limited.99 There have also been enforcement ef-
forts by the UK’s Serious Fraud Office (SFO) and enforcement 
actions against international corporations by local Indian  
authorities.

In July 2018, spirits-maker Beam Suntory, Inc. (“Beam”), 
the U.S. subsidiary of Suntory Holdings of Osaka, Japan, 
entered into a settlement with the U.S. Securities Exchange 
Commission (SEC) to resolve civil charges over allegations of 
improper payments by Beam’s Indian subsidiary.100 Beam paid 
a total USD $8.2 million penalty, including USD $5.26 mil-
lion in disgorgement and a civil penalty of USD $2 million. 
The SEC alleged that Beam’s local subsidiary “used third-par-
ty sales promoters and distributors to make illicit payments to 
government employees” from 2006 to 2012 to increase sales 
orders and facilitate registrations and distribution of Beam 
products. According to the SEC, the subsidiary directly re-
imbursed the third parties, using false invoices. Beam neither 
admitted nor denied the allegations. The SEC’s order noted 
Beam’s “timely” cooperation in the investigation.

In September 2017, Alere, a Massachusetts-based diagnostic-
test manufacturer, agreed to pay more than USD $13 million 
in penalties to resolve FCPA charges brought by the SEC.101  

there remain issues with the Lokpal as currently envisaged. 
One primary concern is the institution’s lack of independence 
from the government: the majority of the committee charged 
with selecting Lokpal officers is comprised of politicians, 
and only politicians can initiate the removal of these officers.  
Further, some believe that, despite certain mitigating provi-
sions, the government will be able to exert significant control 
over the CBI, the agency the Lokpal will rely on. Additional 
concerns include the exclusion of the judiciary from the Lok-
pal’s jurisdiction, and the absence of a Citizen’s Charter — a 
document listing various rights owed to citizens and facilitat-
ing the efficient remediation of violations.

Despite the Lokpal’s weaknesses and slow implementation, 
Hazare’s protests have drastically increased the scrutiny of cor-
rupt practices in India. In late 2012, activist Arvind Kejriwal 
launched the AAP, which described itself as a “new political 
alternative in India to give voice to common wo/man who 
is being cheated, terrorized and looted by all of the current  
political parties.” The AAP sought to “give power to the 
people, change the culture of corrupt politics, promote trans-
parency, and pursue grassroots democracy.” The party won 
a landslide victory in the 2015 Delhi state elections, and is 
regarded as having disrupted the status quo in a country long 
controlled by only two parties. Even the AAP, however, has 
not been free from allegations of corruption. Kejriwal himself 
was recently accused of bribery.94 

Others have been inspired by Hazare’s successful hun-
ger strike in 2011 and have followed suit in advocating for  
specific causes. In June 2016, following a meeting with Haz-
are, Anjali Damania (“Damania”), the former leader of the 
AAP, announced that she would start an indefinite hunger 
strike in order to seek the immediate resignation of State Reve-
nue Minister Eknath Khadse (“Khadse”). Khadse was accused 
of land-grabbing by a Pune-based realtor, who alleged that 
Khadse had “misused his position as the state revenue minister 
[of Maharashtra] to illegally execute sales deeds for a three-
acre industrial plot at Bhosari in Pune district in the name of 
his wife and son-in-law.”95 Khadse denied the charges, and 
Damania decided to use a hunger strike to force the govern-
ment to act against Khadse.96 Khadse eventually resigned from 
his official position, but he has steadfastly denied any wrong-
doing and also asked the Chief Minister to conduct an investi-
gation into the matter. The inquiry commission appointed by 
the Chief Minister released its report on Khadse in June 2017 
and although the commission placed strictures against him, it 
is rumored that Khadse will return to political office.97

The focus of the media and popular culture on the anti- 
corruption message has also encouraged Indian citizens to take 
greater ownership of policing the actions of the members of the 
bureaucracy and government. One example is the popularity 
of the website “www.ipaidabribe.com.” The website is run by 
the Janaagraha Centre for Citizenship and Democracy, a non-
profit based in Bangalore, India. The website is Janaagraha’s  
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failed to properly record these transactions.
IIIPL allegedly issued invoices against such improper 

payments to Crown Beers India Private Limited (“Crown”),  
AB InBev’s wholly owned subsidiary, as reimbursements for 
the costs of marketing Crown’s beer. Crown recorded some 
of these in its books as reimbursements for legitimate promo-
tional expenses, and the SEC considered this to be a violation 
of the FCPA’s books and records provisions. The SEC also al-
leged that IIIPL and Crown both violated the FCPA’s internal 
controls provisions – IIIPL for failing to ensure that the trans-
actions with promoters were properly recorded on its books, 
and Crown for having inadequate internal accounting con-
trols to detect and prevent the improper payments. Notably, 
the SEC also charged that AB InBev violated the Dodd-Frank 
Act’s whistleblower protection provisions by terminating a 
Crown whistleblower-employee and entering into a separation 
agreement with him that prohibited him from communicating 
with the SEC about IIIPL’s activities in India.

Also in 2016, Cognizant Technology Solution Corporation 
(“Cognizant”), a U.S.-based technology company, disclosed 
that it was conducting an internal investigation into whether 
certain payments related to its facilities in India violated the 
FCPA.108 Cognizant voluntarily notified the DOJ and the SEC 
about its investigation, conducted under the oversight of the 
company’s Audit Committee. Separately, a class-action suit 
has been filed against Cognizant, alleging that Cognizant 
made improper payments for building licenses in India, that 
Cognizant lacked adequate internal controls over financial re-
porting, and that Cognizant had made materially false and 
misleading statements.

In April 2014, the DOJ announced the unsealing of a crimi-
nal indictment charging six individuals associated with British 
Virgin Islands firm Group DF for allegedly violating the FCPA 
with respect to their activities in India.109 Beginning in 2006, 
the defendants allegedly conspired to pay at least USD $18.5 
million in bribes to both state and central government officials 
to secure licenses to mine minerals in the eastern coastal In-
dian state of Andhra Pradesh. The indictment sought forfei-
ture from all six defendants of more than USD $10.59 million. 

In late 2012, the DOJ and SEC announced an FCPA en-
forcement against Delaware company Tyco International and 
a subsidiary.110 Tyco sold and marketed valves and actuators 
manufactured by other entities for the oil, gas, petrochemical, 
commercial construction, water treatment, and desalination in-
dustries. According to the allegations, certain Tyco subsidiaries 
made improper payments, directly and indirectly, to government  
officials in various countries including India in order to se-
cure business, and falsely described these payments in Tyco’s  
records as legitimate charges. The total fines and penalties  
levied were approximately USD $26.8 million. 

Also in 2012, the SEC charged California-based enterprise 
systems firm Oracle with violating the FCPA by failing to 
prevent a subsidiary from secretly setting aside money off the 

The SEC alleged that Alere’s subsidiaries in India and  
Colombia bribed foreign officials through payments from  
consultants and distributors. According to an internal SEC or-
der resolving the matter, Alere subsidiaries obtained profits of 
approximately USD $3.3 million through bribes paid between 
2011 and 2013. The bribes were used to induce and increase 
sales of Alere products to government entities. The SEC order 
also charged that Alere’s India subsidiary failed to maintain 
adequate internal controls. Alere had previously disclosed that 
it had received a subpoena from U.S. Department of Justice 
(DOJ) regarding potential FCPA violations, but the SEC order 
did not mention the DOJ investigation.

In June 2017, engineering and construction firm CDM Smith 
Inc. (“CDM Smith”) entered into a declination with disgorge-
ment with the DOJ, agreeing to disgorge over USD $4 million 
of illegally-gained profits to resolve various FCPA violations.102 
From 2011 to 2015, employees of CDM Smith and its whol-
ly-owned subsidiary in India paid approximately USD $1.18  
million in bribes to officials in the National Highways Author-
ity of India (“NHAI”) in exchange for highway supervision 
and several NHAI contracts. The bribes were paid through 
fraudulent subcontractors. CDM Smith employees also paid 
bribes to officials in the Indian state of Goa in exchange for 
a water project contract. The DOJ agreed not to bring an  
enforcement action against CDM Smith for several reasons, 
including CDM Smith’s voluntary self-disclosure of its poten-
tial violations to the DOJ.

In January 2017, the SEC issued a cease-and-desist order 
against Cadbury Limited (“Cadbury”) and Mondelēz Inter-
national (“Mondelēz”), ordering both companies to cease 
from FCPA violations.103 A USD $13 million civil penalty was 
also ordered against Mondelēz.104 Cadbury India, acquired by 
Mondelēz, had failed to conduct due diligence on an agent 
hired to interact with Indian public officials responsible for 
licensing and approvals.105 

In October 2016, Brazilian aircraft manufacturer Embraer 
S.A. (“Embraer”) entered into an agreement to pay criminal 
and civil penalties totaling over USD $190 million to resolve 
charges brought by the DOJ and the SEC for violations of the 
FCPA in various countries including India.106 The DOJ al-
leged, inter alia, that in 2008 Embraer paid bribes through a 
third party agent in order to secure military aircraft contracts 
worth USD $208 million with the Indian Air Force. These 
bribes were allegedly paid under a false agency agreement that 
Embraer had signed with a shell company set up by the agent. 

In September 2016, the SEC entered into an agreement 
with Anheuser-Busch InBev SA (“AB InBev”) to settle charges 
for violation of the FCPA and the Dodd-Frank Wall Street Re-
form and Consumer Protection Act (“Dodd-Frank Act”).107 
The SEC alleged that InBev India International Private Lim-
ited (“IIIPL”), AB InBev’s Indian joint venture entity, used 
third-party sales promoters to make improper payments to 
Indian government officials to boost sales and production and 
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former senior manager of the U.K. subsidiary of French com-
pany Alstom, for allegedly paying bribes to the Delhi Metro 
Rail Corporation “as inducements or rewards for showing 
favour to the Alstom group in relation to the award or perfor-
mance of a contract.”117

In 2017, the CBI assisted the U.S. Department of Justice 
in its investigation of Cadbury and Mondelēz.118 In 2014,  
the CBI opened an investigation into Britain’s Rolls-Royce 
Holdings (“Rolls Royce”) following whistleblower allegations 
that Rolls Royce had paid kickbacks to secure government 
contracts. Rolls Royce allegedly paid bribes amounting to 
Rs. 5 billion (USD $80 million) through a third party to staff 
at Hindustan Aeronautics Limited, an Indian state-owned  
enterprise, in order to secure a deal to provide marine gas tur-
bines for power generation.119 

CONCLUSION
With the passage of the Lokpal Bill, India took a significant 
and long overdue step in the right direction, but as discussed 
above, the agency is not yet operational, though a recent Supreme 
Court ruling may expedite its implementation, and many find 
its current design weak. Recent rulings by the Supreme Court 
on the PCA have shown that, while the statute adopts a broad 
scope in terms of the definition of public servants, the eviden-
tiary standards are strict and are likely to pose a significant 
challenge to securing convictions. Nonetheless, the most recent 
amendment to the PCA, which establishes a distinct offense 
for commercial organizations, indicates a potential shift in the 
local enforcement landscape.

Nonetheless, it appears that the anti-corruption landscape 
in India is in flux, given the current popular social and political 
advocacy efforts throughout the country. International regu-
lators are also increasingly bringing anti-corruption enforce-
ment actions for conduct in India. This heightens the risk that 
companies doing business in India will increasingly have to 
deal with whistleblowers, scrutiny from the Indian media, and 
increased activity from Indian and international government 
bodies. We expect that Indian companies and foreign compa-
nies alike will be adopting and distributing clear, stand-alone 
anti-corruption polices, implementing broad training pro-
grams, and developing effective internal whistleblower hotlines 
and other monitoring mechanisms to combat the risk of public 
embarrassment or legal enforcement in the future.

company’s books that was eventually used to make unauthor-
ized payments to phony vendors in India.111 The SEC alleged 
that Oracle’s India subsidiary had structured transactions 
with the Indian government on more than a dozen occasions 
in a way that enabled its distributors to hold approximately 
USD $2.2 million of the proceeds in unauthorized side funds. 
Those Oracle India employees then directed the distributors 
to make payments out of these side funds to purported local 
vendors, several of which were merely storefronts that did 
not provide any services to Oracle. Oracle’s subsidiary docu-
mented certain payments with fake invoices. The SEC found 
that these third-party payments “created the risk that the funds 
could be used for illicit purposes such as bribery or embezzle-
ment.” Oracle agreed to pay a USD $2 million penalty to settle 
the charges.112

In 2011, the SEC charged Diageo, one of the world’s larg-
est producers of premium alcoholic beverages, with respect to  
alleged FCPA violations in India, Thailand and South Korea.113 
Among other things, Diageo was alleged to have made more 
than USD $1.7 million in illicit payments to hundreds of In-
dian government officials between 2003 and 2009. These of-
ficials were responsible for purchasing or authorizing the sale 
of Diageo’s beverages in India, and increased sales from these 
payments yielded more than USD $11 million in profit to  
Diageo.114 Diageo agreed to pay more than USD $16 million to 
settle the SEC’s charges.

In 2010, the DOJ and SEC charged Houston-based Pride 
International Inc. and a French subsidiary for violating the 
FCPA by, among other things, paying bribes to government 
officials in India.115 Pride International’s French subsidiary 
had allegedly made payments totaling approximately USD 
$500,000 to third-company companies, believing that these 
funds would be offered or given to an administrative judge 
in India in order to favorably influence an ongoing customs  
litigation relating to the importation of an oil rig into the 
country. The subsidiary paid a USD $32.6 million criminal 
penalty, and Pride International entered into a three-year  
deferred prosecution agreement with the DOJ.

The SFO has also brought enforcement actions for corrupt 
conduct in India. In 2017, it entered into a deferred prosecu-
tion agreement with Rolls-Royce PLC relating to charges stem-
ming from the organization’s conduct in several countries, 
including India.116 In 2014, the SFO charged Robert Hallett, 
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Anti-corruption developments in

Indonesia
OVERVIEW
Indonesia, the world’s fourth-most-populous nation and 
eighth-largest economy,1 enjoys a number of advantages: it 
possesses an abundance of natural resources,2 has steadily 
increased its geopolitical influence,3 has outperformed its 
Southeast Asian neighbors during the global financial crisis,4 
and has positioned itself as one of the “top Innovators among 
emerging economies.”5 As a result, foreign investors view In-
donesia as a key market for business expansion in the Associa-
tion of Southeast Asian Nations (ASEAN).6 

But many observers believe Indonesia could be even further  
ahead were it not for problems of public corruption and weak 
infrastructure.7 Pervasive and long-standing corruption in both 
the public and private sectors in Indonesia not only stymies 
the investments necessary to improve the nation’s infrastruc-
ture, but also creates high levels of uncertainty in assessing and 
minimizing compliance risks. Recognizing this, Indonesia has 
created anti-corruption agencies and empowered them with 
the tools to forcefully fight corruption. Despite broad public 
support, however, reformers have encountered resistance in 
many branches of government, heightening the uncertainty 
surrounding Indonesia’s anti-corruption enforcement.8 For all 
of these reasons, many foreign investors have been reluctant to 
help realize Indonesia’s economic and political potential.9

CORRUPTION IN INDONESIA
The roots of corruption run deep in modern Indonesia, dating 
back to the authoritarian “New Order” administration of Pres-
ident Suharto from 1967 to 1998. The Suharto regime became 
synonymous with korrupsi, kollusi, nepotisme—corruption, 
collusion, and nepotism. For example, the regime’s “privatiza-
tion” campaign in the late 1980s merely transferred state assets 
to Suharto’s inner circle. Afterward, any foreign investor wish-
ing to invest in Indonesia needed to find a “partner” among 
Suharto’s associates. Suharto himself is alleged to have misap-
propriated approximately USD $73 billion during his tenure.10

The end of the Suharto administration led to significant 
improvements in the transparency and accountability of the 
Indonesian government. A surge of anti-corruption sentiment 
led to the establishment of Indonesia’s first anti-corruption 
agency, the Corruption Eradication Commission (Komisi 
Pemberantasan Korupsi, the KPK).11 As set out further below, 
the KPK has initiated high-profile and successful prosecutions 
since its establishment in 2002.12 

However, while the KPK remains popular among the  
public, the agency, as well as President Joko Widodo (whom 
Indonesians elected to office in October 2014 in part on a 

strong anti-corruption platform), have struggled to combat  
entrenched interests in the fight against corruption. For ex-
ample, both the KPK and President Widodo are combating 
a lack of cooperation—or even outright hostility—from the 
Indonesian National Police, a separate and sometimes com-
peting arm of the federal government.13 Possibly in response 
to the KPK jailing over 130 police officers for corruption, 
the Indonesian National Police has sought to prosecute KPK 
agents, frequently in response to petty crimes, resulting in the 
resignation of the KPK Chairman and his deputy in 2015.14 
Funding for the KPK has also proven a recurring problem, 
with the KPK occasionally forced to request public dona-
tions when the lower house of the legislature (the Dewan Per-
wakilan Rakyat, or House of Representatives) has refused to 
disburse funds.15 Beyond starving the KPK of funding, the 
legislature has repeatedly attempted to weaken the KPK’s 
powers, including by attempting to revoke its crucial author-
ity to administer wiretapping.16 

As a result, Indonesia continues to struggle to overcome 
long-entrenched corruption. Public corruption in infrastruc-
ture development illustrates the challenge. Historically, due 
to scarce government resources, the country needed private 
sector investment to build infrastructure, creating potential 
opportunities for corruption.17 In 2011, a KPK official an-
nounced that as much as 40 percent of the money intended 
for certain government projects had been pocketed by corrupt 
officials, and around 70 percent of the KPK’s corruption cases 
involved government contracts.18 Such graft routinely mani-
fests a scheme in which a politically connected contractor or a 
politician with a dummy contracting company rigs the bidding 
to win a government contract at an inflated price, subcontracts 
the project at market value, and then pockets the difference.19 
Diversion of infrastructure funds to corrupt officials has re-
sulted in dramatic disparities between amounts purportedly 
spent on infrastructure and actual results. For example, in 
November 2011, a suspension bridge collapsed on the island 
of Borneo, killing over 20 people and spurring a police investi-
gation into whether the bridge’s materials were of poorer qual-
ity than the contractor claimed.20 In June 2012, three officials 
were each sentenced to a year in prison for negligent supervi-
sion of the bridge’s maintenance.21 Drowning, landslides, and 
flood-related electrocutions killed at least 11 people in Jakarta 
during the 2013 rainy season, and local media questioned 
where the vast sums of money committed to upgrading the 
capital city’s aging infrastructure had really gone.22 

Notably, in the first three years following President Joko 
Widodo’s 2014 inauguration, Indonesia built over 2,600  
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Ultimately, corruption presents ongoing challenges in Indo-
nesia. Recent anti-corruption efforts have made a difference, 
but the fight against corruption is far from over. 

DOMESTIC ENFORCEMENT REGIME
Indonesia has two significant laws targeting corruption. The 
first created an anti-corruption agency, and the second empow-
ered that agency by criminalizing corruption. A regulation guid-
ing the prosecution of corporations, special corruption courts, 
and a host of international commitments support these efforts.

A. Law No. 30/2002 (“The KPK Law”)
The first milestone in Indonesia’s fight against corruption 
was the passage in 2002 of the Law on the Commission for 
the Eradication of Criminal Acts of Corruption (Law No. 
30/2002), which officially created the KPK.39 The Law’s pre-
amble states that corruption is an “extraordinary crime” that 
must be prosecuted by “extraordinary means.”40 The Law cre-
ated the KPK to fulfill this role, and provided a mandate to (1) 
coordinate with and supervise other anti-corruption agencies, 
(2) conduct corruption prevention activities, (3) investigate and 
prosecute corrupt acts, and (4) monitor state administration.

The KPK enjoys wide-ranging investigative powers and a 
certain degree of insulation from other branches of the Indo-
nesian government. In furtherance of its mandate, the KPK 
may tap and record suspects’ communications, access their 
bank accounts, restrict their international travel, and inquire 
into their wealth and tax returns.41 To maintain its indepen-
dence, the KPK exercises full discretion over the appointment 
and dismissal of its personnel, and the agency has a reputa-
tion for providing better training and pay than other govern-
ment employers.42 Furthermore, the KPK can strip cases from 
the National Police and Attorney General where the integrity 
of those offices’ investigations is in doubt.43 To counteract 
the common trend of corruption prosecutions often being 
bargained away or dismissed, Law No. 30/2002 contains a 
unique provision requiring that all investigations initiated by 
the KPK must proceed to prosecution.44

Since its inception in 2004, the KPK has instituted more 
than 300 cases against high-ranking officials, arrested at least 
12 governors, and recovered billions in money tainted by 
graft.45 The KPK has won global praise—as well as domes-
tic trust—for its prosecutorial accomplishments, and greatly 
improved Indonesia’s image in the process.46 After initially be-
ing suspicious of the United Nations Convention against Cor-
ruption (UNCAC), Indonesia changed course and ratified the 
agreement in September 2006. Going further, Indonesian offi-
cials volunteered the nation for a pilot program allowing peer 
review of its compliance with UNCAC.47 In 2010, the G-20 
selected Indonesia to chair its working group on corruption.48 
Four years later, Indonesia “chaired the Open Government Part-
nership, a multilateral platform to promote transparency, em-
power citizens, fight corruption, and strengthen governance.”49  

kilometers of new roads and seven new airports.23 But, much 
to the concern of outside investors and the World Bank, 
state-owned enterprises (SOE) have dominated their privately 
owned peers in securing infrastructure contracts.24 Private 
investing accounted for only 9 percent of total investment in 
infrastructure from 2011–2015.25 And, although Moody’s up-
graded Indonesia’s investment grade in early 2018, the bal-
looning debt of the country’s SOEs has already hindered infra-
structure development and may slow the country’s growth.26

Challenges aside, Indonesian anti-corruption efforts have 
had some success, particularly in improving public percep-
tions of the country’s anti-corruption efforts. In 2017, Indo-
nesia climbed 11 places to tie with Colombia, Panama, Peru, 
Thailand, and Zimbabwe in ranking 96th out of 180 on a list 
of nations prepared by Transparency International, from least 
to most corrupt.27 Also in 2017, Transparency International 
found that 32 percent of Indonesians surveyed had paid a bribe 
in the preceding 12-month period to receive attention from a 
basic services provider—down from 36 percent in 2013.28 In 
the same survey, 64 percent of Indonesians characterized their 
government as “handling the fight against corruption” “fairly 
well” or “very well,” despite 65 percent believing corruption 
had increased over the past year—potentially reflecting beliefs 
that corruption remains pervasive but that at least some gov-
ernmental elements are working to combat it.29 Contrast this 
with 2010, when 33 percent of Indonesians surveyed believed 
the government was “effective or very effective” in fighting cor-
ruption.30 Among 189 countries surveyed by the World Bank, 
Indonesia ranks 72nd in terms of ease of doing business—a sig-
nificant improvement over its 114th place finish in 2015, though 
reflecting the magnitude of the remaining challenge.31 

Similarly, over the last several years, external perceptions 
of Indonesia’s corruption environment have improved, though 
again, significant challenges remain. A U.S. Chamber of Com-
merce survey performed in 2018 found that 65 percent of sur-
veyed U.S. executives were dissatisfied with Indonesia’s level of 
corruption,32 which is objectively problematic for Indonesia’s 
development. However, this reflected an improvement from 73 
percent of executives in 201733 and 84 percent of executives in 
2016.34 Notably, 62 percent of the 2018 respondents labeled 
battling corruption as one of the areas that would “most ben-
efit foreign investors in Indonesia.35 A World Bank Enterprise 
Survey performed in 2015 indicated that corruption was one 
of the top ten business environment constraints in Indonesia.36 
A fifth of the firms surveyed expected to give gifts to obtain an 
operating license, and a third expected to give gifts to secure 
government contracts—though again, this reflected reduc-
tions from 25 and 38.1 percent, respectively, from prior sur-
veys.37 And the time required to obtain licenses and permits 
has seen a marked improvement as well. In 2015, it took six 
days to obtain an operating license or a construction permit 
in Indonesia, down 15 and 26 days from their respective 2009 
wait times.38 
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Through these changes, Law No. 31 substantially widens the  
class of recipients that it is a criminal violation to bribe.60 Third, 
Law No. 31 establishes more severe penalties for corruption, 
including possible prison sentences of four years to life, and 
harsher financial penalties, including fines as high as one billion 
rupiah (approximately USD $71,000). Law No. 31 also man-
dates that corruption cases have priority over other cases, likely 
a response to criticism that the Attorney General and Chief Pros-
ecutor were ineffective in investigating and prosecuting graft.61

However, gaps in Indonesia’s anti-corruption laws persist. 
At present, bribing by Indonesians of foreign officials does not 
violate Indonesian law unless the government can prove that 
the bribe’s purpose harms the public interest.62 Furthermore, 
bribery that occurs purely in the private sector and does not 
meet the definition of a “fraudulent act” also does not violate 
Indonesian law.63 Finally, although the law protects whistle-
blowers from physical harm, it does not prevent workplace 
retaliation or legal consequences, even when a whistleblower 
tenders the information in good faith.64 With these flaws in its 
anti-corruption regime, Indonesia falls short of its commit-
ments under the UNCAC.65

C. Regulation 13/2016 on Procedures for  
Handling of Corporate Crime Cases
The Indonesia Supreme Court promulgated Regulation 
13/2016 in 2016 to guide KPK investigations and prosecutions 
of corporations. The Regulation holds corporations criminally  
liable for crimes committed by any person who, based on ei-
ther a work or other relationship, acts for and on behalf of the 
company.66 The criminal act need not be within the “corpora-
tion’s environment,” which is roughly equivalent to the scope 
of the corporation’s business or an individual’s employment.67 
A judge may sentence a corporation, its board of directors, or 
both for corporate crimes.68 Less than a year following the 
Regulation’s promulgation, the KPK successfully prosecuted a 
corporation for corruption for the first time: on November 27, 
2017, the Jakarta Corruption court convicted the corporation 
PT DGI of embezzling from multiple government projects and 
penalized it 37.8 billion rupiah (at the time, approximately 
USD $2.8 million).69

D. The Corruption Courts
In response to problems with corruption in the judiciary, Indo-
nesia established a special Corruption Court (Tindak70 Pidana 
Korupsi or “Tipikor”) in 2004, convening in Jakarta and only 
hearing cases brought by the KPK.71 At first, unique proce-
dures insulated the Jakarta Tipikor court from the problems 
that plagued ordinary courts; for example, five judges, rather 
than the usual two, presided over the corruption cases, and of 
those, three were “ad hoc” judges, such as lawyers and aca-
demics, who sat alongside the two career judges.72 However,  
some observers criticized the Jakarta Tipikor court as too  
prosecution-friendly—indeed, the court has had a nearly 

Indonesia has not, however, acceded to the OECD Anti-Bribery 
Convention.50

Throughout the last five years, the Indonesian House of 
Representatives has considered revising Law No. 30/2002.51 
In early 2014, the House considered draft laws that would 
have brought Indonesia into full compliance with international 
standards by empowering the KPK to prosecute private sector 
corruption and foreign bribery of Indonesian officials.52 But 
it also would have weakened the Law’s penalties.53 Although 
politicians have stressed that revision is a normal procedure 
that should not be subject to unnecessary speculation, the 
House scrapped the amendment efforts following public out-
cry against the amendment allegedly undermining the KPK’s  
investigatory powers.54 The House has expressed concern that 
the KPK’s wiretapping may be prone to human rights abuses, 
but KPK Commissioner John Budi has criticized the revision 
process as a wider plan to weaken the agency.55 Current efforts 
to revise Law No. 30/2002 have also met significant resistance 
from the public and the global anti-corruption movement.56 

B. Law No. 31 on the Eradication of  
the Criminal Act of Corruption
The other significant statute in Indonesia’s fight against cor-
ruption is Law No. 31 of 1999 (amended by Law No. 20 of 
2001) (Law No. 31) on the Eradication of the Criminal Act of 
Corruption, which criminalizes active and passive corruption 
in the public sector. The basic offense occurs where a person 
gives or promises something to a government employee (1) 
with the intention that the government employee take or not 
take an action in his or her position that conflicts with the ob-
ligations of his or her position or (2) in relation to something 
the government employee has done or not done in his or her 
position that conflicts with his or her obligations. As for the 
recipient of improper payments, the law makes it a crime for 
any government employee to receive such presents or promises 
“where it is known or can be suspected” that such consider-
ation was given in exchange for—or to influence—the govern-
ment employee in doing or not doing something that conflicts 
with his or her obligations.57

Law No. 31 also strengthens and clarifies the anti-corruption 
criminal acts in the Indonesian Criminal Code. First, it defines  
corruption more broadly as involving “[a]nybody who ille-
gally commits an act to enrich himself or another person or a 
corporation which may cause loss to the state finance or state 
economy.”58 The offense of corruption is chargeable based upon 
more than 30 forms of criminal conduct, including bribery,  
embezzlement, extortion, fraud in procurement, conflict of 
interest in procurement, acceptance of an undue gift, and 
loss to the state.59 Second, Law No. 31 broadens the defini-
tion of “government employee” to include anyone receiving 
wages or salaries from state or regional finance, or from cor-
porations that receive assistance from state or regional finance 
or that use capital or facilities from the state or the public.  



Global Anti-Corruption Update  |  55

oil-and-gas company PT Pertamina and liquidating subsidiary 
firms controlled by corrupt interests.85 

But like his predecessor, President Widodo’s anti-corruption  
efforts quickly hit a roadblock. In January 2015, he came under  
fire when he hesitated to withdraw Budi Gunawan as his 
nominee for chief of the National Police following the KPK 
implicating Gunawan in a bribery scandal.86 After weeks of 
public outcry over what the press characterized as his “dither-
ing,” President Widodo withdrew the nomination.87 The KPK, 
which previously held a 100 percent conviction record for all 
targets of its investigations, took the unprecedented step of 
giving up on the Gunawan case and handing it over to the At-
torney General’s office.88 Since then, the National Police have 
become increasingly brazen in their non-cooperation with the 
KPK; for example, Chief Detective Budi Waseso refused to  
declare his wealth to the KPK in May 2015.89

President Widodo has wavered in his support for the KPK. 
Shortly after the Gunawan incident, President Widodo tempo-
rarily suspended the KPK’s chairman, Abraham Samad, and 
one of his deputies, human rights lawyer Bambang Widjojanto, 
because the National Police had named them as suspects in what 
many considered to be politically motivated criminal cases.90

Though the KPK has succeeded with major corruption 
prosecutions, the continued outbreak of new corruption scan-
dals highlights the fact that opportunistic government offi-
cials, lawmakers, and businessmen continue to collude on the 
awarding of state contracts, budget funds, big business deals, 
and even tax breaks in exchange for a piece of the action.91

 In late 2014, a KPK probe into Bank Indonesia impli-
cated top industry leaders and former President Megawati  
Sukarnoputri.92 The KPK alleged that major liquidity support 
debtors of Bank Indonesia colluded with government officials 
to secure clearance letters from the Bank freeing them from 
their obligation to pay their debt.93 In February 2015, however,  
the KPK announced that it would sideline the Bank Indonesia 
case.94 The KPK leadership claimed it had made the decision 
for efficiency purposes to focus on completing more mature 
investigations, but the move drew fire as yet another sign that 
the KPK was losing power.95

In 2017, the KPK successfully prosecuted Patrialis Akbar, 
a sitting justice of Indonesia’s highest court for bribery.96 The 
Jakarta Corruption Court sentenced Justice Akbar to eight 
years imprisonment for receiving USD $70,000 in bribes in ex-
change for influencing the judicial review of the 2014 Animal  
Husbandry and Livestock Health Law.97

Finally, 2018 marks the successful prosecution of Setya 
Novanto, the KPK’s highest profile conviction to date.98 Many 
viewed Novanto, a former speaker of the Indonesian Parliament,  
as corrupt but untouchable.99 After years of legal maneuvering 
and investigation by Indonesia law enforcement, the Jakarta  
Corruption Court found Novanto guilty of rigging the bidding 
process for the contract to produce Indonesia’s new national  
ID cards and sentenced him to 15 years in prison.100 

100 percent conviction rate since its inception.73 In 2006, the  
Supreme Court ruled that Jakarta Tipikor court violated the 
Constitution by creating a dual-track justice system.74 This rul-
ing, and Law No. 46/2009 passed by Parliament in response, 
weakened the Jakarta Tipikor court by diffusing its power be-
tween 33 regional Tipikor courts (one for the district court in 
each provincial capital), and removing the discretion to include 
three ad hoc judges on the five-member ruling panels. At the 
same time, the regional Tipikor courts were allowed to hear 
cases brought by other parties, not just the KPK.75 Whether 
these changes have empowered or neutralized the judiciary’s 
role in anti-corruption enforcement remains to be seen.

RECENT MAJOR ENFORCEMENT ACTIONS
The Indonesian government’s anti-corruption efforts have  
cycled through ambitious campaigns, disappointments, and 
fresh starts. At its inception, the KPK sparked public optimism 
when it quickly began bringing high-profile cases against judges,  
millionaires, and members of parliament.76 

In 2004, Susilo Bambang Yudhoyono was elected president 
in the country’s first direct national elections after decades of 
authoritarian rule. As president, Yudhoyono vowed to admin-
ister “shock therapy” to rid the country’s institutions of their 
endemic corruption.77 But a number of bribery scandals within  
his own party raised doubts about his commitment to anti-
corruption enforcement, and U.S. diplomatic cables leaked 
by WikiLeaks implicated Yudhoyono himself in committing 
bribery, intimidation, and self-enrichment.78 

High-profile bribery scandals continued to plague President  
Yudhoyono’s administration. In 2012, Indonesian Sports 
Minister Andi Mallarangeng resigned after the KPK named 
him as a suspect in a multi-million dollar corruption scandal.79 
In August 2011, two officials in the Ministry of Manpower 
and Transmigration were charged with accepting kickbacks 
from a businesswoman aimed at directing government devel-
opment funds to her region.80 That same month, parliament 
member Muhammed Nazaruddin, the former treasurer of 
President Yudhoyono’s Democratic Party, was arrested after 
fleeing the country when he was implicated in a major brib-
ery scandal involving bid rigging for construction contracts to 
build athlete housing for the Southeast Asia Games.81 After his 
arrest, Nazaruddin publicly accused Democratic Party chair-
man Anas Urbaningrum, widely thought to be a presidential 
contender in 2014, of corruption as well.82

Indonesia elected Widodo as its next president in October 
2014. Widodo emphasized his strong anti-corruption stance 
and working class origins in his campaign slogan: “jujur, bersih,  
sederhana” (honest, clean and humble).83 Jokowi, as President 
Widodo is also known, sought to fight corruption by moving 
many government services online, thus improving accountabil-
ity and depriving bribe-hungry bureaucrats of chances to extort  
backhanders.84 President Widodo also moved to clean up the 
energy sector by replacing the entire board of state-owned  
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investigations so that international cases can proceed more 
efficiently.107 With funding from the Department of State, 
the DOJ’s International Criminal Investigative Training As-
sistance Program (ICITAP) and its Office of Overseas Pros-
ecutorial Development Assistance and Training provide 
anti-corruption training, funds, and assistance to Indonesian 
authorities.108

Even before the U.K. Bribery Act came into force in 2011, a 
prosecution for bribery involving Indonesia was already under 
way in the United Kingdom. In 2010, for example, the U.K. 
subsidiary of Innospec pleaded guilty and paid a criminal fine 
of USD $12.7 million to the U.K. Serious Fraud Office (SFO) 
on charges of bribing Indonesian officials to secure sales.109 By 
the time the SFO closed its investigation in 2014, two former 
Innospec executives had pleaded guilty and two more were 
convicted by jury trial of conspiracy to commit corruption.110 
In 2012, the SFO instructed aircraft engineering group Rolls 
Royce to conduct an internal investigation following whis-
tleblower allegations that the company had bribed Tommy  
Suharto, son of Indonesia’s former president, with USD $20 
million and a blue Rolls-Royce car.111 Then in late 2013, the 
SFO opened a formal Rolls-Royce investigation of its own, 
which culminated in early 2017 with Rolls-Royce paying 
£671 million in penalties for bribing officials in six countries,  
including Indonesia.112

CONCLUSION
For many, corruption in Indonesia remains a fact of life. Pub-
lic outrage spurred the Indonesian government to undertake 
serious anti-corruption efforts in the past few years, and for a 
time the KPK was one of the more active anti-corruption agen-
cies in the world. But intensified police hostility against the 
KPK and the threat of revising the KPK law threatens to slow 
down the pace of anti-corruption enforcement in Indonesia. 
The efforts of the KPK and the numerous impediments it faces 
explain Indonesia’s sustained, but slow, improvement in cor-
ruption metrics. Given this uncertain and volatile regulatory 
environment, and the strength of U.S. and U.K. prosecution 
of bribery in Indonesia, companies doing business in Indone-
sia are well advised to implement robust and thorough anti-
corruption compliance policies, and to scrutinize closely their 
activities in this emerging global power.

Though the KPK’s power and continued effectiveness are 
uncertain, public support and international scrutiny contin-
ue to motivate change. The KPK and other law enforcement 
agencies will likely continue to struggle for power, creating an 
ebb and flow of anti-corruption enforcement for some time to 
come. The recent spate of high profile anti-corruption convic-
tions may signal that the tide is turning in favor of Indonesia’s 
anti-corruption efforts.101

RECENT U.S. AND U.K. ENFORCEMENT EFFORTS
Foreign countries have also prosecuted bribery related to In-
donesia. As the result of enforcement of the U.S. Foreign Cor-
rupt Practices Act (FCPA) and the United Kingdom Bribery 
Act 2010 (U.K. Bribery Act), international companies doing 
business in Indonesia have paid a steep price for inadequate 
anti-corruption compliance. 

The U.S. Securities and Exchange Commission (SEC) and 
U.S. Department of Justice (DOJ) have pursued international 
firms tendering bribes and kickbacks in Indonesia. In 2010, 
Alliance One, a global tobacco company, paid millions in civil 
and criminal fines and disgorgement to settle charges with the 
SEC and DOJ that it violated the FCPA by making improper 
payments to Indonesian tax officials.102 The following year, 
the SEC charged Paul Jennings, the CEO of global chemical 
company Innospec, for approving bribes to Indonesian gov-
ernment officials to win contracts worth approximately USD 
$176 million.103 In 2012, the SEC charged Europe’s largest  
insurer, Allianz SE, with violating the FCPA by paying bribes 
through an Indonesian joint venture company in exchange for 
contracts with this company to insure major infrastructure 
projects. As part of a settlement with the SEC, the company 
was required to pay more than USD $12.3 million in penal-
ties.104 In December 2014, French power and transportation 
company Alstom pleaded guilty and agreed to pay the DOJ a 
fine totaling over USD $772 million to resolve bribery charges 
in countries around the world, including Indonesia.105 And 
more recently, General Cable Corporation paid a USD $20 
million penalty in 2016 as part of a DOJ non-prosecution 
agreement to resolve allegations of bribing foreign government 
officials, including those of Indonesia.106 

U.S. law enforcement agencies and Indonesia’s KPK often 
cooperate to simplify and coordinate domestic anti-bribery 
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figures who had been convicted of bribery.12 
Acknowledging corruption’s toll, former President Lee 

once stated that “unless we eradicate [corruption], we will not 
be able to become a leading, advanced nation.”13 Implicit in 
former President Lee’s statement is the idea of a “Korea dis-
count,” a systemic undervaluing of Korean equities by foreign 
investors,14 which some have attributed to poor corporate gov-
ernance and lack of transparency within the chaebol, Korea’s 
family-owned conglomerates.15 

Acting on former President Lee’s pronouncement, in 
March 2015, then-President Park Geun-hye signed into law 
Act No. 13278, the Improper Solicitation and Graft Act, 
wide-sweeping anti-corruption legislation that won biparti-
san approval in the National Assembly.16 The new anti-cor-
ruption law tightens limits on gifts, meals, and donations to 
public officials, extends criminal liability for corruption to 
corporations, and has an expanded scope that covers a wide 
range of public officials, including employees of state-owned 
enterprises such as media companies and public universities. 
The law officially went into effect on September 28, 2016, 
amid controversy that it is too strict and proscribes conduct 
that critics argue will result in a chilling effect on the coun-
try’s economy.17 The leniency that was the hallmark of Ko-
rea’s previous enforcement policy appears to be giving way 
to a more aggressive prosecutorial posture, with more than 
300 people already being fined or investigated for violating 
the law.18

CORRUPTION IN KOREA
In 2017, Korea was ranked 51st least corrupt out of 180 coun-
tries in Transparency International’s Corruption Perception 
Index (CPI).19 With a CPI score of 54 on a scale from zero 
(highly corrupt) to 100 (very clean), Korea improved by one 
position since 2016, when it received a score of 53 and was 
ranked 52nd least corrupt nation.20 Korea ranked better than 
most of the other countries in the Asia Pacific region, includ-
ing China (77th) and India (81st).21 However, despite beating 
the regional average CPI score of 44,22 Korea ranked below 
New Zealand (1st), Singapore (6th), Australia (13th), Hong 
Kong (13th), Japan (20th), and Taiwan (29th).23 

These figures mirror those granted to Korea by other insti-
tutions in recent years. For example, in 2017 Korea achieved 
a 67th percentile ranking on the World Bank’s Control of Cor-
ruption Index, which measures how likely public officials are 
to abuse their power for personal financial benefit.24 On aver-
age, countries in the East Asia and Pacific region scored in the 
56th percentile.25

OVERVIEW
A positive attitude toward foreign investment and a relatively 
transparent legal regime place the Republic of Korea (Korea) 
among the top countries in which to do business.1 Following 
decades of stagnation and lack of innovation under dictatorial 
leadership, Korea emerged in the 1990s as a successful liberal 
democracy and economic powerhouse, having tripled its eco-
nomic size since 1996.2 Its rapid growth is in large part due to 
its strong intellectual property protections and a highly edu-
cated labor force, making Korea a preferred destination for in-
ternational investors.3 Once a predominantly agrarian society 
and one of the poorest countries in Asia, Korea now boasts a 
high-tech industrialized economy in the trillion-dollar GDP 
club of world economies.4 

Despite its prolific growth and progress, Korea continues 
to struggle with corruption. Numerous high-profile, multibil-
lion-dollar public scandals have afflicted Korea over the past 
several years. Prominent individuals, including ministers, for-
mer presidents, and business leaders, have been found guilty 
of bribery, embezzlement, nepotism, and personally profiting 
from wasteful government spending.5 The most notable of 
these scandals involved the impeachment and conviction of 
former President Park Guen-hye, who was ousted from office 
in March 2017 and sentenced in April 2018 to 24 years in 
prison on charges of bribery, coercion, and abuse of power.6 
Just over a year later, her predecessor, former President Lee 
Myung-bak, also was charged with accepting bribes.7

Such high-profile investigations grab headlines but divert 
attention from wrongdoing at lower levels of government. 
For example, Korea’s Anti-Corruption and Civil Rights Com-
mission (ACRC) reported that 1,423 individuals violated the 
Code of Conduct for Public Officials in 2016.8 Of those vio-
lations, 383 involved the improper receipt of money, goods, 
or entertainment.9 Although the total number of violations 
reported by ACRC has declined steadily each year since its 
peak in 2013, the number of violators in 2016 was neverthe-
less almost twice that recorded in 2008.10 

The prevalence of corruption in Korea is in large part a 
product of prior lax enforcement efforts by prosecutors and 
judges in the past, as well as a culture of leniency evidenced 
by pardons granted to well-connected politicians and busi-
nesspeople convicted of corruption. In 2008, for example, 
Korea’s then-president Lee Myung-bak pardoned 341,000 
executives, politicians, and bureaucrats convicted of corrup-
tion-related crimes, including bribery, fraud, and embezzle-
ment.11 During his final month in office in 2013, former Presi-
dent Lee pardoned 55 individuals, two of them prominent  
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to the law if they commit bribery within Korean territory.40 
Individuals convicted of bribery under the Criminal Code may 
be fined two to five times the amount of the accepted bribe and 
also receive a maximum of life imprisonment for bribes equal-
ing at least one hundred million won (USD $90,000), with 
lesser sentences applicable for lower bribes.41

Although neither the Criminal Code nor the Specific Crimes 
Act explicitly mentions social customs, a “social courtesy excep-
tion” has been well established through court precedent.42 Kore-
an culture mandates that business partners and contacts provide 
one another with gifts, often in cash, on special occasions, such 
as weddings and funerals.43 Gift-giving is also expected on two 
particular Korean holidays, the Lunar New Year, which usually 
occurs early in the calendar year, and Ch’usok (Korean Thanks-
giving) celebrated in the fall.44 A gift’s value does not of itself 
indicate whether it is a customary gesture or a bribe; instead, 
Korean courts look to the intent of the gift-giver.45

Korea acceded to the Organisation for Economic Co-oper-
ation and Development’s Anti-Bribery Convention in January 
1999.46 The convention requires that parties put in place mea-
sures designed to prevent, detect, and investigate foreign brib-
ery.47 In conformity with the requirements of the convention, 
Korea enacted the Act on Combating Bribery of Foreign Public 
Officials in International Business Transactions (the Foreign 
Bribery Prevention Act or FBPA).48 The FBPA prohibits Korean 
nationals from promising, giving, or expressing an intent to 
give a bribe to a foreign public official in order to obtain an 
improper advantage.49 The FBPA also applies to foreign citizens 
who commit the crime in Korean territory.50 In contrast to the 
laws addressing bribery of domestic officials, the FBPA creates 
criminal liability for corporations whose agents or employees 
violate its provisions; however, corporations may avoid liability 
if they have in place a strong compliance program to prevent of-
fenses.51 Violations of the FBPA are punishable by fines propor-
tionate to the gains that can be linked to the illicit payments.52 

In June 2001, Korea passed the Anti-Corruption Act 
(ACA).53 The ACA, intended “to create the clean climate of 
the civil service and society by preventing and efficiently regu-
lating the acts of corruption,”54 provides a code of conduct for 
public officials. The ACA also provides whistleblower protec-
tions.55 The ACA does not, however, provide for an indepen-
dent prosecutor or independent investigative unit to pursue 
claims of corruption. Critics of the ACA believe that, with-
out such a provision, the ACA did not provide a substantial 
change to Korea’s anti-corruption landscape.56 

The ACA also provided for the creation of the Korea Inde-
pendent Commission Against Corruption (KICAC), an inde-
pendent commission charged with developing anti-corruption 
policy, receiving and handling public complaints, and pro-
viding educational programs.57 Due to its weak enforcement 
powers, the KICAC was combined with the Ombudsman of 
Korea and the Administrative Appeals Commission in 2008 
to create the ACRC—a more efficient mechanism for fighting 

Despite the middling statistics, the Korean people’s per-
ception of corruption in their own country remains negative. 
According to Transparency International’s Global Corruption 
Barometer, half of Koreans recently surveyed believed that the 
level of corruption had increased in the past year, while only 17 
percent believed it had decreased.26 The same survey found that 
76 percent of Koreans viewed their government’s efforts to fight 
corruption as “fairly badly” or “very badly.”27 Transparency In-
ternational also reported that Koreans view political parties as 
the most-corrupt institutions in the country, followed closely by 
the legislature.28 Notwithstanding these negative perceptions, 
Koreans nevertheless report significantly fewer instances of 
bribery than do people in other Asia Pacific countries.29

According to a survey conducted by the Korea Institute of 
Public Administration reported on in 2016, Korean business-
persons feel that corruption levels are higher than in previous 
years.30 The survey of 600 Korean business executives and 
400 self-employed businesspersons found that 66.9 percent of 
respondents believed that overall public-sector corruption is a 
serious issue (up from 57.6 percent based on a similar survey 
conducted in 2013).31 Moreover, 78.7 percent of respondents 
believed that corruption is a serious issue among senior public 
officials, while almost 90 percent believed it is a serious issue 
among the country’s parliamentarians.32

CURRENT ENFORCEMENT REGIME
Korea’s current anti-corruption regime was in part a response 
to Korea’s 1997 liquidity crisis, which has been attributed in 
part to corruption within the chaebol (a business conglom-
erate that can encompass a single large company or several 
groups of companies).33 In the years leading up to 1997, some 
chaebol were over-saddled with debt, paying bribes and using 
fraudulent accounting practices.34 Several chaebol, accounting 
for a large part of Korea’s economy, eventually collapsed un-
der massive debts in the face of the Asian financial crisis.35 Fol-
lowing the 1997 crisis, the government recognized the need to 
fight corruption and undertook a number of reforms to do so. 

Domestic bribery has long been illegal under the Korean 
Criminal Code (the “Criminal Code”) and the Aggravated Pun-
ishment of Specific Crimes Act (the “Specific Crimes Act”). Un-
der this framework, bribing a public official is unlawful, and 
public officials who receive, demand, or promise to accept bribes 
in connection with their official duties face heavy penalties.36 
The term “public official” includes those employed by state and 
local governments, as well as senior employees, officers and di-
rectors of government-controlled corporations as prescribed by 
Presidential Decree.37 The corporations and entities considered 
government-owned or government-controlled with respect to of-
ficial bribery are explicitly identified in the Presidential Enforce-
ment Decree promulgated under the Specific Crimes Act.38 

Notably, the Criminal Code prohibits only bribery by nat-
ural persons and does not provide for corporate liability.39 The 
offense is not limited to Korean citizens; foreigners are subject 
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Constitution’s principles of legality, but the country’s highest 
court ruled in July 2016 that “the common good which the 
law could bring outweighs the infringement of journalists and 
private school teachers’ freedom.”69 Nonetheless, critics fear 
that the law could be used to curtail freedom of the press,70 
and may also negatively impact the country’s economy by 
dampening consumer spending and small business sales.71 

On March 26, 2015, then-President Park Geun-hye approved 
the law (Act No. 13278).72 On September 28, 2016, the Kim 
Young-Ran law came into full effect.73 In a survey conducted 
one year later, 89.2 percent of the general public and 95 per-
cent of civil servants indicated that the new law has had a “posi-
tive impact on society.”74 Anti-corruption officials likely would 
agree: Since enforcement began, more than 300 people have 
been investigated or fined for bribery violations under the law.75

RECENT DOMESTIC ENFORCEMENT ACTIONS
A series of high-profile scandals over the past decade has shown 
that, while corruption persists in Korea, prosecutors are becom-
ing more aggressive in combating it. With the country’s new, 
expansive anti-corruption legislation in effect as of September 
2016, domestic enforcement actions likely will increase. 

In early 2011, prosecutors began investigating Korea’s re-
gional banks as part of an inquiry into the Financial Services 
Commission’s failure to properly supervise the industry.76 
Over the course of the investigation, prosecutors raided and 
investigated seven banks. By November of that same year, 
over 100 individuals were indicted for illegal lending, bribery, 
embezzlement, and fraud.77 Prosecutors filed charges against 
executives and controlling shareholders of one of the banks, 
Busan Savings Bank, for creating more than USD $6.5 billion 
in illegal loans and committing accounting fraud and bribery 
to cover up the loans.78 

The bank scandal also implicated government officials, 
including a senior aide to former President Lee Myung-bak 
and a member of Korea’s Board of Audit and Inspection.79 The 
government officials were accused of accepting cash, and even 
a diamond worth nearly USD $30,000, in exchange for turn-
ing a blind eye to the bank’s illegal practices.80 On January 24, 
2013, Lee Sang-Deuk, former-President Lee’s brother and a 
six-term lawmaker, was sentenced to two years in prison and 
fined USD $701,600 for taking kickbacks from bankers and 
a businessman.81

Other corruption scandals plagued former President Lee’s 
administration. The former vice economy minister and a close 
aide of former President Lee, Park Young-joon, was sentenced 
in October 2012 to two years in prison and forfeiture of USD 
$176,431 for accepting bribes relating to a construction deal.82 
The Director of the National Intelligence Service under for-
mer President Lee, Won Sei-hoon, was arrested in July 2013, 
on charges of accepting bribes worth approximately USD 
$132,000 from the head of a construction company.83 In Janu-
ary 2014, Won was found guilty of accepting kickbacks and 

corruption.58 The ACRC states that one of its three main func-
tions is to “[b]uild a clean society by preventing and deter-
ring corruption in the public sector.”59 The ACRC consists of 
15 commissioners, one of whom is chairperson; the National 
Assembly and the Chief Justice of the Supreme Court each 
recommend three commissioners to be appointed, though the 
president makes all final appointment decisions.60

Part of the ACRC’s mission is to establish public-private 
partnerships to ensure that fighting corruption remains a top 
priority in every sector of the country. In September 2014, the 
ACRC, in cooperation with 37 other civic organizations and 
governmental entities founded the Korean Network on Anti-
Corruption and Transparency (K-NACT).61 K-NACT endeav-
ors to build a culture of anti-corruption, transparency, and 
integrity in the country’s public and private sectors through 
various initiatives, including joint research projects, policy 
recommendations, and by providing education and training to 
its member agencies.62

More recently, on March 3, 2015, the National Assembly 
approved landmark anti-bribery legislation. The Act on the 
Prohibition of Improper Solicitation and Provision/Receipt 
of Money and Valuables law, colloquially referred to as the 
“Kim Young-ran Bill” (after the former ACRC chief who first 
proposed it), creates wide-ranging expansions to the country’s 
anti-bribery regime.63 The two most-significant pieces of the 
law extend criminal liability to corporations for bribes made 
by employees and allow prosecutors to seek bribery convic-
tions without proving a direct link between a gift and a par-
ticular favor.64 

The law was enacted in part because of concerns about 
“sponsorship” relationships between officials and business-
people, wherein the sponsor would provide the official with 
financial support, periodic gifts, and expensive dinners, not in 
exchange for any specific favor but instead to establish a favor-
able long-term relationship.65 To combat this practice, the law 
prohibits donations exceeding 100,000 won (approximately 
USD $74), gifts valued at more than 50,000 won (approxi-
mately USD $37) per person, and per-person meal expenses 
over 30,000 won (approximately USD $27), to public offi-
cials—including employees of state-owned enterprises (SOEs), 
such as media companies and public schools.66 

The law provides for imprisonment and heavy fines for of-
fenses involving the provision of anything of value to a public 
official valued at more than one million won (USD $900), or 
multiple gifts with an annual aggregate value in excess of three 
million won (USD $2,500), whether or not those gifts were 
given in exchange for any particular business favor.67 

The law also introduces an expansive definition of “public 
servant,” broadening the term to include private school educa-
tors, journalists and news organization employees, as well as 
the spouses of these individuals, on the ground that persons 
working in these jobs ultimately serve the public interest.68 
This definition was legally challenged as violating the Korean 
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In addition to a series of raids on the offices of Lotte 
Group, Korean prosecutors raided the offices of conglomer-
ates SK Group and Samsung Group, as well as the Korean 
National Pension Services office, as part of its review of the 
donations in question.102 While the Korean constitution pro-
hibits a president from being charged with a crime while in 
office, members of the Korean parliament voted to impeach 
President Park on December 9, 2016.103 The Constitutional 
Court of Korea upheld the impeachment in an 8-0 decision.104 
An election was held on May 9, 2017, which resulted in Moon 
Jae-in taking office.105 

Former President Park Geun-hye was also involved in an-
other major political scandal in April 2015, when Sung Wan-
jong, the former head of construction firm Keangnam Enter-
prises, committed suicide.106 Sung left a suicide note claiming 
to have bribed many of President Park’s closest advisors, in-
cluding Prime Minister Lee Wan-koo and Chief of Staff Lee 
Byung-kee.107 Before his death, Sung had been under investi-
gation for improperly securing for Keangnam Enterprises 46 
billion won (approximately USD $40 million) in government 
loans for overseas development projects.108 Keangnam Enter-
prises was also suspected of obtaining business favors from 
state-owned enterprises such as Korea National Oil Corpora-
tion and the Korea Resources Corporation.109 As a result of 
the scandal, Prime Minister Lee resigned from office after only 
two months on the job.110 Prosecutors indicted Lee on bribery 
charges on July 2, 2015,111 and Lee was convicted on January 
29, 2016 for receiving illegal political funds from Sung.112 

Several months later, former President Park was convicted 
for abuse of power, bribery, and coercion.113 She was sen-
tenced to 24 years in prison and received a fine of USD $17 
million.114 In a related matter, Lee Jae-yong, the son of Sam-
sung’s chairman, was also convicted on corruption charges, 
but an appeals court later reduced his prison term to 2.5 years 
and then suspended it.115

In August 2016, Novartis Korea came under scrutiny for 
a variety of alleged unlawful activities.116 Among them was 
a bribery scheme involving six high-level officials at Novar-
tis, including its then-CEO Moon Hak-sun, providing 2.59 
billion won (USD $2.37 million) in kickbacks for prescribing 
the company’s drugs to patients.117 The company allegedly at-
tempted to conceal the cash payments by passing them off as 
attendance fees and reimbursement for articles the doctors 
contributed to medical journals.118 The corruption investiga-
tion also tipped off law enforcement to other purported mis-
conduct, including alleged tax fraud.119

The nuclear industry in Korea also recently faced corrup-
tion-related scandal. On October 10, 2013, 100 people were 
indicted in connection with falsified safety certifications for 
nuclear reactor parts.120 Among those arrested were a vice pres-
ident at Korea Electric Power Corporation and a former chief 
executive at Korea Hydro and Nuclear Power Company, each 
facing charges of bribery.121 On February 14, 2014, a broker  

sentenced to two years in jail and fined.84 In February 2014, 
Won was also sentenced to three years in jail for meddling 
in the 2012 presidential election by using the National Intel-
ligence Service to sway voters.85 

More recently, former President Lee himself was indicted 
on charges of bribery, tax evasion, and abuse of power.86 Pros-
ecutors accused Lee of taking 11 billion won (approximately 
USD $10 million) in bribes from the country’s National In-
telligence Agency, Samsung, and other entities.87 Samsung is 
alleged to have provided most of that amount, giving former 
President Lee USD $5.8 million in legal expenses paid through 
Lee’s private auto parts company in exchange for a 2009 par-
don of its convicted chairman, Lee Kun-hee.88

The recently ousted president, Park Geun-hye, has also 
faced serious charges of abuse of power, bribery, coercion, 
and leaking government secrets.89 The charges stemmed 
from a June 2016 raid by prosecutors of Lotte Group. Lotte 
Group is considered one of Korea’s family-owned and oper-
ated chaebol.90 It is a diversified, multinational company with 
more than 90 subsidiaries across various industries including 
beer, hotels and chemicals.91 Prosecutors raided the company’s 
Seoul headquarters in response to allegations that company 
executives maintained slush funds and embezzled.92 In April 
2017, Prosecutors indicted Shin Dong-bin, chairman of Lotte 
Group, Korea’s fifth-largest conglomerate, for giving former 
President Park and her friend and reputed spiritual advisor 
Choi Soon-sil 7 billion won (approximately USD $6.5m) in 
exchange for a license to open a duty-free shop.93 In February 
2018, Shin was sentenced to 30 months in prison after being 
found guilty of bribery charges.94 Former President Park and 
Ms. Choi were charged with taking bribes from both Lotte 
and Samsung in return for government support in the transi-
tion of leadership within the companies.95 

 In late October 2016, allegations arose that former Presi-
dent Park had given Ms. Choi inappropriate access to govern-
ment documents, presidential speeches, and other confidential 
information.96 As scrutiny of President Park and Ms. Choi’s 
friendship intensified, additional allegations emerged that Ms. 
Choi had used her relationship with former President Park to 
pressure chaebol and other Korean companies to donate up to 
USD $69 million to foundations controlled by Ms. Choi, with 
some donations possibly further diverted to cover Ms. Choi’s 
personal expenses.97 

On November 20, 2016, Ms. Choi was arrested and indict-
ed on charges of criminal abuse of power, fraud, and coercion 
in regard to the corporate donations.98 Two of President Park’s 
aides were indicted the same day, charged as accomplices to 
the conduct.99 On June 23, 2017, Ms. Choi was sentenced to 
three years’ imprisonment for colluding with Ewha Womans 
University to help her daughter gain admission and obtain 
good grades.100 In February 2018, Ms. Choi was convicted on 
charges relating to corruption, influence-peddling and abuse 
of power and was sentenced to 20 years in prison.101
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ENFORCEMENT UNDER FOREIGN  
ANTI-CORRUPTION LAWS
Companies operating in Korea may be subject to liability un-
der the anti-corruption laws of multiple jurisdictions. Laws 
such as the U.S. Foreign Corrupt Practices Act (FCPA) and the 
U.K. Bribery Act allow prosecutors to assert jurisdiction over 
foreign companies and individuals.138 In the United States, the 
trend for prosecutors to aggressively target foreign businesses 
is evident: in 2016 and 2017 the U.S. Department of Justice 
(DOJ) and the Securities Exchange Commission (SEC) were 
involved in eight multi-jurisdictional anti-corruption actions 
alongside various foreign counterparts. In each of these cases, 
U.S. officials worked closely with local prosecutors in other 
countries.139 Similarly, over the past several years, there have 
been a number of FCPA enforcement actions involving con-
duct in Korea.

In April 2006, Tyco International Ltd. (Tyco) entered into 
a settlement agreement with the SEC, agreeing to pay USD 
$50 million in fines for violations of a number of securities 
laws, including FCPA violations in Korea and Brazil.140 The 
FCPA violations in Korea involved a fire-protection services 
company, Dong Bang Industrial Co. Ltd. (Dong Bang), ac-
quired by Tyco in 1999.141 The SEC alleged that from 1999 
to 2002 Dong Bang made payments to government officials in 
exchange for government contracts and concealed the fraud 
by adding non-existent employees to its payroll.142 The SEC 
further alleged that Tyco learned of the payments through due 
diligence during its acquisition of Dong Bang.143 In its com-
plaint, the SEC noted that Tyco did not have a “uniform, com-
pany-wide FCPA compliance program” and that Tyco failed to 
adequately instruct Dong Bang to comply with the FCPA, “de-
spite Tyco’s knowledge and awareness that illicit payments to 
government officials were a common practice in the . . . South 
Korean construction and contracting industries.”144 

In 2009, Control Components Inc. (CCI), a California-
based industrial valve maker, pled guilty to violating the 
Travel Act and the FCPA by bribing private and state-owned 
enterprises in China, Korea, Malaysia, and the United Arab 
Emirates.145 The Travel Act is a federal criminal statute that 
forbids traveling in interstate or foreign commerce or using 
the U.S. mail for the purpose of engaging in certain specified 
criminal acts, including bribery.146 CCI “was ordered to pay 
[a USD] $18.2 million criminal fine, placed on organizational 
probation for three years, and ordered to create and implement 
a compliance program and retain an independent compliance 
monitor for three years.”147 Han Yong Kim, the former head of 
the company’s Korea office, has been declared a fugitive by the 
U.S. government because of his refusal to face the charges in 
the United States. 148 The Ninth Circuit rejected Han’s request 
to face the FCPA charges from Korea.149 

In 2014, the DOJ filed a civil forfeiture claim to seize 
more than USD $700,000 in alleged corruption pro-
ceeds from former Korean President Chun Doo-hwan.150  

was sentenced to three years and six months in prison for 
accepting USD $1.5 million in kickbacks from Hankook 
Jungsoo Industries Company, a water treatment firm, in ex-
change for assistance in obtaining a bid to participate in a 
government project to build nuclear reactors in the United 
Arab Emirates.122

Another scandal focused on the Korea Professional Foot-
ball League (the K-League), the only professional football 
(soccer) association in Korea. Comprising 16 clubs, the K-
League is one of the most prestigious sports associations in 
Korea, frequently attracting foreign players from Europe and 
South America. In 2011, 46 players were arrested as part of 
a scandal in which, prosecutors alleged, eight matches were 
fixed.123 Numerous players had accepted bribes from crimi-
nal gangs and ex-players who placed bets on fixed matches.124 
Some clubs had up to ten players accepting bribes in exchange 
for agreeing to fix matches.125 Four players implicated in the 
scandal committed suicide.126 Other Korean sports, includ-
ing baseball and volleyball, have also been beset by bribery 
scandals.127 Even Korea’s top beauty pageant, Miss Korea, has 
faced allegations that judges were paid and given expensive 
gifts by contestants and their relatives.128

In Korea, even the pop music industry is not immune to 
corruption. Korean pop represents a USD $300 million mar-
ket in Korea, and is the second-largest pop music market in 
Asia.129 In 2011, a number of staffers at Korea’s radio stations 
and television networks were arrested for allegedly accepting 
bribes from Korean pop stars and their managers.130 Korean 
pop stars were found to have bribed employees at radio and 
television stations to place songs on the charts, including 
songs that had never actually aired on the radio.131

FBPA ENFORCEMENT
The FBPA was rarely used in the decade after its passage.132 In 
2011, however, Korean prosecutors charged two individuals 
with bribing the president of a Korean subsidiary of China 
Eastern Airlines.133 The case tested the definition of “foreign 
official” under the FBPA, with prosecutors arguing that the 
president was a “foreign official” because of the airline’s ties 
to the Chinese government (which owned more than 50 per-
cent of the airline’s capital and appointed the airline’s CEO).134  
The lower court found that the prosecution had not estab-
lished that the president was a “foreign official,” and the ver-
dict of not guilty was affirmed by the Seoul High Court in 
February 2013.135

In June 2018, Korean police raided the headquarters of SK 
Engineering and Construction Company, which is involved in 
the expansion of a U.S. military base south of Seoul.136 The 
company is suspected of directing almost USD $900,000 to 
a U.S. military official to secure a USD $600 million contract 
for infrastructure development at the base.137 Whether the 
company or any of its employees will be prosecuted under the 
FBPA remains to be seen.
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CONCLUSION
Although Korea has taken a strong stand against corruption 
by enacting a full set of reforms, the Korean anti-corruption 
movement is still in progress. Government and business lead-
ers alike recognize that if Korea is to continue to prosper in 
the global economy it must eradicate corruption, even when it 
occurs at the very highest levels of government. 

The Kim Young-ran Law—which expands the scope of 
the country’s anti-corruption laws to cover a wider range of 
public officials and extends derivative corporate criminal li-
ability for individual violations—is seen as the primary tool 
in the country’s fight against corruption. With the law now 
in full effect, prosecutors are expected to continue pursuing 
corruption cases aggressively, especially considering that sev-
eral provisions in the new law increase the odds of successful 
prosecution. As a result, in order to protect themselves and 
their employees under both domestic and international anti-
corruption statutes, Korean companies and foreign companies 
operating in Korea should consider developing appropriately 
robust compliance policies and employee training, and imple-
ment diligent monitoring processes.

Former President Chun was convicted in Korea in 1997 of 
receiving more than USD $200 million in bribes.151 The 
DOJ alleged that the family members of the former presi-
dent illegally laundered Chun’s bribe money into the United 
States “through a web of nominees, trusts and shell compa-
nies[.]”152 The case was settled in March 2015, under terms 
in which USD $1.2 million in assets was to be forfeited to 
the United States (which monies were later returned to Ko-
rea by DOJ) and an additional USD $27.5 million was paid 
to the Korean government to partially settle an outstanding 
criminal restitution order.153

More recently, the brother of former United Nations Sec-
retary-General Ban Ki-Moon was charged in 2017 for violat-
ing the FCPA in connection with the planned USD $800 mil-
lion sale of a skyscraper in Vietnam.154 The alleged scheme 
involved Ban Ki-Sang and his son paying a USD $2.5 million 
bribe to an individual posing as an agent of a foreign official 
who promised to facilitate the transaction.155 Father and son 
were each charged with one count of conspiracy to violate the 
FCPA, three counts of violating the FCPA, and one count of 
money laundering.156
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Anti-corruption developments in

Malaysia
OVERVIEW
Malaysia has emerged as an important economic force over 
the past several decades. Situated in the South China Sea, 
which divides its land mass, Malaysia is located both on a 
peninsula, which it shares with its neighbor Thailand to the 
northwest, and on the island of Borneo, which it shares with 
its neighbor Indonesia to the southeast. With the third-highest 
per capita GDP in South Asia, Malaysia is a relatively newly 
industrialized country. Historically, Malaysia has been an ex-
porter of raw materials and consumer electronics. 

In recent years, Malaysia has pushed to improve Malay-
sia’s standing in the world economy by seeking investments 
in its biotechnology, finance, and other innovation-driven 
industries. Malaysia has also introduced civil reforms aimed 
at improving its economy: in 2010, former President Datuk  
Seri Dr. Chua Soi Lek announced a new affirmative-action 
policy, the New Economic Model, aimed at low-income 
households to help transform Malaysia into a “high-income” 
economic power by 2020. In 2017, former Prime Minister  
Mohammed Najib Razak revealed the National Transforma-
tion 2050 plan (TN50) to transform the country’s economy, 
enhance Malaysian citizens’ well-being regardless of race, col-
or or creed and become a top 20 country in the world economy 
by 2050. These efforts to improve Malaysia’s economy have 
been complemented by new legislation aimed at combatting 
Malaysia’s historically high rates of commercial and political 
corruption. 

Despite increased enforcement efforts, corruption has 
persisted at the highest levels of commerce and government, 
culminating in 2015, in internationally publicized accusations 
that former Prime Minister Najib misappropriated funds from 
a state-owned development fund for personal use. This wide-
ranging global corruption investigation, combined with other 
high-profile corruption scandals in the country, has dimin-
ished investor interest in Malaysia and heightened the poten-
tial risks of doing business in the jurisdiction. 

Notwithstanding these scandals, the May 2018 election 
of current Prime Minister Mahathir Mohamad has brought 
a promise for change. Whether that promise will materialize 
remains to be seen. Prime Minister Mohamad ran on a five-
point anti-corruption manifesto in which he vowed to make 
Malaysia one of the “cleanest” countries in the world. Ma-
hathir, who previously served as Prime Minister for 22 years, 
came out of retirement to take on his former protégé, Najib, 
and end the previous ruling party’s grip on power. Since tak-
ing office, Mahathir has been moving aggressively to inves-
tigate the allegations of fraud and corruption under the pre-

vious government, purging top officials seen as close to the 
previous administration, including appointing a new attorney 
general and a new Commissioner of Malaysia’s Anti-Corrup-
tion Commission. A week after he assumed office, Mahathir 
terminated the contracts of 17,000 political appointees who 
had received exorbitant salaries under the previous adminis-
tration, and terminated a number of no-bid contracts awarded 
to crony companies and government-linked companies. While 
it is too soon to tell if the new administration’s efforts will 
sufficiently reduce corruption, Malaysia appears to be newly 
empowered to tackle corruption.

CORRUPTION IN MALAYSIA
In 2017, Malaysia scored 47 on Transparency International’s 
Corruption Perceptions Index (CPI) (with a score of zero being  
“highly corrupt” and 100 “very clean”). Malaysia’s score places  
it at 62nd out of the 176 ranked countries,1 a seven-spot drop 
from its 2016 ranking and its lowest ranking since the intro-
duction of the CPI.2 Transparency International Malaysia, an 
accredited National Chapter of Transparency International, 
estimated that corruption had cost the country about four per-
cent of its gross domestic product (GDP) each year since 2013.3

Transparency International’s 2017 Global Corruption  
Barometer, which surveys a country’s citizens for their opinions 
about corruption generally and in specific sectors, shows that a 
majority (57 percent) of Malaysian citizens perceive “most” or 
“all” of the police force to be corrupt. Many also believe that 
most or all personnel in the following sectors are corrupt: local 
government councils (48 percent of all respondents), tax collec-
tion (48 percent), business (46 percent), the government (45 per-
cent), the parliament (41 percent), the Prime Minister and his 
office (41 percent), and the judiciary (33 percent).4 Twenty-three 
percent of respondents indicated that they had to pay a bribe 
when accessing basic services.5 Only 11 percent of respondents 
felt that corruption had decreased over the past two years, with 
59 percent responding that corruption had increased and the 
remainder responding that it had stayed the same.6 62 percent 
say their government is doing badly in tackling corruption.7 

Global Integrity, a second non-profit organization dedi-
cated to transparency and government accountability, ranked 
Malaysia as “very weak” in its most recent country report, 
both overall and in the individual categories that collectively 
make up the “overall” score: “Legal Framework” and “Actual 
Implementation.”8 

Previously, in a 2014 report titled “Fraud, Bribery, and  
Corruption Survey 2013,”9 KPMG Malaysia polled 100 top 
Malaysian executives and found that seven out of 10 executives 
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believed bribery and corruption are part and parcel of doing  
business in Malaysia, while 64 percent of the respondents 
believed that business cannot be done there without paying 
bribes.10 Additionally, 81 percent of respondents identified the 
need to obtain routine administrative approvals from govern-
ment agencies as a key motivator for bribery, while 66 percent 
identified the fear of losing contracts because someone else 
had already bribed the decision-maker as a key motivator.11

Transparency International Malaysia’s 2018 Business  
Integrity Country Agenda Assessment (BICA) assessed 15 the-
matic areas to report a baseline assessment of public, private,  
and civil society efforts to promote business integrity in business  
practices. Each area was given a score between 0 and 100;  
a full score of 100 indicated that all requirements under the 
United Nations Convention against Corruption (UNCAC) were 
met.12 Malaysia scored 0 in the area of “Prohibiting Undue  
Influence,” which covers laws and enforcement on political 
contributions, lobbying and other conflicts of interest. Although 
Malaysia received a full score of 100 for its comprehensive laws 
prohibiting bribery (including bribery of public officials, com-
mercial bribery and laundry of proceeds of crime or collusion), 
it received a score of 50 for enforcement of these laws.13

CURRENT ENFORCEMENT REGIME
A. Domestic Laws and Regulations
Over the last decade, Malaysia has made significant efforts to 
reform and strengthen its anti-corruption framework. In Sep-
tember 2008, Malaysia ratified the UNCAC.14 Later the same 
year, to improve transparency in the administration of its anti-
corruption enforcement efforts, Malaysia passed the Malaysian  
Anti-Corruption Commission Act (MACCA).15 The Act came 
into effect at the beginning of 2009, establishing for the first 
time an independent body, the Malaysian Anti-Corruption 
Commission (MACC), charged solely with administering the 
enforcement of anti-corruption laws.16 However, the MACC 
does not possess prosecutorial authority. Rather, the Attorney  
General’s office continues to be charged with prosecuting viola-
tions under the Act.17 The MACC is managed by an intricate sys-
tem of five independent committees whose purpose is to ensure 
that the functions of the Act are implemented efficiently, effec-
tively, independently, with transparency and professionalism.18  
Yet the MACC and the Attorney General have frequently been 
criticized for inaction.19

The reform efforts of the Malaysian government to bolster 
its anti-corruption framework also sought to improve and have 
affected the adjudication and reporting of corrupt or improper 
activities. In 2008, the government introduced two new bills 
concerning the judiciary, the Judges’ Ethics Committee Bill 
2008, to discipline judges who are in violation of the judi-
cial ethics code, and the Judicial Appointments Commission 
Bill 2008, for the transparent selection of judges.20 In 2010, 
Malaysia enacted the Whistleblower Protection Act, which 
protects confidentiality and provides immunity from civil and 

criminal actions.21 Corruption reported to the MACC will be 
kept confidential,22 and whistleblowers who have witnessed 
corruption activities will also be protected under Malaysia’s 
Witness Protection Act of 2009.23 However, since a “whistle-
blower” is defined as any person who makes a disclosure of 
improper conduct to an enforcement agency,24 the protections 
of the Whistleblower Protection Act do not extend to those 
who make disclosures to the media or other non-government-
agency third parties.25

The substance of Malaysian anti-corruption laws has been 
largely unaffected by these government initiatives. Malaysian 
law outlines four main offenses: (1) soliciting or receiving a 
bribe; (2) offering or giving a bribe; (3) intending to deceive 
principal officials; and (4) abusing public power to obtain a 
bribe.26 While “corruption” is not defined by law, the MACC 
defines “corruption” as “the act of giving or receiving any 
gratification or reward in the form of cash or in-kind [thing] 
of high value for performing a task in relation to his/her job 
description.”27 

The law defines “gratification” as including, inter alia, 
money, valuable securities, employment, any valuable consid-
eration of any kind, and “any offer, undertaking or promise, 
whether conditional or unconditional, of any gratification” 
that falls within the meaning of the MACCA.28 Gifts and hos-
pitality are regulated under Malaysian law and, regardless of 
value, must be declared; however, sources indicate that these 
regulations are not frequently enforced.29 Both public and pri-
vate bribery are prohibited, including the bribery of foreign 
public officials.30 The maximum punishment for a violation is 
a prison sentence of 20 years and a fine of “not less than five 
times the sum or value of the gratification.”31

In addition to prohibiting passive and active bribery, the law 
also imposes a duty to report on anyone who has been offered 
or asked for a bribe.32 Failure to report is a criminal offense 
punishable by a maximum sentence of two years’ imprisonment 
and a maximum fine of ten thousand ringgit (equivalent to USD 
$2,497.50) for those asked for a bribe, if “without reasonable 
excuse,” or ten years’ imprisonment and a maximum fine of a 
hundred thousand ringgit (equivalent to USD $24,975) for those 
offered a bribe.33 Malaysia also criminalizes the laundering of 
proceeds received from bribes or from similar improper con-
duct, and Malaysian law contains provisions for the freezing 
and seizing of the proceeds of corrupt acts.34

Most recently, in April 2018, the Malaysian Parliament 
passed the Malaysian Anti-Corruption Commission Amend-
ment Act (MACCA Amendment) with an effective date of 
2020. Modeled after the UK Bribery Act 2010, the MACCA 
Amendment imposes corporate liability for corrupt acts tak-
en by persons associated with a corporation.35 Similar to the 
2009 MACCA, the MACCA Amendment extends extrater-
ritorially; however, the new provisions create a new corporate 
offense, the failure to prevent bribery by an associated person  
of a commercial organization. The MACCA Amendment 
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broadly defines “commercial organization” to include (a) 
companies incorporated in Malaysia, whether carrying on 
business in Malaysia or overseas, (b) companies carrying on 
business in Malaysia, whether incorporated in Malaysia or 
elsewhere, and (c) partnerships and limited liability partner-
ships carrying on business in Malaysia or part of Malaysia. 
Additionally, “persons associated with a commercial organi-
zation” has been broadly defined to include directors, part-
ners, employees or persons who perform services for or on 
behalf of commercial organizations.36 

The new provisions under the MACCA Amendment also 
create a presumption of managerial criminal liability, where a 
director, controller, officer, partner or individual concerned with 
the management of the commercial organization’s affairs is pre-
sumed to be guilty, unless the presumption is rebutted by proof 
that the offense was committed without the manager’s consent 
or with proof that due diligence was exercised to prevent the 
commission of the offense.37 Accordingly, the new MACCA 
Amendment may encourage companies to adopt and implement 
policies. The Malaysian government is expected to release guid-
ance as to the procedures that it would consider adequate.

Violations of the MACCA Amendment carry hefty penal-
ties. Upon conviction, a commercial organization or respon-
sible individual may be liable to (a) a fine of not less than 10 
times the sum or value of the gratification involved or one 
million ringgit (equivalent to approximately USD $243,360), 
whichever is higher, or (b) imprisonment for a term not ex-
ceeding 20 years, or (c) both.38 

B. Enforcement Efforts and Effectiveness
While the Malaysian government is often successful in the cor-
ruption cases it elects to prosecute, the historical perception 
is that enforcement efforts have been focused on small-scale 
corruption and low-level crime, while ignoring the corruption 
of senior officials, including corruption and cronyism among 
the former administration and throughout government insti-
tutions.39 The public outcry culminating in 2016 over the gov-
ernment’s failure to promptly investigate allegations of misap-
propriation levied against high-ranking government officials, 
including former Prime Minister Najib, in connection with 
Malaysia’s state-owned development company, 1 Malaysia 
Development Berhard (1MDB), underlines this perception.40 

Many have perceived the MACC as a political tool used 
to harass and silence activists and minority opponents, rather 
than to stamp out corruption. For instance, in 2012, Rafizi 
Ramli, a well-known and vocal critic of the majority ruling 
party and Vice President and Secretary-General of the oppo-
sition People’s Justice Party, was investigated by the MACC 
and charged by the Attorney General with “revealing confi-
dential banking details.”41 Obliged under Malaysian law to 
report corruption, Rafizi had instead released information to 
the media—thereby forfeiting any potential whistleblower im-
munities—suggesting that government officials may have di-

verted public funds for private real estate purchases.42 Rafizi 
filed an application to quash the charge, claiming that he was 
selectively prosecuted and the case was politically motivated.43 

Although his application was initially denied, proceedings 
against Rafizi were stayed pending appeal and further review 
of Rafizi’s application.44 In April 2015, his appeal was rejected 
and the case sent back to the trial court.45 A subsequent at-
tempt to appeal the constitutionality of the charges against 
him was dismissed in June 2015.46 In October 2016, the Kuala 
Lumpur High Court ruled that Rafizi had defamed the gov-
ernment officials in question.47 In a similar proceeding several 
weeks later, Rafizi (by now a sitting member of the Malaysian 
parliament) was convicted of violating the Official Secrets Act 
and sentenced to 18 months in prison for disclosing a single 
page of a government audit report analyzing the 1MDB fund’s 
failure to make scheduled payments. 48 After failing to success-
fully overturn his conviction, Rafizi resorted to appealing his 
sentencing, requesting for a binding over for good conduct, 
which was granted in June 2018.49 

Global media coverage noted the unprecedented develop-
ment of imprisoning a politician for highlighting and criticiz-
ing potential corruption at 1MDB; all the more notable because 
the Malaysian government still had not prosecuted anyone over 
money missing from the government investment fund. 

Where information regarding graft is made available, crit-
ics believe that the MACC investigates about one out of ev-
ery five and prosecutes about one out of every seven cases.50  

Many, including Rafizi, believe that political powers unduly 
influence the MACC’s prosecutorial efforts, causing selective 
and biased prosecution.51

Malaysians seeking to report on official corruption  
while physically outside their country have not fared better. 
In September 2015, for instance, Khairuddin Abu Hassan,  
a high-ranking official in the majority political party, was ar-
rested by Malaysian authorities and held for 28 days with-
out trial or conviction for passing information related to the 
1MDB misappropriation scandal to the Attorney General of 
Switzerland.52 The inspector general of police called Hassan’s 
actions “tantamount to sabotage of the state,” 53 in violation of 
the 2012 Security Offences (Special Measures) Act (SOSMA), 
an anti-terrorism law reportedly used by Malaysian authori-
ties to detain people without charge to investigate “security 
offenses.”54 Khairuddin’s attorney, Matthias Chang, was also 
charged under the SOSMA.55 While both men were ultimately 
acquitted, they were both unjustly detained in prison until 
their acquittal.56 Currently, Khairuddin has initiated a suit 
against the ex-Inspector General of the Police and ex-Attor-
ney General seeking eight million ringgit (equivalent to USD 
$1,992,280) in damages over his wrongful arrest and deten-
tion.57 Moreover, Khairuddin has flown to several other coun-
tries, including the United States, Switzerland and Australia to 
file police reports against Najib and other relevant actors who 
partook in the 1MDB scandal.58
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under Najib.70 Similarly, Singapore has penalized banks, seized  
hundreds of millions in assets, and jailed or barred bankers 
associated with 1MDB transactions.71 

Notably, since Mahathir assumed office, his new adminis-
tration has formed a special task force to re-open the 1MDB 
investigations with a focus on the alleged criminal conduct  
of individuals involved.72 The special task force, made up of 
Malaysia’s anti-corruption agency, police and the central bank, 
will also be responsible for seeking the cooperation of various 
enforcement agencies in the United States, Switzerland, Singa-
pore and other related countries.73 In July 2018, the special task 
force arrested Najib in connection with suspicious transactions 
at SRC International, a former unit of the 1MDB fund, charging 
him with three counts of criminal breach of trust and of using 
his position for gratification.74 Najib has pleaded not guilty and 
has filed three civil filings against the three top officials of the 
investigation, the anti-graft chief, police commercial crimes head 
and Attorney General, claiming they have prejudiced against him 
over the course of their investigation.75 Najib is currently seek-
ing a court decision on whether there is an element of conflict 
of interest among the three individuals handling of his case but 
the Malaysian high court has granted a gag order barring any 
discussion of the merits of the SRC case from being published.76 

B. Abdul Taib Mahmud
Apart from the 1MDB inquiry, many of Malaysia’s recent ma-
jor enforcement actions have revolved around one man and, 
by extension, his family: Abdul Taib Mahmud, former chief 
minister (head of government) of Malaysia’s Sarawak state,  
located on the island of Borneo. Taib has now been in power 
for over three decades and has a net worth estimated at ap-
proximately USD $15 billion,77 making him the wealthiest man 
in Malaysia.78 A series of cables and correspondences between 
U.S. State Department officials from the mid- to late 2000s, 
which were released by WikiLeaks in 2011, indicate that U.S. 
Embassy sources universally characterized Taib as “highly 
corrupt.”79 According to these reports, Taib and his relatives 
are widely believed to extract a percentage from most major 
commercial contracts—including those for logging—awarded 
in Sarawak.80 Taib and his family are also believed to have 
almost total control over Sarawak’s logging industry.

According to watchdog organization Sarawak Report, 
which has extensively covered Taib’s timber-related activities, 
Taib and his family have been conclusively tied to a large-scale, 
multinational kickback scheme.81 In 2009, the MACC set up 
a task force of 30 agents and began to investigate information 
received and obtained largely from blogs, such as the Sarawak 
Report, concerning Taib’s misconduct.82 The commission scru-
tinized over 500 files and opened 10 investigations into Taib 
for abuse of power in awarding land concessions and logging 
licenses, but stated that it had found no evidence of corrup-
tion.83 In 2014, Taib resigned as Sarawak’s chief minister, nam-
ing his former brother-in-law as his replacement.84 However, 

RECENT MAJOR ENFORCEMENT ACTIONS
A. 1MDB
In what is one of the largest and most highly publicized offi-
cial corruption scandals in recent years, former Prime Minister  
Najib Razak was accused in 2015 of accepting transfers of 
nearly US $700 million in funds from 1MDB—which Najib 
helped establish in 2009, ostensibly to promote the domestic 
economy through strategic investments—to his personal ac-
counts between 2009 and 2015.59 

The United States Department of Justice (DOJ) previ-
ously alleged that up to USD $3.5 billion was improperly  
redirected to Najib and his associates, via the creation of a 
fraudulent joint venture between 1MDB and an oil services 
company called PetroSaudi, and diversion of bond issuance and  
market fundraising proceeds to offshore accounts in Switzer-
land and Singapore.60 Former Prime Minister Najib and 1MDB  
denied wrongdoing.61 

Four separate Malaysian government entities—the central 
bank, a parliamentary committee, the auditor general, and 
police—began probes into 1MDB’s activities.62 Malaysia’s 
then-Attorney General Abdul Gani also initiated an investi-
gation, but stepped down before any enforcement action was 
commenced.63 On August 3, 2015, the MACC issued a state-
ment that the funds in Najib’s personal bank account reflected  
a “donor’s contribution” rather than 1MDB monies, but did 
not identify the donor or the intended purpose of these funds.64 
Around the time the statement was issued, Malaysian police 
arrested two MACC officials and one employee of the attor-
ney general’s office for purported leaks of confidential inves-
tigative information. Gani’s replacement as Attorney General  
then closed that office’s 1MDB investigation in January 2016, 
concluding that the USD $700 million transferred to the  
former Prime Minister Najib was not a corrupt payment made 
through 1MDB but rather a “personal donation” from Saudi 
Arabia’s royal family, with no quid pro quo attached.65 

Although Malaysia’s MACC previously closed its investi-
gations in 2016, governments of several other countries in-
cluding, among others, the United States, Singapore and Swit-
zerland, continue to investigate 1MDB-related individuals 
and institutions.66 The United States filed civil forfeiture com-
plaints in 2016 and 2017 alleging that more than USD $4.5 bil-
lion was diverted from the fund and laundered through a web 
of shell companies and bank accounts located in the U.S. and 
elsewhere.67 In an attempt to recover some of the lost funds, 
the U.S. sought forfeiture and recovery of USD $1.7 billion 
in assets traceable to 1MDB.68 Authorities in Switzerland and 
Singapore have also launched their own investigations. Swiss 
prosecutors launched criminal proceedings against two Petro-
Saudi officials, and the Swiss Attorney General has also opened 
an investigation into the alleged misappropriation of funds 
amid concerns that Swiss banks may have been used for illegal  
activities. 69 The Swiss AG was publicly critical of the lack 
of cooperation from the former Malaysian administration  
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tory, involving USD $6 billion in laundered funds.99 In 2013, 
the New York Times reported that Liberty Reserve, the Costa 
Rica-based money exchange that orchestrated the scheme, used 
unregulated third-party exchangers in Malaysia, Russia, Ni-
geria, and Vietnam to avoid detection and launder illegal pro-
ceeds for identity thieves, drug traffickers, computer hackers, 
and child pornographers.100 Money exchangers based in Ma-
laysia played a key role in hiding the paper trail by converting 
deposits and transfers into electronic currency used by Liberty 
Reserve.101 Since the payments were taken and made by third 
parties, Liberty Reserve was not required to collect any bank-
ing information on its clients, and required users only to have 
an email address to set up an account to avail themselves of its 
illicit services.102 Users did not need to validate their identities 
to use Liberty Reserve’s system.103 As a result, due in part to the 
role played by Malaysian money exchangers, Liberty Reserve 
was able to effectuate its money-laundering scheme without any 
centralized financial paper trail.104

E. Other Enforcement
In July 2014, the Australian government secretly indicted sev-
en executives of subsidiaries of Australia’s central bank, the 
Reserve Bank of Australia (RBA).105 The subsidiaries allegedly 
paid significant bribes for several years to high government 
officials in several countries, including Malaysia.106 According 
to witnesses, top RBA officials were informed of the bribery 
scheme, but actively worked to suppress whistleblower com-
plaints—including by firing the individuals who raised con-
cerns.107 WikiLeaks asserted that the indictment was accompa-
nied by a gag order that explicitly banned reporting regarding 
the involvement of “any current or former Prime Minister of 
Malaysia” in the case.108 Although the gag order was subse-
quently lifted in 2015,109 the case was significantly delayed in 
going to trial. Currently, one of the executives has exhausted 
his funds and can no longer afford a lawyer,110 and another of 
the executives has pleaded guilty for false accounting. He was 
nonetheless spared jail time because the judge found that more 
senior management was more directly culpable.111

UNITED STATES ENFORCEMENT EFFORTS
Since the 1MDB scandal, the eyes of international corrup-
tion enforcement authorities—including the DOJ—have been 
trained on Malaysia. In connection with the 1MDB scandal, 
the DOJ filed several civil suits in 2016 and 2017 seeking for-
feiture of over USD $1.5 billion assets in sum from individuals 
close to former Prime Minister Najib who are believed to be 
the recipients of misappropriated 1MDB funds, in the largest 
matter yet pursued by the DOJ’s Kleptocracy Asset Recovery 
Initiative.112 Najib himself was not named in the forfeiture 
action, but was widely believed to be “Malaysian Official 1” 
cited in the complaint as having diverted hundreds of millions 
of dollars as part of the scheme.113 More recently, the DOJ and 
U.S. Federal Bureau of Investigation have met with Malaysia’s 

Taib was subsequently elected as Sarawak’s governor (head of 
state),85 and the MACC’s corruption investigation was closed 
around the same time (in 2014).86 Critics expressed dismay at 
the Commission’s failure to identify evidence of wrongdoing.87

More recently, Taib and his family have been accused by 
Bruno Manser Fund (BMF), a Swiss non-profit that works to 
conserve tropical rainforests, of funneling the proceeds and 
kickbacks Taib received in awarding lucrative timber and land 
deals to Canadian real estate companies.88 In April 2018, BMF 
sued Royal Bank of Canada, Toronto-Dominion Bank, Manu-
life Financial Corp and Deloitte & Touche for information 
about the flow of money into Sakto Group, a Canadian real 
estate company run by Taib’s daughter and son-in-law that 
owns several office and luxury residential towers in Canada.89 
However, since Mahathir assumed office, BMF has responded 
to the Prime Minister’s call to show evidence on the corrupt 
practices of Taib; thus, there is a possibility the MACC and 
Attorney General will soon reopen Taib’s case.90

C. Musa Aman
In April 2012, Musa Aman, the former chief minister of Sa-
bah, a Malaysian state on the island of Borneo, was under 
investigation by both the Attorney General of Switzerland and 
the MACC for his alleged involvement in a corruption scandal 
relating to Malaysia’s timber industry.91 MACC documents 
published by the website Sarawak Report appeared to tie 
Musa to Michael Chia, who was apprehended in 2007 for al-
legedly attempting to smuggle approximately RM 40 million 
out of Hong Kong to give as a kickback to Musa in an ongo-
ing timber corruption scheme.92 However, Musa vehemently 
denied the allegations, as well as his link to Michael Chia, and 
accused Sarawak Report of defaming him.93 In October 2012, 
Musa was cleared of all charges by de facto Minister of Law 
Mohamed Nazri Abdul Aziz, who claimed that the funds had 
been contributions to the state liaison body and were not for 
Musa’s personal use.94 In 2013, Reuters confirmed that the 
reports released by Sarawak Report were indeed genuine and 
two of the timber firms confirmed that they provided money 
to secure their logging contracts, which were transferred to a 
corporate UBS account belonging to an associate of Musa.95 
Despite such confirmations, however, MACC did not re-open 
its investigation into Musa. In May 2018, Musa lost the Sa-
bah state election but refused to step down as Chief Minister 
and allegedly threatened his successor.96 Subsequent to Musa’s 
failed re-election campaign, Former Sepanggar MP Datuk Ju-
mat Idris submitted a report with supporting documents to 
the MACC seeking an investigation into Musa’s alleged land 
corruption deals.97 Currently, Musa is being sought by the 
Malaysian police and MACC, though he remains at large.98

D. Money Laundering
A multinational investigation beginning around 2009 uncov-
ered one of the largest-ever money-laundering operations in his-
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ments regarding any SEC action in this matter.

CONCLUSION
Although Malaysia has developed a comprehensive anti-corrup-
tion framework and has made significant reform efforts, includ-
ing passing a new amendment to its Malaysian Anti-Corruption 
Commission Act to tackle corporate bribery, corruption contin-
ues to be a serious problem, and the 1MDB scandal is illustra-
tive of Malaysia’s shortfalls in enforcement of its anti-corruption 
laws. At the same time, the 1MDB scandal also appears to 
have triggered affirmative action by the Malaysian government. 
With the exit of former Prime Minister Najib and most of his 
administration, the newly elected Prime Minster Mahathir has 
vowed for significant anti-corruption reform. Although Malay-
sia remains at high risk for corruption, the promise of change 
under Prime Minister Mahathir, as well as improvements to the 
country’s anti-corruption controls, could lead to greater, more 
effective enforcement, the extent of which remains to be seen.

newly formed special task force to discuss the direction and 
focus of the probe into 1MDB and Najib’s alleged role in the 
scandal.114 Although U.S. authorities have not filed criminal 
charges against Jho Low, a Malaysian businessman and cen-
tral figure of the 1MDB scandal, the DOJ has sought to seize 
his assets in the United States, Switzerland, and the United 
Kingdom.115 Most recently, in March 2018, the DOJ sought to 
seize Low’s luxury yacht in Indonesia.116

To date, there do not appear to have been any other notable 
U.S. enforcement efforts related to corruption in Malaysia. In 
October 2012, glassmaker Owens-Illinois Group, Inc., dis-
closed in a U.S. Securities and Exchange Commission (SEC) fil-
ing that violations of the Foreign Corrupt Practices Act (FCPA) 
anti-bribery and books and records requirements may have oc-
curred in foreign countries, including Malaysia, though details 
were not disclosed.117 In August 2013, the company announced 
that the DOJ had declined to pursue an enforcement action 
regarding the investigation.118 There have been no public state-
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Anti-corruption developments in

Russia
OVERVIEW
Since the election of U.S. President Donald J. Trump, news of 
corruption in Russia has been overshadowed by the intense 
scrutiny of Russian interference in U.S. elections. Nonetheless, 
the Trump administration and Congress have been tough on 
Russia.1 For example, President Trump signed a bill imposing 
sanctions on Russia for election-meddling and military inter-
vention in Ukraine after Congress passed it with veto-proof 
majorities.2 The administration has also imposed several 
rounds of sanctions against Russia, expelled Russian diplo-
mats, and closed a consulate.3 The State Department criticized 
Vladimir Putin’s reelection amidst protests and mass arrests.4 
Meanwhile, corruption remains a serious problem in Russia.

Domestic criticism of corruption is also growing, but faces 
repeated obstacles from the government. For example, in the 
past several years, opposition leader Aleksei Navalny and his 
Anti-Corruption Foundation rallied a political movement de-
manding government transparency and accountability, includ-
ing demonstrations and corruption investigations.5 In December 
2017, months before the 2018 elections, Navalny was barred 
from running for President due to a suspended prison sentence 
in a case that is widely believed to be politically motivated.6 Na-
valny continues to hold demonstrations, and most recently spent 
20 days in a Moscow jail for organizing yet another protest.7 

Moreover, while popular anger about government corruption 
has been the animating force behind these protests, corruption is 
not the only grievance demonstrators want to address. Broader 
issues including economic instability and the erosion of democ-
racy are also of concern to many.8 Russia has become increas-
ingly isolated in the aftermath of its 2014 military intervention 
in Ukraine, its annexation of Crimea, and the resulting sanc-
tions from the United States and the European Union, among 
others, targeting Russia’s citizens and sectors of its economy.9 
Russia retaliated with sanctions of its own,10 and it appears in-
creasingly unwilling to cooperate and comply with international 
agreements. In 2017, in response to Russian election meddling 
in the United States, the U.S. Congress passed the Countering 
America’s Adversaries Through Sanctions Act, which imposed 
further sanctions against Russia.11 Under the Act, the Trump 
administration continues to enforce sanctions, including against 
Russian companies, oligarchs, and government officials.12

Before Russia’s 2014 annexation of Crimea, the country 
had taken major steps towards integrating itself into the in-
ternational economy. In 2012, after 19 years of negotiations, 
Russia formally acceded to the World Trade Organization.13 
It was also making progress towards full membership in the 
Organisation for Economic Co-operation and Development 

(OECD). The OECD adopted a “roadmap for accession” in 
2007,14 and in 2011 invited Russia to join its Anti-Bribery 
Convention and Working Group after the country enacted 
legislation prohibiting Russian businesses from bribing for-
eign public officials.15 In January 2014, the OECD Secretary-
General remarked that Russia’s accession was proceeding with 
“increased momentum,” and represented a “win-win situa-
tion for the OECD.”16 However, in March 2014, the OECD 
suspended the accession process.17 While the OECD did not 
explicitly link its decision to Russia’s intervention in Crimea, 
it simultaneously committed to strengthening its cooperation 
with Ukraine.18 The upshot is that Russia’s actions in Crimea, 
alleged election meddling in the United States, and retaliatory 
sanctions against the United States and the European Union 
are impairing its ability to further develop a modern, integrat-
ed economic relationship with the rest of the world.

Outwardly at least, Russia continues to work towards 
countering corruption and meeting international obligations. 
In recent years, Russia passed tough new anti-corruption laws, 
including responding to criticisms by the OECD Working 
Group on Bribery19 by adopting stronger laws to enforce for-
eign verdicts and expanding liability for commercial bribery.20 
Russia also took steps to improve its anti-money laundering 
legislation.21 In 2017, the country completed a national anti-
corruption initiative, 22 and on June 30, 2018, President Putin 
announced a National Anti-Corruption Plan for 2018-20.23 

Despite these efforts, the level of corruption in Russia has 
risen, or, at best, remained constant, according to most ana-
lysts.24 Transparency International reported that bribe-taking 
in Russia increased in 2017, with the total amount of bribes 
amounting to RUB 6.7 billion (USD $119 million).25 Whether 
this increase coincides with an actual increase in bribes, or 
rather an increase in reported bribes now that Russia’s laws 
are being more actively enforced, remains unclear. While Rus-
sian authorities have investigated and prosecuted numerous 
cases of corruption, in many instances, those investigations 
and prosecutions appeared to be a means of settling political 
scores. In addition, there continues to be a lack of consistent, 
reliable data on law enforcement activity in Russia.

Foreign investor perception of Russia is also mixed. More 
than 90 percent of respondents to a 2015 Ernst & Young sur-
vey of foreign companies with investments in Russia viewed 
the economic situation there as unfavorable or having deterio-
rated in 2015.26 However, in a 2018 survey, Ernst & Young 
reported that foreign direct investment (FDI) in Russia was up 
16 percent from 2016, eclipsing the 2 percent growth of the 
previous year.27 Ernst & Young also ranked Russia the fifth 
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most-popular European destination for FDI in 2017,28 with 
a majority of new investment coming from Asian countries.29

In the meantime, companies looking to take advantage 
of investment opportunities in Russia must be aware of the  
potential corruption risks, along with the risks associated 
with sanctions, in order to avoid legal problems under anti- 
corruption laws both in Russia and internationally. Such risks 
may be further exacerbated by the uncertain political climate 
in the United States.

THE SIZE OF THE PROBLEM
Russia ranks 35th for “ease of doing business” out of 190  
countries in the World Bank’s “Doing Business” report for 
2018, up from 40th the previous year and ahead of other mem-
bers of the “BRIC” (Brazil, Russia, India, China) economic 
bloc.30 However, Russia falls behind all of the other BRIC 
countries on Transparency International’s Corruption Percep-
tions Index, which measures the perceived levels of public-
sector corruption in 180 countries and territories.31 Russia 
is ranked 135th on the list (a drop from 2016, when it was 
ranked 131st), earning the same score as the Dominican Re-
public, Honduras, Kyrgyzstan, Lao PDR, Mexico, Papua New 
Guinea, and Paraguay.32 Russia’s score—on a scale of 0 (high-
ly corrupt) to 100 (very clean)—remained at 29, unchanged 
since the previous two years, meaning other countries have 
been improving while Russia has stagnated.33

More than 35 percent of Russians surveyed by Transparency  
International in 2016 believed corruption was one of the big-
gest problems facing their country,34 and 34 percent had paid 
a bribe when accessing basic services.35 Less than 40 percent 
felt that it was generally acceptable to report a case of cor-
ruption, and more than 60 percent felt the government was 
doing either “fairly badly” or “very badly” at fighting public 
corruption.36 These results are consistent with a 2018 poll by 
a Russian organization called the Public Opinion Foundation, 
which found that 42 percent of Russians believe corruption is 
more widespread in Russia than in the rest of Europe.37 

Similarly, according to the 2017 AlixPartners Global  
Anticorruption Survey, which polls general counsel and com-
pliance officers at companies in over 20 major industries in the 
United States, Europe, and Asia, 73 percent of respondents 
viewed corruption laws in Russia as ineffective.38 In addition, 
32 percent of respondents said that they have avoided doing 
business in the country because of corruption risks, and 35 
percent indicated that it was “impossible” to avoid corrupt 
business practices in Russia.39 In addition, a 2017 poll by the 
Russian Chamber of Commerce and Industry found that 80 
percent of Russian entrepreneurs faced corruption over the 
past six months.40 One out of 10 respondents encountered 
problems after attempting to file complaints against officials.41 
Businesses mainly experienced corruption during applications 
for permits (47 percent), inspections (37 percent), and in the 
procurement processes at the municipal level (32 percent).42

In 2018, Transparency International completed the first-ever  
transparency assessment of Russia’s 200 largest companies.43 
These corporations’ profits comprise more than 70 percent of 
Russia’s national income and are an essential source of revenue 
for Russia’s budget.44 The average score on a ten-point scale was 
2.6, with 41 companies receiving zero points.45 Only 16 percent  
of surveyed companies prohibit or disclose payments for politi-
cal purposes.46 Transparency International suggests foreign in-
vestors should take into consideration corporate anti-corruption  
programs and assess the degree of disclosure of information 
provided on official websites when deciding whether to strike 
a deal.47 However, only 115 companies have anti-corruption 
provisions publically available online,48 and four companies do 
not even have operating websites.49

CURRENT ENFORCEMENT REGIME
Russian law prohibits both public and commercial bribery, and 
contains provisions prohibiting giving bribes, receiving bribes, 
or acting as an intermediary for bribes. Critically, however, 
Russian laws on foreign bribery do not criminalize “promising”  
and “offering” a bribe, nor do they explicitly address any  
kind of advantage, such as bribes in the form of non-material 
advantages (although laws have been proposed to address non-
material advantages).50 Moreover, corporations and other legal 
entities face only non-criminal “administrative” liability for  
corruption offenses.51 These deficiencies are at odds with in-
ternational anti-corruption treaties, and have been repeatedly 
cited by international monitoring groups, as detailed below. 

Over time, Russian politicians have acknowledged the in-
creasing importance of global efforts to combat corruption, 
and Russia’s effort to take part in international anti-corruption 
conventions and groups has spurred changes in its domestic 
laws and regulations. In 2008, Russia adopted a set of laws  
(the “Anti-Corruption Laws”) intended to create a comprehen-
sive approach to fighting corruption.52 The Anti-Corruption 
Laws amended more than 20 existing laws, including regula-
tions governing the activities of government officials, and the 
Civil, Criminal, Tax, and Labor Codes. The legislation con-
tains measures requiring state officials to annually declare all 
taxable income, assets, and material liabilities. State officials 
must also report any case where the official is encouraged to 
participate in corrupt activities. Finally, the legislation estab-
lishes procedures designed to address conflicts of interest.53 

Since 2008, Russia has passed additional legislation to fight 
corruption in both public and commercial sectors. As discussed 
in greater detail below, new legislation banned Russian govern-
ment officials from holding foreign assets; toughened criminal 
liability for corruption-related crimes; created a “blacklist” of 
officials dismissed from their position in connection with cor-
ruption; better aligned anti-money-laundering laws with the 
global community; simplified the procedure for holding certain 
officials liable for corruption-related offenses; and extended 
the period of limitation for liability to three years from the  
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commission of the offense. In the private sector, Russia has 
passed legislation requiring companies doing business in Russia 
to develop and implement anti-corruption measures as part of 
their business operations; granting prosecutors the authority to 
freeze the assets of legal entities being investigated for corrup-
tion-related offenses; and exempting legal entities from admin-
istrative liability if the entities identified the corruption offense 
and assisted authorities in the investigation of the perpetrator. 

BRIBERY IN THE PUBLIC SECTOR
Under Russian law, in the public sector, bribery of a “func-
tionary” is punishable by up to 12 years in prison and a fine 
of between 15 to 90 times the amount of the bribe.54 The term 
“functionary” includes persons holding positions provided for 
by the constitution, federal constitutional laws, and federal  
laws, such as the president, prime minister, judges, and mem-
bers of Parliament and other assemblies, as well as persons 
who fulfill representative functions within state bodies, self-
government bodies, and the armed forces.55 “Functionaries” 
who accept bribes can be punished by up to 15 years in prison  
and a fine of between 25 to 100 times the amount of the 
bribe.56 In May 2011, the Code was amended to specifically 
include bribery of, and receipt of bribes by, foreign govern-
ment officials and officials of public international organiza-
tions, in addition to domestic functionaries.57 The May 2011 
legislation also addressed the role of intermediaries in bribes, 
creating a new offense that establishes liability for aiding and 
abetting bribery,58 punishable by up to 12 years in prison and 
a fine of up to 90 times the bribe amount.

The Civil Code sets limits on appropriate gifts to public 
officials. The Code generally prohibits gifts to a defined set 
of public officials, unless it is a “common gift,” the value of 
which cannot exceed RUB 3,000 (around USD $50).59 Gifts 
with a higher value may be made at formal events, in which 
case the gift is simply considered to be state, regional, or mu-
nicipal property.60 Finally, the Criminal Code contains offens-
es, titled “Abuse of Authority”61 and “Abuse of Official Pow-
ers,”62 designed to prosecute individuals who act in defiance of 
the lawful interests of their organization (in the private sector) 
or of civil society (in the public sector) to benefit themselves.

A 2012 amendment requires public servants and employees 
of state corporations to report information on the funds used 
to acquire certain types of property, such as real estate or se-
curities63 This amendment also criminalizes conflicts of inter-
est for state officials and those holding public office.64 In 2013, 
President Putin signed a law banning Russian government of-
ficials from holding foreign assets.65 The law impacts elected 
officials as well as management at state instrumentalities like 
energy company Gazprom and Russia’s Central Bank.66 

Russia also took a number of regulatory and legal measures 
to combat money laundering. In 2013, President Putin signed 
new anti-money-laundering laws designed to better align  
Russia with the global community.67 Among other things, 

the legislation introduced the concept of “beneficial owner” 
into Russian law for the first time; requires banks to request 
information about beneficial owners of businesses; and grants 
tax authorities access to information about bank accounts and 
transactions.68 Russia took additional steps to improve its anti-
money laundering legislation from 2014 to 2015, requiring Rus-
sians to disclose foreign transactions or ownership of foreign 
companies and making foreign companies liable for some Rus-
sian tax in the event Russian ownership exceeds 50 percent.69

In 2016, Russia passed a new law toughening criminal  
liability for corruption-related crimes.70 Under the law, it is con-
sidered a crime when money or property is funneled indirectly  
to an official through another individual or company under the 
official’s supervision.71 It also increases the criminal penalty  
for minor corruption offenses committed by anyone previously  
convicted of such crimes.72

Additional legislation, which President Putin signed into law 
on July 1, 2017, increases the reputational stakes for officials  
fired for corruption-related crimes.73 The law provides for the 
creation of a “blacklist” of officials dismissed from their positions 
due to “loss of trust.”74 The goal is to create an online register  
of individuals with a history of corruption, in order to pre-
vent them from running for public office or being appointed  
to serve in a federal, municipal, or other government position.75  
According to an explanatory note to the bill, close to 1,200 
people were fired as a result of corruption-related “loss of 
trust” between 2012 and 2015.76

BRIBERY IN THE PRIVATE SECTOR
The Criminal Code of the Russian Federation prohibits bribery  
of a person who discharges managerial functions in a profit-
making or other organization.77 Punishments for bribery in the 
private sector include fines of up to 100 times the bribe amount 
and a prison term of up to three years. Notably, although  
titled bribery in a “profit-making organization,” the law also 
covers public businesses (state-owned enterprises), but it has 
been interpreted as covering only bribes with economic or  
tangible benefits.

CORPORATE LIABILITY
Legal entities cannot be criminally liable for corruption under  
Russian law, despite criticism from the Council of Europe 
Group of States against Corruption (GRECO) and the OECD. 
To comply with international anti-corruption treaties, in 2015,  
the State Duma began considering draft amendments to the law 
on criminal liability of a legal entity.78 However, in 2017-18,  
the legislature either rejected or withdrew from consideration 
the proposed amendments.79

That said, legal entities may be civilly liable under the  
2008 Anti-Corruption Laws and the Code of Administrative 
Offences.80 The Administrative Code addresses both public- 
and private-sector bribery, prohibiting the transfer of money, 
securities, or other property, as well as the provision of services  
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also extended a period of limitation to three years from the 
date of the commission of the corruption offense.94 In addition,  
Federal Law 298 empowers authorities to freeze assets of a 
legal entity that is being investigated for a corruption adminis-
trative offense.95 Under Federal Law 298, a legal entity may be 
exempt from administrative liability for a corruption offense 
if the entity contributed to the identification of the offense and 
assisted in the investigation.96

COMPLIANCE WITH INTERNATIONAL  
ANTI-CORRUPTION TREATIES
In 2006, Russia became a party to the United Nations Con-
vention against Corruption (UNCAC).97 A review of Russia’s 
implementation of the criminalization and international coop-
eration provisions of UNCAC, completed in 2013, identified 
deficiencies in the country’s anti-corruption statutes and in-
vestigative capabilities. That said, the Implementation Review 
Group noted that Russia had successfully improved its method 
for calculating fines, and had established a joint public-private 
working group on corruption.98 In 2015, Russia hosted the 
sixth session of the Conference of the States Parties to UNCAC  
in St. Petersburg.99 A key resolution passed at the session initi-
ated a second cycle of implementation reviews.100 As part of 
this second cycle, Russia was reviewed for its implementation 
of corruption prevention measures and asset recovery systems 
in 2018, having deferred from the previous year.101

In 2006, Russia also became a party to the Council of Eu-
rope Criminal Law Convention on Corruption,102 and in 2007  
became a member of the Council of Europe Group of States 
against Corruption (GRECO).103 GRECO’s most recent com-
pliance report on Russia, adopted in October 2017, identifies  
similar deficiencies as the first cycle UNCAC review and calls 
for more transparency and public accountability among repre-
sentatives and government officials.104 Despite the calls for in-
creased transparency, in October 2017, Prime Minister Dmitry  
Medvedev signed a resolution that limited disclosure require-
ments for state-owned companies, allowing them to classify 
certain data on contracts, suppliers, and contractors.105 State-
owned companies need only disclose the fact of any procured 
contracts, not the name of the suppliers or entities that have 
contracted with the company.106

As noted above, Russia was invited to join the OECD 
Anti-Bribery Convention and Working Group in 2011 after 
it passed the Anti-Corruption Laws.107 The Working Group’s 
2016 report on Russia’s implementation of the Convention 
identified the same key shortcomings as the UNCAC and 
GRECO reports.108 The Working Group noted that Russia 
had not fulfilled prior recommendations to amend its anti-
bribery statutes to include the “offering” and “promising” of a 
bribe.109 Furthermore, contrary to the Convention, Russia still 
allowed the “effective regret” and economic extortion defens-
es,110 and had not clarified that the offense of foreign bribery 
may be deemed complete without actual receipt of a bribe.111 

of a pecuniary nature, in exchange for actions taken in the  
interest of a legal entity.81 Bribery by a legal entity is punishable  
by an administrative fine between three and 100 times the 
amount of the bribe.82 

A key element of the Anti-Corruption Laws applicable to 
companies went into effect on January 1, 2013. Article 13.3 
of the 2008 laws, as amended in December 2012, imposed a 
new affirmative duty on companies doing business in Russia 
to develop and implement tough anti-corruption measures in 
their business operations.83 The law recommends numerous 
broadly stated compliance measures for corporations:

designating departments and officers responsible for pre-
venting bribery and related offenses; 

developing mechanisms for cooperation with law enforce-
ment authorities; 

developing and implementing standards and procedures 
designed to ensure ethical business conduct; 

adopting a code of ethics and professional conduct for all 
employees; 

establishing means for identifying, preventing and resolv-
ing conflicts of interest; and

preventing the creation and use of false and altered docu-
ments.84

In November 2013, the Ministry of Labor and Social Pro-
tection of the Russian Federation adopted recommendations 
providing more detailed guidance for compliance with Article 
13.3.85 The guidelines describe a number of anti-corruption 
best practices, including calibrating anti-corruption proce-
dures to the level of risk a company faces, delegating sufficient 
enforcement authority to compliance officers, implementing in-
ternal controls and external audits, and cultivating a “culture 
of intolerance of corruption.”86 In general, the recommenda-
tions are consistent with compliance programs companies have 
developed under the Foreign Corrupt Practices Act of 1977 
(FCPA) (15 U.S.C. § 78dd-1, et seq.) and the U.K. Bribery Act.87

While Article 13.3 itself does not contain a penalty provi-
sion, the Administrative Code states that a legal entity commits 
an administrative offense when it fails to “[take] all the measures 
that were in its power” to follow established rules and norms.88 
When read together with Article 13.3, that provision of the  
Administrative Code may establish an administrative violation 
for failure to implement the recommendations of Article 13.3.89 
Russian prosecutors have been actively inspecting legal enti-
ties for adoption of anti-corruption measures required under 
Article 13.3 and have successfully filed civil claims requesting  
court orders to implement the measures.90 Courts have also 
imposed fines on legal entities for failure to implement anti-
corruption measures required under Article 13.3.91

In August 2018, President Putin signed into law addition-
al measures aimed at enhancing the anticorruption regime 
in Russia.92 Among other things, Federal Law 307 simpli-
fied the procedure for holding certain government officials  
liable for corruption-related administrative offenses.93 The law 
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In an April 2018 quarterly report, Lennox International,  
a heating and cooling equipment manufacturer, disclosed that  
it had concluded its investigation into a payment of RUB 
30,000 (approximately USD $475) made by its Russian subsid-
iary to a Russian customs official.125 Lennox initially disclosed 
the payment to the Securities Exchange Commission (SEC) 
and the U.S. Department of Justice (DOJ) in October 2016, 
when it reported that “the investigation has not resulted in any 
evidence of other potentially improper payments; however, the 
investigation has raised questions regarding possible irregu-
larities with respect to other Russian customs documents.”126 
Lennox stated that it conducted the investigation in full  
cooperation with the SEC and DOJ, which declined to pros-
ecute the matter.127 The government’s declination may reflect 
the increasing trend for leniency where companies voluntarily 
self-disclose.128

B. Cisco Systems
In 2014, Cisco Systems (Cisco), a U.S.-based multinational 
company that designs and manufactures networking equip-
ment, received a request from the DOJ and SEC to conduct an 
internal investigation into its FCPA compliance in Russia.129  
The investigation concerned an alleged vast kickback scheme 
between Cisco and intermediary companies that Cisco used 
to distribute communications equipment to customers in the 
Russian government, military, and intelligence sectors.130  
Cisco allegedly structured kickbacks as “rebates,” which usually  
amounted to 35 to 40 percent of the list price.131 After the 
sale, the “rebates” were allegedly paid into middleman compa-
nies’ bank accounts in offshore havens such as Cyprus, British  
Virgin Islands, or Bermuda.132

In its annual report dated September 9, 2016, Cisco dis-
closed that the DOJ and SEC had both declined to bring 
FCPA enforcement actions against the company.133 The report 
confirmed that Cisco’s internal investigation into the allega-
tions satisfied the agencies. “We take any such allegations 
very seriously and we have fully cooperated with and shared 
the results of our investigation with the SEC and the Depart-
ment of Justice,” the company stated.134 “Based on the inves-
tigation results, both the SEC and the Department of Justice 
have recently informed us that they have decided not to bring 
enforcement actions.”135

C. Hewlett-Packard Company
In April 2014, the Russian subsidiary of computer technology 
company Hewlett-Packard Company (HP) agreed to plead 
guilty to felony FCPA violations and to pay criminal fines for 
its role in a scheme to bribe Russian officials in order to se-
cure a contract with the Office of the Prosecutor General of 
the Russian Federation (GPO).136 In order to secure a contract  
to automate GPO’s computer and telecommunications infra-
structure, HP Russia created a slush fund for bribe payments 
to Russian government officials through an elaborate buy-

The Working Group also identified deficiencies in Russia’s 
investigation and prosecution efforts, with insufficient train-
ing across the law enforcement community.112 In addition, the 
Working Group deemed Russia’s whistleblower protections 
insufficient. While Russia reported that it was drafting a law 
aimed at protecting public-sector whistleblowers, the Working  
Group noted that protection for private-sector employees was 
lacking.113 Finally, the Working Group invited Russia to provide  
a written report every six months on steps taken to implement 
the Working Group’s recommendations, noting that a large 
majority of its recommendations were still not, or were only 
partially, implemented.114

Russia has not yet successfully adopted the Working Group’s 
recommendations.115 In October 2017, the Working Group is-
sued a strongly worded statement asserting that, among other 
deficiencies, Russia had failed to make key legislative reforms in 
order to effectively investigate, prosecute, and sanction foreign 
bribery.116 The Working Group urged Russia to adopt legislation  
to cover basic foreign bribery methodologies, such as offering  
and promising bribes, bribes that benefit third parties, and brib-
ery of foreign public officials; to adopt laws regarding corpo-
rate liability for foreign bribery; to eliminate “effective regret” 
defense; and to establish further liability for false accounting 
connected to foreign bribery.117 OECD threatened to com-
mence preparations for a high-level mission to Russia unless 
these recommendations were implemented by March 2018.118

The OECD adopted Russia’s most recent written report 
in March 2018, and seemingly has taken no further steps to-
wards commencing an OECD mission, as Russia has begun 
drafting reforms and complied with the six-month report-
ing requirements.119 In that report, Russia noted that it had 
drafted laws that expanded liability for commercial bribery to 
include third-party beneficiaries and non-material benefits,120 
and adopted laws aimed at improving international legal regu-
lation and enforcing foreign verdicts.121 Further, in October 
2017, the Russian government approved the aforementioned 
bill to protect public whistleblowers.122 However, private 
whistleblowers remain unprotected.

RECENT FCPA ENFORCEMENT ACTIONS
After years of steady Foreign Corrupt Practices Act (FCPA) 
enforcement actions, recent years have seen a relatively dry 
spell in U.S. prosecutions and public investigations of corrup-
tion and bribery in Russia. Many of the investigations from 
previous years have settled, and there has been an increase in 
investigations that result in declinations.123 This may be due to 
stronger self-enforcement mechanisms, more proactive investi-
gative cooperation, or simply increased selectivity on the part 
of U.S. enforcement authorities.124

INVESTIGATIONS IN THE MANUFACTURING & SERVICES 
INDUSTRIES
A. Lennox International
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resolved FCPA investigations into actions by Teva and its 
wholly owned Russian subsidiary, Teva LLC (Teva Russia), 
in Russia, Ukraine, and Mexico.151 The companies admitted 
that they bribed a high-ranking Russian government official 
in an attempt to increase sales of Teva’s multiple sclerosis 
drug to the Russian Ministry of Health.152 Senior personnel 
at Teva and Teva Russia were aware that the Russian official 
was under investigation in Russia for corruption, and Teva’s 
risk-insurance provider was no longer insuring transactions 
with the distribution company he owned, but the companies 
nevertheless continued to do business with him.153 

Pursuant to a deferred prosecution agreement with the 
DOJ, Teva agreed to pay a USD $283 million criminal pen-
alty, and to enhance its compliance program, implement rig-
orous internal controls, and retain an independent corporate  
compliance monitor for three years.154 Teva also agreed to pay 
more than USD $236 million in disgorgement and prejudg-
ment interest to the SEC.155 In addition, Teva Russia pleaded 
guilty to one count of conspiracy to violate the FCPA.156

C. AstraZeneca PLC
On August 30, 2016, the SEC charged U.K.-based AstraZen-
eca PLC (AZN) with violations of the books-and-records 
provisions of the FCPA.157 Employees of AZN’s Russian sub-
sidiary allegedly offered gifts to government-employed health-
care providers to induce them to purchase or prescribe AZN 
pharmaceuticals, then falsely recorded the bribes as “bona fide 
business expenses.” 158 The company did not self-report the 
violations, which occurred from at least 2005 until 2010.159 
AZN agreed to pay USD $5.5 million, including disgorge-
ment, prejudgment interest, and a civil penalty, to settle the 
charges.160 In connection with the SEC’s investigation, AZN 
also improved its internal controls and compliance program, 
fired employees involved in the FCPA violations, and enhanced 
its anti-corruption training and audits.161

D. Analogic Corporation
On June 21, 2016, Massachusetts-based medical-device man-
ufacturer Analogic Corporation (Analogic) and its Danish  
subsidiary settled DOJ and SEC actions related to alleged sham  
transactions with distributors in Russia and five other coun-
tries.162 The subsidiary, BK Medical ApS (BK Medical), al-
legedly sent inflated invoices to distributors and diverted the 
overpayments it received to third parties, including doctors 
employed by government-owned entities.163 More than USD 
$16 million was allegedly funneled through BK Medical’s 
Russian distributor in at least 180 transactions.164 

As part of its resolution with the DOJ, BK Medical entered  
into a non-prosecution agreement and paid a criminal penalty  
of USD $3.4 million.165 Analogic reached a concurrent settle-
ment with the SEC for nearly USD $11.5 million in disgorge-
ment and prejudgment interest.166 In addition, BK Medical’s 
former chief financial officer agreed to pay USD $20,000 to 

back deal structure, set up an intricate web of shell companies 
and bank accounts to launder money, and employed two sets 
of books to track bribe recipients.137 Portions of the funds were 
spent on travel, cars, jewelry, clothing, expensive watches, 
swimming pool technology, furniture, household appliances, 
and other luxury goods.138

As part of the settlement, which simultaneously resolved 
allegations against HP subsidiaries in Poland and Mexico for 
similar behavior, HP collectively paid more than USD $76 
million in fines.139 In addition, HP also reached a civil settle-
ment with the SEC that called for payments of more than USD 
$31 million to resolve similar allegations.140 HP Russia plead-
ed guilty in September 2014.141

D. Diebold Inc.
On October 22, 2013, the SEC and the DOJ charged Diebold 
Inc. (Diebold), a U.S.-based manufacturer of self-service 
transaction systems, with violating the FCPA.142 According  
to the government, Diebold paid bribes and falsified documents  
regarding the sale of ATMs to bank customers in China,  
Indonesia, and Russia.143 With respect to Russia, the SEC 
complaint alleged that from 2005 to 2008, Diebold entered 
into false contracts with its Russian subsidiary, Diebold 
Self-Service Ltd., which then paid bribes to employees  
of Diebold’s privately owned bank customers in Russia to 
obtain ATM-related contracts with those customers.144 The 
complaint alleged that the bribes totaled approximately USD 
$1.2 million.145 

Diebold consented to a final judgment under which it 
would pay USD $23 million in disgorgement and prejudgment 
interest to the SEC, and a USD $25.2 million criminal fine as 
part of a deferred prosecution agreement with the DOJ.146 In 
its 2018 annual report, Diebold reported that the SEC had  
certified that its compliance program was “reasonably designed  
and implemented,” and thus it had fulfilled its obligations  
under the settlement agreement.147

INVESTIGATIONS IN THE LIFE SCIENCES & 
PHARMACEUTICAL INDUSTRIES
A. Alexion Pharmaceuticals
In 2015, Alexion Pharmaceuticals (Alexion) disclosed that it 
received a subpoena from the SEC and a request for voluntary 
production from the DOJ in connection with an investigation 
relating to Alexion’s compliance with FCPA and other ap-
plicable laws.148 While the government requests information  
relating to Alexion’s activities worldwide, they focus on sever-
al countries in particular, including Russia. On June 30, 2018, 
Alexion disclosed that the investigation remains ongoing.149

B. Teva Pharmaceutical Industries Ltd.
On December 22, 2016, Teva Pharmaceutical Industries Ltd. 
(Teva), headquartered in Israel, agreed to a USD $519 mil-
lion settlement with the DOJ and the SEC.150 The settlement  
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On December 20, 2012, the SEC charged Eli Lilly, a U.S.-head-
quartered global pharmaceutical company, with violations  
of the FCPA.181 The SEC alleged that, from 1994 through 2005,  
Lilly’s Russian subsidiary routinely entered into “marketing” 
or “service agreements” with third parties selected by govern-
ment customers or distributors, in order for those “distribu-
tors and government entities to purchase Lilly’s drugs.”182  
The SEC found “little evidence that any services were actually 
provided under any of these third-party agreements.”183 Many 
of the side agreements led the subsidiary to transfer large sums 
of wealth into offshore bank accounts, most of them in Cy-
prus. In one instance, the sum was over USD $3.8 million.184 
After pursuing several fact-finding reviews that turned up 
substantial evidence of bribe-giving, Lilly allegedly “did not 
curtail the use of marketing agreements . . . to funnel money 
to government officials” despite recognizing the true nature of 
the agreements.185 

Regulators faulted the company for failing to maintain rea-
sonable internal compliance controls, knowingly allowing the 
practices to continue, and failing to keep accurate records.186 
“Without admitting or denying the allegations,” Lilly submit-
ted to the SEC’s order and paid out nearly USD $30 million 
in penalties, interest, and disgorgement.187 In a February 2015 
SEC filing, Lilly announced that the DOJ had closed a related 
investigation against the company without bringing charges.188

H. Grifols S.A.
In July 2009, Talecris, a biopharmaceutical company based in 
North Carolina, voluntarily notified the DOJ of its internal in-
vestigation of potential FCPA violations in Belarus and Russia.189  
Grifols S.A., a Spanish multinational pharmaceutical and 
chemical company, acquired Talecris in 2011 and continued 
the internal investigation started by Talecris. In November 
2012, the DOJ notified Grifols that it was closing its inquiry 
without prejudice.190 The DOJ expressly mentioned Grifols’s 
“significant cooperation” in securing valuable information 
and disclosing it to the government, its compliance program 
and internal audit functions, and the continuing improve-
ments in anti-corruption compliance procedures.191

I. Pfizer
On August 7, 2012, the SEC charged Pfizer with violating the 
FCPA, alleging that its foreign subsidiaries routinely bribed 
doctors and healthcare professionals employed by foreign 
governments in return for regulatory approval.192 The SEC 
claimed the payments “were made without the knowledge or 
approval of officers or employees of Pfizer,” but nevertheless 
argued Pfizer was in violation of the FCPA for failing to keep 
accurate business records or to maintain a system of internal 
accounting controls.193 Though the allegations spanned multi-
ple countries, most of the alleged activity occurred in Russia.194  
The SEC found that between 2000 and 2005, Pfizer Russia 
“provided cash payments, gifts, support for domestic and  

settle SEC charges that he falsified BK Medical’s books and 
records and knowingly circumvented its internal controls.167 

E. Nordion (Canada) Inc.
On March 3, 2016, medical-isotope provider Nordion (Canada)  
Inc. (Nordion) and a former employee settled SEC charges 
stemming from violations of the FCPA related to the bribery 
of Russian government officials and kickbacks taken by the 
employee.168 The bribes to the Russian officials were facilitated 
through a third-party agent and paid in exchange for approv-
al to sell a Nordion liver-cancer treatment, TheraSphere.169  
The SEC alleged that Nordion performed virtually no due 
diligence on the agent and failed to follow its own internal 
controls and procedures in place at the time.170 When Nor-
dion found evidence of the scheme, it self-reported to the SEC,  
cooperated with the investigation, and took steps to remedy 
the problems, including firing the employee who ran the rela-
tionship with the agent.171

The SEC resolved the enforcement actions through inter-
nal administrative orders, charging that Nordion violated the 
books-and-records and internal accounting controls provisions  
of the FCPA and the employee violated the anti-bribery, 
books-and-records, and false-records provisions.172 Nordion 
and the employee consented to the orders without admitting 
or denying the findings. The former employee agreed to settle 
the FCPA charges by paying USD $100,000 in disgorgement, 
USD $12,950 in prejudgment interest, and a USD $66,000 
penalty, and Nordion agreed to pay a USD $375,000 penalty 
to settle charges that it lacked internal accounting controls 
and basic FCPA due diligence in this instance.173

F. Bio-Rad Laboratories
On November 3, 2014, Bio-Rad Laboratories (Bio-Rad), a  
California-based clinical diagnostic and life science research 
company, settled DOJ and SEC actions related to alleged bribery  
of government officials in Russia, Vietnam, and Thailand.174 
The improper payments amounted to USD $7.5 million and 
enabled Bio-Rad to earn USD $35 million in illicit profits.175 
In Russia, Bio-Rad allegedly paid bribes, disguised as commis-
sions, to foreign agents “retained primarily to influence Russia’s 
Ministry of Health and help the company win bids for govern-
ment contracts.”176 Senior managers at Bio-Rad approved the 
payments and repeatedly ignored red flags indicating that the 
Russian agents were likely bribing government officials.177

As part of its resolution with the DOJ, Bio-Rad entered into a 
non-prosecution agreement and paid a criminal penalty of USD 
$14.35 million.178 The DOJ recognized Bio-Rad’s voluntary self-
disclosure of the misconduct, full cooperation with the govern-
ment’s investigation, and significant remedial actions.179 In the 
concurrent settlement with the SEC, Bio-Rad agreed to pay USD 
$40.7 million in disgorgement and prejudgment interest.180

G. Eli Lilly
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es related to DOJ’s FCPA investigation.207 According to the 
criminal information, Daimler used its Russian subsidiary to 
pay over €3 million in bribes to Russian officials to obtain a 
contract to sell vehicles to the Russian government, including 
the Ministry of Internal Affairs, the military, and the cities of 
Moscow, Ufa, and Novi Urengoi.208 Payments were allegedly 
made to Russian officials using a variety of methods, including 
over-invoicing the customer and paying the excess amount to 
the Russian official. Daimler also allegedly made cash pay-
ments to Russian government officials to secure contracts to 
sell vehicles to Russian municipalities.209 The total value of 
Daimler’s sales to the Russian government between 2000 and 
2005 was approximately €64.7 million, five percent of the 
company’s overall sales in the country.210 

OTHER ENFORCEMENT ACTIONS
A. Prevezon Holdings Ltd.
On May 12, 2017, Cyprus-based Prevezon Holdings Ltd. paid 
nearly USD $6 million to settle a money-laundering and civil-
forfeiture action related to Manhattan real estate allegedly 
purchased with proceeds of a Russian tax-fraud scheme.211 
The DOJ alleged that a criminal organization in Russia had 
orchestrated a complex mechanism for defrauding the Russian 
treasury of approximately USD $230 million with the alleged 
help of corrupt Russian tax officials.212 Under this scheme, 
members of the criminal organization stole corporate identities  
of Hermitage Capital, a U.S.-based foreign investment fund 
operated in Russia, and illegally claimed tax refunds in its 
name.213 Some of these funds were used by Prevezon and its 
affiliates to purchase property in New York.214 

The settlement is notable because it demonstrates the long  
reach of U.S. money-laundering statutes. In the words of the  
acting U.S. Attorney on the case, “We will not allow the U.S.  
financial system to be used to launder the proceeds of crimes 
committed anywhere—here in the U.S., in Russia, or any-
where else.”215 In addition, events surrounding the case illus-
trate the connection between a culture of corruption and in-
stitutionalized violence in Russia. Sergei Magnitsky, a Russian 
lawyer hired by Hermitage Capital, investigated and uncov-
ered the fraud scheme and the complicity of Russian govern-
ment officials.216 Magnitsky was arrested as a result of retalia-
tory criminal proceedings and died in pretrial detention under 
suspicious circumstances.217 

In response to circumstances surrounding Sergei Mag-
nitsky’s death, the United States passed the 2012 Magnitsky 
Act, which levied sanctions against Russians suspected of in-
volvement in his death.218 Congress expanded the legislation 
in December 2016 to cover any foreign citizen responsible for 
“gross violations of internationally recognized human rights,” 
as well as “significant corruption, including the expropriation 
of private or public assets for personal gain, corruption related 
to government contracts or the extraction of natural resources, 
bribery, or the facilitation or transfer of the proceeds of cor-

international travel, and donations to doctors employed by the 
Russian government and other government officials” in return 
for regulatory approvals.195

Pfizer settled with the SEC and reached a deferred pros-
ecution agreement with the DOJ. The USD $60.2 million 
paid to settle the case included a USD $15 million criminal 
fine, which reflected a 34 percent reduction based on Pfizer’s  
cooperation.196

NUCLEAR INDUSTRY INVESTIGATIONS
A. Transport Logistics International
On March 13, 2018, Transport Logistics International Inc. 
(TLI), a Maryland-based company that provides services for 
the transportation of nuclear materials, agreed to resolve 
criminal charges in connection with a scheme that involved 
the bribery of an official at JSC Techsnabexport (“TENEX”), 
a subsidiary of Russia’s State Atomic Energy Corporation.197 
According to court documents, TLI conspired to pay more 
than USD $1.7 million to offshore bank accounts for the 
benefit of Vadim Mikerin, a Russian official at TENEX, to 
help TLI secure improper business advantages and obtain 
and retain business with TENEX.198 TLI entered into a de-
ferred prosecution agreement and, because of the company’s 
financial inability to pay the penalty calculated under the U.S. 
Sentencing Guidelines, agreed to pay only a USD $2 million 
criminal penalty.199 

Two TLI co-presidents have been charged for their alleged 
roles in the bribery scheme.200 Daren Condrey pleaded guilty to 
conspiracy to violate the FCPA and commit wire fraud in June 
2015,201 while Mark Lambert is facing trial in April 2019 on 
an 11-count indictment.202 Vadim Mikerin, the bribed Russian  
government official, pleaded guilty to conspiracy to commit 
money laundering involving FCPA violations and was sentenced  
to 48 months in prison in 2015. 203

AUTOMOTIVE INDUSTRY INVESTIGATIONS
A. Rolls-Royce
On January 17, 2017, Rolls-Royce plc agreed to pay approxi-
mately USD $800 million as part of a settlement with authori-
ties in the United States, United Kingdom, and Brazil over an 
alleged decades-long scheme to bribe public officials in nu-
merous countries.204 As part of its resolution with the U.K.’s  
Serious Fraud Office (SFO), Rolls-Royce entered into a deferred 
prosecution agreement and admitted to paying additional 
bribes in other countries, including Russia.205 In Russia, Rolls-
Royce allegedly won a contract to supply equipment to the 
state-owned energy company Gazprom by making payments  
to a senior Gazprom official.206

B. Daimler
On April 1, 2010, Daimler AG, a German multinational auto-
motive corporation, and three subsidiaries agreed to pay USD  
$185 million in criminal and civil penalties to resolve charg-
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best friend and a professional cellist who was found to have as-
sets worth at least USD $100 million in the offshore accounts.231 
Putin’s press secretary called the revelations “speculation” and 
a manifestation of “bacteria of Putinophobia” in Western soci-
ety.232 As another example, in March 2017, Aleksei Navalny’s 
Anti-Corruption Foundation published an investigative report 
into the assets of Prime Minister Dmitry Medvedev, alleging 
that Medvedev employed a network of charitable foundations 
and shell companies to channel more than $1 billion in bribes  
towards the purchase and maintenance of luxury real estate 
and yachts.233 Two months later, in May 2017, the Ministry 
of Internal Affairs announced that it had examined the allega-
tions and found that no violations of law had occurred.234

With respect to corporate enforcement actions, the Pros-
ecutor General reported that legal entities have been held li-
able for administrative violations for bribery in 280 cases in 
2018, as of November of that year.235 This suggests a sharp 
decrease from the prior two years, though it remains to be 
seen whether enforcement actions will ramp up. In 2016 and 
2017, respectively, the Prosecutor General reported bringing 
479 and 429 cases of administrative violations for bribery by a 
legal entity.236 The Prosecutor General stated that 427 cases in 
2016 resulted in administrative fines totaling close to RUB 654 
million (approximately USD $11 million). With such limited 
recovery amounts, it is unclear whether the Prosecutor Gen-
eral is pursuing corporate corruption in a meaningful way. 

A. Dmitry Zakharchenko
In September 2016, Colonel Dmitry Zakharchenko, the acting 
head of the Ministry of Internal Affairs’ Economic Security and 
Anti-Corruption Department, was arrested after police found 
over USD $120 million in cash in alleged bribes during a raid.237 
Zakharchenko has since been charged with bribery and ob-
struction. In February 2017, the authorities confiscated several 
apartments, billions of rubles, and other property belonging 
to Zakharchenko or members of his family.238 Zakharchenko, 
who has pleaded not guilty, asserts that the FSB orchestrated 
his arrest for political reasons, suggesting that there is a power 
struggle in the selection of the permanent head of his depart-
ment.239 Investigators alleged, however, that Zakharchenko 
was accepting bribes in exchange for warning businesses about 
investigations launched by the Interior Ministry.240

B. Oleg Korshunov
In September 2017, Russia’s Investigative Committee charged 
Oleg Korshunov, Deputy Director of the Federal Penitentiary 
Service, with embezzlement of nearly USD $3 million.241 Kor-
shunov allegedly embezzled funds allocated for food and fuel 
services by procuring over-priced contracts.242 Although some 
may point to Korshunov’s arrest as an important step in the 
fight against corruption, at least one commentator notes that 
Korshunov was “so blatant about his activities” that it is sur-
prising it took so long to arrest him, suggesting that Korshu-

ruption to foreign jurisdictions.”219 Repeal of the Magnitsky 
Act has been one of President Putin’s priorities. For example, 
it was the subject of the infamous June 2016 meeting at the 
Trump Tower between Trump presidential campaign officials 
and Russian lawyer Natalia Veselnitskaya.220 More recently, 
in July 2018, Putin made “an incredible offer” to President 
Trump to allow investigators working with Special Counsel 
Robert S. Mueller to interview twelve indicted Russian intel-
ligence officers in exchange for allowing Russian investiga-
tors to question Bill Browder, owner of Hermitage Capital,  
who hired Sergei Magnitsky and was instrumental in getting 
Congress to pass the Magnitsky Act.221

RECENT RUSSIAN ENFORCEMENT ACTIONS
Since 2007, specialized units within the Prosecutor General’s 
Office of the Russian Federation have been tasked with enforc-
ing anti-corruption laws.222 Since then, the number of corrup-
tion-related investigations has increased over three times, from 
106,500 in 2007 to 325,000 in 2016.223 In recent years, there 
also appear to have been a greater number of prosecutions and 
convictions of mid-level bureaucrats for corruption.224 

However, reliable statistics about Russian anti-corruption 
enforcement activity are difficult to establish. For example, 
while the Prosecutor General reported about 325,000 corrup-
tion investigations in 2016, he reported bringing only 3,792 
criminal cases that year.225 For 2017, the deputy Prosecutor 
General told a Russian newspaper that more than 13,000 
people were found to have committed corruption-related 
crimes, including 1,000 government officials and 150 federal 
officials.226 However, according to Alexander Rusetsky, head 
of the Department of Supervision over Compliance with Anti-
Corruption Legislation of the Prosecutor General’s Office, only 
380 Russian officials were dismissed in 2017.227 Finally, while 
the Prosecutor General reported opening 4,098 corruption-re-
lated criminal cases in 2014,228 the Russian Investigative Com-
mittee reported 21,137 criminal inquiries for that same year.229 

Moreover, domestic anti-corruption actions are an unreli-
able gauge of the country’s enforcement success, given that in-
vestigations and prosecutions in Russia are often used to settle 
political scores. In addition to the prosecution of opposition 
leader Aleksei Navalny, discussed above, recent years have seen 
several high-profile investigations and prosecutions of senior 
government officials in Russia. Although hailed as evidence of 
a crackdown on corruption, many observers see them as turf 
battles for political and economic power, as discussed below. 

Despite the several high-profile investigations and prosecu-
tions of senior government officials, Russia appears to have  
difficulty enforcing the law effectively against high-ranking 
officials close to President Putin. For example, the leak of 
“Panama Papers” in 2016 implicated numerous Russian indi-
viduals in holding dubious offshore accounts worth billions of 
dollars.230 These included individuals and government officials 
close to President Putin, including Sergei Roldugin—Putin’s 
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election and a year after Aleksei Navalny accused oil pipe-
line company Transneft of embezzling USD $4 billion during  
construction of a USD $25 billion pipeline—the Russian gov-
ernment launched a probe into the state-owned Russian pipeline  
company.259 The announcement by then-Prime Minister Putin  
also implicated numerous state banks and state-affiliated in-
stitutions.260 Since that announcement, authorities searched 
Transneft offices.261 However, the investigation appears to 
have stalled, and in 2011 then-Prime Minister Putin told jour-
nalists that no criminal acts were committed at Transneft.262 
Instead, Navalny himself was prosecuted for what many 
claimed were fabricated and politically motivated corruption 
charges and given a suspended five-year sentence.263

F. Alexei Ulyukayev
In November 2016, Alexei Ulyukayev, the Minister of Eco-
nomic Development, was arrested for allegedly taking a USD 
$2 million bribe from Igor Sechin, the CEO of Russia’s biggest 
oil company, Rosneft, and Putin’s close ally.264 Ulyukayev was 
arrested as part of a sting, and his case was the first prosecu-
tion of an acting minister in Russia’s modern history.265 In De-
cember 2017, Ulyukayev was sentenced to eight years in pris-
on.266 Throughout the proceedings, Ulyukayev maintained  
that he has been framed, and commentators noted lack of mo-
tive and suggested that Ulyukayev was eliminated for promot-
ing the idea of reducing the government’s stake in Rosneft to 
below 50 percent.267

G. Nikita Belykh
In June 2016, Nikita Belykh, governor of the Kirov region, was 
arrested and charged with accepting bribes in the amount of 
€600,000.268 Although photographs of the arrest show Belykh 
counting a large sum of cash at a restaurant, Belykh pleaded 
not guilty and claimed he was the victim of entrapment.269 In 
addition, Belykh’s background has led to some speculation 
that he was framed or that his arrest was politically moti-
vated.270 Notably, Belykh was involved in the Kirovles case, 
during which he testified in favor of activist Aleksei Navalny 
and which ended in Navalny being found guilty of embezzle-
ment.271 In addition, prior to his appointment as governor,  
Belykh led the opposition party that had been founded by Boris 
Nemtsov, a critic of Putin who was assassinated in 2015.272 In 
February 2018, he was sentenced to eight years in prison.273

H. Aleksandr Khoroshavin
In March 2015, the Federal Security Service arrested Aleksandr 
Khoroshavin, governor of Sakhalin Oblast, a Russian terri-
tory.274 While Khoroshavin was charged with having received 
more than USD $5.6 million in bribes to facilitate business 
for an energy company, the arrest is rumored to be politically  
motivated to prevent Khoroshavin’s reelection.275 President  
Putin, having obtained the power to fire governors years ear-
lier,276 dismissed Khoroshavin from his post.277 In February 

nov was not prosecuted for corruption, but rather for operat-
ing “too blatantly.”243 

In 2018, Korshunov was charged with additional counts of 
embezzlement relating to a contract with and bribe received 
from Datse Group, a footwear company.244 In September 
2018, the CEO of Datse Group, Smbat Arutyunyan, was sen-
tenced to over three years in prison for his part in the case.245 
Arutyunyan admitted to transferring €300,000 as a bribe to 
Korshunov in connection with Datse Group’s procurement of a 
state contract for the supply of footwear to inmates.246 He also  
admitted to using cheap materials in the production of the 
footwear and saving the funding remaining from the contract, 
which amounted to over USD $1 million in savings.247

C. Summa Group
In March 2018, Russian billionaire Ziyavudin Magomedov 
was arrested on charges of embezzling over USD $35 million 
in state funds.248 Magomedov owns Summa Group, a private 
investment company that holds stock mainly in the commer-
cial transportation sector.249 Authorities also arrested Ma-
gomedov’s brother, a Summa Group employee, and the head 
of a construction company owned by Summa Group.250 The 
charges against Magomedov relate to activity stemming from 
Summa Group’s construction contracts for the World Cup and 
Khrabrovo airport.251 Summa Group representatives allegedly 
overcharged for services and transferred excess state funding 
for the projects to offshore accounts. Magomedov has denied 
the allegations. Some speculate that Magomedov’s arrest is 
linked to a political strategy to damage Prime Minister Med-
vedev and his allies, as Magomedov is known to be close to 
one of Medvedev’s senior aides.252

D. Daimler
As discussed above, in April 2010, Daimler reached a USD 
$185-million settlement with the DOJ to resolve charges  
relating to €3 million in bribes paid to Russian government  
officials.253 Following the resolution, thousands in Russia 
signed an online petition asking the Prosecutor General’s 
Office and the Interior Ministry to open an investigation.254  
Russian prosecutors sent an official request for information to 
the DOJ and opened an investigation, reportedly after a per-
sonal order from then-President Dmitry Medvedev.255

After conducting an investigation, the Prosecutor General 
indicted several individuals, including two former Ministry 
of Internal Affairs officers, a former employee of the Federal  
Protective Service, and a senior manager of Daimler’s subsid-
iary.256 Charges against three of the defendants were dismissed 
as time-barred.257 The case against the fourth defendant, 
which is still pending, concerns just one transfer of €78,000 
to a personal account.258

E. Transneft
In December 2011—two months before the 2012 presidential 
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Europe, indicate that ensuring increased enforcement is unlikely  
to be Russia’s top priority. Furthermore, Russia’s actions 
will likely continue to attract heightened scrutiny from for-
eign regulators, which increases the risks of doing business 
in Russia.

At the same time, U.S. prosecutions and investigations of 
corruption and bribery in Russia have slowed down under 
the Trump administration. This may be due to an increase in 
declinations, stronger self-enforcement mechanisms, or more 
proactive cooperation. It may also be due to increased selectiv-
ity on the part of U.S. enforcement authorities—which may 
change as political winds swirl in a different direction.

In any event, Russian companies and companies doing 
business in Russia should plan to adopt and distribute clear, 
stand-alone anti-corruption policies, implement broad train-
ing programs, and develop internal whistleblower hotlines 
and other monitoring mechanisms to combat these risks. Indi-
viduals and companies operating or investing in Russia should 
also ensure compliance with Russia’s recently enacted, even if 
rarely or unevenly enforced, anti-corruption laws.

2018, Khoroshavin was sentenced to thirteen years in prison.278 

I. Dalspetsstroi Executives
In 2015, the heads of Dalspetsstroi, a Russian construction 
company, were charged with embezzling RUB 7.5 billion (USD 
$126 million) during the construction of the Vostochny Cosmo-
drome, a new spaceport.279 Charges were brought against sev-
eral former employees of the construction company: Vladimir 
Ashikhmin, Yuri Khrizman, his son Mikhail Khrizman, and 
local deputy Viktor Chudov.280 In February 2018, the defen-
dants were each sentenced to 5.5 to 12 years in prison.281

CONCLUSION
Russia’s progress towards integration in the global economy, 
its recent anti-corruption efforts, and its continuing attempts 
to attract foreign investors initially suggested that the govern-
ment may finally be ready to crack down on the corruption 
that is prevalent in so many sectors of its economy. However, 
Russia’s intervention in Ukraine, its annexation of Crimea, 
and current tensions with the United States and the rest of  
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Anti-corruption developments in

Thailand
OVERVIEW
Thailand’s political and regulatory environment has trans-
formed since 2014, when its military overthrew its democrati-
cally elected government. The new regime has somewhat im-
proved Thailand’s anti-corruption landscape. In May 2014, 
after months of protests, the Thai military overthrew former 
Prime Minister Yingluck Shinawatra’s elected government 
and installed General Prayuth Chan-ocha as interim prime 
minister in August 2014.1 The military government redrafted 
the Thai constitution that same year.2 The United Nations 
criticized the redrafted constitution,3 and Thailand’s National 
Reform Council rejected the document in September 2015.4 
Thai voters ratified a new constitution in August 2016.5 Prime 
Minister Prayuth has announced that Thailand will hold 
popular elections in February 2019, but some observers doubt 
these elections will occur.6

The uncertainty caused by the 2014 coup initially ham-
pered Thailand’s economic growth. Despite this uncertainty, 
Thailand remains the second largest economy in the Associa-
tion of Southeast Asian Nations (ASEAN), after Indonesia.7 
Thailand had the 26th largest GDP of 194 countries surveyed in 
2018.8 The World Bank considers Thailand an “upper-middle  
income” country; Thailand aspires to become a “higher-in-
come” country by 2032.9 In 2014, the year of the coup, the 
Thai GDP grew only 0.7 percent, despite a 4.4 percent growth 
rate in Southeast Asia overall.10 Since this initial dip, however, 
Thailand’s economy has grown steadily. Its GDP has grown at 
least three percent every year since 2014, including 3.9 percent  
in 2017.11 The Asian Development Bank predicted that Thai-
land’s GDP growth will break four percent in both 2018 and 
2019.12 Inflation has been lower than the regional average,  
between zero and one percent per year over the past two years, 
and inflation is expected to remain below two percent.13 

Major sectors of the Thai economy include manufacturing, 
agriculture, and tourism. Automobile manufacturing is such a 
prominent industry that Thailand has been dubbed the “Detroit 
of the East.” 14 Ford, Toyota, Isuzu, Honda, and other major car 
companies have manufacturing plants in Thailand.15 Many of 
these automobiles and automobile parts are exported.16 General 
exports comprise about two-thirds of Thailand’s GDP.17

Agriculture employs about one-third of Thailand’s work-
force, but accounts for only ten percent of GDP.18 Thailand’s 
largest agricultural exports include rice, tapioca, and rubber.19 
Tourism accounts for nine percent of Thailand’s GDP directly, 
and 21 percent when indirect contributions (such as govern-
ment investments in travel and tourism infrastructure and 
purchases from suppliers) are included.20 

Economists are divided as to whether these industries will 
continue to thrive in Thailand’s current political environ-
ment.21 The military government has struggled to implement 
its own USD $40 billion (approximately 1.3 trillion baht)  
infrastructure plan, which it passed in May 2015.22 The gov-
ernment had spent less than three percent of that amount as 
of March 2017.23 As the spending target crept to USD $45 bil-
lion (approximately 1.6 trillion baht), the military government 
passed additional legislation in February 2018 to better attract 
private investment.24 Thailand hopes to raise 80 percent, about 
USD $36 billion (approximately 1.3 trillion baht), of the neces-
sary investment from the private sector.25 The country raised 
USD $9.3 billion (approximately 300 billion baht) in 2017.26 

Despite ambitious government action intended to secure 
future growth, corruption still affects Thailand’s economy. 
The Heritage Foundation, which measures the “free[dom]” of 
each country’s economy, ranked Thailand 53rd of 186 coun-
tries (186 being the least free) in 2016.27 The foundation wrote 
that “[c]orruption is widespread at all levels of society, and 
bribery is viewed as a normal part of doing business.”28

CORRUPTION IN THAILAND
Thailand struggles with corruption on many fronts. The coun-
try is perceived as corrupt by the Thai population and the in-
ternational business community. Despite the elected and mili-
tary governments’ efforts, almost none of these perceptions 
have substantially improved in recent years.

For 2017, Transparency International (TI), a global cor-
ruption watchdog, ranked Thailand 96th out of 175 countries 
(175th being most corrupt), giving it a score of 37 out of 100 
possible points (zero is highly corrupt, 100 is very clean).29 
This places Thailand in the middle of its fellow ASEAN 
member states. Singapore (6th), Brunei (32nd), and Malaysia  
(62nd) all outperformed Thailand, while Indonesia (96th) 
shared Thailand’s ranking. Vietnam (107th), the Philip-
pines (111th), Myanmar (130th), Laos (135th), and Cambodia  
(161st) all ranked behind Thailand. Although Thailand’s rank-
ing and raw score have improved since 2016 (101st and 35th, 
respectively), the country has moved backwards compared 
to 2015, when it ranked 78th with a score of 38.30 TI has  
called for an ASEAN Integrity Community, which would in-
clude representation from each of the ASEAN governments 
in a regional effort to combat corruption.31 In 2017, Thai-
land and Myanmar took a small step in this direction when 
they signed a Memorandum of Understanding, stating that 
they would exchange information and best practices fighting  
corruption in the future.32
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Bribery in Thailand is widespread. In 2017, 41 percent of 
Thai people surveyed by TI had paid a bribe in the last year.33 
This number had more than doubled from 2013, when 18  
percent reported paying a bribe.34 In 2018, the Heritage Founda-
tion wrote that “widespread” corruption and graft exist at “all 
levels of society.”35 Nevertheless, the Thai population appears 
to believe that its national government is effectively fighting 
corruption. Despite the increase in the number of people who 
report paying bribes, 72 percent of Thais surveyed felt that the 
government was doing a good job fighting corruption.36 This 
percentage has almost tripled since 2013.37 However, Thai  
citizens have less faith in local law enforcement. More than  
three-quarters of respondents said that most or all of the police  
officers in Thailand are corrupt.38 

The Heritage Foundation notes that the Thai judiciary is  
“independent,” and that recent government actions made 
starting a business and resolving bankruptcy easier (the likely 
result of both is less corruption).39 

CURRENT ENFORCEMENT REGIME
The primary anti-corruption laws in Thailand are the Penal 
Code and the Act Supplementing the Constitution Relating to 
the Prevention and Suppression of Corruption B.E. 2561 (“New 
Anti-Corruption Law”). These laws remain in force after the 
coup.40 The Penal Code primarily governs the conduct of private 
actors, although it does have some provisions for government 
officials. The New Anti-Corruption Law applies to individuals 
and entities who bribe government officials, and replaced the 
prior law, the Organic Act on Counter Corruption (OACC).41

The Thai Penal Code has criminalized the bribery of public 
officials since 1975.42 According to Section 144 of the Penal 
Code, “[w]hoever, giving, offering or agreeing to give property  
or any other benefit to an official . . . so as to induce such 
person to do or not to do any act, or to delay the doing of any 
act contrary to one’s own duty, shall be imprisoned up to five 
years or fined up to ten thousand Baht (approximately USD 
$300), or both.”43 Offering or agreeing to give a bribe is a vio-
lation of the Code, even if the bribe is never received.44 An of-
ficial who coerces or induces a person to pay a bribe is subject 
to an extensive prison term, fines between 2,000 and 40,000 
Baht (approximately USD $60–$1,200), or even the death 
penalty.45 The Code criminalizes offering a bribe in order to 
secure a government contract.46 The Code does not include 
an exemption for facilitating payments, which appear to be 
prosecutable, especially if they relate to bidding on a govern-
ment contract.47 While it is unclear whether a company could 
be held liable for the actions of employees, individual officers 
and directors could be held liable if they are deemed to have 
taken part in the offense, even if they were outside Thailand  
at the time.48 The Thai Penal Code is enforced primarily by the 
Thai Attorney General’s Office.49

The New Anti-Corruption Law entered into force in July 
2018.50 Under the New Anti-Corruption Law, entities— 

including individuals and corporations—can be held crimi-
nally liable for bribing Thai state officials, foreign state of-
ficials, and officials with intergovernmental organizations.51  
An entity is liable when an “associated person” (which includes  
employees, joint venture partners, and agents) gives a bribe 
and when the bribe is for the benefit of the entity.52

The New Anti-Corruption Law largely keeps intact the 
2015 amendments in the old OACC that criminalized bribes.53 
Notably, it expands the scope of liability to include not only 
individual persons and Thai entities, but also foreign entities.54  
Therefore, the New Anti-Corruption Law applies to organiza-
tions registered abroad but operating in Thailand.55

Under the New Anti-Corruption Law, entities may reduce 
their liability with proper internal controls.56 The National 
Anti-Corruption Commission (NACC) published guidelines 
in 2017 outlining what it deems to be appropriate internal con-
trols under the law.57 The Guidelines provide eight principles, 
including “[s]trong, visible policy and support from top-level 
management to fight bribery,” “[r]isk assessment to effectively 
identify and evaluate exposure to bribery,” and “[e]nhanced 
and detailed measures for high-risk and vulnerable areas.”58 
The punishment for bribery by corporations remains the same 
as it was under the OACC: a minimum fine of the amount 
equal to the benefit received from the corrupt act, but no  
more than twice that amount.59

Additionally, the New Anti-Corruption Law authorizes the 
NACC to launch investigations, file cases, and deliver rulings  
against judges of the Constitutional Court, officers of any inde-
pendent organization, and holders of political office as well as 
state officials.60 The New Anti-Corruption Law clarifies that 
the statute of limitations in criminal proceedings of any defen-
dants who have escaped will be suspended while they remain 
absent.61 Further, the New Anti-Corruption Law requires  
holders of all offices and their spouses to file reports of their 
assets and liabilities to the NACC, while state officials and 
employees of state enterprises and their spouses must file the 
same report to their superiors.62

The New Anti-Corruption Law streamlines the process  
by which the NACC can seek international cooperation in its 
investigations.63 The agency can work with its foreign coun-
terparts to obtain evidence and build criminal cases against 
those giving and receiving bribes in Thailand.64 The New  
Anti-Corruption Law also created a government-subsidized 
fund called the “National Anti-Corruption Fund” to support 
the NACC’s investigation costs, provide rewards to infor-
mants, and raise anti-corruption awareness.65

Historically, NACC investigations have proceeded at a 
slow pace. Before the coup, in October 2013, the NACC had 
8,581 cases waiting to be investigated.66 The pace of investi-
gation has not increased under the new regime, and it is too 
soon to tell if the New Anti-Corruption Law has affected 
the pace. More than two years after the coup, a Thai news-
paper reported that “[s]ince the military coup that promised  
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crackdowns on corruption, the NACC has concluded only a 
single case.”67 Although the NACC is the primary organiza-
tion that investigates public corruption, numerous other offices 
exist to combat corruption. The Auditor General investigates 
and prosecutes public corruption.68 The Office of Public Sector 
Anti-Corruption Commission (within the Ministry of Justice) 
oversees public corruption cases.69 The Ombudsman’s Office 
investigates complaints of public corruption.70 The Attorney 
General’s Office and the Anti-Money Laundering Office in-
vestigate and prosecute both private and public corruption.71

Whistleblowers are protected by the NACC and the Min-
istry of Justice’s Office of the Witness Protection, although 
internal disclosures sometimes receive more protection than 
public disclosures.72 Public disclosures must be authorized by 
law, or the whistleblower does not qualify for protection.73 For 
example, an official charged with investigating a whistleblow-
er’s allegations may solicit information from the public about 
an incident, but a governmental whistleblower cannot simply 
disclose his corruption allegations to the press. Whistleblow-
ers who qualify are eligible for protection, including a police 
escort and a new identity, as well as monetary payments.74 
These protections are necessary because whistleblowers can 
face harsh reactions, including death threats.75

RECENT MAJOR ENFORCEMENT ACTIONS
Corruption scandals are common in Thailand, and corrup-
tion charges are a major initiative of the military government. 
The military government continues to prosecute senior figures 
in the former regime, as well as junior officials in the current 
government, for bribery. Former Prime Minister Yingluck Shi-
nawatra was charged with a variety of corruption offenses, 
which the NACC says were designed to buy votes.76 She secretly  
fled the country before September 2017, when the Thailand 
Supreme Court issued its guilty verdict and a five-year jail sen-
tence against her.77 Corruption charges against senior officials 
from former administrations are not new: former Prime Min-
ister Yingluck Shinawatra’s brother, former Prime Minister 
Thaksin Shinawatra, was convicted of corruption after he was 
overthrown in a military coup in September 2006 and fled 
the country.78 Numerous charges were brought against him, 
but his only conviction was for a violation of conflict of inter-
est rules stemming from his wife’s purchase of state-owned 
land.79 Prime Minister Prayuth appeared to be referencing 
the Shinawatras when he said in June 2018 that Thais living 
overseas in self-exile “should come back and fight the legal 
cases against them. . . . If they believe in their innocence, they 
should come back.”80

The military government has suffered its own corruption 
scandals. In February 2018, there were reports that Police Chief 
Somyot Poompanmuang had borrowed about 300 million baht 
(approximately USD $9.6 million) from a brothel manager.81 
Because prostitution is illegal in Thailand, commentators 
have accused Somyot of borrowing money generated from an  

illegal activity.82 In October 2014, as required by law in or-
der to accept appointment to the National Legislative Council,  
Somyot and his wife had reported that they were worth 355 
million baht (approximately USD $11 million), despite the chief 
having a lifelong public service career.83 In February 2018, the 
NACC opened an investigation into Deputy Prime Minister 
Prawit Wongsuwan, who had been photographed wearing 25 
different luxury watches, none of which he had disclosed.84  
To date, neither of these high-ranking members of the military 
government has faced criminal charges. 

In January 2018, six low-level government workers, five po-
licemen and one human trafficking official were placed under  
investigation when authorities found their names in a broth-
el’s ledger documenting the gratuities they had enjoyed.85 Two 
months later, authorities launched an investigation into wide-
spread theft of 100 million baht (approximately USD $3.2 
million) in government aid intended for Thailand’s destitute.86 
The crime involved a staggering 85 percent of the amount  
allocated and touched 49 different Thai provinces.87 In June, 
anti-corruption officials seized assets worth 88 million baht 
(approximately USD $2.7 million) and began contemplating 
filing complaints against 12 high-level officials involved in the 
embezzlement.88

RECENT UNITED STATES ENFORCEMENT EFFORTS
Several companies have faced U.S. Foreign Corrupt Practices 
Act (FCPA) investigations and paid settlements stemming from 
bribery of Thai government officials. Most recently, in Janu-
ary 2017, Rolls-Royce paid the government USD $170 mil-
lion to resolve FCPA charges stemming from its global prac-
tice of bribing foreign officials to win government contracts.89  
In Thailand alone, the company spent around USD $11 mil-
lion to secure seven contracts.90

In December 2016, Kentucky-based cable manufacturer 
General Cable Corporation paid more than USD $81 million  
to settle claims brought by both the U.S. Department of Justice 
(DOJ) and the Securities and Exchange Commission (SEC).91 
For more than a dozen years, General Cable employees in 
Thailand, India, Portugal, and Angola paid government agents 
to secure public utility customers. A senior vice-president,  
Karl J. Zimmer, also settled with the SEC.92

In November 2014, SEC and DOJ announced they had 
reached a settlement with Bio-Rad Laboratories (Bio-Rad), 
a Delaware corporation headquartered in California, in an 
FCPA investigation involving USD $7.5 million in bribes paid 
to Thai and Vietnamese officials.93 Bio-Rad sells medical diag-
nostic systems and kits to hospitals worldwide, and used sales 
agents to bribe officials at government-owned hospitals to use 
their products.94 Between 2005 and 2010, Bio-Rad subsidiar-
ies made unlawful payments to Thai and Vietnamese officials 
to obtain or retain business, using agents to funnel the money.95  
Bio-Rad self-disclosed and agreed to pay USD $40.7 million  
in disgorgement and interest to the SEC, as well as USD 
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pay USD $250,000 in restitution.100 Thai authorities charged 
Juthamas Siriwan, who accepted the Green’s bribes, with crim-
inal corruption and sentenced her to 50 years in prison.101

CONCLUSION
Thailand represents one of the largest markets in Southeast 
Asia despite the uncertainty created by recent political chang-
es. Bribery remains common, as Thai and U.S. prosecutions 
have thus far failed to sufficiently deter corruption. A strong 
compliance program and vigilant monitoring of political de-
velopments are essential to taking advantage of Thailand’s 
business opportunities.

$14.35 million to the DOJ.96 The allegations against Bio-Rad 
primarily focused on its lack of sufficient internal controls, not 
its knowledge or direction of bribes.97

Individual businesspeople have also been subject to crimi-
nal penalties for violating the FCPA in Thailand. In 2009, 
California film executives Gerald and Patricia Green were con-
victed of violating the FCPA by paying kickbacks to the former 
head of the Tourism Authority of Thailand in exchange for 
government contracts.98 The Greens had paid USD $1.8 mil-
lion to the official in order to receive the government manage-
ment contracts for Thailand’s annual film festival.99 The defen-
dants were sentenced to six months in prison and required to 
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Anti-corruption developments in

The Philippines
OVERVIEW
Although the Philippines has a fast-growing economy and a 
wealth of natural resources, it also has risks associated with 
its rapid growth and a history of corruption.

As a fast-growing emerging market in Southeast Asia, the 
Philippines has drawn increased attention from foreign inves-
tors. In 2013 and 2014, credit rating agencies upgraded the 
Philippines’ sovereign credit rating to investment grade,1 and 
by 2016, foreign direct investment in the Philippines reached 
a record USD $7.9 billion annually, marking a 213 percent in-
crease from 2013.2 The Philippines lags behind most of its As-
sociation of Southeast Asian Nations (ASEAN) peers in FDI 
as a percentage of GDP,3 but the country’s economic growth 
rate has been consistently high since the 2008 financial crisis.4 
The World Bank predicts that the Philippines will be the tenth 
fastest growing economy in 2018, with a 6.7 percent growth 
rate.5 The country’s rich and diverse natural resources, low  
labor costs, and general proficiency in English are all appealing  
to multinational companies.6 The Philippine Economic Zone 
Authority (PEZA) and the Board of Investments (BOI) have 
attempted to nurture foreign investors’ interest by offering 
special investment packages and creating special economic 
zones with more regulatory transparency and less “red tape.”7 

Despite the country’s promising economic growth, foreign 
investors still face numerous challenges in the Philippines. 
These challenges include corruption, ambiguity in regulatory 
regimes, a complex and slow judicial system, and poor physical  
and social infrastructure.8 The country’s bureaucracy and lack 
of transparency can make business registration and develop-
ment difficult and slow.9 Foreign ownership restrictions, under  
which foreigners are banned from owning mass media, 
small-scale mining, private security, and marine resources, 
also hamper the Philippines’ ability to attract foreign invest-
ments.10 Ceilings for foreign ownership exist in various other 
areas as well, usually limiting foreign ownership to less than 
50 percent.11 Additionally, only Filipinos can practice in many 
professions, including engineering, accounting, architecture, 
environmental planning, law, and real estate.12 

CORRUPTION IN THE PHILIPPINES
Corruption has long been a widespread problem in the Philip-
pines. Although the Philippines has made progress over the 
past decade, substantial room for improvement remains.

In 2017, Transparency International (TI), a global corrup-
tion watchdog, gave the Philippines a score of 34 in its Corrup-
tions Perception Index (with a score of zero signifying high 
levels of perceived public sector corruption).13 The Philippines 

ranked 111th least corrupt of 180 countries, declining from 
85th in 2014.14 When compared to other Asian countries, the 
Philippines are less corrupt than Pakistan (117th), Bangladesh 
(143rd), and Cambodia (161st),15 but still have to go a long 
way to catch up to the least corrupt, such as Singapore (6th),  
Hong Kong (13th), or South Korea (51st).16

Corruption is a part of daily life for many Filipinos. According  
to a 2013 TI survey, 72 percent of survey respondents believed 
personal connections to be essential when transacting and in-
teracting with the public sector,17 and 27 percent of survey 
respondents reported having paid a bribe over the past 12 
months to officials at key public institutions and services.18 
The police and the judiciary were considered the most corrupt 
government entities.19 About 31 percent of people who inter-
acted with the police reported having paid a bribe, while the 
figure for the judiciary was 24 percent.20 

Businesses also allegedly regularly pay bribes, particularly 
to the Bureau of Customs and the Bureau of Internal Revenue. 
The Bureau of Customs was the only agency to receive a “very 
bad” rating from Philippine companies in a 2016 survey de-
signed to measure agencies’ commitment to fighting corrup-
tion,21 and about one in four companies stated they brought 
gifts to their meetings with import officials.22 Filipinos report 
similarly concerning data about the Bureau of Internal Revenue.  
Philippine companies perceive that only a fifth of their com-
petitors pay their taxes accurately,23 and approximately one in 
seven companies reported that they give gifts in meetings with 
tax officials.24 

The country’s political environment and investment climate  
started to improve under President Benigno S. Aquino III, dur-
ing his term from 2010 until 2016. President Aquino signed on 
to several international anti-corruption efforts and developed 
his own internal plans to fight corruption in the government.25 
Recently, however, during the administration of President  
Rodrigo Roa Duterte, the Philippines have begun to slide in in-
ternational rankings. For example, the Heritage Foundation,  
which annually measures the economic freedom of countries 
around the world, gave the Philippines a score of 65.0 in its 
2018 Index of Economic Freedom, making the country’s econ-
omy the 61st in the world (out of 180 countries, with 180 being 
the least free) and the 13th in the Asia-Pacific region (out of 43 
countries in the region).26 This represents a 0.6-point decrease 
from the year before, driven primarily by lower scores for gov-
ernment integrity, monetary freedom, and property rights.27 
Although the 0.6-point reduction was relatively modest,  
the Philippines was among only 13 of 43 countries in the Asia/
Pacific region to receive lower scores than the year before. 
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President Duterte ran on a platform of fighting corruption, 
crime, and drugs.28 Nonetheless, there is a perception that the 
Duterte administration has chosen to prioritize domestic issues  
over economic policy,29 focusing its efforts on a campaign 
to eliminate illegal narcotics, which has claimed the lives of  
over 12,000 drug suspects so far.30 The United Nations and 
United States have harshly criticized President Duterte for his 
aggressive drug enforcement efforts and alleged human rights 
abuses.31 In response, Duterte threatened to leave the UN32 
and promised to reorient the country’s foreign policy away 
from the United States and towards Russia and China.33 

Although President Duterte’s administration has concerned 
investors,34 his administration has also promised to ease con-
straints on business and foreign investment. Like his predeces-
sors, he has published a Philippine Development Plan, which 
proposes streamlining government transactions and mod-
ernizing the regulatory processes.35 In June 2016, President  
Duterte established a “citizens’ complaint hotline” for Filipinos  
to directly report corruption allegations to the Office of the 
President.36 In July 2016, he issued an executive order establish-
ing the country’s first freedom of information law that allows  
the public to request copies of official records.37 In October 
2017, he established the Presidential Anti-Corruption Com-
mission to investigate graft and corruption cases involving 
presidential appointees.38 President Duterte remains popular 
in the Philippines, and investors hope that he can use his po-
litical capital to push through additional economic reforms.39

Despite corruption’s deep roots in the country, Filipinos are 
optimistic about their ability to change the status quo. Accord-
ing to the 2013 TI survey, 75 percent of Filipinos recognized 
that ordinary citizens could play a role against corruption.40 
Approximately two-thirds of respondents indicated they were 
willing to report an incident of corruption.41 Moreover, unlike 
many of their Southeast Asian counterparts, Filipinos show 
great confidence in the media and regard it as the most trusted 
platform for reporting corruption.42

CURRENT ENFORCEMENT REGIME
A. Domestic Laws and Regulations
The Philippines’ primary anti-corruption laws are the 1987 
Constitution, the Anti-Graft and Corrupt Practices Act of 
1960,43 the Code of Conduct and Ethical Standards for Public 
Officials and Employees and its implementing rules,44 and the 
Anti-Money Laundering Act of 2001 (AML Act).45 Collectively,  
these measures criminalize bribery that involves government 
officials, but do not address commercial bribery.

The Constitution permits the impeachment and removal of 
the president, the vice-president, the members of the Supreme 
Court and the Constitutional Commissions, and the ombuds-
man for graft and corruption.46 The Anti-Graft and Corrupt 
Practices Act prohibits public officials from engaging in corrupt 
practices, such as “requesting or receiving any gift, present, 
share, percentage . . . or other pecuniary or material benefit”  

from persons who have transactions with or seek to obtain li-
cense from the government.47 The persons giving the benefits 
may also be punished by permanent or temporary disqualifica-
tion from doing any further business with the government.48 

The Rules Implementing the Code of Conduct and Ethical 
Standards for Public Officials and Employees (Implementing 
Rules) set out detailed standards for the competence, integrity, 
and accountability of all governmental officials and employees 
in order to “promote a high standard of ethics in public service.”49  
The Implementing Rules formulate reforms on public admin-
istrative systems,50 adopt a policy improving transparency of 
transactions involving public interests and access to informa-
tion,51 implement an incentives and rewards system,52 specify the 
duties of public officials and employees,53 establish review and 
compliance procedures,54 and list grounds for administrative  
disciplinary action and penalties.55

The AML Act outlaws “money laundering and organized 
crime.”56 The AML Act also criminalizes transactions of pro-
ceeds of unlawful activities.57 In order to enforce its provisions, 
the AML Act created an Anti-Money Laundering Council to 
regulate money laundering, through initiating investigations, 
filing complaints with authorities, freezing illegal proceeds, 
instituting forfeiture proceedings, developing education pro-
grams, and implementing necessary regulatory measures.58 The 
AML Act also imposes forfeitures59 and penalties.60 An Act 
to Further Strengthen the Anti-Money Laundering Law was 
passed in June 2012, giving the government broader powers to 
investigate bank accounts and financial institutions.61

B. Enforcement Efforts and Effectiveness
Despite the government’s stated commitment to tackling corrup-
tion, enforcement of anti-corruption laws in the Philippines is 
still inconsistent, unpredictable, and relatively weak. The Office  
of the Ombudsman (OMB) serves as one of the Philippines’ lead-
ing anti-corruption agencies. The constitutional obligations of 
the OMB include (1) investigating anomalies and inefficiencies; 
(2) prosecuting graft cases in the Special Anti-Graft Court; (3) 
adjudicating and disciplining elected and appointed officials, 
except for members of Congress, the judiciary, and other im-
peachable officials; (4) requesting public officials and employees 
to assist the public; and (5) analyzing anti-corruption measures 
and increasing public awareness and cooperation.62 While given 
a broad mandate to combat corruption of public officials, the 
OMB remains ineffective and is often criticized for yielding to 
political pressure. 63 The OMB is understaffed and lacks human  
and fiscal resources necessary to function.64 Additionally, the 
OMB is not a specialized anti-corruption agency dedicated 
solely to prosecuting corruption, which prevents it from central-
izing necessary information about corruption and effectively co-
ordinating with other agencies.65 Importantly, the OMB also has 
jurisdiction only over public officials and not private citizens.66 

Other anti-corruption agencies include the Presidential 
Commission on Good Governance; the Inter-Agency Anti-Graft  
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Coordinating Council, formed to prevent, detect, investigate, 
and prosecute graft cases; and the Governance Commission 
for Government Owned or Controlled Corporations, autho-
rized to formulate and implement policies governing govern-
ment-owned and -controlled corporations.67

The Philippines does not have specific whistleblower pro-
tection laws, but whistleblowers may enjoy certain protec-
tions under the Witness Protection, Security and Benefit Act of 
1991.68 Proposed laws strengthen whistleblower protections, 
but have not yet been enacted, including the Whistleblower 
Protection, Security and Benefit Act of 2013, passed in 2014 by 
the House Committee on Justice, which offers protections and 
rewards to whistleblowers who expose public corruption. 69

RECENT MAJOR ENFORCEMENT ACTIONS
A. The “Pork Barrel” Scandal
In June 2014, three powerful Filipino senators were arrested 
and charged with plunder and graft for their alleged improper 
use of funds from the Disbursement Acceleration Program.70 
The senators include former President Marcos’ chief enforcer 
of martial law in the 1970s and former President Estrada’s 
son.71 The three senators are accused of channeling millions 
of dollars of their “pork barrel” funds into bogus non-gov-
ernment organizations on overpriced or ghost projects in ex-
change for huge kickbacks from contractors.72 Shortly after 
the senators’ arrests, the Supreme Court of the Philippines 
declared unconstitutional  the Disbursement Acceleration 
Program, which was designed to realign the president’s own 
“pork barrel” funds from one project to another.73 The sepa-
rate trials for the senators are still ongoing, but if convicted, 
they could be sentenced to life in prison.74

The three senators’ arrests marked the beginning of a mas-
sive political scandal that is still unfolding well into 2018 and 
has since swept up hundreds of other current and former poli-
ticians.75 Although many of the original allegations involved 
events that happened before President Aquino took office, the 
scandal has continued to develop and implicate key Aquino 
allies, undermining his promise to turn the corner on the 
country’s history of corruption.76 Most recently, in June 2018, 
Ombudsman Conchita Carpio Morales indicted now former-
President Aquino himself for Usurpation of Legislative Pow-
ers, a crime related to his alleged mishandling of Disburse-
ment Acceleration Program funds.77 If convicted, Aquino 
could be subject to up to six years in prison, a P1,000 fine, 
and a temporary ban from holding public office.78

B. Removal of Chief Justice of the Supreme Court 
In May 2018, the Philippine Supreme Court voted 8-6 to 
oust Chief Justice Maria Lourdes Sereno from the Court.79 
The vote came in response to a petition filed by the solicitor-
general, who alleged that former Chief Justice Sereno’s fail-
ure to file some required financial disclosures cast doubt on 
her integrity.80 Sereno and more than half of the 23-member 

Senate challenged the court’s vote, but a majority affirmed its 
decision in June 2018.81 Her ouster cut short an impeachment 
proceeding against her, in which the House Justice Committee 
accused her of corruption, breach of public trust, and other 
serious crimes.82 Sereno has denied all misconduct.83

UN Rapporteur Diego Garcia-Sayan criticized the vote as 
an attack on judicial independence. “If the chief justice can 
be easily expelled, everybody would have to dance with the 
same music and with that, the independence of the judiciary is 
finished and that opens the route of abuse of power,” he told 
the Associated Press.84 Former Chief Justice Sereno is one of 
President Duterte’s most vocal critics, especially regarding his 
aggressive techniques in the Philippine war on drugs.85 In April 
2018, President Duterte declared Sereno his “enemy.”86

Sereno’s predecessor as Chief Justice of the Supreme Court, 
Renato C. Corona, was also forced out of the position. Corona 
was impeached by the House of Representatives and removed 
from office for failing to declare USD $2.4 million in foreign 
currency deposits.87 At the time, some people alleged that Co-
rona’s trial was politically motivated. Corona maintained he 
fell victim to President Aquino’s political agenda and that he 
was not legally required to report the foreign deposits in ques-
tion, the result of three decades of savings.88 Corona claimed 
President Aquino supported the impeachment as retaliation 
against the order that broke up an Aquino family plantation.89 

RECENT UNITED STATES ENFORCEMENT EFFORTS
Despite the pervasiveness of corruption in the Philippines, 
there have been only three Foreign Corrupt Practices Act 
(FCPA) enforcement actions involving Filipino officials: BHP 
Billiton’s USD $25 million settlement with the U.S. Securities  
and Exchange Commission (SEC) in May 2015; Con-way 
Inc.’s USD $300,000 settlement with the SEC in 2008; and  
InVision Technologies, Inc.’s USD $1.9 million settlement 
with the Department of Justice (DOJ) and SEC in 2005.

A. BHP Billiton
In May 2015, the SEC charged BHP Billiton, a leading global 
resources company, with violations of the FCPA’s internal con-
trols and books and records provisions for BHP Billiton’s spon-
sorship of government officials from the Philippines, Burundi, 
Congo, and Guinea to attend the 2008 Summer Olympics  
in China.90 To settle the charges, BHP Billiton agreed to pay 
the SEC USD $25 million.91

BHP Billiton allegedly invited 176 foreign officials from 
countries in Africa and Asia—including the Philippines—
that have “well-known histories of corruption” to attend the 
Olympics, offering the officials and their guests hospitality 
packages that included event tickets, luxury hotel accommo-
dations, meals, and airfare.92 According to the SEC, BHP Billi-
ton understood the high risks involved in inviting government 
officials to the Olympics, but its internal controls system failed 
to address the risk.93 
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system of internal controls” to ensure that its local firm com-
plies with the FCPA.104

C. InVision Technologies, Inc.
InVision Technologies, Inc. (InVision) is a public company based 
in California that manufactures airport security screening  
products designed to detect explosives, and sells these  
products in both domestic and foreign markets.105 In Novem-
ber 2001, InVision sold two explosive detection machines di-
rectly to the subcontractor responsible for a Filipino airport 
terminal’s baggage handling system, and InVision’s sales rep-
resentative repeatedly requested a sales commission from In-
Vision.106 The sales representative informed management of 
negotiations with Filipino government officials for additional 
sales to other airports owned and controlled by the Philip-
pine government, and explained that part of the commission 
would be for gifts or cash payments to those officials.107 
Knowing that the representative likely intended to use part 
of any commission to pay bribes to the Filipino officials,  
InVision approved and paid the representative approximately 
USD $108,000 and improperly recorded the payment as a 
sales commission in its books.108

The DOJ and SEC found a “high probability” that InVision  
knew that its agents or distributors paid or offered to pay 
money to foreign officials or political parties in Thailand, 
China, and the Philippines in order to promote sales of its  
airport security screening machines.109 In December 2004,  
InVision entered into a non-prosecution agreement with the 
DOJ and agreed to pay a USD $800,000 monetary penalty.110  
Additionally, InVision agreed to accept responsibility for its mis-
conduct, negotiate in good faith with the SEC, and make full 
and affirmative disclosure to the authorities.111 In February  
2005, InVision settled the FCPA charges brought by the SEC 
by paying a USD $500,000 civil penalty and disgorging USD 
$617,700 in profits and interest.112 InVision was also required to 
obey a cease-and-desist order and retain an independent consul-
tant for better detection and prevention of FCPA violations.113

CONCLUSION
The Philippines economy has grown swiftly in recent years, 
thanks in large part to an increase in direct foreign investment. 
The long-lasting and widespread corruption problem in the 
Philippines improved modestly during the Aquino administra-
tion, but has recently begun to backslide under the Duterte 
administration. Companies invested in the Philippines should 
continue implementing compliance systems and due diligence 
measures to avoid potential pitfalls associated with violations 
of both Filipino and international anti-corruption laws.

The SEC alleged that BHP Billiton invited the Filipino 
Secretary of the Department of Environment and Resources 
(DER Secretary) and his wife to the Olympics in order to in-
fluence the DER Secretary’s adjudication of a dispute between 
BHP Billiton and its local Filipino joint venture partner  
(Filipino JV). In July 2007, BHP Billiton’s local partner, Filipi-
no JV, sued the company in a local court in the Philippines and 
filed requests with the DER Secretary for reversion of mining 
rights assigned to the Filipino JV.94 Three months later, a BHP 
Billiton employee invited the DER Secretary and his wife to 
attend the Olympics by submitting an internal application on 
their behalf without disclosing to BHP Billiton management 
the DER Secretary’s role in mediating the dispute between 
BHP Billiton and its Filipino JV.95

A few months after accepting BHP Billiton’s invitation,  
the DER Secretary denied the Filipino JV’s reversion request 
and continued to mediate the parties’ dispute for months.96 
Even though BHP Billiton eventually withdrew the invitation 
before the Olympics began,97 the SEC considered BHP Billiton’s  
compliance system a “check the box” approach that does not  
meet the requirements of the FCPA.98 This position indicated 
an expansion of the SEC’s interpretation of the FCPA’s account-
ing provisions such that an insufficient compliance program 
may result in FCPA charges and a large fine, even if bribery 
did not actually take place.

B. Con-way Inc.
In August 2008, Con-way Inc. (Con-way), a California inter-
national freight transportation and logistics services company, 
agreed to pay USD $300,000 to the SEC as a civil penalty to 
settle FCPA charges.99 Con-way allegedly made hundreds of 
payments totaling at least USD $417,000 to officials of the Phil-
ippine Customs and Philippine Economic Zone Area through 
a Philippines-based firm controlled by Con-way.100 The SEC 
claimed that Con-way made the improper payments to induce 
foreign officials (1) to save Con-way transportation costs by 
violating customs regulations, (2) to settle customs disputes in 
favor of Con-way, and (3) to reduce or not to enforce legitimate 
fines imposed on Con-way due to administrative violations.101

Furthermore, the SEC also alleged that the local firm con-
trolled by Con-way made numerous cash payments to officials 
at fourteen major state-owned airlines operating in the Phil-
ippines with the intent to induce the airline officials to im-
properly reserve airline space, inaccurately weigh shipments, 
and consolidate multiple shipments into one in order to lower 
shipping charges.102 None of the alleged improper payments 
was accurately reflected in Con-way’s books and records.103 
Additionally, Con-way failed to “devise and maintain a  

1u.s. dep’T oF sTaTe, BUREAU OF ECON. & BUS. AFFAIRS, INVESTMENT CLIMATE STATEMENTS FOR 2017 (June 2017), http://www.state.gov/e/eb/rls/othr/ics/
investmentclimatestatements/index.htm?year=2017&dlid=269846. 2u.s. dep’T oF sTaTe, BUREAU OF ECON. & BUS. AFFAIRS, 2013 InvesTmenT clImaTe sTaTemenT – THe 
pHIlIppInes (March 2013), https://www.state.gov/e/eb/rls/othr/ics/2013/204715.htm. 
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Egypt
OVERVIEW
With a population of more than 97 million, Egypt is the largest  
country in the Arab World.1 Within the past decade, social unrest  
largely attributed to deepening divisions among Egyptian po-
litical groups has consumed the nation, culminating in a series  
of events that have shrouded the nation’s future in uncertainty. 
In 2011, after weeks of demonstrations and relentless police 
brutality, the regional grassroots movement known as the 
Arab Spring toppled long-time President Hosni Mubarak.2  
In 2012, Muslim Brotherhood leader Mohamed Morsi replaced 
former President Mubarak in the nation’s first-ever democratic 
presidential election.3 Former President Morsi’s rule, however, 
was short-lived—he was ousted in 2013 when the Chief of the 
Egyptian Armed Forces, General Abdel-Fatah al-Sisi, led a full 
military coup against him and his administration.4 In Cairo, 
members of the Muslim Brotherhood protested the coup, gath-
ering for peaceful sit-ins in the thousands.5 In what came to 
be known as the Rabaa Massacre of 2013, Egyptian police 
and military forces opened fire on the protestors, killing over 
1,150 people.6 A few months later, the Egyptian government 
designated the Muslim Brotherhood a terrorist organization 
and outlawed all participation in the group.7 President Sisi ul-
timately took office after a brief interim period, winning the 
presidential election of 2014 with more than ninety-six percent  
of the vote.8 His suspicious landslide victory signaled the be-
ginning of a presidency marked by repression and violence, 
with the stated aim of restoring security and stability.

By the time President Sisi came to power in 2014, the tat-
tered Egyptian economy was in need of aggressive reform.9  
The country had a severely overvalued currency, large fiscal 
deficits, and a high level of public debt.10 In an attempt to con-
trol the rot, President Sisi’s administration signed a USD $12 
billion loan agreement in 2016 with the International Mone-
tary Fund (IMF) aimed at “addressing macroeconomic vulner-
abilities and promoting inclusive growth and job creation.”11 
Under the terms of the agreement, the Egyptian government 
was required to (1) liberalize its exchange rate; (2) cut fuel sub-
sidies and strengthen social protection programs; and (3) im-
plement a variety of structural reforms in certain areas, includ-
ing industrial licensing, enterprise financing, and bankruptcy 
law.12 The country’s economy has since improved, with annual 
GDP growth increasing from an anemic 2 percent during the 
2011–14 period to 5.6 percent in 2019.13 Egypt’s real GDP is 
expected to increase gradually to 5.8 percent by fiscal year 
2020, and the budget deficit is expected to continue its steady 
decline.14 Big business operating in Egypt has praised President 
Sisi’s economic reform initiatives, viewing them as the reason 

for increased infrastructural stability and the return of interna-
tional investors.15 However, middle-class Egyptians have seen 
their purchasing power diminish after Egypt’s currency reform 
increased overall living costs.16 

In addition to its economic challenges, Egypt wrestles with 
sociopolitical issues that endanger its overall stability and secu-
rity—most prominently, terrorism. In the Sinai Peninsula, the 
Egyptian military has been fighting an insurgency led by the  
Islamic State’s Sinai Province Affiliate (IS-SP) for more than 
four years.17 In October 2015, the IS-SP planted a bomb aboard  
a Russian passenger plane that exploded mid-air, killing all 
224 passengers and crew on board.18 In December 2016, an 
ISIS-affiliated suicide bomber entered St. Mark’s Coptic Or-
thodox Cathedral in Cairo and self-detonated, killing 25 peo-
ple in their place of worship.19 In April 2017, the group claimed 
responsibility for twin attacks in two Coptic churches—one in 
Alexandria and the other north of Cairo—killing at least 47 
people and injuring more than one hundred.20 

Most recently, an attack on the Rawdah mosque in Bir al-
Abed, north Sinai, left more than 305 worshippers dead and 
128 injured.21 Egyptian officials suspected IS-SP involvement 
in the November 2017 attack.22 After declaring three days 
of public mourning, President Sisi vowed to respond to the 
Rawdah mosque attack with “utmost force.”23 Three months 
later, in February 2018, President Sisi and his administration 
launched a comprehensive military offensive against Islamic 
militants in the Sinai—an initiative that came to be known 
as “Operation Sinai.”24 The Egyptian government has been 
criticized for its indiscriminate approach in the ongoing opera-
tion; in March 2018, for example, military forces began de-
molishing schools and homes in the Sinai, forcibly displacing 
residents who lived there.25 As of January 2019, the counter-
insurgency operations in the Sinai Peninsula are expected to 
continue in the foreseeable future.26

President Sisi’s strong authoritarian grip on power was af-
firmed in 2018’s Egyptian presidential election:27 He picked 
up 97 percent of the vote in a landslide victory, winning his 
second term in office.28 The election, however, was widely 
condemned as farcical.29 In the presidential race, President 
Sisi was initially opposed by three political candidates: mili-
tary officers Sami Anan and Ahmed Konsowa, and lawmaker 
Ahmed Shafiq.30 All of them eventually suspended their cam-
paigns, giving in to pressure from the incumbent administra-
tion and the Egyptian military. For instance, three days after 
retired Lieutenant General Sami Anan announced his intent 
to run against President Sisi, the Supreme Committee of the 
Egyptian Armed Forces arrested him, alleging that he forged 
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official documents to end his military service and had not  
obtained the army’s approval to run.31 Similarly, one month 
after he announced his candidacy, Colonel Ahmed Konsowa 
was sentenced to six years in prison for “expressing political 
opinions as a serving military officer.”32 Former Minister of 
Parliament Ahmed Shafiq suffered a similar fate—after an-
nouncing his candidacy, he was detained by pro-Sisi officials 
in the United Arab Emirates and was deported to Egypt, 
where he immediately withdrew his intent to run.33 With his 
opponents sidelined, President Sisi ran virtually unopposed—
his only “rival” was Mousa Mostafa Mousa, the leader of a 
pro-government party who had been a member of a campaign 
supporting Sisi’s second term in office.34 

President Sisi’s intention to continue his authoritarian rule for 
decades were recently laid bare. In February 2019, the Egyptian 
Parliament (widely perceived to be controlled by the Egyptian  
intelligence agencies loyal to the President) overwhelmingly ap-
proved measures beginning the process of amending Egypt’s 
constitution that would allow President Sisi to extend his rule 
until 2034 and exert control over Egypt’s judiciary as well as 
enshrine in law the military’s role as the protector of the con-
stitution.35 While the proposed amendments will have to be 
further scrutinized by the Egyptian Parliament and approved 
in a public referendum, those approvals are seen as a foregone 
conclusion.36 Egyptian human rights groups have decried the 
proposed amendments as the destruction of constitutional  
separation of powers and an authoritarian power-grab.37 

CORRUPTION IN EGYPT
According to the Heritage Foundation’s Index of Economic 
Freedom, corruption in Egypt “is pervasive at all levels of gov-
ernment, and official mechanisms for investigating and pun-
ishing it are very weak.”38 Consequently, conducting business 
in Egypt can be fraught with risk.

Political upheaval and allegations of corruption within var-
ious segments of Egyptian society have caused the country’s 
corruption assessments to worsen gradually in recent years. 
In 2018, Egypt was ranked 105th least corrupt out of 180  
nations in Transparency International’s Corruption Percep-
tions Index (CPI).39 It received a CPI score of 35 on a scale 
from zero (highly corrupt) to 100 (very clean), matching Brazil,  
Zambia, El Salvador, Côte d’Ivoire and Peru.40 Egypt’s posi-
tion on the CPI worsened after 2015, when it ranked 88th out 
of 168 countries with a score of 36, before finally seeing mar-
ginal improvements in 2018.41 

By some estimates, the overall incidence of bribery in Egypt 
is on average lower than that of the Middle East and North  
Africa (MENA) region as a whole.42 According to a 2016 
World Bank survey, 15 percent of private sector firms in Egypt 
experienced at least one request to pay a bribe to receive public 
services, whereas 21 percent of firms shared that experience 
in the MENA region generally.43 The survey also measured 
the prevalence of bribery requests for specific types of transac-

tions: Egypt fared better than the MENA region with respect  
to bribery incidences involving government contracts (14 per-
cent and 36 percent respectively) and in meetings with tax offi-
cials (13 percent and 17 percent respectively), but scored worse 
in the context of construction permits (28 percent and 23  
percent respectively).44 The Resource Governance Index 
(RGI), which measures the quality of governance in the oil, 
gas, and mining sectors of various countries, ranked Egypt 
60th out of 89 nations with a score of 39 (poor) out of a possi-
ble 100 points.45 However, RGI positioned Egypt significantly 
higher in terms of control of corruption, ranking it 37th with a 
score of 60 (satisfactory).46

Whether Egypt is actually less corrupt than the rest of the 
MENA region is disputed. For example, in 2017, Egypt fell 
well below the average for the region on the World Bank’s  
Control of Corruption Index, which measures how likely public 
officials are to abuse their power for personal financial benefit.47

The Egyptian people perceive a high level of corruption in 
their own country. When asked how many people in the public 
sector are involved in corruption, 25 percent of Egyptian re-
spondents said “most or all,” 48 percent said “some,” and 12 
percent said “none.”48 Additionally, Egyptians overall have a 
negative perception of their government’s progress in fighting 
corruption, with 58 percent responding that the government is 
doing “badly.”49 Nevertheless, Egyptians rate their government  
ten points better than the regional average.50

Despite Egypt’s ostensibly strong anti-corruption legal 
framework, corrupt activity often goes unpunished due to the 
country’s relatively weak judiciary, the lack of accountabil-
ity among its police force, and the virtual absence of avenues 
through which victims of corruption can submit complaints.51 
Although it has constitutional and legal independence, the 
judiciary suffers from a lack of funding and a poor reputa-
tion among the Egyptian populace.52 Additionally, it imposes 
almost no financial accountability requirements on its judg-
es, and consequently is considered to be an ineffective anti-
corruption institution.53 As noted in the section above, the 
recently proposed changes to Egypt’s constitution, perceived 
by some as an incursion of the President’s authority into the 
independence of Egypt’s judiciary, may have a knock-on effect 
on the judiciary’s ability to enforce anti-corruption laws. 

CURRENT ENFORCEMENT REGIME  
& RECENT ENFORCEMENT ACTIONS
Article 218 of the Egyptian Constitution states: “The State 
shall fight corruption, and the competent control agencies  
and organizations shall be identified by Law.”54 The same 
provision sets lofty anti-corruption goals for the govern-
ment, including “enhancing the values of integrity and trans-
parency in order to ensure the sound performance of public 
functions and preserve public funds . . . .”55 However, despite 
the government’s seeming commitment to combatting corrup-
tion and its enactment of relatively strong anti-bribery laws,  
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corruption continues to fester in Egypt due to the lack of  
adequate enforcement measures. On the books, Egypt’s penal 
code prohibits bribery of public officials explicitly and levies 
heavy penalties for violations of anti-corruption law.56 In the-
ory, the law is meant to punish those who offer bribes, accept 
bribes, or facilitate bribery with imprisonment and fines.57 In 
reality, bribery is commonplace in Egypt, as facilitation pay-
ments and gifts are “an established part of ‘getting things 
done,’” despite their criminalization.58

Notwithstanding the availability of laws under which cor-
rupt individuals can be prosecuted, minimizing corruption re-
mains a struggle due to the inadequacy of existing enforcement 
mechanisms and the lack of transparency in most institutions and 
transactions.59 Egypt’s Central Auditing Organization (CAO), 
the country’s principal anti-corruption body, has encountered 
internal challenges of its own. In March 2016, President Sisi fired 
the chief of the CAO, Hesham Geneina.60 Geneina’s termination 
came after he gave statements to the media revealing that corrup-
tion had cost Egypt about USD $76 billion over a four-year pe-
riod.61 President Sisi’s administration found that the figures had 
been greatly exaggerated, and promptly dismissed Geneina.62 
Two years later in 2018, Geneina was arrested and convicted by 
a military court for statements made to the media in his capacity 
as then-presidential candidate Sami Anan’s top aide.63 Geneina 
has since been replaced as chief of the CAO.64

In the aftermath of the Arab Spring of 2011, Egyptian anti-
corruption initiatives and enforcement were largely driven by 
widespread outrage at the government corruption that festered 
during Mubarak’s regime. Even following the military coup 
that installed President Sisi, there were several high profile pros-
ecutions of former officials for corruption. In 2015, Mubarak 
himself was sentenced to three years in prison in what came 
to be known as the “presidential palaces” affair.65 Mubarak 
was found to have embezzled millions of dollars in state funds 
over the course of a decade.66 Though the funds were reserved 
for renovating presidential palaces, Mubarak spent them on 
the construction of private villas for his sons.67 In July 2015,  
former Prime Minister Ahmed Nazif was sentenced to five 
years in prison on charges of corruption.68 The 2015 convic-
tion came as a result of Nazif’s appeal from an earlier three-
year sentence that was handed down in 2012.69 In 2011, Nazif, 
along with former Interior Minister Habib al-Adly, was ac-
cused of making unlawful gains in the amount of USD $12.1 
million from an import deal with a German company; howev-
er, they were both acquitted of the charges in February 2015.70 
However, the Giza Criminal Court ordered a retrial of al-Adly 
and a number of other top officials in February 2019.71 

The Sisi government has also pursued internal corruption. 
In 2016, Egypt’s former agriculture minister, Salah El Din 
Mahmoud Helal, was sentenced to ten years in prison and fined 
approximately USD $112,000 for corruption.72 Helal was ac-
cused of accepting multiple bribes from a businessman in return 
for land licenses, including a luxury home, membership in an 

exclusive sports club, high-end clothing, and mobile phones.73  
After Helal’s initial arrest in 2015, then-Prime Minister Ibra-
him Mehleb and his cabinet voluntarily stepped down, and 
President Sisi accepted the government’s resignation.74 The res-
ignation was said to have been the result of increased pressure 
from the corruption probe that led to Helal’s arrest.75 President 
Sisi then asked former Petroleum Minister Sherif Ismail to form 
a new government.76 Senior government officials told the media 
that the goal of the reshuffle was to “pump new blood” into the 
government in light of the Helal corruption scandal.77 

The crackdown on corruption in the public sector has 
been spearheaded by Egypt’s Administrative Control Agency 
(ACA).78 The purpose of the ACA is to gather information on 
administrative and financial violations in the state apparatus 
and to refer cases to the enforcement authorities when wrong-
doing is suspected. Since 2014, the ACA has arrested “dozens 
of officials” across civilian bureaucracy for alleged corrup-
tion.79 Questions, however, have been raised about the inde-
pendence of the ACA, given that it historically has been staffed 
by personnel with military or intelligence backgrounds, and a 
2017 law placed it under President Sisi’s direct authority and 
excluded from the ACA’s purview the Egyptian military.80 

RECENT FOREIGN ENFORCEMENT EFFORTS
Several companies operating in Egypt have been the target of 
investigations and other enforcement efforts conducted by for-
eign governments, including the United States and the United 
Kingdom. For example, in December 2014, Alstom S.A., a 
French power and transportation company, pleaded guilty to 
a scheme involving payment of tens of millions of dollars in 
bribes in several countries, including Egypt.81 According to the 
U.S. Department of Justice (DOJ), Alstom paid kickbacks to 
an executive of Bechtel Corporation, a firm working on behalf 
of the state-owned Egyptian Electricity Holding Company.82 
The Bechtel executive, who rigged bids for state-run power 
contracts in Alstom’s favor, was sentenced to 42 months in 
prison and fined USD $5.2 million.83 Alstom agreed to pay a 
fine of USD $772,290,000.84

In December 2016, the U.S. Securities Exchange Com-
mission (SEC) announced that General Cable Corporation, 
a Kentucky-based manufacturer and distributor of cable and 
wire, had agreed to pay more than USD $75 million to re-
solve federal investigations of the company’s violations of the 
Foreign Corrupt Practice Act (FCPA).85 The investigation un-
covered improper payments totaling USD $80,000 from Gen-
eral Cable’s subsidiary to Egyptian state-owned enterprises, 
improperly recorded as “consultant fees.”86 

The United Kingdom also has pursued corruption cases 
arising from activities in Egypt, including an investigation 
of British construction company Balfour Beatty, which had 
a £100 million (USD $142.7 million) contract to help con-
struct the re-created Alexandria Library.87 In 2008, Balfour 
Beatty reached a settlement with the U.K. Serious Fraud Of-
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months for violating the World Bank’s Integrity Guidelines.93  
The investigation, which arose from AC Boilers’s bid for a 
World Bank-financed contract under Egypt’s Tebbin Power 
Project, revealed that AC Boilers “‘recklessly failed to disclose’ 
the identities and payment amounts of two local agents . . . .”94

CONCLUSION
Egypt’s recent history–marked by revolution and repression–
casts a great deal of uncertainty on the future of its economic, 
political, and social stability. As the dust continues to settle, 
Ropes & Gray will maintain a watchful eye on shifts in the 
corruption risks that doing business in Egypt poses. For now, 
Ropes & Gray warns investors to be mindful of the high levels 
of corruption in the country and take to precautions against 
the risks outlined above.

fice (SFO) and agreed to pay £2.25 million (USD $3.44 mil-
lion in 2008).88 The settlement amount was significantly lower 
than the maximum penalty, due to the company’s voluntary  
disclosure of its wrongdoing.89

The U.K. SFO also secured convictions of a U.K. citizen 
who accepted bribes in exchange for supplying confidential 
information in relation to oil and gas engineering projects in 
Egypt and other countries.90 According to the SFO, the pro-
curement engineer “deliberately leaked confidential informa-
tion to bidders in exchange for payments disguised as commis-
sion.”91 The seven-year investigation and prosecution ended in 
2015 with the engineer receiving a 2.5-year prison sentence.92

Additionally, in October 2016, the World Bank Group de-
barred AC Boilers SpA–an Italian boiler manufacturer and pro-
vider of steam-generating technology–and two affiliates for nine 
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Anti-corruption developments in

France
OVERVIEW
Despite a global decline in foreign direct investment (FDI), 
over the last several years France has enjoyed increasing levels 
of FDI, a trend that has only increased since President Em-
manuel Macron took office in 2017.1 Macron’s policy initia-
tives have focused on drawing more FDI into France’s already 
strong economy.2 Most significantly, Macron has lowered the 
corporate tax rate and relaxed labor laws, thereby easing the 
two highest costs associated with participation in the French 
market.3 Macron’s efforts appear to already be paying off, as 
new FDI reached USD $49.8 billion in 2017, up from USD 
$35.1 billion in 2016.4

As France bolsters its FDI initiatives, the country is also 
amending and improving its anti-corruption enforcement ef-
forts. Historically, France has taken a less aggressive approach 
to enforcement when compared to its peers such as the United 
States and the United Kingdom. For example, in 2014, the 
Organisation for Economic Co-operation and Development 
(OECD) reported that it was concerned with France’s failure 
to proactively enforce its anti-corruption laws.5 The OECD 
emphasized the need for continued reform and pointed out 
that France had never convicted a French corporation of for-
eign bribery, despite such companies being convicted by other 
countries.6 The OECD’s report contrasted with France’s gener-
ally favorable rankings in major anti-corruption indices. This 
differential highlights France’s primary anti-corruption prob-
lem—the country has historically turned a blind eye to French 
companies and individuals engaging in corruption abroad.

In an effort to address the OECD’s criticism, in June 2017, 
France enacted the Transparency, Anti-Corruption and Eco-
nomic Modernisation Act (Sapin II), a law designed to im-
prove France’s anti-corruption enforcement. Under Sapin II, 
making payments to foreign public officials in exchange for 
employment or favorable contracts—so called “influence ped-
dling”—is now a criminal offense. In addition, Sapin II ex-
pands France’s extraterritorial reach. Under Sapin II, when 
corruption crimes occur abroad, whether committed by a 
French national, a French company, or by foreign companies 
that exercise all or part of their activities in France, French 
law applies and the misconduct can be prosecuted in French 
courts. Sapin II is a major step forward.7 

In November 2017, just five months after Sapin II came into 
effect, the Agence Française Anti-Corruption (AFA) entered into 
its first Convention Judiciaire d’Intérêt Public (CJIP) with HSBC. 
Under the terms of France’s inaugural CJIP, which resembles a 
deferred prosecution agreement, HSBC paid €300 million to  
resolve allegations that the bank assisted clients in evading 

tax obligations and laundering money.8 In early 2018, France  
entered into two additional CJIPs with corporations. Set Envi-
ronnement S.A.S. (SES) and Kaefer Wanner S.A.S. (Kaefer) both 
entered into CJIPS for making corrupt payments for contracts 
with EDF, France’s state energy company.9 In addition, the 
French recently participated in the country’s first coordinated 
international anti-corruption settlement with the U.S. Depart-
ment of Justice (DOJ). The coordinated settlement— with Socié-
té Générale SA (Société), a financial institution headquartered in 
Paris—signals a notable shift away from France’s “notoriously 
slow and ineffective” approach to corruption crimes. 

Given the significant change that is on the horizon, companies  
looking to take advantage of France’s friendlier economic cli-
mate should also be mindful of the country’s increasing scru-
tiny around corruption.

FOREIGN INVESTMENT IN FRANCE
France remains an attractive market for foreign investors. 
France is ranked 22nd in the World Economic Forum’s 2017 
to 2018 Global Competitiveness Index (GCI), which measures 
productivity and growth potential across 138 countries.10  
Investors’ recent increased interest in France is also likely to con-
tinue in light of regulatory changes France has made to entice  
new foreign investment. Recent high-profile investments in 
France include:

• U.S.-based General Electric’s USD $3.1 billion  
acquisition of Alstom’s power and grid businesses;11

• The USD $13 billion merger of U.S. oilfield equipment 
company FMC technologies and the French oilfield 
services firm Technip;12 and 

• Germany-based Boehringer Ingelheim’s USD $13.5  
billion acquisition of Sanofi’s animal health business.13

France is already a key market for FDI. The country is cur-
rently the seventh largest global economy, fifth across devel-
oped countries, in terms of FDI inflows.14 Indeed, despite a 
global decline in FDI, since 2017 France has experienced a  
42 percent increase in foreign capital.15 In 2017, new FDI 
reached USD $49.8 billion, up from USD $35.1 billion in 
2016.16 Total FDI increased from USD $704.9 billion in 2016 
to USD $874.5 billion in 2017.17 Nearly 50 percent of FDI 
flows into French professional, scientific, and technical activi-
ties and the manufacturing industry.

France continues to make efforts to attract even more for-
eign investment. Paris currently ranks third, behind Beijing 
and Tokyo, for the number of multinational corporations 
headquartered in the city.18 French President Macron is now 
looking to entice companies headquartered in neighboring 



106  |  Ropes & Gray

EUROPE, MIDDLE EAST, & NORTH AFRICA

less aggressive approach to prosecuting companies that have 
bribed foreign officials overseas. From 2011 to 2014, France 
initiated just 28 investigations into foreign bribery and im-
posed three penalties.31 By contrast, during the same period 
the United States initiated 93 investigations, and imposed 108 
penalties.32 Transparency International rates France’s enforce-
ment of the OECD Anti-Bribery Convention as “limited.”33

Despite France’s limited anti-corruption efforts in prior 
years, in 2016 the World Bank rated France in the 90th per-
centile in its Control of Corruption ranking.34 The ranking 
measures public perception of how often and to what extent 
public power is used for private benefit.35 The Open Budget 
Index evaluates and compares government budget transpar-
ency by looking at the amount of information made available 
to the public. France scored relatively high on the openness of 
its budget documents, and received a rating of “substantial” 
openness in 2017.36 

CURRENT ENFORCEMENT REGIME
The foundation of French anti-corruption enforcement begins 
with the Criminal Code (the Code). Articles 435 and 445 of 
the Code govern public and private crimes of corruption and 
bribery. Article 435 of the Code criminalizes passive and active 
corruption of international public officials and organizations, 
including the international judiciary.37 This section crimi-
nalizes both offering bribes to and the acceptance of bribes 
by persons holding public authority or discharging a public 
service function, regardless of whether the public official is a 
domestic official, an official of a foreign country, or an official 
for international organization.38 Individuals who violate this 
provision can be fined up to €1,000,000 and imprisoned for 
up to 10 years.39 Article 445 of the Code criminalizes private 
commercial bribery.40 The receipt or offer of private bribes is, 
for an individual, punishable by five years in prison and a fine 
of up to €500,000.41 Companies that violate Articles 435 and 
445 can be fined €500,000,000, or up to ten times the amount 
of the proceeds of the offense.42 

France first implemented heightened anti-corruption mea-
sures in 1993 with the Sapin I Bill (Sapin I). Sapin I, imple-
mented by then Minister for Economic Affairs and Finance 
Michael Sapin, amended the Code provisions related to fi-
nancing of political parties and imposed a stronger require-
ment for transparency.43 The law also created the Central  
Service for the Prevention of Corruption (SCPC).44 The SCPC 
was designed to focus on preventative measures and did not car-
ry out investigations into possible violations of the French anti-
corruption laws.45 For example, each year the SCPC published 
an annual report, identified acts of corruption, analyzed their 
treatment by judicial authorities, and provided suggestions on 
how to improve corporate compliance policies.46 In May 1999, 
the French Parliament ratified the OECD Anti-Bribery Con-
vention (the Convention).47 To comply with the Convention’s 
requirements, Parliament amended the Criminal Code to  

London to relocate to the City of Lights.19 Macron’s efforts 
emphasize France’s strengths, particularly its developed in-
frastructure and large and globally integrated market. Signifi-
cantly, Macron also advocated for, and the French legislature 
ultimately enacted, changes to the two most significant costs 
imposed on French operations—the corporate tax rate and la-
bor regulations.20 In September 2017, Macron signed a series  
of changes to the French labor laws, which, among other 
things, make it easier for companies to hire and fire employees 
and simplify negotiations between employers and employees.21 
The same month, France passed a measure that will gradually 
reduce the corporate tax rate from 33.33 percent (one of the 
highest in the world) to 25 percent by the end of 2022.22 

Macron’s efforts appear to be working. In January 2018, 
140 CEOs from around the world attended the “Choose 
France” conference hosted at Versailles Palace.23 The confer-
ence included discussions on the practicalities of investing in 
France and other programming designed to draw excitement 
about foreign investment in France. 24 For certain attendees, 
like Facebook’s Sheryl Sandberg and Google’s Sundar Pichai, 
the event also included one on one meetings with Macron. 
Following the event, several firms announced new projects in 
France including: 

• Toyota’s announcement that it plans to expand its 
Toyota factory in northern France which amounts to 
300 million euros in new investment and the creation 
of 700 jobs; and25

• Facebook’s announcement that it plans to train 65,000 
French citizens in digital skills as part of a series of free 
education programs designed to help women set up busi-
nesses. Facebook also announced its plans to invest an 
additional 10 million euros into artificial intelligence in 
France by 2022 and expand its European base in Paris.26

CORRUPTION IN FRANCE
At first glance, the corruption landscape in France appears to be 
similar to that of the United States. France ranks as the 23rd least 
corrupt of 180 countries on Transparency International’s 2017 
Corruption Perceptions Index, compared to the United States’ 
position at 16.27 France’s score of 70 is just five points lower than 
the United States’ score of 75.28 The United States and France 
are ranked 10th and 11th, respectively, in the 2011 Bribe Payers 
Index, which uses global business executives to rank the world’s 
28 leading economies according to the likelihood that firms 
headquartered in the country will pay bribes in foreign coun-
tries.29 A higher ranking indicates that the companies from that 
country are perceived to be less likely to pay bribes while doing 
business abroad.30 But a merely quantitative analysis would be 
incomplete. A qualitative analysis of each country’s approach to 
anti-corruption reveals a number of fundamental differences. 

France and the United States have taken almost diametri-
cally opposed approaches to anti-corruption enforcement. 
When compared to the United States, France has taken a much 
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expressly prohibit bribery of foreign officials in connection 
with international business transactions.48 Also in 1999, 
France joined Europe’s anti-corruption monitoring body, the 
Group of States against Corruption (GRECO).49 In 2005, 
France ratified the UN Convention Against Corruption, which 
required France to implement anti-corruption prevention mea-
sures regarding international cooperation, asset recovery, and 
information exchange. 50 

Despite France’s efforts on paper, the country lagged be-
hind its peers in the implementation and actualization of an 
anti-corruption enforcement regime. As a result, in March 
2016, Michel Sapin proposed a new draft law to fill the gaps 
in French anti-corruption enforcement and help the country to 
fulfill its international anti-corruption commitments. In June 
2017, France enacted Sapin II.51 Sapin II is designed to increase 
transparency, improve France’s enforcement against corrup-
tion, and modernize the economy.52 Like its predecessor, the 
new law amends the Code and establishes additional resources 
to address foreign bribery. Specifically, Sapin II strengthens 
France’s existing anti-corruption laws by newly criminalizing 
influence peddling, extending its jurisdiction for corruption 
offenses, and allowing French prosecutors to utilize deferred 
prosecution agreements.53 

Under Sapin II, influence peddling—payments to foreign 
public official to abuse their influence in exchange for employ-
ment or favorable contracts—is now a criminal offense.54 Influ-
ence peddling is subject to a fine of €500,000 and up to five years 
in prison.55 Further, Sapin II widens France’s extraterritorial ap-
proach to corruption crimes.56 Under Sapin II, when corruption 
crimes occur abroad, whether committed by a French national, 
a French company, or by foreign companies that exercise all or 
part of their activities in France, French law applies and the 
misconduct can be prosecuted in French courts.57 Sapin II ef-
fectively expands the power and jurisdiction of French criminal 
law. After Sapin II was enacted, French prosecutors can pros-
ecute corruption crimes in French courts, regardless of whether 
the state in which the alleged conduct occurred brings charges, 
or whether any of the alleged victims filed a complaint.58 

Sapin II applies to any company located, headquartered or 
incorporated in France, with 500 or more employees, and an-
nual revenue of €100 million or more.59 It also applies to presi-
dents, directors and executive board members of companies 
accountable under the law.60 A notable provision of Sapin II 
requires that companies create an anti-corruption program to 
prevent and handle corruption risks.61 This includes establish-
ing a code of conduct, as well as a risk map related to the sec-
tors and locations in which the company works.62 In addition, 
Sapin II fortifies protections for whistleblowers, and mandates 
companies establish a whistleblowing hotline for employees to 
report incidents that violate their code of conduct.63 Failure to 
develop an anti-corruption program and comply with Sapin II’s 
preventative measures may result in a fine of up to €200,000 
for corporate officers and €1 million for legal institutions.64 

Sapin II also establishes the AFA—a new civil enforce-
ment agency.65 The AFA is tasked with preventing and punish-
ing corruption, and also inspecting and auditing companies’ 
policies and anti-corruption sanctions programs.66 When the 
AFA inspects a company, the company is obliged to cooper-
ate with AFA agents by making all necessary arrangement to 
facilitate the inspection and allow the agents to exercise their 
inspection power.67 In addition, the company must allow AFA 
agents to interview any person “whose assistance is deemed 
necessary.”68 If a company or individual interferes with the 
AFA’s inspection, defined as any measure intended to prevent 
the agents from duly performing their functions, such interfer-
ence is an offense punishable by a €300,000 fine.69 Sapin II 
also created CJIP, a criminal settlement process that resembles 
deferred prosecution agreements found in the United States.70 
CJIPs are only available to corporations. Under the terms of a 
CJIP, a company may be required to pay a civil fine of up to 30 
percent of the company’s average revenue over the preceding 
three years, create an anticorruption compliance program, be 
subject oversight by AFA, and pay damages to injured parties.71 

KEY REGULATORY AND ENFORCEMENT AGENCIES
The Public Prosecutor’s Office (PPO) is France’s primary crim-
inal regulatory authority responsible for investigating white 
collar crimes and financial fraud.72 To further its fight against 
financial crime, in October 2013 France created the Central 
Office Against Corruption, Financial and Fiscal Offenses (Cen-
tral Office), a specialized unit within the PPO, with the power 
to initiate criminal investigations without approval from the 
PPO.73 The Central Office has three units and is authorized to 
investigate fiscal offenses, vote manipulation cases, white col-
lar crimes, improper political financing, corruption, and con-
flicts of interest.74 In turn, the Central Office can refer cases to 
the PPO for prosecution. In 2018, the Central Office was in-
volved in the investigation of former President Nicolas Sarkozy 
for acceptance of bribes, illicit campaign funds, and misuse of 
Libyan public funds in connection with an alleged multi-mil-
lion Euro campaign contribution from Moammar Gadhfid.75

Until 2017, France’s Ministry of Justice utilized the SCPC 
to collect and analyze information related to corruption and 
annually present its findings and recommendations to the 
French government and the public.76 After the enactment of 
Sapin II, the AFA replaced the SCPC and was given a much 
broader authority to investigate potential civil violations of the 
French anti-corruption laws.77 The AFA’s duties include iden-
tifying and mitigating corruption in its many forms, offering 
recommendations to companies for internal mechanisms to 
prevent and manage corruption, and issuing civil sanctions to 
those entities that breach France’s anti-corruption laws.78 The 
AFA is authorized to conduct interviews and onsite inspec-
tions, but cannot impose criminal penalties.79 The decision 
to prosecute and impose criminal penalties still lies with the 
PPO. The AFA’s duties center on providing recommendations  
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contracts in strategic countries and “tarnished” their relation-
ship.95 Airbus is still under investigation for corruption, and 
the courts have not yet issued any findings.96 Because of the 
ongoing investigations, Airbus declined to show the Commer-
cial Court judges the findings from its internal investigation, 
which it claims substantiates that these intermediaries facili-
tated illegal payments. Without evidence in support of the cor-
ruption allegations, the Commercial Court ordered Airbus to 
pay its intermediaries, placing the aircraft manufacturer in a 
difficult position—caught between the Commercial Court and 
the anti-corruption authorities.97 

In June 2018, French prosecutors opened a corruption 
investigation into President Macron’s chief of staff, Alex-
is Kohler.98 Anti-corruption prosecutors are scrutinizing 
Kohler’s role in France’s economy ministry from 2012 to 2016 
and his links to the Italian Mediterranean Shipping Company 
(MSC).99 The allegations against Kohler suggest that he used 
his position in the ministry to win contracts with MSC, which 
has connections to his family.100 

RECENT UNITED STATES ENFORCEMENT EFFORTS
Few U.S. enforcement cases concern bribes paid within France, 
although several recent, high-profile cases have involved the 
actions of French entities and citizens abroad. In 2014, BNP 
Paribas SA (BNPP), an international banking group based in 
Paris, pled guilty in the U.S. District Court for the Southern 
District of New York to conspiring to violate the Trading with 
the Enemy Act and the International Emergency Economic 
Powers Act.101 According to the DOJ, BNPP processed billions 
of dollars through U.S. banking systems for Cuban, Iranian, 
and Sudanese entities that were under economic embargoes.102 
As part of its plea agreement, BNPP forfeited USD $8.83 bil-
lion, paid a criminal fine of USD $140 million, was placed on 
a five-year probation, and agreed to improve its compliance 
policies.103 

In 2015, Alstom SA, a French transportation and power 
firm, pled guilty to violating the Foreign Corrupt Practice Act 
(FCPA) in the United States District Court for the District of 
Connecticut.104 Alstom admitted to paying more than USD $75 
million in bribes to government officials in countries such as  
Indonesia, Egypt, Saudi Arabia, Taiwan, and the Bahamas 
in order to win more than USD $300 million in contracts.105 
Alstom attempted to hide this misconduct through sham con-
sulting agreements.106 Alstom was fined over USD $772 mil-
lion—the largest criminal fine ever imposed in connection with 
a foreign bribery case.107 The size of the fine was influenced by 
Alstom’s lack of cooperation with the investigation, the scope 
of the misconduct, the type of schemes involved, Alstom’s lack 
of compliance policies, and its failure to admit the miscon-
duct.108 In 2017, a former Alstom executive was also fined USD 
$20,000 and sentenced to two and a half years in prison for his 
role in the bribery of Indonesian government officials.109 There 
are charges still pending against other Alstom executives.110 

to companies on their prevention responsibilities and sanc-
tioning companies through warnings, injunctions or fines. 

RECENT MAJOR SCANDALS
In November 2017, the AFA entered into its first CJIP.80  
Under the terms of France’s inaugural CJIP, HSBC paid €300 
million to resolve allegations that the bank assisted clients in 
evading tax obligations and laundering money.81 The original 
investigation was initiated after a former employee from the 
IT department leaked documents that revealed HSBC had ap-
parently offered wealthy French individuals a means to hide 
their assets from the French tax authority.82

Since HSBC’s CJIP, two other companies, Set Envi-
ronnement S.A.S. (SES) and Kaefer Wanner S.A.S. (Kaefer) 
both entered into CJIPS for making corrupt payments for 
contracts with EDF, France’s state energy company.83 Both 
CJIPs allege that the SES and Kaefer paid bribes to an EDF 
procurement manager, and that this behavior was equivalent 
to corruption of a public service officer.84 Under the terms of 
both CJIPs, the Companies admitted to making the illicit pay-
ments. SES agreed to pay financial penalties of €800,000 and 
compensation to EDF of €30,000, and to submit to monitor-
ing by the AFA for 24 months. Kaefer agreed to pay a fine of 
€2.7 million and compensation to EDF of €30,000 and will 
submit to monitoring by the AFA for 18 months.85

French anti-corruption authorities remained active in the 
first half of 2018. As mentioned above, in March 2018, France 
opened an official investigation into former President Nico-
las Sarkozy, based on allegations that his 2007 presidential 
campaign received illicit payments from the Libyan govern-
ment.86 Sarkozy faces charges of illegal campaign financing, 
passive corruption, and misappropriation of Libyan funds.87 
While a general investigation into these allegations began in 
2013, Sarkozy was not summoned by authorities until 2018.88 
In May of 2018, Sarkozy’s campaign treasurer, Eric Woerth, 
was also indicted for complicity in the campaign’s allegedly 
illegal financing.89 

In April 2018, French judges opened a formal investigation 
into businessman and billionaire Vincent Bolloré for alleged 
bribery of African government officials in exchange for favor-
able contracts.90 Bolloré is the Chairman and CEO of his fam-
ily-controlled conglomerate, Bolloré, which deals in maritime 
freight, African trade, and paper manufacturing.91 Havas SA 
(an advertising company associated with Bolloré) and two other 
executives who work for Bolloré were also indicted.92 Investiga-
tors believe that Bolloré and Havas improperly influenced the 
elections of presidents Faure Gnassingbe in Togo and Alpha 
Conde in Guinea.93

In May 2018, French courts ordered Airbus SE, a corpo-
ration headquartered in the Netherlands, to pay millions in 
outstanding bills to its intermediaries.94 Airbus suspended 
compensation to these corporate partners after alleging that 
they had engaged in corruption violations to acquire aircraft 
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international economic scene. 
As the country implements policy initiatives designed to 

impact FDI, France has also overhauled its anti-corruption 
enforcement efforts. Historically, France took nearly no ac-
tion towards enforcing its own anti-corruption laws. For 
more than a decade, peer nations such as the United States 
and the United Kingdom have actively investigated and sanc-
tioned corporations and bad actors engaged in corrupt activity 
abroad. By contrast, French companies ran little to no risk of 
facing consequences at home for corrupt behavior abroad. But 
change is on the horizon, most notably in the form of France’s 
newest anti-corruption legislation—Sapin II. 

In its first year, Sapin II appears to have sparked real change 
in France. France participated in its first coordinated bribery set-
tlement with the DOJ, and created the AFA, a dedicated white 
collar civil enforcement agency. The AFA has broad powers to 
audit and investigate corporations and their compliance efforts. 
In addition, Sapin II created a powerful enforcement tool—CJI-
Ps—which enable the French government to enter into deferred 
prosecution agreements, much like the well-known and effec-
tively used DPAs utilized by the DOJ in the United States.

France has made notable strides to strengthen and reform 
the country’s anti-corruption framework. Accordingly, com-
panies should be prepared for operations with a French touch-
point to receive heightened scrutiny. While France is not a high-
corruption state, companies should make sure they understand 
and, if necessary, comply with Sapin II’s requirements as France 
cracks down on penalties for perceived corruption abroad. 

In 2017, Samuel Mebiame, a dual citizen of France and 
Gabon, was sentenced to two years in U.S. federal prison for 
violating the FCPA.111 Mebiame pled guilty to paying over 
USD $3 million in bribes to government officials in several 
African countries.112 The payments were made on behalf of a 
joint venture entity partially owned by Och-Ziff Capital Man-
agement Group LLC in exchange for licenses for uranium 
concessions.113 In a related action, Och-Ziff was charged with 
violations of the FCPA’s anti-bribery, books and records, and 
accounting controls provisions.114 Och-Ziff entered into a DPA 
and a subsidiary, OZ Africa Management GP LLC pled guilty 
to one count of criminal information related to the payment 
of extensive bribes in the Democratic Republic of Congo.115 
Och-Ziff entered into a separate civil settlement with the U.S. 
Securities and Exchange Commission (SEC) and agreed to pay 
a USD $260 million fine.116 Och Ziff’s CEO, Daniel S. Och, 
and CFO, Joel M. Frank, also settled civil charges with the 
SEC and agreed to pay a nearly $2.2 million fine.117 

CONCLUSION
France has always been an attractive market for FDI due to 
its developed infrastructure and large and globally integrated 
market. President Macron’s initiatives are designed to contin-
ue to increase FDI by driving down the cost of doing business 
in France through lowered corporate tax rates and more lax 
labor regulation. Macron, and many outside observers, be-
lieve that an increase in foreign investment will bolster and 
reinvigorate France’s domestic economy and influence on the 
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Anti-corruption developments in

Greece
OVERVIEW
During the 2008 global financial crisis, Greece was devastat-
ed—financially, politically, and socially. Although many EU 
officials consider the crisis in Greece to be resolved,1 the past 
few years have been marked by two unsuccessful bailouts, 
a snap election, a temporary suspension of the Athens stock  
exchange, and the possibility of a “Grexit.”2 

Greece continues to experience high unemployment and 
poverty rates, low wages, and poor health care.3 Many com-
mentators have pointed to Greece’s culture of corruption as 
a contributing factor to its shaky financial situation.4 For de-
cades before the crisis, it was commonplace for businessmen 
to pay miza—large payments—to government officials to ac-
quire business opportunities.5 These bribes induced Greece’s 
government officials to spend vast amounts of public resources 
on wasteful contracts that increased Greece’s financial vulner-
ability and ultimately led it to financial crisis.6 

As Greece’s national debt has increased, Greece has be-
come more dependent on external financing, receiving nearly 
€280 billion in funds since 2010.7 The European Commission,  
the IMF, and the European Central Bank oversaw Greek 
spending and economic policies for eight years,8 but Greece 
is now set to make a clean exit of its last bailout, leaving the 
country without any formal surveillance after August.9 The 
International Monetary Fund (IMF), however, did not take 
part in the final tranche of lending, and the organization has 
expressed concerns over the long-term future of the Greek 
economy.10 The nations that have lent to Greece have also 
pressured the country into austerity measures, including pen-
sion cuts, higher taxes, and sharp reductions in spending for 
public transportation and health care.11 

In 2016, Greece established the Hellenic Holdings and 
Properties Company SA (HCAP) to accelerate privatization of 
public assets such as port authorities, the Athens International 
Airport, an oil refinery, utilities, the regional airport network, 
telecommunication infrastructure, real estate, the Hellenic 
Post, highways, beaches, and railways.12 These privatizations 
are now subject to a transparent and non-discriminatory public  
bidding process.13 As a result of this privatization, Greece has 
experienced an influx of foreign capital into the country.14 
With an influx of investment, however, comes an increased 
risk of corruption, which must be closely monitored.15

THE SIZE OF THE PROBLEM
Greece has a long history of corruption, which many commen-
tators have suggested contributed to its financial meltdown in 
2008.16 Greece’s corruption problem was magnified after it 

joined the European Community in 1981 and gained access 
to integration funding and additional loan resources.17 Greek 
politicians reportedly spent these new financial resources on 
wasteful government contracts that were primarily entered into 
so they could obtain bribes and political support.18 According  
to some commentators, during the 1980s, bribes to govern-
ment officials, averaging approximately ten percent of a con-
tract’s price, were used in connection with telecoms, military 
equipment, and construction projects, among other things.19 
Because these expenditures were made using borrowed money,  
Greece’s public debt skyrocketed.20 

Greece’s bribery problem continues today.21 Though most 
prolific in the area of government procurement, corruption is 
also common in the healthcare system, in banks and financial 
institutions, and in political party funding.22 And the prob-
lem is expensive: between 2000 and 2015, corruption in the 
health sector is estimated to have cost Greece €23 billion.23 
Greece’s citizens believe that corruption is rampant in their 
country. The Special Eurobarometer on Corruption reports 
that 96 percent of Greek respondents believe corruption is 
widespread in Greece, 88 percent believe that bribes are the 
most effective way to obtain Greek public services, 93 percent  
believe that their national public institutions are subject to 
corruption, 91 percent believe that their local or regional 
public institutions are subject to corruption, and 90 percent 
believe that the close connection between business and Greek 
politics leads to corruption.24 

Global anti-corruption watchdog organizations are more 
optimistic than many commentators about the pervasiveness of 
corruption on life in Greece. Transparency International’s 2017 
Corruption Perceptions Index (CPI) ranked Greece the 59th least 
corrupt out of 180 countries.25 Greece’s score of 48 on a scale of 
0 (highly corrupt) to 100 (very clean) placed the country above 
the global average (43) but below the average for countries in 
the Western European region (66). Greece’s score has, however, 
steadily increased since 2012, when the country’s CPI was 36.26 

CURRENT ENFORCEMENT REGIME
Greece is subject to several anti-corruption laws and regula-
tions. International oversight bodies include the United Na-
tions, the European Union, the IMF, the World Bank, the 
Organization for Economic Cooperation and Development 
(OECD), the Group of States Against Corruption (GRECO), 
and the Financial Action Task Force. Greece’s domestic 
anti-corruption regulations include several laws ratifying 
international treaties,27 as well as many civil and criminal 
laws prohibiting corruption. In 2014, after criticism that the  
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anti-corruption framework in Greece was legally complex 
and inconsistently enforced, there was major reform aimed 
at unifying the law and streamlining agency enforcement.28

The Greek Criminal Code (GCC) governs corrupt practic-
es.29 It defines bribery broadly, prohibiting any solicitation, ac-
ceptance, offer, or giving of benefits or the promise of benefits 
to induce a public official to act.30 Indirect inducement is pro-
hibited, and third-party facilitators may also be held liable.31 
Actionable benefits may include gifts, payments, and favorable 
conduct; however, hospitality and symbolic gifts may fall short 
of the threshold.32 Greek law now prohibits the bribery of both 
domestic and foreign public officials.33 Private commercial 
bribery is also prohibited; Greek law defines this as the induce-
ment of those in the private sector to breach their duties.34 

Individuals who are found guilty of the crime of bribery 
may be punished with imprisonment or criminal sanctions.35 
Legal entities can also be held liable for acts of bribery from 
which they benefit; corporate sanctions include administrative 
fines and bans—temporary or permanent—from public tenders  
or from exercising specific activities.36 There is also successor 
liability for bribery that occurred prior to a merger or acqui-
sition, where the individuals managing the target entity have 
been convicted and the target entity has benefited from the  
corrupt acts.37 Foreign companies with a registered place of 
business outside of Greece cannot be prosecuted for the brib-
ery of foreign officials,38 but individuals working with or for 
foreign companies may still be held criminally liable for bribing 
public officials.39 Recent amendments provide leniency for self-
reporting, and the implementation of a comprehensive compli-
ance program may lead to reductions in penalties as well.40

In 2013, a special prosecutorial authority—the Prosecutor’s 
Office Against Corruption—was created to coordinate corrup-
tion and bribery investigations, and to conduct preliminary in-
quiries into potential offenses.41 These cases are investigated by 
the Special Investigatory Body, a group of judges created in 2011 
that has extensive powers to gather evidence, seize property, and 
access privileged information.42 Information gathering is aided 
by both the Financial and Economic Crime Unit (FECU) and 
the Hellenic Financial intelligence Unit (FIU).43 The Prosecutor’s  
Office Against Corruption and the FECU have the power to 
prosecute offenses internationally and to investigate activities 
abroad through cooperation with other jurisdictions.44 

Corruption is also prohibited by the Greek civil laws.  
Under these laws, civil litigants can seek compensation and 
obtain relief from their obligations under existing bribery con-
tracts.45 Corporate entities are required to keep detailed pay-
ment records.46 Although corporate entities need not report 
bribery violations, they must report suspicious money laun-
dering or tax transactions.47 

Greek anti-corruption enforcement has traditionally been 
weak in practice. This under-enforcement can be attributed to 
three features of Greek law. First, Greek prosecutors did not 
have prosecutorial authority to negotiate settlements until 2010. 

This recent change, Greek Law 3849, allows prosecutors to offer 
leniency—in the form of a reduced sentence or even dismissal—
to those who disclose significant criminal information about 
a public official exhibiting criminal conduct.48 Second, Greece 
has only limited whistleblower protections outside broader em-
ployment laws.49 A whistleblower provision was introduced in 
2014 that protects those who report corruption “from criminal 
prosecution for perjury, slander, libel, and breach of confiden-
tiality and personal data.”50 This provision also provides wit-
ness protection measures and protects public employees from 
retaliation.51 These protections have often fallen short; employ-
ees are dissuaded from reporting their companies both because 
of the threat of a potential three-month imprisonment for the 
crime of disclosing business secrets and because whistleblowers 
still suffer from threats and violence.52 Third, under the Greek 
constitution, high-level Greek government officials are immune 
from criminal prosecution unless the Committee on Parliamen-
tary Ethics approves prosecution or arrest, and the prosecution 
or arrest takes place within three months of the approval.53 
Since 2015, there have been 44 requests for lifting immunity; 
the Committee has granted only 14 of those requests. Despite  
recommendations from GRECO that parliamentarian immu-
nity be reformed to allow unimpeded criminal proceedings, this 
legal framework has not been changed.54 

In the past, anti-corruption laws were also under-enforced 
because of backlogs, dismissals, and inadequate funding.55  
Recent legislation, however, has sped up the investigation and 
trial process, and has increased transparency in anti-corruption  
enforcement.56 These changes have been criticized as infring-
ing on the privacy and due process rights of defendants.57

The current Prime Minister, Alexis Tsipras, was elected in 
2015 and campaigned on a promise to crack down on corrup-
tion.58 Eleni Raikou served as the country’s first head prosecutor 
against corruption.59 She had a track record of rigorous and dis-
interested prosecution of bribery, as seen by her pursuit of charg-
es against former Minister of Defense Akis Tsochatzopoulos 
and his family members.60 Heleni Touloupaki took on the role 
after Raikou’s resignation in March 2017.61 Touloupaki has said 
that her goals are to “rebuild the brand name of Greece” and 
to recover the tens of billions of euros Greece has lost through 
corruption and money laundering.62 In the early days of her 
role, she has pursued cases against Siemens, high-ranking Greek  
public officials with offshore financial holdings, and former de-
fense and finance minister Yiannos Papantoniou.63

RECENT MAJOR SCANDALS
In addition to the rampant corruption that contributed to 
Greece’s 2008 financial crisis, several high-profile corruption 
scandals have since been uncovered. 

In 2015, a Greek businessman was arrested for allegedly pay-
ing a €2 million bribe to a Greek politician to win a €540 million 
defense contract for Ericsson AB—a telecom equipment maker 
based in Sweden.64 The following year Ericsson announced that 
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it was being investigated by a Greek prosecutor in connection 
with the arms deal, and that it was being questioned by U.S. 
authorities about FCPA compliance.65 In 2017, six former and 
current employees of Ericsson were also indicted in connection 
with a 1999 sale of radar technology to the Greek government.66 

In 2014, Greek prosecutors charged six prominent Greek 
politicians and businessmen with engaging in corrupt practic-
es to obtain government contracts.67 These allegations involve 
hundreds of millions of euros in bribery payments and implicate 
Tsochatzopoulos, a television station and insurance company 
owner, the former chief executive of Hellenic Postbank, a former 
minister in the Greek New Democracy party, a former corporate 
contract negotiator, and a former defense ministry official.68

In 2010, DePuy, an orthopedic device manufacturer owned 
by Johnson & Johnson, was involved in a healthcare corrup-
tion case.69 Five DePuy employees were criminally charged for 
allegedly paying USD $21.5 million in bribes to secure busi-
ness in Greece from 1998 to 2006.70 

In addition, several corruption scandals have arisen in the de-
fense and automotive industries.71 In particular, engineering and 
electronics conglomerate Siemens was accused of bribing Greek 
government officials to obtain a favorable business environment 
and secure government contracts in Greece from the late 1990s 
until 2007.72 After an investigation, Siemens settled with Greece 
for €270 million in 2012.73 This settlement included €90 million 
to Greece’s anti-corruption efforts and €80 million in debt write-
offs.74 The other €100 million was to be invested in Greece.75 

In an offshoot of the Siemens investigation, former Greek 
military officer Antonis Kantas was arrested for money laun-
dering and corrupt practices. After his arrest, he admitted to 
receiving nearly USD $19 million in bribes over a five-year pe-
riod.76 Kantas was sentenced to 25 years, a punishment that 
was relaxed because of his admission of guilt and his coopera-
tion in the indictment of 32 other individuals.77 Although his 
government position provided him with only minimal influ-
ence, Kantas was able to amass large bribes over a short time. 
Kantas’s corrupt conduct came to Greek prosecutors’ attention 
during the Siemens investigation when his name appeared on 
Siemens’ records, showing that the company had repaid Kan-
tas €500,000 for a loan.78 Kantas’s confessions are particularly 
significant because they demonstrate that several corporate en-
tities in prominent European Union nations played a role in 
the corrupt practices. In particular, Kantas claims that arms 
dealers in France, Germany, Sweden, and Russia bribed Greek 
public officials to obtain weapons contracts with Greece.79 

Another significant corruption scandal involved German 
weapons manufacturer Ferrostaal, which allegedly bribed 
Greek government officials to induce Greece to purchase un-
needed submarines.80 Former Greek Defense Minister Akis 
Tsochatzopoulos, was convicted in Greece for money launder-
ing and receiving bribes in exchange for these lucrative defense 
contracts.81 Sixteen co-defendants were also convicted.82 Soti-
ris Emmanouil, former managing director of a Greek ship-

yard, was charged with accepting USD $31 million in bribes in 
the Ferrostaal submarine contract scandal.83 Emmanouil was 
fined €17 million for his involvement.84 Greece is also said to 
be seeking €62 million from German defense companies STN 
and Atlas Elektronik for similar submarine contract bribes.85

RECENT UNITED STATES ENFORCEMENT EFFORTS
Over the last decade, anti-corruption enforcement efforts in 
Greece by United States enforcement officials have largely fo-
cused on the healthcare and medical device industries. In 2013, 
medical technology company Stryker Corporation was charged 
by U.S. Department of Justice (DOJ) with violating the Foreign 
Corrupt Practices Act (FCPA) by bribing healthcare profession-
als and public officials to obtain contracts for Stryker products in 
Greece, Argentina, Mexico, Poland, and Romania, from 2003 
onwards.86 Stryker allegedly used and misreported USD $2.2 
million in bribes in its company records to accumulate USD $7.5 
million in profits.87 The bribes included funding government offi-
cials’ personal vacations and “pet project[s].”88 Stryker agreed to 
pay a USD $13.2 million settlement to the U.S. Securities and Ex-
change Commission (SEC).89 The Commission found that Stryk-
er failed to maintain adequate internal compliance programs.90 

In 2012, medical device company Smith & Nephew, Inc. 
entered into a deferred prosecution agreement and paid a USD 
$16.8 million penalty after a DOJ investigation uncovered that 
it had been using an off-shore shell company to provide USD 
$9.4 million in bribes to Greek public officials in the healthcare 
industry from 1998 to 2008.91 As part of the agreement, Smith & 
Nephew was required to create compliance monitoring systems 
and other internal controls to prevent future corruptions issues.92 
It also settled claims with the SEC for USD $5.4 million.93 

In 2011, Johnson & Johnson entered into a deferred prose-
cution agreement with DOJ, including a USD $21.4 million 
penalty for corrupt practices in Greece, Romania, Poland, and 
Iraq.94 In Greece, Johnson & Johnson admitted to providing 
bribes to acquire business from the public health industry.95 
However, because Johnson & Johnson had internal anti- 
corruption controls in place and conducted a self-investigation 
once it became aware that a violation may have occurred, it 
received a reduced criminal fine.96 It also settled its SEC inves-
tigation for USD $48.6 million.97 

CONCLUSION
In recent years Greece has recognized that entrenched corrup-
tion is a contributing factor to its financial insecurity, and it 
will likely continue efforts to reduce corruption in the public 
and private sector. Companies doing business in Greece should 
be aware of the economic, political, and social instability creat-
ed by the culture of corruption; they should also note the coun-
try’s current heightened anti-corruption enforcement. Compa-
nies should ensure that their own business practices in Greece 
do not expose them to global anti-corruption enforcement ac-
tions by implementing robust anti-corruption programs. 
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Anti-corruption developments in

Italy
OVERVIEW
In the second century B.C., a visiting king described Rome as 
“a city for sale.”1 Twenty-three centuries later, Italy still suf-
fers from a perception of corruption. Among Italians surveyed 
in 2017, 89 percent believed that corruption was widespread 
throughout their government.2 Recent trends demonstrate 
government interest in reducing corruption, but the extent to 
which such interest provokes action remains to be seen.

Italy has a population of 62 million and a GDP (PPP) of 
over USD $2.3 trillion, giving it the twelfth-largest economy 
in the world and fourth-largest in Europe.3 Italy is the seventh-
largest export economy in the world. Its top exports include 
automobiles and automobile parts, refined petroleum, and 
pharmaceuticals.4 Italy’s black market economy, however, 
makes up perhaps as much as 20 percent of its GDP, mak-
ing it the second-largest black market economy in the world.5  
In 2017, foreign direct investment in Italy, at 0.477 percent of 
GDP, was below the European Union average,6 while Italy is 
one of the most indebted countries in the world, with public 
debt at over 132 percent of the GDP.7

The country endured a “triple-dip recession” following the 
global financial crisis of 2008.8 The slow economic recovery 
contributed to the growth in populist sentiment and the tri-
umph of anti-establishment political parties skeptical of Italy’s 
membership of the European Union in the 2018 parliamentary 
elections.9 The new populist government, a coalition of the 
far-left Five Star Movement and far-right League, has since 
engaged in a stand-off with the European Commission over 
Italy’s spending proposals and presided over a technical reces-
sion at the end of 201810 that contributed to a cut of Italy’s 2019 
growth forecast to around 0.6 percent.11 Out of 140 countries 
in the World Economic Forum’s 2018 Global Competitiveness  
Report, Italy was ranked 31st and within the top 22 countries 
in innovation, capability, infrastructure, health, and market  
size.12 Factors that were described as potentially hampering  
future business included inefficient government bureaucracy 
and fiscal policy instability .13

Italy’s economy is divided by geography: northern Italy 
is the industrial powerhouse of the country, while southern 
Italy is more agricultural.14 Economic conditions of the regions  
reflect this divide: the south, home to more than one-third of 
Italians, accounts for just 22 percent of GDP.15 The economic 
division creates the stark contrast of northern Italians being 
wealthier than Britons, while southern Italians are poorer 
than Slovenians.16 Southern Italy produces merely a tenth of 
the country’s exports,17 and 82 percent of foreign companies 
operating in Italy are located in the north.18 Perhaps tied to 

this economic divide, organized crime is more prevalent in the 
south,19 leading to its reputation as a power base for the mafia.20  

In fact, some cities in southern Italy are reportedly so poor 
that some view joining the mafia as the only option for some 
to make ends meet.21

CORRUPTION IN ITALY
Corruption has been a perennial problem in Italy. Transparen-
cy International (“TI”), a global corruption watchdog, ranked 
Italy as the 53rd least corrupt nation in the world (out of 180), 
with a score of 52 out of 100 (100 being a corruption-free 
state), on par with Grenada and Oman.22 The World Economic  
Forum ranked Italy at 47 out of 140 countries in a rank-
ing of nations’ incidence of corruption from best to worst.23  

The World Governance Index gives Italy a rank of 61.54 for 
corruption control, placing it between Mauritius and Croa-
tia.24 In recent years, however, new laws on whistleblowing, 
transparency, undue influence, and anti-money laundering 
have aided in marginally decreasing corruption in Italy.25 

In 1992, Italy was shaken by Tangentopoli (“Bribesville”), 
a scandal that revealed a nationwide system of corruption 
that funded political parties, leading to thousands of indict-
ments.26 The resulting investigation, Mani Pulite (“Clean 
Hands”), uncovered that bribes had often doubled the price 
of public works contracts and came from both large and small 
companies.27 Over 300 members of Parliament were investi-
gated.28 Much of Italian corruption reform has come in the 
shadow of the Clean Hands investigation, but Italians remain 
skeptical. According to a TI report, 24 percent of Italians de-
scribed corruption as one of the three biggest problems facing 
the country.29 Italians also felt that corruption had increased 
in recent years; 55 percent thought corruption had worsened 
and only four percent believed it had decreased.30 Italians also 
felt that corruption was a moderately large issue in Italy, and 
that the government was not doing enough to combat it.31  

Seven percent of Italians reported that they or a member of 
their household had paid a bribe in the last year when using 
public services including the judicial system and police.32 

Public corruption in Italy is often connected to organized 
crime.33 Unlike in the traditional archetype, where organized 
crime creates public corruption, in Italy corruption attracts  
organized crime.34 Massimo Carminati, a convicted mobster, 
explained that criminal organizations approach politicians 
with requests for public works projects, and observe that 
“if [they] then find out that someone else did it  .  .  .  [,] then 
it becomes something unpleasant.”35 Recently, though, Italian 
courts have begun prosecuting high-ranking state officials and 
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mob bosses for their involvement in public corruption in the 
1990s.36 Yet, the threat of attacks from speaking out about  
corruption is still prevalent, evidenced by the fact that the court 
had to issue its ruling from a high-security, secret bunker.37 

Problems with bribery are not limited to the public sector.  
Former Prime Minister Silvio Berlusconi described bribes 
as necessary in dealing with countries outside the Western 
world.38 As noted below, Italy made private corruption (no 
public official involvement) a crime for the first time in 2012.39 

Finally, match-fixing in Italian soccer leagues is a recurrent 
issue, with connections to organized crime often suspected.40

The costs of corruption are steep: the Italian Audit Court 
estimates that corruption costs the country USD $258 million 
per year (roughly thirteen percent of GDP), approximately 28 
percent of the corruption costs of the entire European Union.41 

CURRENT ENFORCEMENT REGIME
Italy has implemented a comprehensive body of anti-corrup-
tion law, including criminal sanctions for corporations and 
other legal entities. Italy is a signatory to the Organisation 
for Economic Co-operation and Development (OECD) Anti-
Bribery Convention,42 The Convention on the Fight Against 
Corruption Involving Officials of the European Community 
or Officials of the Member States of the European Union, 
The Criminal Law Convention on Corruption, The Civil Law 
Convention on Corruption, The UN Convention Against 
Transnational Organized Crime, and The UN Convention 
Against Corruption.43

In 2001, Decree No. 231 made all corporations with opera-
tions in Italy criminally liable for bribery committed by its man-
agers or employees in the interest of the corporation.44 Although 
the corporation’s liability is technically classified as an admin-
istrative offense, the proceedings are conducted in a criminal 
court, and are typically joined with the individual criminal 
proceedings of the offending manager or employee.45 Penalties 
for convicted corporations may include fines, confiscation, the 
suspension or revocation of government concessions, debar-
ment, exclusion from government financing, or a prohibition 
from carrying on business activities.46 However, corporations 
can avoid liability if they demonstrate the existence of a compli-
ance program that was implemented to prevent corruption.47

Enforcement of Italian corruption laws has historically 
borne little fruit; in 2016, a Supreme Court judge said he be-
lieved corruption had worsened despite new anti-corruption 
legislation.48 In 2012, Italy passed an anti-corruption law 
that banned those convicted of corruption from public of-
fice, guaranteed anonymity for whistleblowers, created new 
crimes for private corruption, and required local governments 
to publish their budgets and public works’ costs.49 Cases are 
brought by either the Guardia di Finanza (Financial Guard), 
a government agency that targets financial crimes, or the local 
prosecutors under the umbrella of the Ministry of Justice. But 
between 1999 and the end of 2016, Italy sanctioned only 11 

people and five companies for foreign bribery.50 More recently, 
the Council of Europe’s Group of States against Corruption 
(GRECO) concluded that Italy has made progress to prevent 
corruption in respect of the judiciary; nevertheless, only three 
of the twelve recommendations in their report had been imple-
mented satisfactorily.51

The largest stumbling block for Italian corruption enforce-
ment is Italy’s statute of limitations. The Italian statute of lim-
itations is not tolled by prosecution; instead, a final conviction 
(after all three mandatory appeals have been exhausted) must 
be entered before the time period elapses for a conviction to be 
valid.52 As a result of this system, 1.68 million cases between 
2005 and 2016 were thrown out.53 The fight over the statute 
of limitations has been a tug-of-war; the limitations period for 
corruption cases was cut in half to a maximum of seven-and-
a-half years in 2011,54 then re-expanded in 2014 by reform-
ers,55 and, in 2017, was amended to remove the first 18 months 
post-conviction and post-appeal from the limitations period.56

There is hope for further reform, however. Numerous lead-
ers throughout the last decade have spoken out and taken  
action against corruption. Matteo Renzi, Prime Minister 
from 2014 to 2016, launched a crusade against corruption 
in government.57 Prime Minister Giuseppe Conte ran on the 
platform that corruption must be rooted out,58 and current 
president, Sergio Mattarella, declared upon taking oath that 
fighting against the mafia and corruption were “absolute pri-
orities.”59 Prime Minister Renzi appointed Raffaele Cantone, 
a former Neapolitan anti-mafia magistrate, as head of Italy’s 
Anti-Corruption National Authority and gave him an inde-
pendent charter to root out public corruption.60 These changes 
appear to be producing results. Italy opened only three corrup-
tion investigations per year in 2014 and 2015, but opened elev-
en such investigations in 2016 and ten in 2017.61 From those 
investigations, Italian authorities brought 16 cases and con-
cluded six cases with sanctions.62 As a result, TI recently up-
graded Italy’s anti-corruption enforcement category to “Active  
Enforcement,” the highest level.63

Italy’s current government led by Prime Minister Giuseppe 
Conte adopted a package of measures, dubbed, the “bribe- 
destroyer” law, aimed at combating public sector corruption 
and increasing scrutiny and transparency requirements. The 
new law increases penalties for certain bribery offences and 
will relax the statute of limitations rules described above in 
favor of the prosecution from 2020. The law also seeks to 
promote individual and corporate cooperation with the en-
forcement authorities. For example, the law introduces the 
possibility of “non-punishment” of individuals in certain 
circumstances if they voluntarily and proactively disclose 
information to enforcement authorities concerning corrupt 
conduct to which they were a party. The law also provides 
that a corporate entity may be eligible for cooperation and 
remediation credit for reduced disqualification penalties if 
the company, among others, actively collaborates with the  
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enforcement authority’s investigation, identifies other offend-
ers, ensures seizure of profits of the misconduct, and eliminates  
the organizational deficiencies that allowed the misconduct to 
occur by implementing a compliance program within a speci-
fied timeframe.64

RECENT MAJOR ENFORCEMENT ACTIONS
A number of domestic corruption scandals across the country 
have made the front pages of Italian newspapers. In a landmark  
case, the Italian oil company Eni faces prosecution for paying  
a bribe to the Nigerian government to gain a deep-water oil-
prospecting license in the Gulf of Guinea.65 In September 
2018, a Milan court convicted two middlemen involved in the 
alleged bribery scheme. In giving her written reasons for the 
conviction, the judge found that management of Eni was “ful-
ly aware” of the bribery of the Nigerian government officials.66 
Royal Dutch Shell, Eni’s co-defendant in the trial, expects the 
main trial to last for “many months.”67 

In a separate case in 2018, Eni and its former CEO were 
acquitted of an alleged bribery of an Algerian government 
official to acquire gas exploitation rights at the Menzel field. 
However, the court fined Eni’s subsidiary, Saipem, and jailed 
the subsidiary’s former boss.68 

In 2017, top politicians and officers of the Lombardy re-
gion were convicted of facilitating a scheme whereby private 
hospitals obtained public healthcare funds in exchange for 
money or benefits.69 

In 2015, Italian officials uncovered a massive underground 
money-laundering scheme run by Chinese migrants in Italy.70 

Over USD $5.1 billion gathered through prostitution rings, 
counterfeiting, labor exploitation, and tax evasion was sent 
to China through the Bank of China, which took €758,000 
in commissions.71 The assistant district attorney of Florence 
sought indictments of nearly 300 people and the Bank of China 
for their roles in the enterprise.72 Of the USD $5.1 billion, pros-
ecutors seized only USD $1.1 million.73 The rest “effectively  
vanished,” with some money being traced to a Chinese gov-
ernment-owned import-export company.74

Additionally, a Barclays manager was convicted by a court 
in Milan for receiving €150,000 in return for improperly 
granting loans and sentenced to two years and eight months in 
prison.75 The manager was reported by Barclays to Milanese 
authorities after the bank learned he had given the loan to an 
uncreditworthy borrower.76 

In Rome, the discovery in December 2014 of the “Mafia 
Capitale” (“Capital Mafia”), an underground organization 
that had been draining hundreds of millions of euros through 
corrupt contracts and extortion, shocked the nation.77 The 
investigation has reached the former mayor of Rome, Gianni 
Alemanno, and the Roman anti-corruption czar, Italo Walter 
Politano, indicating the vastness of the Mafia Capitale’s reach.78 

In Milan, the celebrated Expo Milan 2015 was tarnished 
by the arrest of seven on charges of corruption in 2014.79 As 

a result, an anti-corruption unit took control of the Expo  
contracts and was called “a model for other big events” by  
the OECD.80 

In Venice, the mayor and 34 others were arrested after an 
investigation into the €5.4 billion flood-barrier project uncov-
ered that USD 27 million allegedly disappeared into foreign 
bank accounts and political parties’ funds.81

RECENT UNITED STATES ENFORCEMENT EFFORTS
The U.S. Securities and Exchange Commission (SEC) brought 
an enforcement action against Pfizer Inc. in 2012.82 A Pfizer 
subsidiary, Pfizer Italia S.r.l., was charged with providing 
cash payments, travel subsidies, and gifts to doctors employed 
by Italy’s government health care institutions.83 The SEC al-
leged that Pfizer Italia had provided the doctors with weekend 
trips, goods, and money in return for promises to prescribe 
Pfizer products84 and labeled the transactions “Marketing 
Expenses,” “Professional Training,” or “Advertising in Scien-
tific Journals.”85 Pfizer Italia ran “observational studies,” but 
these studies were said to “lack[] scientific value” and served 
as fronts for payments.86 Pfizer voluntarily disclosed the mis-
conduct by its subsidiary and fully cooperated with the SEC.87 

Pfizer ultimately agreed to pay USD $26.3 million in disgorge-
ment of profits.88

Eni SpA and Snamprogetti Netherlands BV paid USD $365 
million in a settlement with the SEC and U.S. Department of 
Justice (DOJ) in 2010 relating to a Nigerian bribery scandal.89 

The companies were charged with paying millions of dollars 
in bribes to Nigerian officials in an effort to win oil and gas 
contracts valued at over USD $6 billion.90

Siemens AG and its Italian subsidiary Gas Turbine Tech-
nologies S.p.A. were charged in 2008 with violating the books 
and records provisions of the U.S. Foreign Corrupt Practices 
Act (FCPA) and failing to implement internal accounting con-
trols.91 Siemens AG pleaded guilty to inflating contracts with 
the Iraqi government to provide kickbacks to officials and paid 
a USD $448.5 million fine.92

In 2007, the DOJ and SEC charged Ingersoll-Rand Itali-
ana S.p.A., an Italian subsidiary of Ingersoll-Rand Company 
Limited, with conspiracy to commit wire fraud and violate 
the books and records provisions of the Foreign Corrupt Prac-
tices Act (FCPA).93 Ingersoll allegedly hosted Iraqi government  
officials in Italy for holiday travel and provided them with USD 
$8,000 in “pocket money.”94 Ingersoll acknowledged that its 
employees paid kickbacks to Iraqi government officials to re-
ceive contracts with Iraqi ministries.95 Ingersoll entered into 
a deferred prosecution agreement, agreed to pay USD $2.5 
million to the DOJ and USD $4.22 million in penalties and 
disgorgement to the SEC and have an independent monitor.96

CONCLUSION
Despite the long history of corruption in Italy,97 recent leader-
ship has been taking steps to improve the situation. Italy has 
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made strides in recent years to improve its economy and to 
lessen corruption, and has shown that it has a large economy 
with the tools in place to rise in global prominence. If the 
country can reduce corruption through these means, it may 
be well on its way to solving its troubles with organized crime, 
low faith in government, and economic torpor.
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Anti-corruption developments in

Romania
OVERVIEW
Romania’s corruption problem stems from its communist legacy 
and its post-communist transition period, and it is perpetuated 
by Romania’s Tammany Hall-style political system dominated 
by patronage.1 Partisan funding from the central government 
has allowed patronage networks to consolidate at local levels 
of government, and local governments have “set up public com-
panies to outsource lucrative public functions and bypass the 
checks and controls applicable to public institutions.”2 Com-
pounding the problem, the Romanian government has an out-
sized role in the economy. The country has the largest number 
of state-owned enterprises in the EU,3 and the government is a 
major employer—more than 25 percent of workers were public 
sector employees in 20164—and asset owner.5

Significant progress has been made in recent years to fight 
corruption in Romania, including implementation of a legal 
anti-corruption framework and numerous enforcement ac-
tions. It has been more than a decade after its accession to 
the European Union, and Romania’s justice system and anti-
corruption efforts continue to be subject to unprecedented 
monitoring from the European Commission under the 2006 
Cooperation and Verification Mechanism (MCV).6 

However, while progress has been made in recent years, 
there are increasing concerns about efforts to roll back some of 
that progress and to shield high-ranking public officials from 
accountability.7 Uneven implementation of the laws, the judi-
ciary’s own corruption problem, and broad immunity from 
prosecution for former cabinet members contribute to the in-
effectiveness of current anti-corruption efforts.8 The customs 
service, municipal officials, and local financial authorities are 
most frequently named as corrupt by U.S. investors, with the 
“demands for bribes by low- to mid-level officials reach[ing] 
the point of harassment” in some cases.9 

Political uncertainty further contributes to concerns about 
enforcement and stability of the legal framework. Massive 
street protests and demands for a political clean slate in 2015 
led to the resignation of Prime Minister Victor Ponta, leader of 
the Social Democratic Party (PSD).10 President Klaus Iohannis, 
independent supported by the National Liberal Party (PNL), 
appointed an interim Prime Minister who established a short-
lived technocratic cabinet. The 2016 legislative elections gave 
power back to PSD, which in 2017 and 2018 attempted to limit 
judicial independence and undermine anti-corruption efforts, 
leading to the largest public protests since 1989.11 Illiberal and 
anti-Western discourse and scapegoating of foreign corpora-
tions—particularly in the banking, insurance, and energy sec-
tors—for the sake of domestic companies are also on the rise.12 

CORRUPTION IN ROMANIA
Transparency International, a global corruption watchdog, 
ranked Romania 59th least corrupt out of 180 countries in its 
2017 Corruption Perception Index (CPI).13 The CPI aggregates 
data from sources that provide perceptions by business people 
and country experts to score and rank countries based on 
the level of corruption in the public sector.14 Romania is tied 
with Greece for the third-worst CPI score in the EU (48/100), 
ahead of only Hungary (45/100) and Bulgaria (43/100).15 This 
is the best score ever achieved by Romania, which averaged 
42.1/100 points over the last decade.16

Romania has seen significant increases in its bribery rate as 
reported in Transparency International’s 2016 Global Corrup-
tion Barometer. Twenty-nine percent of households reported 
paying a bribe in the prior year, up from 22 percent in 2013.17 
And 54 percent of citizens believe their political representa-
tives are highly corrupt.18

The business community’s perception of corruption in the 
country is equally troubling. In the latest Flash Eurobarometer 
report on the topic, 96 percent of companies in Romania say 
corruption is widespread in the country, up from 91 percent 
in 2015.19 Ninety-three percent say favoritism and corruption 
hamper business competition.20 And 70 percent think the only 
way to succeed in business is to have political connections (up 
22 percentage points since 2015).21 Romania is one of only 
three EU countries in which a majority of companies say cor-
ruption prevented them from winning a public tender.22

CURRENT ENFORCEMENT REGIME
Romania’s anti-corruption regime has been largely shaped 
by its obligations under the European Commission’s MCV.23 
The four benchmarks under the MCV are to (1) ensure a more 
transparent and efficient judicial process, (2) establish an in-
tegrity agency with enforcement powers, (3) conduct non-par-
tisan investigations into allegations of high-level corruption, 
and (4) take further measures to prevent and fight against cor-
ruption, particularly within the local government.24 The MCV 
has had the biggest impact on institutional capacity, judicial 
independence, and the statutory framework.25 

Statutory Framework
Romania adopted new criminal code and criminal procedure 
code in 2009 and 2010, respectively, and substantially amend-
ed them in 2014.26 Subsequent amendments followed the in-
validation of several provisions in the codes.27 

The criminal code prohibits both public and private cor-
ruption.28 It is a crime for a public official to demand or receive 
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a bribe.29 The penalty is three to ten years in prison and a 
prohibition against holding public office or engaging in the 
activity in the performance of which the illegal act was com-
mitted.30 Offering or paying a bribe to a public official, influ-
ence peddling, and buying of influence are punishable by two 
to seven years in prison.31 In all cases, the money or other 
things of value involved are subject to seizure.32 Additionally, 
abuse of office is punishable by two to seven years in prison 
and a prohibition against holding public office.33 The misuse 
or attempt to misuse public funds carries a penalty of one to 
five years in prison.34 For acts of abuse of office or misuse of 
funds that are found to have particularly grave consequences, 
the penalty limits increase by half.35 

Public officials include not just persons holding public of-
fice, persons employed in central and local government, and 
employees of entities wholly or majority-owned by the state,36 
but also medical professionals employed in the public health-
care system.37 There is also a category of “assimilated” public 
officials,38 which includes judicial experts39 and employees of 
private banking institutions authorized and supervised by the 
Romanian National Bank.40 The legal provisions relating to 
the crimes of bribery and influence-trafficking apply equally 
to acts committed by or in relation to foreign public servants, 
members of the legislatures and judiciary of a foreign state, 
and officials of public international organizations.41

Persons other than public officials are also liable under 
Articles 289-92, 295, 297-300, and 304.42 For private sector 
corruption, the penalty limits are reduced by a third.43 Under 
Romanian law, legal or business entities are subject to crimi-
nal liability for crimes committed in pursuit of their activity, 
or in their name or interest.44 The penalties range from fines to 
suspension or dissolution.45

In addition to the criminal code, the Law for the Preven-
tion, Discovery, and Punishment of Acts of Corruption also 
regulates the field.46 It establishes special rules of conduct 
for particular categories of individuals, including but not 
limited to public officials, individuals in leadership positions 
in public services, state-owned enterprises, other business 
entities, political parties, unions, business associations, 
foundations, and individuals who perform, control, or pro-
vide specialized assistance relating to capital movements, 
banking and credit operations, and investments in securi-
ties, insurance, or mutual funds.47 The law provides addi-
tional penalty enhancements of one third of the prescribed 
jail term limits for dignitaries, judges and prosecutors, and 
law enforcement who take bribes or peddle influence.48 The 
law defines additional corruption offenses such as intention-
ally devaluing goods owned by public authorities or eco-
nomic entities in which the state is a stockholder in the con-
text of sale of the good, privatization of the entity, judicial 
recovery or reorganization,49 illegally granting or failing to 
monitor or misusing subsidies,50 and illegally procuring or 
misusing EU funding.51

The National Anti-Corruption Strategies
Beginning in 2001, Romania adopted successive National 
Anti-Corruption Strategies (SNAs).52 SNAs are made into law 
through approval by Government Decision. Major areas of 
improvement during the implementation period for the SNA 
2012-2015 were the recovery of illegal gains from acts of cor-
ruption, the stability of the legal and institutional anti-corrup-
tion framework, and the focus on public procurement.53 The 
SNA 2016-2020 “builds on the results achieved in the previ-
ous strategy, while aiming to improve under-performing areas. 
[Its] main priorities are to develop a culture of transparency 
of decision-making, and strengthening integrity and preven-
tive mechanisms, among others.”54 The values underlying the 
SNA 2016-202055 are political will, integrity, primacy of the 
public interest, and transparency.56 The SNA 2016-2020 seeks 
to address weaknesses such as the consolidation of prevention 
mechanisms, the management of recovered funds, the preven-
tion of corruption in politics and business, and the formalistic 
approach to corruption prevention at the local level.57 While 
the SNAs are largely regarded as effective, there is some indi-
cation that local governments are often not able to apply the 
principles and objectives of the anti-corruption strategy due to 
underfunding, understaffing, and lack of management skills.58

Key Enforcement Entities 
The National Anti-Corruption Directorate (Direcția 
Națională Anticorupție or DNA) is a specialized criminal 
prosecution entity established in 2002 as part of Romania’s 
efforts to join the EU.59 It is staffed by prosecutors, police of-
ficers, and technical experts and has broad investigative and 
prosecutorial authority over medium- and high-level corrup-
tion cases.60 The DNA has established an impressive track 
record of prosecutions of high-level political figures, includ-
ing members of government and parliament.61 In 2017 alone, 
the DNA prosecuted 997 individuals, including three cabinet 
members, one senator, and the president of the Chamber of 
Deputies and five of its members.62 Its successful track record 
led to frequent political attacks against the institution that 
risk “undermining public confidence in the judicial system as 
a whole”63 and leading to a reassessment of favorable MCV 
progress reports.64

The National Integrity Agency (Agenția Națională de  
Integritate or ANI)—one of the benchmarks under the MCV—
was established in 2007 under high pressure from the EU and 
was fundamentally reformed in 2010, after a Constitutional 
Court decision invalidated the founding law of the Agency.65 
Its mandate is to investigate unjustified wealth, verify asset 
and interest statements, and oversee compliance with conflicts 
of interest and incompatibilities requirements.66 The ANI 
can investigate unjustified assets if there is a significant dif-
ference (more than €10,000) between a person’s income and 
assets.67 It has established a good track record in cases of con-
flict of interest and incompatibility, but implementation of its  
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decisions, even when confirmed by court judgments, has 
proven difficult.68 The ANI cannot prosecute the crime of  
submission of knowingly false information and has to refer 
such cases to the prosecutor’s office, which more frequently 
than not finds insufficient grounds for prosecution.69

The Anti-Corruption General Directorate (Direcția 
Generală Anticorupție or DGA) is an agency within the Minis-
try of Internal Affairs (Ministerul Afacerilor Interne or MAI) 
tasked with combating corruption inside the MAI.70 The MAI 
oversees public order, border enforcement, immigration, and 
emergency services, among others. Between 2005 and 2015,  
the DGA referred more than 18,000 cases for prosecution.71 
In 2017, it referred 2,785 cases for prosecution; of the 1,058  
individuals prosecuted, 189 were MAI employees, and 27 of 
those held leadership positions.72 The agency also conducts anti-
corruption education and integrity testing of MAI employees.73

RECENT MAJOR SCANDALS
Corruption scandals historically affected the highest levels of 
politics and business in Romania. The period of 2015 through 
2017 was particularly turbulent. A 2015 analysis revealed that 
half of county council presidents and one third of city mayors 
in the country were under investigation for corruption.74 That 
same year, Victor Ponta, leader of the Social Democratic Party 
(PSD) and Prime Minister at the time, was charged with fraud, 
tax evasion, and money laundering; he was later acquitted, 
although prosecutors may appeal the ruling.75 At the end of 
2015, Ponta’s government was toppled by massive street pro-
tests over corruption and incompetence following the deaths 
of 64 people in a fire at a nightclub that was improperly per-
mitted, leading to an appointment of an interim technocratic 
cabinet until December 2016 elections.76 Ponta was later also 
investigated in connection with allegations that he offered a 
seat in Parliament to a local businessman who bore the costs 
of Tony Blair’s visit to Romania.77

In February 2016, Romania’s Prosecutor General stepped 
down after he became the subject of a DNA investigation and 
prosecution for being an accomplice to abuse of office.78 That 
same month, Adrian Severin, former Romanian Member of 
European Parliament (MEP), was found guilty of bribery and 
influence peddling and sentenced to three years and three 
months in jail without the possibility of parole.79 Severin ac-
cepted money from individuals posing as lobbyists in exchange 
for influencing EU legislation.80

That year, the public healthcare system was rocked by one 
of its worst corruption scandals. The nightclub fire that led 
to the demise of then-Prime Minister Victor Ponta’s govern-
ment in 2015 also helped investigative journalists uncover a 
massive corruption scheme. After 33 of the 64 casualties of 
the fire succumbed in the hospital to their injuries and bacte-
rial infections, it was revealed that the state purchased heavily 
diluted disinfectant substances at inflated prices for hospitals 
across the national healthcare system.81 The company selling 

the biocides was alleged to have paid kickbacks to hospital 
managers and doctors to make sure that hospitals would buy 
their products and that the bribes would later be split with the 
political parties that supported the managers.82 

Also in 2016, the deputy of the National Bank of Romania 
resigned amid allegations that he accepted €1 million from a 
local media mogul to influence a key appointment,83 and the 
head of the Permanent Electoral Authority (AEP) was detained  
on suspicion of influence peddling and money laundering for 
taking €210,000 from an IT company eventually hired by 
AEP to provide election monitoring software.84

Parliamentary elections held in December 2016 put the  
Social Democratic Party (PSD) back in power, which formed a 
governing coalition under Prime Minister Sorin Grindeanu.85 
One month into office, the new majority-PSD Parliament start-
ed to chip away at the legal anti-corruption framework through 
a series of amendments that would have protected corrupt 
politicians from prosecution. The proposals sought to decrimi-
nalize some offenses, redefine the crime of abuse of office, and 
grant pardons to some categories of offenders.86 Massive street 
protests and President Klaus Iohannis, independent supported 
by the National Liberal Party (PNL), were successful in block-
ing the amendments.87 Renewed efforts to weaken anti-corrup-
tion laws and the independence of the judiciary were met with 
similarly swift public response in late 2017 and early 2018.88

The most recent of these efforts occurred shortly after the 
latest conviction of Liviu Dragnea, head of the ruling party 
PSD, for inciting others to abuse of office. Dragnea was con-
victed on June 21, 2018, for causing the head of a local of-
fice of the state child protection agency to keep two people 
on the payroll even though they in fact worked for Dragnea’s 
political party.89 He was also indicted for fraud in 2017 after 
OLAF, Europe’s fraud watchdog, recommended that Dragnea 
be investigated for fabricating documents to secure EU devel-
opment funds during his tenure as head of a county council in 
2008.90 He is also under investigation by Brazilian authorities 
on suspicion of money laundering.91 Dragnea had previously 
been convicted of electoral fraud for attempting to rig a refer-
endum in 2012 calling for the impeachment of then-President 
Traian Băsescu.92 

Within just two weeks of Dragnea’s conviction, on July 3, 
2018, the Senate passed several amendments to the Criminal 
Code.93 Most notably, Article  297 concerning abuse of of-
fice was modified to preclude prosecution in cases involving 
less than the RON 1,900 (the equivalent of USD $475), the 
minimum monthly wage, and to require proof that defendants 
abused power for their own benefit or that of a close relative.94 
Additionally, the maximum penalty has been lowered from 
seven to five years in jail, the complementary prohibition 
against holding future public office has been lifted, and those 
older than 60 would serve only a third of their sentences if con-
victed.95 Before the changes take effect, they would have to sur-
vive a constitutional challenge brought to the Constitutional  
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federal prison.108 The three other defendants pleaded guilty to 
conspiracy to commit bribery109; one defendant was sentenced 
to imprisonment of 24 months, and two defendants are await-
ing sentencing on January 31, 2019.110 

Stryker
In October 2013, the SEC charged Stryker Corporation, a 
medical technology company, with violating the FCPA.111 
The SEC alleged that Stryker’s subsidiaries in five countries, 
including Romania, made illegal payments of approximately 
USD $2.2  million to doctors, healthcareprofessionals, and 
other government officials in order to win or keep contracts.112  
The payments were allegedly camouflaged in the company’s re-
cords as charitable donations, consulting and service contracts, 
travel expenses, and commissions.113 Stryker settled the claims 
and agreed to pay more than USD $13.2 million.114 Without 
admitting or denying the allegations, Stryker agreed to cease 
and desist from any future violations of applicable laws. 

Ericsson
Ericsson, a Swedish communications technology provider, has 
been under FCPA investigation since 2013 when reports sur-
faced in the Swedish media that in 2004 Ericsson operated a 
secret payment scheme whereby it bribed Romanian officials 
to win major contracts for Romania’s national emergency 
phone system.115 The allegations against Ericsson were made 
by its former general manager in Romania, Thomas Lundin, 
who claimed that the USD $7 million he was accused of steal-
ing from the company (and funneling to Romanian officials) 
was actually related to a scheme set up by Ericsson itself to 
bribe Romanian officials to secure the contracts.116 Lundin 
claimed that Ericsson funneled the money through shell com-
panies that delivered the bribes to government officials.117  
Ericsson denied the allegations, stating that the companies 
were used only to pay agents who were tasked with securing 
new contracts for the company.118 As of March 2018, Ericsson 
continues to cooperate with the investigation.119

Microsoft
In March 2013, The Wall Street Journal reported that the U.S. 
Department of Justice (DOJ) and the SEC had opened an inves-
tigation into allegations that Microsoft business partners paid 
bribes to secure telecommunication software contracts in vari-
ous countries, including Romania.120 Romania anti-corruption 
officials have also investigated the accusations.121 In 2014, DNA 
sought to prosecute nine former cabinet members and several 
business people for acts of corruption and abuse of office relat-
ed to contracts signed since 2004, including the former head of 
Microsoft Romania.122 Gabriel Sandu, Minister of Communi-
cations and Information Society between 2008 and 2010, was 
among those ultimately convicted, along with a former mayor 
and two businesspeople.123 Valerian Vreme, Minister of Com-
munications and Information Society between 2010 and 2012, 

Court by the High Court of Cassation and Justice.96 President 
Iohannis would also need to sign the amendments into law, 
and he has indicated his unwillingness to do so, calling the 
Parliament’s actions “the dictatorship of the majority and [] 
profoundly damaging to democracy.”97 

The governing party, PSD, scored another win in July 
2018 with the ouster of long-time anti-corruption chief Laura 
Codruţa Kovesi.98 The Justice Minister had been pushing for 
her removal since February, citing violations of the constitu-
tion by the DNA and Kovesi’s efforts to damage Romania’s 
image abroad.99 In the face of resistance from President Iohan-
nis, in May 2018 the Constitutional Court ruled that he did 
not have the authority to overrule the justice minister and he 
was required to dismiss Kovesi.100

RECENT UNITED STATES ENFORCEMENT EFFORTS
In the last decade, the United States has brought enforcement 
actions against several companies doing business in Romania, 
including two actions in the last year alone. 

Elbit Imaging
The first Foreign Corrupt Practices Act (FCPA) enforcement 
action of 2018 was against Israeli real estate company Elbit 
Imaging. The Securities Exchange Commission (SEC) alleged 
that Elbit violated the books and records and internal account-
ing controls provisions of the FCPA in connection with mak-
ing payments to third parties that may have used some or all of 
the funds to make illegal payments to Romanian government 
officials.101 Elbit allegedly paid USD $14 million over five years 
to consultants hired to obtain government approval to partici-
pate in a real estate development project. However, Elbit did 
not obtain proof that the services were actually rendered, did 
not ensure that the funds would only be used as authorized 
and not embezzled or used to make corrupt payments, and 
failed to properly record those payments in their books and 
records.102 Elbit settled the claims by agreeing to a cease-and-
desist order and a USD $500,000 civil penalty, without admit-
ting or denying guilt.103

Polaris
In December 2015, federal prosecutors in California charged 
four Romanian nationals with bribery and conspiracy to bribe 
a United States Air Force (USAF) major to win a military con-
tract.104 Polaris, the company co-owned by one of the defen-
dants, Dumitru Martin, paid USD $100,000 of what was to be 
a USD $1 million bribe to secure a contract to supply shipping 
and storage containers to U.S. forces at Mihail Kogălniceanu 
Air Base in Romania.105 Unbeknownst to Martin and his co-
defendants, the USAF officer was working with federal law 
enforcement.106 The company was simultaneously being inves-
tigated for corruption by the Romanian authorities.107 In April 
2017, Martin was convicted for conspiracy to commit bribery 
and bribery of a public official and sentenced to 13 years in 
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serving jail time and the others sentenced to periods of proba-
tion, home detention, or time served.131 The settlement related 
to conduct occurring between 2003 and 2006 where a num-
ber of CCI executives arranged corrupt payments to Roma-
nian officials at Rovinari Power, a state-run utility, to obtain 
contracts.132 CCI’s bribery scheme also included payments in 
China, Korea, and Saudi Arabia.133 In total, between 2003 and 
2007, CCI provided nearly USD $5 million worth of bribes 
to officials at state-run facilities, as well as extensive bribes 
to employees at private companies, holiday travel disguised as 
training trips, and payments of college tuition for the children 
of executives at the foreign companies.134 

CONCLUSION
Although Romanian anti-corruption entities have made prog-
ress in the country’s criminal enforcement efforts, corruption 
remains a major challenge in Romania. Political will to contin-
ue the fight against corruption is lacking. The attacks against 
judicial independence and attempts to weaken the legal frame-
work are expected to continue in 2019.135 Presidential elec-
tions scheduled for 2019, and the proposed legislative changes 
to weaken anti-corruption laws produce a climate of uncer-
tainty for businesses foreign and domestic. That said, foreign 
regulators continue to investigate and prosecute individuals 
and companies for Romania-based corruption.

was charged with abuse of office, but ultimately acquitted.124 
The charges against the seven other former cabinet members 
were dismissed in February 2018, in most cases because the 
statute of limitations had passed, but the cases against two of 
the businesspeople involved will move forward.125 

Johnson & Johnson (J&J)
In April 2011, J&J, an American medical device and pharma-
ceutical company, paid USD $70 million to resolve bribery al-
legations in Romania, Poland, and Greece.126 The allegations 
described a scheme by J&J to reward doctors in Romania and 
other countries who prescribed J&J products with cash pay-
ments and inappropriate travel.127 J&J employees, subsidiar-
ies, and agents allegedly hid the bribes by using slush funds, 
sham contracts, and off-shore companies.128 

J&J was also ordered by the U.K.’s Serious Fraud Office to 
pay £5 million in civil recovery in relation to the same bribery 
charges it settled in the United States.129

Control Components, INC (CCI)
In July 2009, after an SEC investigation, CCI, a manufactur-
er and servicer of specialized valves for the energy industry, 
pleaded guilty to charges that it had violated the FCPA and 
agreed to pay a fine of USD $18.2 million.130 Additionally, a 
number of CCI executives pleaded guilty, with two executives 
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Anti-corruption developments in

Turkey
OVERVIEW
On July 15, 2016, members of the Turkish armed forces 
launched a coup d’état to unseat President Erdogan. The coup 
was led by the Air Force and the Gendarmie, a military-style 
police force,1 who claimed they were seizing the country to 
protect its secular democratic values and reduce corruption 
in the government.2 The coup was quickly defeated due to 
lack of popular support in the military and in the general 
public.3 On July 20, 2016, President Erdogan declared a state 
of emergency4 that was still in place in the summer of 2018,5 
subverting the traditional legislative process and granting  
executive powers to rule through decrees that are not subject 
to judicial review.6 The government claims the coup was led 
by the Gulen movement, an opposition group led by the cleric  
Fetullah Gulen, in exile in Pennsylvania.7 Since the intro-
duction of the state of emergency, over 150,000 people have 
been taken into custody, 78,000 have been arrested, and over 
110,000 civil servants have been dismissed.8 Many of those 
arrested or dismissed are members of the opposition party,9 
and the purge also included removal of 30 percent of Turkish 
judges and prosecutors.10

In April 2017, Turkey held a referendum amending the 
constitution to create a presidential system, replacing a par-
liamentary system.11 In 2018, the European Commission de-
scribed the constitutional amendments as “a dangerous step 
backwards in Turkey’s constitutional democratic tradition.”12 
The European Commission further noted that the new system 
lacked appropriate checks and balances, skewed the political 
playing field against opposition parties, and created a one-sid-
ed media environment under threat of penalties to broadcast 
companies.13 The same report scathingly noted that Turkey 
had failed to meet the institutional and legislative frameworks 
for international anti-corruption treaties, and that the existing 
framework left room for potential political influence on judges, 
prosecutors, law enforcement officers, and inspection units.14

On April 18, 2018, President Erdogan called for an early 
election to take place in June 2018, a year and a half earlier than 
originally scheduled.15 Observers widely understood the early 
election as a move to consolidate Erdogan’s power, as he was 
personally the most popular politician in the country, and in-
ternational trends seemed to favor autocratic leaders.16 Despite 
concerns that the state of emergency would limit opposition 
parties’ ability to campaign, the election was well contested.17

The election was held on June 24, 2018. Although oppo-
sition parties made a late push to truly contest the election, 
Erdogan won 53 percent of the presidential vote, enough to 
prevent a runoff election.18 His conservative party secured a 

majority in parliament, ensuring a pliant legislature.19 Oppo-
sition parties were able to secure some small victories. Most 
notably, the liberal democratic H.D.P. party, which empha-
sizes minority rights and is led by an imprisoned Kurd, sur-
passed the 10 percent threshold needed to enter Parliament.20 
Five parties passed the electoral threshold to win seats in Par-
liament, creating the most diverse legislature in 35 years.21 
However, in the wake of the 2017 constitutional amendments 
empowering the executive, President Erdogan is now well-sit-
uated to rule Turkey for many years, and can constitutionally 
rule as president through 2032.22 With those new powers in 
mind, critics called the June election “the last chance to pre-
vent Turkey from becoming an authoritarian state,” and fear 
further authoritarian persecution against legitimate political 
and civil society opposition.23

Turkey began accession proceedings to join the European 
Union in October 2005,24 but the accession was suspended 
in April 2017. Following political purges in 2013 and 2014, 
the European Commission, the body responsible for accession 
talks, submitted a highly critical report warning of “serious 
doubts” about judicial independence.25 Talks revived in 2016, 
but following the 2016 coup attempt, subsequent purges, and 
the referendum in 2017, the European Parliament formally 
suspended Turkey’s EU membership bid in April 2017.26 Eu-
ropean ministers have privately raised the possibility of free 
trade, immigration, and counter-terrorism agreements with 
Turkey that do not include EU membership.27

In addition to a deteriorating democratic and legal envi-
ronment, the government’s inability to reach a long-lasting 
settlement with the country’s Kurdish population, and the 
spillover effects of Syria’s civil war have added to Turkey’s 
list of present challenges. Turkey currently hosts the largest  
number of refugees worldwide for the third consecutive year, 
including about 3.5 million Syrians and 365,000 people of 
other nationalities.28 

Turkey’s economy has suffered as a result of both inter-
nal political problems and external pressures from the ongo-
ing civil war in Syria. The European Commission noted that, 
while the Turkish economy was a “well advanced” market 
economy, increased state control over the economic sphere 
had harmed the business environment.29 As of 2018, there had 
been “backsliding in [Turkey’s] commitment to market-orient-
ed approaches,” and while growth had increased in the years 
following the coup, in 2018, Turkey was facing a double-digit 
inflation rate, and the European Commission noted a high 
unemployment rate and a widening national deficit.30 Direct 
foreign investment has “plunged as investors have been scared 
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off by the president’s increasingly belligerent and anti-Western 
tone.”31 Positively, the European Commission found that it had 
become easier to start a business, that there was strong perfor-
mance in the financial sector,32 and that after facing economic 
contraction in 2016, GDP grew by 11.1 percent in 2017.33

Turkey sits on a geostrategic location and has a growing 
economy that makes it appealing for investors. However, de-
terioration of democratic ideals, increasing state interference 
in the economy, widespread politically motivated detention, 
and a steadily worsening anti-corruption environment make 
Turkey a potentially risky prospect for foreign investment.

CORRUPTION IN TURKEY
Measures Of Overall Corruption And Business 
Friendliness In Turkey
Corruption scandals earlier in the decade, combined with 
political fallout from the 2016 coup attempt, have caused a 
material decline in Turkey’s corruption assessments. For 2017, 
Turkey was ranked 81st least corrupt out of 180 nations in 
Transparency International’s Corruption Perceptions Index 
(CPI).34 It received a 2017 CPI score of 40 on a scale from 
zero (completely corrupt) to 100 (clean).35 This CPI score 
was lower than all EU countries,36 putting Turkey on par 
with three other countries, Ghana, India, and Morocco, who  
received the same CPI score.37 The average score in this year’s 
CPI was a 43.38 Turkey’s CPI score has been steadily declining 
since 2013: In 2013, Turkey received a score of 50, but in sub-
sequent years the score declined to 45, 42, 41, and now 40.39

Despite Turkey’s continued decline in rankings, its overall 
position gives it an average corruption profile. Turkey ranks 
13th of the 19 countries in the G-20 by CPI score.40 The World 
Bank’s Worldwide Governance Indicator ranked Turkey in the 
50.48th percentile for control of corruption in 2016, after pre-
viously ranking as high as 62.56th percentile in 2012.41

In Transparency International’s Global Corruption Ba-
rometer Report, which tracks worldwide public opinion on 
corruption, 18 percent of Turkish respondents reported paying 
a bribe to facilitate access to basic services last year.42 This rate 
was the tenth highest in Europe (close to non-EU members 
Montenegro and Belarus at 16 and 20 percent, respectively), 
but would be the fourth highest among EU countries (close to 
EU member Bulgaria at 17 percent, and not as high as EU mem-
bers Hungry, Lithuania, and Romania at 22, 24, and 29 per-
cent, respectively).43 However, 40 percent of Turkish citizens  
say “most” or “all” members of Parliament are corrupt,44 and 
42 percent rate the government as “fairly bad” or “very bad” 
at fighting corruption.45

Measures of Corruption by Sector in Turkey
In the aftermath of the 2016 coup attempt, the public sector 
has been severely curtailed. About 120,000 public officials 
and legal professionals lost their jobs, making it nearly impos-
sible for the public sector to perform effectively.46

Public procurement corruption is particularly problematic. 
While Turkish legislation generally requires competitive bid-
ding, the sector is rife with bribery and corruption. According 
to Transparency International, more than 40 percent of public 
procurements are not subject to the public procurement law 
and 28 percent of those that are subject are not open tenders.47 
Critics claim the government routinely awards large contracts 
to firms that are linked to the ruling AKP party.48 Critics fur-
ther note that procurement safeguards at the local level have 
largely broken down due to recent legislation allowing munici-
palities to operate “less transparently.”49

The Turkish judiciary has long been a target for criticism, 
as in 2014, when the European Commission noted that forty-
three percent of respondents to a survey believed the judiciary 
to be corrupt.50 Companies report that bribes and irregular 
payments in return for favorable judicial decisions are per-
ceived as fairly common.51 The European Commission report-
ed, in April 2018, that in the post-coup state of emergency, 
there are insufficient checks and balances between the execu-
tive and the judiciary, and there has been serious backsliding 
with regards to judicial independence in the past year.52 More 
than 3,000 members of the judiciary were dismissed follow-
ing the coup attempt in 2016, exacerbating concerns about 
political interference.53 Turkey reports these dismissals were 
intended to preserve independence and impartiality, but the 
most recent OECD report on Turkey, “considers these suspen-
sions and reassignments . . . may be attempts to exercise po-
litical influence over investigative and prosecutorial decisions, 
including possibly in foreign bribery cases.”54 

Corruption is similarly problematic in the private sector. 
In 2016, the Ethics and Reputation Association of Turkey 
(TEID) surveyed managers and employees from 356 of the 
country’s top 500 companies.55 Respondents named customs, 
logistics, construction, media and communications, pharma-
ceuticals, and banking as sectors with corruption problems.56 
Survey participants described “offering money or presents 
to ask a favor or speed up the business process” as the most  
common corrupt behavior, followed by “using corporate 
means and opportunities for the sake of personal interests.”57 
43.3 percent of respondents said that private sector corruption 
is either “very common” or “common,” but 90 percent of re-
spondents said they know of unethical behaviors at their own 
company.58 Nearly half of respondents said their companies 
do not have anti-corruption programs in place.59

CURRENT ENFORCEMENT REGIME
Turkish legislation prohibits bribery and corruption, but the 
anti-bribery and anti-corruption laws are unevenly enforced.60 
Turkey ratified the Organization for Economic Cooperation 
and Development (OECD) Anti-Bribery Convention, which 
proscribes the bribery of foreign and domestic officials, and 
subsequently passed implementing legislation in 2003.61 Turkey  
also ratified the U.N. Convention against Transnational  
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Organized Crime in 2003,62 the U.N. Convention against Cor-
ruption in 2006,63 and the Council of Europe Civil and Crimi-
nal Law Conventions on Corruption in 2003 and 2004, respec-
tively, for civil and criminal actions.64 Additionally, Turkey is 
a member of the Council of Europe Group States against Cor-
ruption (GRECO), but, as of summer 2018, Turkey had not 
responded to GRECO’s most recent 2016 recommendations.65

Domestically, Turkey’s Criminal Code is generally in line 
with the U.S. Foreign Corrupt Practices Act (FCPA). It pro-
vides for legal sanctions should any person promise or give 
any advantage to foreign government officials in exchange for 
assistance in providing an improper international business 
advantage.66 However, Turkish anti-corruption laws differ in 
four material ways from the FCPA. First, there is no exception 
under Turkish law for facilitation payments.67 Second, Turkey 
does not have far-reaching whistleblower protection laws, and 
those existing whistleblower protection laws are weak and 
insufficient.68 Third, there must be an agreement between the 
parties, or a breach of a duty by a public official, in order to 
make a finding of abuse of office, bribery, attempted corrup-
tion, extortion, or money laundering .69 Fourth, the FCPA does 
not provide for punishment by imprisonment; Turkish law pro-
vides for punishment by imprisonment from four to 12 years.70

Overall, Turkey has made little progress in curtailing cor-
ruption. The European Commission noted in a 2018 report 
that, while there is legislative framework preparation in the 
fight against corruption, “no progress has been achieved.”71 
There is no permanent, functionally independent anti-corrup-
tion body, as the Prime Ministry Inspection Board responsible 
for anti-corruption measures is not independent and has no 
autonomous investigative powers.72 Turkey’s track record of 
corruption investigation, prosecution, and conviction is poor, 
and the number of corruption-related convictions dropped by 
30 percent between 2016 and 2017.73

RECENT MAJOR ENFORCEMENT ACTIONS
The anti-corruption environment in Turkey, always a weak 
point, seems to have become primarily a mechanism for the 
executive to persecute political opponents, rather than an ef-
fective check on high-level corruption. In 2017, no senior gov-
ernment officials faced investigation for alleged corruption.74 
In contrast, the state has prosecuted law enforcement officers, 
judges, and prosecutors who initiated corruption-related in-
vestigations against government officials, alleging these cases 
were a strategy by the Gulen movement to unseat the current 
government.75 Journalists who publicized corruption similarly 
faced criminal charges.76

In 2017, there were a number of small corruption investi-
gations relating to individual public officials, although there 
were none regarding high-level officials or public companies. 
Perhaps the most notable case involved bribery allegations 
against judicial officials. A hidden camera investigation led to 
charges against 34 individuals at the Istanbul Court House 

Execution Offices.77 The suspects are alleged to have accepted 
money in the amount of 100 to 10,000 lira (USD $21 to USD 
$2,168) hidden in envelopes within case files.78 Investigators 
estimate the office saw annual bribes worth around one mil-
lion lira (USD $216,802).79 

In another notable case, 22 customs officers were arrested 
in September 2017 in an anti-corruption investigation across 
Turkey.80 The suspects were charged with forging documents, 
bribing, and obtaining undue benefits from commercial  
vehicles with exports and imports.81 

A final example is a case involving 15 public officials who 
were arrested and charged with bribery. The suspected offi-
cials allegedly accepted bribes in amounts between 200 and 
10,000 lira (USD $43 and USD $2,168) to finish requests at 
the Title Deed Directorate.82 

Prior to the coup attempt, the Turkish government faced a 
major investigation into alleged bribery and corruption among 
high-ranking officials and businesspeople in 2013. In Decem-
ber 2013, the government launched a large-scale investigation 
into corruption and bribery, resulting in the arrest of 91 peo-
ple, including three ministers’ sons, a governing party mayor, 
a leading contractor, and a bank director.83 The scandal nearly 
entangled Erdogan and his son when the media revealed voice 
recordings that purportedly featured Erdogan ordering his son 
Bilal to dispose of large sums of money.84 Erdogan dismissed 
the voice recordings as fabricated, and no official investiga-
tion into the veracity of the recordings was ever launched.85 
The Turkish prosecutor ultimately dropped charges against 53 
defendants in October 2014, citing a lack of evidence.86 Some, 
however, believe that the charges were dismissed because of 
a massive purge of the police, executive, and judiciary, rais-
ing significant questions as to the rule of law in Turkey.87 The 
investigations led to the resignation of four government minis-
ters in December 2013, but have since petered out.88

RECENT UNITED STATES ENFORCEMENT EFFORTS
Both the U.S. Department of Justice (DOJ) and the Securities 
and Exchange Commission (SEC) have pursued U.S. companies 
for their dealings in Turkey. Most recently, US prosecutors tried 
Mehmet Atilla, the deputy general manager for international 
banking at Halkbank, a Turkish state bank.89 Atilla was con-
victed on January 3, 2018 in a high-level corruption case for 
opening a multi-billion dollar channel of illegal funding for the 
government of Iran to avoid the burden of international and 
US sanctions.90 At trial, the star witness was Reza Zarrab, a 
Turkish-Iranian gold trader who pleaded guilty as a co-conspir-
ator to the plot and agreed to testify against Atilla.91 Mr. Zar-
rab testified that the conspiracy allegations were true, and that 
the conspiracy was personally approved by President Erdogan 
in 2012. Mr. Zarrab also testified to paying bribes to Turkey’s 
economy minister, and the general manager of Halkbank.92 
Atilla was ultimately sentenced on May 16, 2018 to 32 months 
in a U.S. prison.93 Atilla is currently appealing his conviction.94
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the DOJ.103 The SEC alleged that, in 2006, a Tyco subsidiary 
retained a New York City-based sales agent who made im-
proper payments pertaining to the sale of microwave equip-
ment to an entity controlled by the Turkish government.104 The 
SEC obtained an internal email from Tyco’s subsidiary that 
stated, “Hell, everyone knows you have to bribe somebody to 
do business in Turkey. Nevertheless, I’ll play it dumb if [the 
sales agent] should call.”105 The purported measured benefit to 
Tyco was USD $44,513.106

CONCLUSION
Despite the priority placed on reducing corruption early in the 
decade, Turkey has stagnated or slid backwards in its anti- 
corruption efforts. The government’s harsh response to the 
2016 coup, the ongoing state of emergency, and the April 2017 
referendum granting greater powers to the executive have all 
combined to reduce public sector effectiveness and judicial 
independence. Turkey now hovers around average in terms of 
global corruption rankings, and has declined for four straight 
years. Turkey’s position as a large and growing economy should 
be enticing to foreign investors. However, the government’s  
unwillingness to end the state of emergency, and continued  
detention of thousands of political opponents, seems to indi-
cate Turkey will continue its slide towards further corruption.

The SEC investigated Teradata Corporation after the com-
pany voluntarily disclosed an internal investigation into “ques-
tionable expenditures for travel, gifts, and other expenses,” at 
a subsidiary doing business in Turkey.95 The company coop-
erated fully with the investigation, and, in January 2018, the 
SEC advised Teradata its investigation was closed.96 On Feb. 
20, 2018, the company received a declination from the DOJ.97

On July 28, 2014, the SEC announced that it had charged 
Smith & Wesson Holding Corporation with violating the 
FCPA for allegedly making improper payments under interna-
tional sales contracts.98 The SEC alleged that Smith & Wesson  
employees authorized improper payments to third-party 
agents that had revealed that portions of the payments would 
be redirected to foreign officials in Turkey.99 Ultimately, the at-
tempts to secure sales contracts in Turkey were unsuccessful.100  
The SEC settled its claims against Smith & Wesson through 
an administrative proceeding, where the company agreed to 
pay USD $2,034,892 in disgorgement, prejudgment interest, 
and civil penalties.101

In 2012, the SEC charged Tyco International with violating 
the FCPA when its subsidiaries arranged improper payments 
to foreign officials in more than a dozen countries, including 
Turkey.102 Tyco agreed to pay over USD $26 million to settle 
the SEC charges and resolve the criminal matter launched by 
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Anti-corruption developments in

Ukraine
OVERVIEW
Corruption, defined broadly to include bribery and other types of 
public and private malfeasance such as embezzlement and elec-
tion fraud, has historically pervaded all levels of the Ukrainian 
government and business world. Recent and ongoing conflict has 
left the country politically and economically fragile. However,  
the recent political upheavals and the intervention of interna-
tional funding sources have prompted significant reform efforts. 

Ukraine ousted its Russian-aligned president in 2014, spark-
ing the Russian annexation of the Crimea region, and Russia 
has been accused of funding and supplying separatist forces 
fueling ongoing clashes in the eastern part of the country. The 
election of a pro-Western regime in 2014 has been followed 
by modest economic growth and renewed promises to combat 
corruption in exchange for economic support from Europe. In 
March 2015, the IMF approved a huge high-risk bailout, with 
USD $12.5 billion contingent on Ukraine undertaking reforms 
to combat corruption. New efforts have faced challenges, how-
ever, from entrenched interests in the judiciary and bureaucracy.  
Progress has been slow, but, if successful, Ukraine’s reform ini-
tiatives could go a long way toward stabilizing the country’s 
economy and creating attractive investment opportunities.

Recent Conflict and Political Upheaval
Efforts to mitigate corruption in Ukraine, one of the most  
corrupt nations in Europe, have taken place against the back-
drop of revolution and war.1 Following a tumultuous change in 
political power, pro-Russian separatists engaged the Ukrainian 
government in what has become the most dangerous armed con-
flict to grip Europe since the wars in the former Yugoslavia in the 
1990s.2 Deadly battles rage on in the eastern portions of Ukraine 
that border Russia,3 and the United States has recently gotten 
more involved by sending arms to the Ukrainian government.4 
The Ukrainian army and pro-Russian separatists have twice es-
tablished ceasefire agreements, most recently in February 2015, 
but neither agreement has proved successful.5 In June 2018, the 
foreign ministers of Ukraine, Russia, Germany, and France met 
in Berlin to discuss the deployment of a United Nations peace-
keeping mission to Ukraine’s eastern border, but could not agree 
on terms.6 In the meantime, fighters from Ukraine and Russia 
alike violate the terms of the ceasefire on a “nearly daily basis.”7

Ousted president Viktor Yanukovych played a decisive 
role in sparking the current conflict in Eastern Ukraine. On 
November 21, 2013, he decided to abandon an agreement on 
closer trade ties with the European Union, opting instead to 
seek closer cooperation with Russia.8 This decision initially 
inspired only small protests, but hostility quickly intensified.9  

In early December 2013, an estimated 800,000 protestors 
occupied the Kiev city hall in dramatic fashion, starting a 
revolution known as the Euromaidan,10 or the “Revolution 
of Dignity.”11 Clashes turned violent by early 2014, and after 
Kiev’s worst day of violence in nearly 70 years, Yanukovych 
fled Ukraine and was later removed from his post.12 

The removal of Yanukovych and the subsequent installa-
tion of a pro-Western administration spurred a response from 
the pro-Russian, counterrevolutionary separatist faction.13 
In the month after Yanukovych disappeared from Kiev, the 
separatists seized control of the Crimean Peninsula, seemingly 
with the blessing of Russia’s President Vladimir Putin.14 In 
March 2014, Russia signed a treaty of accession with the self-
declared independent Republic of Crimea to provide Russia 
de facto administration over the territory.15 Nevertheless, the 
international community as a whole still recognizes Crimea as 
a Ukrainian oblast (an administrative division) and has con-
demned Russia’s military aggression in the vulnerable region.16

In May 2014, Ukraine elected pro-Western Petro Porosh-
enko to succeed Yanukovych as president.17 Since that time, 
separatist forces in the Donbas, a region comprised of the 
Donetsk and Luhansk oblasts in eastern Ukraine bordering 
Russia,18 have continuously waged battles against government 
troops, with more than 10,000 casualties as of June 2018.19 
Throughout most of the conflict, Western allies such as the 
United States, Germany, and France declined to provide lethal 
aid out of concern that it would escalate violence and perhaps 
provoke President Putin to take further aggressive action.20 
But, in early 2018, President Donald Trump’s administration 
announced its plans to sell Ukraine anti-tank missiles and 
command launch units worth a combined USD $47 billion.21 
Russian deputy foreign minister Sergei Ryabkov denounced 
the decision, saying the United States had “crossed the line” 
and was “an accomplice in fomenting a war.”22 

Economic Instability and Corruption
The ongoing conflict has gravely challenged Ukraine’s economic 
stability.23 Ukraine’s GDP fell by 15 percent between 2013 and 
2015,24 inflation spiked at 60 percent, and the country’s currency 
lost about 70 percent of its value against the dollar.25 However,  
the country has recently shown signs of economic recovery as 
evidenced by its 2.3 percent and 2.5 percent growth in GDP in 
2016 and 2017, respectively.26 The nationalization of Ukraine’s 
largest lending institution has contributed to financial stability, 
and increasing (still heavily subsidized) gas prices has improved 
the financial performance of the state monopoly.27 The World 
Bank projects further economic growth of 3.5 percent in 2018 
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and 4 percent in 2019, provided that pending reform measures 
in the areas of anti-corruption, land markets, state-owned 
banks, and privatization are advanced in order to “safeguard 
macroeconomic stability” and “bolster investor confidence.”28 

Despite its modest economic recovery, Ukraine suffers from 
a lack of public confidence in the government. Within Ukraine, 
President Poroshenko has faced heavy criticism for his inability to 
alleviate the country’s post-Soviet legacy of mismanagement and 
malfeasance.29 Moreover, the long-standing external perception  
of the Ukrainian government as weak and unreliable has frus-
trated the same Western allies that helped broker recent cease-
fire agreements.30 Some analysts have surmised that Russia 
might allow Ukraine’s internal weaknesses to take a toll in 
hopes of exploiting those weaknesses in the future.31 Accord-
ingly, in order to become a stronger and more unified state, the 
government has a vital interest in combatting corruption. 

Anti-Corruption Efforts and Investment Potential
Although the war has left Ukraine’s economy fragile, invest-
ment opportunities have emerged for those with a “higher risk 
appetite” as the country climbs out of recession.32 Likely aware 
that observers have pinned low investment as a primary reason 
underlying the slow growth rate of the economy,33 the current 
Ukrainian Prime Minister has been quick to point out that 
the country is actively taking steps to become more attractive  
for foreign investors.34 The recapitalization of struggling 
banks, low-cost labor, and reforms of the gas market and 
procurement process—among other changes—have opened 
the door to business opportunities in a wide array of sectors 
including banking, energy, agriculture, and the automotive 
supply chain.35 Risk-tolerant investors have made several re-
cent high-profile forays into the Ukrainian market, including  
EuroCape New Energy’s announcement of plans to build a 
USD $1 billion wind power array near Crimea and the Ukrai-
nian eastern front.36 However, many would-be investors still 
feel that the political instability and corruption in Ukraine 
represent the most significant downside of investing.37 

Ukraine’s economic instability has provided a strong incen-
tive for the country to take steps to mitigate corruption risks in or-
der to attract both investors and international aid. The country’s 
two primary international donors, the European Union and the 
International Monetary Fund (IMF), have both used their finan-
cial leverage to entice Ukraine to undertake reform measures.38 
For instance, in March 2015, the IMF approved a huge high-risk 
bailout, giving Ukraine immediate access to USD $5 billion out 
of USD $17.5 billion in emergency credit, with the remainder  
contingent on undertaking reforms to combat corruption.39  
More specifically, the government indicated that it would (1)  
implement recently-adopted anti-corruption legislation; (2) es-
tablish and strengthen an agency tasked with enforcing anti-
corruption laws; (3) enhance anti-money laundering regulations; 
(4) strengthen asset disclosure requirements for high-level offi-
cials; and (5) reform the Prosecutor General’s Office (PGO).40  

While the IMF has acknowledged Ukraine’s progress in grap-
pling with its corruption problem, the organization has indi-
cated that the country has not yet achieved the level of reform 
that would allow Ukraine to unlock the additional funds.41  
Additionally, in June 2018, the European Parliament approved 
the disbursal of EUR 1 billion of additional aid to help support 
economic stabilization and structural reform programs.42 The 
assistance was expressly conditioned on progress in the preven-
tion of corruption and on the progress of the IMF program.43

Since 2014, Ukraine has undertaken more reform efforts 
aimed at ending corruption than during the preceding 25 
years combined.44 But there is still much work to be done.  
The process has been slow and riddled with challenges,45 and 
some observers speculate that progress in the near term is  
likely to be disrupted as politicians turn their attention toward 
campaigning for the 2019 presidential and parliamentary elec-
tions.46 Nevertheless, as recently as June 2018, President Po-
roshenko has committed to “defeat” corruption in Ukraine, 
claiming that the establishment of the country’s new special 
anti-corruption court “showed that our journey toward a gen-
uine democracy is now irreversible.”47 If Ukraine continues its 
efforts to follow through on these promises, it could become 
much more attractive to foreign investors in coming years.

CORRUPTION IN UKRAINE
Background
In 2017, Transparency International, a nongovernmental  
organization that monitors corruption in countries across 
the globe, ranked Ukraine 130th out of 180 countries world-
wide in its annual corruption index, a five-way tie with  
Gambia, Iran, Myanmar, and Sierra Leone.48 This score was 
the worst of any European nation other than Russia.49 The 
fact that Ukraine has consistently placed near the bottom of 
these rankings indicates the problem that government corrup-
tion is deep-seated and enduring.50 A 2007 survey reported 
that 67 percent of Ukrainians who dealt with government 
officials over a 12-month period said they were directly in-
volved in corrupt transactions of some sort.51 Large numbers 
of Ukrainian citizens give bribes because it is customary and 
expected; often, they are given to ensure that public services 
are delivered either at all or in a timely fashion.52

From time to time, Ukrainian citizens have vociferously 
denounced corruption. Most notably, in the wake of Yanu-
kovych’s victory over Viktor Yuschenko in the 2004 presiden-
tial election, reports of widespread vote-rigging led to mass 
street protests and civil disobedience.53 The Supreme Court 
ultimately annulled the original results and ordered a revote, 
which resulted in a victory for Yuschenko.54 This series of 
events has come to be known as the Orange Revolution.55  
The revolution was instrumental in improving and develop-
ing a freer press, and the widespread nature of corruption has 
received plenty of media attention within Ukraine.56

After Yanukovich was exiled in 2014, there was a glimmer 
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of hope as President Poroshenko promised to root out endemic 
corruption.57 To that end, the government has reformed exist-
ing institutions such as the Supreme Court and the military, 
and established important new ones, including a national  
police patrol force and anti-corruption agencies.58 Despite 
President Poroshenko’s efforts in establishing a new anti-cor-
ruption regime, many Ukrainians have become disenchanted 
by the lack of real progress they perceive.59 While many of the 
reform measures are promising in theory, their implementa-
tion has been lacking – particularly in areas where the interests 
of Ukrainian elites are at stake, such as in judiciary reform60 or 
the nationalization of Ukraine’s largest bank.61 However, the 
disappointing rate of progress is not entirely surprising; the 
post-Euromaidan period in Ukraine has drawn public atten-
tion to issues that had not been addressed for decades. Some 
observers have opined that frustratingly slow reform should 
be expected after such rapid political transition.62

Problem Areas and Recent Developments
Corruption is a systemic problem that has plagued all levels of 
public administration and the private sector in Ukraine, and 
includes both petty and grand scale infractions.63 It is seen in 
all branches of government, law enforcement, political parties,  
the military, public benefits programs, private business, and 
the health care system.64 Historically, the most problematic 
economic sectors have been energy, land and real estate, and 
transportation.65

The culture of corruption that pervades Ukrainian life has 
been endemic in the highest governmental offices of Ukraine 
for many years. Former president Leonid Kuchma was impli-
cated in the slaying of one of his critics and in vote-rigging.66 
Former Prime Minister Yulia Tymoshenko, a fierce politi-
cal rival of Yanukovych, was convicted of abuse of power,67  
although the European Court of Human Rights has since 
held that her imprisonment was politically motivated (which 
itself suggests corruption in the justice system).68 While Yanu-
kovych was in power, USD $37 billion “vanished” from the 
coffers of the Ukrainian government, allegedly embezzled by 
the former president and some of his closest aides.69 Not only 
did Yanukovych allow and encourage corruption among his 
cabinet members, prosecutors, and the judiciary, he boasted 
about his corruption with other heads of state.70 

The executive branch’s bureaucracy as a whole has his-
torically had several problem areas, including government 
procurement, privatization, and licensing.71 For years, value-
added tax (“VAT”) refunds to businesses have been marred 
by extremely uneven patterns of reimbursements—allegedly 
due to special arrangements between businesses and state  
officials.72 In 2017, Ukraine launched a new IMF-backed elec-
tronic register for the VAT refund system that will refund ex-
porters automatically in an attempt to grapple with the issue.73 

Despite all of the problems within the executive branch, 
many Ukrainians believe that the judiciary is the institution 

most affected by corruption.74 Yanukovych allegedly filled key 
judicial positions with his cronies, turning the courts into hot-
beds of corruption instead of autonomous arms of the state.75 
Some of those judges are still in office, which has prevented a 
real system of justice from being implemented under President 
Poroshenko.76 Within the judicial sector, reports of corruption 
have stretched from bribery in the process of appointing judges 
to corrupt rulings and “lost” evidence.77 Many corrupt court 
rulings have reportedly been made to allow for “raiding,”  
the seizure of property for private interests.78 In addition, 
judges have attempted to disguise bribe payments by declaring 
extraordinary amounts of income as gifts for tax purposes.79

Corruption in the Ukrainian legislature is also prevalent, 
with many allegations of political parties attempting to pur-
chase votes to secure the election of their candidates.80 Parlia-
mentarians have illegally received public benefits, such as by 
fraudulently claiming to be veterans of war or victims of the 
Chernobyl disaster.81 Moreover, while recent constitutional 
amendments slightly curtailed the immunity of members of 
the judicial branch, the reform did not address the fact that 
Ukrainian lawmakers are immune from prosecution.82 In June 
2018, a Ukrainian Court approved the constitutionality of a 
bill to lift lawmakers’ immunity.83 However, in order to become  
law, the bill will still need to pass the Parliament by a constitu-
tional majority and be signed by the president.84 

Ukraine has made significant efforts to reform law enforce-
ment agencies, but there is still much work to be done. New 
agencies have been given broad mandates to curb corruption 
through both policymaking and enforcement. Nevertheless, 
the new institutions are vulnerable, and themselves at risk of 
corruption: Ukraine’s PGO and the National Anti-Corruption 
Bureau of Ukraine (NABU) have recently teamed up to inves-
tigate the lead prosecutor at the office responsible for prosecut-
ing corruption cases.85

The PGO in particular has been criticized for politically-
motivated charging decisions. It did not pursue charges against  
Yanukovich or his associates for their corruption.86 In spring 
2018, Ukraine’s chief prosecutor issued an order halting inves-
tigations into payments made by members of Yanukovych’s po-
litical party to former Trump campaign chairman Paul Manafort 
and a law firm associated with him which had written a report 
“widely seen as whitewashing the politically motivated arrest  
and imprisonment” of former prime minister Tymoshenko.87 An 
ally of President Poroshenko in Parliament made clear that the 
decision was made to put investigations into Manafort’s activities 
“in the long-term box” so as to “avoid irritating the top American  
officials,”88 who had recently agreed to send arms to Ukraine.89

Political parties have contributed to corruption in the polit-
ical process through questionable campaign finance strategies 
and by committing election fraud.90 A 2010 survey substanti-
ated that election fraud is a major source of corruption, as one 
in five Ukrainians was willing to sell his or her vote primarily 
because of financial difficulty or political apathy.91 
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are bought and sold regularly.110 Members of the armed forces 
moonlight smuggling goods to occupied territories.111 And in at  
least one instance, a commander fed troop deployment infor-
mation to his brother, a member of the Russian military.112

CURRENT ENFORCEMENT REGIME
In October 2014, President Poroshenko instituted an official 
reform strategy by signing several anti-corruption laws into 
effect.113 The central priorities of the new framework, which 
resemble those of the U.K. Anti-Corruption Plan,114 include 
(1) establishing a special independent state anti-corruption au-
thority; (2) preventing corruption; (3) punishing corruption; 
(4) promoting public intolerance to corruption; and (5) contin-
ually evaluating the anti-corruption strategy’s effectiveness.115 
To meet these priorities, Ukraine has established several in-
stitutions focusing on anti-corruption, including NABU, the  
National Agency for Prevention of Corruption (NAPC), and 
the Specialized Anti-Corruption Prosecutor’s Office (SAPO),116 
each of which is described in further detail below. 

The reforms comprising the new anti-corruption strategy 
generally fall into two categories: substantive changes to the 
anti-corruption laws and changes relating to the enforcement 
of anti-corruption laws.

Changes in Substantive Law
Ukraine’s main legislative act dealing with corruption, the 
Law “On Prevention of Corruption” (Anti-Corruption Law), 
came into effect in 2015.117 Much like the U.K. Bribery Act and  
Foreign Corrupt Practices Act (FCPA),118 the new legal mandate 
addresses corporate corruption involving foreign and domestic 
private entities operating in Ukraine.119 The several methods 
used to police this type of corruption include (1) the require-
ment for all private companies to assess corruption risk and to 
refrain from bribery offenses, as well as to report any instances 
of corruption and conflicts of interest; (2) the requirement for all 
companies to adopt and maintain anti-corruption policies; and 
(3) the requirement for all companies participating in public pro-
curement to appoint an official responsible for anti-corruption 
compliance.120 Companies that fail to comply may be subject to 
criminal liability and significant fines (up to double the amount 
of income obtained from the illegal activity).121 In addition,  
another law requires all private entities to disclose and update 
information about their ultimate beneficial ownership.122 

The Anti-Corruption Law also provides for the establish-
ment of the NAPC, an independent central executive body with 
a broad mandate to develop and implement anti-corruption 
policy.123 Ironically, NAPC has itself become mired in scandal; 
in late 2017, NABU criminal investigators began looking into 
suspected extortion by officials at the agency.124

Ukraine’s strategy also includes several other substantive pre-
ventive provisions. Specifically, one law, passed in 2014, requires 
all national and local government officials to annually disclose 
financial information, which is made publicly accessible.125  

The social welfare system is ripe with inefficiencies and prob-
ably corruption as well. A report in 2012 indicated that just 23 
percent of social service funds reach those actually in need.92

In the business world, many of the country’s most elite 
tycoons or “oligarchs” have similarly been linked to corrup-
tion. Many of these oligarchs are invested in the eastern side 
of the country, home to industries such as manufacturing and 
mining.93 As the New York Times describes them, “the ultra-
wealthy industrialists yield such power in Ukraine that they 
form what amounts to a shadow government, with empires of 
steel and coal, telecoms and media, and armies of workers.”94 
President Poroshenko himself belongs to the oligarch class: 
before serving in government, he was a chocolate magnate 
worth more than USD $1 billion.95 He also owns a television 
news station, which he uses to push his own political agenda.96  
President Poroshenko is not unique in this regard; most of 
Ukraine’s television stations, newspapers, and online news 
sites are owned by oligarchs, at least one of whom also serves 
as a minister of parliament.97 By buying up media outlets, 
“buying off” politicians, and even securing government posi-
tions themselves, oligarchs have retained vast amounts of po-
litical power,98 despite President Poroshenko’s promises since 
his accession to the presidency to restrict their influence.99 

The health care system, too, has historically fallen prey 
to corruption. Ukraine has a universal health care system by 
law, with services to be paid for entirely by the government.100 
In practice, however, the system is “de facto privatized”101:  
underfunding and corruption have led to a system of “nonof-
ficial payments” for health care that 90 percent of Ukrainians  
cannot afford.102 Some doctors, whose salaries are paid out of 
the national budget, feel they must take bribes to have suffi-
cient funds for equipment and maintenance to help patients—
even those with serious illnesses.103 In many instances, public 
funds might be available but fail to reach the institutions treat-
ing vulnerable patients.104 Some commentators find this devel-
opment troubling in a country where half the male citizens 
smoke, the national diet is heavy with animal fat, and radia-
tion from the Chernobyl disaster has increased the incidence 
of thyroid cancer among children tenfold.105

Ukraine has made progress in curbing corruption in cer-
tain segments of its economy, most notably in natural gas 
production.106 But some fear that since “[c]orruption in the 
energy sector has been reduced, [ ] some of the main avenues 
for corruption have moved to defense.”107 Ukraine’s military 
and security spending has skyrocketed since 2014, rising from 
approximately 2.5 percent of its GDP in 2013—before the 
conflict in the east began—to more than 5 percent this year.108 
While this increase in spending has allowed Ukraine to fortify 
its military, some have raised concerns that increased procure-
ment spending aimed at dealing with the conflict in the east is 
enabling self-dealing by Ukrainian officials who are also active 
in private business enterprises.109 Corruption also pervades the 
Ukrainian military in other important ways. Military positions 
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As part of the 2014 framework for reform described  
above, lawmakers included a law calling for the reform of the 
state prosecutor’s office, the PGO.140 In theory, the law curtails 
the previously vast and, at times, arbitrary powers of pros-
ecutors to reduce corruption in the prosecutor’s office itself.141 
Former Deputy Prosecutor General David Sakvarelidze, who 
helped carry out sweeping changes to the judicial system in 
Georgia, was given Ukrainian citizenship and a mandate to 
overhaul the office.142 However, just weeks after joining the 
office, Sakvarelidze accused his fellow prosecutors of taking 
bribes to help a Ukrainian official thwart an investigation by 
UK fraud investigators.143 He was fired in March 2016 before 
he and his team had jailed even a single defendant or recovered 
any illicit foreign assets from Ukrainian oligarchs.144

Heeding calls for further reform and in an effort to secure 
an additional stream of international aid,145 in 2015, Ukraine 
established NABU, an investigative agency designed to spe-
cifically target graft cases, along with the SAPO to handle the 
prosecution of those cases.146 In accordance with Ukrainian 
civil and criminal laws, NABU is empowered to (1) begin and 
conduct investigations; (2) arrest suspects on court order; (3) 
identify and freeze assets; and (4) obtain documents and data 
from other government agencies, including information about 
incomes, assets, and expenditures of public officials.147 While 
NABU and SAPO were designed to function in tandem, as 
described above, the Ukrainian Prosecutor General recently 
announced that his PGO had joined forces with NABU in an 
investigation of SAPO’s chief corruption prosecutor.148 

RECENT MAJOR ENFORCEMENT ACTIONS
Ukraine’s anti-corruption enforcement success thus far de-
pends on the metrics chosen to measure it. Promisingly, NABU 
has already opened hundreds of criminal cases, including high 
profile matters such as an investigation into the head of the 
State Fiscal Service.149 But by year-end 2017, only one case—
the prosecution of an intermediary in the bribing of a judge—
had resulted in a prison sentence, and, so far, Ukrainian  
courts have ruled in only a quarter of the more than 100 cor-
ruption cases brought before them.150 This “bottlenecking” 
was a major driver behind the IMF’s insistence on the estab-
lishment of a special anti-corruption court.151 The effect of the 
new court remains to be seen; the institution is not expected 
to hear its first cases until early 2019.152

U.S. INVOLVEMENT
The United States has played an active role in Ukraine’s secu-
rity and government, but has taken only limited enforcement 
action against companies operating there. 

In December 2013, a subsidiary of global food processor 
Archer-Daniels Midland Company (ADM) pled guilty and 
agreed to pay more than USD $17 million in fines to resolve 
allegations by the U.S. Department of Justice (DOJ) that it 
bribed Ukrainian government officials to obtain VAT refunds, 

In order to fulfill the disclosure obligations, public officials 
must provide details regarding their annual income and the 
value of any real estate or investment assets.126 Like many of 
Ukraine’s recent anti-corruption reforms, the success of this 
measure has been equivocal. Parliamentarians and government 
officials have disclosed their assets, but have actively avoided 
revealing how those assets were acquired.127Moreover, in 
2017, President Poroshenko signed what is widely regarded as 
a retaliatory amendment to the Anti-Corruption Law requir-
ing civic activists and journalists covering corruption to make 
similar disclosures or else risk up to two years in prison.128

Another provision that has been adopted is civil service re-
form, which became effective in May 2016.129 The law strives 
to ensure competitive merit-based recruitment and promotion 
of civil servants, a reformed remuneration system, and more 
oversight.130 

Other areas of reform include public procurement, access 
to public information, and revisions to the legal framework on 
the judiciary.131 Although President Poroshenko has called ju-
dicial reform “the mother of all reforms,” proof of progress to 
date has been relatively limited.132 Members of the public were 
disappointed because the government adopted a legal frame-
work for strengthening the independence of the judiciary with-
out first removing unfit judges from the bench, meaning that 
some judges with bad reputations still retain decision-making 
power.133 However, the Council of Judges, a self-governing 
body created in March 2018 to make all decisions regarding 
recruitment, promotion, and punishment of judges,134 is now in 
a position to draw attention to—and potentially remediate—
shortcomings of the judicial branch. 

Finally, in early June 2018, President Poroshenko signed a 
new piece of legislation providing for the establishment of a Su-
preme Anti-Corruption Court in order to unfreeze the remain-
der of the USD $17.5 billion assistance package from the IMF.135 
Just one week later, however, Ukrainian activists uncovered 
amendments they claim were “snuck into the law” which would 
allow top officials with pending corruption cases to circumvent 
the jurisdiction of the newly established court. In response, the 
head of the IMF made a statement welcoming the creation of the 
court, but said that Ukrainian lawmakers will need to amend 
the legislation to guarantee its effectiveness.136 As of this writing, 
no amendment has been proposed, but President Poroshenko 
has reportedly acknowledged that Ukraine must act fast in order 
to avoid putting prospects for financial aid in jeopardy.137 

Enforcement of Anti-Corruption Laws
Under intense pressure both from the international commu-
nity in the West and Ukrainian civil society, the Poroshenko 
administration has stepped up its anti-corruption enforcement 
efforts.138 While Ukraine’s criminal law on corruption now 
aligns with standards set by the Organisation for Economic 
Co-operation and Development (OECD),139 enforcement of 
these laws has had mixed success. 
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alleging that President Trump’s long-time personal lawyer, 
Michael Cohen, received a secret payment from intermediar-
ies acting for President Poroshenko to set up talks between 
Trump and the Ukrainian president at the White House in 
June 2017.161 While there has been no allegation that President 
Trump knew about the payments to Cohen, some reports have 
drawn connections between the timing of the meeting and 
Ukraine’s decision to stop the probe into President Trump’s 
ex-campaign manager.162

CONCLUSION
Having endured a violent transfer of power in 2014, and  
currently engaged in a deadly civil war, Ukraine has elementary  
domestic priorities: remain intact, independent, and economi-
cally afloat. At first glance, then, it seems strange for the 
Ukrainian government to now make a genuine push to reverse 
a troubling decades-long pattern of corruption that has en-
veloped the day-to-day life of its society. However, in order 
to pull itself from the economic distress caused by the recent 
conflict, Ukraine is dependent upon international aid. Those 
funds are, in turn, conditioned upon the country’s continued 
efforts to combat corruption. If, under the force of this com-
pulsion, the Poroshenko administration ultimately does fol-
low through on its promises to create a framework that will  
“defeat” corruption, it has the potential to arguably become 
the single most effective domestic tool to ensure political and 
economic stability. Such efforts would help secure the coun-
try’s economy, provide a foundation of trust and reliance 
for the country’s Western allies, and decrease the country’s 
economic reliance on power-hungry oligarchs. Most of all, 
though, a forceful anti-corruption regime would make the 
state stronger in the face of an ever-aggressive Russia hoping 
for Ukrainian vulnerability. 

Because the current anti-corruption efforts remain halting  
and unproven, investment in Ukraine will remain highly 
risky, and investors should remain cautious when examining  
opportunities. 

in violation of the FCPA.153 In a related action brought by 
the U.S. Securities and Exchange Commission (SEC), ADM 
consented to a final judgment ordering the company to pay 
roughly USD $36.5 million in disgorgement and prejudgment 
interest.154

In July 2016, the SEC charged Massachusetts-based  
medical device manufacturer Analogic Corporation and the 
former Chief Financial Officer of its wholly owned Danish 
subsidiary, BK Medical ApS (BK Medical), with violations of 
the books-and-records and internal controls provisions of the 
FCPA.155 The conduct that gave rise to the enforcement action 
involved fictitious invoices by BK Medical and concomitant 
overpayments by its distributors in Russia, and, to a lesser 
extent, distributors in Ukraine, Ghana, Israel, Vietnam, and 
Kazakhstan. Though the SEC alleged in the cease-and-desist 
proceedings that BK Medical had “participated in hundreds 
of highly suspicious transactions at its distributors’ direction 
which posed a significant risk of bribery or other improper 
conduct,”156 the case is notable for the SEC’s decision not to 
charge Analogic with violations of the FCPA’s anti-bribery 
provision. Analogic agreed to pay USD $7.67 million in dis-
gorgement and USD $3.8 million in prejudgment interest to 
settle parallel civil and criminal proceedings.157

In December 2016, pharmaceutical manufacturing giant 
Teva Pharmaceutical Industries Ltd. and its Russian subsidiary  
corporation agreed to pay USD $519 million to the DOJ and 
SEC to resolve an FCPA action alleging that the company 
made improper payments to officials in Ukraine, Russia, and 
Mexico.158 With respect to the Ukrainian official, the charging 
documents allege that the company paid bribes to induce him 
to use his position and political clout to improperly influence 
the registration of Teva’s products in Ukraine.159 

America’s stance on corruption in Ukraine has been 
called into question in recent months. On one hand, the State  
Department has publicly called on the Ukrainian government 
to implement reforms such as the adoption of the anti-cor-
ruption court.160 On the other hand, reports recently surfaced 
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Anti-corruption developments in

Argentina
OVERVIEW
Corruption in Argentina is an institutionalized facet of eco-
nomic life. Commentators have tied the country’s overwhelm-
ing corruption problem to its economic and political troubles, 
compounded by the weaknesses in Argentina’s independent 
institutions.1 Argentina’s economy had a difficult year in 
2018: the peso has significantly decreased in value, resulting 
in wholesale prices shooting up; inflation was running at 26 
percent as of July 2018; and the “worst drought in 50 years” 
crippled the harvest of maize and soyabeans, which resulted in 
a sharp decrease in the nation’s exports.2 

Since being elected in December 2015, President Mauricio 
Macri has made the fight against corruption one of his top 
priorities. Under President Macri’s leadership, Argentina has 
proposed and enacted a series of regulations aimed at combat-
ting corruption.3 Specifically, the enacted regulations address 
conflicts of interest involving the government and create in-
centives for whistleblowers to report bribery and corruption.4 
Despite the enactment of new anti-corruption measures and 
the dedication of a specific government agency intended to 
combat corruption, foreign authorities remain markedly more 
effective to date at investigating and prosecuting corruption 
in Argentina.

The main anti-corruption measure, Law 27.401, was en-
acted on December 1, 2017, and went into effect on March 
1, 2018.5 The bill was introduced as a result of Argentina’s 
commitment to comply with its Organization for Economic 
Co-operation and Development (“OECD”) obligations. The 
law imposes criminal liability on companies for bribery and 
acts of corruption. Companies can avoid this liability for cor-
ruption offenses by self-reporting violations and “returning 
any undue benefits if the violation occurs after an ‘adequate’ 
compliance program that meets minimum requirements set 
forth in the law is instituted.”6

Law 27.401 makes legal entities liable for crimes against 
the Argentine government, such as the bribery of local public 
officials. In addition, if the legal entity was created solely for 
the purpose of committing a crime, or if that was its principal 
purpose, then the court may order the entity to be dissolved 
or liquidated.7 Additionally, the bill criminalizes transnational 
bribery where bribes were committed on behalf of the legal 
entity and the legal entity benefitted from the crimes.8 The bill 
also provides that any of the legal entities’ owners, sharehold-
ers, or associates can expose it to liability if the entity benefits 
from the bribery.9 The limitations period under the law is six 
years from the commission of the corruption-related offense.10 
Chile similarly has anti-corruption legislation that “criminal-

izes money laundering, facilitation payments, and the active 
and passive bribery of public officials and foreign officials.”11 
In 2016, Colombia also enacted anti-bribery legislation, pass-
ing the country’s “first foreign-bribery law.”12 These new anti-
bribery provisions are indicative of the region’s focus on com-
bating corruption. 

 Since Law 27.401 was passed, “at least five prominent 
former officials, including a vice president and a former plan-
ning minister, have been taken into custody to await trial on 
corruption charges.”13 While these events certainly indicate 
increased activity on the investigative front, securing convic-
tions for those charged with corruption remains a challenge. 
A New York Times report from early 2018 indicated that “[m]
any within the judicial system are skeptical that there can be 
a fundamental change in the way things operate without a 
wholesale overhaul of the penal code and the judiciary.”14

In his first years in office, President Macri has appointed 
new government anti-money laundering and anti-corruption 
officials who are pushing to investigate corruption under the 
prior administration of Cristina Fernandez de Kirchner.15 If 
successful, Macri’s administration may transform the coun-
try’s tone towards corruption by strengthening the govern-
ment’s resources to increase corruption investigations and 
prosecutions. 

Yet Macri and his allies have also been connected to al-
legations of corruption related to Macri’s family’s “business 
holdings.”16 The allegations “range from influence traffick-
ing to money laundering.”17 Thus far, Macri has continued to 
keep his distance from these corruption probes and stated that 
he will cooperate when needed to bring any corrupt actors to  
justice.18

FOREIGN INVESTMENT IN ARGENTINA
Broadly, Argentina ranks 5th among South American countries 
in terms of foreign direct investment, behind Brazil, Chile, 
Colombia, and Peru.19 Foreign direct investment flows have 
been relatively volatile in recent years, declining sharply in 
2016, only to rebound in 2017.20 The United States, Spain, and 
the Netherlands are the three largest investors in Argentina.21

Encouraging foreign investment has long been a focus of 
the Macri administration. Since coming into office, Macri has 
actively integrated efforts to solicit foreign direct investment 
in Argentina into a broader initiative geared towards attaining 
long-term and sustainable economic growth.22 Among these 
efforts are initiatives like eliminating capital controls, reduc-
ing export taxes and import restrictions, increasing access to 
financing, and lowering tax burdens.23 While Argentina is 
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still not as large a hub of foreign investment as some of the 
other countries in the region, there have been some very mod-
est signs of improvement. Argentina still has a relatively low 
ranking—92nd out of 137 countries—in the World Economic 
Forum’s 2017-2018 Global Competitiveness Index, which 
measures productivity and growth potential, though that 
mark represents a positive shift from the 2016 to 2017 sur-
vey, in which Argentina was ranked 104th.24 In a 2017 report, 
Deloitte offered a similar assessment: while the report noted 
that M&A trends suggested a modest increase in investment 
interest in Argentina, the “explosion of deals” that the Macri 
administration may have been hoping for as a result of their 
reforms did not immediately materialize.25 One recent exam-
ple of increased investment in the country came from Coca-
Cola Co., which in May 2018 announced that it would invest 
USD $1.2 billion in Argentina from 2019 to 2021, which is up 
from its USD $1 billion investment during the 2016 to 2018 
time period.26

However, increasing headwinds facing Argentina’s econo-
my have been and are likely to continue to present barriers to 
foreign investment. First, In May 2018, the overall size of Ar-
gentina’s economy suffered the sharpest monthly decline since 
July 2009, largely powered by a massive drought that affect-
ed soy and corn crops.27 The drought, among other factors, 
caused a significant run on the peso, pushing the central bank 
to hike interest rates to 40 percent, the highest in the world.28 
Against the backdrop of this economic tumult, in May 2018 
Argentina sought and eventually obtained an emergency loan 
from the International Monetary Fund (“IMF”) in the form of 
a USD $50 billion line of credit designed to help restore inves-
tor confidence.29 While the IMF loan will provide Argentina 
with much-needed liquidity, Macri’s appeal to the IMF has 
prompted significant backlash among the population of Ar-
gentina, where many are skeptical of policy prescriptions that 
may come along with the new line of credit.30 

While the key financial indicators have sparked significant 
fears among analysts that Argentina may well be headed for a 
recession,31 some are hopeful that the IMF loan will serve to 
stabilize markets and buoy the economy.32 

THE SCOPE OF CORRUPTION
Argentina’s reputation in the global community is stained by 
the perception of widespread government corruption and a 
concomitant lack of enforcement. Multiple NGOs and gov-
ernments have highlighted the prevalence of corruption in 
Argentina, but Argentina thus far appears to lack the neces-
sary enforcement mechanisms to curb corruption, despite the 
recent passage of the Corporate Liability Bill.

Transparency International, a non-governmental organi-
zation dedicated to eliminating corruption, publishes a Cor-
ruption Perception Index (“CPI”) that annually measures the 
perceived levels of public sector corruption in 176 countries 
and territories.33 In 2017, Argentina ranked 85th of 180 coun-

tries in the CPI, on par with Turkey, Morocco, Benin and 
Kosovo.34 While this ranking represents a small improvement 
from 2016, these figures coincide with what observers, includ-
ing the World Bank, have seen as Argentina’s persistent his-
torical failure to control corruption.35

Transparency International also publishes the Bribe Pay-
ers Index, which assesses the likelihood that firms from each 
of the world’s 28 largest economies will pay bribes when do-
ing business abroad.36 In the most recent edition, published in 
2011, Argentina ranked 23rd out of 28 with a score of 7.3.37 
Argentine firms were therefore seen as slightly more likely to 
engage in foreign bribery than average (7.8) and occupied a 
position between the other two Latin American countries in 
the Index: Brazil at 14th (7.7) and Mexico at 26th (7.0).38

However, according to Hernan Charosky, former director 
of Poder Ciudadano (a local chapter of Transparency Inter-
national) and current Undersecretary for Political Reform in 
the city of Buenos Aires, the Argentine public believes that 
the government does nothing to address corruption.39 Accord-
ing to Poder Ciudadano, 72 percent of Argentines surveyed in 
2013 felt that the level of corruption had grown in the preced-
ing two years.40

Argentine citizens are not alone in their concerns. The 
OECD monitors compliance with the Anti-Bribery Conven-
tion, an international treaty that establishes standards to 
criminalize bribery of public officials.41 Argentina is a signa-
tory of the convention, but has consistently remained in non-
compliance.42 Over the last several years, OECD has issued 
multiple reports detailing Argentina’s noncompliance with the 
Convention, highlighting the lack of enforcement, transparen-
cy, and corruption that persists throughout the Argentine gov-
ernment.43 The OECD reports highlighted many concerns, but 
one reoccurring issue was the lack of legislation punishing for-
eign bribery.44 The most recent OECD report, published prior  
to the formal enactment of Law 27.401, urged the Argentinian  
Congress to adopt the measure.45 It remains to be seen wheth-
er the subsequent passage of the Corporate Liability Bill will 
alleviate the concerns listed in the last OECD report. 

Similarly, a Bertelsmann Stiftung Transformation Index 
(“BTI”) country report (“BTI Report”) from 2018 criticized 
Argentina for its failure to pass legislation to punish foreign 
bribery. The BTI analyzes and evaluates the quality of democ-
racy, the market economy and political management in 129 
developing and transition countries.46 It measures successes 
and setbacks on the path toward a democracy based on the 
rule of law and a socially responsible market economy. The 
report specifically noted that there is a “set of informal prac-
tices that discourage, preclude or frustrate effective investiga-
tion [of corruption]” in the country, which makes tackling 
corruption a “big challenge” for the Macri administration.47 
The report cited to the expansion of the “judicial definition 
of repentance for corruption and organized crime” as well as 
the law that guarantees public access to information as posi-
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tive steps forward in the fight against corruption in Argentina, 
but cautions that “reliable auditing of government spending 
and the regulation of party financing remain issues for future 
reform.”48 The U.S. State Department expressed similar con-
cerns in its 2017 Country Report for Argentina.49 The country 
report focused on human rights practices within Argentina 
and noted multiple reports of official corruption “at all levels 
of government,” judicial inefficiency, and misuse of govern-
ment resources.50 It remains to be seen whether the official 
corruption outlook will change materially in the wake of Law 
27.401’s effective date in March 2018. 

A 2018 Human Rights Watch World Report for Argentina 
noted that the delayed appointment of permanent judges by 
the Council of the Judiciary in the country has resulted in the 
temporary appointments of judges who “lack security of ten-
ure, which the Supreme Court ruled in 2015 undermines ju-
dicial independence.”51 Integrity within the judicial system is 
further undermined by public sector inefficiencies, delays, and 
inadequate administrative support. 

Outside of the judicial system, excessive bureaucracy leads 
to the facilitation of payments for many companies doing busi-
ness in Argentina.52 For foreign business, the temptation to use 
this informal payment system is made stronger by the fact that 
customs officials are noted for their corruption.53 This low 
level of confidence in the transparency of Argentina’s govern-
ment and economy has practical, adverse effects for investors. 
The BTI Report concludes that property rights exist in prin-
ciple, but “practical enforcement in accordance with the rule 
of law is problematic due to deficiencies in the judicial and 
administrative system, including government interference and 
corruption.”54 

EFFECT OF INTERNATIONAL ANTI-CORRUPTION 
TREATIES
Argentina has been an early signatory to various international 
accords intended to eradicate corruption. However, the nation 
has been slow to implement these accords. Therefore, domes-
tic legal standards continue to dominate despite the enactment 
of some anti-corruption legislation.

Inter-American Convention Against Corruption
In March 1996, Argentina signed the Inter-American Conven-
tion Against Corruption (“IACAC”) in Caracas, Venezuela.55 
This treaty, the first of its kind, was adopted by the Organi-
zation of American States (“OAS”) and thus corresponds to 
broader efforts to remove barriers to economic integration 
within Latin America. The Convention has two stated goals: 
its primary aim is to promote and strengthen each signatory 
state’s development of mechanisms to prevent, detect, punish, 
and eradicate corruption.56 Its secondary goal is to promote 
cooperation among its signatory states in implementing these 
anti-corruption mechanisms.57

The IACAC has the advantage of being associated with 

the relatively active OAS. Since the Convention’s inception, its 
signatory states have instituted a system of reciprocal monitor-
ing, reporting on each others’ progress towards full compli-
ance and implementation.

Convention on Combating Bribery of Foreign Public 
Officials
Argentina signed the OECD Convention on Combating Brib-
ery of Foreign Public Officials in International Business Trans-
actions in December 1997.58 This Convention entailed a much 
larger undertaking for Argentina, and it did not fully enter 
into force in Argentina until April of 2001.59

Argentina codified the OECD Convention’s anti-cor-
ruption standards in its Penal Code in 1999 and amended 
the statute in 2003. As a part of the Convention rules, the 
OECD’s Working Group on Bribery conducts on-site evalua-
tions of signatory states’ compliance with the Convention and 
publishes reports on its findings. The Working Group’s 2008 
Phase 2 report on Argentina60 identified major concerns with 
the country’s implementation of the Convention.61 Specifical-
ly, Argentina falls short of the Convention’s model provisions 
in its failure to remove the distinction between natural persons 
and legal entities in its differing treatment of domestic bribery 
and foreign bribery.62

Argentina’s Penal Code lacks clarity in some of the lan-
guage specifically addressing anti-corruption measures.  
For example, its “foreign bribery offence,” Article 258 bis, 
prohibits bribing a “public official from a foreign State or from 
an international public organization,” to induce that official 
to act or not act in relation to his official duties or to use his  
influence with regard to an economic, financial, or commercial 
transaction.63 Violators face one to six years of “reclusion”64 
and a perpetual bar on holding public office. The law does not 
expressly define “public official,” but legislative precedent sug-
gests that courts should apply the expansive definition found 
elsewhere in the Penal Code: “any person who temporarily or 
permanently discharges public functions, whether as a result 
of popular election or appointment by the competent author-
ity.”65 Articles 259 and 266 of the Penal Code complement  
Article 258’s foreign bribery offense by providing criminal 
penalties both for domestic public officials that corruptly  
solicit or accept gifts, and for those who offer or present such 
gifts.66

The Working Group’s 2017 3bis report on Argentina noted 
that the Group was unable to “assess the adequacy of sanc-
tions in practice because of a lack of concluded foreign bribery 
cases.”67 The Phase 3 report concluded that Argentina is egre-
giously non-compliant with key articles of the Convention, de-
spite the recent passage of the Corporate Liability Bill.68 Spe-
cifically, the Working Group raised concerns about Argentina’s 
continued failure to impose corporate liability for corruption-
related false accounting; the inadequacy of fines for foreign 
bribery and sanctions for accounting fraud; the unavailability 
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officials have noted, however, that this solicitation defense 
would likely not apply in a foreign bribery case brought un-
der article 258 because that law focuses on the active briber 
and there is no foreign “passive bribery,” i.e., receipt, offense 
in Argentine law.82

CURRENT ENFORCEMENT REGIME
The Mechanics of Foreign Bribery Investigations
Argentina has a federal system of government, with parallel 
federal and provincial courts. Foreign bribery investigations 
are often long and complicated. A formal investigation may 
be preceded by a preliminary investigation in foreign bribery 
cases.83 A preliminary investigation is conducted by a prosecu-
tor who learns of an allegation that a crime has been commit-
ted.84 Preliminary investigations are limited to measures that 
do not require judicial authorization. The evidence gathered 
may then be used to file a complaint with the court to start a 
formal investigation.85

A formal investigation is legally mandatory once the au-
thorities become aware of a foreign bribery allegation, includ-
ing through a complaint.86 The investigative judge is responsi-
ble for conducting the formal investigation,87 but can delegate 
the investigation to a federal public prosecutor.88 Federal pros-
ecutors are part of the Public Prosecutor’s Office (Ministerio 
Público, or “MP”), which is headed by the Attorney General 
(Procurador General de la Nación). The Federal Police pro-
vides police support in investigations.

Aside from the lengthy practicalities of initiating an in-
vestigation, enforcement actions often expose companies to 
lengthy statutes of limitations. From the commission of an of-
fense, the Argentine authorities have six years to summon a 
person, another six years to investigate before filing the indict-
ment, six further years to summon the accused for trial, and 
a final six years from conviction (even if appealed) until the 
execution of the sentence.89 A further four-month limitation 
period on the length of investigations is not applied to complex 
economic crime cases in practice.90

Public Prosecutor’s Office
The prosecution of federal crimes, including the bribery of-
fenses, falls to the MP.91 MP prosecutors are organized along 
judicial lines, with each court having a particular corps of 
prosecutors assigned to it, with prosecutorial hierarchy mir-
roring that of the judicial system—prosecutors assigned to an 
appellate court oversee prosecutors assigned to the court of 
first instance and so forth.92 Because prosecutors specialize by 
court rather than by subject matter, however, they have been 
slow to develop expertise in the investigation and prosecution 
of the relatively recent anti-bribery laws.93

Non-structural factors also hinder the MPs’ effective 
prosecution of bribery offenses. For example, prosecutors 
and judges have noted difficulty in obtaining corporate in-
formation critical to an effective investigation, often because  

of value confiscation; and the lack of protection for whistle-
blowers from discriminatory or disciplinary reprisals.69 Ad-
ditionally, the criminal justice system continues to suffer vast 
delays in economic crime cases. Judicial investigations were 
opened in several foreign bribery allegations concerning Ar-
gentine individuals and companies but have progressed very 
slowly.70 The Working Group indicated that Argentina should 
take steps to “enhance international co-operation in foreign 
bribery investigations and prosecutions, including through in-
formal channels” in order to expedite progression.71 

Moreover, widespread judicial vacancies and use of surro-
gate judges contribute to the delay in the resolution of investi-
gations and prosecutions.72

Consequently, the Working Group strongly recommended 
that Argentina “urgently take further steps to reduce delays 
in complex economic crime cases, including by addressing the 
causes of delay that originate in the criminal procedural sys-
tem.”73 Specifically, the Working Group suggested that Argen-
tina “maintain and analy[z]e statistics on delay and economic 
crime cases” in order to monitor the effectiveness of its mea-
sures to reduce delay.74

The group also expressed concerns about the enforcement 
of Argentina’s foreign bribery laws, which can directly impact 
foreign investment and monitoring.75

Argentina’s anti-corruption efforts have largely focused 
on strengthening its response to domestic rather than foreign 
bribery. In contrast, although the OECD Convention aims to 
eradicate corruption generally, its current focus is on the brib-
ery of foreign officials by signatory states’ businesses. Current-
ly there are over a dozen known foreign bribery allegations 
involving Argentine companies and individuals.76 These suits 
are prone to extensive delays.77

The anemic state of foreign bribery prosecution coincides 
with the unsettled question of the law’s extraterritoriality. 
The Working Group questioned whether Argentina had an 
effective basis for establishing territorial jurisdiction in for-
eign bribery cases occurring mainly abroad.78 On the other 
hand, an Argentine Supreme Court decision suggests that the 
law does have extraterritorial effect, holding that an offense is 
considered to have been committed in all jurisdictions where 
part of the act took place, as well as where the effects of the 
offense took place.79 The law itself does explicitly provide for 
jurisdiction over Argentine public officials who engage in brib-
ery abroad.80

One final distinction between the OECD Convention and 
Argentine domestic law is the defense provided to bribe-giv-
ers in instances of solicitation or illegal demand by an offi-
cial. Under the OECD Convention, the public official is the 
party that actively solicits a bribe; under Argentine law, the 
would-be “active briber” is recast as a victim of an “illegal 
demand.”81 This defense undercuts the impact of the Conven-
tion by immunizing bribery by private actors in those instanc-
es where public officials take a more active role. Argentine 
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in December 1999 and is charged with investigating and pur-
suing cases of political corruption within the federal govern-
ment.106 It also exercises responsibility over the investigation 
of conduct that violates the IACAC.107 Unlike the PIA, the OA 
cannot prosecute corruption cases directly but rather inves-
tigates complaints or serves as a litigant when filing its own 
action.108

Since assuming office, President Macri has pushed success-
fully for new anti-corruption laws. The so-called “Repentance 
Law” permits suspects accused of involvement in corruption 
to be granted plea bargains.109 Additionally, the Repentance 
Law reduces the prison sentences of those convicted of a cor-
ruption-related crime contingent upon providing the Argen-
tine government with reliable evidence or information about 
another crime.110 To be eligible for a reduction in sentence, 
the degree of severity of the reported crime must be at least 
equivalent to the severity of the crime for which the individual 
claiming protection has been charged.111 Importantly, this new 
law enables suspects to invoke the law in cases of fraud against 
the public administration.112 President Macri has also helped 
push through the “Forfeiture Law,” which seeks to repatriate 
goods illicitly procured through corrupt activities by former 
public officials or any other public or private actors.113

RECENT SCANDALS AND ENFORCEMENT ACTIONS
Although major accusations of political corruption are fairly 
common, few such scandals result in judicial action. In recent 
years, however, certain high-profile cases of corruption have 
received attention and official scrutiny—though not always as 
a result of domestic initiative.

Recent United States Enforcement Efforts
In December of 2011, U.S. authorities charged eight former 
executives and agents of Siemens AG for their role in an al-
leged USD $100 million bribery scheme, begun in 1998, 
meant to secure a USD $1 billion contract to produce national 
identity cards for every Argentine citizen.114 The men were 
charged with conspiracy to violate the Foreign Corrupt Prac-
tices Act (FCPA) and the wire fraud statute, money laundering 
conspiracy, and wire fraud. Although the acts of bribery took 
place entirely in Argentina, the charges marked an important 
milestone for the U.S., as pointed out by then-Assistant At-
torney General Lanny Breuer, for it was “the first time a board 
member of a Fortune Global 500 company has been charged 
with FCPA violations.”115 As part of a related settlement, the 
Siemens’s Argentine subsidiary pleaded guilty to a one-count 
information charging conspiracy to violate the books and re-
cords provisions of the FCPA.116

At the behest of the OA, an official inquiry was opened into 
the conduct of 22 implicated individuals allegedly involved in 
the Siemens scheme, none of whom were public officials.117 The 
inquiry was opened in federal criminal court in March 2011. 
In December 2013 the OA charged 17 with paying bribes, nine 

company registries generally fall within provincial jurisdiction 
and no national registry of companies existed at the time of the 
OECD’s supplemental Phase 3 review.94 Another impediment 
to comprehensive detection and investigation of corruption is 
that Argentine law does not currently provide strong whistle-
blower protections, and the current Corporate Liability Bill 
does not address discriminatory or disciplinary reprisals that 
whistleblowers face.95

The prosecutor’s office includes specialized units whose 
main role is to support other federal prosecutors who are 
investigating specific cases. The Special Office for Economic 
Crimes and Money Laundering (“PROCELAC”) consists of 
six operational areas, including crimes against the public ad-
ministration; money laundering and terrorism financing; and 
economic fraud and banking.96 PROCELAC has conducted 
preliminary investigations, and can provide technical support 
(e.g., in forensic accounting) upon the request of the prosecu-
tor in charge of a case. It cannot, however, lead a foreign brib-
ery investigation.97 The Unit for the Recovery of Assets and 
the Office for Economic Research and Financial Analysis may 
also in theory support foreign bribery cases but have yet to 
do so.98

The PIA and the Anti-Corruption Office
Two agencies with the most experience in domestic corrup-
tion investigations do not have jurisdiction over foreign 
bribery (except in very exceptional cases). The Office for Ad-
ministrative Investigations (Procuraduría de Investigaciones 
Administrativas, or “PIA”) within the MP is responsible for 
investigating administrative misconduct by Argentine officials 
and enterprises in which the State participates.99 The Anti-
Corruption Office (Oficina Anticorrupción, “OA”) is within 
the Ministry of Justice and Human Rights.100 OA is respon-
sible for the development and co-ordination programs to fight 
corruption in the national public sector.101 It has jurisdiction 
over corruption offenses involving the national public admin-
istration, companies and other entities. Both OA and PIA can 
investigate foreign bribery only if the crime is committed by 
an Argentine official, which will be rare. PROCELAC and PIA 
signed an agreement in November 2016 to delimit their re-
spective competence.102

The PIA specializes in the investigation of corruption cases 
involving Argentine officials or state funds.103 Although the 
PIA offers expertise and dedicated resources, it investigates 
and prosecutes only corrupt acts by federal officials, and it is 
not authorized to investigate or prosecute instances of foreign 
bribery, unless they involve a federal official or state funds.104 
As with other specialized anti-corruption agencies in Argen-
tina, the PIA is generally viewed as having well-trained and 
able personnel, but lacking sufficient political capital to ac-
complish its goals.105

The OA is a specialized agency belonging to the Ministry 
of Justice and Human Rights. The OA was officially created 
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ous Argentine individuals and entities.133 Many individuals, 
including an Argentinian sports marketing executive, were 
alleged to have systematically paid and agreed to pay over 
USD $150 million in bribes and kickbacks to obtain lucra-
tive media and marketing rights to international soccer tour-
naments.134 Argentine sports marketing company Torneos y 
Competencias SA agreed to pay USD $112.8 million to settle 
the charges. It averts U.S. prosecution if it avoids charges in 
the next four years, pays fines and returns tainted funds.135 
Of the over 40 defendants charged by American authorities 
in the case, which was tried in November 2017 in the Eastern 
District of New York, only three have been extradited to the 
United States.136 Two of the three were found guilty of rack-
eteering and wire-fraud conspiracies following the five-week 
trial in New York City;137 the third was acquitted of all cor-
ruption charges.138 

Similarly, in 2016, the DOJ brought an FCPA enforcement 
action against Olympus Latin American Inc. (OLA), a U.S.-
based company that distributes medical equipment through-
out Latin and South America.139 Argentina was one of many 
countries where Olympus Latin America bribed publicly em-
ployed health care providers and hospital officials so that it 
could illegally win business and sell its products.140 Specifi-
cally, from 2006 to 2011, OLA unlawfully paid over USD 
$3 million to publicly employed health care professionals in 
Brazil, Bolivia, Colombia, Argentina, Mexico, and Costa Rica 
to facilitate the purchase of Olympus products, influence pub-
lic tenders, or prevent public institutions from purchasing or 
converting to the technology of competitors.141 OLA settled 
the case for USD $22.8 million to resolve the FCPA criminal 
charges, and as a condition of a deferred prosecution agree-
ment, OLA agreed to be monitored for three years and create 
internal compliance mechanisms.142 Although Olympus did 
not voluntarily disclose FCPA violations in a timely manner, 
it ultimately did cooperate with the investigation and received 
sentencing credit for its cooperation.143

In July 2016, the DOJ and the SEC brought an FCPA en-
forcement action against South American-based LAN Airlines 
for its bribes during a dispute between the airline and its union 
employees in Argentina.144 The SEC investigation found that 
when LAN encountered problems negotiating labor agree-
ments with the unions, an Argentinian consultant contacted 
LAN and offered to negotiate on the company’s behalf.145 The 
consultant made clear that he expected compensation for such 
negotiations, and additional payments were necessary to third 
parties who had influence over the unions.146 LAN’s CEO 
approved USD $1.15 million in payments to the consultant 
through a sham contract for a purported study of existing air 
routes in Argentina.147 The CEO knew that no actual study 
would be performed and that it was possible the consultant 
would pass some portion of the money to union officials in Ar-
gentina to settle the wage disputes.148 LAN settled the dispute 
with the SEC and agreed to pay USD $9.4 million in disgorge-

of whom were Siemens executives. On March 16, 2018, for-
mer Siemens AG executive Eberhard Reichert “pleaded guilty 
Thursday to conspiring to pay tens of millions of dollars in 
bribes to Argentine government officials for a USD $1 billion 
contract to create national identity cards” in Manhattan.118 
Reichert was one of the eight individuals charged in 2011 with 
FCPA offenses.119 He will be sentenced by U.S. District Judge 
Denise L. Cote of the Southern District of New York, who ac-
cepted his plea during a March 2018 hearing.120 Significantly, 
no public officials were charged with receiving the bribes, de-
spite the U.S. Department of Justice (DOJ) and German au-
thorities having identified several recipients.121

In March 2012, Biomet Inc., a medical device company, 
agreed to pay more than USD $22 million to settle the Se-
curities and Exchange Commission’s (SEC) charges as well 
as parallel criminal charges announced by the DOJ after it 
was charged with violating the FCPA when its subsidiaries 
and agents bribed public doctors in Argentina, Brazil and 
China.122 Specifically, the SEC alleged that Biomet and its four 
subsidiaries paid bribes from August 2000 through August 
2008, and “employees and managers at all levels . . . were 
involved along with the distributors who sold Biomet’s prod-
ucts.”123 Biomet’s internal compliance mechanisms failed to 
prevent the illicit payments to doctors, even after the company 
knew about them.124 DOJ’s press release touted the fact that 
the misconduct came to light as a result of the government’s 
“proactive investigation of bribery within the medical device 
industry.”125

In April 2013, the SEC announced its first corporate non-
prosecution agreement related to FCPA misconduct with 
Ralph Lauren Corporation.126 After an internal investigation 
prompted by the SEC allegations, Ralph Lauren admitted 
that its Argentina subsidiary paid USD $593,000 in bribes 
to government and customs officials to secure product im-
portation.127 The bribes were paid during a four-year period 
through a third party to avoid inspection of prohibited prod-
ucts.128 The company had no anti-bribery compliance program 
when the offenses occurred, but has since instituted extensive 
FCPA training and compliance mechanisms.129 The company 
agreed to disgorge illicit profits and interest obtained in con-
nection with bribes paid by a subsidiary to government of-
ficials in Argentina.130

In December 2014, Dallas Airmotive Inc., an aircraft en-
gine repair, maintenance, and overhaul firm, admitted to brib-
ing Latin American officials in Brazil, Peru, and Argentina to 
win government contracts.131 The company, facing one count 
of conspiring to violate the FCPA and one count of violating 
the FCPA’s anti-bribery provisions, agreed to pay a USD $14 
million criminal penalty as a part of a deferred prosecution 
agreement.132

In 2015, the DOJ filed indictments involving allegations of 
systemic and egregious corruption in the Fédération Interna-
tionale de Football Association (FIFA), which implicates vari-
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The OA has brought a number of other cases implicating 
multinational firms. Among them is an action brought against 
Ferrostaal, a German firm, with the OA itself acting as com-
plainant. The matter alleges that Ferrostaal bribed officials of 
the Ministry of Defense and the Navy, with the aim of ac-
quiring certain engineering information necessary for the con-
struction of seafaring ships.163

In April 2016, the International Consortium of Investiga-
tive Journalists published a leak of over eleven million docu-
ments, dubbed the Panama Papers, connected to the Panama 
law firm Mossack Fonseca.164 The Panama Papers implicate 
potential corruption by both former Argentine President Cris-
tina Fernandez de Kirchner and current Argentine President 
Mauricio Macri and his allies.165 President Macri, the son of 
one of Argentina’s wealthiest families, said the two offshore 
companies involving him that emerged in the Panama Papers 
leak were family businesses and he was solely a figurehead 
without compensation.166 A federal prosecutor opened investi-
gations concerning whether President Macri purposely omit-
ted his role in the offshore companies in his annual tax dec-
larations. In response, President Macri said he has nothing to 
hide and will fully cooperate with any investigations.167

In March of 2017, federal prosecutors in Argentina opened 
several investigations into President Macri over allegations of 
influence tracking and money laundering.168 Thus far, none of 
the allegations have resulted in charges against the President, 
and he denies any wrongdoing.169

Former President Fernandez and her administration are 
heavily connected to various allegations of corruption and 
potentially face a slew of legal consequences. In June 2016, 
Fernandez’s former Planning Secretary José López was caught 
trying to bury USD $8.9 million in a convent in a quiet Bue-
nos Aires suburb.170 When Argentine police found López, he 
first claimed to be a church official, and then allegedly of-
fered the police officers a bag containing USD $1 million.171 
The incident drew international attention because López has 
been extremely close to both Kirchner and Fernández since 
the beginning of his political career twenty-five years ago and 
has served as a public works secretary for 12 years.172 López’s  
legal team is reportedly assessing whether or not to invoke 
the Repentance Law.173 Notably, plea bargains have been used 
in the high-profile Lázaro Báez Case, a massive money laun-
dering scheme implicating the higher echelons of the former 
Kirchner administration.174 During both the administrations 
of Fernandez and her late husband Kirchner, Austral Con-
strucciones, Baez’s construction firm, was granted large public 
works contracts.175 Baez is accused of embezzling and launder-
ing nearly USD $5 million through Austral Construcciones.176 
In December 2016, federal judge Julian Ercolini indicted for-
mer President Cristina Fernandez de Kirchner for corruption 
pertaining to the illegitimate award of the aforementioned 
public works contracts.177 Shortly thereafter, in April 2017, 
she was again indicted on corruption charges in connection 

ment and prejudgment interest.149 The DOJ announced that it 
had also settled with LAN for USD $12.75 million as a part of 
a deferred prosecution agreement.150

One of the larger global corruption schemes in recent his-
tory has been the Odebrecht/Braskem scandal. Odebrecht S.A. 
(Odebrecht) is a global construction conglomerate based in 
Brazil, and its affiliate, Braskem S.A. (Braskem), is a Brazilian 
petrochemical company.151 The DOJ and the SEC investigated 
both companies for schemes to pay hundreds of millions of 
dollars in bribes to government officials around the world, in-
cluding Argentina.152 The SEC and DOJ concluded that a divi-
sion within an Odebrecht subsidiary served as little more than 
a bribe-paying department for the benefit of Odebrecht and 
Braskem.153 The division authorized approximately USD $788 
million in bribes to foreign officials in at least twelve coun-
tries, including bribes of USD $35 million in Argentina during 
the relevant period.154 While the principal focus of the DOJ’s 
action (and the exclusive focus of the SEC action) concerned 
conduct in Brazil, including the company’s relationships with 
Petrobras, the DOJ action also alleges improper payments in 
Angola, Argentina, Brazil, Colombia, Dominican Republic, 
Ecuador, Guatemala, Mexico, Mozambique, Panama, Peru, 
and Venezuela.155 Further, Prosecutors from ten Latin Ameri-
can countries (Brazil, Argentina, Chile, Colombia, Ecuador, 
Mexico, Peru, the Dominican Republic, Venezuela, and Pan-
ama) are currently working together to share evidence in the 
investigation of bribes paid by Odebrecht.156 The goal is to 
maximize efficiency and exchange information.

In December 2016, Odebrecht and petrochemical subsid-
iary Braskem SA settled with Brazilian, U.S. and Swiss author-
ities a record fine of USD $3.5 billion.157 Argentinian pros-
ecutors are still investigating the extent of the corruption in 
Argentina, as Argentina does not have a legal mechanism for 
companies to reach a leniency agreement like the one signed in 
Brazil.158 Some observers fear that “judges, prosecutors, law-
makers and even anticorruption crusaders in President Mauri-
cio Macri’s government might be dragging their feet to protect 
political allies.”159

Domestic Initiatives
A recent example of enforcement action by Argentine authori-
ties also illustrates how issues of transparency and integrity 
have undermined impartial and efficient investigations and 
prosecutions. In June 2014, officials brought formal charges 
against the Vice President of Argentina, Amado Boudou, for 
receiving bribes and conducting business incompatible with 
public office. The charges alleged that Boudou, during his 
time as economy minister, had improperly helped Ciccone 
Calcografica SA, a printing company.160 Boudou subsequently 
accused the presiding judge of being biased and personally 
brought criminal charges against the prosecutor in his case.161 
Boudou’s indictment for corruption charges was confirmed in 
2015.162
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insists that he “fronted offshore accounts for third parties,” 
but that he was “not an owner of the companies in ques-
tion.”185 It remains to be seen whether he will be prosecuted. 

CONCLUSION
Argentina’s strained and volatile economy and fluid political 
situation continue to present a hindrance to its anti-corruption 
institutions, despite President Macri’s efforts at reform. How-
ever, recent corruption scandals and investigations involving 
powerful Argentine government officials will generate closer 
monitoring and scrutiny over foreign business interests in Ar-
gentina. The passage of Law 27.401 signals a shift in corporate 
criminal law in Argentina, but it remains to be seen whether 
the enforcement environment will follow suit and materially 
change the anti-corruption landscape for companies doing 
business in the country. Companies seeking to do business in 
Argentina should remain mindful of the current enforcement 
landscape both domestically and abroad and look to their 
compliance controls to offer guidance and protection as they 
do business in the country.

with allegations that she misappropriated funds intended for 
public works through her family’s real estate business.178 Judge 
Claudio Bonadio has ordered the former President not to leave 
the country and has frozen USD $8.4 million of her assets.179

In November of 2017, the International Consortium of 
Investigative Journalists separately published the “Paradise 
Papers,” which exposed the “offshore financial affairs of hun-
dreds of politicians, multinationals, celebrities and high-net-
worth individuals.”180 The Papers revealed the previously un-
disclosed offshore accounts of Argentina’s Finance Minister, 
Luis Caputo. When Caputo assumed his position as Finance 
Minister in 2015, he failed to disclose in affidavits submitted 
to the OA that he had shares in offshore companies that “man-
age hundreds of millions of dollars in tax havens.”181 He also 
withheld information in 2016 pertaining to the 2015 financial 
year.182 In Argentina, omissions of this kind of information are 
considered criminal, and are punishable by up to two years in 
prison.183 In April 2018, during a sitting of a special commit-
tee for the monitoring of foreign debt, lawmakers questioned 
Caputo about his exposed activity in tax havens.184 Caputo  
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Anti-corruption developments in

Brazil
OVERVIEW
As the largest and most populous country in South America, 
Brazil has long been the region’s top financial player. Today, 
Brazil has the eighth largest economy in the world and a 
Gross Domestic Product (PPP) of USD $3.2 trillion.1 Brazil’s 
economic engine is defined by large and well-developed agri-
cultural, mining, manufacturing, and service sectors, and the 
country rests on a base of about 110 million workers, making 
it the home of the world’s sixth largest labor force.2 Brazil is 
currently, however, recovering from one of the worst reces-
sions in its history.3

In the past few years, the plummeting prices for Brazilian 
commodities such as oil, iron ore, and soy beans have been a 
drag on the Brazilian economy. In 2017, rising unemployment, 
which peaked over 13 percent, high credit costs, and political 
tension resulted in deep declines in private consumption and 
investment.4 Foreign direct investment in Brazil has followed a 
roller-coaster pattern in recent years.5 After the global finan-
cial crisis, Brazil enjoyed increasing amounts of foreign direct 
investment, and in 2013, the United Nations Conference on 
Trade and Development’s World Investment Report ranked 
Brazil as the fourth most popular country for foreign direct in-
vestment by transnational corporations.6 Yet despite the politi-
cal uncertainty and economic depression of the past few years, 
investors have not abandoned Brazil.7 In 2018, Brazil ranked 
as the 4th most popular country for foreign direct investment.8

Recent signs point to Brazil emerging from its most recent 
economic recession.9 Bolstered by a strong soy crop, Brazil’s 
economy grew by 1 percent in 2017 and GDP grew 0.4 percent  
in the first quarter of 2018.10 If the recovery continues, the Orga-
nization for Economic Co-operation and Development (OECD) 
predicts that GDP growth will reach 2.8 percent in 2019.11 
Brazil’s unemployment rate has consistently fallen this year; 
from March through June, the unemployment rate decreased  
from 13.1 percent to 12.4 percent.12

Public corruption in Brazil, which dates back at least to the 
colonial period, remains a significant obstacle to doing busi-
ness in the country. A number of high-profile public corruption 
scandals have focused the country’s attention on the issue, 
and citizen discontent has grown markedly. Most notably, the 
Petrobras investigation shook Brazil to its core and led to a new 
wave of anticorruption enforcement. Formed in 1953 as Bra-
zil’s national oil company, Petrobras Brasileiro is one of Latin 
America’s largest companies.13 However, Petrobras, “long 
considered the corporate jewel in Brazil’s crown,”14 allegedly 
was the vehicle for over USD $5 billion in bribes to high-rank-
ing officials in both the public and private sectors,15 includ-

ing a huge inventory of gifts—Rolex watches, USD $3,000  
bottles of wine, yachts, helicopters, and prostitutes.16 At the 
core of the scandal was collusion between top Petrobras of-
ficials and a cartel of companies overcharging the oil company 
for construction and service work, sharing the money with 
political figures.17 In December 2014, one former Petrobras 
employee pledged to give back his money, which amounted to 
USD $100 million and reported that the ruling Workers Party 
gained USD $200 million from the bribery scheme.18

In March 2015, more than one million people across the 
country protested against Petrobras, leading to a crackdown 
on corruption.19 The year 2015 alone saw 117 indictments, five 
politicians arrested, and complaints against 13 companies.20 
In September 2017, Brazil’s attorney general charged former 
President Luiz Inácio Lula da Silva (“Lula”), his successor  
Dilma Rousseff, and several senior figures of the Workers 
Party with running a criminal organization that raked in hun-
dreds of millions in bribes during the party’s nearly 14-year 
reign.21 In January 2018, Petrobras agreed to pay USD $2.95 
billion to settle a shareholder lawsuit in the United States.22

On July 12, 2017, former President Lula was convicted of 
corruption and money laundering stemming from accusations 
that he and his wife received USD $1.1 million in favors (e.g., 
improvements to his home and use of a beachfront apartment) 
from a construction company in exchange for Petrobras con-
tracts.23 He was sentenced to over nine years in prison and 
banned from running for office for nineteen years.24 Judge 
Sérgio Moro, a central figure in the Operation Car Wash in-
vestigation, issued the verdict.25 Lula’s conviction was unani-
mously upheld and his sentence increased on a first appeal. 
He was ordered to begin serving his 12-year sentence in April 
2018 after Brazil’s Supreme Court rejected his bid to remain 
free while he appeals his conviction.26 In July 2018 Lula was 
ordered to be released by Judge Rogerio Favreto, but that deci-
sion was quickly overruled by Judge João Pedro Gebran Neto, 
the chief appellate judge overseeing the case.27

Brazil’s legislature acted to crack down on corruption as 
the Petrobras scandal came to light, and Brazilian prosecutors  
have actively enforced a landmark bill imposing civil and ad-
ministrative liability on corporations for bribery of national 
and foreign public officials.28 The Brazilian legislature has ad-
opted several additional pieces of legislation aimed at rooting  
out corruption. One such reform, the Clean Companies Act, 
goes so far as to impose strict liability on individuals or com-
panies where a bribe has been paid regardless of whether the 
individual or company intended to engage in illegal conduct.29 
The Clean Companies Act provides for civil and administrative 
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penalties but no criminal penalties for companies, although  
the Criminal Code establishes domestic criminal offenses for 
individuals. Civil penalties include fines of up to 20 percent of a 
company’s gross revenue from the previous year or suspension  
or dissolution of a company.30

The corruption scandal alongside the drop in commodities  
prices has created an economic crisis and massive political 
instability. Even though signs point to economic recovery in 
2018, widespread instability persists.

In August 2016, former President Dilma Rousseff was im-
peached and removed from office by the Senate on charges of ma-
nipulating the federal budget in an effort to conceal the nation’s  
mounting economic problems.31 Although Rousseff was a 
prominent leader who was not accused of illegally enriching 
herself and passed anti-corruption legislation, including the 
Clean Companies Act, her outward commitment failed to 
save her job.32 After impeachment, Rousseff’s Vice President 
Michel Temer of the centrist PMDB party became interim 
president. He pledged to return Brazil to economic growth by 
cutting spending and curbing debt. 

Former President Temer has had varying political success 
during his tenure. On December 13, 2016, the legislature passed 
a controversial spending cap backed by President Temer that 
will limit public spending to inflation for the next 20 years.33 
The bill’s passage caused widespread protests throughout the 
country. President Temer scored another victory on July 11, 
2017, when Brazil’s Senate passed a Temer-sponsored labor 
reform bill.34 Supporters hoped that loosening Brazil’s labor 
code will address rising unemployment and help the economy;  
critics worried about how the bill would affect workers’ rights.35  
In 2018, President Temer attempted to pass a bill to reform 
Brazil’s pension system, but later abandoned that bill after 
there was a military intervention in Rio de Janeiro.36 Consti-
tutional amendments, such as the pension bill, are blocked 
during federal intervention of a state.37

Former President Temer faced large and growing disap-
proval due to his own legal trouble. Upon becoming President, 
Temer was forced to respond to allegations of illegal campaign 
financing38 and was acquitted in June 2017 in a divisive de-
cision by the Superior Electoral Court.39 On June 26, 2017, 
President Temer was formally charged with corruption,40 the 
first time a sitting president of Brazil has faced criminal pro-
ceedings.41 The lower house of Congress blocked the charges 
from reaching the Supreme Court, the only court where sitting 
elected officials can be prosecuted.42 Critics pointed out that 
Mr. Temer appropriated millions of dollars in federal money 
to key congressional districts just weeks before the vote.43 In 
September 2017, President Temer was charged with a second 
round of corruption charges—including obstruction of justice 
and participating in a criminal conspiracy involving a plot to 
prevent Brazilian authorities from discovering a wide-ranging 
kickback scheme.44 However, Temer was able to avoid a cor-
ruption trial after lawmakers once again voted to block the 

charges against him.45 In a 2018 poll, Brazilians’ popularity 
rating of Temer’s government slipped to five percent, with 82 
percent of Brazilians rating his administration as bad or very 
bad.46 President Temer has made his strong opposition to Op-
eration Car Wash clear.47

On September 18, 2017, President Temer’s nominee for  
Attorney General, Raquel Dodge, was sworn in to replace At-
torney General Rodrigo Janot.48 Due to Janot’s heavy involve-
ment in Operation Car Wash—including his role in bringing 
charges against President Temer—the nomination process was 
heavily scrutinized for political interference.49

THE SIZE OF THE PROBLEM
Transparency International, an international non-governmen-
tal organization dedicated to eliminating corruption, ranks 
countries and their governments’ efforts to fight corruption on 
its Corruption Perceptions Index. For 2017, Brazil tied Colom-
bia, Indonesia, Panama, Peru, Thailand and Zambia for 96th 
least corrupt in perceived corruption of the 180 countries and 
territories on the list.50 Brazil ranked 18th out of 32 countries 
in the Americas, falling between Guyana and Colombia.51 
While Brazil’s perceived corruption score improved from 2015 
to 2016, the 2017 score was the lowest score that Brazil has 
received in the past five years.52

Brazil has suffered a number of high-profile public corrup-
tion scandals in recent years. Officials at all levels of govern-
ment have been accused of accepting bribes, awarding public 
contracts in exchange for kickbacks, and personally profiting 
from taxpayer money. An investigation conducted by Brazilian 
newspaper Folha de São Paulo revealed that there is evidence 
of over-billing in the 15 Brazilian infrastructure projects that 
were audited as part of the Operation Car Wash scandal.53 
According to Folha, irregularities in these fifteen audited in-
frastructure projects resulted in USD $3 billion in overbilling, 
and this amount will likely increase as further investigations 
are done into other government projects.54

Brazilians have long accepted corruption as a cost of  
doing business, in both private commerce and public service. 
A saying in Brazil captures the ubiquity of corruption and  
Brazilians’ attitude towards it: “rouba mas faz”—he steals, 
but he gets things done. Transparency International’s Glob-
al Corruption Barometer for 2017 found that 56 percent of  
Brazilians surveyed found that the Brazilian Government’s 
handling the fight of corruption was done “Very Badly” or 
“Fairly Badly.”55 And, 78 percent of Brazilians surveyed  
believed that the level of corruption in Brazil has increased 
either “somewhat” or “a lot” over the previous year.56 

According to the most recent regional poll conducted by 
Latinobarómetro, Brazilians find corruption to be the second 
most important problem affecting the country.57 Brazilians 
also think little is being done to address the problem; 46.1 
percent said no progress had been made to reduce corruption 
and 27.5 percent said little progress had been made.58 
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Forty-one percent of Brazilian households surveyed in 2013 
believed that most officials in the national government are  
corrupt, and 15.8 percent believed that almost all officials in the 
national government are corrupt.59 The survey results regarding 
corruption in the local government were similar,60 and 43.5 per-
cent of those surveyed believed that the level of corruption in the 
private sector is comparable to that of the public sector.61 More 
recent polls reflect similar popular disenchantment. In one 2016 
survey, 63 percent of respondents stated that the government 
was “bad or terrible,”62 while in another, 90 percent of respon-
dents believed that bribery and corruption were widespread.63

CURRENT ENFORCEMENT REGIME
I. Legislative Framework
Domestically, corruption is addressed in Brazil’s Penal Code 
as well as in multiple specific federal laws. Article 333 of the 
Penal Code prohibits offering or promising an undue advan-
tage to a public official to induce him or her to perform, omit, 
or delay an official act. Violators face two to 12 years of im-
prisonment and a fine. Article 337-B criminalizes the same 
conduct when it involves foreign public officials in interna-
tional business transactions. The penalty for such bribery is 
one to eight years’ imprisonment and a fine, sanctions that 
can be elevated if the foreign public official’s conduct violates 
an official duty.64 The Brazilian Penal Code also prohibits so-
called “passive bribery”—the receipt of bribes—by public of-
ficials. Article 317 holds public officials criminally liable for 
soliciting, receiving, or accepting the promise of an undue 
advantage, for themselves or other persons, either directly or 
indirectly. Other provisions establish penalties for embezzle-
ment of public funds, breach of public duty, and violation of 
the confidentiality of an offer tendered in competitive bidding.

In the past few years, the Brazilian government has enacted 
three pieces of anti-corruption legislation. Each has been viewed 
as crucial to a cleaner and more transparent government. The 
first, passed in June 2010, is the so-called Ficha Limpa (“clean 
record”) law, which disqualifies politicians from running for of-
fice for eight years if they have been convicted of a serious crime. 
The law also applies to politicians who have resigned from office 
to avoid impeachment.65 Passed as the result of a petition signed 
by approximately 1.5 million Brazilians, the Ficha Limpa law 
has been heralded as “a revolution,”66 and as “[o]ne of the great-
est bills of popular initiative in Brazilian history.”67 Designed to 
combat the impunity that has become an entrenched reality of 
Brazil’s political system, this law, if enforced effectively, could go 
a long way toward rooting out public corruption. In February 
2012, the Brazilian Supreme Court ruled the law constitutional 
in the face of a challenge brought by politicians who claimed the 
law offended the principle of the presumption of innocence and 
that it was unconstitutional to punish people for actions com-
mitted before the law was created.68

A second piece of legislation, which took effect in May 
2012, is a far-reaching freedom of information law that re-

quires the government to publish information on public 
spending and to respond to citizen requests for information. 
The freedom of information bill enshrines in Brazil’s constitu-
tion a citizen’s right to public information. Because a lack of 
transparency is thought to play a significant role in Brazil’s 
public corruption problem, Brazilians view this law as having 
the potential to change the political landscape.69

The third and most important piece of legislation, the 
Clean Companies Act, passed in July 2013, is a landmark 
statute that imposes liability on corporations and other non-
natural persons. Formally entitled “Liability of Legal Persons 
for Acts of Corruption,” the Act was part of a move toward 
full compliance with the OECD Convention on Combating 
Bribery of Foreign Public Officials in International Business 
Transactions.70 It took effect on January 29, 2014.71

The Clean Companies Act mandates strict liability for le-
gal entities in the civil and administrative spheres for acts that 
offer, directly or indirectly, any undue advantage to a public 
official, including third parties related to such public official. 
It also forbids acts of fraud or manipulation in public bids or 
contracts with public entities, as well as the financing, fund-
ing, or sponsoring of acts prohibited under the Clean Compa-
nies Act. Under the strict liability regime, enforcement author-
ities need only prove that the illegal acts of directors, officers, 
employees, or other agents were committed to benefit the legal 
entity—not that the entity had any intention to violate the law. 
In addition, the law goes further than the FCPA, outlawing 
even facilitation payments—payments made to foreign offi-
cials to expedite routine governmental actions.

The Clean Companies Act does provide for leniency in cer-
tain situations, such as where the company voluntarily cooper-
ates with the government or voluntarily discloses wrongdoing. 
The law authorizes regulators to enter into leniency agree-
ments—similar to deferred prosecution and non-prosecution 
agreements under U.S. law—with offending entities if the 
company’s collaboration allows the government to identify 
other guilty parties and quickly acquire evidence of the illegal 
act. To be eligible for leniency, however, the offending entity 
must approach the government about its desire to cooperate, 
immediately cease involvement in the infraction, admit to par-
ticipating in the illegal conduct, and fully and permanently 
cooperate with the government’s investigation, including by 
appearing at any relevant judicial or administrative proceed-
ings whenever requested and at its own expense. 

In December 2015, the government introduced a pro-
visional measure to make leniency deals more attractive to 
companies, providing a reduction in fines and a guarantee to 
not be blacklisted from government contracts.72 In May 2016, 
during the height of Operation Car Wash, the government an-
nounced that it suspended leniency agreement negotiations 
with companies involved in the scandal.73 

On August 24, 2017 the Chamber of Federal Prosecutors is-
sued a guideline on leniency agreements to help formalize certain 
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against prosecution.86 A Supreme Court Justice suspended 
proceedings on the bill on December 14, 2016, for procedural 
error and abuse of power in changing the text.87 The bill is still 
in the legislature, although it has recently been changed and 
weakened according to federal prosecutor Deltan Dellagnol.88

On June 5, 2018 Transparency International along with 
FGV’s Rio de Janeiro Law School and Sao Paulo Law School  
released what is considered the largest anti-corruption package 
in the world.89 The package is a collaborative effort, involving  
200 experts from several institutions, who drafted and re-
viewed the proposal that will be submitted to Brazil’s National 
Congress.90 The package consists of 70 legislative proposals 
that will attack corruption on 12 different fronts.91 It is consid-
ered to be a deepening of the “10 Medidas contra a Corrupçáo” 
package.92 Some of the measures in the package include whistle-
blower protection legislation, clean bill for public service, ceil-
ings for donations and self-financing of campaigns, etc. 93 

On an international level, Brazil ratified the OECD Conven-
tion on Combating Bribery of Foreign Public Officials in Inter-
national Business Transactions in 2000, the Inter-American  
Convention Against Corruption in 2002, and the United Na-
tions Convention Against Corruption in 2005.94 The OECD 
has urged Brazil to take more steps against corruption, recom-
mending that Brazil’s government give public workers more 
freedom, responsibility, and resources to detect and denounce 
cases of corruption.95

In addition, Brazil participates in the Open Government 
Partnership (OGP), an international coalition of countries and 
organizations dedicated to increasing government transparency. 
Former President Rousseff officially launched the partnership 
in conjunction with former U.S. President Barack Obama in 
September 2011; the partnership was co-chaired by the United 
States and Brazil throughout its first year.96 According to the  
initiative’s Articles of Governance, participating governments 
were expected to endorse a set of high-level open government 
principles, make country-specific concrete commitments for put-
ting the principles into practice, and “[c]ommit to a self-assess-
ment and independent reporting on the country’s progress.”97

In its first Action Plan for OGP, Brazil undertook 32 com-
mitments to increase transparency, including various commit-
ments to increase access to public information and thereby 
foster public oversight of government functions.98 These com-
mitments produced many important benefits, such as the cre-
ation of the Open Data Portal, the organization of a nation-
wide conference on transparency (CONSOCIAL) involving 
more than 100,000 citizens, and the implementation of the 
Brazilian Access to Information Law noted above.99 Over 90 
percent of Brazil’s commitments were fully or partially imple-
mented.100 For its second plan, Brazil assumed a total of 52 
commitments.101 As part of its third action plan, Brazil under-
took an additional 16 commitments, including transparency of 
public funds, opening government data, assessing and stream-
lining public services, and providing legislative transparency.102

practices that have been adopted by Federal Prosecutors in set-
tlement negotiations and agreements in bribery-related cases.74  
The regulations require, inter alia, more than one prosecu-
tor involved in the negotiation, details on the agreement, and 
mechanisms for determining fines.75 

Even after the clarification, some attorneys are still con-
fused, with many involved stating that they still do not truly  
understand the purpose of leniency agreements; in fact, many  
leniency agreements still do not obtain new evidence of wrong-
doing in the agreement or mandate the reclamation of public 
funds.76 As a result, on May 21, 2018 Brazil’s Ministry of 
Transparency and Office of the Attorney General published a 
methodology for calculating the fines to be applied in leniency 
agreements.77 This methodology attempts to standardize the 
procedures for negotiating leniency agreements and to provide  
greater transparency to calculating fines.78

A number of successful leniency agreements have been 
negotiated, including one with J&F Investimentos involving 
insider trading allegations79; and a negotiation with Bilfinger 
Maschinenbau for corruption and bribery, resulting in a set-
tlement of USD $5 million.80

Before the Clean Companies Act, only individuals could be 
prosecuted for corruption. Now, corporate entities also face 
both civil and administrative liability.81 This liability applies 
where corporations commit acts of corruption against foreign  
public officials, regardless of whether the offense occurs within  
Brazil. The law also holds companies liable for the anti-bribery  
acts of directors, officers, employees, and other agents acting 
on their behalf. 

The Clean Companies Act not only expands potential li-
ability, it also sets forth severe penalties. A company found 
guilty of corruption can face fines up to 20 percent of its gross 
annual revenue for the previous year or a maximum of R$60 
million (approximately USD $26 million). Penalties can in-
clude disgorgement, suspension of the entity’s activities, and 
even the dissolution of the entity. Finally, the law provides for 
the blacklisting of companies convicted of bribery, banning 
them from receiving public lending and government subsidies, 
and withholding government contracts for up to five years.

In addition, in 2015 the Brazilian Prosecution Service pro-
posed an additional series of anti-corruption measures.82 The 
package of measures, named “10 Medidas contra a Corrup-
çáo,” range from increasing the marketing funds to be used 
to promote anti-corruption campaigns to increasing the man-
datory minimum for a corruption conviction.83 At the end of 
November 2016, the Chamber of Deputies passed a bill that 
included only four of the ten measures.84 The Chamber of 
Deputies also included last- minute language that allows de-
fendants to sue judicial authorities who abuse their powers by 
damaging the “honor, dignity and decorum” of their offices.85 
Critics view the bill as a threat to the independence of the 
judiciary, and thousands of demonstrators protested against 
the perceived attempt by representatives to protect themselves 
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law by state and municipal authorities.114 The report also in-
dicated that another challenge to the potency of the law is the 
high rate of low quality responses to information requests. 115

RECENT MAJOR SCANDALS
The last few years have seen a number of scandals involving 
high-profile politicians and business leaders. Extensive coverage  
by the Brazilian media has been a major impetus behind the 
grassroots activism in the country.

The most significant of those scandals came to light in 
March 2014. Brazilian officials investigating money launder-
ing uncovered a vast bribery and kickback scheme involving 
state-owned companies including Petrobras, Brazil’s semi-
public oil and gas energy corporation.116 The investigation, 
known as Operation Lava Jato (“Car Wash”), has expanded 
into one of the largest corruption cases in modern history.117

Implicated in Operation Car Wash are numerous corpora-
tions and hundreds of politicians in Brazil and abroad,118 includ-
ing a third of former President Temer’s cabinet,119 all five liv-
ing former presidents of Brazil, and President Temer himself.120 
Former President Luiz Inácio Lula da Silva, Rousseff’s popular 
predecessor, stood trial for corruption in the “trial of the cen-
tury”121 and was convicted on July 12, 2017.122 Judge Sérgio 
Moro, in his verdict, remarked that “[n]o matter how impor-
tant you are, no one is above the law.”123 Brazilian authorities 
have charged 260 people with criminal offences124 and, as of 
March 2016, secured 93 convictions.125 Operation Car Wash 
has uncovered billions of dollars in bribes, a number which con-
tinues to grow.126 International cooperation between Brazilian 
prosecutors and colleagues the United States, Switzerland, the 
Netherlands, Italy, and other countries has been critical to the 
Petrobras investigation.127

Beginning in 2004, high-level Petrobras officials are alleged  
to have colluded with a cartel of at least 16 companies to 
charge Petrobras inflated rates when performing construction 
and service work. Instead of competing for Petrobras’ busi-
ness, the cartel would participate in a sham bidding process 
and then decide which company would win a particular con-
tract. The “profits”—one to five percent of the value of a given 
contract—would then be split between the cartel, Petrobras 
executives, and at least 50 politicians from six different po-
litical parties, including the Workers Party (PT).128 Former 
President Rousseff was chairwoman of Petrobras for part of 
the time the kickback scheme was in place.129 Notably, the 
government owns 51 percent of Petrobras and many Petrobras 
executives owe their jobs to elected officials.

The scandal has taken its toll on Brazil’s economy. Petrobras  
lost roughly USD $35 billion in value, about half of its previous  
market cap.130 And some of the major engineering companies 
involved in the Operation Car Wash scandal are also report-
edly being investigated in connection with USD $10 billion in 
construction contracts they were awarded to build venues for 
the 2016 Olympics.131

II. Enforcement Structure
Brazilian prosecutors have been emboldened by the new legis-
lation, and have pursued high-profile investigations targeting 
the upper echelon of Brazilian political and business circles. 
Yet, although Brazil has undoubtedly clamped down on cor-
rupt activity, there is much room for improvement. 

For example, the Brazilian federal prosecutors enjoy a high 
degree of independence, which has fueled the recent enforce-
ment actions.103 But, this independence results in decentraliza-
tion and duplication of efforts.104 The Comptroller General, 
the Supreme Audit Institution, the Public Prosecutor, and the 
Federal Police all have mandates to address corruption. And, 
instead of an independent ombudsman institution, Brazil has 
Ouvidorias (“hearers”) within each ministry who receive 
corruption-related complaints.105 The Ouvidorias are not in-
dependent and cannot initiate corruption investigations; they 
simply communicate complaints between offices.106 Moreover, 
Brazil has no specialized, independent anti-corruption agency 
to investigate and prosecute allegations of corruption. Those 
tasks fall to local agencies throughout Brazil’s states and mu-
nicipalities.107 

Another obstacle to effective anti-corruption enforcement 
is that Brazil does not protect “whistleblowers” who report in-
stances of corruption to authorities. Brazilian law requires civil 
servants to “bring irregularities of which they have knowledge 
because of their position to the attention of their higher authority”  
or “another competent authority,” and shields them from liability  
where they report misconduct; it does not protect such whistle-
blowers from retaliation.108 On January 11, 2018 the Brazilian 
government passed Federal law No. 13, 608 which authorized 
states to create confidential public hotlines and to offer cash re-
wards to whistleblowers who offer useful information.109 In the  
private sector, the Clean Companies Act incentivizes compa-
nies to adopt and implement codes of ethics and conduct, put 
in place auditing mechanisms and procedures for “the report-
ing of irregularities,” and encourage whistleblowing.110 

While most ministerial offices have some form of a whistle-
blowing mechanism, complaints are generally not accepted if 
made anonymously. There are exceptions; for example, the 
Comptroller General allows whistleblowers to report cor-
ruption anonymously on its website. Nevertheless, employees 
rarely report instances of corruption due to the risk of retali-
ation, especially in the private sphere.111 Although new whis-
tleblower protections were originally part of the 10 Medidas 
contra a Corrupçáo, the Chamber of Deputies stripped out the 
whistleblower clause in a post-midnight session prior to pass-
ing the watered-down anti-corruption law.112 

Finally, the Freedom of Information Law has established 
mechanisms for information requirements and improved the vol-
ume of information available to the general public.113 According  
to a report published by Article 19, although there has been  
an increase in the number of cities and states that have imple-
mented the law, there is a shortfall in the understanding of the 
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es.152 Lula’s conviction was unanimously upheld by a Brazilian  
appeals court in January 2018.153 As part of their verdict the 
court also added 2-1/2 years to Lula’s sentence.154 The ten-hour  
hearing saw the justices split 5-5 until the presiding judge cast 
the deciding ballot to reject Lula’s bid to stay free while he  
appealed his 12-year conviction.155 

This ruling threw Brazil’s 2019 presidential election into 
chaos, as despite his conviction Lula has remained the front-
runner candidate and according to polling Lula was expected 
to win the upcoming election by a landslide.156

In Lula’s absence, far-right presidential candidate Jair Bolso-
naro has emerged as a frontrunner in the upcoming election.157 
Bolsonaro, who is a former army captain, is being strongly sup-
ported by Brazil’s armed forces. Bolsonaro has proposed con-
tentious measures to restore order, including giving police freer 
rein to kill criminals and appointing generals to lead ministries. 

With growing distrust in the current president and a favor-
able view of the armed forces, calls for military intervention 
have grown louder. However, the current commander of the 
army, Gen. Eduardo Villas Boas, said that there is little poten-
tial for military intervention, as it would not take into account 
the “democratic sprit that reigns in all the barracks.” Even 
former president Dilma Rousseff, a former political prisoner 
tortured by the military government in the 1970s, said she 
would be stunned if the generals attempted to take power.158

In the wake of the Petrobras investigation, Eletrobras, a 
power company, of which the Brazilian government owns 52 
percent, began an internal investigation.159 In May 2016, the 
New York Stock Exchange suspended trading in Eletrobras 
shares,160 and in September 2016, the Brazilian power industry  
regulator ordered Eletrobras to return USD $625 million in 
excess profit and fees received as subsidies to a government 
fund.161 Eletrobras is appealing this ruling.162

While Operation Car Wash has been dubbed the largest 
corruption scandal in history, a new investigation into the 
state-owned Banco Nacional de Desenvolvimento Econômico 
e Social (BNDES, the National Economic and Social Develop-
ment Bank) may prove to be even larger.163 The investigation 
into BNDES, referred to as Operation Bullish, was revealed in 
May 2017 and targeted “irregularities” in BNDES’s financing 
operations.164 While Petrobras lost billions of dollars of public 
money in its kickback schemes, BNDES “has more money out 
[in loans] in Brazilian development projects than the World 
Bank has worldwide.”165 In 2015, BNDES issued USD $41.6 
billion in new loans.166

The focus of Operation Bullish has been on JBS SA, the 
largest meat processing company in the world; JBS is alleged  
to have received favorable treatment in financing from BNDES,  
most notably in the form of low-interest loans.167 From 2002 to 
2013, JBS received USD $3.92 billion in loans from BNDES168 
at single-digit interest rates.

As a result of the scandal, JBS withdrew its plans for a U.S 
IPO.169 Joesley and Wesley Batista, the billionaire owners of 

Operation Car Wash also uncovered that Odebrecht 
SA, Latin America’s largest construction company, “had a  
department dedicated to bribes . . . which [paid] close to USD 
$800 million in [bribes]” over 15 years.132 Marcelo Odebrecht, 
CEO of Odebrecht SA, was sentenced to 19 years in prison for 
paying more than USD $30 million in bribes.133 Other Ode-
brecht SA officials have also been charged; as part of their plea 
deals, 76 Odebrecht officials and Marcelo Odebrecht himself 
have given information to investigators, helping to identify 
more than 200 politicians involved in kickback schemes.134

The Petrobras scandal, combined with the list of scandals 
detailed below and the deteriorating economy, eroded sup-
port for former President Rousseff. Rousseff was charged with 
forming a criminal organization.135 She was also impeached 
and removed from office on August 31, 2016 for manipulating 
the budget to hide mounting debts.136 

Former President Rousseff’s ouster did not stop the fallout 
from the Petrobras investigation. In September 2016, police ar-
rested former Finance Minister Guido Mantega on allegations 
that he solicited a USD $2.35 million bribe to pay off campaign 
debt.137 In October 2016, former Speaker Eduardo Cunha was 
arrested after being expelled from Congress in September 2016. 
He was convicted and sentenced to 15 years in prison.138 Cunha 
has become an important figure in the growing case against Pres-
ident Temer; tapes released on May 17, 2017, allegedly capture 
Temer scheming to bribe Cunha to impede anti-corruption in-
vestigations.139 However, Cunha recently testified to the Federal  
Justice Department in Brazil that the alleged scheme was part of 
ploy put in motion by the General Prosecutor’s office.140

On January 19, 2017, Brazilian Supreme Court Justice Teori 
Zavascki died in a plane crash.141 Justice Zavascki was oversee-
ing the Operation Car Wash cases,142 making the circumstances 
of his death potentially suspicious.143 No mechanical issues were 
detected with the plane, heightening the suspicion surrounding 
his death.144 On May 31, 2017, two federal agents leading the in-
vestigation into Justice Zavascki’s death were shot and killed.145

While President Temer was acquitted in the case involving 
illegal campaign financing,146 the corruption case against Presi-
dent Temer was fairly strong. On May 17, 2017, tapes of Presi-
dent Temer allegedly discussing bribes were released.147 A close 
aide of the president, Rodrigo Rocha Loures, was arrested  
on June 3, 2017.148 On June 20, 2017, Brazilian police released a 
report saying that President Temer “probably benefited from a 
bribery scheme.”149 President Temer was formally charged with 
corruption on June 26, 2017 and again in September 2017.150 
However, Temer has twice been able to avoid a corruption trial 
after lawmakers voted to block the charges against him.151

The far-reaching impact of Operation Car Wash is still  
being felt in Brazil today and will likely have a significant im-
pact in Brazil’s upcoming presidential election. Former Presi-
dent Lula, a popular candidate in the upcoming election, was 
Brazil’s first former president to be convicted of charges in 
Operation Car Wash and still faces charges in four other cas-



Global Anti-Corruption Update  |  157

Brazilian tax authorities solicited bribes from companies  
in exchange for reducing their corporate tax liabilities. Although 
the Finance Ministry asserted the tax scheme was not system-
atic, prosecutors have estimated the scandal cost taxpayers 
roughly USD $6 billion over the last 15 years;187 the actual 
magnitude may be as high as USD $10 billion.188 As a result 
of Operation Zealots, Brazil’s tax courts have been completely 
overhauled.189 As part of this investigation, prosecutors have 
accused the head of the country’s biggest steelmaker, Gerdau 
SA, of seeking to evade over USD $428 million in taxes.190  
Estimates suggest that over 70 Brazilian companies, banks, 
and multinationals participated in the scheme.191

In September 2016, Brazilian federal police carried out  
arrests as part of a probe into the country’s largest pension 
funds under the moniker Operation Greenfield. The police also 
ordered the seizure and freezing of assets of over 100 people 
and firms.192 Investigators assert that the scheme defrauded the 
funds of about USD $2.5 billion, and the investigation has im-
plicated the Batistas.193 In March 2017, partners at Eucalipto 
Brasil SA were arrested for bribing key witnesses for Opera-
tion Greenfield.194 The bribes, which totaled almost USD $61 
million, also implicated J&F Investimentos SA.195

The “Panama Papers” scandal has also implicated Brazilian 
politicians. In April 2016, newspapers from around the world 
published millions of documents that the German newspaper 
Süddeutsche Zeitung had received belonging to the Panamani-
an law firm Mossack Fonseca. The Panama Papers named poli-
ticians from seven Brazilian political parties as clients of Mos-
sack Fonseca.196 At least 57 politicians and companies already 
under investigation in the Petrobras scandal were named in the 
Panama Papers,197 including Eduardo Cunha.198 The founders 
of Mossack Fonseca, Juergen Mossack and Ramon Fonseca, 
were arrested in Panama City on February 9, 2017.199 The Pan-
ama Papers investigation has also overlapped with Operation 
Car Wash; Brazilian representatives of Mossack Fonseca had 
“been instructed to conceal documents and to remove evidence 
of illegal activities related to the [Car Wash] case.”200 Officials 
are investigating a link to Odebrecht as well.201

In addition, Brazil’s police force has been focused on brib-
ery in the medical device industry. For example, in July 2018 
Brazil’s federal police executed 22 arrest warrants as part of 
an investigation into fraud in medical equipment tenders over-
seen by health officials. 202 General Electric’s CEO for Latin 
America was arrested in connection with the probe. 203

RECENT FCPA ENFORCEMENT ACTIONS
While the media has focused primarily on corruption involv-
ing Brazilian politicians, a number of Foreign Corrupt Practices 
Act (FCPA) enforcement actions have also touched the country 
as a result of these scandals.

The Odebrecht/Braskem settlement is likely the most 
significant. Following discovery of the kickback scheme  
discussed above—including the hidden “Department of Brib-

JBS, made deals to avoid prison sentences; the tapes of former  
President Temer were part of the deal.170 However, despite 
their plea agreement both Joesley and Wesley Batista were lat-
er arrested for obstruction of justice after one of the brothers’ 
legal team accidentally turned over incriminating evidence to 
investigators, which allegedly showed that Joesley Batista was 
withholding key information from prosecutors.171 An arrest 
warrant for insider trading was also issued for the brothers. 
Both brothers have since been released from custody but can-
not leave Brazil while they answer the charges against them.172

Because of the size of BNDES, the full scope of Operation 
Bullish is yet to be seen. The head of BNDES, Maria Silvia Bas-
tos, resigned for “personal reasons” on May 26, 2017.173 Discov-
eries in Operation Bullish have begun to overlap with Operation 
Car Wash; for example, a USD $682 million loan to finance con-
struction of a Cuban port was awarded to Odebrecht and former 
president Lula was paid as a lobbyist on the deal.174

JBS, was also targeted by investigators in a probe into the 
alleged bribery of food sanitation inspectors.175 Investigators 
alleged that food inspectors were bribed to not inspect meat 
plants, to allow the sale of rotten meat and to falsify export 
documents.176 The operation, which was code named Opera-
tion Weak Flesh, sparked a wave of trade bans by several key 
importers of Brazilian meat.177 These bans caused a 22 percent  
drop in the exportation of Brazilian pork and poultry.178 Thirty- 
three people were arrested in connection with Operation  
Weak Flesh. 179

In an effort to settle these corruption probes, J&F the  
parent company of JBS, agreed to pay a fine of USD $3.2 
billion over a period of 25 years as part of a leniency agree-
ment with Brazilian prosecutors. 180 However, on September 
11, 2017 a Brazilian judge suspended the criminal aspects of 
the leniency agreement until the Supreme Court makes a final 
ruling on Joesley Batista’s plea bargain.181 Witnesses for the 
prosecution allege that JBS bribed an estimated 1,900 politi-
cians in recent years and it is estimated that the company gave 
roughly USD $150 million in bribes.182

As of March 2018, companies were still being impacted by 
these ongoing corruption scandals. Stocks for poultry giant 
BRF SA and their competitors recently dropped 4.1 percent 
after Operation Weak Flesh was revived in the wake of allega-
tions that BRF SA employees had altered samples to hide sal-
monella contamination and poor sanitary conditions.183 JBS 
also lost 5.9 percent as a result of the revival.184 Moreover, 
companies who were caught in the Operation Car Wash scan-
dal are still struggling to recover.185 Most notably, Odebrecht 
had to get a USD $717 million dollar loan to cover looming 
debt maturities due to its limited cash flow following the  
Operation Car Wash scandal.186 

The Car Wash, Bullish, and Weak Flesh scandals are just the 
most recent in a long list of corruption scandals that have plagued 
Brazil. In 2015 prosecutors opened an investigation, dubbed 
Operation Zealots, into an alleged bribery scheme whereby 
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Faerman, a businessman targeted by Operation Black Blood.218

On January 18, 2017, the DOJ and Securities Ex-
change Commission (SEC) reached agreement with Or-
thofix International N.V.’s Brazilian subsidiary, Orthofix 
do Brasil LTDA, to settle allegations of violations of the 
FCPA. The DOJ and SEC alleged that Orthofix created  
kickback schemes “to induce doctors under government em-
ployment to use Orthofix’s products” through commercial 
representative intermediaries and distributors.219 The kickback 
schemes ran from at least 2011 to 2013 and generated nearly 
USD $3 million in profits.220 In addition, Orthofix failed to 
maintain accurate books and records and failed to maintain  
adequate internal controls.221 As part of its settlement, Orthofix  
agreed to pay over USD $6 million in disgorgement and penal-
ties for its FCPA charges.222 

The DOJ and SEC also reached an agreement with another 
medical device company, Zimmer Biomet Holdings Inc., on 
January 12, 2017.223 According to regulators, Biomet “im-
properly record[ed] transactions with a known prohibited 
distributor in Brazil” after facing similar charges in 2012.224 
Biomet and its holding company entered into deferred pros-
ecution agreements and agreed to pay more than USD $30 
million in fines and disgorgement.225

In October 2016, Embraer S.A., a Brazilian aircraft manu-
facturer, agreed to pay a total of USD $250 million to DOJ 
and the SEC to resolve FCPA charges.226 According to the com-
pany’s admissions, Embraer paid bribes to government officials 
and falsified records to win contracts with governments around 
the world, including the Dominican Republic, Saudi Arabia,  
Mozambique, and India.227 In the Dominican Republic,  
Embraer employees paid approximately USD $3.52 million in 
bribes to a Dominican official to secure a USD $96 million 
defense contract.228 In Saudi Arabia, Embraer employees paid  
more than USD $1.5 million to an official to secure a purchase 
agreement for three new private jets.229 The official also modi-
fied the purchase agreement to specify new jets valued at USD 
$93 million total rather than used jets, increasing the contract’s 
value to Embraer.230 With DOJ’s assistance, Brazilian authori-
ties have charged 11 individuals and Saudi Arabia has charged 
two individuals.231

On March 1, 2016, Olympus Corporation of the Americas 
and Olympus Latin America Inc. entered into deferred pros-
ecution agreements to resolve civil claims and criminal charges 
stemming from a kickback scheme involving doctors and hos-
pitals in numerous countries including Brazil.232 The scheme 
generally involved providing doctors and officials with personal 
benefits in exchange for agreements to purchase Olympus de-
vices or agreements to not purchase competitors’ products.233 
Olympus Latin America provided benefits to doctors and of-
ficials through training centers, nominally to train health care 
providers, opened and operated by Olympus.234 In Brazil, 
Olympus carried out a general strategy to thwart a competi-
tor’s efforts to supply equipment to hospitals.235 This included, 

ery”—Odebrecht SA agreed to pay a USD $2.6 billion fine to 
settle charges brought jointly by Brazil, the United States, and 
Switzerland.204 The total penalty paid was divided between 
the U.S, Brazilian and Swiss authorities with the U.S and Swiss 
authorities each receiving 10 percent and Brazil the remaining 
80 percent.205 

Investigators also targeted Braskem, a petrochemical compa-
ny affiliated with Odebrecht and owned by both Odebrecht and 
Petrobras.206 Combined with settlements reached by Braskem, 
the total of the settlement agreements exceeds USD $3.5 billion, 
the “largest-ever global foreign bribery resolution.”207 Ode-
brecht paid nearly USD $788 million in bribes to government 
officials and political parties around the world.208 Braskem paid 
about USD $250 million into Odebrecht’s bribery system, part 
of which was used to bribe officials at Petrobras. The benefits 
that Braskem received, in the form of contracts and favorable 
legislation, resulted in profits over USD $465 million.209 

In the first coordinated FCPA enforcement action with Sin-
gapore, Keppel Offshore & Marine Ltd. (KOM) and its wholly 
owned subsidiary Keppel Offshore & Marine, USA Inc. (KOM 
USA) entered into a deferred prosecution agreement with the 
U.S. Department of Justice (DOJ) on December 22, 2017, fol-
lowing allegations that they participated in a scheme to make 
improper payments to Brazilian officials.210 It is alleged that 
from 2001 and 2014 KOM and KOM USA made approxi-
mately USD $55 million in improper payments to officials in 
Brazil at Petrobas, and other officials and political parties to 
obtain or retain business connected to 13 projects.211 As part 
of the deferred prosecution agreement the company agreed to 
pay a total monetary criminal penalty of USD $422 million, 
50 percent of which would go to Brazilian authorities.212

On December 20, 2016, Rolls-Royce entered into a deferred  
prosecution agreement with the U.S. Department of Justice 
and the U.S. Attorney’s Office for the Southern District of 
Ohio.213 From 2000 to 2013, employees of Rolls-Royce made 
payments to intermediary commercial advisors totaling over 
USD $35 million that they knew would be used to bribe for-
eign officials.214 Some of the commissions, totaling approxi-
mately USD $9 million, were paid as bribes by intermediaries 
to officials at Petrobras in exchange for equipment and service 
contracts.215 For example, a subsidiary of Rolls-Royce bid on 
two Petrobras offshore platform projects. While Petrobras 
initially disqualified Rolls-Royce’s bid for technical reasons, 
Petrobras re-opened the bidding process and allowed Rolls-
Royce to resubmit after an intermediary began negotiating 
directly with Petrobras officials.216 Petrobras awarded the two 
projects, and several subsequent projects, to Rolls-Royce after 
a month of negotiations.

Rolls-Royce agreed to pay the United States nearly USD 
$170 million as a criminal penalty as part of an USD $800 
million global resolution following investigations by the United 
States, United Kingdom, and Brazil.217 Earlier in 2016, inves-
tigators also found that Rolls-Royce had a connection to Julio 
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tigate USD $500,000 in payments that prosecutors believe 
ultimately went to an individual hired to obtain government 
permits.245 In the last quarter of 2017 Wal-Mart reported in an 
SEC filing that it had reserved USD $283 million for a potential 
FCPA settlement with the DOJ and the SEC.246 Wal-Mart re-
cently also announced that it has sold an 80 percent stock in its  
Brazilian unit to the private equity firm Advent International. 247

CONCLUSION
Brazil is currently locked in a battle between entrenched inter-
ests that benefit from the old way of conducting business and 
prosecutors and street demonstrators who are seeking to end 
its culture of corruption. Although prosecutors have scored 
major victories in recent years, the full impact of Brazil’s cor-
ruption scandals is still unclear. And the chaos of the upcom-
ing election has also added to the uncertainty and political 
instability within the country. In the upcoming years, the tug 
of war will continue between the legislature, the prosecutors, 
the president, business interests, and street demonstrators.

Given its history of corruption scandals, Brazil remains a 
challenging place for foreign companies to do business. With 
the Brazilian media and citizenry focused on corruption; with 
federal, state, and local prosecutors aggressively launching new 
corruption probes by the score; with tough anti-corruption laws 
recently enacted and new measures being debated; and with 
increased cooperation between Brazilian authorities and their 
U.S. and international counterparts, companies doing business 
in Brazil should be prepared for greater scrutiny and increased 
activity from government regulators, both in Brazil and abroad.

in part, bribing a health ministry official in exchange for being 
awarded an endoscopy equipment contract for a Brazilian hos-
pital.236 In total, Olympus agreed to pay USD $646 million to 
resolve its outstanding issues, including nearly USD $23 million 
by Olympus Latin America stemming from FCPA charges.237

On March 22, 2015, German engineering firm Bilfinger SE 
announced that it was investigating allegations that employees 
of its Brazilian subsidiary bribed public officials to win securi-
ty-related contracts in connection with the 2014 World Cup.238 
Bilfinger’s Mauell subsidiary provided traffic-flow monitors for 
security control centers at several of the World Cup stadiums.239 
The total value of the contracts for the security services was 
USD $6.5 million.240 At some time in 2014, Bilfinger was noti-
fied of potential violations in connection with the World Cup 
contracts; Bilfinger’s internal investigation substantiated the al-
legations.241 Bilfinger worked with Brazil’s Office of the Comp-
troller General to develop a plea deal admitting responsibility  
and paying back the money and fines later in 2015.242

And, in a long-running investigation, an internal investiga-
tion commenced by Wal-Mart in 2011 revealed that Wal-Mart’s  
Mexico unit paid USD $24 million in bribes to speed up licens-
ing and permitting for new stores. In late 2012, Wal-Mart dis-
closed in a regulatory filing that the investigation had spread 
from Mexico to other countries, including Brazil, India, and 
China.243 Although the disclosure did not mean Wal-Mart had 
concluded it had paid bribes in those countries, it did indicate 
that the company had found enough evidence to justify notify-
ing shareholders of the company’s concern about its business 
practices.244 In 2015, prosecutors travelled to Brazil to inves-
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Anti-corruption developments in

Colombia
OVERVIEW
Although the Colombian government has been generally ef-
fective in implementing anti-corruption reforms in hopes of 
achieving a more competitive investment climate, corruption 
continues to permeate the economy, government, and public 
contracting.1 Colombia’s economy continues to face significant  
challenges, largely due to falling oil prices resulting in declining  
Government revenues.2 In 2016, a decrease in oil revenue 
resulted in the Colombia’s total revenue dropping below 4  
percent of the federal budget, and it likely remained below this 
percentage in 2017 as well. 3 Despite an average real GDP growth 
of 4.7 percent over the preceding decade, 2017 growth fell to 
roughly 1.8 percent.4 In other ways, however, the economy  
has shown promise. The inflation rate has decreased from 7.5 
percent in 2016 to 4.3 percent in 2017, and this decrease is 
forecasted to continue under the leadership of the newly elect-
ed president, Iván Duque.5 

In February 2016, Standard & Poor (S&P) downgraded Co-
lombia’s long-term foreign currency sovereign credit rating to 
“BBB” with a negative outlook, primarily due to a decrease in 
oil revenue.6 S&P states that while a “BBB” score “exhibits ade-
quate protection parameters,” it is likely that the obligor nation’s  
capacity to meet its financial obligation will be weakened due 
to “adverse economic conditions or changing circumstances.”7 
The rating also reflects broader concern about Colombia’s 
counter-cyclical fiscal policy that over estimates oil revenue as a 
factor of national growth, which led S&P to project an increase 
in deficit as a percentage of GDP from 2016 forward.8

In December 2017, S&P lowered Colombia’s sovereign 
credit rating to a “BBB-,“ citing “weaker policy flexibility.”9 
S&P did, however, raise Colombia’s outlook from negative to 
stable due to its expectation that “established political insti-
tutions will contribute to economic stability” largely due to 
Duque’s victory in the presidential election.10 Fitch, which also 
changed its Colombia outlook to negative in 2016, upgraded 
the country’s position to stable and maintained its “BBB” credit  
rating in March 2017, citing the government’s fast response 
to changing economic conditions and its anticipated ability to 
reduce inflation throughout 2017.11 Notwithstanding Duque’s 
promise to lower corporate taxes, which will likely increase the 
national deficit, Fitch forecasts that Colombia’s rating is likely 
to remain stable since the debt burden is expected to stabilize.12 

Colombia’s former President Juan Manuel Santos, who 
served in office until President Duque formally assumed the pres-
idency on August 8, 2018, signed a tax reform bill in Decem-
ber 2016, which raised value-added tax from 16 to 19 percent  
on everything but food and medication.13 The reform bill 

aimed to offset lost revenue, which is key to maintaining an 
adequate investment-grade credit rating, and to funding the 
country’s anti-poverty programs.14 

Further inspiring hope in Colombia’s development potential 
is what appears to be a de-escalation of the country’s infamous 
and long-running conflicts with the FARC (Colombia’s Revo-
lutionary Armed Forces). In November 2016, the Colombian 
government signed a revised peace agreement with the FARC, 
which the Colombian Congress then ratified.15 Pursuant to the 
deal, the FARC disarmed and surrendered more than 7,000 
weapons to the United Nations, which certified the surrender 
at a June 27, 2017 peace ceremony.16 About 7,000 FARC rebels 
have been released from prison or granted amnesty in order to 
reintegrate into Colombian society.17 Economists predict that 
the peace deal will produce a medium-term boost in the Colom-
bian economy.18 President-elect Duque, however, instructed his 
allies within the Senate to slow the approval of a law that would 
affect one of the key conditions of the FARC peace agreement: 
to not require ex-guerillas to serve time for their wrongs.19

Recent legal developments seem to indicate that the gov-
ernment is sincere in its commitment to reduce corruption in 
Colombia. In the past several years, the Colombian govern-
ment has passed new anti-corruption laws and ratified an in-
ternational anti-corruption agreement. These are critical steps 
in a positive direction, given that security issues and corruption 
continue to pose a threat to Colombia’s economic growth and 
investor confidence.20

Despite hopeful signs, Colombia has room for further im-
provements. Activists continue to point to the weaknesses in 
Colombia’s anti-corruption framework and recent high-profile 
corruption scandals, which highlight the challenges Colombia 
has yet to overcome.

CORRUPTION IN COLOMBIA
Global Indicators 
Every year, Transparency International, an international orga-
nization dedicated to eliminating corruption, ranks countries’ 
efforts to fight corruption via its Corruption Perceptions Index 
(CPI).21 In the 2017 report, Colombia tied Brazil, Indonesia, 
Panama, Peru, Thailand, and Zambia for 96th on the list out of 
180 countries, six places lower than its ranking in 2016.22 In its 
2017–18 Global Competitiveness Report, the World Economic 
Forum gave Colombia an overall Global Competitiveness rank-
ing of 66th out of 137 countries, a lower ranking than its place in 
the 2016 report.23 In the category for “irregular payments and 
bribes” in its institutions, it received a rank of 96th.24 Signifi-
cantly, the survey’s participants listed corruption as the “[m]ost 
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problematic factor for doing business” in Colombia, flagging 
that for the country to grow economically and draw more inves-
tors, it must act more drastically than it has in the recent past 
with respect to its anti-corruption policies in place.25 

Analysts, therefore, should pay close attention to the anti-
corruption referendum that will go into effect in August 2018 
to determine whether these efforts are strong enough to make 
a real difference in doing business in Colombia.26 The referen-
dum will ask Colombians to vote on whether seven proposals 
purporting to curb corruption should be passed.27 

Self-Scoring 
According to a 2016 survey of business executives and in-house 
counsel in Latin American countries, over 70 percent of Colom-
bian respondents perceived significant corruption in the coun-
try’s legislature, judiciary, police, and local governments.28 Over 
60 percent of Colombian respondents perceived significant cor-
ruption in the country’s executive branch, customs enforcement, 
and municipal and local political parties.29 Over 50 percent of 
Colombian respondents perceived significant corruption in Co-
lombia’s state-owned companies.30 Additionally, over 70 percent 
of respondents rated corruption as a significant or occasional 
obstacle to doing business in Colombia, while a mere 17 percent 
believe that Colombia’s anti-corruption laws are effective.31 

Nevertheless, there are promising signs for anti-corruption 
efforts in Colombia in the survey responses. For instance, 87 
percent of respondents reported that they are familiar with the 
Foreign Corrupt Practices Act (FCPA), which ranks among the 
highest familiarization rates in Latin America alongside Peru, 
Brazil, and Mexico.32 Moreover, 68 percent of respondents said 
they are aware of at least one prosecution for making or receiv-
ing an improper payment, and 63 percent believe an offender is 
likely to be prosecuted locally.33

Corruption is also a salient part of civilian life. In a 2017 
report, 30 percent of Colombians admitted to bribing a mem-
ber of a service provider when accessing basic services.34 The 
survey, which was conducted by Transparency International, 
defines “service provider” as “a teacher or school official; a 
health worker or clinic or hospital staff; a government official 
. . .; a police officer; or a judge or court official[.]”35 The survey 
found that Colombian respondents perceived their police as 
“highly corrupt” and expressed serious discontent regarding 
governmental efforts to address corruption.36

Investment Potential
Widespread corruption in Colombia has damaged Colombia’s 
image within the international business community. A 2016 
World Economic Forum survey of business executives from 141 
economies found that Colombian executives believed corruption 
was the most problematic factor for doing business in their coun-
try.37 Despite this, Colombia boasts relatively strong foreign di-
rect investment (FDI) numbers for its region. While Colombia’s 
FDI had been trending downward for several years due largely to 

a decline in global oil markets, the country saw a strong increase 
in FDI of 16 percent to USD $14 billion in 2016.38 This is in spite 
of a 14 percent decline in 2016 oil sector FDI,39 which follows a 
66 percent decline in the same sector in 2015 and an overall FDI 
decline of 25.8 percent to USD $12.1 billion, the largest reduc-
tion among the top five Latin American FDI recipients in 2015.40

In 2017, foreign investment in Colombia increased by 
5 percent, with the key reasons for the increase being the  
recovery in oil prices, infrastructure investment, and rising 
domestic demand.41 Investment in Colombia’s oil sector in-
creased by a whopping 45 percent, resulting in a total invest-
ment amount of USD $3.5 billion, and the transportation, stor-
age, and telecommunication industries also enjoyed increased  
foreign investment.42

CURRENT ENFORCEMENT REGIME
Foreign Treaties
In addition to signing and ratifying the United Nations Con-
vention against Corruption (UNCAC) and adopting the Inter-
American Convention against Corruption (ICAC), Colombia 
has adopted the OECD Convention on Combating Bribery 
of Foreign Public Officials in International Business Transac-
tions (OECD Anti-Bribery Convention) and is a member of 
the OECD Anti-Bribery Committee.43 Colombia’s adoption 
of these international agreements created obligations to enact 
legislation proscribing different corruption-related activities, 
and the passage of Law 1778 of 2016 (discussed below) helps 
Colombia satisfy these treaty obligations.

Federal Anti-Corruption Statutes 
The Colombian government’s actions over the past several 
years, including the passage of new anti-corruption laws, sug-
gest that it is committed to reducing corruption. The Colombi-
an Anti-Corruption Act of 2011 criminalizes extortion, active 
and passive bribery, foreign bribery, political corruption, trad-
ing with confidential state information and money laundering, 
and establishes administrative, criminal, and fiscal sanctions, 
in addition to creating new agencies to tackle corruption.44

Procedurally, the Act reforms the governmental anti-cor-
ruption agency, reforms the rules governing lobbying activities 
in Congress, and enacts a more effective anti-corruption penal 
process.45 In addition to the Anti-Corruption Act of 2011, out-
going President Santos’s administration created a new anti-
corruption office in the presidency.46 The Secretary of Trans-
parency identifies or highlights the methodology needed to 
design and follow strategies for fighting against corruption.47

In February 2016, the Colombian Congress passed Law 
1778.48 Pursuant to the OECD Anti-Bribery Convention,  
this statute, which amends and builds upon existing laws  
such as the 2011 Act, is aimed at preventing local and extra-
national bribery of public officials by Colombian companies 
and their subsidiaries.49 Law 1778 extends liability to enti-
ties that have been spun off from parent entities or otherwise  
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disposed of in merger processes.50

Law 1778 creates both administrative liability and criminal 
liability for persons or entities that engage in prohibited behav-
ior.51 If a corporation is found to have engaged in behavior pro-
hibited under Law 1778, the entity can face stiff financial pen-
alties (with potential fine liability of up to USD $45 million).52 
Corporations violating Law 1778 can also be barred from  
contracting with the Colombian government for up to 20 years 
and can lose access to government subsidies for five years.53 
For individuals who violate Law 1778, the punishments are 
similarly potent: those in violation of Law 1778 can face up 
to nine years in prison and be subject to monetary penalties.54

Outgoing President Santos’s administration passed a reg-
ulation in September 2017 that establishes the functions of 
the Regional Morality Commission with respect to the fight 
against corruption.55 The principle objectives of the regulation 
are to prioritize addressing corruption scandals that have a 
regional impact, to coordinate with other regional authorities, 
to promote the participation of citizens in fighting corruption 
through attending to complaints, and to provide more clarity 
by publishing biannual reports, among others.56

Colombia’s anti-corruption efforts are continually under  
development. On June 19, 2018, Colombia’s Senate rati-
fied a proposal for a referendum aimed at reducing corrup-
tion within the Colombian Congress.57 On August 26, 2018,  
Colombian citizens will vote “yes” or “no” to the seven points 
of the referendum: (1) reduce the salary of congressional repre-
sentatives and top governmental officials; (2) incarcerate those 
who have corruptly contracted with the state, and prohibit 
them from doing so again; (3) require transparent government 
contracting throughout the entire country; (4) involve citizen 
participation in the budget formation; (5) require congres-
sional representatives to publish their attendance and voting 
practices; (6) make public the illegal properties and income of 
elected politicians, and seize them; and (7) limit congressional 
representatives to three terms.58 This referendum marks a sig-
nificant step forward in the fight against corruption since the 
legislative branch of Colombia is considered as “the country’s 
most corrupt public institution[.]”59

COLOMBIA’S FEDERAL CRIMINAL LAWS
In Colombia, it is a criminal offense to bribe a public official in 
order to obtain or retain business.60 Violators may be subject to 
fines of up to USD $30,000, three to six years’ imprisonment, a 
ban from executing contracts with the government for a period 
equal to the years of imprisonment, and a ban from running for 
public office for a period equal to the years of imprisonment.61

It is also a criminal offense to bribe a public official in con-
nection with a matter that the official is reviewing.62 Offenders 
are subject to the fines above, as well as four to six years of 
prison.63 This latter law is meant to prevent corruption relat-
ing to Colombia’s natural resources and infrastructure boom. 
Most large-scale projects are subject to a formal governmental 

bid review process with the goal of allocating projects to the 
most competent and competitively priced bidders.

Beyond the legal framework itself, the Colombian govern-
ment also appears to be more responsive to reports of corrup-
tion in recent years, actively supporting exposure of high-level 
corruption within its political ranks.64

CORRUPTION CHALLENGES PERSIST
Although the Anti-Corruption Act went into effect in 2011,  
Colombia’s recent reforms have not curbed corruption.65 In 
2012, Colombia received its worst Transparency International 
CPI score in a decade, going from a ranking of 57th in 2002 to 94th 
in 2012.66 Its ranking later improved, moving from 94th in 2013 
to 83rd in 2015, yet worsened again to 90th in 2016.67 In 2017,  
Colombia’s ranking worsened further to 96th, suggesting that the 
anti-corruption measures taken have done little to improve the 
outlook of the expert individuals that participate in the survey.68 
Colombia continues to face several structural anti-corruption 
challenges, including “the collusion of the public and private 
sectors, clientelism, and policy capture by organized crime, lack 
of state control and weak service delivery in remote areas of the 
country, and the inefficiency of the criminal justice system.”69

Nor is Colombia taking full advantage of its partnerships 
with international organizations that could assist the govern-
ment in addressing its national corruption issues. For example,  
the World Bank regularly partners with corruption-prone coun-
tries to implement projects that emphasize improving internal 
organizational integrity and strengthening anti-corruption  
controls.70 In a critical missed opportunity, Colombia has not 
tapped this support despite funding of many projects in cor-
ruption-prone sectors, such as transportation and large-scale 
infrastructure projects.71

In more encouraging news, however, the United Nations  
Office on Drugs and Crime and the business-led Global Compact  
Local Network in Colombia recently announced a partnership 
aimed at reducing corruption.72 The initiative intends to bring 
together companies, government offices, and business federa-
tions to enhance public-private sector dialogue and to strengthen 
the government’s anti-corruption framework and legislation.73 

The recent presidential election will likely result in further 
change on the anti-corruption front, although how this change 
will manifest is still not entirely clear. Colombia elected Iván 
Duque, a right-wing senator, as its new president on June 17, 
2018.74 Duque announced his backing of the anti-corruption 
referendum set for an August 26, 2018 approval, and he has 
stated that a united Colombia must bring corruption to a de-
finitive defeat throughout the entire nation.75 Beyond these 
generalities, however, Duque has said little that truly reveals 
how he will manage corruption in Colombia. During the cam-
paign, Duque stressed his “pro-business” stance and promised 
to cut corporate taxes, despite the potential adverse effect of 
widening the country’s deficit.76 Duque also plans to “support 
oil and mining projects to spur growth,” which is tantamount 
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ing to government contracting in recent years. In early 2017, 
Colombia’s Comptroller, Eduardo Maya, announced the be-
ginning of an investigation into contracts awarded as part of 
the modernization and expansion of the Cartagena Refinery, 
also called Reficar.89 The investigation into the refinery seeks 
to determine whether double and triple payments were made 
on several contracts exceeding USD $1 billion each.90 The 
project was budgeted to cost a total of USD $3.3 billion but 
eventually cost more than USD $8 billion by its completion.91

The scandals, however, are not limited to commercial or po-
litical gains. In 2011, 12 staff members from the Office of Taxa-
tion and Customs were arrested for allegedly plotting to embez-
zle billions of dollars in public funds between 2004 and 2009.92

The national police force has also come under scrutiny for 
illicit activity. In December 2015, multiple current and former 
members of Colombian security forces were arrested in Bogotá 
for their involvement in trafficking arms to Colombian para-
military forces.93 Former police general Mauricio Santoyo, who 
served as former President Alvaro Uribe’s security chief, was 
convicted in the United States for tipping off paramilitary groups 
ahead of U.S. drug enforcement raids in exchange for money.94

In early 2016, a scandal involving a male prostitution ring 
operating in the training academy of the Colombian national 
police came to light.95 Between 2004 and 2008, cadets in the 
police training academy engaged in prostitution activity with 
many Colombian police officials, and politicians.96 This scan-
dal, referred to as the “Fellowship of the Ring,” has led to the 
resignation of the chief of police and allegations by a promi-
nent Colombian journalist that outgoing President Santos’s of-
fice was involved in her firing after she resurrected the scandal 
in February 2016.97

One of Colombia’s most recent corruption scandals involves 
Luis Gustavo Moreno Morales, the ex-National Director of 
Anti-Corruption in Colombia. In June 2018, Morales was 
charged in the United States District Court for the Southern 
District of Florida for conspiracy to launder money in further-
ance of foreign bribery.98 The complaint alleges that Moreno 
Morales offered a “cooperating source of information” (CS), 
who had an investigation against him in Colombia, copies of 
sworn statements from cooperators that had testified against 
him in exchange for 100 million Colombian pesos (roughly 
USD $34,797).99 When Moreno and an attorney working with 
him, who was also charged in the same complaint, travelled to 
Miami to collect a USD $10,000 deposit of the bribe money, 
they told the CS that they could “inundate [the CS’s] prosecu-
tors with work so that they would be unable to focus on the 
CS’s investigation.”100 For this extra service, Moreno requested 
400 million Colombian pesos (roughly USD $139,180)101 with 
an additional USD $30,000 before he left Miami.102 

Subsequently, Colombian prosecutors began investigations 
regarding the “Cartel de la toga,” a group that offers to help 
slow criminal proceedings, for allegedly working with the media 
to restore credibility to witnesses and tampering with evidence 

to Colombia’s economic growth as oil represents 35 percent of 
Colombia’s export earnings.77 Duque’s most salient platform, 
however, is his discontent with the FARC peace agreement, 
which allowed many FARC members to avoid going to prison 
despite the crimes they committed.78 Duque hopes to revise 
parts of the agreement so that FARC members with criminal 
pasts serve time for their offenses.79 

RECENT MAJOR SCANDALS
Widespread corruption in public procurement and the na-
tional police are common threads across most of the recent 
Colombian scandals. When viewed altogether, however, there 
are many different ways that corruption weaves itself into the 
Colombian national fabric.

In 2009, the Attorney General’s Office in Colombia (FGN) 
led an investigation that highlights the role political contribu-
tions play in the everyday life of the elite. The FGN inves-
tigated the distribution of USD $113 million in public farm 
subsidies made over three years to wealthy families with no 
ties to the agricultural sector.80 Many of these families made 
large contributions to then-President Uribe’s re-election cam-
paign.81 Some accusers claimed that the funds also ended up 
in the hands of right-wing paramilitary groups and drug traf-
fickers.82 Several of those connected to the scandal were subse-
quently tried on corruption charges.83

It is not just individuals, however, that receive benefits for 
campaign contributions; private companies also reap illegal 
benefits from political relationships. In February 2017, top 
Colombian prosecutor Nelson Martinez announced an inves-
tigation into USD $1 million in campaign funds allegedly do-
nated to outgoing President Santos’s 2014 reelection campaign 
by a third party on behalf of Brazilian construction company 
Odebrecht.84 The scope of Colombian involvement in the Ode-
brecht schemes is discussed below.

Other corruption scandals involve classic arrangements 
between private companies and government entities for con-
tract advancement. In 2010, an independent investigation 
commissioned by the Colombian government determined that 
two Spanish companies bribed INCO employees in an attempt 
to obtain preferential treatment in a tender to develop a cen-
tral railway system.85 After the investigation became public, 
INCO cancelled the tender.86 Some praised the government’s 
commitment to transparency and its desire to root out corrup-
tion as demonstrated by its support of the independent study 
into the bribery allegations.87 

Another culprit of corrupt contract advancement is the 
Colombian military. In early 2014, outgoing President Santos 
ordered a full investigation into a military corruption scandal. 
Media outlets alleged, with taped conversations as proof, that 
generals and other senior officials in the Colombian military had 
taken bribes in awarding contracts throughout 2012 and 2013, 
sometimes as much as 50 percent of the contract amount.88

Enforcement authorities have identified similar issues relat-
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sidiary Braskem S.A. pleaded guilty to engaging in a bribery 
scheme for more than a decade and paying approximately USD 
$788 million in bribes to government officials in countries on 
three continents.116 Odebrecht agreed to pay a total of USD 
$2.6 billion in plea agreements with Brazilian, American, and 
Swiss agencies, with 80 percent of the payment going to Bra-
zilian authorities and 10 percent each to American and Swiss 
authorities.117 In related proceedings, Braskem agreed to pay 
a total of USD $957 million in penalties to Brazilian, Swiss, 
and American enforcement agencies, with 70 percent paid 
to the Brazilian authorities and 15 percent each to American 
and Swiss authorities.118 Odebrecht had originally agreed to a 
penalty of USD $4.2 billion, but that sum was lowered upon 
further analysis of what the company was able to pay.119 In 
April 2017, the DOJ announced that it would accept USD $93 
million from Odebrecht instead of the USD $117 million origi-
nally contemplated by the company and the Department.120

Odebrecht paid roughly USD $788 million in bribes “to  
illegally secure projects” in 12 countries around the world, 
including Colombia.121 In August 2017, outgoing President 
Santos and several former ministers revealed during testimony 
compelled by the Colombian Supreme Court that Odebrecht 
offered over USD $27 million to the Colombian government in 
exchange for road infrastructure contracts within Colombia.122  
The same testimony confirmed that Santos’s 2010 and 2014 
presidential campaigns received financial support from  
Odebrecht.123 The scandal also involved the former Vice  
Minister of Transportation, Gabriel Garcia Morales, who was 
sentenced to five years in prison in December 2017 for accept-
ing millions of dollars in bribes from Odebrecht in return for 
helping it win a road construction contract worth more than 
USD $1 billion.124 While some bribes were specifically made 
in order to secure contracts with Petrobras, a Brazilian state-
owned oil company, others were made to political parties at all 
levels in Brazil in order to retain transportation contracts.125 
Colombia represents just one of many Latin American coun-
tries with leaders implicated in the Odebrecht scandal; other 
leaders swept up in the scandal include the presidents of Brazil 
and Peru and top officials in the Dominican Republic.126

Olympus
On March 1, 2016, the DOJ announced that Olympus Corpo-
ration of the Americas, a medical device company that is the 
largest distributor of endoscopes in the United States, would 
pay USD $646 million in penalties for making illegal payments 
to doctors and hospitals in the United States and in Latin 
America.127 This amount includes a USD $22.8 million crimi-
nal FCPA penalty to be paid by Olympus Latin America.128 
Olympus Latin America also entered into a three-year deferred 
prosecution agreement, which included enhanced compliance 
obligations and monitoring.129 The payments at issue were 
made between 2006 and 2011 in seven Latin American coun-
tries, including Colombia.130 The payments totaled about USD 

in exchange for money.103 The clients the group seeks out are pol-
iticians, often congressional representatives or governors with 
investigations, informations, or criminal proceedings against 
them.104 The fact that Colombian prosecutors are dutifully car-
rying out these corruption charges offers hope that the country is 
serious about changing its enforcement of corruption.

Nule Group
In 2011, Colombia’s prosecutor general charged all three di-
rectors of the Nule Group, a Colombian construction con-
glomerate, with embezzlement for their part in the fraudulent 
awarding of public works contracts in Bogotá.105 The scandal 
also implicated public officials. The prosecutor general alleged 
that two brothers—a Colombian senator and the mayor of 
Bogotá—had forced the Nule Group to pay 6 percent commis-
sion in order to receive contracts for public works.106 The Nule 
Group directors ultimately pleaded guilty in exchange for re-
duced prison sentences; they were sentenced to seven years in 
jail and USD $5.2 million in fines, while a business partner 
was sentenced to six years in jail and USD $4.1 million in 
fines.107 In addition, two other implicated state officials were 
barred from public office for 15 and 20 years each.108 In 2012, 
one of these state officials pleaded guilty to accepting more 
than USD $275 million in bribes and was sentenced to eight 
years and four months in prison.109

Two years later, a twist emerged in the Nule Group saga. 
In June 2013, investigators linked Andres Gonzalez, Colom-
bia’s ambassador to the Organization of American States, to a 
case involving the corrupt “contract carousel,” in which major  
bribes to politicians and administration officials resulted in 
grants of large public works.110 Gonzalez allegedly took USD 
$250,000 in bribes to fund his successful 2007 political cam-
paign to become governor of Cundinamarca (whose capital is 
Bogotá).111 Multiple Colombian politicians have been investi-
gated for allegedly taking part in a USD $500 million embez-
zlement scheme that involved receiving kickbacks for awarding 
public contracts to private contractors.112 Former Senator Iván 
Moreno was sentenced to 14 years in prison for extortion, ped-
dling influence, and signing contracts illegally.113 His brother, 
former Bogotá Mayor Samuel Moreno, was sentenced to 18 
years for quid pro quo dealings with Nule.114

RECENT UNITED STATES ENFORCEMENT EFFORTS
In addition to domestic enforcement activities and the U.S. 
prosecution of Santoyo,115 U.S. agencies have undertaken 
notable anti-corruption and general law enforcement efforts 
against companies based in or operating in Colombia. The fol-
lowing recent cases highlight these efforts.

Odebrecht
In what the U.S. Department of Justice (DOJ) referred to as the 
“largest foreign bribery case in history,” in December 2016, 
Brazilian construction corporation Odebrecht S.A. and its sub-
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Commission (SEC) instituted an administrative proceeding 
against Alere, Inc. (Alere), a medical manufacturer based in 
Massachusetts.141 The SEC’s order stated that Alere’s subsid-
iaries in Colombia and India made it a practice to make il-
legal payments to officials of government agencies or entities 
under governmental control in an attempt to obtain or retain 
business.142 The subsidiaries made these payments indirectly 
through distributors and consultants.143 Alere lacked necessary  
internal controls to prevent these sorts of payments, and 
Alere did not properly record the payments in its books and  
records.144 More specifically, Alere Colombia paid roughly 
USD $275,000 over several years to a management-level em-
ployee at a health care entity under control of the Colombian 
government.145 Alere ultimately settled with the SEC on Sep-
tember 28, 2017.146 The settlement agreement required Alere 
to “cease and desist violations of the FCPA and other secu-
rities provisions” and to pay a penalty of roughly USD $13 
million.147 

CONCLUSION
Colombia will need to tackle corruption comprehensively and 
forcefully if it is to shake off the culture of impunity that has 
come to be seen as the natural way of doing business in Co-
lombia. As recent major scandals show, public procurement in 
Colombia is especially non-transparent and calls for immedi-
ate remedial measures. Recent legal institutional reforms put 
forth by the government of outgoing President Santos signal a 
commitment to fighting corruption, and president-elect Duque 
appears to mirror this commitment,148 but law enforcement 
and the judiciary must enforce these reforms if Colombia is to 
realize its true development and investment potential. 

$3 million and resulted in over USD $7.5 million of profits.131

PetroTiger
On January 6, 2014, the DOJ announced that two former 
CEOs of PetroTiger Ltd., a British petroleum company with op-
erations in Colombia and offices in New Jersey, pleaded guilty 
to fraud, money laundering, and FCPA-related offenses.132  
The company’s former general counsel, Gregory Weisman, 
also pleaded guilty to fraud and bribery and was subsequently 
sentenced to two years of probation.133 The defendants alleg-
edly bribed an official at Ecopetrol S.A., Colombia’s state-
controlled oil company, to win a services contract worth USD 
$39 million.134 The scheme helped PetroTiger secure the deal, 
netting the company USD $3.5 million in the process.135 The 
defendants allegedly made at least four payments in 2010 
from PetroTiger’s bank account in the United States to the 
official’s bank account in Colombia, totaling approximately 
USD $333,500.136 The defendants were also charged with at-
tempting to secure kickbacks for an acquisition of another 
company on behalf of PetroTiger.137 Less than a month later, 
one of the co-CEOs, Knut Hammarskjold, pleaded guilty 
and was subsequently sentenced to two years of supervised 
release.138 The other co-CEO, Joseph Sigelman, went to trial 
but pleaded guilty during the third week and was sentenced 
to three years of probation.139 In its announcement regarding 
Sigelman’s plea, the DOJ stated that it declined to prosecute 
PetroTiger due to its “voluntary disclosure, cooperation, and 
remediation, among other factors.”140

Alere, Inc.
On September 28, 2017, the U.S. Securities and Exchange 
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Anti-corruption developments in

Costa Rica
OVERVIEW
Costa Rica is a Central American nation noted for its demo-
cratic development, low poverty rate, job opportunities, and 
social programs.1 Its gross GDP is USD $80 billion and has  
experienced 3.7 percent growth over the past year.2 Costa Rica 
has been stable since the late nineteenth century except for two 
brief periods of violence;3 and is referred to as “the Switzerland 
of Central America” given its lack of a standing army.4 

Costa Ricans have a high standard of living bolstered by 
sustained social spending at almost 20 percent of GDP annu-
ally.5 Foreign trade has also been strong in recent years. Costa 
Rica’s 2016 exports amounted to over USD $10.55 billion.6 
Costa Rica’s main exports remain bananas, coffee, sugar and 
beef, as well as medical devices.7

Foreign investors are lured by Costa Rica’s political stabil-
ity, high education levels, and the incentives that attach to free 
trade zones.8 Costa Rica continues to boast some of the highest 
levels of foreign direct investment per capita in Latin America.9 
Foreign direct investment has risen from USD $409 million in 
200010 to USD $2.85 billion in 2015.11 These high levels of 
foreign direct investment are supported by Costa Rica’s proac-
tive attempts to court investment. For example, Costa Rica is 
a signatory to the Dominican Republic-Central America Free 
Trade Agreement (CAFTA-DR), the Free Trade Agreement  
Between the European Free Trade Association and the Central 
American States, and a free trade agreement with China.12

Foreign direct investment is also encouraged through incen-
tive programs. Firms that qualify for Free Trade Zone status  
are exempt from virtually all taxes for eight years and then 
are taxed at a reduced rate thereafter.13 Conversely, failure to 
qualify for tax exemptions may subject foreign investors to 
paying total taxes that amount to 58 percent of profit.14

As discussed below, consistent with its overall stability, 
Costa Rica has experienced relatively little corrupt activity 
in recent years and scores highly on independent studies of 
corruption. Nevertheless, scandals have occurred in both the 
public and private sectors. One estimate quotes that the Costa 
Rican government has lost USD $112 million due to corrup-
tion over the past 15 years.15

CORRUPTION IN COSTA RICA
Global Indicators
International indicators, such as Transparency International’s 
Corruption Perceptions Index (CPI), rank Costa Rica as at a 
relatively lower risk for corruption. The CPI indicates a coun-
try’s perceived level of susceptibility to bribery and corruption 
by assigning it a score on a scale from 0 (highly corrupt) to 

100 (very clean).16 In 2017, Costa Rica received a score of 59,  
making it the 38th least corrupt nation out of the 180 countries 
surveyed.17 Costa Rica has annually ascended in the rankings 
since 2014.18

Other studies support Transparency International’s conclu-
sion that Costa Rica is one of the least corrupt countries in 
the world. For example, the most recent World Bank Enter-
prise Survey found that Costa Rica is generally less corrupt 
than the average Latin American or Caribbean country.19  
The survey reveals that only 8.7 percent of the 538 firms sur-
veyed reported receiving at least one bribe payment request 
in Costa Rica.20 In contrast, 10.4 percent of firms reported 
receiving at least one bribe payment request in Latin America 
and the Caribbean.21 The Survey also reveals that only 7.2 per-
cent of surveyed firms expected to give gifts to public officials 
in order to secure government contracts in Costa Rica, while 
20.9 percent of firms expected to give gifts in order to secure 
government contracts in Latin America and the Caribbean.22 

The Heritage Foundation,23 however, has disagreed with 
Transparency International’s conclusion that Costa Rica is 
one of the world’s least corrupt countries. In its annually re-
leased Economic Freedom Index, the foundation noted that 
Costa Rica has improved its “fiscal health, monetary free-
dom, and property rights,” but that “corruption remains a 
nagging issue.”24 

Additionally, despite the low levels of corruption found by 
some international surveys in Costa Rica, there is a local per-
ception amongst Ticos25 that underhanded behavior is wide-
spread. In a 2017 study of corruption in Latin America and 
the Caribbean, Transparency International surveyed Ticos to 
understand their perceptions of and experiences with corrup-
tion. Of those surveyed, 65 percent of Costa Ricans believe 
that the level of corruption in their country has increased.26 
Another 59 percent of Costa Ricans believe the government 
is managing corruption poorly, while 28 percent believe the 
government manages corruption well.27 Lastly, 24 percent of 
Costa Ricans report that they have paid a bribe, given a gift, 
or provided a favor to obtain public services.28 

Poor public perception may be the result of both past and 
present political scandal. In 2004, two former Costa Rican 
presidents, Rafael Ángel Calderón29 and Miguel Ángel Rodrí-
guez,30 were charged with accepting bribes. Public corruption 
is also an issue that has garnered attention during Costa Ri-
ca’s current presidential election. Costa Rican President Luis 
Guillermo Solís won his presidency by promising to curb cor-
ruption,31 but now faces his own corruption scandal involving 
cement contracts.32 Until 2015, two international companies,  
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Cemex and Holcim, had a duopoly on the production of  
cement in Costa Rica due to prohibitive legislation that pre-
vented the importation of cement into the country that is over 
45 days from the date of fabrication.33 This law was enacted 
to ensure building integrity. However, it was subsequently 
amended after the Ministry of Economy received a report that 
the Chinese concrete, recommended by Costa Rican business-
man Juan Carlos Bolaños, did not pose any building integ-
rity issues despite its extended fabrication date.34 Mr. Bolaños  
created a corporation named Sincocem to import this Chinese 
concrete and sought a USD $30 million loan to accomplish the 
task. The Special Commission trusted with monitoring state 
banks and transfers was alerted to various inconsistencies in 
regards to the loan,35 including the fact that the cement itself 
was the only guaranty for the loan.36 The Special Commission 
issued a report after a four-month investigation. The report 
states that President Solís, through a series of meetings, pres-
sured several government officials and several key employees 
at the Bank of Costa Rica (BCR) into bypassing normal ap-
proval procedures to fast track Mr. Bolaños’ loan and the 
importation of the cement.37 The report further alleges that 
President Solís was paid off by Mr. Bolaños and requests that 
the Ethics Office further investigate the matter.38 In turn, the 
Legislative Assembly created a commission to investigate the 
matter and issued a report that criticizes President Solís for 
failing to sanction the BCR employees involved in the loan 
approval despite abundant evidence.39 No sanctions or crimi-
nal actions have occurred to date, but the former president of 
BCR’s board and the general manager have resigned.40 

CURRENT ENFORCEMENT REGIME
Anti-Corruption Statutes and Treaties
The Law Against Corruption and Public Illicit Enrichment, 
Law No. 8422 (Law Against Corruption) was enacted in 
200441 and is Costa Rica’s most comprehensive legislative 
initiative that deals with corruption.42 The statute makes it a 
crime to offer or provide a foreign official any gift, payment, 
or undue advantage to influence an official to act or delay or 
refrain from acting in relation to the performance of official 
duties, to influence another official, or to perform an act con-
trary to his or her duties.43 It is also criminal for a foreign offi-
cial to accept or receive a gift, payment, or undue advantage.44 
For example, it is illegal for Costa Rican public officials to 
embezzle public funds and offer government contracts in ex-
change for bribes.45 The Law Against Corruption also creates 
reporting obligations for public officials receiving gifts and 
empowers multiple agencies to deal with corrupt activity.46

The Law Against Corruption punishes any natural person47  
that is an official who receives any inducement in connection 
with his or her public function with imprisonment of two to 
eight years.48 In contrast, legal persons49 are typically pun-
ished with administrative sanctions that approximately range 
between USD $16,362 and USD $818,077.50 A natural or  

legal person is criminally liable when the crime is perpetrated 
within Costa Rica’s territory51 and extraterritorially when the 
crime is perpetrated by a Costa Rican citizen.52 

As it relates to treatises, Costa Rica is a signatory to several  
international and regional treaties that impose obligations on 
the Costa Rican government to combat corruption. Costa Rica 
has followed the Inter-American Convention against Corrup-
tion (IACC) since 1996.53 The IACC calls for signatories to 
ban the solicitation and acceptance of inducements by govern-
ment officials and promotes cooperation in prosecuting these 
acts by creating joint investigative obligations and extradition 
protocols for persons accused of engaging in banned con-
duct.54 Costa Rica is also a signatory to the UN Convention 
against Corruption (Convention). The Convention prohibits 
the bribing of national and foreign public officials, laundering  
bribery proceeds, and obstructing justice.55 Lastly, Costa Rica 
is party to CAFTA-DR, which seeks to promote stronger trade 
and investment ties, prosperity, and stability.56 CAFTA-DR 
requires each signatory to establish anti-corruption laws that 
punish public officials for soliciting or accepting bribes, per-
sons subject to a signatory’s jurisdiction for offering or grant-
ing bribes, as well as those who aid and abet corrupt activi-
ties.57 Costa Rica is thus bound by each agreement’s respective 
anti-corruption provisions.58 

Prosecutors and Agencies
Four government agencies, (i) the Office of the Comptroller 
General, (ii) the Office of the Ombudsman, (iii) Probity, Trans-
parency, and Anticorruption Prosecution Unit of the Public 
Prosecution Service, and (iv) the Office of Public Ethics, are 
responsible for enforcing Costa Rica’s anti-corruption laws. 

The Office of the Comptroller General of the Republic is 
the constitutional organ of the state charged with control and 
oversight of government finances.59 In particular, the Comp-
troller General has four main functions: (1) to oversee the 
execution and liquidation of regular and special budgets; (2) 
examine, approve, or disapprove the budgets of municipalities 
and autonomous institutions; (3) submit an annual report to 
the legislative assembly on how to better manage public funds; 
and (4) examine, comment, and close accounts.60 However, a 
lack of human and financial resources limits the Comptroller  
General’s ability to execute its anti-corruption duties.61 For 
example, an audit report noted that 37 Comptroller General 
officials are responsible for verifying approximately 15,000 
sworn statements every year.62

The Office of the Ombudsman is charged with protecting 
the consuming public by ensuring that public officials do not  
engage in unfair, unlawful, or immoral conduct and to make the 
public aware of their rights.63 The Ombudsman is seated within 
the legislative branch but enjoys independent decision-mak-
ing authority.64 Due to a lack of coordination with the Public  
Prosecution Service (discussed below), the Ombudsman has 
referred relatively few anti-corruption cases for enforcement.65
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The Probity, Transparency, and Anticorruption Prosecu-
tion Unit of the Public Prosecution Service (Unit) investigates 
and prosecutes “the most serious corruption offenses involving  
public servants and private individuals, as well as cases in which 
the accused is a judicial official.”66 Although 20 prosecutors 
were initially earmarked for the Unit, budgetary restrictions 
cut that number to 15.67 Further, the Unit uses investigators 
who work for several branches of the Public Prosecution Office  
at once, instead of specially trained anti-corruption investiga-
tors.68 The aforementioned staffing constraints are likely the 
reasons the Unit has not prosecuted more cases. For example, 
75 percent of the cases the Unit received were either reject-
ed or resulted in an acquittal in 2011, while only 10 percent  
of the received cases resulted in indictments.69

The Office of Public Ethics (OPE), part of the Attorney Gen-
eral of the Republic, is responsible for combating corruption 
and increasing ethics and transparency through administrative 
actions.70 The OPE has jurisdiction over state officials and pri-
vate citizens who “administer public property or funds; receive 
benefits arising from subsidiaries or incentives with public 
funds; or otherwise participate in a criminal offense committed 
by a civil servant.”71 The OPE is also understaffed, and as such, 
prosecutes only a few high profile corruption lawsuits instead 
of pursing a diversity of anti-corruption activities.”72

Costa Rica has also taken a collaborative approach to resolv-
ing corruption. As of May 2017, Costa Rica acceded to the 
Convention on Combating Bribery of Foreign Public Officials 
in International Business Transactions73 and was awarded a 
cooperative agreement by the U.S. Department of State in 
September 2017 to strengthen the capacity of the judiciary to 
detect and prevent fraud and corruption.74

RECENT MAJOR ENFORCEMENT ACTIONS  
IN COSTA RICA
The most significant enforcement action in recent Costa Rican 
history remains the successful conviction of former president 
Rafael Ángel Calderón Fournier for embezzlement.75 The case 
involved a number of private and public sector codefendants, 
including Walter Fischel, former President of Fischel Corpora-
tion; Marvin Barrantes Vargas, former Fischel Corporation 
executive; Eliseo Vargas Garcia, former President of Caja, 
Costa Rica’s social security system; Gerardo Bolaños Alpizar, 
former member of Caja’s board of directors; and Juan Carlos 
Sánchez Arguedas, former modernization and development 
manager at Caja.76

Following his presidency, Mr. Calderón became the Execu-
tive Director of the government agency that administers health 
care, the Costa Rican Institute of Social Security.77 As execu-
tive director, Mr. Calderón was responsible for procuring hos-
pital equipment and used his position to orchestrate an embez-
zlement scheme involving the award of government contracts 
for medical equipment to Fischel Corporation.78 After being 
awarded a USD $40 million grant from the Finnish government  

to Costa Rica’s social security system for the purchase of  
medical equipment, Mr. Calderón set up a straw-bidding pro-
cess that Fischel Corporation “won.”79 Fischel then helped 
Mr. Calderón embezzle and launder USD $9 million.80

After a lengthy investigation and trial, all of the defendants  
were convicted and Mr. Calderón was sentenced to five years in 
prison and fined USD $520,000.81 Many Ticos were shocked 
by this case since the corrupt conduct involved a former  
head of state, contradicting the stable and honest image Ticos 
associate with their country.82 

RECENT UNITED STATES ENFORCEMENT EFFORTS
There are at least three noteworthy recent United States en-
forcement actions with a nexus to Costa Rica. In February 
2018, Mimo International Exports and Imports, Inc. (Mimo), 
a Panamanian company, pled guilty to bribing a Costa Rican 
soccer official.83 Mimo agreed to pay the head of the Costa 
Rican Soccer Federation USD $500,000 if a certain company 
was allowed to sponsor Costa Rica’s national soccer team.84 
Mimo would have profited from this deal by cancelling a prior 
agreement with an Italian company where Mimo agreed to  
import and manufacture apparel from the Italian company,  
and collecting a multimillion dollar termination fee.85 Upon 
pleading guilty, Mimo was fined approximately USD $1.4 mil-
lion and was ordered to dissolve.86

The second matter involves former Costa Rican president 
Miguel Ángel Rodríguez and Alcatel-Lucent S.A. and three 
subsidiaries (Alcatel). In 2011, Alcatel entered into plea agree-
ments with the U.S. Department of Justice (DOJ) to pay USD $92 
million to resolve a Foreign Corrupt Practices Act (FCPA) inves-
tigation regarding their sales practices.87 Alcatel’s underlying  
conduct involved underhanded contract acquisition tactics;  
specifically, the subsidiaries relied on third-party agents and 
consultants who were retained by the parent company.88 Ac-
cording to the DOJ, that business model “was shown to be 
prone to corruption, as consultants were repeatedly used as 
conduits for bribe payments to foreign officials and business 
executives of private customers to obtain or retain business 
in many countries.”89 In Costa Rica, one subsidiary was 
awarded three government contracts between 1999 and 2006 
worth USD $300 million, from which the subsidiary made 
a USD $23 million profit; it procured the government con-
tracts through a series of business inducements amounting 
to approximately USD $27 million.90 Mr. Rodríguez received 
kickbacks that exceeded USD $800,000 for helping Alcatel 
acquire the aforementioned contracts.91 Mr. Rodríguez was 
sentenced to five years in prison, but that ruling was over-
turned and an order for a new trial against Mr. Rodríguez 
was issued in 2015.92 

The third matter involves criminal charges brought by the 
U.S. Attorney for the Southern District of New York in 2013 
against Liberty Reserve, a Costa Rican cryptocurrency compa-
ny, its founder, and several of its executives.93 Liberty Reserve  
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CONCLUSION
While Costa Rica remains an attractive country for foreign  
investment, it has experienced recent corruption scandals in-
volving public and private officials. These high-profile scandals, 
coupled with the local perception that corruption abounds, 
have thrust the need for anti-corruption measures to the po-
litical forefront. Though it remains to be seen whether such 
political rhetoric will lead to an increase in anti-corruption  
investigations, the advances Costa Rica continues to make in 
the anti-corruption sphere are promising.

and the other defendants allegedly assisted in the laundering 
of more than USD $6 billion in suspected proceeds of crimes 
as it became the preferred digital currency service for criminal 
enterprises.94 Because Liberty Reserve enabled customers to 
conduct anonymous and untraceable financial transactions, it 
allegedly was used extensively by cybercriminals to distrib-
ute, store, and launder proceeds from criminal activity.95 The 
founder of Liberty Reserve pled guilty to operating a money 
laundering enterprise96 and subsequently was sentenced to 
twenty years in prison.97
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OVERVIEW
The Dominican Republic has the second-largest economy in 
the Caribbean.1 The country was home to the second-fastest-
growing economy in Latin America in 2017 with 4.6 percent 
growth, following 6.6 percent growth in 2016.2 Economic 
growth slowed down in 2017 due to uncertainty related to 
legislative reform and the close passage of two hurricanes in 
September, but the Dominican economy made a “strong re-
covery” at the end of 2017.3 Since the global recession, the 
Dominican Republic’s financial situation has been steadily 
improving, though the country continues to struggle with  
unemployment, underemployment, and income inequality.4

Although historically known for exporting agricultural 
products such as sugar, coffee, and tobacco, the Dominican 
economy has diversified in the last 30 years, with the service 
sector now overtaking the agricultural sector as the coun-
try’s largest employer.5 More recently, the mining sector has  
become a prominent contributor to the Dominican economy, 
especially with the opening of the Pueblo Viejo Gold and Sil-
ver mine in 2012.6 The Dominican Republic reported a GDP 
of USD $172.6 billion in 2017, making it the 73rd largest GDP 
in the world.7

Foreign direct investment (FDI) plays an important role in 
the Dominican Republic’s economic growth.8 The Dominican 
Republic allows unlimited foreign investment in all sectors  
(except for disposal of radioactive, toxic, and hazardous 
waste).9 In 2015, the U.S. FDI was USD $1.4 billion, an 11.9 
percent increase over the FDI in 2014. The United States is 
the largest investor in the Dominican Republic, followed by 
Canada (CAD $494 million10) and Spain.11

Despite the relative strength of the Dominican economy in 
recent years, numerous concerns surrounding the country’s  
financial situation remain.12 Public debt continues to grow, and 
although structural changes have improved the debt profile, 
further reforms are necessary to fully address the problem.13 
Other risks to the Dominican economy include an increase in 
global oil prices, weaker external demand for Dominican ex-
ports, and the tightening of global financial conditions.14

Furthermore, the Dominican Republic has historically 
faced significant challenges with corruption dating to the Tru-
jillo dictatorship.15 The Dominican Republic has since democ-
ratized, but the government is still highly centralized so as to 
give the president more power than the other branches.16 The 
Dominican Republic will need to enhance transparency in the 
public procurement process and align its policies to interna-
tional standards to combat corruption and enhance economic 
stability.17

CORRUPTION IN THE DOMINICAN REPUBLIC
According to the U.S. State Department, the Dominican 
Republic has passed several anti-corruption laws but pros-
ecutions are rare.18 Corruption in the Dominican Repub-
lic is largely associated with the country’s lack of judicial 
independence19 and weak enforcement structures, which 
effectively bar Dominican agencies from investigating 
and prosecuting individuals for violating anti-corruption 
laws.20 The case of Dominican Senator Felix Bautista 
provides an illustrative example; following an investiga-
tive journalist’s bribery allegations against Senator Bau-
tista in March 2012,21 Dominican authorities charged 
him with administrative corruption while he served as 
the Head of the Office of Supervision Engineers of Public 
Works from 2004 to 2010.22 Despite the Public Ministry23 
presenting evidence of Senator Bautista’s corruption,  
a Dominican Supreme Court judge of the same political 
party as Senator Bautista dismissed the case on technical 
grounds in March 2015.24 On June 12, 2018, the U.S. De-
partment of Treasury sanctioned Senator Bautista, his fam-
ily, and five companies owned or controlled by him for cor-
ruption under the Global Magnitsky Act.25

In addition to structural issues in corruption enforcement, 
a number of high-level Dominican public officials have been 
the focus of corruption scandals in the last several years. In 
2016, Odebrecht, a Brazilian construction company, and its 
petrochemical subsidiary, Braskem, admitted to bribing offi-
cials in Latin America and Africa. In the Dominican Republic  
in particular, Odebrecht procured 17 government contracts 
through bribes.26 These contracts included agreements to 
build dams, highways, and a 720-megawatt coal-burning 
power plant in Punta Catalina.27 Odebrecht won the contract 
for the power plant even though it had the highest bid, and 
the bid was over the limit set by the Dominican Congress.28 
In the aggregate, these 17 contracts totaled seven percent of 
the country’s annual GDP.29 Currently, seven individuals face 
charges for improprieties in connection with the Odebrecht 
scandal,30 including taking USD $92 million in bribes to ob-
tain public works contracts, laundering money, and creating 
false financial statements.31 The seven individuals accused in-
clude former government ministers, former Senate speakers, 
legislators, businessmen, and lawyers.32 The Dominican At-
torney General originally charged 14 individuals in relation to 
the Odebrecht scandal, but in June 2018, a judge dismissed the 
charges against eight of the individuals for lack of evidence, 
while the Attorney General brought charges against one ad-
ditional individual.33

Anti-corruption developments in

Dominican Republic



178  |  Ropes & Gray

LATIN AMERICA & THE CARIBBEAN

In 2017, in the wake of the Odebrecht scandal, thousands 
of Dominican citizens marched against corruption.48 The pro-
testors called for President Danilo Medina, as well as other top 
officials, to resign.49 Organizers of the march also stated that 
Dominicans abroad also participated in the “Green March” 
in their respective cities.50 Additionally, there is a movement 
involving the signing of “Green Books,” which are petitions 
to have independent prosecutors investigate the Odebrecht  
scandal in a more transparent way.51 Later in 2017, another  
Green March took place where protesters demonstrated 
against the criminal impunity government officials enjoy even 
when accused of corruption.52

Danilo Medina’s presidency has had mixed success in  
addressing corruption. Medina pledged during his presiden-
tial campaign in 2012 to address the widespread corruption 
in the Dominican Republic.53 However, since taking office 
Medina has retained several high-level officials from previous 
presidencies that resisted reform efforts.54 Medina was able to 
implement several changes to promote anti-corruption efforts 
within the government. He eliminated certain government 
privileges, such as the use of luxury vehicles, and required 
his administration to comply with laws requiring the declara-
tion of personal property.55 Medina also facilitated corruption 
investigations against two senators and a former Minister of 
Public Works, but there have been no convictions of high-level 
officials since his election to the presidency.56

The Odebrecht scandal in particular has significantly hurt 
Medina’s reputation. Most recently, Medina’s challenger in the 
2016 presidential race, Hipolito Polanco, accused Medina’s  
long-term advisor, Joao Santana, of offering Polanco a bribe to 
leave the race.57 Medina went on to win re-election in 2016.58 
Santana and his wife were later arrested in Brazil in connec-
tion with the Odebrecht scandal.59 Santana played a vital role 
in electing Medina to the presidency in 2012, though both 
Medina and Santana have stated that Odebrecht did not do-
nate to Medina’s presidential campaign.60

CURRENT ANTI-CORRUPTION ENFORCEMENT REGIME
Anti-Corruption Statutes and Treaties
The Dominican Republic is a party to a number of anti-corrup-
tion treaties both regionally and internationally. The Domini-
can Republic has signed and ratified the Inter-American Con-
vention against Corruption (IACAC).61 Because the Dominican 
Congress ratified the treaty, pursuant to the Dominican Con-
stitution the treaty is legally equivalent to domestic legisla-
tion.62 The treaty requires that the Dominican Republic ban 
the solicitation and acceptance of inducements by government 
officials,63 and also promote cooperation in prosecuting such 
acts by creating joint investigative obligations64 and extradition 
protocols for persons accused of engaging in banned conduct.65

The Dominican Republic also ratified the UN Convention 
against Corruption in 2006, which includes provisions on  
money laundering, obstruction of justice, private sector  

GLOBAL INDICATORS
Global indicators show that conducting business in the  
Dominican Republic is associated with a significant risk of 
corruption. Transparency International ranks the Dominican 
Republic 135th out of 180 countries in its 2017 Corruption 
Perceptions Index.34 Transparency International also deter-
mines a score out of 100 for all countries based on “the per-
ceived level of public sector corruption on a scale of 0 (highly 
corrupt) to 100 (very clean).”35 The Dominican Republic  
received a score of 29, which is the same score given to coun-
tries such as Kyrgyzstan and Russia.36

Businesses reported high rates of corruption that comport 
with Transparency International’s low corruption score for 
the Dominican Republic. Twelve percent of firms experienced 
at least one bribe payment request across six different transac-
tions, which is three percent higher than the Latin American 
& Caribbean average.37 More specifically, 13 percent of firms 
were requested or expected to give gifts or informal payments 
when applying for a construction permit, 23 percent when se-
curing a government contract, and 12 percent when meeting 
with tax officials.38 Firms in the Dominican Republic reported 
higher rates in all three categories than the Latin America and 
the Caribbean average in the study.39

In addition to the above-average rates of reported bribery 
in the Dominican Republic, 19 percent of firms considered 
corruption the biggest obstacle they face when operating in 
the Dominican Republic.40 However, in Latin Americ and the 
Caribbean generally, only seven percent of firms considered 
corruption to be the biggest impediment to their business.41 
Further, while there is no evidence that foreign firms are dis-
proportionately the targets of bribe solicitations or other forms 
of corruption, the State Department indicates that corruption 
in general tends to favor “insiders” over outsiders (whether 
foreign or domestic) who do not participate in bribery.42

LOCAL PERCEPTION AND CALLS FOR REFORM
The high rates of corruption and recent scandals involving 
high-level government officials have given Dominicans a dim 
view of corruption amongst government officials in the country. 
A February 2016 Gallup-Hoy poll reports that 46 percent of 
Dominicans believe that corruption has increased compared to 
previous years.43 The poll shows that Dominicans believe the 
prevalence of corruption is due to low law enforcement sala-
ries, which provide an incentive to accept illicit payments.44 The  
Gallup poll also cites the Dominican Republic’s high tolerance 
for nepotism as another reason for the high rates of corruption.45

Research by Transparency International further finds that 
46 percent of people in the Dominican Republic report paying 
a bribe when accessing basic services, such as education, health 
care, and utilities.46 Notwithstanding the prevalence of corrup-
tion, a majority of Dominicans reported that they believe it 
is socially acceptable to report corruption, and that ordinary 
people could make a difference in the fight against corruption.47
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to investigate any breach of domestic bribery regulation.84 
The Dominican legal system in general does not regulate the 
prosecution of foreign companies for bribery that takes place 
outside of the Dominican Republic.85

Non-Governmental Organizations and Civil Activism
Non-governmental organizations also play a vital role in the 
Dominican enforcement regime against corruption. Several  
anti-corruption organizations are active in advocating for 
greater transparency, such as the Foundation for Institution-
alization and Justice, Citizen Participation (Participación  
Ciudadana), and the Dominican Alliance Against Corrup-
tion.86 The U.S. State Department notes that “[g]overnment 
agencies have limited and often adversarial relationships with 
civil society organizations.”87

There have been a few examples, however, of cooperation 
between civilian anti-corruption groups and the Dominican 
government. In 2010, over 350 representatives of various stake-
holders met in Santo Domingo to form the Anti-Corruption 
Participatory Initiative (IPAC).88 With the support of entities 
like the World Bank, an independent Citizen Observatory for 
Implementation was created to report on IPAC’s progress.89  
The group ultimately presented 30 recommendations for mean-
ingful change to the President that spanned health, education, 
infrastructure, and financial management.90 IPAC achieved sig-
nificant changes to government management in various sectors 
in just two years, including developing a system of monitoring 
public works contracts through the Department of Public Pro-
curement and Directorate General for Ethics and Integrity, the 
implementation of a Single Treasurer Account, and the applica-
tion of a standard procedure for the publication of transparency 
portals in government institutions.91 IPAC is used as an example 
of what citizens can achieve through the right processes.92

Anti-Money Laundering Enforcement
The Dominican Republic reformed its anti-money laundering 
statutes in June 2017 to be compliant with evolving interna-
tional standards.93 The Anti-Money Laundering and Terrorist 
Financing Act 155-17 made notable changes to the Dominican 
anti-money laundering enforcement regime, including by nam-
ing certain government agencies, such as the Financial Inclusion 
Agency and the Monetary Board, as responsible authorities for 
the detection and prevention of money laundering.94 The Anti-
Money Laundering and Terrorist Financing Act also expanded 
the infractions that qualify as predicates to money laundering 
charges. The term now includes crimes such as influence ped-
dling, crimes committed by a public official while in office, 
and transnational bribes.95 The act requires that all regulated 
parties adopt a risk-based approach to their anti-money laun-
dering compliance programs, which includes identifying and 
mitigating anti-money laundering risks and reporting unusual 
transactions to the Financial Analysis Unit.96 The act also estab-
lishes the definition of a Politically Exposed Person (PEP), and 

corruption, and asset recovery.66 Additionally, the Dominican 
Republic is a signatory of the Free Trade Agreement Between 
Central America, the Dominican Republic, and the United 
States (CAFTA-DR).67 CAFTA-DR mandates that signatories 
establish criminal penalties for soliciting or offering bribes  
to public officials and create conspiracy liability for related  
conduct.68

In support of its international obligations, the Dominican 
Republic has several statutes in place regarding corruption. To 
address foreign bribery, the Dominican Congress enacted Law 
No. 448-06, which prohibits individuals or corporations from 
bribing a foreign public official regarding issues of internation-
al trade or investment.69 A foreign public official includes any 
individual who holds office in a foreign government or per-
forms any sort of public function for a foreign government.70

Regarding domestic bribery, the Dominican Criminal Code 
Article 177 prohibits any judicial, municipal, or administra-
tive public employee or civil servant from engaging in prom-
ises or acts of bribery.71 Officials who violate Article 177 can 
be stripped of their public functions, penalized in an amount 
up to double the benefit received, and sentenced to three to ten 
years in prison (with labor).72 Similarly, Article 179 imposes  
reciprocal penalties on domestic, non-governmental actors 
that attempt to bribe employees who are subject to Article 
177.73 The State Department notes that while the Dominican 
Republic promulgates its own local anti-corruption laws, U.S. 
corporations must also ensure compliance with the Foreign 
Corrupt Practice Act (FCPA).74

Agencies
The Dominican Republic has three main agencies responsible  
for countering corruption committed domestically.75 The Bu-
reau of Governmental Integrity and Ethics is the umbrella agen-
cy in charge of ethics and transparency.76 The Attorney General 
leads the Public Ministry, which is responsible for prosecuting 
corruption cases through the Special Prosecution of Adminis-
trative Corruption (PEPCA).77 PEPCA establishes national pol-
icy on corruption and advises prosecutors on cases of corrup-
tion.78 The Chamber of Accounts operates in a similar capacity 
to the U.S. Government Accountability Office, as it performs 
audits and investigations that form the basis of anti-corruption 
PEPCA charges.79 As of 2015, the Chamber of Accounts ex-
pressed concerns over the government’s budgetary records and 
submitted five audit reports to PEPCA.80 However, PEPCA did 
not take any significant actions based on the findings.81

In addition to these three agencies, the judiciary often 
handles cases of judicial corruption, but there have been no 
public prosecutions of a Dominican judge for corruption.82 No 
specific Dominican government agency is responsible for en-
forcing foreign bribery laws and regulations.83 If a Dominican 
public official is implicated in a foreign bribery matter, the 
Ministry of Public Administration and the National Agency 
for Prosecution of Administrative Corruption have jurisdiction  
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14 individuals in relation to the Odebrecht scandal, but in June 
2018 a judge dismissed charges against seven of the 14 individu-
als for lack of evidence and the Attorney General brought charg-
es against one additional individual.111 As of June 2018, seven in-
dividuals face charges related to the Odebrecht scandal112 but the 
Dominican government has not yet secured any convictions.113

In addition to the Odebrecht scandal, the Dominican  
Republic has had several high-level corruption cases in recent 
years, including: (1) Manuel Rivas, the former Metropolitan 
Bus Services Director, was arrested on corruption charges 
for paying USD $44 million to false suppliers, some of whom 
were employees of the agency or did not exist114 ; (2) an archi-
tect and contractor in the State Engineer’s Office committed 
suicide in September 2015 due to extortion from two officials 
in the State Engineer’s Office115 and; (3) the director of the 
Aqueducts Agency was charged with forgery, prevarication, 
embezzlement and conspiracy in August 2016, but the court 
dismissed his case due to lack of evidence.116

U.S. Enforcement
The U.S. Securities and Exchange Commission (SEC) investi-
gated Embraer S.A., a Brazilian aerospace company, for bribe 
payments made to foreign government officials in the Domini-
can Republic, Saudi Arabia, and Mozambique.117 Embraer is 
a large manufacturer of commercial and executive jets and a 
supplier of military aircrafts to various countries.118 Among 
other allegations, Embraer was accused of soliciting Colonel 
Carlos Piccini, director of special projects for the Dominican 
armed forces, and former Minister of Defense Rafael Pena  
Antonio to encourage them to bribe Dominican legislators.119 
On October 24, 2016, the SEC brought charges against Em-
braer for violation of anti-bribery, books and records, and in-
ternal controls provisions under the Foreign Corrupt Practices 
Act.120 Embraer and the SEC entered into a consent agreement 
whereby Embraer agreed to pay USD $83.8 million in disgorge-
ment and USD $14.4 million in prejudgment interest.121 Em-
braer reached an agreement with Brazilian authorities to pay 
approximately USD $18 million in disgorgement to a Brazilian 
federal fund, and USD $2 million in penalties to the Brazilian  
Securities Commission.122 Embraer also entered into a deferred  
prosecution agreement with the U.S. Department of Justice.123 
The agreements required Embraer to hire an independent 
compliance monitor.124

In October 2015, Dominican diplomat Francis Lorenzo 
pled guilty to participating in a bribe network at the United 
Nations.125 Lorenzo testified that he received more than USD 
$1 million from Ng Lap Seng, a Chinese developer who was 
soliciting support for a UN conference center in Macao.126 
Seng is also on trial for funneling hundreds of thousands of 
dollars to former UN General Assembly President John Ashe 
and other UN officials.127 Lorenzo was accused of funneling 
bribe money from Seng to Ashe.128 Lorenzo pled guilty to 
the allegations and agreed to cooperate with the prosecution 

prescribes further precautions for companies in the event their 
clients are PEPs. The changes in anti-money laundering regula-
tions mean that many companies operating in the Dominican 
Republic will have to evaluate their compliance programs and 
ensure that their procedures meet the stricter requirements.97

The United States has provided some support to the Domin-
ican Republic’s anti-money laundering enforcement. In 2013, 
Federal Deposit Insurance Corporation and ASBA provided 
training to officials from the Dominican Republic on suspicious 
activity reports and enforcement actions.98 The Office of the 
Comptroller of the Currency also provided an AML examina-
tion seminar to Dominican officials in 2012 and 2014.99 Despite 
these efforts, the Basel Institute on Governance, a non-profit or-
ganization that aims to prevent corruption, gave the Dominican 
Republic a score of 6.74 in its Anti-Money Laundering Index 
2016 (with 0 being low risk and 10 being high risk).100

The Dominican Republic’s Financial Intelligence Unit is not 
a member of the Egmont Group, which hinders its ability to 
effectively share and request information pertaining to money 
laundering activities.101 The Egmont Group is composed of na-
tional financial intelligence units that seek to cooperate with 
other members and “provide a forum for FIUs around the 
world to improve support to their respective governments in 
the fight against money laundering, terrorism financings, and 
other financial crimes.”102 The Egmont Group expelled the  
Dominican Financial Intelligence Unit in 2006 due to not be-
ing in compliance with Egmont Group rules.103 After making 
legislative reforms aimed to change domestic anti-money laun-
dering enforcement, the Dominican Republic requested to be 
readmitted into the Egmont Group in 2015.104 As of the time of 
this writing, the Egmont Group has not approved the request.105

The Dominican Republic has also faced challenges enforc-
ing its anti-money laundering regulations, but there is evi-
dence of some improvement in that area. In 2017, the Attor-
ney General’s Office secured six money laundering convictions 
and had 35 active money laundering investigations pending.106 
Additionally, the Financial Analysis Unit was in the process of 
investigating another 37 cases in 2017.107

RECENT MAJOR ENFORCEMENT ACTIONS
Domestic Enforcement
The Odebrecht bribery scheme, as discussed above, is the most 
internationally recognized corruption case in the Dominican 
Republic. Transparency International released a statement  
calling for national prosecutors in Latin America and Africa, 
including those in the Dominican Republic, to ask for the re-
lease of the evidence used in the Odebrecht settlement negotia-
tion with the United States, Brazil, and Switzerland.108 In De-
cember 2016, Braskem reached a USD $3.5 billion settlement 
with Brazilian, U.S., and Swiss authorities.109 The Dominican 
Republic reached a plea deal with Odebrecht for USD $184  
million in compensation for the scandal, which was approved 
in April 2017.110 The Dominican government originally charged 
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and Embraer cases, that have implicated several high-level 
government officials and have drawn publicity both domesti-
cally and internationally. President Danilo Medina has touted 
anti-corruption efforts as a political priority and has achieved 
some significant changes in anti-corruption policies. However, 
President Medina’s administration has not achieved any major 
convictions related to corruption, and local and international 
perceptions of corruption in the Dominican Republic remain 
negative. Despite the Dominican Republic’s well-known chal-
lenges with corruption, the country remains one of the stron-
gest economies in the Caribbean and a notable area for foreign 
investment. Still, the Dominican Republic’s ability to continue 
its economic recovery from the global recession may depend 
significantly on its ability to pass anti-corruption reforms to 
meet international standards and develop a better structure to 
properly enforce those policies.

against Seng.129 The case is being prosecuted in the U.S. Dis-
trict Court for the Southern District of New York.130

The United States played an active role in the broader 
Odebrecht investigation, which included Odebrecht’s bribes 
in the Dominican Republic. 131 In December 2016, Odebrecht 
pleaded guilty and agreed to pay a total penalty of USD $3.5 
billion to resolve charges from authorities in the United States, 
Brazil, and Switzerland.132 Odebrecht is also required to con-
tinue cooperating with law enforcement in connection with 
prosecution of individuals responsible for criminal conduct, as 
well as adopt compliance measures and retain an independent 
compliance monitor for three years.133

CONCLUSION
The Dominican Republic has experienced several corrup-
tion cases in the recent past, most notably the Odebrecht 
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and Agree to Pay at Least $3.5 Billion in Global Penalties to Resolve Largest Foreign Bribery Case in History (Dec. 21, 2016), https://www.justice.gov/opa/pr/
odebrecht-and-braskem-plead-guilty-and-agree-pay-least-35-billion-global-penalties-resolve. 132Id. 133Id.
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Anti-corruption developments in

Mexico
OVERVIEW
Corruption is a familiar and widespread problem in Mexico, 
presenting significant challenges for individuals and compa-
nies seeking to do business in this important strategic market. 
From pervasive drug cartel influence to allegations of bribery 
involving the country’s former president, to a string of cor-
ruption scandals implicating state-level officials, companies 
operating in Mexico must be cautious of exposing themselves 
to legal and reputational liability. 

Recent enforcement actions in the United States involving 
conduct in Mexico serve as powerful reminders of the corrup-
tion risks attendant to conducting business in Mexico. These 
risks have increased following Mexico’s adoption of the Na-
tional Anti-Corruption System (Sistema Nacional Anticorrup-
ción) in 2016 and continued U.S. Department of Justice (DOJ) 
and Securities Exchange Commission (SEC) enforcement ac-
tions.1 Additional uncertainty surrounds Mexico’s commercial 
relationship with the United States. After 15 months of negoti-
ation, President Trump, former Mexican President Peña Nieto, 
and Prime Minister Trudeau signed a new trade agreement to 
replace the North American Free Trade Agreement (NAFTA) 
last month. The new trade agreement, the U.S.-Mexico-Can-
ada Agreement (USMCA), is anticipated to go into effect in 
2020, once it is ratified by each country’s legislative bodies next 
year.2 As for the United States, both Republicans and Demo-
crats have raised concerns about the agreement in its current 
state, and, with a Democrat-controlled House of Representa-
tives, the deal is likely to face roadblocks.3 This is not the case 
for Mexico. Newly elected President Andrés Manuel López 
Obrador and his political party, Movimiento Regeneración 
Nacional (MORENA), support the newly negotiated deal and 
control both the executive and legislative bodies in Mexico.4 

Organized crime, particularly related to the drug trade, 
plagues Mexico. Since 2006, at least 80,000 people have been 
killed in drug-related violence.5 In 2017, Mexico registered 
its highest number of homicides on record, with more than 
29,000 killings documented nationwide,6 as well as an in-
crease in other crimes like disappearances.7 High-profile kill-
ings of journalists, such as the murders of Javier Valdez, whose 
body was dumped outside of a preschool,8 and Miroslava  
Breach, who was killed outside of her home,9 have drawn in-
ternational attention and catalyzed protests in Mexico. 

Unsurprisingly, drug-related violence has impeded reform 
efforts. A recent Global Integrity Report noted that “[t]he most 
striking issue in Mexico is the extent to which the drug war has 
negatively influenced the country’s anti-corruption and trans-
parency efforts.”10 This is evidenced, for example, by the drug 

war’s affect on the autonomy and physical safety of Mexican  
judges and journalists, as discussed in more detail below.11 
Corruption also takes a significant toll on Mexican businesses. 
Reports suggest that the average cost of corruption for each 
Mexican company is USD $667, with large companies absorb-
ing around USD $2,639 per year.12 According to one study, over 
one-half of the Mexican companies surveyed reported paying 
bribes to expedite business dealings in 2016.13 Another survey 
found that two out of five companies paid bribes to avoid sanc-
tions or fines.14 Investigations also have uncovered corruption 
within the ranks of those charged with fighting crime. For ex-
ample, in 2014, the former head of Mexico’s anti-money laun-
dering office was arrested on extortion charges in the course of 
an investigation into the flow of illicit funds.15 Also in 2014, 43 
Ayotzinapa Teachers’ College students went missing in Iguala, 
Mexico. It is suspected that the police kidnapped the students 
and handed them over to a local drug cartel.16 The National 
Human Rights Commission published a report last month that 
sharply criticizes the former government’s handling of the case, 
citing a list of irregularities and failures, including the possibil-
ity that key witnesses were tortured.17 

Consistent with a broader trend across Latin America, 
Mexican citizens have grown weary of endemic public corrup-
tion and are demanding reform.18 Legislative reforms on ac-
countability, as well as an increasingly technologically engaged 
society, have helped challenge questionable public finances.19 
Under former President Peña Nieto of the PRI party, Mexico’s 
signature achievement in the fight against corruption was the 
adoption of the National Anti-Corruption System, a series of 
laws and amendments aimed at coordinating anti-corruption 
enforcement across all levels of Mexican government.20 The 
National Anti-Corruption System, which is the outgrowth of 
May 2015 reforms to Mexico’s Constitution, was adopted by 
Mexico’s Congress on July 6, 2016 and approved by former 
President Peña Nieto on July 18, 2016.21 

Notwithstanding adoption of the National Anti-Corrup-
tion System, implementation of anti-corruption-focused re-
forms has been slow. As of May 2018, the National Anti-Cor-
ruption System still lacks a lead prosecutor.22 However, some 
progress has been made on other appointments. On May 30, 
2017, Ricardo Salgado Perrilliat was unanimously elected by 
the six-member governing body to be the Technical Secretary 
of the National Anti-Corruption System.23 

The year 2018 also marks a crucial election year for Mexico.  
A decade of increasingly severe and widespread corruption 
scandals left the population with the sense that their politi-
cal system is beyond repair.24 In total, 18,311 elected posi-
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vestment. In 2016, foreign direct investment in Mexico was  
estimated at USD $26.738 billion. The following year, Mexico 
registered USD $29.7 billion in foreign direct investment, a fig-
ure up 11 percent compared with preliminary data of 2016.44 
Moreover, foreign direct investment in Mexico increased by 
USD $9502.40 million in the first quarter of 2018.45 Mexico 
also appears in the 49th position in the World Bank’s 2018 
Doing Business ranking.46 Mexico is the world’s 15th largest 
recipient of foreign direct investment,47 with its leading for-
eign investors being the United States (44 percent), Spain (11 
percent), and the Netherlands (10 percent).48 Over 61 percent 
of foreign direct investment in Mexico relates to the manufac-
turing sector, while approximately 10 percent of foreign direct 
investment focuses on financial services.49 

Mexico has made efforts to promote foreign investment 
with players other than the United States. In April 2018, the 
European Union (EU) and Mexico reached a novel agreement 
on the modernization of the 1997 Economic Partnership,  
Political Coordination Cooperation Agreement between and 
the EU and Mexico, with investment featuring among the 
chapters.50 This agreement will make trade and investment be-
tween the EU and Mexico easier.51 For example, the agreement  
will remove remaining customs duties as well as ensure a 
transparent and accountable resolution of disputes through an 
Investment Court System.52 

Experts have forecasted how certain events could impact for-
eign investment in 2018, namely the renegotiation of NAFTA, 
U.S. Tax reform, and the Mexican General Election.53 For ex-
ample, U.S. tax reform could mean that Mexican conglomerates 
may move headquarters to the United States thus discouraging 
foreign investment in Mexico. Additionally, the tax package 
could dissuade American firms from investing in Mexico, as the 
U.S. has traditionally been Mexico’s leading foreign investor.54

The trade dispute between the U.S. and Mexico has already 
significantly impacted relations between the U.S. and Mexico. 
The Trump administration announced steep tariffs on steel and 
aluminum imports from Mexico, Canada, and the European 
Union in May 2018.55 In retaliation, Mexico imposed a series of 
tariffs in June 2018 against U.S. exports to its market valued at 
USD $3 billion.56 The list of U.S. agricultural products, nearly 
all of which will be subject to taxes of 15 to 25 percent, includes 
Tennessee bourbon whiskey and cranberries.57 In May 2018, 
the Trump administration even considered applying tariffs on 
imports of all autos and auto parts, which, if imposed on Mex-
ico and Canada, would very much impact or eat away the heart 
of the agreement.58 Indeed, negotiators from the U.S., Canada, 
and Mexico have scrambled to reach a new deal by July 2018, 
after missing an informal deadline to reach a deal in May 2018, 
but proposals involving autos have complicated the talks.59 

Ultimately, the negotiations resulted in a signed agreement, 
the USMCA, at the G-20 summit. The automobile industry 
is the most impacted sector. For starters, to qualify for zero 
tariffs, 75 percent of the components of an automobile must be 

tions were available, making this year’s elections the largest in  
Mexico’s history.25 Leading up to the election, some considered 
the July 1, 2018 elections as Mexico’s most important since 
Porfirio Diaz faced off against Francisco Madero for the presi-
dency in 1910, ultimately sparking the Mexican Revolution.26 
Mexico’s 2018 presidential race included Andrés Manuel López 
Obrador, nickname “AMLO”, Ricardo Anaya (PAN), José 
Antonio Meade (PRI), and Jaime Rodriguez (Independent).27 
Heading into the 2018 presidential elections, 14 current or  
former governors were under investigation for corruption.28 

Tackling the “evil” of corruption was López Obrador’s key 
pledge during a presidential campaign that rejected establish-
ment politics. Capturing more than half the vote, López Obra-
dor won in a landslide victory by the largest margin in a presi-
dential race since the nation transitioned to democracy nearly 
20 years ago.29 Propelled into the presidency on the promise 
of reform, López Obrador has made fighting corruption a 
central focus of his administration.30 Since his inauguration, 
López Obrador has enlisted a “Truth Commission” to bring 
those responsible for the disappearance of the 43 Ayotizinapa 
students to justice31, broadcasted daily press conferences to pro-
mote governmental transparency32, and proposed legislation via 
a 50-point plan to end corruption.33 The proposed measures 
include consolidating government contracts into a single office 
under his purview and allowing the president to be charged 
with corruption.34 Mexico is currently ranked 135th in Trans-
parency International’s Corruption Perception Index, described 
in more detail in the following sections.35 López Obrador prom-
ised to raise Mexico to the eighth position in the ranking.36 Yet, 
post-inauguration, there are still countless questions concern-
ing López Obrador’s policy platform and its implementation.37 

FOREIGN INVESTMENT IN MEXICO
Despite increased awareness of—and sensitivity to—corrup-
tion risks, Mexico remains a very attractive market for inves-
tors. Mexico is ranked 51st in the World Economic Forum’s 
2017-2018 Global Competitiveness Index, which measures pro-
ductivity and growth potential across 138 countries.38 Recent,  
high-profile investments in Mexico include:

• USD $3 billion expansion—on top of spending USD 
$4.4 billion to acquire Mexican mobile companies—by 
AT&T in order to increase the availability of high-speed  
internet service;39 and

• USD $220 million Purina Factory in Silao, Guanajuato,  
by Nestlé.40

Mexico has also previously seen investment in solar and wind 
energy, by companies such as Kyocera and Acciona.41 Boeing, 
Ford, and Hewlett Packard have all invested in high-tech manu-
facturing in Mexico.42 Some cities such as Guadalajara, Mexico 
City, Monterrey, and Tijuana are just starting to form small sub-
sectors of high-value added clusters where companies and work-
ers do research and development and salaries are higher.43

Mexico is currently a key market for direct foreign in-
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manufactured in Mexico, the US, or Canada; a 12.5 percent  
increase from NAFTA.60 Additionally, an automobile must 
have 30 percent of its production completed by workers earn-
ing at least USD $16 an hour beginning in 2020, a consid-
erably higher wage than a Mexican autoworker earns pres-
ently.61 The requirement will gradually move up to 40 percent 
by 2023.62 Mexico assured concession on any future tariffs on 
the auto industry for up to 2.6 million imported foreign auto-
mobile parts, a proposal threatened repeatedly by the Trump 
administration, a number well above Mexican exports to the 
United States.63 In the labor sector, Mexico must make it easi-
er for workers to unionize.64 However, the domestic policies to 
be put in place to comply with the USMCA are undetermined.

The new USMCA added 12 chapters to NAFTA, including  
Chapter 27 Anticorruption. In this chapter, the agreement re-
quires that each party adopts and maintains legislative and 
other measures to establish as criminal offenses under its law, 
in matters of international trade or investment, the embezzle-
ment and misappropriation by a public official of any property, 
public or private funds, by virtue of her position.65 Each party 
to the USMCA also agreed to encourage private enterprises to 
adopt internal auditing controls to prevent and detect offenses 
and to ensure their accounts and required financial statements 
are subject to auditing and certification procedures.66 Overall, 
the new agreement highlights the importance of international 
cooperation between the anti-corruption law enforcement 
agencies in the United States, Mexico and Canada.67 

Further, the July 1 election delivered a decisive win for 
President Andrés Manuel López Obrador. As a strident leftist, 
he promises a new economic model based on redistributing 
wealth and boosting social programs.68 With the new admin-
istration taking office in December 2018, Mexicans and in-
vestors may still soon be facing a different spending regime.69 
Such a regime could prioritize increasing welfare spending, re-
viving the rural economy, and building new oil refineries.70 To 
combat widespread poverty and yawning inequality, President 
López Obrador has laid out a development agenda that would 
drastically increase spending on social programs, including 
pensions for older citizens, expanding educational opportuni-
ties for students, and bolstering subsidies for farmers.71 

President López Obrador’s proposed policies and reform 
efforts have raised concerns in some circles. The election of a 
radically different Mexican leader injects new unpredictability 
for American energy and manufacturing companies already 
wary of President Trump’s attempts to rewrite the rules of 
international trade.72 According to experts on the economy, 
López Obrador also risks upending economic progress and 
freezing foreign investment in Mexico if he rolls back the 
country’s initiative to open up its oil industry.73 Some also 
worry that López Obrador’s populist policies could damage 
the already sluggish economy and turn Mexico into “an-
other Venezuela,” which is suffering a deep economic crisis 
and rampant inflation.74 López Obrador’s advisers estimate 

his proposed social programs will eat up about 10 percent of 
the federal budget, or roughly USD $25 billion, annually.75 
López Obrador has promised to pay for his social programs by 
cutting waste and corruption from government spending, but 
analysts question whether that will be enough.76 For example, 
President López Obrador plans to fund such programs by de-
creasing public official salaries, starting with his own. López 
Obrador slashed his salary by 60 percent.77 Within a week of 
his inauguration, almost 3,000 public employees filed class-
action lawsuits against the government over a law mandating 
that no bureaucrat can earn more than the president.78 The 
penalty for government employees caught receiving a higher 
salary than the president is 14 years in prison.79

Since July, the market reacted to López Obrador’s proposed 
policies. The Mexican peso dropped about 1 percent on news of 
his victory, not as dramatic a slide as some had predicted, but 
a sign the markets are skeptical of López Obrador’s platform, 
which features this surge in spending on welfare programs.80 
The Mexican peso dropped again, to a four-month low, at the 
end of October, as a result of a promise by López Obrador to 
cancel a USD $13 billion dollar contract of a new airport in 
Mexico City that is one third built.81 This decision was guided 
by a “public consultation” referendum, a nonbinding vote.82 
However, López Obrador, who called for the referendum and 
was against the new airport, pledged to respect the result. Since, 
López Obrador has called a second referendum, which approved 
10 projects including a train that would run across the Yucatan 
Peninsula, plans to construct an oil refinery, and raising supple-
mentary payments for the elderly.83 Voters approved the projects. 

In efforts to stabilize the market, López Obrador has aimed 
to quell many of these concerns. To be sure, López Obrador 
has promised an ambitious slate of social programs while also 
assuring investors that he will exercise fiscal prudence and re-
spect the independence of Mexico’s highly regarded central 
bank.84 The President has also previously reassured the busi-
ness sector by stating that he would respect private business 
and that taxes would not be raised.85 Since, López Obrador 
has made efforts to stabilize the Mexican peso and reassure 
investors. On the first weekday of López Obrador’s adminis-
tration, the Mexico City Airport Trust said it would buy back 
up to USD $1.8 billion of USD $6 billion in debt issued to 
fund the airport, in an offer that runs through the start of 
January.86 The market reacted positively, but investors are still 
skeptical of López Obrador’s economic policies.

Despite concerns that Mexico’s shift to a leftist-nationalist 
government could complicate USMCA negotiations, the elec-
tion of President López Obrador could pave the way for at 
least some progress on the negotiations, according to trade 
negotiators.87 For example, the President-elect has signaled 
that his administration will be more receptive to Washington’s 
push to raise labor standards in Mexico. Despite the possible 
stability a ratified USMCA would afford, investors are still 
wary of López Obrador’s policies. 
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year signals the need to increase the speed and depth of reforms 
that will improve the allocation of factors of production and 
competitive forces driving innovation in product markets.104 

MEXICO’S RANKINGS IN THE  
GLOBAL COMPETITIVENESS INDEX105

Subcategory Ranking Subcategory Ranking

Diversion of public funds 127/138 Favoritism in decisions 
of government officials

129/138

Public trust in politicians 127/138 Organized crime 134/138

Irregular payments and 
bribes

105/138 Reliability of police 
services

134/138

Judicial independence 113/138 Ethical behavior of firms 117/138

Finally, a 2015 KPMG memorandum on investment in Mexico 
reported that an astounding 25 percent of the country’s private 
sector income is directed to improper payments made during 
the course of business transactions.106 According to KPMG, 
more than 20 percent of businesspeople believe that corrup-
tion is the primary obstacle to doing business in Mexico.107 

FOREIGN TREATIES
Mexico is a signatory to four notable international anti-cor-
ruption conventions. In 1996, the Organization of American 
States, an intercontinental organization founded for the purpos-
es of promoting regional solidarity and cooperation among its 
member states, adopted the Inter-American Convention Against 
Corruption (“ICAC”), the first international anti-corruption le-
gal agreement.108 Mexico ratified the ICAC in 1997.109 The ICAC 
requires signatories to establish judicial and policy procedures to 
prevent, detect, sanction, and eradicate corruption.110

In 1999, Mexico ratified the Organization for Economic 
Co-operation and Development’s Convention on Combating 
Bribery of Foreign Public Officials in International Business 
Transactions (“OECD Convention”).111 Adopted in 1997, the 
OECD Convention outlines government and business obliga-
tions to adopt and implement anti-corruption policies focused 
on prevention and detection of bribery of foreign public of-
ficials in international business transactions.112 

In 2003, Mexico signed the United Nations Convention 
Against Corruption, a multilateral treaty that establishes 
jointly agreed standards for international cooperation in the 
fight against corruption.113 Among other advancements, the 
United Nations Convention Against Corruption simplifies the 
procedures and processes for the prosecution of transnational 
corruption investigations, adopting provisions regarding mu-
tual legal assistance.114

Finally, and more recently, in January 2018, Mexico’s 
Secretary of the Economy, Illdefonso Guajardo Villarreal, 
signed the Convention on the Settlement of Investment Dis-
putes between States and Nationals of Other States (ICSID 
Convention) on behalf of Mexico, becoming the 162nd coun-
try to sign the Convention.115 The purpose of the 1965 ICSID  

THE SIZE OF THE CORRUPTION PROBLEM
Corruption takes a significant toll on the Mexican economy. 
The Mexican Institute for Competitiveness estimates that 
graft costs the Mexican economy USD $51 billion per year.88 
Estimates suggest that only 2 percent of corruption-related 
crimes are punished.89 And the World Bank’s International 
Finance Corp. estimates that corruption costs Mexico’s econ-
omy nine percent of GDP.90

Transparency International, a non-governmental organiza-
tion dedicated to eliminating corruption, publishes an annual 
Corruption Perceptions Index (“CPI”), which measures the 
perceived levels of public sector corruption in 176 countries 
and territories. In 2017, the latest available rankings, Mexico 
ranked 135th out of 176 countries and territories on Transpar-
ency International’s CPI, placing it in the same company as 
the Dominican Republic, Honduras, Kyrgyzstan, Laos, Papua 
New Guinea, Paraguay, and Russia.91 Mexico currently ranks 
behind several other emerging markets, including Saudi Ara-
bia (57th), China (77th), India (81st), Turkey (81st), Brazil (96th), 
and Indonesia (96th).92 This is a significant downward trend 
from Mexico’s 2016 ranking of 123rd out of 176 countries93 as 
well as Mexico’s 2015 ranking of 95th out of 176 countries.94 
Mexico has seen its score drop consistently since 2014 and 
these results make Mexico the worst ranked country in both 
the Organization for Economic Co-operation and Develop-
ment (OECD) and the G-20.95 

According to Transparency International’s Global Cor-
ruption Barometer, last updated in 2017, 50 to 75 percent of 
Mexicans surveyed reported having paid a bribe to public ser-
vices, placing Mexico in the same ranks as India, Liberia and 
Vietnam and exceeded only by Yemen, at over 75 percent of 
its citizens. Meanwhile, only 30 to 40 percent of citizens from 
countries like Azerbaijan, Venezuela, and Russia report having 
paid similar bribes.96 This is in stark contrast to the previous 
findings in 2013 where only 33 percent of Mexicans surveyed 
reported having paid a bribe to at least one of eight services 
(police, judiciary, registry, land, medical, educational, tax, and 
utilities services).97 Mexicans ranked political parties at 4.6 on 
a corruption scale of one to five, with a score of five meaning 
“extremely corrupt.”98 Those surveyed similarly ranked the 
police at 4.6, while public officials and civil servants measured 
at 4.5.99 Sixty-two percent of Mexicans surveyed responded 
that the country’s government is run by a few big interests 
looking out for themselves to a “large extent” or “entirely.”100

The World Economic Forum’s 2017-2018 Global Competi-
tiveness Index also demonstrates the scope of Mexico’s cor-
ruption problem.101 As noted above, Mexico ranks 51st on the 
global competitiveness index, the same position it held previ-
ously and an overall score that increases over previous years 
but still indicates progress being made at a relatively slower 
rate as compared to other countries.102 This gain was driven by 
increased market efficiency, due in part to trade policy reforms 
and high levels of competition.103 Still, the slow progress this 
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The scope of administrative sanctions available under the 
GLAR is significant. Individuals face sanctions of up to twice 
the amount of the benefit obtained (or if no tangible benefit, 
approximately USD $600,000); ineligibility to participate in 
procurement, leases, services or state-owned projects for up to 
eight years; and payment of damages.127 Legal entities face sim-
ilar sanctions—up to twice the amount of the benefit obtained 
(or if no tangible benefit, approximately USD $6 million); ineli-
gibility to participate in procurement, leases, services or state-
owned projects for up to ten years; and payment of damages.128 
In some cases, legal entities could be subject to suspension of 
activities for up to three years (or even dissolution).129 

The GLAR also sets forth certain mitigating factors poten-
tially available to individuals and legal entities charged with 
improper conduct. For example, the GLAR introduces new 
whistleblower protections, under which culpable individuals 
may receive significant reductions (50 to 70 percent) in sanc-
tions for confessing their misconduct and cooperating fully 
with authorities’ investigation.130 Similarly, legal entities may 
receive cooperation credit for (1) self-reporting misconduct; 
and (2) assisting with authorities’ investigation.131 In addition, 
a preexisting compliance program may be considered a miti-
gating factor in assessing the appropriate sanctions to impose 
upon a legal entity.132 The GLAR provides guidance regarding 
the minimum requirements for a legal entity to receive credit 
for a preexisting compliance program. However, the GLAR 
does not impose an affirmative obligation on legal entities to 
establish anti-corruption compliance programs.133 For a legal 
entity to be eligible for credit, its compliance program must 
include, among other elements (1) a well-publicized code of 
conduct; (2) adequate internal accounting controls; (3) a com-
pliance reporting hotline; (4) employee training; and (5) hiring  
procedures designed to prevent employment of individuals 
who present a heightened corruption risk.134

B. Amendments to Existing Laws
Promulgation of the National Anti-Corruption System also 
amended certain existing Mexican laws, including (1) the Organic  
Law of the Attorney General’s Office; (2) the Organic Law of 
the Federal Court of Administrative Justice; and (3) Mexico’s 
Federal Criminal Code.135 The Organic Law of the Attorney 
General’s Office was amended to create a Special Prosecutor’s 
Office for Combating Corruption, to operate independently of 
the Mexican government—the first independent anti-corrup-
tion prosecutor in the country’s history.136 

The Organic Law of the Federal Court of Administrative 
Justice provides that the Federal Court of Administrative Jus-
tice has authority to sanction both public officials and private 
parties for serious administrative violations under the new 
National Anti-Corruption System.137

Mexico’s Federal Criminal Code (FCC), like the U.S. For-
eign Corrupt Practices Act (FCPA), prohibits individuals from 
providing—or offering to provide—money or other types of 

Convention (also referred to as the Washington Convention) is 
to encourage cross-border investment in developing states by 
providing an effective means of enforcing contractual rights.116 
The ICSID convention is a multilateral treaty formulated by 
the Executive Directors of the World Bank to further the 
Bank’s objective of promoting international investment.117

CURRENT ENFORCEMENT REGIME:  
NATIONAL ANTI-CORRUPTION SYSTEM
A. Overview
Mexico’s anti-corruption enforcement regime, the National 
Anti-Corruption System, was adopted by Mexico’s Congress 
on July 6, 2016 and approved by former President Peña Nieto 
on July 18, 2016. The National Anti-Corruption System con-
sists of a combination of newly enacted laws and amendments 
to existing laws, as described in greater detail below. The un-
derlying message behind the Mexican anti-corruption laws is 
to restore the credibility to public institutions and the govern-
ment overall.118 By incorporating citizens and instituting more 
strict laws, Mexico aims to create a more effective regulatory 
environment and a transparent business climate.119 

The newly enacted laws that help to form Mexico’s National  
Anti-Corruption System include (1) the General Law on the 
National Anticorruption System; and (2) the General Law on 
Administrative Responsibilities.120

1. General law on the national anticorruption SyStem

The General Law on the National Anticorruption System estab-
lishes mechanisms to facilitate coordination among regulators 
at the federal and local levels of Mexican government.121 In par-
ticular, the General Law on the National Anticorruption System 
provides for the creation of a Coordinating Committee, charged 
with developing and promoting anti-corruption policies at all 
levels of Mexico’s government.122 The Coordinating Committee 
will include representatives of the Mexican judiciary, a prosecu-
tor, and a representative from Mexico’s transparency ministry.123 
The law also establishes a Committee of Citizen Participation, a 
committee consisting of appointees who will serve, on a rotating 
basis, as chairs of the Coordinating Committee.124

2. General law on adminiStrative reSponSibilitieS

The General Law on Administrative Responsibilities 
(“GLAR”), which went into effect on July 19, 2017, is at the 
center of Mexico’s new National Anti-Corruption System. 
The GLAR establishes an administrative enforcement frame-
work for individuals and legal entities (domestic and foreign) 
that (1) have any direct or indirect interaction with the Mexi-
can government; and (2) commit certain corruption-related 
offenses, such as bribery, collusion in connection with public 
bids, influence peddling, misuse of public resources, or wrong-
ful recruitment of former public servants.125 In addition, the 
GLAR requires public officials to disclose their financial as-
sets, potential conflicts of interest, and tax returns.126
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López Obrador Administration will have the support and 
tools necessary to combat corruption in Mexico.152 The Na-
tional Anti-Corruption System still lacks an anti-corruption 
prosecutor, and eight seats remain unfilled in the 24 member 
regulating body.153 Somewhat suprisingly, López Obrador will 
not seek to prosecute acts of corruption that occurred under 
past governments.154 However, the new government will pur-
sue future acts of corruption and not halt investigations al-
ready underway.155

RECENT MAJOR SCANDALS
A. Pemex
Like many of its neighbors, Mexican regulators spent 2017 
addressing fallout from the corruption scandal surround-
ing Brazilian construction giant Odebrecht SA. In late 2016,  
Odebrecht and Braskem pleaded guilty in the United States to 
paying bribes to secure construction contracts in 12 countries, 
including Mexico.156 The Odebrecht-Braskem resolution has 
paved the way for numerous domestic enforcement actions.

In April 2017, Brazilian court documents alleged that 
the Emilio Lozoya, the former CEO of Petróleos Mexicanos  
(“Pemex”), Mexico’s state-owned oil company, requested 
a USD $5 million payment from Odebrecht in exchange for 
awarding construction contracts.157 Lozoya has denied any 
participation in the scheme.158 On April 3, 2017, PGR informed 
Pemex that it would call several current and former officials to 
appear as witnesses in its ongoing investigation into acts of cor-
ruption in Mexico involving Odebrecht and Braskem.159 

In July 2017, Pemex cancelled a USD $100 million (1.8 bil-
lion MXP) contract with Odebrecht.160 The cancellation of the 
contract has been touted as “the first tangible result” of the 
investigation by the Mexican government into misconduct by 
Odebrecht that led to a multi-billion dollar settlement with 
U.S., Brazilian, and Swiss authorities.161 Some observers have 
suggested that the Mexican government’s handling of the 
investigation and possible prosecution of Odebrecht-related 
schemes will be a litmus test for the country’s anti-corruption 
commitment and capabilities going forward. 

As of July 2018, Mexico’s government has enough to charge 
officials connected with these schemes, often considered one of 
the biggest corruption scandals in Latin American history.162 
Still, two separate federal investigations have stagnated, de-
spite parallel proceedings by U.S. and Brazilian authorities.163 
Mexico’s government has largely refused to bring charges be-
cause of a concern it could have affected the then governing 
party (the PRI) ahead of the July 2018 presidential election, 
according to those with direct knowledge of the case.164 

B. Joaquín “El Chapo” Guzmán Loera
Few scandals have commanded more attention—both inside 
and outside of Mexico—than the exploits of Sinaloa cartel 
leader Joaquín “El Chapo” Guzmán Loera. In July 2015, 
Guzmán escaped from a maximum-security prison facility 

gifts to foreign public officials to secure an improper advan-
tage in connection with an international business transac-
tion.138 In addition, the FCC prohibits (1) individuals from 
providing—or offering to provide—money or gifts to domes-
tic public officials, and (2) domestic public officials from re-
ceiving—or soliciting—money or gifts in exchange for induc-
ing or omitting an official act.139 Following adoption of the 
National Anti-Corruption System, the FCC will continue to 
penalize Mexican companies that commit bribery abroad.140

C. Implementation 
Implementation of the National Anti-Corruption System has 
been sluggish, with some claiming that progress has “stagnated” 
and the “process of appointing its key officials lacks credibil-
ity.”141 Notwithstanding this criticism, some key appointments 
have been made. On January 30, 2017, the Senate appointed five 
citizens to the Citizen Participation Committee.142 Five months 
later, on May 30, 2017, Ricardo Salgado Perrilliat was unani-
mously elected by the six-member governing body to be the 
Technical Secretary of the National Anti-Corruption System.143 

Progress on other key appointments remains stalled. On July 
19, 2017, the one-year deadline for implementing anti-corrup-
tion rules passed—with significant positions still unfilled.144 
The National Anti-Corruption System remains effectively lead-
erless as Mexico’s Senate, which is constitutionally mandated to 
appoint a leader, has been unable to choose an anti-corruption 
prosecutor to head the organization.145 In addition, after former 
President Peña Nieto proposed a list of 18 appointees to serve as 
special corruption-focused judges, both political parties ques-
tioned the partiality of the nominees as well as a lack of trans-
parency about how they were chosen.146 Further, nearly half of 
the Mexican states have not passed legislation at the local level 
necessary to implement the anti-corruption regime.147 

Even leading up to the July 2018 General Election, full im-
plementation and functionality of the National Anti-Corrup-
tion System remained stymied. Former President Peña Nieto’s 
administration did not demonstrate the political will needed to 
make the system effective.148 The former administration failed 
to fill the nearly two dozen vacant positions including anti-
corruption judges and the special anti-corruption prosecu-
tor.149 Members of the Citizen Participation Committee must 
be included in key discussions about corruption cases, but in 
interviews, all five members of the special citizen commission 
recited a long inventory of obstacles placed before them by 
the government.150 The National Anti-Corruption System also 
faces other significant challenges in terms of implementation, 
including problems within Mexico’s judicial system, which 
has been weakened over the years by a lack of resources.151 

D. The López Obrador Administration
The López Obrador Administration has ensured that it  
will continue to pursue the advancement of the National  
Anti-Corruption System. Secretary Perillat assured that the 
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anti-establishment mood by favoring and ultimately electing 
President López Obrador, a leftist of the MORENA party, in 
the July 2018 Mexican General Election. 

D. State-Level Corruption
Former President Peña Nieto is not the only member of the PRI 
party to be ensnared by corruption allegations. In September 
2016, Mexican federal prosecutors assumed control of two 
investigations alleging, inter alia, diversion of public funds 
and embezzlement by Javier Duarte, Governor of Veracruz, 
Mexico.180 On October 12, 2016, Duarte volunteered to re-
sign as governor—weeks before his term was set to expire—to 
face corruption charges.181 Despite his offer to resign, Duarte 
maintained that he was innocent of all charges.182 Shortly after 
his resignation, Duarte disappeared,183 and was subsequently 
arrested in Guatemala in April 2017.184 Duarte is suspected of 
corruption, embezzling USD $35 million, and of being involved 
in organized crime.185 According to some reports, USD $2.5 
billion spent by Duarte’s administration remains unaccounted 
for.186 During Duarte’s tenure, Veracruz became one of the most 
dangerous regions in Mexico for journalists—17 journalists 
were killed in Veracruz while Duarte was governor.187 

Another Mexican official, Jose Manuel Saiz, was indicted 
in May 2017.188 Saiz and his wife are accused of conspiring to 
launder money and to commit bank fraud, and it is suspected 
that they hid USD $50 million in the United States.189 Saiz was 
the secretary of finance for the State of Tabasco from 2007 
until 2012.190 

Still another former governor, Tomás Yarrington, the ex-
governor of Tamaulipas, is alleged to have been assigned state 
security guards while fleeing money-laundering and drug 
trafficking charges between July and December 2016.191 The 
state-sanctioned ssecurity was provided while the federal 
government was supposedly searching for Yarrington.192 Yar-
rington was arrested in April 2017 by Italian police, acting on 
a U.S. warrant, in Florence, Italy.193 At the time of his arrest, 
Yarrington had been a fugitive for almost five years.194

In February 2018, the government auditor said that 1.3bn 
pesos (USD $71 million) of public money had gone missing 
from two ministries run by Rosario Robles, now secretary of 
agrarian development.195

Finally, a report claims that the Mexican government has 
spied on journalists and other citizens. According to a report 
by the Citizen Lab, based at the University of Toronto, the 
government used malware to infect the cellphones of journal-
ists and anti-corruption activists.196 The report suggests that 
the malware was also used to target senior members of parties 
opposing the current government, such as the PAN party.197 
The Mexican government during the Peña Nieto administra-
tion was on the defensive for months, battling these revela-
tions that surveillance technology it acquired has been used 
to spy on some of the nation’s most prominent human rights 
lawyers, academics, and journalists.198 

via a mile-long tunnel—equipped with a motorbike on rails—
through an opening dug beneath his prison cell shower.165 
Guzmán had previously escaped from a maximum security 
prison in 2001.166 Although Guzmán ultimately was re-cap-
tured by Mexican authorities after a months-long manhunt, 
his escape prompted widespread speculation that corrupt gov-
ernment officials had provided assistance to the cartel leader 
in exchange for improper payments.167 For example, Mexico’s  
Interior Minister, Miguel Ángel Osorio Chong, publicly 
opined that prison staff had helped Guzmán to escape.168  
Multiple prison employees were ultimately charged with aid-
ing Guzmán’s escape.169 Following his re-capture, Guzmán 
was extradited to the United States, where he is being held in 
solitary confinement in New York.170

C. The White House (Casa Blanca) Scandal
Former President Peña Nieto and his wife also were the sub-
jects of a corruption scandal, designated in the Mexican press 
as the “White House” (Casa Blanca) scandal.171 In December 
2014, a prominent Mexican journalist reported that the Peña 
Nietos’ private residence—a 15,220-square-foot property  
located in an exclusive Mexico City neighborhood, valued at 
USD $7 million—was registered to a subsidiary of a Mexi-
can company called Grupo Higa SA.172 Grupo Higa had been 
awarded multiple government contracts by the Peña Nieto ad-
ministration (as well as during Peña Nieto’s previous stint as 
governor of the State of Mexico), including a cancelled multi-
billion dollar contract to build a high-speed train from Mexico  
City to Querétaro, an industrial center in central Mexico.173 
Although a six-month investigation led by Mexico’s federal 
comptroller, Virgilio Andrade (a Peña Nieto appointee), con-
cluded that former President Peña Nieto did not act illegally, 
the scandal took a significant toll on Peña Nieto’s popular-
ity, as well as his credibility as an anti-corruption minded re-
former.174 Upon signing the National Anti-Corruption System 
into law, former President Peña Nieto of the PRI party issued 
a rare public apology for the White House scandal, in which 
he acknowledged the damage that the scandal had inflicted 
upon his administration’s credibility (while maintaining that 
his conduct did not violate any laws).175

During his term, former President Peña Nieto’s approv-
al rating was extremely low, with some sources claiming it 
plummeted to 12 percent.176 Several factors contributed to his 
decline in popularity. For example, the White House scan-
dal and the 2014 disappearance of 43 students negatively af-
fected his presidency.177 Other relevant factors contributing to 
his decline include a softening Mexican economy, spikes in 
gas prices, and the president’s perceived inability to deal ef-
fectively with the Trump administration.178 As a result, dis-
content grew among Mexican citizens, who were especially 
tired of graft and chaotic violence, and they set to reject 
the PRI party that has governed the country for most of the 
past century.179 Mexican citizens instead embraced a global  
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The USD $30 million included a USD $17.4 million pay-
ment to DOJ as a criminal penalty relating to bribes paid to 
Mexican government officials,215 and more than USD $13 mil-
lion to the SEC, comprised of a USD $5.82 million disgorge-
ment, USD $702,205 in interest, and USD $6.5 million in 
civil penalties.216 In addition, Zimmer Biomet was required to 
retain an independent compliance monitor for three years to 
review its anti-corruption compliance efforts.217 

C. Aviation Bribery Scheme
Between 2006 and 2016, over USD $2 million in bribes were 
paid to Mexican officials to secure contracts for aviation parts 
and service contracts with the government.218 Six individual 
co-defendants pleaded guilty and faced sentencing in relation 
to the charges—four businessmen pleaded guilty to charges 
under the FCPA and two former Mexican officials pleaded 
guilty to money laundering offenses.219 

The four businessmen owned or were associated with U.S. 
aviation companies, including Houston-based Global Avia-
tion Services. Douglas Ray pleaded guilty in October 2016 to 
conspiring to violate the FCPA and to commit wire fraud.220 
Ray was sentenced to 18 months’ imprisonment and required 
to pay USD $590,000 in restitution in March 2017.221 Victor 
Hugo Valdez Pinon also pleaded guilty in October 2016 to 
conspiring to violate the FCPA and to commit wire fraud.222 
He was sentenced to one year in prison and required to pay 
approximately USD $90,000 in restitution in March 2017.223 
Kamta Ramnarine pleaded guilty in November 2016 to con-
spiring to violate the FCPA and was sentenced to a three-year 
term of probation in February 2017.224 Finally, Daniel Perez 
pleaded guilty in October 2016 to conspiring to violate the 
FCPA and was sentenced a three-year term of probation in 
February 2017.225

The two Mexican officials that pleaded guilty to conspiring 
to commit money laundering were Ernesto Hernandez Mon-
temayor and Ramiro Ascencio Nevarez. Montemayor plead-
ed guilty in December 2015 to conspiring to commit money 
laundering and was sentenced to 24 months’ imprisonment in 
January 2017.226 Nevarez pleaded guilty March 2016 to con-
spiring to commit money laundering; he was sentenced to 15 
months’ imprisonment.227 

D. Teva Pharmaceuticals
In December 2016, Teva Pharmaceuticals and its Russian 
subsidiary agreed to resolve criminal charges for schemes in-
volving bribery of officials in Mexico, Russia, and Ukraine in 
violation of the FCPA. Teva agreed to pay a criminal penalty 
of USD $283 million to the DOJ228 and USD $236 million in 
disgorgement and interest to the SEC,229 for a combined pen-
alty of nearly USD $520 million.

In Mexico, Teva’s subsidiary paid bribes to government 
doctors to drive prescriptions of the company’s drugs.230 In 
Ukraine, Teva provided a government official more than USD 

RECENT UNITED STATES ENFORCEMENT ACTIONS
A. Banamex USA
On February 28, 2014, a multinational banking and financial 
services corporation announced that it planned to restate its 
2013 earnings after discovering USD $400 million in bad loans 
made to its Mexican subsidiary, Banamex.199 The corporation 
reported that Oceanografía S.A. de C.V., a Mexican oil services 
company, fraudulently obtained credit from Banamex using in-
voices that falsified amounts owed to Oceanografía by Pemex.200  
By March 3, 2014, news outlets confirmed that law enforcement 
agencies from the Mexican Attorney General’s Office, the FBI, 
and the SEC were investigating the allegations.201 While the 
SEC reviewed whether the corporation engaged in accounting  
fraud and possible FCPA violations,202 a U.S. federal grand 
jury announced a probe into the corporation’s and Banamex’s 
compliance with the U.S. Bank Secrecy Act and regulations 
on money laundering.203 The grand jury announcement came 
nearly a year after the U.S. Federal Reserve demanded im-
provements to the corporation’s anti-money laundering proce-
dures and related internal audits.204 The Mexican government 
took control of Oceanografía in order to preserve records and 
maintain operations during the investigations.205 

Oceanografia collapsed in 2014206 and Amado Yanez,  
the CEO of Oceanografia, was imprisoned in October 2014.207 
He was released in April 2017, a decision interpreted by some 
as indicative of corruption in the government.208

In July 2015, Banamex was fined by federal and state bank-
ing regulators USD $140 million for failing to address money 
laundering risks.209 The fine was attributed to the bank’s fail-
ure to implement an effective anti-money laundering program. 
According to an FDIC press release, Banamex “failed to retain 
a qualified and knowledgeable [Bank Secrecy Act] officer and 
sufficient staff, maintain adequate internal controls reasonably 
designed to detect and report illicit financial transactions and 
other suspicious activities, provide sufficient BSA training, 
and conduct effective independent testing.”210

B. Zimmer Biomet
In January 2017, Zimmer Biomet Holdings Inc., an Indi-
ana-based manufacturer of orthopedic and dental implants, 
agreed to pay USD $30 million to resolve parallel DOJ and 
SEC investigations regarding violations of the Foreign Corrupt  
Practices Act.211 The DOJ and SEC claimed that Zimmer 
Biomet’s conduct breached a 2012 deferred prosecution agree-
ment, pursuant to which the company also was required to re-
tain an independent monitor.212 More specifically, prosecutors 
claimed that Biomet failed to implement internal controls at 
its Mexican subsidiary, despite red flags that had made execu-
tives and employees aware of suggesting that bribes were being 
paid.213 As a result, Biomet allowed the Mexican subsidiary to 
pay bribes to Mexican customs officials so that it could import 
contraband dental implants into Mexico that lacked proper 
registration or labeling.214
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USD $623.2 million to resolve criminal and civil liability in 
connection with a scheme to pay kickbacks to doctors and 
hospitals, in violation of the Anti-Kickback Statute and fed-
eral and various state False Claims Acts.244 OCA had obtained 
more than USD $600 million in sales and realized gross profits 
of more than USD $230 million for making illegal payments to 
doctors and hospitals in the United States and Latin America. 

From 2006 to 2011, OLA provided improper benefits (e.g., 
cash, personal travel, heavily discounted equipment) to em-
ployees of government-affiliated healthcare centers in multiple 
countries in Latin America, including Mexico and Brazil, in 
order to drive sales of OLA medical equipment.245 According 
to DOJ, OLA used a network of “training centers” to deliver 
the improper benefits to pre-selected healthcare professionals, 
paying approximately USD $3 million to influence sales and 
making over USD $7.5 million in profit.246 The DPA required 
OLA to pay a criminal penalty of USD $22.8 million, to re-
tain a corporate compliance monitor (the same monitor to be 
engaged by OCA under its separate DPA) for a period of three 
years, and to implement a number of compliance measures.247 
A DOJ press release explained that the Department considered 
several following factors in negotiating the terms of OLA’s 
DPA, including that OLA did not voluntarily disclose the mis-
conduct in a timely manner.248 Notwithstanding its failure to 
voluntarily disclose, OLA received a 20 percent reduction in 
penalty for cooperation, including its extensive internal inves-
tigation and organization and translation of numerous foreign 
language documents.249

G. Wal-Mart
On April 21, 2012, The New York Times reported that Wal-
Mart de Mexico, Wal-Mart’s largest foreign subsidiary, had 
allegedly paid more than USD $24 million in bribes to Mexi-
can officials to obtain expedited building permits.250 A sub-
sequent New York Times article, published on December 17, 
2012, suggested that Wal-Mart de Mexico also had bribed 
an official to change a zoning map to allow development in 
an area not zoned for commercial use.251 Investigations by the 
DOJ and the SEC are ongoing. The New York Times’ articles 
on the Wal-Mart case drew widespread international atten-
tion; however, a report in 2015 by The Wall Street Journal 
suggests that the U.S. government’s probe of Wal-Mart’s 
conduct in Mexico “has found little in the way of major of-
fenses.”252 In October 2015, The Wall Street Journal reported 
that, although the U.S. government’s investigation is still on-
going, “it is possible the case could be resolved with a fine 
and no criminal charges leveled against individual Wal-Mart 
executives.”253 In October 2016, Wal-Mart reportedly rejected 
a proposed settlement of at least USD $600 million to resolve 
the DOJ’s and SEC’s investigations of bribery in multiple mar-
kets, including Mexico.254 

The investigation has taken a significant toll upon  
Wal-Mart, reputationally and financially. Wal-Mart’s CEO,  

$200,000 and vacations in exchange for assistance securing 
registration of Teva’s pharmaceutical products.231 In Russia, 
Teva contracted with a distribution company owned by a gov-
ernment official; in exchange for bribes, the official used his 
influence to increase sales of Teva’s products to government 
entities.232

Teva entered into a deferred prosecution agreement and 
was required to retain a corporate compliance monitor for a 
three-year term.233 Teva’s Russian subsidiary pleaded guilty to 
conspiring to violate the FCPA’s anti-bribery provisions. Teva 
did not voluntarily self-disclose its conduct in a timely man-
ner.234 Teva received a 20 percent reduction from the bottom 
of the sentencing range for its substantial cooperation and 
remediation. Teva did not receive full cooperation credit due 
to issues at the outset of DOJ’s investigation, including over-
broad assertions of privilege and failing to timely comply with 
DOJ document requests.235

E. Key Energy Services, Inc.
On August 11, 2016, the SEC announced that Key Energy 
Services, Inc., a Houston-based energy company, agreed pay 
USD $5 million in disgorgement to resolve violations of the 
internal controls and books-and-records provisions of the 
FCPA.236 The SEC’s investigation found evidence that Key En-
ergy’s Mexican subsidiary, Key Mexico, made payments to an 
employee at Pemex to obtain assistance and information that 
would benefit Key Energy while negotiating contracts with 
Pemex.237 The SEC alleged that Key Mexico paid the Pemex 
employee through a third-party consulting firm, and that Key 
Mexico’s former country manager did not disclose the con-
sulting firm’s connection to the Pemex employee to his supe-
riors at Key Energy.238 The indirect payments to the Pemex 
employee reportedly were mis-recorded as legitimate business 
expenses in Key Mexico’s books.239

The SEC did not impose a civil penalty on Key Energy, 
citing the company’s current financial condition, its abil-
ity to maintain necessary cash reserves, and the company’s 
cooperation and voluntary remedial measures.240 According 
to the company’s filing on April 28, 2016, the DOJ closed 
its investigation and declined to prosecute.241 And during 
the fourth quarter of 2016, Key Energy completed the sale 
of their business in Mexico and Mexico is no longer part of  
their international segment.242 

F. Olympus Corporation
On March 1, 2016, Olympus Latin America Inc. (“OLA”), a 
subsidiary of Japan-based medical equipment manufacturer 
Olympus Corporation, entered into a deferred prosecution 
agreement (“DPA”) with the DOJ related to alleged improper 
payments to Central and South American health officials.243 
On the same day, another Olympus Corporation subsidiary, 
Olympus Corporation of the Americas (“OCA”), entered into 
a separate DPA with DOJ, under which OCA agreed to pay 
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filing with the Mexican stock exchange in March 2017 that 
under its settlement with the SEC, it will withdraw its over-
the-counter American depositary receipts, and for five years 
will abstain from offering securities in the U.S. and from 
publishing financial or business information in English on its 
website.269

CONCLUSION
For many years, Mexico has been marked by widespread cor-
ruption at the state and local levels, and collusion between 
public officials and drug cartels, resulting in massacres, forced 
disappearances, and other brutal forms of violence. The 2018 
election signaled that Mexico is ready for real change. 

Having captured the ”anti-establishment” sentiment 
in Mexico, one dynamic to watch is how exactly President 
López Obrador will implement the leftist policies he pro-
posed on the campaign trail, how business leaders in the 
private sector will respond to those policies, and how those 
policies might impact the Mexican economy. It will also be 
important to track whether López Obrador will instead veer 
closer to the center and adopt a more moderate tone during 
his presidency, especially with regards to foreign and domes-
tic investment in areas such as the energy sector. Additional-
ly, López Obrador’s position on USMCA and his support for 
reaching an agreement with the United States and Canada 
will be crucial to chart. 

Another dynamic to watch is how Mexico’s new admin-
istration under President López Obrador will carry out the 
implementation of the National Anti-Corruption System 
that began under the Peña Nieto administration and what 
other anti-corruption efforts President López Obrador might 
champion in order to promote structural change. It will also 
be important to track how Mexico’s implementation of the 
National Anti-Corruption System will affect the willingness 
of international enforcement agencies to cooperate and share 
information with Mexican authorities. In recent years, DOJ 
and SEC have demonstrated increased cooperation with other 
international regulators, and increase cooperation with Mexi-
can authorities may enhance Mexico’s ability to enforce do-
mestic anti-corruption laws. 

In light of the country’s elevated risk profile, companies 
conducting business in Mexico would be well-served to take 
proactive risk mitigation steps, such as implementing ap-
propriate policies and procedures, delivering training to rel-
evant employees, and conducting proactive anti-corruption  
monitoring.

Douglas McMillion, was ordered by a federal judge in May 
2017 to submit to questioning for a shareholder lawsuit re-
lated to the bribery claims.255 Investors began pummeling 
the retail giant with numerous lawsuits tied to the Mexican 
bribery allegations, which have since been winnowed into a 
stock-drop class action in Arkansas federal court and a con-
solidated derivative suit in Delaware.256 Mexican authorities 
also launched their own investigations into the allegations.257 
And according to its regulatory filings, the company has spent 
close to USD $900 million on legal fees and other expenses 
from 2012 through July 2017 in connection with overhauling 
its compliance program and handling the government investi-
gations, investor suits and internal reviews.258

Final resolutions with the DOJ and the SEC have not been 
reached. However, Wal-Mart Stores expects to pay USD $283 
million to resolve these long-running investigations because 
investigations have reached a point where the company can 
reasonably estimate a probable loss.259 This amount weighs in 
well below some other FCPA settlements, such as Swedish tele-
com Telia Co. AB’s nearly USD $1 billion deal from September 
2017 and the $730 million deal reached in May 2018 with 
Brazilian engineering conglomerate Odebrecht SA.260

H. Desarrolladora Homex
Mexico-based home builder Desarrolladora Homex S.A.B. 
de C.V. (Homex) allegedly overstated home sales revenue by 
USD $3.3 billion and units sold by 100,000 during a three-
year period.261 The SEC used satellite-imaging techniques to 
demonstrate that the company had not even broken ground 
on large sites where it reported substantial revenue from home 
sales.262 The SEC’s complaint highlights, for example, that 
Homex reported revenues from a project site in the Mexican 
state of Guanajuato where every planned home was purport-
edly built and sold by December 31, 2011.263 Satellite images 
of the project site on March 12, 2012, show it was still largely 
undeveloped and the vast majority of supposedly sold homes 
remained unbuilt.264 

According to the SEC’s complaint, Homex filed for the 
Mexican equivalent of bankruptcy protection in April 2014 
and emerged in October 2015 under new equity ownership.265 
The company’s then-CEO and then-CFO have been placed on 
unpaid leave since May 2016.266 Homex has since undertaken  
significant remedial efforts and cooperated with the SEC’s 
investigation.267 No monetary penalty was assessed, but Ho-
mex agreed to forego any offering of securities in the U.S. 
for at least five years.268 More specifically, Homex said in a 
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Anti-corruption developments in

Panama
OVERVIEW
In April 2016, media outlets worldwide began reporting allega-
tions of corruption involving Panama after approximately 11.5 
million files from Panama-based law firm Mossack Fonseca,  
a provider of offshore services, were leaked to over 370 jour-
nalists.1 The documents—known as the Panama Papers— 
revealed the identities of otherwise anonymous owners of more 
than 210,000 offshore holding companies in 21 jurisdictions 
around the world, including Panama.2 Such anonymous own-
ers included 140 public figures from more than 50 countries 
and some of the world’s biggest banks.3 Vehicles for wealth 
protection and tax planning, offshore holding companies also 
may enable their anonymous owners to evade taxes, launder 
money, pay bribes, and finance terrorism.4 Consequently, 
many began criticizing Panama for permitting anonymous  
offshore services on such a large scale.5 

Lost in much of the media coverage, however, was the con-
text relating to the country itself, including its history as a hub 
for trade, its regulations regarding transparency in its offshore 
sector, and its efforts to bring its anti-money laundering laws 
and regulations in line with international standards. As one of 
the country’s first sovereign acts following independence from 
Colombia, Panama signed a treaty granting the land that now 
contains the Panama Canal to the United States.6 In 1977, the 
United States agreed to transfer complete control of the Canal 
Zone back to Panama; the transfer was completed in 1999.7 
In 2017, 13,548 ships passed through the canal, earning the 
country USD $2.8 billion in revenue.8

Panama has a stable, dollarized economy and a govern-
ment that consistently supports free trade.9 It is well regarded 
by the business community for its democratic structure, free 
trade zones, efficient corporate laws, developed services sector,  
and strong privacy rights.10 Furthermore, Panama has either 
implemented or is actively pursuing free trade agreements 
with countries across the Americas, the European Union, 
and Asia.11 Pursuant to these negotiations and agreements, 
Panama continues to be one of the fastest growing economies 
worldwide.12 According to the World Bank, the Panamanian 
economy is expected to have an average annual growth rate of 
5.5 percent in 2018 and 5.6 percent in 2019.13 

Such growth is attributable, in part, to the steps Panama 
has taken to incentivize foreign businesses to locate within its 
cities and 17 Free Trade Zones (FTZs).14 As discussed below, 
Panama has implemented several policies to prevent foreign 
investors from being treated adversely in comparison to do-
mestic investors. Additionally, Panama does not require in-
vestors to publicly disclose their ownership of Panama-based 

entities and even exempts the employees of multinational com-
panies that locate their regional headquarters in Panama from 
paying income tax.15 Finally, Panama’s seventeen FTZs offer 
tax-free status, special immigration privileges, license and 
customs exemptions, and special incentives for manufactur-
ers, back office operations, and call centers.16 Each of these 
steps has provided fertile ground for the country to continue 
its tradition of being open for business with multinationals. As 
a result, 146 multinational companies have obtained licenses 
to operate regional headquarters in Panama.17 

Unfortunately, Panama’s pro-trade and pro-business poli-
cies have engendered both the perception and reality that it is 
a prominent tax haven and money laundering center.18 More-
over, any fight against money laundering in the offshore ser-
vices industry is hampered by public official corruption as well 
as dictatorship-era libel and contempt laws. Panama is further 
plagued by a perception that the country’s enforcement offi-
cials do not rigorously enforce anti-corruption laws, and that 
the investigation and prosecution of corruption is not a high 
priority.19 

FOREIGN INVESTMENT IN PANAMA
According to the U.S. Department of State, “Panama attracts 
one of the highest levels of foreign direct investment from the 
region and from around the world.”20 In 2017, foreign direct 
investment (FDI) in Panama reached USD $5.29 billion, a 1.5 
percent increase from 2016.21 In addition to the steps Panama 
has taken to incentivize foreign businesses to locate within its 
cities and seventeen FTZs, discussed above, the country’s suc-
cess in attracting FDI is also due to a combination of high 
productivity and low regulatory barriers to business develop-
ment. Panama is currently ranked 50th in the World Economic 
Forum’s 2017 to 2018 Global Competitiveness Index, which 
measures productivity and growth potential across 137 coun-
tries.22 Similarly, the country is currently ranked 79th in the 
World Bank’s Doing Business Index, which ranks 190 coun-
tries on their “ease of doing business,” evaluating the regu-
latory environment’s conduciveness to starting and operating 
business.23 

In general, Panama’s commercial regulations are transpar-
ent, its corporate tax rates are moderate, and its FTZs offer 
significant tax and customs advantages.24 The Colon Free 
Trade Zone, which encompasses the Caribbean entrance to 
the Panama Canal, is the second-largest free trade zone in the 
world.25 One regulatory advantage Panama offers is that, with 
few exceptions, there is no distinction made under the nation’s 
laws between national and foreign investors.26 Foreigners 
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may establish corporations and obtain operating licenses in  
Panama without being legally resident or physically present 
in the country.27 Additionally, Panama does not tax foreign 
investors for interest or income earned outside of the coun-
try.28 Significant investors in new Panamanian companies, 
i.e., those who invest USD $160,000 or more, can also readily 
obtain business visas and eventually citizenship through the 
Panama Business Investor Visa program.29 FDI in the country 
is also driven by Panama’s dollarized economy, strategic geo-
graphic location, political stability, and international reputa-
tion in the logistics and finance industries.30 

Panama’s principal FDI sources are the U.S. (17.7 percent), 
Colombia (17.3 percent), Switzerland (7.7 percent), United 
Kingdom (6.4 percent), and South Africa (5.7 percent).31 In 
2017, several high-profile multinational companies estab-
lished regional headquarters in Panama, including consultant 
giant McKinsey & Company and “Big Four” accounting firm 
Ernst & Young.32 This trend follows a wave of other big name 
brands that opened regional headquarters in Panama in 2016, 
including Sony and Adidas.33 The Trade Promotion Agree-
ment (“TPA”) between Panama and the U.S., in effect since 
October 2012, and the U.S.-Panama Bilateral Investment 
Treaty (“BIT”), in effect since 1991, further promote FDI by 
U.S.-based entities.34 To secure FDI growth internationally, 
Panama has entered into 22 bilateral investment protection 
agreements with nations, including Argentina, Canada, Chile, 
Cuba, Czech Republic, Dominican Republic, Finland, France, 
Germany, Italy, Korea, Mexico, Netherlands, Qatar, Spain, 
Sweden, Switzerland, Ukraine, United Kingdom, United 
States, and Uruguay.35 

Recently, Panama has seen promising growth in its real 
estate and tourism sectors.36 Pending BITs with Belgium, 
Luxembourg, and United Arab Emirates, as well as ongoing 
negotiations with China for a free trade agreement, promise 
targeted FDI growth for Panama in the near future.37 How-
ever, the country still faces FDI obstacles, including high labor 
costs, lack of skilled workers, difficulty enforcing payment ob-
ligations related to government procurements, and perceived 
lack of judicial transparency.38 Further, real and perceived cor-
ruption risks, as discussed below, may have a chilling effect on 
the country’s future FDI growth.

CORRUPTION IN PANAMA
By many indicators, doing business in Panama comes with 
a significant risk of corruption. Transparency International 
identified Panama as the 96th most corrupt country out of the 
180 countries evaluated in its 2017 Corruption Perceptions  
Index.39 Other reports confirm this reputation, internationally 
and domestically. The Tax Justice Network ranked Panama 
12th on its index, which weighs a country’s secrecy against its 
share of the global financial services market.40 In 2010, the 
World Bank found that over 30 percent of private sector firms 
in Panama expected to give gifts to public officials, whereas 

only 10 percent had the same expectation in Latin America 
and the Caribbean generally.41 In 2012, a Gallup study found 
that over 78 percent of Panamanians believed that corruption 
was widespread in their government.42 

Panama’s business-friendly policies that spurred FDI growth 
have also brought a fair share of corruption to its shores.43 
Panama allows for the existence of bearer share corporations, 
corporations in which equity is wholly owned by whoever 
physically holds the stock certificate, rendering the company 
shareholders effectively untraceable.44 Panama also allows un-
limited amounts of cash to be moved into its FTZs and used 
within the FTZs, without taxes.45 Significantly, Panama lacks 
any verification process to confirm that bulk cash declarations 
were used for lawful business purposes within its FTZs.46 Thus, 
the United States Department of State believes that money from 
drug trafficking, financial fraud, tax evasion, and corruption 
is easily funneled into Panama-based entities, where it may be 
laundered and returned to the legitimate market.47

 Like regulations enabling the free movement of cash into 
and out of FTZs, Panamanian laws relating to investigative 
power and defamation limit the extent to which public and 
private individuals can be held accountable for illegal activity. 
Under Panamanian law, only the National Assembly may ini-
tiate corruption investigations of the Supreme Court and only 
the Supreme Court may initiate corruption investigations of 
the National Assembly, which effectively encourages a “non-
aggression pact” between those branches of government.48 
This arrangement compounds the fear that acts of official 
corruption are not prosecuted.49 The extent of official corrup-
tion, however, cannot be readily evaluated. After all, reporters 
and whistleblowers face strict defamation laws when decid-
ing whether to assert that government officials are involved in 
corruption.50 Individuals accused of corruption are also rarely 
prosecuted and almost never incarcerated.51

CALLS FOR REFORM
Panama has undertaken some efforts to address its reputation 
for corruption. President Juan Carlos Varela campaigned on 
a platform of eliminating government corruption, increasing 
transparency, and prosecuting corrupt officials.52 His cam-
paign promises were unsurprising, however, given that Presi-
dent Varela’s predecessor, Ricardo Martinelli, is perceived to 
have had the “most corrupt administration since the return 
to democracy in 1990.”53 Since President Varela took office in 
2014, his government has filed corruption charges against sev-
eral former government officials, including the former head of 
the Supreme Court, who was sentenced to five years in prison.54  
In a recent speech before parliament, President Varela empha-
sized his administration’s focus on anti-corruption.55

President Varela’s government has also taken efforts to re-
spond to Panama’s reputation for money laundering and finan-
cial opacity. In 2014, the International Monetary Fund (IMF) 
determined that Panama is vulnerable to money laundering  
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schemes through multiple mechanisms, including drug traf-
ficking, fraud, and financial and tax crimes.56 Although  
Panama had already criminalized money laundering and ter-
rorist financing, the IMF found that the validity of these laws 
was constitutionally uncertain, that their scope did not extend 
to all high-risk sectors of the offshore services economy, and 
that they provided enforcement authorities with inadequate 
resources and power.57 As a result, the IMF’s Financial Action 
Task Force (FATF) placed Panama on its watch list, known as 
the “gray list,” for countries that lack sufficient anti-money 
laundering legislation.58 

President Varela’s government responded by introducing 
new legislation, including Law 23 discussed in detail below, to 
address the IMF’s concerns.59 Consequently, the FATF decided 
to remove Panama from its “gray list” in February 2016, less 
than two months before the Panama Papers leak.60 Following 
the leak, President Varela’s government, in July 2016, further 
strengthened its commitment to the fight against corruption 
by signing the OECD Multilateral Convention on Mutual 
Administrative Assistance in Tax Matters.61 This Convention 
imposes standard reporting requirements targeted at detect-
ing tax evasion, obligates Panama to assist in international in-
vestigations, and serves to greatly increase Panama’s financial 
transparency.62 In January 2018, FATF released an updated 
report analyzing the compliance levels with its prior recom-
mendations regarding Panama.63 The report concluded that 
“[c]ompetent authorities are deemed to be cooperative and 
in charge of coordinating the proper development of policies 
and activities” to combat money laundering and illicit financ-
ing, but that “limitations have been found in the scope of” 
Panama’s strategy.64 

To further increase Panama’s financial transparency,  
President Varela appointed a seven-person Independent  
Committee of National and International Experts on April 
29, 2016.65 The Committee was created to “evaluate existing 
practices of the central Panamanian financial services” and 
advise the government on reforms to increase transparency 
in Panama’s financial and legal systems.66 The Committee 
released its report in November 2016.67 The report included 
more than 30 recommendations for increasing transparency, 
including a recommendation that Panama immediately ad-
dress its offshore business model and the illicit transactions 
circulating through its financial system.68

Panama is also one of the members of the Group of  
International Finance Centre Supervisors (GIFCS).69 The 
Basel Committee on Banking Supervision created GIFCS to 
promote compliance with the Basel Core Principles and FATF 
recommendations among its members.70 GIFCS was designed 
to “[c]ontribute to global financial stability through the sup-
port and adoption of international regulatory standards and 
the promotion of best practice where appropriate.”71 On 
November 29, 2016, GIFCS met in Chile to discuss mecha-
nisms to strengthen its oversight of financial facilitators who  

provide offshore havens to enable tax evasion, corruption, and 
financial crimes.72 As agreed upon in that meeting, GIFCS is 
currently in the process of completing evaluations for each of 
its member countries with respect to compliance with GIFCS 
standards.

Nonetheless, calls for reform remain, including by the 
U.S. State Department. The U.S. State Department, first, as-
serts that the Panamanian government lacks strong systemic 
checks and balances to effectively incentivize accountability.73 
Second, it argues that Panama could more effectively imple-
ment the United Nations’ Anti-Corruption Convention and 
the Organization of American States’ Inter-American Con-
vention Against Corruption, which it signed in 2005 and 
1998, respectively.74 Third, it observes that the FTZs remain 
“vulnerable to illicit financial activities and abuse by criminal 
groups, due primarily to weak customs enforcement and lim-
ited oversight of trade and financial transactions.”75 Thus, de-
spite recent mitigation efforts, the risk of corruption remains 
relatively high in Panama.

CURRENT ENFORCEMENT REGIME
Anti-Money-Laundering Enforcement
Panama has long criminalized money laundering, provided 
the funds originated from one of an express list of predicate 
offenses.76 In 2015, Panama aimed to further strengthen its 
regulatory framework by expanding its legal definition of 
money laundering, streamlining enforcement and investigative 
cooperation, and tightening controls over security ownership. 
The enactment of Law 10 and Law 34 added predicate offens-
es, which greatly expanded the conduct criminalized as money 
laundering by broadening it to cover terrorist financing.77 Law 
11 enacted provisions to facilitate cooperation in international 
criminal investigations and prosecutions. Law 18 enacted pro-
visions to strengthen controls over equity securities, namely 
through the appointment of custodians.78 Law 47 ratified the 
Intergovernmental Agreement (IGA), which enforces compli-
ance of the Foreign Account Tax Compliance Act (FATCA). 
This ratification makes it easier for the United States and 
Panama to exchange information on foreign financial insti-
tutions’ customers, in accordance with FATCA. Finally, Law 
23 aligned Panamanian policies with the IMF’s recommenda-
tions, earning Panama’s removal from the FATF’s “gray list.”79 

Law 23 set up a National Commission against Money 
Laundering, Terrorism Financing, and Financing of Prolifera-
tion of Weapons of Mass Destruction, as well as an indepen-
dent Financial Analysis Unit to monitor risks and establish 
policies.80 It also empowered various “Supervisory Entities” 
to “[i]mpose appropriate sanctions” on “Financial Reporting 
Entities” (like banks and trust) and “Non-Financial Reporting 
entities” (like companies in a FTZ, lawyers, and accountants), 
who fail to meet the law’s strict due diligence, customer moni-
toring, and reporting requirements.81 Those sanctions include 
fines of up to USD $1 million and are “applicable not only to 
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With so much of the world’s cargo moving through Pana-
ma, an important consideration for any exporter is the United 
States Bureau of Industry and Security’s authority to punish 
entities who violate the Export Administration Regulations by 
shipping U.S.-origin items, wherever located, without appro-
priate licenses or Export Control Classification Numbers.100 
Companies should also be aware of the penalties they can face 
for violating the sanctions imposed by the United States Office 
of Foreign Assets Control whenever engaging with a Panama-
based entity.101 U.S. companies and their foreign branches risk 
asset freezes, up to 20 years imprisonment, and fines up to USD 
$1 million per violation, whenever they engage in a transaction 
or facilitate a transaction with a Panama-based entity desig-
nated as sanctioned or connected to a sanctioned individual.102 
Currently, there are 172 sanctioned Panama-based entities, 
but the true number of Panama-based entities connected with 
sanctioned individuals is likely far higher, given Panama’s prac-
tice of allowing equity holders to remain anonymous.103

RECENT MAJOR ENFORCEMENT ACTIONS
Domestic Enforcement
Panama’s recent efforts to improve its regulatory framework 
appear to have led to an increase in domestic money launder-
ing investigations.104 A total of 295 money laundering crimi-
nal prosecutions and 251 convictions occurred in Panama in 
2015.105 Many of these cases involved bulk-cash transactions 
presumably connected to drug trafficking, but several cases 
related to money laundering connected to a failed irrigation 
project, which involved the country’s former Vice President 
Felipe “Pipo” Virzi.106 Another money laundering prosecu-
tion involved former Supreme Court Chief Justice Alejandro 
Moncada Luna.107 Virzi and Luna have also been accused of 
corruption, along with former President Ricardo Martinelli 
and former Supreme Court Justice Victor Benavides.108 Allega-
tions against these four officials included embezzlement, money 
laundering, and accepting bribes.109 In 2016, Panama’s Nation-
al Assembly received more than 25 criminal complaints against 
multiple Supreme Court Justices. These complaints contain al-
legations of numerous criminal acts, including “excessive use 
of public funds for international travel, embezzlement of pub-
lic funds, abuse of authority, destruction of evidence, influence 
peddling, overstepping authority, breach of duties, interference 
in the investigative work of the Public Ministry, and corruption 
of public servants.”110

In January 2017, Panamanian prosecutors charged 17 in-
dividuals, including several former government officials and 
businessmen, with money laundering in connection with 
bribes paid by Odebrecht S.A.111 Odebrecht is a Brazilian 
construction conglomerate, which became one of the most 
prominent government contractors under former Panamanian 
President Ricardo Martinelli. Odebrecht entered into a USD 
$3.5 billion settlement with global authorities in 2016 relating 
to schemes to pay hundreds of millions of dollars in bribes 

the Reporting Entities, but also to those [individuals] permit-
ting or authorizing the breach.”82 

Importantly, one of the policies enacted under Law 23 
requires Reporting Entities to make information about final 
beneficiaries of offshore companies available to the Financial 
Analysis Unit during an investigation.83 Law 23, therefore, 
greatly increased transparency for Panama’s offshore services 
industry by empowering investigative authorities to effectively 
lift the corporate veil. 

The U.S. State Department, nonetheless, asserts that Pan-
ama’s “capacity to successfully prosecute and convict money 
launderers remains weak,” in part, because its judiciary and 
prosecutors “remain susceptible to corruption.”84 Panama is in 
the midst of transitioning its judicial structure to a U.S.-style  
accusatory system in an effort to improve its ability to pros-
ecute and convict money launderers.85 The new scheme is op-
erating in six provinces, but has yet to be implemented in the 
commercial centers of Colon and Panama City.86 Still, Pana-
ma conducted at least 295 criminal prosecutions for money 
laundering in 2015, resulting in at least 251 convictions.87 All 
of these known convictions were tied to bulk cash transac-
tions.88 Law 23 requires reporting for successive transactions 
aggregating to amounts as small as USD $10,000.89 Panama 
is, therefore, likely not prosecuting all instances of criminal 
money laundering within its borders. 

The United States has taken steps to improve Panamanian 
enforcement in recent years. The U.S. formed a bilateral com-
mittee with Panama, funded by convicted money launderers’ 
forfeited assets, in 2013.90 More than half of those USD $36 
million in forfeited assets have already been used to strengthen 
Panama’s domestic anti-money-laundering practices.91

Any money laundering that occurs in connection with in-
ternational narcotics trafficking can be prosecuted by the U.S. 
as well.92 Under the Kingpin Act, the United States may impose 
civil penalties of up to USD $1.075 million for each instance of 
money laundering.93 It can also impose criminal penalties for 
each instance, with penalties ranging up to 30 years in prison 
and fines of USD $5 million for an individual or USD $10 mil-
lion for a corporation.94 Where money launderers fall outside of 
its jurisdiction, the Act also empowers the U.S. to impose sanc-
tions precluding others from transacting with the launderers.95 
Any entity that violates these sanctions may have all of its assets 
under U.S. jurisdiction frozen by the Treasury Department.96

Framework For Other Anti-Corruption Enforcement
While the major focus of Panama’s anti-corruption efforts has 
been money laundering, bribery of government officials remains 
a priority as well.97 Bribery is criminalized, but Panama has 
not created any incentives for firms to administer compliance  
polices or voluntarily disclose information.98 Worse yet, Pana-
ma’s corrupt judiciary severely hampers its whistleblower and 
witness protection programs, asset forfeiture authority, and 
conflict-of-interest rules.99 
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Panamanian entities connected with Lebanese-Colombian 
nationals Jorge Fadlallah Cheaitelly and Mohamad Zouheir 
El Khansa as Specially Designated Narcotics Traffickers and 
sanctioned them under the Kingpin Act.127 As a result, any 
U.S. entity dealing with these entities risks the freezing of all 
of its assets under U.S. jurisdiction.128

 More recently, a joint investigation resulted in the arrest 
of Nidal Waked who, along with his father Abdul Waked, is 
believed to have used “trade-based money laundering schemes, 
such as false commercial invoicing; bulk cash smuggling; and 
other money laundering methods, to launder drug proceeds on 
behalf of multiple international drug traffickers and their or-
ganizations.”129 Consequently, Waked, his father, six Panama-
based associates, and various Panama-based entities were also 
added to the sanctions lists under the Kingpin Act.130 Waked 
was extradited to the United States in January 2017.131 He 
eventually pleaded guilty to conspiracy to launder drug money, 
and was sentenced to 27 months and three years of supervised 
release.132 Meanwhile, the Panama-based entities sanctioned as 
a result of this investigation are struggling to remain in busi-
ness because many companies have ceased dealing with them 
out of fear of having their U.S.-based assets frozen.133

Export Controls
The United States also prosecutes violations of Export Ad-
ministration Regulations resulting from commercial activity 
relating to the Panama Canal. For example, in two notable 
prosecutions, the United States prosecuted entities routing 
shipments from the United States to Cuba via Panama with-
out the required license. Ericsson de Panama S.A., a Panama-
based entity, was forced to pay USD $1,753,000 to settle inves-
tigations into its scheme of routing items from Cuba through 
Panama to the United States for repair and then returning the 
items, through Panama, to Cuba.134

Bribery
Finally, the United States investigates bribery connected to 
conduct in Panama, and it has achieved notable convictions in 
cases where Panamanian officials were bribed in exchange for 
government contracts. For example, in 2010, Charles Paul Ed-
ward Jumet of Virginia was sentenced to 87 months in prison, 
the longest prison sentence to date for an FCPA violation, for 
paying bribes to secure maritime contracts to maintain light-
houses and buoys along the Panama Canal.135 

Improper conduct in Panama also led to global authorities’ 
USD $3.5 billion settlement with Odebrecht S.A., a Brazilian-
based global construction conglomerate.136 In an attempt to 
conceal approximately USD $788 million in bribes to govern-
ment officials worldwide, Odebrecht used the global finan-
cial system, including the U.S. banking system, to obfuscate 
the source and disbursement of payments by passing funds 
through a series of shell companies.137 This conduct involved 
both the use of Panamanian accounts to mask payments and 

to government officials around the world.112 As it relates to 
Panama, in August 2017, the company formally admitted to 
having paid USD $59 million in bribes from 2010 to 2014 to 
secure public work projects in Panama.113 

In February 2017, Panamanian police arrested the found-
ers of Mossack Fonseca on money laundering charges alleg-
edly tied to a widespread corruption scandal in Brazil.114 Mos-
sack Fonseca is the law firm at the center of the Panama Papers 
scandal that allegedly created or managed offshore companies 
for world leaders, drug kingpins and fraudsters.115 The Pana-
manian Attorney General, Kenia Porcell, alleged that Mossack 
Fonseca is a “criminal organization that is dedicated to hid-
ing assets or money from suspicious origins.”116 On April 21, 
2017, a Panamanian court granted bail for Jurgen Mossack 
and Ramon Fonseca, the two founders of Mossack Fonseca.117 
Both men were released later that day.118 While Fonseca and 
Mossack remain free, the Panamanian Attorney General re-
ported that there are still five ongoing criminal investigations 
into the firm and its personnel.119 Amidst a wave of negative 
publicity from these investigations, the firm permanently shut 
down operations in March 2018.120

U.S. ENFORCEMENT
The United States has prosecuted money laundering, brib-
ery, and export control violations occurring in, or related to,  
Panama, as authorized by the Kingpin Act, the Foreign Corrupt 
Practices Act (FCPA), and the Export Administration Regula-
tions. Further, commenters have noted that Panama, due in part 
to its lack of investigative resources, often welcomes coordina-
tion and cooperation efforts in U.S. investigations.121

Money Laundering
The United States actively investigates its citizens engaged 
in money laundering in or through Panama. For example, in 
2015, U.S. authorities arrested three men on their way to laun-
der the proceeds of penny-stock fraud in Panamanian banks.122 
James Shipman, Jr. and Michael J. Dodd set up offshore en-
tities in Panama, and Kenneth Landgaard used these entities 
to launder stock-fraud proceeds he transported to and from 
the U.S. on private jets, splitting 15 percent fees with Ship-
man and Dodd.123 Unaware he was working with undercover 
agents, Landgaard agreed to launder over USD $2 million, 
but required the agent bring it in a Louis Vuitton duffle bag, 
believing it was “too expensive” for an undercover agent to 
buy.124 Because Landgaard had already laundered over USD 
$400,000 for the agent, the three men were arrested.125 Each 
pleaded guilty. Dodd was sentenced to 33 months, Landgaard 
was sentenced to 27 months, and Shipman was sentenced to 24 
months; each also received three years of supervised release.126 

In addition, the United States actively investigates interna-
tional money laundering schemes, many of which involve Pan-
ama-based entities. For example, the U.S. Department of the 
Treasury’s Office of Foreign Assets Control designated several 
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baseless and part of Varela’s political vendetta.144 Martinelli 
petitioned a Miami federal judge to release him on bond while 
he fights his extradition by seeking asylum.145 In June 2018, 
after spending a year in a U.S. federal prison, Martinelli was 
extradited to Panama to face charges for his illegal spying; he 
will not however be charged with corruption.146 

CONCLUSION
The breadths of the Panama Papers and Odebrecht scandals 
have caused regulators to refocus their investigative efforts to 
include not only the parties involved in corrupt conduct but also 
the international pathways that enable the movement of pro-
ceeds from such conduct. Although the scandals have detracted 
from the steps Panama has recently taken to address money 
laundering and to increase the transparency of its offshore ser-
vices sector, they have also spurred international support for 
further efforts to mitigate corruption risk. While the country’s 
recent headlines and reputation for official corruption continue 
to present challenges, foreign investment is accelerating. Panama 
will likely continue to undertake efforts to attract foreign busi-
ness, though time will tell whether Panama will be able to bal-
ance those policies with increased efforts to deter illicit activity. 

the bribery of Panamanian officials. Between December 2008 
and July 2010, Odebrecht used accounts in Panama and An-
tigua to make approximately USD $10 million in payments to 
Brazilian government officials employed at the Brazilian state-
owned oil company, Petrobras.138 Between 2010 and 2014, 
Odebrecht paid more than USD $59 million in corrupt pay-
ments, directly or indirectly, to Panamanian government offi-
cials in order to secure public works contracts.139 These bribes 
resulted in profits exceeding USD $175 million.140

The impact of the Odebrecht settlement continues to rever-
berate in Panama today. In June 2017, the United States Mar-
shals Service took Ricardo Martinelli, the former Panamanian 
president, into custody on charges of corruption and illegal 
spying.141 According to U.S. officials, Martinelli served as the 
country’s president during the period when well-connected se-
nior government officials, including two of Martinelli’s sons, 
received bribes from Odebrecht.142 His successor and former 
Vice President, Juan Carlos Varela, began an investigation and 
subsequently ordered Martinelli’s arrest in 2015.143 However, 
before Panama’s Supreme Court issued the arrest warrant, 
Martinelli fled the country and responded to the allegations 
against him via Twitter, maintaining that the charges were 
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Anti-corruption developments in

Peru
OVERVIEW
Although Peru does not have the largest economy in South 
America, it is considered to be one of the region’s strongest.1 
With a current GDP of USD $192.1 billion,2 its economy has 
outperformed virtually all others in the region since 2001.3 The 
“Nuevo Sol” (Sol), Peru’s currency, has been the most stable of 
all Latin American currencies in the past few years and was the 
least impacted by the downturn of the U.S. dollar.4 Peru’s ties 
with the United States are strong: the United States is Peru’s 
second largest trading partner, following China, and Peru is 
the 30th largest export market for U.S. goods.5 Overall, Peru 
has recently enjoyed high growth and low inflation due to sev-
eral factors, such as a favorable external environment, prudent 
economic policies, and structural reforms in different areas.6

Peru was one of the fastest growing countries in Latin 
America between 2002 and 2013, with an average GDP growth 
rate of 6.1 percent annually.7 Growth slowed, however, from 
2014 through 2017 due to a decline in international commod-
ity prices, including copper.8 While Peru is the world’s second 
largest producer of silver and copper,9 it is heavily dependent 
on the mining industry, and a decline in copper prices resulted 
in a corresponding decline in copper mining and consumer 
confidence along with decreased investment.10 Lower busi-
ness confidence delayed the implementation of several mining 
projects and slowed activity overall in the real estate sector.11 

During this period, Peru’s GDP grew at a rate of 3.1 percent. 
In 2018, over 6.9 million Peruvians were living in poverty, 

with rates as high as 21.7 percent.12 The poverty increase was 
exacerbated by a large graft scandal and clashes between the 
legislative and executive branches, which ultimately ended 
in the resignation of President Pablo Kuczynski.13 Currently, 
the country is experiencing a positive and growing economic 
outlook. The GDP was expected to increase by 3.5 percent 
in 2018, which is attributable to favorable metal prices and 
normal weather conditions. 14 Public spending, particularly on 
infrastructure, was also expected to increase as the country 
prepared to host the 2019 Pan American Games.15 

Yet economic disparities remain, leading to some social 
unrest.16 The country’s significant narcotics trade and atten-
dant social problems also present obstacles to Peru’s continued 
economic success. Notably, Peru is one of the three Andean 
countries that produce virtually all of the world’s coca, and 
was the world’s second-largest producer of cocaine in 2016 
according to the U.S. State Department’s 2018 International 
Narcotics Control Strategy Report (INCSR). 17

Corruption permeates many aspects of Peruvian society 
and the presidency is no exception. Each of the five most recent  

democratically elected presidents have been accused of, or 
formally charged with, corruption. Most notably, former 
president Alberto Fujimori was convicted in 2009 of ordering 
extrajudicial killings, and sentenced to 25 years in prison.18 
Then, in January 2015, a three-judge panel convicted Fuji-
mori on separate charges of using more than USD $40 million  
worth of public money to improperly influence the media 
during his re-election campaign.19 Fujimori was pardoned 
by President Pedro Pablo Kuczynski on December 24, 2017,  
allegedly in return for the support of Fujimori’s son—Kenji 
Fujimori, then a member of Congress—during Kuczynski’s 
own impeachment trial in connection with the Odebrecht 
scandal.20 Beyond these high-profile convictions, citizens of 
Peru continue to perceive a high level of corruption within 
their country, with 79 percent reporting that the level of cor-
ruption increased over a 12-month period ending in 2017.21

Peruvian perceptions of corruption are widely reflected in 
the media in Peru, which continues to report on investigations 
of corruption involving numerous politicians.22 During Peru’s 
2016 presidential elections, the campaigns of many presiden-
tial hopefuls were tainted by investigations into public corrup-
tion.23 For instance, Alan García (president from 1985-1990 
and 2006-2011), faced allegations of misappropriation and 
misuse of funds in infrastructure projects, as well as questions 
surrounding his use of presidential pardons, including hundreds 
granted to drug traffickers during his first term.24 Another high-
profile candidate, Keiko Fujimori, a former member of congress 
(2006-2011), is the daughter of discredited former President Al-
berto Fujimori.25 Since Keiko Fujimori remains strongly linked 
to her father and his legacy, thousands of Peruvians protested 
in the streets against her candidacy, shouting, “Never again.”26 
Moreover, Keiko Fujimori is under investigation by state pros-
ecutors for connections with drug traffickers.27 Transparency 
International Chairman José Ugaz, who prosecuted Alberto 
Fujimori, described Keiko Fujimori’s candidacy as “the product 
of the resurgence of Peru’s drug cartels.” 28

In June 2016, with a margin of victory of a fraction of a point, 
former Prime Minister and Economy Minister Pedro Pablo 
Kuczynski was elected to the Peruvian presidency.29 President  
Kuczynski, a former World Bank economist, possessed  
fairly orthodox economic views, and thus appealed to the 
business and private sectors.30 A focal point of President  
Kuczynski’s campaign was tackling corruption, and he framed 
the election as a contest between democracy and dictatorship, 
particularly the dangers of a return of “Fujimorismo” plagued 
with corruption.31 

Despite his campaign statements, President Kuczynski 
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was himself quickly engulfed in several corruption scandals. 
In October 2016, shortly after winning the election, Carlos 
Moreno, who served as a health care adviser to the president, 
outlined in leaked audio recordings a scheme to steer patients 
covered by SIS, Peru’s government health insurance, to a clinic 
owned by a friend. Moreno received commissions on each 
purchase made by SIS-insured patients, according to reports.32 
The scheme hinged on an agreement signed in April by Peru’s 
previous government, which allowed health care clinics man-
aged by the Archdiocese of Lima to treat SIS patients. In one of 
the recordings, Moreno convinced a church official to sign an 
agreement with the Medical Specialty and Osteoporosis Cen-
ter, a recently opened clinic in Lima connected to Moreno.33 

Following the Moreno corruption scandal, President  
Kuczynski’s approval rating dropped precipitously, which led 
the president to announce new anti-corruption measures.34 
The measures include a permanent ban for employees convicted  
of corruption from returning to a state job, a thorough review 
of the presidential office, and the creation of a council of state, 
in which he would join the president of Congress and the head 
of the judiciary in overseeing the fight against corruption in 
key institutions.35

On December 15, 2017, Peru’s Congress initiated impeach-
ment proceedings against President Kuczynski, claiming that 
he had lost the “moral capacity” to lead the country after it was 
revealed that one of his companies had received “advisory fees” 
from Odebrecht, a Brazilian construction company that had 
recently been implicated in a wide-ranging global corruption  
scandal.36 Although the impeachment attempt failed, a second 
impeachment vote was called in March 2018 after Kuczynsky  
admitted that he had previously lobbied on behalf of Ode-
brecht in exchange for nearly USD $700,000, and after vid-
eos emerged showing one of his allies in Congress offering 
bribes to lawmakers in return for promises to not vote against  
Kuczynski in his prior impeachment proceedings.37 On March 
21, 2018, Kuczynski announced his resignation before the  
second impeachment trial could be convened.38 Two days 
later, Martin Vizcarra, Peru’s First Vice President and Ambas-
sador to Canada, assumed the presidency.39

Beyond the executive branch, businesses operating in Peru 
also report widespread challenges due to corruption when navi-
gating the government’s procurement processes and with dis-
pute resolution in Peruvian courts.40 Now in office, President 
Vizcarra will likely face serious difficulties combatting corrup-
tion. President Vizcarra has promised to eradicate corruption, 
which some hope will generate business growth in the country.41 
Currently, Keiko Fujimori’s Fuerza Popular party has a  clear 
majority in Congress and President Vizcarra will need to work 
with her and her supporters in order to legislate effectively.42 

FOREIGN INVESTMENT IN PERU
Government scandals continue to affect Peru’s market for for-
eign investment. Peru is ranked 72nd in the World Economic 

Forum’s 2017-2018 Global Competitiveness Index (“GCI”), 
which measures productivity and growth potential across 138 
countries.43 Peru dropped five positions on the GCI ranking, 
reflecting the impact of ethics, corruption, and lack of trust in 
both public and private institutions.44 Factors contributing to 
Peru’s decline include corruption, inefficient government bu-
reaucracy, tax rates, and inadequate supply of infrastructure, 
restrictive labor regulations, and crime.45 

Despite the increase in corruption, Peruvian exports to the 
United Arab Emirates are on the rise. Exports increased from 
USD $6 million in 2011 to USD $600 million as demand from 
consumers and the ongoing work of the Dubai-based Trade, 
Tourism and Investment Office of Peru (“TTIOP”) continue.46 
Imported items range from gold and glass to food and drink.47 
The TTIOP was built in Dubai in 2011 and is the economic 
and commercial office of Peru’s Ministry of Foreign Trade and 
Tourism.48 The Office is designed to identify business oppor-
tunities, promote exports and tourism by internationalizing 
companies and attracting foreign investments.49 The TTIOP 
maintains strategic alliances with public and private institu-
tions in the UAE, and strengthens the presence of Peru at an 
international level.50 

Additionally, the 2019 Pan American Games are expected 
to generate both domestic revenue and foreign investment 
in Peru. Lima secured the bid for the 2019 Games in March 
2013 after receiving 31 votes at the Panam Sports Assembly, 
held in Toronto, Canada.51 The Games include 17 days of 
competition, 39 sports, and 62 disciplines.52 The Lima 2019 
consortium, formed by Peru’s JE Constucciones Generales 
and Spain’s Obrascon Huarte Lain S.A., is expected to build 
the multi-sport complex where the Games will be held.53 The 
United Kingdom oversaw the consortium selection process, as 
agreed upon by a deal signed with Peru in April 2016.54 

Peru estimates the budget for the infrastructure necessary 
for the Games to cost USD $1.2 billion.55 Companies in the 
United Kingdom are expected to secure contracts in the areas 
of event management, security, and construction.56 A successful  
Pan American Games could lead to economic prosperity for 
Peru in addition to forging lasting relationships with European 
allies and potentially increasing future foreign investment.

CORRUPTION IN PERU
Global Indicators
In 2017, Transparency International (TI), a nongovernmen-
tal organization whose Corruption Perception Index (CPI) is 
considered the leading benchmark in the industry, ranked Peru 
to be the 96th least corrupt country out of 180 countries and 
territories worldwide.57 Tying for this ranking in the CPI were 
Brazil, Colombia, Panama, Indonesia, Thailand, and Zambia58 

Another often-cited international metric,59 the World Bank’s 
Worldwide Governance Indicator places Peru at a 43.3 percen-
tile rank for control of corruption, meaning 43.3 percent of 
countries worldwide rank lower than Peru.60 The Governance 
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Indicator evaluates areas such as voice and accountability, po-
litical stability and absence of violence, government effective-
ness, regulatory quality, rule of law, and control of corruption.

Moreover, according to the World Bank & IFC Enterprise 
Surveys 2017, 53.6 percent of firms perceive corruption in Peru 
to be a major constraint on operations.61 This perception is 
higher than that of both the average Latin American and Carib-
bean (LAC) country (35.8 percent) and the global average (32.7 
percent).62 In fact, more than one in five firms surveyed expect-
ed to give gifts to get a construction permit (22.9 percent), or to 
secure a government contract (23.1 percent), numbers that are 
far higher than that of the average LAC country.63 Firms in Peru 
were also more likely than those in the average LAC country to 
expect to give gifts in meetings with tax inspectors (7.0 percent 
versus 5.9 percent) and to expect to give gifts to get an operating 
license (28.6 percent versus 8.5 percent).64

Other sources show this perception is a continuation of the 
sentiments that have been reflected beyond the business com-
munity and within Peru’s general public opinion in recent years. 
TI’s 2013 Global Corruption Barometer found that 50 percent 
of respondents in Peru felt businesses were corrupt or extremely 
corrupt, 80 percent felt the Congress of the Republic of Peru 
was corrupt or extremely corrupt, 85 percent felt the judiciary 
was corrupt or extremely corrupt, and 65 percent felt public 
officials and civil servants were corrupt or extremely corrupt.65

Ease of Doing Business
According to the U.S. Department of State’s Bureau of Economic  
and Business Affairs, “U.S. firms have reported problems re-
sulting from corruption” in Peru.66 In particular, businesses re-
port encountering problematic corruption issues in government 
procurement processes (most notably, with defense and police 
procurement) and in the judicial sector.67 While Peru’s recently  
established specialized commercial courts have reduced the 
amount of time required to resolve a business dispute from an 
average of two years to just two months, the U.S. Department of 
Commerce’s International Trade Administration warns that the 
judicial system is often inconsistent and highly unpredictable.68

Another database maintained by the World Bank Group, 
Doing Business, ranks the aggregate ease of doing business 
based on indicators that measure regulations applying to do-
mestic small to medium-size businesses through their life cy-
cle.69 On those benchmarks, Peru ranked 58th out of 190 coun-
tries in 2018, improving its “distance to frontier” score from 
the previous year.70 The “distance to frontier” score measures 
the gap between a particular economy’s performance and the 
best practice, which is represented by the best performance ob-
served on each of the indicators across all economies in the 
Doing Business sample since 2005.71

THE SIZE OF THE PROBLEM
Prime Minister Ana Jara stated in September 2014 that corrup-
tion annually costs Peru almost 2 percent of the country’s GDP, 

or yearly losses of almost 10 billion soles (USD $3.5 billion).72 

She commented, “[w]ith that amount, we could have built 72 
hospitals in the country or 360 modern schools, or created 
more than 200,000 jobs.”73 More recently, the Peruvian As-
sociation of Investment Professionals estimated that each year 
corruption costs between 3.5 and 5 percent of Peru’s GDP.74 
Additionally, La Republica reports that, as of December 2017, 
14 out of Peru’s 25 regional governors were under investiga-
tion by Peruvian prosecutors or tax authorities over allegations 
of corruption, money laundering, and abuse of authority.75  

In terms of assessing this national phenomenon in a compre-
hensive manner, however, Peru does not have a unified system 
of corruption statistics.76 Various Peruvian authorities, includ-
ing the Crime Observatory of the Public Prosecution Service 
and the Prosecutor’s Office specializing in corruption offences, 
do collect statistical data on corruption offenses.77

CURRENT ENFORCEMENT REGIME
International Enforcement Mechanisms
While Peru is not a member of the Organisation for Economic 
Co-operation and Development (OECD), the country recent-
ly committed to sign two conventions with significant anti-
corruption and anti-money laundering implications. Peru has 
become a signatory to the OECD Convention on Combating 
Bribery of Foreign Public Officials in International Business 
Transactions (Anti-Bribery Convention).78 The Anti-Bribery 
Convention obligates parties to criminalize bribery of foreign 
public officials in the conduct of international business, and it 
is a significant component of the international framework to 
combat corruption.79 In addition to being a signatory to the 
Anti-Bribery Convention, Peru has participated as an observer 
in the Working Group, the Anti-Bribery Convention’s moni-
toring mechanism.80 Peru has also acceded to the Multilat-
eral Convention on Mutual Administrative Assistance in Tax 
Matters (Convention on Mutual Legal Assistance), which was 
signed by Peru on June 27, 2018,81 entering into force for Peru 
on September 1, 2018.82 The Convention on Mutual Legal As-
sistance is a powerful instrument for increasing transparency, 
cracking down on cross-border tax evasion, and combatting 
illicit financial transactions.83 

Peru is a signatory to two other major international trea-
ties: Peru ratified the 1996 Inter-American Convention against 
Corruption (IACAC) on March 29, 1996;84 and ratified the 
United Nations Convention against Corruption (UN Conven-
tion) on November 16, 2004.85 The IACAC requires countries 
to implement a series of measures related to their judicial sys-
tems and public policies,86 and the UN Convention requires 
countries to establish criminal and other offences to cover a 
wide spectrum of corrupt acts.87

Peru is also a party to bilateral mutual legal assistance 
(“MLA”) treaties that apply to criminal matters, including ex-
tradition treaties. Peru has entered into MLA treaties with a 
number of countries, including the United States, Argentina, 
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of a routine governmental action.100 However, Section 397-A 
of the Code criminalizes receiving a bribe (indirect bribery) 
and giving a bribe (direct bribery) without exception to the 
kind of benefit given or received.101 Money laundering and of-
fenses related to illegal mining and organized crime are cov-
ered by Legislative Decree 1106, which provides for effective 
action against such crimes.102

Peruvian law also provides whistleblower protections to 
public servants and private-sector employees if they disclose 
evidence of illegality.103 The law protects whistleblowers from 
retaliation from employers (whistleblowers “cannot be fired af-
ter they submit a complaint”), and also protects whistleblowers’ 
identity.104 Yet, NGO reports to the U.S. Department of State 
indicate that whistleblowers were not sufficiently protected 
from employer retribution, harassment, and arbitrary firing.105 

In April 2016, Peru adopted the “Law Regulating Admin-
istrative Liability of Legal Entities for the Commission of 
Active Transnational Bribery” (Corporate Corruption Act), 
which became effective on January 1, 2018.106 The Corporate 
Corruption Act establishes a new system for imputing liability 
to legal entities for transnational bribery.107 The law defines 
transnational bribery as “offering, promising or providing any 
gift or advantage to a public official of a foreign government or 
an official of a public international organization with the pur-
pose of obtaining or retaining business or any other improper 
advantage in international business or financial activities.”108 
The Corporate Corruption Act applies to bribery of foreign 
public officials or an International Organization if the bribery 
is either committed within Peruvian territory or if payment of 
the bribe is intended to obtain or retain business in Peru.109 
Most importantly, under the law legal entities may be inves-
tigated, prosecuted, and penalized for committing a crime as 
part of their business activities, even if the individual perpetra-
tor of the crime has not been prosecuted or convicted.110 

On January 7, 2017, Peru issued Legislative Decree 1352, 
which extended the range of offenses under the Corporate 
Corruption Act to include bribery of domestic public officials 
or civil servants, money laundering, and terrorist financing.111 
Further, pursuant to Legislative Decree 1352, independent  
entities like corporations can be charged separately from natu-
ral persons. Legal entities subject to the Corporate Corruption 
Act and Legislative Decree 1352 include NGOs, board mem-
bers, corporate partners, and parent companies of subsidiar-
ies acting with their specific consent or authorization.112 Parent 
companies can avoid liability for the acts of their acquired sub-
sidiaries through adequate pre-acquisition due diligence. Leg-
islative Degree 1352 also provides that companies may avoid 
liability by implementing a compliance program designed to 
prevent corrupt acts by the company’s employees and officers.

A number of other laws were passed from 2016 to 2017 
aimed at combatting corruption. Legislative Decree 1243 
raised penalties for public officials convicted of corruption in-
volving a “criminal organization,” and disqualifies them from 

Bolivia, Brazil, Canada, Chile, Colombia, Costa Rica, Ecua-
dor, El Salvador, Guatemala, Mexico, Panama, and Paraguay.88 
These treaties enable judicial cooperation by centralizing legal 
inquiries, coordinating enforcement efforts, and authorizing 
national and international proceedings for criminal investiga-
tions.89 As an example relating to corruption specifically, in 
1999 Peru signed a bilateral MLA treaty with Colombia to en-
hance cooperation in cases of domestic and foreign bribery.90

Other anti-corruption legal obligations stem from interna-
tional commercial treaties. For example, Peru entered into a free 
trade agreement with the United States, the United States-Peru 
Trade Promotion Agreement (PTPA), beginning on February 
1, 2009.91 As part of its implementation of PTPA, Peru enacted 
several laws to combat corruption,92 most notably a State Pro-
curement Law that established a new Office for the Supervision 
of State Procurement. The Office unveiled a plan for “a system 
for public procurement that is efficient, free of corruption, and 
promotes development.”93 Despite all these initiatives, however, 
U.S. firms continue to report problems as a direct result of cor-
ruption, particularly in defense and police procurement, such as 
overvaluation in government-to-government purchases and oth-
er issues involving collusion, embezzlement, and other crimes.94

Lastly, multilateral anti-corruption efforts exist in agree-
ments between development banks. The World Bank, the 
Asian Development Bank, the European Bank for Reconstruc-
tion and Development, and the Inter-American Development 
Bank (IDB) have agreed to cross-debar companies and indi-
viduals found to have engaged in corruption, fraud, coercive 
practices, or collusion by signing the Agreement for Mutual 
Enforcement of Debarment Decisions.95 For example, as of 
June 2018, approximately 40 firms and individuals from Peru 
are listed as ineligible to participate in contracts financed by 
the IDB96 and now face cross-debarment.97

Domestic Laws
Peru’s Criminal Code addresses corruption in Chapter II, Title 
XVIII.98 The legislation denotes the following acts as unlawful: 

• Abuse of Functions (when a public employee or office 
holder does something that is illegal or that he or she 
has no legal authority to do, in order to obtain personal 
economic benefit or cause illegal damage to others), 

• Collusion, 
• Embezzlement, 
• Proper Passive (demand side) Bribery, 
• International Passive (demand side) Bribery, 
• Improper Passive (demand side) Bribery, 
• Generic Active (supply side) Bribery, 
• Active (supply side) Transnational or International 

Bribery, and 
• Illicit Enrichment.99 

Peru’s Criminal Code does not explicitly criminalize facili-
tation payments, a form of bribery made with the purpose of 
expediting or facilitating the performance by a public official 
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providing legal status to CAN to facilitate coordinating ac-
tions and proposing policies aimed at preventing and combat-
ing corruption in Peru.127 In 2016, President Kuczynski created 
the Presidential Integrity Commission, an independent body 
tasked with identifying both public and private sector areas 
in need of anti-corruption reforms and formulating curative 
policies.128 The Presidential Integrity Commission was de-
signed to “reinforce,” rather than replace, CAN.129 President 
Vizcarra elevated CAN from the position of an advisory body 
to a council within the executive branch.130 More recently, 
President Vizcarra created an independent commission, sepa-
rate from the Office of the Comptroller General and CAN, to 
address corruption within the judiciary after a recent scan-
dal. For more on the new independent commission, see the  
‘Recent Major Enforcement Actions’ section below.  

Peruvian law provides criminal penalties for officials en-
gaged in corruption, but such laws are not always implement-
ed effectively. Thus, officials engaged in corrupt practices are 
often allowed impunity as a practical matter.131 A 2017 U.S. 
Department of State Human Rights study revealed that there 
were significant reports of government corruption and wide-
spread public perception that corruption was pervasive in all 
branches of government.132

While Peru’s four most recent presidents—Martin Vizcarra 
(2018-present), Pedro Pablo Kuczynski (2016-2018), Ollanta  
Humala (2011-2016), and Alan Garcia (2006-2011)—all  
stated that anti-corruption efforts were a priority, in practice 
most resources have been directed toward investigating the 
extensive corruption during the Fujimori era (1990-2000).133

RECENT MAJOR ENFORCEMENT ACTIONS
The most recent significant corruption scandal concerns wide-
spread corruption in the Peruvian judicial system. In July 2018, 
47 secretly recorded phone conversations between the chief 
justice of the Superior Court of Callao, Supreme Court Justice 
Cesar Jose Hinostroza, and three members of the National 
Magistrates Council were released, revealing members of the 
judicial system received money and valuable items, like World 
Cup tickets, in exchange for favorable sentences for convicts 
and judicial appointments.134 In one recording, Hinostoza is 
heard adjusting the sentence of a convicted rapist.135 In another  
recording, the former president of the Superior Court of Cal-
lao offers to secure a judge appointment in exchange for mon-
ey.136 As a result of these recordings, several senior officials 
have resigned or been terminated, including the justice minis-
ter, the president of Peru’s Supreme Court, and the president 
of the National Magistrates Council.137 The President of Peru’s 
Judicial Branch declared a three-month state of emergency in 
the judiciary as investigations are pending.138 

In response to the judicial scandal, President Vizcarra ap-
pointed a seven member, independent Judiciary Reform Com-
mission to create a proposal for reforming the current judicial 
system.139 The proposed referendum would allow Peruvians 

public sector employment for up to twenty years.113 Legislative  
Decree 1295 established a National Registry of Sanctions 
against Civil Servants to track disciplinary and enforcement 
actions taken against public officials.114 Finally, Legislative 
Decree 1341 barred companies with representatives convicted 
of corruption from securing government contracts.115 

The Corporate Corruption Act and Legislative Decree 
1352 provide for significant penalties. Fines can be up to six 
times the benefit obtained, or expected to be obtained, via the 
commission of the crime. In addition, the law provides for sus-
pension of the organization’s activities for up to two years; 
a permanent or temporary ban from “future activities of the 
same category or nature” as those in which the corruption 
crime was committed, facilitated or covered up;116 a ban from 
entering into agreements with the Peruvian government for 
up to five years; cancellation of licenses, concessions, rights, 
and administrative or municipal authorizations; permanent or 
temporary closure of establishments or facilities for up to five 
years; and even dissolution of the legal entity.117 

NGOs and other analysts report that the judiciary often 
does not operate independently, is not consistently impartial, 
and is likely susceptible to political influence and corruption.118 
Though the law provides for the right to a fair and public trial, 
and the judiciary is empowered to enforce this right, reports 
of corruption in the judicial system are common.119 Also, the 
Press and Society Institute asserted that threats are commonly 
directed against radio and television broadcast journalists  
investigating local government authorities for corruption.120 

Enforcement Agencies
Several branches of the Peruvian government are tasked with 
anti-corruption duties, however, some sector experts have re-
ported in the past that these government agencies were not 
given sufficient resources to work effectively.121 The Office  
of the Comptroller General has independent authority to 
sanction public officials for corruption, which can include 
penalties such as temporary suspension, termination of em-
ployment, and criminal prosecution.122 The Office of the 
Comptroller General is also responsible for reporting anti-
corruption monitoring findings to Congress.123 An executive 
branch Unit for Prosecution of Corrupt Crimes has the lead 
role in corruption prosecutions and reports to the minister of 
justice. These corruption cases are reviewed in regular courts 
in all judicial districts, with the exception of Lima’s Superior 
Court, a specialized anti-corruption court.124 Peru also de-
signed a High Level Commission for Anti-Corruption (CAN) 
to promote ethics and transparency in 2010.125 In the first five 
years of its existence, CAN consistently promoted modest im-
provements to policies concerning ethics and transparency, 
but critics have noted that CAN is controlled by those who 
are already in power and that CAN has failed to commit to 
more explicit objectives, such as the elimination of corruption 
in the judiciary.126 Then, in January 2013, Peru passed a law 
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Brazil and Peru.151 As of this writing, prosecutors are seeking his 
extradition from the United States.152 Meanwhile, Garcia is under  
investigation for awarding roughly USD $1 billion in contracts 
to Odebrecht, including for the construction of Lima’s subway 
system.153

 The reach of the Odebrecht scandal has not been limited to 
the presidency. In April 2018, prosecutors searched the homes 
of Lima’s former mayor, Susana Villarán, and former general 
manager, José Miguel Castro.154 Villaran and Castro are alleged  
to have accepted USD $3 million in payments from Jorge 
Barata, the former head of Odebrecht in Peru, in exchange for 
infrastructure contracts in Lima.155 

Prior to the Odebrecht scandal, the most significant corrup-
tion scandal had involved former President Fujimori, who was 
sentenced to 25 years in prison for corruption-related charges. 
Fujimori’s sentence was the maximum penalty allowed by Pe-
ruvian law, and his prosecution and conviction in 2009 was 
hailed as a “watershed in efforts to achieve accountability after 
atrocity in Peru.”156 His additional sentence, reached six years 
later in 2015, was for the manipulation of the media using pub-
lic funds.157 Fujimori was accused of funneling more than USD 
$40 million worth of public funds to tabloid newspapers that 
smeared his opponents during his 2000 re-election campaign.158

These high-profile cases appear to only skim the surface of 
the problem: as of July 2014, some 92 percent of Peru’s may-
ors were under investigation for corruption.159 Charges range 
from embezzlement, misappropriation of funds, corrupt busi-
ness dealings, and collusion.160 The fact that more than half 
of the mayors under investigation are running for re-election 
suggests that they believe they will evade conviction.161

The 2016 election cycle did not paint a brighter future for 
Peruvian politics. Four out of five main presidential candi-
dates have faced accusations of graft.162 Nearly a quarter of 
Congress’ members have faced ethical hearings or corruption 
charges.163 Beyond civil matters, congressional immunity im-
pedes most prosecutions, as members of Congress cannot be 
prosecuted for any acts during their time in the legislature.164

RECENT UNITED STATES ENFORCEMENT EFFORTS
On December 21, 2016, Odebrecht pleaded guilty to one 
count of conspiracy to violate the anti-bribery provisions of 
the U.S. Foreign Corrupt Practices Act (FCPA) and agreed to 
pay a USD $2.6 billion to USD $4.5 billion criminal fine to the 
United States, Brazil, and Switzerland.165 Odebrecht admitted 
to paying approximately USD $788 million worth of bribes 
to government officials across the globe, including USD $29 
million in Peru between 2004 and 2015.166 According to the 
U.S. Department of Justice (DOJ), Odebrecht paid “close to a 
billion dollars in bribes to officials at all levels of government 
in many countries . . . [and] used the global financial system – 
including the banking system in the United States – to disguise 
the source and disbursement of the bribe payments by passing 
funds through a series of shell companies.”167

to vote to regulate the private financing of political parties; 
reform the National Council of Magistrates, the panel that  
appoints judges; prohibit the reelection of members of Con-
gress; and create a Senate which would act as a check on the 
current legislature.140 The referendum, which must be ap-
proved by Congress, has been well-received by the public who 
appear enraged by the latest scandal and have taken to the 
streets in protest and anti-corruption demonstrations.141 

Another scandal involves Odebrecht, a global construc-
tion conglomerate that admitted to paying USD $29 million 
in bribes to Peruvian officials between 2004 and 2015 in ex-
change for USD $12.5 billion in contracts. The Odebrecht 
scandal, which spans at least 14 countries and is considered 
the largest corruption investigation in Latin America’s history, 
has led to investigations of high level officials of the last four 
Peruvian administrations.142 Four former presidents—Pedro 
Pablo Kuczynski (2016-2018), Ollanta Humala (2011-2016), 
Alan Garcia (2006-2011), and Alejandro Toledo (2001-
2006)—have been accused of receiving payments from Ode-
brecht. As described above, Kuczynski resigned from office in 
the time between two impeachment attempts in connection 
with his receipt of USD $782,000 in “advisory fees” from 
Odebrecht between 2004 and 2007.

Former President Humala and his wife are currently under 
investigation for corruption charges in connection with the 
Odebrecht scandal. Early in the 2016 presidential election cycle, 
Brazilian federal police released a report containing evidence 
that former President Humala had received millions of dollars 
in bribes from Odebrecht in exchange for lucrative construction 
contracts.143 Humala denied those allegations, but then, in June 
2016, a Peruvian judge ordered Humala’s wife, Nadine Here-
dia, to remain in the country while prosecutors investigated 
her for alleged money laundering in connection with Humala’s 
electoral campaigns of 2006 and 2011.144 They were arrested on 
July 14, 2017 and ordered detained for up to 18 months while 
prosecutors investigated them for allegedly receiving USD $3 
million in bribes from Odebrecht to fund Humala’s 2011 presi-
dential campaign.145 On April 30, 2018, Humala and Heredia 
were released from prison after a federal court ruled they could 
no longer be held in pre-trial detention.146 However, they re-
main under investigation for the charges.147 Meanwhile, Martin 
Belaunde Lossio, a former adviser to Humala, was charged in 
August 2015 for bribing judges in the six months he was in Bo-
livia, where he sought political asylum to avoid being extradited 
to Peru.148 While detained in Bolivia, Belaunde admitted to pay-
ing USD $100,000 each to at least two Bolivian judges in ex-
change for favorable decisions to escape extradition to Peru.149

Former presidents Alejando Toledo and Alan Garcia have 
also been implicated in the Odebrecht scandal.150 On February 
9, 2017, a Peruvian judge issued an international arrest war-
rant for Toledo, who is accused of receiving USD $20 million 
in bribes from Odebrecht in exchange for facilitating the com-
pany’s winning bid to build a transoceanic highway between  
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unfettered access to protected forests.

CONCLUSION
While corruption does not seem to have substantially ham-
pered Peru’s economic growth, it is undoubtedly costly and 
poses significant risk for firms attempting to conduct business 
in the country. With Vizcarra recently assuming Peru’s presi-
dency, firms should closely monitor changes in legislation and 
policies that potentially affect the degrees of influence of cor-
ruption in Peru over current or prospective business interests. 
President Vizcarra has made anti-corruption efforts a priority, 
vowing to fight corruption “at any cost.”176 

Corruption remains an ongoing issue for companies doing 
business in Peru, with irregular payments, bribes, and favorit-
ism of government officials in awarding contracts continuing 
to be a widespread problem.177 The poor enforcement of anti-
corruption laws is the result of a very weak judiciary, inef-
ficient government bureaucracy, and high levels of patronage. 
The Corporate Anti-Corruption Act, which makes companies 
directly liable for corruption offenses, is a promising sign that 
the current Peruvian government is dedicated to fighting cor-
ruption. But challenges for companies doing business in Peru 
will remain despite the new law: it does not guarantee its own 
enforcement and cannot, by itself, be expected to erase a po-
litical and business culture that has seen each of the last five 
democratically elected presidents and over 90 percent of the 
nation’s mayors under investigation for serious allegations of 
corruption.

The first FCPA enforcement action to allege bribery of Peru-
vian government officials occurred in December 2014. Dallas 
Airmotive, Inc., which provides aircraft engine maintenance 
services, admitted to violating the FCPA and agreed to pay a 
USD $14 million fine.168 Between 2008 and 2012, the company 
bribed officials of the Peruvian Air Force, among other Latin 
American countries’ air forces, and used various methods to 
convey the bribe payments.169 These methods, according to the 
DOJ’s press release, included “entering into agreements with 
front companies affiliated with foreign officials, making pay-
ments to third-party representatives with the understanding 
that funds would be directed to foreign officials, and directly 
providing things of value, such as paid vacations, to foreign 
officials.”170 The prosecution charged Dallas Airmotive with 
one count of conspiring to violate the FCPA and one count of 
violating the FCPA’s anti-bribery provisions.171

Another corruption case, which came to light in 2013, in-
volved illegal logging in the Amazon basin. As a condition of 
the PTPA,172 Peru passed laws to crack down on the practice.173 

Yet in 2013, The New York Times reported reported that a 
former environmental prosecutor was fired after reporting 
rampant corruption among local authorities to other prosecu-
tors.174 This was despite the Office of the United States Trade 
Representative’s demands that Peru implement stronger illegal 
logging measures earlier in the year, which included recom-
mendations that government officials who violate environ-
mental laws be prosecuted swiftly.175 Instead, it appears local 
forestry authorities pocketed bribes in exchange for loggers’ 
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