


Abstract 
This thesis explores how European companies respond after being exposed for corrupt activity. A company’s 

response represents how the company conducts itself in the aftermath of the corruption scandal and what, 

if any, actions and measures the company takes to change its behavior. Based on theory of corruption, control 

mechanisms, and crisis management we craft a conceptual framework for analyzing corruption concepts and 

control mechanisms in five cases of corrupt conduct by European MNCs. The control mechanisms analyzed 

are corporate governance, code of conduct, transparency, compliance, and risk management, and we 

investigate what control mechanisms were in place and what measures the companies took in the short- and 

long-term after to identify their responses. We conducted qualitative research using secondary, archived 

data from the companies’ websites and annual reports to identify changes in the five control mechanisms. 

Additionally, we conducted a word search in the companies’ annual reports to measure shifts in focus on 

anti-corruption measures.  

 
We conclude that European companies respond by taking several measures to strengthen their control 

mechanisms in the short-term with ongoing focus on these in the long-term. There were several 

commonalities and only minor differences which imply a shared belief that these control mechanisms are 

important in combating corruption. Furthermore, we found no news of new corruption scandals in any of the 

five companies in the long-term after the control mechanisms were improved which suggest that the 

increased focus on anti-corruption and control mechanisms was successful.  

 
While the phenomenon of corruption is a well-known subject and plenty literature has been written about 

it, we did not find anything regarding direct response to corruption within a company. Therefore, we believe 

this thesis offers guidelines to practitioners to strengthen their anti-corruption mechanisms.  
________________________________________________________________________________ 
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1. Introduction 
According to Transparency International (n.d.), corruption is “the abuse of entrusted power for private gain”. 

Corrupt behavior can happen in any industry and at any level of any organization. Typical examples of 

corruption are bribes and embezzlement, for example, bribing a police officer to avoid a speeding ticket or 

colluding with a transaction partner to avoid taxes or ‘skim some off the top’. In the business environment, 

however, corruption proves difficult to detect and measure, and there are likely huge dark figures of corrupt 

activity that never get exposed. 

 

Corruption is a serious issue and its impact on society and business is extensive. Thus, corruption makes an 

interesting topic for study. In politics, corruption obstructs democratic values and challenges the legitimacy 

and accountability of governing bodies when power is used for private gain. In economics, corruption limit 

fair market functionality, distort market forces, inhibit equal opportunities and competition, and ultimately 

drain on national wealth and development. In addition, there are significant social and economic costs to 

corruption in that society lose trust in the political and economic system and its institutions; the very 

foundation of the welfare state. Finally, a corrupt system may lead to environmental degradation and 

exploitation of scarce natural resources where proper governance is not performed. 

1.1 Problem statement 
The motivation for this thesis is grounded in our curiosity regarding corruption in European business. The 

Nordics, where we grew up, are considered relatively ‘clean’ and accusations of corrupt activity is given much 

attention in the business environment, press, and society. Our preceding knowledge of corruption is limited, 

thus corruption is a somewhat mystical phenomenon to us and recent scandals in the news have inspired us 

to investigate the phenomenon further. We have some basic knowledge of what corruption is and methods 

which may be considered corrupt, however, we know little about the impact of allegations of corrupt activity 

may have on a company. We have observed that a number of firms previously been found guilty of corruption 

continue operations which may give the impression that there are few consequences in the long run. This 

leads us to wonder how companies respond and what measures they take after a corruption scandal. 

Accordingly, this master thesis focuses on the aftermath of corruption scandals in European firms and 

examines if and how these companies respond. 
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Specifically, by analyzing five cases of European companies found guilty of corruption, we will attempt to 

answer the following research question: 

 

RQ: How do European companies respond to a corruption scandal? 

 

To answer this overarching question, we will provide some background on the cases to understand what 

happened. Then, we will inspect (a) what anti-corruption and control mechanisms were in place, and (b) how 

did the company respond in the short- and long-term.  

 

A company’s response represents how the company conducts itself in the aftermath of the corruption 

scandal and what, if any, actions and measures the company takes to change its behavior. The analysis will 

be conducted on an ex-post basis. That is, what measures does a company take after being corrupt practices 

have been exposed.  

1.2 Conceptual framework and methodology 
To answer the research question, we will look into five cases of corruption within European MNCs from this 

century and compare and contrast how they responded after the scandal. The companies are Siemens, 

Daimler, Telia, GlaxoSmithKline, and Yara. Common for all of them are European heritage and headquarters, 

publicly traded on European stock exchanges, have international operations, and all were exposed for major 

corruption. To give a guideline and to be able to compare the cases in a structured way we will review 

relevant literature on the concepts of corruption, and control mechanisms extracted from corporate 

governance and crisis management. Then, we will use Cuervo-Cazurra’s (2016) framework for analyzing 

corruption in international business as inspiration to develop our own conceptual framework. Our framework 

will guide us through the corruption concepts that happened and offer a structured approach to analyzing 

the anti-corruption and control mechanisms that failed in the first place and how the companies changed 

them afterward.  

 

We will conduct qualitative research through multiple case studies and use secondary, archived data from 

the companies’ websites and annual reports. Furthermore, we will collect data from news articles and other 

published material. Secondary data can raise questions to the credibility of the source. To increase the 

credibility, we will only use data from esteemed newspapers and business sources. As mentioned, our 

research strategy is to compare observations from five cases of corruption which should lead to more 
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compelling and robust evidence from our analysis. Our sampling criteria and further details regarding the 

methods we use for the research are presented in chapter three.  

1.3 Structure 
This thesis is structured in six chapters. The next chapter covers the literature review and our conceptual 

framework which will guide the latter analysis. Chapter three describes the methodology behind the research 

before moving onto the analysis of the corruption scandals in our five chosen companies in chapter four. 

There, we will apply our framework to dissect the cases to identify the corruption concepts and observe the 

companies control mechanisms before the scandal and in the short- and long-term after to uncover if they 

have changed their practices and, if so, how they did that. To summarize our analysis, chapter five will be a 

discussion of similarities and differences in the companies’ response where we compare the companies’ anti-

corruption and control mechanisms in the short- and long-term. To round it all up, the thesis offers concludes 

its findings and states its contributions and suggestion for further research.  
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2. Literature review 

In the 21st century, corruption keeps attracting more and more attention. Eicher (2009) attributes this partly 

to the efforts of NGOs and international agencies like Transparency International who are on the forefront 

in the fight against corruption and make it possible to measure and compare corruption across countries. 

Societal developments are contributing factors as well. Eicher (2009) evokes the changes in investor 

demographics where in today’s economies everyday citizens are investors and the largest institutional 

investors are managing the common citizens pension savings, insurance funds, et cetera. Additionally, 

globalization and the free flow of information in the 21st century have forced developed and lower-income 

economies to interact and trade with each other, exposing differences in societal norms, rules, and conduct.  

 

With the societal, economic and democratic costs associated with corruption (Rose-Ackerman, 1999), there 

is a general understanding that ‘corruption is bad’ and must be fought to safeguard free market forces, fair 

economic activity, and protect democratic values and legitimacy. The first challenge in the battle against 

corruption is our struggles to develop a homogeneous definition (Eicher, 2009; Sandholtz & Koetzle, 2000).  

 

This chapter will include a working definition of corruption and outline its different forms and methods. 

Subsequently follows a review of the literature on relevant theory on anti-corruption measures and control 

mechanisms, before examining crisis management literature to learn what a corporate crisis or scandal is and 

how companies may want to respond. Concluding this chapter is our conceptual framework which will guide 

the analysis of corruption scandals and responses.  

2.1 What is corruption 

Many countries have imbedded corruption in their criminal law, effectively classifying corrupt activity as a 

crime. Furthermore, conventions from international organizations like the OECD, the Council of Europe, and 

the United Nations manifest what sort of offenses are corrupt, but none of these conventions define what 

corruption is. Thus, there is no single, comprehensive definition of corruption (Langseth, 2006) and one of 

the challenges with developing a uniform definition is that practices condemned by one society may be 

considered appropriate in another (Sandholtz & Koetzle, 2000; Sullivan, 2006). Some researchers have found 

that corruption is necessary in certain economies to assist with the growth and remove inefficiencies 

(Baldock, 2016). Supporting this is Brown’s (2006) claim that corruption as a concept depends on the specific 

social context in which it is used. These cultural and societal differences add to the complexity of defining 
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what corruption is. In every definition, however, corrupt activity is improper or illicit (Sandholtz & Koetzle, 

2000). The latter term is relatively simple to distinguish yet not all illegal behavior is corrupt (Eicher, 2009) 

and the former term is harder to give specific content (Sandholtz & Koetzle, 2000). Marquette (2012) argues 

that a person’s perception of corruption is affected by his or her values, morals, and religion. In a study by 

Baldock (2016) surveying EMEA compliance officers within global organizations found that 88.9% of 

respondents considered their personal background and culture to shape the way they perceive corruption. 

Thus, the diversity of cultural and societal norms contributes significantly to the challenge of uniformly 

defining and combating corruption. A worrying note from Baldock’s study is that although the majority of 

respondents perceived corruption to be a serious issue in their respective countries, “quite a few of the 

participants advised that it was a normal part of life” (2016, p.129).  

 

The political science literature offers three approaches to define corruption; public interest, public opinion, 

and formal-legal norms (Sandholtz & Koetzle, 2000; Heidenheimer & Johnston, 2002). The first identifies 

improper behavior as where public officials sacrifice or misappropriate public interest or resources in return 

for private reward (Theobald, 1984). The problem with this definition is the vagueness of ‘public interest’ 

which is, in many cases, subjective. The second argues that since corruption definitions vary, the opinion of 

the public is the judiciary, though the public opinion is too variable in itself and hence not relevant on its own 

(Sandholtz & Koetzle, 2000). The final formal-legal approach recognizes corrupt acts as those who violate the 

legal rules governing the performance of public duty. The appeal of this approach is that it offers a fairly clear 

definition, yet the legal framework varies from state to state and country to country and hence limits the 

uniformity. Furthermore, Eicher (2009) points out that confusing illegal with corrupt is a common 

misconception. Sandholtz and Koetzle (2000, p.35) combine elements from the three approaches into a 

general definition of political corruption: “the improper use of political office in exchange for private gain”. 

This is in accordance with the non-profit organization Corruption Watch’s (n.d) definition “[...] the abuse of 

public resources or public power for personal gain” which mirrors Transparency International’s definition 

applicable to all sectors. Translated to a business context, this presents the general definition of corruption 

as the abuse of position or power for private gain. 

 

Rose-Ackerman (1975) makes a broader definition by focusing on the act of corruption rather than the actor, 

thus expanding the definition to encompass all sectors. Rose-Ackerman (1975, p.187) explains with an 

example of a bribe: “The person bribed must necessarily be acting as an agent for another individual or 

organization since the purpose of the bribe is to induce him to place his own interests ahead of the objectives 

of the organization for which he works.” The organization for which the agent works may be a public or 
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political office or a private firm, the distinction does not matter as the focus is on the corrupt action for 

personal reward. The agent must, however, be in a position of power, for example by having either 

discretionary authority or strong influence, to be eligible for the bribe. Andvig (2006; 2007) adds to this 

definition that corrupt transactions are not simply a set of particular actions, but rather related to some rules 

about proper procedures for transactions (transaction modes); when a person acts corruptly, a transactional 

mode is broken. 

 

Conversely from the point by Eischer (2009) that not all illicit behavior is corrupt, some methods of corruption 

are not necessarily illegal. The tricky distinction is between what is law and what is ethical. In many countries 

there are laws regarding corruption in the public sector (involving public officials and employees). However, 

firms in the private sector often have legal counsels to set anti-corruption policies which will help them abide 

both national and international law for MNCs, but this does not necessarily shield firms from corruption 

scandals. In the private sector, rigid business ethics plays a much larger role in preventing corrupt activity. 

 

Although the literature on corruption traditionally makes a distinction between sectors and tend to focus 

more on the public and political rather than private (see Argandoña, 2003; Brown, 2006), such a distinction 

does not serve the purpose of this thesis. Corruption occurs in all sectors, industries, and on every level in 

organizations, from governmental offices and commercial corporations to charities and religious 

organizations and affects all societies to varying degrees and at different times (Pellegrini & Gerlagh, 2008). 

Corruption is a complex, multidimensional issue (Ashforth, Gioia, Robinson, & Trevino, 2008; Eischer, 2009) 

and can be analyzed at different levels; from the micro view of individuals or groups to the macro view of 

organizations and industries and to a wider systemic view of the continent or global economy (Ashforth et 

al., 2008). Our focus is on companies’ response to corrupt conduct which to a large degree neglects the 

position, role or office of the counterpart in the corrupt transaction. 

 

Most of the definitions discussed above include the term ‘private gain’ which in corporate corruption must 

be understood as in this definition of bribery from Rose-Ackerman (1999, p.517): “an illegal payment to a 

public agent to obtain a benefit for a private individual or firm”. This stresses the fact that individuals may 

conspire in corruption for the benefit of their company which implicitly also benefits the individual. Incentives 

for managers and employees to conduct corruption include benefits to the company, such as being awarded 

a contract without a competitive tender or not having to comply with regulations, or advancing the 

individual’s own career by managing an apparent successful operation (Cuervo-Cazurra, 2016). 
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Our analysis focuses on MNCs and, thus, we will use the following definition of corruption inspired by the 

literature above:  

 

Corruption is the abuse of position or entrusted power for improper benefits to the individual or firm.  

 

This definition incorporates three key characteristics discussed by Cuervo-Cazurra (2016). First, it is applicable 

to both private and public sector and all types of firms, organizations, NGOs, and stakeholders. Second, the 

person is abusing his or her power which can be discrete decision-making authority or exerting influence for 

personal benefit. Third, the corrupt person obtains a benefit “that only accrues to him or her rather than to 

the organization for which he or she is working; implicit in this is that the costs of his or her decision are 

borne by the organization” (Cuervo-Cazurra, 2016, p.36). This means that a person may participate in 

corruption which benefits the firm, but on the condition that the result is in the person’s self-interest. Finally, 

the term ‘improper benefits’ highlights the illegitimate or unethical nature of the act.  

2.2 Taxonomy of corruption 

Corruption as a concept and action can be classified in three levels; scope, state, and method (Sampford, 

Shacklock, Connors, & Galtung, 2006). 

 

The overarching scope of corruption can be split into two classifications: grand and petty. Grand corruption 

concerns serious instances of corruption on the highest level of government or public office (Langseth, 2006). 

As it involves policymakers and influential opinion-makers, instances of corruption on this level is a significant 

perversion of office and public trust (Rose-Ackerman, 1999). Petty corruption follows the same concept but 

on a smaller scale. Offenses considered petty corruption can involve an exchange of a small amount of money 

or granting of minor favors (Langseth, 2006). Petty corruption involves low-level officials. For example, a 

police officer accepting a small bribe for not writing a speeding ticket or a public official accepting an 

improper gift. Langseth (2006, p.9) explains the critical difference between the two scopes as “the former 

involves the distortion or corruption of the central functions of government, while the latter develops and 

exists within the context of established governance and social frameworks”. 

 

Next, Langseth (2006) introduces two states of participating in transactional corruption, typically illustrated 

with a bribe. Active corruption refers to the offering or paying the bribe, while passive corruption will be the 

counterpart soliciting or receiving the bribe. This is described in the European Criminal Law Convention on 

Corruption, ETS#173, article 2 and 3. Both the active or the passive participant may initiate the transaction, 
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either by the active party offering a bribe or the passive counterpart soliciting a bribe in return for a favor. 

These states of corruption must not be confused with the same terms from criminal law terminology where 

the terms distinguish whether or not a corrupt action took place (active) or was solely attempted (passive) 

(Langseth, 2006).  

 

The last common division of corruption is the different methods considered corrupt actions. In business, 

there are four broad categories; bribery, embezzlement, patronage, and extortion; all of which are 

considered a criminal offense in most countries.  

 

Bribery is “the bestowing of a benefit in order to unduly influence an action or decision” (Langseth, 2006, 

p.10) and is the most common form of corruption as far as we know (OECD, 2013). The benefit offered can 

be virtually any inducement, from cash and monetary valuables to information, entertainment, goods and 

services, or merely the promise of some incentives. In essence, bribery is a quid pro quo of illegal or unethical 

nature. The bribe can be paid for either active (exertion of influence) or passive (overlooking of some offense 

or obligation) conduct, and with varying frequency from a one-off payment to case-by-case to a continuous 

relationship (OECD, 2013). Bribery occurs in all industries and in any scale from petty gifts or small ‘grease’ 

payments to single, multi-million transactions.  

 

There are a few situations to be aware of. When doing business abroad or across borders, ‘facilitation 

payments’ are sometimes requested by foreign officials to approve a business transaction, issue a permit, or 

simply do their job in a timely matter. OECD (2011) attempts to regulate the use of facilitation payments. In 

many cases, it is not illegal, though the distinction is blurred, and facilitation payments are often is used to 

cover up a bribe. The OECD urges countries to raise awareness of public officials and solicitation of facilitation 

payments. There is also a ‘slippery slope’ argument that once bribery has occurred, the threshold for 

participation in other forms of corruption is lowered (Langseth, 2006). 

 

Embezzlement is “the taking or conversion of money, property or valuable items by an individual who is not 

entitled to them but, by virtue of his or hers position or employment, has access to them” (Langseth, 2006, 

p.11). Essentially, embezzlement is theft, however, the term theft goes far beyond the scope of corruption 

and thus the term embezzlement is used in cases related to business and corruption. Another form of 

corruption linked to embezzlement is fraud. Fraud is the act of inducing an owner of an asset to voluntarily 

relinquish it by portraying false or misleading information, or the provision of falsified data to achieve an 

objective (Langseth, 2006). Falsifying data includes concealing the true purpose of something, for example, 
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concealing a bribe payment as a legitimate transaction which is to be considered as fraud and fraudulent 

accounting. 

 

The two other categories are patronage and extortion. Patronage (sometimes called favoritism or nepotism) 

consist of the preferential treatment of firms or individuals and often not for any material benefit but rather 

in the interest of someone close to the discretionary authority. Extortion is defined by Verhezen (2009) as 

the act of threatening to harm an individual to obtain benefits to which one has no prior rights. A common 

form of and name for extortion beyond corruption is blackmail.  

 

The four forms of corruption presented above are only a few of many methods and variations of corruption 

one can participate in or be victim of. Other common corporate crimes include money laundering and tax 

evasion, trading in influence, and collusion. These white-collar crimes are not classified as corruption by 

default, but corporate crime incidents may very well be a case of corruption. The distinction is often 

challenging to make and must be done on a case-by-case basis.  

 

Summing up the taxonomy of corruption, it is apparent that corruption is a multifaceted, complex problem. 

As Gorta (2006) explains, corruption is not a single, unitary phenomenon but a term encompassing many 

different forms of misuse of power.  

2.4 Control mechanisms 

Corporate governance  

To understand how companies can change their behavior we need to understand in what way they possibly 

can change. One way is by strengthening anti-corruption measures and control mechanisms. A response to 

a corruption scandal could, for example, be to improve and increase the level of corporate governance. In 

this section, we will go through what corporate governance is, why it got more attention after the financial 

crisis in 2008, and the rules and laws of the EU regarding corporate governance. 

  

There are several reasons for why corporate governance exists and why it is important. One is that it builds 

a relationship between all the stakeholders of the company, for example, the management, board, and 

shareholders. Furthermore, it creates a structure for the company to set and reach its goals and objectives 

in the right manner (OECD, 2015). It can be seen as the “the process by which outside suppliers of equity to 

corporations secure protection of their rights as shareholders and receive a fair return” (Ng, Qian, & Dix, 
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2008, p.300). According to OECD, the purpose of corporate governance is: “to help build an environment of 

trust, transparency and accountability necessary for fostering long-term investment, financial stability and 

business integrity, thereby supporting stronger growth and more inclusive societies” (OECD, 2015, p.7). It 

varies between researchers what they believe defines the characteristics of corporate governance and what 

influences its quality. When looking at different factors influencing corporate governance, most researchers 

concentrate on industry- and firm-level. As an example, according to Gillan et al. (2002), there are few things 

that can affect the corporate governance structure of the firm. That is, among others, the possibility of 

investments within the industry, the uniqueness of the product, the level of attractiveness of the 

environment the company operates, and its leverage. On the other hand, some state that the characteristics 

of the country can impact the quality and be more important to the corporate governance then industry and 

firm-level (Doidge, Karolyi, & Stulz, 2004).  

  

G20 and the OECD have published a document which includes Principles of Corporate Governance, which 

mission is to “help policymakers evaluate and improve the legal, regulatory, and institutional framework for 

corporate governance, with a view to supporting economic efficiency, sustainable growth and financial 

stability” (OECD, 2015, p.3). It was first issued in 1999, the second review was made in 2004, and then 

reviewed and edited again in 2014/15. There have been changes within the corporate and financial sector 

and therefore it is important to update the principles so that they are addressing what is relevant at each 

time. Since companies are operating in different industries and markets, there is not one rule that applies to 

all and it is near impossible to create standards that fit perfectly to everyone. Therefore, attempts have been 

made to find common ground and generalize the rules so they can be applied to companies from various 

nations and with different structures (ibid). In addition, the OECD developed an Anti-Bribery Convention1 

which is aimed at reducing corruption and corporate crime. OECD member states who have signed the 

convention are required to implement legislations criminalizing bribery and corruption of foreign officials and 

impose sanctions against companies violating these. A 2017 study found the Anti-Bribery Convention 

successful in reducing the rate of bribery committed by MNCs from signatory countries (Jensen & Malesky, 

2018).  

 

Within the EU there are laws for companies and corporate governance. They have a couple of objectives. 

First, they are issued so that corporations can operate anywhere within the EU. Second, they are 

implemented to protect different stakeholders like the shareholders, employees, and creditors. Third, they 

should create long term sustainability, competitiveness, and efficiency within companies. Lastly, they should 

                                                
1 Officially Convention on Combating Bribery of Foreign Public Officials in International Business Transactions (OECD, 2001). 
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create and encourage healthy cooperation between companies in the EU. The company laws focus on 

different issues within corporate governance. One is how the companies are managed and controlled by 

focusing on relationships between stakeholders. Furthermore, it involves a plan to finance sustainable 

growth. Lastly, a special section focuses solely on banks and investment banks and that there is a need for 

transparency and strong corporate governance within these sections (European Commission, n.d.).  

 

In the aftermath of the 2008 financial crisis increased focus was put on the importance of corporate 

governance. It has been getting more and more attention in the news and within companies (Ng, Qian, & Dix, 

2008). A detail report created by OECD (2010) on Corporate Governance and the financial crisis explains how 

weakness in different levels of corporate governance, like risk management and board practices, was a 

significant factor in leading up to the financial crisis. The report says it was not the lack of international and 

national laws and regulations, as the principles of Corporate governance from OECD, but rather the lack of 

incentives and pressure from within the company to implement and support the these (OECD, 2010). Hence, 

there was a lack of support towards the implementation of corporate governance standards that were 

already existent. What the report states about the importance of Corporate Governance in relation to risk 

management can be related to corruption since risk management is an important anti-corruption measure. 

This will be discussed later on. 

Code of Conduct 

In addition to the laws, rules, and standards that companies and its stakeholders have to follow from 

governments, they can implement extra rules and values and add them to their code of conduct. The code 

of conduct is implemented by companies to share and communicate their beliefs, actions, and values, and it 

can include what they consider to be appropriate ethical behavior (Crane & Matten, 2007). This is something 

that the company voluntarily chooses to implement. These are guidelines that are set for all employees for 

them to go by when they are acting on behalf of the company and should be followed when employees are 

acting inside and outside the company (Arrigo, 2006). Hence, it does not matter if it is internal decisions or 

public presentations, the codes apply in all cases. Some say it is important to distinguish between the code 

of conduct and code of ethics. Meaning, the former is more rules-based and applies to the company strategy 

and provides a way for employees to know how to behave in all situation. That is, if a situation arises where 

employees are unsure what is correct behavior, the code of conduct should help them know how to react. 

The latter, code of ethics, is value-based, meaning it focuses on the company’s values and ethical principles. 

The two are though closely linked and might incorporate one of the other (Arrigo, 2006). Due to the close 
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link between them and scope of this thesis, we have decided not to distinguish between the two and, 

therefore, there might be some cases which do rather apply to a code of ethics than a code of conduct.  

  

According to Lückerath-Rovers and Bos (2011) who did a study about the code of conduct for Non-Executive 

and Supervisory Directors, the code of conduct should not be a list of ‘do’s and don’ts’ but rather a way for 

the company to explain to employees what appropriate conduct and attitude is. It can be used as a moral 

compass for those Non-Executive Directors and Supervisory Directors (SD), and it should not limit personal 

accountability. Moreover, they state: “The purpose of the code of conduct is to define these norms and 

values so that not only NEDs/SDs but also society and stakeholders agree on the principles and limitations of 

good supervision” (Lückerath-Rovers & Bos, 2011, p.479). Hence, the companies’ code of conduct does not 

only benefit the internal stakeholders but also the external stakeholders to know the company’s values and 

their ethical standards. 

  

There will always be a challenge of controlling if the code of conduct is followed. Companies must emphasize 

that the code of conduct has a purpose and sanctions will be imposed if it is broken. There are different ways 

to go about when making sure the codes are followed and how to deal with the situations when they are 

broken. One way is to have an impartial external partner to ensure they are followed and make a decision 

regarding punishment which can be done with the support of employees. Some issues can be too delicate 

and complex to trust an external partner with the matter, so it can depend on each situation. Another way is 

to have internal system to ensure that they are followed that can involve a legal or compliance office, internal 

audit, and/or administration that have the responsibility of checking if improper behavior occurs. They can 

then involve top management or an ethics committee, if that exists within the company, if they believe that 

is needed (Arrigo, 2016). It is important that the top executives and managers follow the code of conduct 

and set an example for other employees. That example shows that the code of conduct is not only there to 

look good to the public and outside stakeholders but is an actual guideline that everyone must follow.  

  

The companies’ code of conduct is relevant for this topic to understand if the company uses a code of conduct 

in general and, if so, what they chose to concentrate on within the codes, which can vary between companies. 

It can include the company’s view of compliance and anti-corruption measures and stress the importance of 

ethical business to their employees.  
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Transparency 

Corporate transparency is defined as the “availability of firm-specific information to those outside publicly 

traded firms” (Bushman, Piotroski, & Smith, 2004). That is, companies are encouraged to periodically disclose 

information regarding their operations and financials in order for investors and stakeholders to assess their 

business and ensure the firm is running ethically, legally, and compliant with rules and regulations. In most 

developed economies, public firms are required by law to disclose information such as their accounting 

books, insider activity, and annual reports offering context to the numbers. The International Accounting 

Standards and International Financial Reporting Standards are developed to help firms be transparent as they 

set standards for accounting policies and principles. Another transparency safeguarding mechanism is the 

auditing requirement where an external auditor controls and approves the firm’s own reporting, which adds 

credibility to the information. Corporate transparency measures fall into three categories (Bushman & Smith, 

2003, p.66): (1) measures of the quality of corporate reporting (e.g. audit), (2) measures of the intensity of 

private information acquisition, including analyst following, investments, insider holdings, and (3) measures 

of the quality of information dissemination. Thus, organizational transparency is essentially a control and 

monitoring mechanism to ensure proper organizational behavior (Osrecki, 2015) and hence an important 

anti-corruption measure. Being transparent with the firm’s dealings and finances add accountability for their 

decisions and help mitigate information asymmetry. 

 

Being open and transparent with their information do, however, not ensure efficiency and legitimacy of the 

organization’s behavior. Osrecki (2015) critically examines anti-corruption literature and argues that rigid 

anti-corruption policies, notably transparency, accountability, and compliance, run the risk of rendering 

organizations inflexible and unable to pursue certain growth opportunities. Osrecki proposes that firms are 

dependent on the occasional rule-breaking and calls this functional deviance. Nevertheless, relevant to this 

thesis is the statement that “corruption is mainly a consequence of weak monitoring and that anti-corruption 

programs should entail an organizational design that is based on a rather strict notion of transparency, 

accountability, and compliance” (Osrecki, 2015, p.339) which offers validity to transparency as an anti-

corruption measure.  

Compliance 

Compliance refers to the way firms align their internal processes to adapt their behavior to the legal, 

regulatory, and social environment. The quality of compliance as an anti-corruption or safeguarding 

mechanism is, however, dependent on the quality of the governing laws and regulations. The 2008 financial 
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crisis is an example of where both organizations and the regulatory framework lacked quality. Since then, 

governments have strengthened control mechanisms and organizations have invested more in implementing 

compliance departments and officers acting like internal advisors and watchdogs to ensure the firm is 

compliant with rules and regulations.  

 

In the agency theory approach to corporate governance (Jensen & Meckling, 1976), the board is tasked with 

monitoring and controlling the actions of the management and firm. Furthermore, it is the board’s 

responsibility to represent the owners and, thus, manage risk and maximize shareholder-value. In that 

regard, it has been widely discussed in academia if compliance with corporate governance codes and 

regulations, in fact, lead to better firm performance (see Akbar, Poletti-Hughes, El-Faitouri, & Shah, 2016). 

The rationale is that better governance enhances monitoring which in turn incentivizes managers to pursue 

value-maximizing projects (Akbar, Poletti-Hughes, El-Faitouri, & Shah, 2016) and not take on excessive risk.  

 

Compliance may be seen as a measurement of the firm’s adherence to its corporate governance systems. 

The board functions as one compliance measure and further methods for strengthening compliance include 

whistleblower schemes and proper training of employees. The term whistleblower exploded in use following 

Edward Snowden’s leakage of classified information in 2013 and describes an individual who “make a 

principled public interest disclosure of wrongdoing” (Howard, 2008, p.1). Whistleblower scheme refers to an 

organization’s process for reporting wrongdoing or unethical behavior and offer protection for the individual, 

so the whistleblower does not suffer repercussions. Many organizations have created safe and often 

anonymous schemes or processes for employees to report witnessed or uncovered wrongdoing to an internal 

compliance officer. This is now regarded as an essential tool for strengthening accountability, compliance, 

and reduce corruption and unethical behavior. The other method mentioned above is increased training of 

employees to spread awareness of the company’s code of conduct or other governance and compliance 

policies. 

 

Compliance with corporate governance and regulatory policies is an important principle and relevant topic 

for this thesis. As this thesis aims to investigate responses to corruption scandals, looking at companies’ 

compliance measures offer insight to evaluating the effectiveness of internal control mechanisms in the 

companies and measure changes done in the wake of a scandal.  
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Risk management 

Along with developments in the anti-corruption measures above, enterprise risk management has become 

an integral part of managing organizations. Risk management involves systems and processes to identify, 

assess, monitor, and manage risk from a company-wide perspective rather than a narrow department-by-

department perspective (Kleffner, Lee, & McGannon, 2003). One way to see this is to view the organization 

as a portfolio of different activities, each with their own associated risks, which must be balanced and 

managed. Thus, risk management extends way beyond traditional financial risk management of hedging 

interest rates and foreign exchange exposure to include operational risk, reputational risk, and strategic risk. 

Researchers have suggested that companies adopting a portfolio approach to enterprise risk management 

have a long-run advantage over those who manage risk individually (Kleffner, Lee, & McGannon, 2003; Nocco 

& Stulz, 2006). Today, large organizations may have a designated risk officer who directs the risk management 

function and is overseen by the board charged with monitoring and setting limits for acceptable risk exposure 

(Nocco & Stulz, 2006).  

 

Enterprise risk management can be split into two components: traditional risk management and risk 

governance (Lundqvist, 2015). Risk governance refers to the direction and control of the organizational risk 

management system and specifies responsibilities, authority, and accountability in the risk management 

system. Lundqvist (2015) proposes a simple model (figure 1) to conceptualize enterprise risk management 

and argues that the evolution of risk governance is a response to the “growing concern about the lack of both 

corporate governance and risk management in firms” (Lundqvist, 2015, p.464). 

 

 
Figure 1: Proposed conceptualization of enterprise risk management (Lundqvist, 2015). 

 

Risk management is an important anti-corruption measure. When viewing corruption as a risk, companies 

can implement structured systems for monitoring and preventing corruption in their operations. Particularly 
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for MNCs, continuous risk assessment of foreign operations helps create awareness of markets where bribery 

and corruption can pose a significant risk and then implement control mechanisms to deal with this.  

 

The five control mechanisms discussed in this section function as a system of controls to support legitimate 

practice. Bhimani (2009) states that whilst all the controls are important, an intertwined system comprised 

of all the controls is what makes anti-corruption measures and control mechanisms effective. Thus, having, 

for example, an organizational code of conduct is not enough to safeguard legitimate conduct by employees 

and the firm. MNCs must, therefore, take a holistic approach to corporate governance and anti-corruption 

by creating a robust system and processes with all the measures discussed in this section. 

2.5 Crisis management 

Organizational crises and corporate scandals can have an enormous impact on not only the organization itself 

but also on the industry, economy, and sociopolitical system to which it belongs. Thus, effective management 

in a crisis situation is key to limiting the corporate damage and spillover effects on other parts of the 

ecosystem. Organizational crises can be induced by a long list of reasons; corruption, corporate sabotage, 

environmental phenomenon and natural disasters, terrorism, pollution, production factors, workplace 

violation, employee strikes, boycotts, information spill, and many more. This minimal sample of crisis-causes 

illustrates the breadth of organizational vulnerabilities, yet they share a number of commonalities. Pearson 

and Claire (1998, p.60) consolidate all the elements and give this definition of an organizational crisis:  

An organizational crisis is a low-probability, high-impact event that threatens the viability 

of the organization and it characterized by ambiguity of cause, effect, and means of 

resolution, as well as by a belief that decisions must be made swiftly. 

 

Crisis management refers to the process of identifying, manage, and avert an organizational crisis. Where 

some researchers claim that crises can be recurrent and non-preventable (Gephart, 1984), Pearson and Claire 

(1998, p.61) offer the following definitions of crisis management and its effectiveness: 

Organizational crisis management is a systematic attempt by organizational members 

with external stakeholders to avert crises or to effectively manage those that do occur.  

 

Organizational crisis management effectiveness is evidenced when potential crises are 

averted or when key stakeholders believe that the success outcomes of short- and long-

range impacts of crises outweigh the failure outcomes. 

 



   22 

Some researchers have modelled the Crisis Management Process (Pearson & Clair, 1998: Egelhoff & Sen, 

1992; Pearson & Mitroff, 1993) focusing on detection, preparation, containment, recovery, and learning, 

while others focus on a communicative response centered around public relation and perception repair 

(Benoit, 1995; Coombs & Holladay, 1996; Fortunato, 2008). This is called crisis-response strategies and 

declare that the primary objective of crisis management is to maintain the organization’s image (Coombs, 

1995). Grebe (2013) highlights the importance of correct deployment of a crisis-response strategy, as 

mismanagement of a corporate crisis could easily escalate the scandal and cause additional harm. 

 

The repertoire of crisis-response strategies (figure 2) developed by 

Coombs (1995) is an amalgamation of prominent works on the topic. 

Nonexistence strategies aim to eliminate the crisis, while distance 

strategies acknowledge the crisis but attempt to weakening the link 

to the organization. Ingratiation strategies aim to gain public 

approval by focusing on the positive aspects of the organization 

valued by the public, mortification strategies beg for public 

forgiveness. Lastly, suffering strategies seek to create public 

sympathy. Which strategy to choose is dependent on the crisis 

situation and type (see Coombs, 1995).   

    

While communication undoubtedly plays an important role in managing a crisis, crisis-response strategies 

are indeed reactive and adhere to the larger system of crisis management which incorporates proactive 

measures. Mitroff, Shrivastava and Udwadia (1987) present a model for effective crisis management 

(appendix A) where they argue that effective crisis management is done in four phases: (1) Detection, (2) 

Crises, (3) Repair, and (4) Assessment. The first refers to the organization’s early warning systems, herein 

internal control mechanisms, monitoring systems, and environmental scanning. Phase two indicate that total 

prevention of a crisis in near impossible, but “constant testing and revision of plans should help organizations 

cope more efficiently with crises that occur” (Mitroff et al., 1987, p.285). The third phase represents the 

organization’s recovery mechanisms; emergency plans, crisis-response strategies, crisis management teams, 

etc. The final assessment phase is to take away learnings for future improvements and assessing the 

organization’s effectiveness of its crisis management capabilities. See Mitroff et al. (1987) for an in-depth 

explanation of the phases and the relationships between them, and an adjustment of the model showing 

how inadequate contingency in regard to crisis management almost certainly will expose the organization to 

a crisis (p.290-291). 

Figure 2: Crisis-Response Strategies (Coombs, 
1995). 
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Tybout and Roehm (2009) offer a framework on craft a response that fits with the scandal to minimize 

damage to the company. The framework is a simple four-step guide starting with assessing the incident, 

taking into account its nature, the spillover and rebound effects, and the customer’s mindset. The second 

step is acknowledging the problem and immediately express concern for affected parties and launch an 

investigation. After the initial response and gathering information on the underlying cause, the third step is 

to formulate a strategic response. The strategic response may include actions such as formal punishment, 

firing, and reporting those responsible to the authorities when the scandal is a result of intentional actions 

or take a softer approach like expressing deep regret and sincere apologies if the scandal was accidental. The 

final step is implementing a crisis-response strategy and “the critical questions at this stage: Which issues 

should be addressed, and at what level of detail? Who should deliver the response, and with what kind of 

tone?” (Tybout & Roehm, 2009).  

 

It has been suggested that corporate governance plays an important role in preventing corporate crises 

(Kirkpatrick, 2009; Pirson & Turnbull, 2011). Pirson and Turnbull (2011) argue, based on the 2008 financial 

crisis, that boards’ failure to manage risk well were due to (1) lack of information supply regarding the risks 

management incurred, and (2) inability to process risk-related information and lack of incentives to influence 

managerial decision-making. Kirkpatrick (2009, p.62) asserts that “corporate governance routines did not 

serve their purpose to safeguard against excessive risk taking” and that risk management system fail due to 

inadequate corporate governance procedures. Thus, ample governance may not eliminate, but help mitigate 

the risk of corporate crises occurring. Alpaslan, Green, and Mitroff (2009) advocate for a stakeholder model 

(Donaldson & Preston, 1995) approach to corporate governance which may lead to more proactive and 

accommodating crisis management.  

2.6 Conceptual framework 

To conduct our analysis, we will adopt and adapt Cuervo-Cazurra’s (2016) framework for analyzing corruption 

in international business (figure 3).  
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Figure 3: Framework for analyzing corruption in international business (Cuervo-Cazurra, 2016). 

 
The framework presents an overview of the different aspects one may want to consider when analyzing 

corruption. It is not intentionally developed for dissecting individual corruption cases but rather as a tool for 

analyzing the topic of corruption. Even so, applying the four ‘lenses’ to one individual case does well to 

enhance our understanding of the prevailing corruption (concept), the initiative and incentive to corrupt 

(causes), the viability (controls), and what the intended outcome was (consequences). In our study of 

companies’ response to corruption, a solid understanding of the corrupt activity is necessary and acts as a 

foundation to support our analysis. Inspired by Cuervo-Cazurra’s framework and the literature discussed in 

this chapter, we present our conceptual framework (figure 4) for analyzing the five chosen cases of 

corruption: 

 
Figure 4: Conceptual framework 
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In the analysis, we will apply this framework to dissect each case. Concepts identify the classification, method, 

and state of the corrupt practice as discussed in the taxonomy of corruption. Causes investigate whether the 

corrupt act was initiated by the active party by supply or solicited by the passive party in demand and uncover 

the incentives to corrupt. With the concepts and causes in mind, we will examine the control mechanisms, 

present or absent, who failed to prevent the corrupt conduct. We have chosen five key controls which will 

help us answer our research question by examining changes done in the short- and long-term after the 

corruption scandal. This will effectively aid us in observing the companies’ response and juxtapose the results 

to look for similarities and differences. We have chosen not to adopt ‘consequences’ from Cuervo-Cazurra’s 

framework as the insight it would give is not relevant for this thesis. Our focus is on response to corruption 

and, thus, we give more attention to the controls and have extended that area of analysis.  

 

In addition to choosing these five controls to help us guide the analysis, we have four search words to see if 

the companies’ focus shifted between the years. These four search words are corruption, bribe, compliance, 

and transparency and we will look them up in the companies annual reports to see how many times they are 

mentioned. They should keep the comparison between the years, that is before the scandal, short-term, and 

long-term, in a structured way. Moreover, it can help us detect if the companies shifted their focus in similar 

or different ways. The reasons why we use these four words are that we are interested to see if the 

companies added more focus on corruption and bribe after the scandal, thus, acknowledging the issue. 

Secondly, by looking at an overall shift in focus in compliances and transparency we believe we can see if the 

companies recognized its importance and stronger compliances and increased transparency could result in 

less room for corrupt behavior. The reason we do not include the other three controls is that we believe they 

have wider context in the annual report and, therefore, important to read the context. Taking risk 

management, for example, the company can include risk management various times in their annual report 

without acknowledging corruption as a risk. To get around this we will to some extent check the context in 

which the four words are mentioned. Nevertheless, we believe the search words are informative and will 

show if the companies changed their focus towards these issues.  

2.7 Summary 
This chapter provided an overview of the relevant literature for this thesis. First, the chapter discussed the 

concept of corruption: what it is, the intricacy of developing a uniform definition, and methods to measure 

levels of corruption. We presented our working definition of corruption as the abuse of position or entrusted 

power for improper benefits to the individual or firm inspired by various academic sources and went through 

a taxonomy of corruption where we outlined different characteristics to analyze corrupt conduct. A corrupt 
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transaction can be grand or petty in scope which refers to the significance of the violation and its effects. The 

involved parties can be active or passive which distinguish between offering and paying or soliciting and 

receiving improper benefits. To round up the taxonomy of corruption we introduced the most common forms 

of corruption; bribery, embezzlement and fraud, patronage, and extortion. Due to the hidden nature of 

corruption it is challenging to measure, but the predominant method consists of surveying businesses, 

governmental officials, or members of society to produce reports and indices on the perceived level of 

corruption in a country or part of the world.  

 

Following the relevant literature on the concept of corruption, we presented literature on control 

mechanisms and crisis management. In our analysis, we will measure changes in corporate governance, code 

of conduct, transparency, compliance, and risk management in the aftermath of a corruption scandal. We 

call these anti-corruption measures and outlined the reasons for their existence in this chapter. Before 

concluding the literature review with our proposed framework, we briefly investigated the field of crisis 

management and models for effectively managing an organization through a crisis, such as a corruption 

scandal. Our conceptual framework which will guide our analysis is inspired by Cuervo-Cazurra’s (2016) 

framework for analyzing corruption in international business. By first comprehending the prevailing 

corruption concepts and causes of each of our chosen corruption scandals, we will investigate the control 

mechanisms before the scandal hit and in the short and long term to discover what measures the companies 

took. On this foundation, we will move on to the methodology behind our analysis.  
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3. Methodology  
This chapter explains the methodology used in the thesis to lead the analysis and answer the research 

question. It outlines in which way the knowledge was acquired, why we chose these methods, and the 

advantages and disadvantages of these choices. Moreover, it will explain which other methods could have 

been used and the reason why they were not chosen. This chapter is structured after the research onion 

model (Saunders, Lewis, & Thornhill, 2009) which can 

be seen in figure 5. It explains the importance of 

understanding the philosophy first, which is how the 

researchers view the world and guides the 

investigation, before moving into the center of the 

‘onion’ through different layers. These layers are 

approaches, strategies, choices, time horizon, and 

ending on the techniques and procedures. In 

addition to these layers, we end the chapter on a 

section on the credibility of the research findings to 

explain how our research is reliable and valid. 

3.1 Research philosophy  

It is important to be aware of the philosophical commitment that is made with the choice of research strategy 

since it affects how we understand the topic we are researching. It seeks to explain how we view the world 

and developed our knowledge of the subject. 

 

Ontology is the way that the researchers view the world and can be split into two different ways: objectivism 

and subjectivism. Objectivism is the view that believes that social entities and their existence is independent 

of social actors. On the other hand, subjectivism is the belief that social phenomenon and the social actors 

are attached, that is, the “social phenomena are created from the perceptions and consequent actions of 

social actors. What is more, this is a continual process in that through the process of social interaction these 

social phenomena are in a constant state of revision” (Saunders et al., 2009, p.111). This thesis was built on 

the researcher’s view of subjectivism. As part of subjectivism, we believe that the world is socially 

constructed. The world and the viewpoint changes between social actors and each one may interpret the 

situation differently (Saunders et al., 2009). Because of this, it is important to study “the details of the 

situation to understand the reality or perhaps a reality working behind them” (Remenyi et al., 1998 cited in 

Figure 5: The research ‘onion’ (Saunders et al., 2009, p.108) 
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Saunders et al., 2009, p.111). While ontology focuses on how we view the world, epistemology focuses on 

what is acceptable knowledge in a particular field of study. One sub-section of epistemology is interpretivism 

that entails the importance of researchers to understand the differences between humans as social actors. 

That is the knowledge needed to understand the decisions of social actors (Saunders et al., 2009).  

 

This is relevant to our research question as we wanted to gain knowledge of the responses to corrupt 

behavior. This research was taken with an empathetic stance of understanding the social actor’s behavior, as 

that is crucial to the interpretivist philosophy. It is important that the researchers understand the subject's 

point of view. Interpretivism is argued to be very relevant in the field of organizational behavior (Saunders et 

al., 2009), which is in line with our research topic. Interpretivism and subjectivism are closely linked as both 

focus on the details of the situation, the reality behind them, the actions of the social actors, and how these 

actions are changeable. 

3.2 Research approach 
We followed an inductive approach to the research where we gathered data using specific guidelines, though 

with an open mind to change. We looked for patterns during our analysis and discussion and looked for a red 

thread through the cases or if there were any differences. Then, we ended up developing a conclusion from 

what we learned. As is normal for an inductive approach, our focus shifted and developed throughout our 

research. We spent most of the time conducting our analysis and exploring our data, thus that is the biggest 

part of our thesis which is common for inductive research. In addition, our research question is broad and 

open-ended, and we decided to conduct a qualitative research, both of which are standard for an inductive 

approach. 

 

When we started our research process, we assumed we would be using a deductive approach. However, 

since we did not have a pre-assumption of the outcome it did not match the general idea of deducting a 

theory. Rather, we approached it with curiosity and an open mind. Therefore, the more we read about the 

difference between the two approaches, our solution was that we would use the inductive approach with 

frameworks and literature review as guidelines for the structure. As Saunders et al. (2009, p.490) said: 

Even though you may incorporate an inductive approach in your research, commencing 

your work from a theoretical perspective may have certain advantages. It will link your 

research into the existing body of knowledge in your subject area, help you to get started 

and provide you with an initial analytical framework.  
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An inductive approach could be more complex to follow and might not be a success for someone who is not 

an experienced researcher (Saunders et al., 2009). Hence, we were aware that a deductive approach could 

be a safer choice and inductive approach might be more complex. However, it fitted well with all our criteria, 

so we are confident it was the right choice. 

3.3 Research Strategy 
To be able to answer our research question we used multiple case studies. According to Yin (2009, p.22) “case 

studies are the preferred method when (a) “how” or “why” questions are being posed, (b) the investigator 

has little control over events, and (c) the focus is on a contemporary phenomenon within a real-life context.” 

All three of these criteria were applicable to our research due to the fact that we wanted to understand how 

the companies responded to the phenomenon of corruption. Furthermore, according to Morris and Wood 

(1991, cited in Saunders et al., 2009) case studies are relevant for researchers who want to gain an 

understanding of the context and the processes, which was in line with our research question. Robson (2002, 

cited in Saunders et al., 2009, p.145) defines a case study as “a strategy for doing research which involves an 

empirical investigation of a particular contemporary phenomenon within its real-life context using multiple 

sources of evidence.” Again, this fitted with our research question and method as we did empirical research 

using various secondary data. A case study is in line with the interpretivism that was discussed in the 

philosophy section since that is detailed research and with fewer samples, which is the classical form of 

interpretivism.  

 

The reason why we chose to conduct multiple case studies was to be able to see if there were differences or 

similarities on how the companies responded between the cases. So, we did not only rely on findings from 

one case, even though five cases are not enough to generalize the findings. We were aware that this method 

is more time consuming than a single case. However, we believed that it would increase the validation of our 

data to have multiple cases. Moreover, it can result in the “evidence from multiple cases is often considered 

more compelling, and the overall study is therefore regarded as being more robust” (Herriott & Firestone, 

cited in Yin, 2009, p.78).  

 

Secondly, we conducted archival research on the case studies. Archival research makes use of administrative 

records and documents as the principal source of data. Some may relate the term archival only with a 

historical connection, however, Bryman (1989, cited in Saunders et al., 2009) states that it can be referred to 

both historical documents as well as recent ones. Hence, we believed it was valid to use archival research as 

a method of research. These administrative records and documents are the product of day-to-day activities 
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and are a part of the reality being studied (Saunders et al., 2009). Since we were looking to understand the 

responses of the companies after scandals, we needed to understand if their behavior changed from before 

the accusation. That is, if it was any response or if they continued their normal ways of doing business. 

Moreover, the response right after the scandals might not be the same material as is on their current website, 

so we had to be able to access a couple of different time periods. Therefore, archival research is the ideal to 

understand the situation. However, this type of research can be risky due to the fact that there can be limited 

access to the data from the companies. This research, therefore, required some creativity and finding 

technical loopholes through company websites to be able to acquire the data we needed. With help from a 

website called Wayback machine, we were able to find websites archives and most of the archival data we 

needed. 

3.3.1 Sampling 

When deciding on which cases to analyze and figuring out which would be relevant to the research question 

we decided on a couple of criteria and listed them up. We then started researching European corruption 

cases, gather the cases together, and find the ones that fitted with our criteria.  

 

First, we decided on a time range. We believed it would be the most relevant to look at and compare cases 

from the same time period to be able to see if there is any red thread and similarities throughout the cases. 

Moreover, if there were any differences it would be less likely they were due to a wide range in time periods. 

We decided to take a ten-year period and that it had to go back long enough so that we could observe the 

companies’ responses, if there were any. So, we decided that the corruption scandal had to occur within the 

time period of 2006 to 2016. Note, this does not mean that the corruption could not have been going on for 

a period of time prior to 2006, as it was in some cases. It means that the corruption was exposed in public, 

was discussed in the news and/or the company was indicted for their corrupt behavior in 2006-2016.  

 

Secondly, we decided that the company had to be of a certain size, which we measured in numbers of 

employees. We decided that they had to have more than 10.000 employees. The reason for that was so we 

would look at companies that have, to a certain degree, similar resources to respond to the scandal. That 

way, if there were differences in responses, we could eliminate company size as one of the reasons.  

 

As the research question states, we investigated European companies which meant that the companies’ 

headquarters had to be within Europe. However, they might have operated in other countries and the 
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corruption could be related to those countries. The company should, though, follow the European rules and 

norms and, therefore, we set these criteria.  

3.4 Research choices 
Research choices refer to which choice of methods the authors make. That is, if they chose qualitative 

research, quantitative research or a mix of both (Saunders et al., 2009). As mentioned earlier in this chapter 

we conducted qualitative research. Qualitative data is non-numeric data or in other words, data that has not 

been quantified. “It can range from a short list of responses to open-ended questions in an online 

questionnaire to more complex data such as transcripts of in-depth interviews or entire policy documents” 

(Saunders et al., 2009, p.480). Qualitative research is in line with the philosophy of interpretivism, where the 

primary data collection are small samples, in-depth investigation, and qualitative research (Saunders et al., 

2009, p.119). For this research, we used secondary data which is further discussed in section 3.6., with that 

we investigated, understood, and analyzed the companies’ annual reports, websites, and code of conduct, 

along with other published materials regarding the cases.  

 

The process for the qualitative analysis process can be split into three parts: (1) summarizing the data, (2) 

categorizing the data, and (3) structuring the data.  

 

Summarizing can be useful when looking at annual reports, code of conducts, and other material from their 

websites since there is a lot of material. When we started our research, we needed to read through it in a 

structured way and summarize the most important facts relevant to our research question. According to 

Saunders et al. (2009), it may also be useful when conducting the summary to note the key points of the 

report in addition to state the main purpose of the document, which is exactly what we did.  

 

Categorization can be determined either from the data or theories (Saunders et al., 2009). In our case, it 

came from the data, which is in line with the inductive approach. We explored the data with an open mind 

and curiosity and then developed groupings. Saunders et al. (2009) further state that the categorization 

needs to be part of a coherent set to create a well-structured analytical framework for the analysis. Which 

we did in our case, by categorizing the data we were able to split each case into five parts, which together 

led to our answer to the research question. In addition, these five categories led to an update of our literature 

review, which is also in line with the inductive approach as mentioned in that section. These five categories 

were Corporate Governance, Code of conduct, Transparency, Compliance, and Risk management.  
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By structuring the data, the researcher can create a story with a beginning, middle, and an end. It can take a 

classic form of what the story is about, what happened and why, what were the consequences, and the final 

outcome (Saunders et al., 2009). As mentioned in the literature review, we structured our research by using 

Cuervo-Cazurra’s (2016) framework for analyzing corruption in international business. First, we explored the 

concept and causes of the corruption (what happened and how), then we explored how the company 

responded both short-term and long-term (the consequences and the final outcome). This is explained in 

more detail in the literature review. To keep an even better structure, in addition to the framework and the 

use of categories, we chose four search words to use when looking at the companies’ annual reports. These 

four words were corruption, bribe, compliance, and transparency and helped compare the data between the 

years and then between the cases in a structured way. The reason we chose these words was that we were 

interested to see if the companies added focus on these topics between the years.  

3.5 Time horizons 
When choosing a time horizon for the research it has to be in line with the research question. Since our 

research is over a period of time to understand the change of behavior, we decided that longitudinal studies 

would be applicable for our research. This type of research can also be called the ‘diary’ perspective since it 

is looking at the data over a period of time. “The main strength of longitudinal research is the capacity that 

it has to study change and development” (Saunders et al., 2009, p.155). Therefore, it was highly relevant for 

our research. Even though we gathered all our data over a short period, we looked at documents from back 

in time and compared them with new documents to view the change and development of the companies to 

understand their response. According to Adams and Schvaneveldt (1991, cited in Saunders et al., 2009), 

longitudinal studies are applicable when the variables that are being studied are not affected by the research 

process itself. That is, when the researchers have no impact on the change or development of the process. 

Being archival research with case studies and only using secondary data there was no impact on the data 

during the research.  

 

Compared to cross-sectional studies, the other option for time horizons, longitudinal studies were an obvious 

choice. Cross-sectional studies are more applicable when looking at a particular phenomenon at a particular 

time. This is often the more popular approach since most researches are time constrained. However, it is 

more relevant when doing a survey strategy and seeking to understand an incident of a phenomenon at a 

given point in time (Saunders et al., 2009).  



   33 

3.6 Data collection 
For this research we chose to use secondary data. That is data that has already been collected for other 

purposes and can be reanalyzed to answer the research question. This can include data that is available for 

everyone like published summaries, quality newspapers, reports from governments, trade organizations, and 

consumer research. Moreover, secondary data is also operational information from companies, sometimes 

it can be public information, for example, the company website and annual report. It can also be confidential 

information that is only available for those within the organization, though, they are more difficult for 

researchers to gain access to (Saunders et al., 2009, p.256).  

 

We believed that secondary data would be ideal for us to gather the information we needed to answer the 

research question. We chose it to be able to compare material from the company from before and after, and 

therefore, make our evaluation of the response. The secondary data we used was from the companies’ 

websites, reports, and published material. Primary data and information related to a corruption incident are 

difficult to obtain as the individuals involved would perhaps not be with the company anymore, difficult to 

get hold of, or possibly be reluctant to share information due to the vulnerable and incriminating nature of 

the subject. We were aware that the information might still be biased towards the company since they were 

in charge of the information published on their site, however, we hoped that by mixing news reports 

regarding the scandal we were able to reduce that bias. An advantage of using secondary data was that with 

the time frame and resources available for this thesis, this was a very efficient way to collect the data needed 

to answer the research question.  

 

Secondary studies fitted well with other chosen methods for this research, like the time horizon and archival 

research. Longitudinal studies and secondary data go hand in hand, and as we talked about in section 3.5, we 

chose longitudinal studies to explore the change and development within the companies. To do that we 

needed to explore older published material from the companies which could be harder to achieve through, 

for example, interviews. Also, it is given that all archival researchers use secondary data, however, it should 

be noted that not all secondary data is archival research. Meaning, it can be data that is very recent as the 

most recent annual reports from companies. That is also relevant for this research since, in addition to 

archival research, we are conducting case studies.  

 

There are of some disadvantages of using this method which include the risk of the data not being available 

and reliable. Before we began our research, we needed to make sure that there were enough of already 
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published material related to our topic. Hence, that there was enough available data to reach the objective 

of answering our research question and that this material was reliable.  

3.7 The credibility of research findings  
When conducting research, it is important that the research findings do not raise any questions of the 

credibility. A good research design increases the possibility that the findings are credible and correct. 

According to Raimond (1993, cited in Saunders et al., 2009), you cannot be sure that you know the answer 

to all questions and get it right, however, a good research design can reduce the possibility of getting the 

wrong answer. “Scientific methodology needs to be seen for what it truly is, a way of preventing me from 

deceiving myself in regard to my creatively formed subjective hunches which have developed out of the 

relationship between me and my material” (Rogers, 1961 cited in Saunders et al., 2009, p.156). According to 

Saunders et al. (2009), it is important to pay attention to two things when designing the research, that is the 

reliability and validity. These two things can determine the quality of the research and therefore it is 

important to be aware of them.  

3.7.1 Reliability 
“Reliability refers to the extent to which your data collection techniques or analysis procedures will yield 

consistent findings” (Saunders et al., 2009, p.156). In case studies this can be of high risk, especially if there 

is only conducted one case study. However, in this research, we conducted multiple case studies to increase 

the reliability of our findings. Furthermore, when collecting the data, we only used material from the 

companies’ websites and esteemed newspapers. That should increase the reliability and assure the reader 

that the data collected should be consistent with what other researchers collecting the same data would find. 

According to Robson (2002, cited in Saunders et al., 2009), there are four things that can be a threat to 

reliability. They are subject or participant error, subject or participant bias, observer error, and observer bias. 

The two first imply that conducting interviews or surveys of relevant individuals in our chosen case companies 

would expose our data to participant error and bias due to the sensitive and possibly incriminating nature of 

the topic. However, the same argument can be made with archival data produced by or based on statements 

from the companies themselves. There is an apparent trade-off here that must be considered. Given the fact 

that we examined known corruption incidents where the companies have admitted guilt, been fined, or the 

responsible parties indicted, we felt that primary data such as interviews would not add reliability to our data 

or analysis. Adding to this argument is the likelihood that a high percentage of first-hand witnesses and 

relevant individuals have left the companies or possibly signed agreements not to discuss and disclose 

company-sensitive information. Furthermore, our study was conducted some time after the corruption 
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incidents happened and criminal cases settled. We, therefore, asserted that relevant information was 

available and accessible through secondary data sources. 

 

By making sure that we, the observers, were aware of errors and stayed unbiased throughout the research 

we believe we managed to limit the second two threats. We were aware that two different people might 

read differently into data which increases the possibility of errors and bias. Conversely to this point, two 

people examining and evaluating the same dataset might enhance the analysis as results may be interpreted 

differently and subsequently discussed from several perspectives. However, by taking a good, structured 

approach to the analysis we attempted to limit the possibility of observer bias. Though part of the analysis in 

this thesis will be unambiguous measurement of variables, discussing the results and their implication later 

might benefit from two observers rather than one.  

3.7.2 Validity  
“Validity is concerned with whether the findings are really about what they appear to be about” (Saunders 

et al., 2009, p.157). It is a question if there were any other factors affecting the research and possibly the 

findings. It can be split into three parts: Internal validity, external validity, and construct validity. Internal 

validity refers to the “extent to which the findings can be attributed to the interventions rather than any 

flaws in your research design” (Saunders et al., 2009, p.143) and is an important factor in experiments. An 

example of this is a classic experiment with two similar groups where one is exposed to a planned 

intervention or manipulation, whilst the other represents a control group with no intervention. Another way 

of assessing internal validity is “by looking for other relevant evidence that supports the answers” (Saunders 

et al., 2009, p.373), that is, searching for evidence from other studies that support your findings. As our data 

was static and the analysis is built on a theoretical foundation, we believe the internal validity is acceptable. 

 

Another term for external validity is generalizability and refers to the extent to which the research results are 

generalizable and the findings applicable to other studies. Saunders et al. (2009) explain that this might be a 

concern if working with only a small sample of case studies like we do in this research. The answer to this is 

to clearly state that the purpose of this thesis was not to produce a theory that is generalizable but to unfold 

the findings in our particular research setting. The external validity may be tested by exposing the conclusion 

to other research settings in later studies.  

 

Construct validity refers to how well the chosen measures actually measure what they were intended to. An 

example of this is a personality test where surveys are used to measure a person’s attitude or personality 
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traits. In that case, construct validity refers to how well the questions in the test (measures) actually measure 

the person’s personality variables (constructs) (Saunders et al., 2009, p.373). We realized that our 

measurement method with search words would likely yield results where mentions of the words are in 

connection to something irrelevant to our research topic and question. However, we believed our chosen 

method would produce an illustrative and concluding result. We discuss the limitations of our research at the 

end of chapter five where some of the choices in this chapter will be discussed. 
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4. Analysis  

In this chapter we analyze what happened and how the company responded in each of our five selected cases 

of corruption. As discussed in the literature review, we will follow our conceptual framework. First, we will 

go through the concept and causes. Then, we will go through control mechanisms and examine how the 

company operated before the scandal broke versus after the scandal in each of the five groups. The material 

used for this section is primarily from the companies’ websites and published reports. A complete list of that 

material can be found in appendix B. All other material used is referenced appropriately.  

4.1 Siemens case 

In November 2006, the headquarters of the German conglomerate Siemens AG was raided by German 

authorities and the company faced investigations for corrupt business practice. Several investigations by 

international law enforcement agencies and investigative journalists, primarily the U.S. Securities and 

Exchange Commission (SEC) and German authorities, revealed a global, systematic scheme of corrupt 

conduct to win bids and contracts all over the world. By creating false bills and consultant contracts the 

company siphoned off more than €1.3bn to slush funds and shell companies used to pay bribes to foreign 

officials for decades. This case represents not one case of corruption, but a systemic corrupt corporate 

culture and conduct. 

Concepts 

Investigations found over 4,000 transactions where Siemens managers paid foreign officials in return for 

business to Siemens all over the world (SEC, 2008). Among the incidents are bribery of an official for a 

contract to design and build a metro line in Venezuela; a metro project in China; power-plants in Israel; 

mobile network in Bangladesh; a telecom project in Nigeria; national ID cards in Argentina; healthcare devices 

in Russia, China, and Vietnam; refineries in Mexico; and power-plant projects in Italy. According to the SEC 

(2008), Siemens had troubles competing in Germany and Western countries in the post-war era, and in 

response sought out business opportunities in less developed countries where corruption was common. This 

accumulated over time to a corporate culture of ubiquitous corruption known to and ignored by employees, 

managers, and the board. One former senior manager at Siemens explained how “[...] managers signed off 

commissions on yellow Post-It notes which could easily be removed in case of raids or investigations” (Gow, 

2008), and bribing officials became a possible business strategy for Siemens. These findings, in addition to 

the scope and magnitude, imply that the corrupt practices at Siemens were to be classified as grand and 
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active corruption. The methods employed were primarily bribery to acquire business, supported by 

embezzlement and fraudulent accounting to finance the bribe payments. Siemens used intricate payment 

mechanisms of intercompany accounts, slush funds, and third-party intermediaries to conceal and facilitate 

the illicit payments, many of which were administered by current or former senior managers or other 

individuals with close ties to the company.  

Causes 

In the case of Siemens, the corruption was driven not by the demand but rather by the supply of bribes as 

managers had incentives to offer them. Siemens had the offering of bribes imbedded in its culture, and 

though no reports suggest managers were directed by seniors to offer bribes, bids on this level were done 

by senior managers who knew about and were part of the corruption network. Up until 2008, Siemens’ 

organizational structure was divided into thirteen ‘business groups’ responsible for different industries and 

offerings in the conglomerate. SEC’s investigation revealed that at least six of the business groups conspired 

in the same corruption scheme with another 121 bribery transactions unattributed to a specific business 

group. 

 

The incentives for managers to offer bribes are threefold; 1) to obtain benefits for the company, 2) to advance 

one’s career by managing a well-performing operation, and 3) the cost of the bribe is primarily born by the 

company (Cuervo-Cazurra, 2016). All these criteria are met in the case of Siemens. In one highlighted 

incident, a former senior manager admitted to paying $100 million in bribes to Argentinian officials in 

exchange for a contract worth $1 billion to Siemens (Rubenfeld, 2018). This satisfies both the first and second 

incentive and similar examples are numerous. The third condition is met time and again with top executives, 

the board, and others failing to take any sort of disciplinary action when warned about possible illicit 

transactions and red flags. In 2003, an incident involving senior-level employees and a €4.12 million 

transaction in Nigeria was flagged by the external auditor and investigated by an internal compliance 

attorney. The report, delivered to the then-CFO, revealed that this was not an isolated event and warned of 

numerous possible law violations (SEC, 2008). The employees mentioned in the report were not taken 

disciplinary action against and continued paying bribes until at least November 2006. Another incident 

reports two managers involved in corruption in Italy who after the incident received early retirement with 

full benefits and their CFO was given a €1.8 million severance package as a result of the incident. “Siemens’ 

corporate response to bribery assured certain employees that they could expect to be taken care of if and 

when caught paying bribes on behalf of the Company” (SEC, 2008, p.9).  
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Thus, the evidence is clear that Siemens both tolerated and, in some cases, rewarded bribery, and incentives 

for managers to supply bribes were imbedded in their corporate culture. 

Control mechanisms 

Siemens before the scandal 

Corporate governance 

Since the scandal was exposed in 2006, we will look at the years prior to that in this section. When looking at 

Siemens’ website from December 31, 2005 it is possible to see a page for investor relations and corporate 

governance. On that page, they had a quote from October 2005 where their CFO at the time, Heinz-Joachim 

Neubürger, stated: “good Corporate governance has traditionally been a high priority at Siemens. We 

continue to welcome the ongoing corporate governance initiatives within and outside of Germany” (Siemens, 

2005a). Furthermore, they stated on the same page: “corporate governance forms the basis of all our 

decision-making and monitoring processes” (Siemens, 2005a).  

 

Siemens was listed on the NYSE from 2001 to 2014 and thus subject to the U.S. Foreign Corrupt Practices Act 

(FCPA) and under the jurisdiction of the SEC and U.S. Department of Justice (DoJ). Siemens was also familiar 

with the OECD Convention on Combating Bribery which was ratified in Germany in 1999. Both of these 

criminalize bribery of foreign officials in order to acquire business and consequently were violated by Siemens 

for years. Thus, with government control mechanisms in place in the form of law and legislation, we assert 

that Siemens had inadequate internal control systems. However, up until 1999, bribery of foreign officials to 

secure contracts where necessary was allowed and even tax deductible in Germany. The practice was hence, 

to some degree, legal for a while but the company failed to change its conduct after the OECD legislation 

came into effect, and certainly the U.S. FCPA law from 1977. Though partly authorized, the extent to which 

corruption was imbedded in Siemens’ culture and business strategy, and the sophisticated and deceptive 

payment mechanisms, point to borderline illicit and unethical corrupt practice. Siemens pretended to adhere 

to the highest ethical and legal standards in business. Nevertheless, the facts reveal that the leadership of 

the company was complicit in continuing the corrupt practice and deliberately refrain from taking action 

when inquiries into the company’s conduct were made. The SEC’s investigation revealed that a further $27.5 

million was paid out in bribes after the raid on Siemens’ HQ in November 2006 which proves severely 

inadequate control mechanisms and leadership. 
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Code of Conduct 

In 2005, Siemens had Business Conduct Guidelines and a Code of Ethics. These were created to ensure their 

goal to conduct business responsibly and in compliance with all laws and regulations. Unfortunately, we were 

not able to further access these documents.  

Transparency 

In their annual report, they expressed that good corporate governance is created from respect for 

shareholder interest, openness, and transparency. Continuing through their annual report they discussed 

transparency in relation to financial reporting, manager’s compensation, and the importance of transparency 

throughout the value chain.  

Compliance 

The report stated that Siemens had a compliance officer who reported to the audit committee. They 

described that it was in the job description of the compliance officer to receive and report any misconduct 

or violation of their Business Conduct Guidelines, Code of Ethics, and governing rules and regulations. In the 

annual report, they said:  

Siemens is committed to conducting its business responsibly and in compliance with all 

relevant statutory and regulatory requirements. The Managing Board has established firm 

guidelines to help ensure that this goal is achieved. Our Business Conduct Guidelines 

establish rules regarding compliance with applicable laws, conflicts of interest, the use of 

Company assets and facilities, and insider trading. These rules are binding for all Siemens 

employees, the Managing Board, and the Supervisory Board (Siemens, 2005b, p.75). 

Risk management 

We can see that they included a section for risk management in their annual report, which is split into nine 

parts. There they discussed, among other, business, operational, supplier, regulatory, and legal risks. Even 

though this section included discussion regarding their operations in different business environments and 

uncertainty regarding economic conditions, none of them discussed the risk of corrupt behavior. 

Summary 

Siemens was aware of all rules in relation to corporate governance and they stated that they complied with 

them, but yet, there was corruption. This is in line with what was discussed in our section before about the 

scandal, how there were laws and regulations in place, however, Siemens did not have the internal controls 

to follow them. At the time of the corruption they already had a compliance officer, code of ethics, goals of 
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financial transparency, and business conduct guidelines. It is noteworthy that their compliance officer was a 

one-man team in a big corporation which operated in countries with high risk of corruption, hence, it can be 

seen as they were not aware of the importance of that position nor the scale of it.  

 
We looked at how many times our search words appeared in Siemens 2005 Annual report. The results can 

be seen in table 1. There we can see that corruption was never mentioned and neither was the word bribe. 

Compliance showed greater results; a total of 18 times. The word transparency appeared nine times. 

Table 1: Mentions in Siemens’ annual report 2005 

 

Short-term response 

Corporate governance 

In November 2006, after the news broke about the corruption, their key executives including the recently 

hired CEO, Klaus Kleinfeld, denied involvement and acted as if they were not aware of the problem. There 

was not much response except for the denials and their ex-CEO, who had the job from 1992-2005, stated 

how disappointed and upset he was over the fact that their compliance regime was not successful (Dietz & 

Gillespie, 2012).  

 

It was a year later, in 2007, when the most serious revelations came to light after heavy investigations, that 

the company responded again. Klaus Kleinfeld was let go and a new CEO, Peter Löscher, was hired. He offered 

immunity for all current employees, but excluding former executives, who would come forward with 

information. This was successful and 40 whistleblowers came forward with new information which included 

evidence about their previous management board (Dietz & Gillespie, 2012). This is a different response than 

their initial one. This time action was taken and an intense internal investigation was conducted, which led 

to executive layoffs and the establishment of a new, successful whistleblower scheme. They also streamlined 

and simplified their entire corporate structure. Notably, they added Corporate Legal and Compliance to 

Corporate Departments, which was not part of their earlier structure.  

 

In 2009, Siemens founded a $100 million Integrity Initiative fund which was to be distributed over 15 years. 

This was part of an agreed settlement with the World Bank because of the investigations and the 
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acknowledgment of Siemens’ past misconduct. In a joint press release with the World Bank from 2009, Peter 

Y. Solmssen, Member of the Managing Board and General Counsel of Siemens AG, stated: “Siemens stands 

for clean and sustainable business. This initiative will boost our efforts for more business integrity and fair 

market conditions globally. We are looking forward to making this a joint success with the World Bank and 

other partners.” (Siemens & the World Bank, 2009). They invited NGOs and international organization to 

propose projects or apply for funding. They issued an annual report individually for this program and the first 

was made for 2011. In this report they went through compliance at Siemens, how they were building alliances 

against corruption, explanations of their Integrity Initiative, the project profiles, and the highlights of the 

yearly activities. Even though this was part of their settlement process, Siemens embraced it and made it into 

a long-term objective and a way to have a global impact against corruption.  

Code of Conduct 

When researching their website from October 11, 2007 we found that they added further information 

regarding corporate responsibility and compliance at Siemens, including development of their Code of 

Conduct.  

Transparency 

Siemens believed the organizational restructuring would increase transparency and personal responsibility 

within their operations. In regard to investor relations, they expressed that by reporting extensive financial 

information they were able to ensure maximum transparency to their investors. In 2007, Siemens 

implemented a company-wide compliance program which they believed would make them a leader in 

transparency and compliance. With that, they wanted to restore trust in Siemens.  

Compliance 

Siemens stated a zero tolerance for non-compliant behavior and that they “conduct our business responsibly 

and in compliance with the laws and regulations of all the countries where we do business” (Siemens, 2007a). 

Furthermore, the website said: “In the wake of the accusations leveled at individual company employees at 

the end of 2006 (suspicion of breach of trust, bribery and tax evasion), Siemens initiated comprehensive 

measures to ensure full compliance at the company” (Siemens, 2007a). 

 

When researching their website from October 11, 2007 we found that there were quite a few compliance 

measures that were not on their 2005 website. They added further information regarding corporate 

responsibility and compliance at Siemens. They explain that there is an investigation for the past cases 

underway along with the implementation of new measures to improve the compliance system. They opened 
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a 24/7 worldwide help desk called “tell us” which is to be used by customers, employees, suppliers, and other 

Siemens business partners to report possible violations of their Business Conduct Guideline. Furthermore, 

they retained a law firm to conduct an independent investigation of possible compliance violations and their 

compliance and control systems. They hired an internationally recognized anti-corruption expert, who is the 

co-founder of Transparency International, as an external advisor to set up their compliance organization, 

develop communication and training measures, and help with adoption of anti-corruption rules and 

guidelines. Lastly, they established a Compliance Office assigned to their legal department and worked 

closely with their financial audit department.  

 

A press release from September 19, 2007 said that they have created a new Managing Board position for 

legal and compliance matters. Their new compliance officer, therefore, became a member of their Managing 

Board and General Counsel with overall responsibility for legal and compliance issues. In the same press 

release, they announced that they hired a new Finance Audit officer who previously worked for 

PricewaterhouseCoopers as “specialist in projects for international compliance and internal controlling 

systems and supported international companies in compliance-related matters before U.S. regulatory 

authorities” (Siemens, 2007b).  

 

In their 2007 annual report they added a Special Compliance section. In the annual report, they talk about 

anti-corruption and that they have created a summary of all internal regulations regarding corruption in an 

anti-corruption compliance guide which is distributed to all employees.  

In response to the allegations of corruption against certain employees of the Company 

that became known at the end of 2006 [...], Siemens has taken a number of important 

steps over the last twelve months to improve its compliance and internal control system. 

The Compliance Program was restructured to emphasize the key points Prevent, Detect 

and Respond (Siemens, 2007c, p.88). 

Risk management 

In their 2007 annual report they added compliance risk to their chapter of Risk Management, which they did 

not have in the 2005 report. The compliance risk part was split into Code of Conduct, Legal, and Regulatory. 

Summary 

Bribes and corrupt behavior used to be imbedded in the corporate culture, and the leadership of the 

company participated in the corrupt practices and refrained from taking action when inquiries into the 

company’s conduct were made. Therefore, it can be seen why the new CEO, Peter Löscher, responded by 
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making drastic changes and a ‘clean out’ of executives, in addition to changing up their corporate structure 

which could result in a better overview, simpler processes, and improved control. Their biggest respond was 

regarding their compliance department where they hired specialists, implemented a help-desk, increased 

employee training, created clear guidelines, and streamlined the procedures for internal controls. Moreover, 

adding Corporate Legal and Compliance to their Corporate Departments displayed their acknowledgment of 

the departments’ importance. These are all great measures and improvements from their previous one-man 

compliance officer in 2005.  

 

As can be seen in table 2, our search for corruption gave 51 results, compared to zero times in 2005. We 

found the word bribe 22 times, also compared to zero times before. When we searched for compliance, we 

found 201 entries, compared to 18. Transparency could be found 18 times compared to nine in 2005. 
Table 2: Mentions in Siemens’ annual report 2007 

 

Long-term response 

Corporate governance 

There is no changed focus in their corporate governance since 2007 when they updated their company 

structure. They still state that they believe in sound corporate governance, complying with all laws and 

regulations, and that transparency and open communication with all stakeholders is important. 

Code of Conduct 

On their website, they state that their Business Conduct Guidelines are principles regarding how they act 

within the company and in relation to other stakeholders. In the Business Conduct Guidelines they have 

included a statement regarding the requirement of complying with all applicable laws at all times. It is worth 

noting that when we tried to access their Business Conduct Guidelines on their website there is an error, so, 

we were not able to further investigate these. 
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Transparency 

We do not find much focus on transparency, neither on their website nor in the newest annual report. They 

have a statement on their website which says: “our sustainable business practices are based on integrity, 

fairness, transparency, and responsibility. This is our aspiration” (Siemens, 2019). 

Compliance 

On their current website, it is easy to find their statement about zero-tolerance towards corruption. Under 

the Sustainability page, they state:  

Siemens shows zero tolerance toward corruption, violations of the principles of fair 

competition and other breaches of the law – and where these do occur, we take swift 

action. [...] We provide various ways for internal and external parties to report any 

compliance violations” (Siemens, 2019).  

 

Their statements towards anti-corruption, clear guidelines, and a whistleblowing scheme are examples of 

how they continuously improve their methods of compliance and anti-corruption and maintain focus on the 

issue.  

Risk management 

In their 2018 annual report, they have added a new section under risk management which is called “Current 

and future investigations regarding allegations of corruption, of antitrust violations and of other violations of 

law” (Siemens, 2018, p.35). There they discuss that any of the corruption investigations might lead to, 

amongst other, penalties and fines, in addition to the risk of negative media coverage. Hence, they are aware 

of the risks that corrupt behavior might lead to and believe this can be mitigated with strong compliance 

program.  

Summary 

Siemens made drastic changes to their corporation in the year after the allegations were made. They have 

continued to focus on compliance and corporate responsibility, even though there has not been much change 

or implementation of new measures.  

 

As can be seen in table 3 the word corruption appears seven times their 2018 annual report, bribe three 

times, compliance 61 times, and transparency four times.  
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Table 3: Mentions in Siemens’ annual report 2018 

 

Conclusion of Siemens’ response 

Siemens has been praised by many independent ethics and anti-corruption experts, including OECD and U.S. 

federal authorities, for how they responded to the scandal (Dietz & Gillespie, 2012). Hence, it went from a 

poor initial response to an excellent example of how to respond to a corruption scandal. An overview of their 

response can be seen in figure 6. 

 
Figure 6: Overview of Siemens' response 

____________________________________________________________________ 
 
"We are now the most squeaky clean company”    

   
Siemens executive, June 2008, (Gow, 2008). 

____________________________________________________________________ 
 
As can be seen in table 4 with mentions of our search words, Siemens response was quite significant in 2007 

where their focus on all four words increased a lot from 2005. Since then their focus seems to have decreased.  

Table 4: Mentions in Siemens' annual reports 
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4.2 Daimler case 
The German automotive manufacturer behind the Mercedes-Benz brand, Daimler AG, was investigated by 

German and U.S. authorities from 2004 which led to corruption prosecutions in 2010. Over a ten-year period 

from 1998 to 2008, Daimler made hundreds of illicit payments worth tens of millions of dollars to foreign 

officials to acquire and maintain business worldwide. The prosecutors uncovered corrupt business practice 

in, among other countries, China, Russia, Turkey, Iraq, Nigeria, Belgium, Latvia, and Greece. Daimler had 

operated with a systematic international corruption scheme known to and involving a number of different 

departments, high-level executives, and business partners, revealing a decade of corruption as a tolerated 

business practice. 

Concepts 

SEC’s (2010) investigation revealed over 200 illegal and improper transactions to officials in over 22 countries 

all over the world. Daimler used primarily cash and cars to bribe officials and decision-makers in return for 

purchasing vehicles from Daimler in favor of other competitors. In one incident, Daimler gifted a €300.000 

armored Mercedes car to a Turkmenistan official while at the same time negotiating the sale of dozens of 

vehicles to the Turkmenistan government. In another, a similar car was gifted to a Liberian official as part of 

a deal to deliver trucks to an operation there. One incident from China recount a €57.000 transaction to the 

wife of a state-owned energy company official just days after the company agreed to purchase vehicles from 

Daimler. The transaction was recorded as a consultant agreement, though no services were performed. 

These are examples of grand and active corruption by bribery. The extent of incidents suggest Daimler 

actively used bribery as a business strategy to secure business as expressed by Robert Khuzami, Director of 

the SEC's Division of Enforcement: "It is no exaggeration to describe corruption and bribe-paying at Daimler 

as a standard business practice" (SEC, 2010).  

 

The illicit payment mechanisms employed by Daimler involved kickbacks, slush funds, shell companies, and 

over 200 internal third-party accounts. The bribes were recorded as commissions, special discounts, or useful 

payments and the third-party accounts were controlled by Daimler subsidiaries or outside third-parties, 

including government officials, proxies, or other agents used as intermediaries for illicit payments (SEC, 

2010). The payments were often done by overcharging for a purchase and transferring the excess back to 

officials or their proxies. Savage (2010) describes incidents in Russia where overpayments were paid back to 

bank accounts in Latvia controlled by Russian officials. The same happened in Iraq, where Daimler paid 10% 

kickbacks to Iraqi officials so it could sell them vehicles. The investigations also found incidents where sales 
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executives obtained as much as hundreds of thousands from company cash-desks, enabling them to obscure 

the purpose and recipients of the money paid as bribes to officials. These are all incidents of fraudulent 

accounting, wire fraud, and embezzlement conducted by Daimler in the ten-year period. 

Causes 

Daimler operated with a decentralized organizational structure and the corrupt conduct permeated several 

major business units and subsidiaries. The U.S. DoJ attributed Daimler’s corrupt practice to a “corporate 

culture that tolerated and/or encouraged bribery” (Simon, 2010) and highlights the involvement of high-level 

executives, the internal audit office, and several business partners. This points to the supply of bribes and 

incentives for managers as causes for the corruption. By engaging in corruption, Daimler inflated both its top- 

and bottom-line over the ten-year period, representing impressive company performance and successful 

managers. Furthermore, the SEC (2010) complaint describes how safeguarding corporate functions like the 

legal, internal audit, and accounting instead aided and played an important role in obscuring the corrupt 

practice. Despite several warnings, including a memo from the internal audit office to senior sales and finance 

managers in 2000 stating there was a high risk that the hundreds of third-party accounts did not comply with 

the company’s integrity code or German law, the senior managers took no action. After the OECD anti-

corruption convention came into effect, the internal audit office wrote a report urging that the company had 

fundamental gaps in security regarding the way the sales organization operated "which will necessarily lead 

to serious risks of fraudulent acts to the detriment of Daimler and to corresponding risks with respect to 

compliance with the Integrity Code" (SEC, 2010, p.15). Again, no action was taken, and thus we assert that 

the cost of corruption was borne by the company which is the third present incentive for managers. 

Control mechanisms 

Daimler before the scandal 

Corporate governance 

The Daimler investigation ended in 2008 and, therefore, we will look at the years leading up to that in this 

section. Their 2005 annual report addressed the fact that the SEC opened a formal investigation in August 

2004 into a possible violation of the anti-bribery, record keeping, and internal control provisions of the FCPA. 

According to Daimler, they voluntarily shared information from their own internal investigations to assist in 

the SEC’s investigation. Moreover, they stated that they had taken action to correct the issues identified in 

the investigation and prevent them from happening again. That would include improvement of their 
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corporate governance and internal controls. Thus, they were already aware of the investigation from 2004, 

addressed it in their report, and implied they would improve on the issues; which did not work since the 

corruption was ongoing for a few more years.  

 

Governmental control mechanisms were in place through the U.S. FCPA and OECD Anti-Bribery Convention. 

Daimler AG was listed on the NYSE from 1993 and thus subject to the FCPA and U.S. stock market regulations, 

and as a German company with headquarters in Stuttgart the company was also legally obliged to follow the 

OECD convention and German laws. Both of these were knowingly and with authorization from key 

executives violated by the company. Thus, we assert that Daimler lacked adequate internal control 

mechanisms. The chief of SEC’s FCPA unit stated that: 

The bribery was so pervasive in Daimler's decentralized corporate structure that it 

extended outside of the sales organization to internal audit, legal, and finance 

departments. These departments should have caught and stopped the illegal sales 

practices, but instead they permitted or were directly involved in the company's bribery 

practices (SEC, 2010). 

 

The extent to which corrupt conduct was imbedded throughout the organization and was sanctioned by 

management display a total lack of central oversight and respect for legislations. The whistleblower who filed 

the complaint that started the investigations said he learned in a corporate audit executive committee 

meeting in 2001 that the company “continued to maintain secret bank accounts to bribe foreign government 

officials”, ignoring legislations they knew they were violating (Pelofsky & Margolies, 2010). The negligence 

continued as late as 2008 when Daimler already knew they were under investigation.  

Code of Conduct 

Daimler had a code of conduct which they called Integrity Code and was created in 1999 and last updated in 

2003. There they stated their commitment to high ethical standards and that they forbid any engagement in 

bribery or any other form of corruption. They devoted resources to find and detect any weakness within their 

internal controls. Moreover, they were committed to fully comply with international trade laws when dealing 

with foreign governments and customers. This included anti-bribery laws which prohibit providing in any way 

anything of value to gain advantage or obtain business. 

Transparency 

They stated that they operate reliably, with responsibility, and in a transparent way both inside and outside 

the company. They acknowledged that their stakeholders expected them to act with a long-term orientation 
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and be open and transparent, and they stated that they informed stakeholders regularly of their situation 

and if there are any significant changes within the business.  

Compliance 

In 2006 Daimler implemented a few changes within their organization as anti-corruption measures. They 

established a Corporate Compliance Operations department which was supposed to create a uniform 

compliance organization in the group, examine the group business practices, and ensure that guidelines are 

up to date and new ones implemented if needed. They deployed compliance managers to their subsidiaries 

and certain regions. In addition, they created an anti-bribery handbook, implemented a whistleblower 

system, and designed a training program for employees with a focus on corporate compliance.  

Risk management 

Daimler had a risk-management system in place which was created as part of the planning, controlling, and 

reporting process. Its goal was to enable the company’s management to recognize significant risks at an early 

stage and to initiate appropriate countermeasures in a timely manner. However, at that time there was no 

mention of corruption in their risk management.  

Summary 

They stated that they comply to all laws and prohibit any type of corruption. In addition, they believed they 

had devoted the resources necessary to identify and correct any weakness in their internal controls. 

However, now after the corruption has been exposed, it can be seen that this was not the case and that this 

was a misleading statement only to create a good impression. They implemented new anti-corruption 

measures during 2006 like a compliance department, anti-bribery handbook, whistleblowing scheme, and 

designed an employee training program. Still, the corruption continued which shows how imbedded it was 

in the company’s culture.  

 

As can be seen in table 5, the words corruption and bribe appear twice each. Compliance appears 83 times 

and transparency is mentioned eight times. This demonstrates that they did indeed put focus on compliance 

in 2006 and implemented changes in that area.  
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Table 5: Mentions in Daimler's annual report 2007 

 

Short-term response 

Corporate governance 

In the 2010 annual report, Daimler explained how they designed a new position on the Board of Management 

with responsibility for Integrity and Legal Affairs. The position’s objective was to develop a healthy corporate 

culture and structure. Moreover, in the annual report they stated that they were dedicated to the principles 

of good corporate governance: “All of our activities are based on the principles of responsible, transparent 

and sustainable management and supervision” (Daimler, 2010, p.148).  

 

As a response to the corruption scandal, Daimler fired around 45 employees and disciplined 300 more. 

According to the U.S. prosecutor John Darden, Daimler “[...] showed excellent cooperation. The company has 

undertaken an effort to clean its own house. That reflects a serious change of mind on part of Daimler. This 

deserves credit" (O'Grady, 2010). 

Code of Conduct 

Their Integrity code was updated in 2012. The code was based on shared values which they developed with 

their employees. It was created to define guidelines for actions at the workplace, such as transparency, 

compliance with law and rights, and responsibility. In addition to these guidelines, the Integrity Code included 

clear requirements and regulations for certain topics which included how to deal with conflicts of interest 

and anti-corruption measures. Moreover, it included a guide on how to apply the code when making a 

decision and frequently asked questions. The code was available in 23 languages.  

Transparency 

Their transparency focus increased a bit as a response to the scandal. One way that they were increasing 

transparency was by communicating incidents from their whistleblowing system to their top management 

quarterly. They expressed that reporting of misconduct and violations through their whistleblower scheme 

increased significantly in 2010 as a result of process improvements. Daimler expressed the same quote in 

2010 as they did before the scandal regarding transparency in communication with stakeholders.  
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Compliance 

In 2010, they started evaluating each country they operate in with a corruption awareness index developed 

by Transparency International. They increased the amount of specially qualified local compliance managers 

from 44 to 90. These compliance managers assisted the local managers with anti-corruption regulations and 

reported to managers within their business units and to the group HQ. In 2010, more than 111.000 employees 

participated in a web-based training program in Daimlers’ Integrity Code which included corruption 

prevention. In addition, top managers did a specific course on anti-corruption training. Daimler sent out a 

survey to employees regarding their Integrity Code and anti-corruption guidelines to get an understanding 

of the employees’ knowledge and attitude toward them. The result helped improve the quality of the 

guidelines and related processes.  

Risk management 

In Daimler’s risk management section of their 2010 annual report, they did not include corruption or bribery 

as a risk. However, under a section for compliance, they said that it was part of the task description of the 

Corporate Compliance Operations Department to define the annual anti-corruption program. A part of that 

was conducting a systematic risk analysis where the Group’s operations were evaluated in terms of their risk 

of corruption.  

Summary 

Even though it took a long time to clean up the corruption and redefine the company’s culture, Daimler's 

response to the investigation was cooperation along with efforts to improve and clean their business. In 

addition to further improve their compliance and training systems, along with implementing a new position 

on the Board of Management, which shows how they have increased focus on the topic. This is in accordance 

with what we have said previously in this section. Daimler put increased focus on compliance and employee 

training. The new measures began in 2006 and took a long time to be properly implemented. Hence, it 

confirms how imbedded in the company’s culture the corruption was, due to the long period and involvement 

of key executives and different departments.  

 

Table 6 shows the result of our word search for Daimler’s short-term response. When searching for the word 

corruption we found that it appears 18 times, bribe appears five times, compliance 88 times and 

Transparency 15 times; all increasing from 2007. The ongoing focus on compliance and increased focus on 

corruption and bribery confirm the previous statement about learning from their mistakes, continuous 

improvement, and efforts to change the company culture.  
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Table 6: Mentions in Daimler's annual report 2010 

 

 

 

 

 

Long-term response 

Corporate governance 

In 2018, Daimler restructured the organization which was done to “continue keeping pace with the highly 

dynamic development of our business environment, we want to create an organization and structure that 

will strengthen our focus on markets and customers, boost our entrepreneurial activities, and generate and 

safeguard synergies” (Daimler, 2018c p.71).  

Code of Conduct 

They have not updated their Integrity Code since 2012.  

Transparency 

They state that the new structure will assist with increasing transparency of the group. Daimler added special 

focus on the importance of transparency regarding donations and sponsorships. They state that donations 

are voluntary and that they do not demand anything in return. Moreover, Daimler believes that their new 

organizational structure should increase transparency in the whole group.  

 

Their Integrity Code is supposed to deliver clear and transparent rules concerning misconduct and correct 

behavior for their employees. A quote from an employee in the integrity Code says that “Openness, 

transparency and honesty are the basis of all collaboration” (Daimler, 2012, p.10). 

Compliance 

On their current website, it is easy to access their statements regarding integrity and compliance along with 

links to their compliance program and whistleblowing system. There, they provide employees and managers 

with the right tools to make educated decisions in difficult situations. They have continued to train employees 

at all levels in compliance. In 2017, around 96.300 attended the training program where “one area of focus, 

for example, is to show employees how to avoid damage to assets and the company's image that could arise 
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from corruption, fraud, embezzlement, antitrust violations or money laundering offenses” (Daimler, 2018a). 

Moreover, they state that “preventing and fighting corruption is a top priority for the company” and “we 

define measures along with our business units to minimize risks. [...] One focal area of our activities is on 

sales companies in high-risk countries. Our goal is to promote compliance while preventing misconduct, 

particularly corruption” (Daimler, 2018a).  

 

Their 2018 annual report includes a non-financial report which deals with, among other things, their fight 

against corruption and bribery. In that report there is a section called compliance where they state: 

Our compliance activities focus on complying with all applicable anti-corruption 

regulations, the maintenance and promotion of fair competition, adherence to legal and 

regulatory stipulations regarding product development, respect for and the protection of 

human rights, adherence to data protection laws, compliance with sanctions lists and the 

prevention of money laundering (Daimler, 2018b, p.222). 

 

They describe their new compliance management system which is focused on compliance values, targets, 

organization, risks, program, communication and training, and monitoring and improvement.  

Risk management 

In their 2018 annual report, they have not added corruption as a specific risk section. However, they added 

a section called Non-financial risk where they discuss that a company with worldwide operations needs to 

focus on public interest. A part of that is fighting corruption and bribery.  

Summary 

Daimler has continuously improved their anti-corruption measures with new organizational structure, 

keeping focus on strong compliances, and employee training, along with creating easy access to the 

whistleblowing scheme and guidelines for employees on how to react in complex situations. 

  

In this 2018 annual report, corruption appears 23 times, bribe four times, compliance 232 times, 

Transparency 15 times. This confirms that they are still improving their compliance system and working 

towards anti-corruption and good business ethics. An overview of the mentions can be seen in table 7.  
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Table 7: Mentions in Daimler's annual report 2018 

 

Conclusion of Daimler’s response 

In figure 7 is an overview over Daimlers’ response. They cleaned out and restructured their organization, 

increased focus on anti-corruption in their Integrity code, and implemented new compliance programs.  

 
Figure 7: Overview of Daimler's response 

__________________________________________________________________ 
 
“Compliance has high priority at Daimler. We have learnt a lot from past experience. 
Today, we are a better and stronger company, and we will continue to do everything 
we can to maintain the highest compliance standards”    

   
Dieter Zetsche, Chairman, April 2010 (O'Grady, 2010). 

__________________________________________________________________ 
Table 8 compares the mentions in their annual reports throughout the years and confirms what has been 

said in this analysis. That is, Daimler increased focus on anti-corruption throughout the corporation in 

addition to heavy compliance methods.  

Table 8: Mentions in Daimler's annual reports 
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4.3 Telia case 

From 2007 to 2010, the Swedish telecommunications giant Telia Company AB (formerly TeliaSonera and 

hereby referred to as ‘Telia’) paid a series of bribes to an Uzbekistan official in order to enter the Uzbek 

telecoms market. Telia sought to expand into Eurasian and identified Uzbekistan as a lucrative market. The 

Uzbek telecom market was heavily regulated by the government at the time, and after acquiring a local 

business partner Telia was allowed to operate in the country. Telia was investigated by Swedish, Dutch, and 

U.S. authorities following allegations of corruption in a Swedish TV-documentary. As a consequence of the 

probes and an external review, Telia and its Uzbek subsidiary Coscom admitted to paying around $330 million 

in bribes to the Uzbekistan official over the 3-year period. The bribes were funneled through several U.S. 

banks to Takilant Ltd., a Gibraltar shell company directly associated with the Uzbek official (Lillis, 2012), for 

assisting Telia in its Uzbek operations.  

Concepts 

Throughout 2007, a senior-manager in Telia understood that they needed to negotiate with the Uzbek official 

in order to enter the Uzbek market and acquire the necessary licenses to operate. With the help of an U.S. 

based consultant, the Telia manager and Uzbek official entered into an agreement for Telia to purchase the 

local operator Coscom. Coscom did not have the necessary licenses at the time, so Telia paid Takilant $80 

million to acquire the licenses and necessary assets which it then sold to Coscom. This was in violation of 

Uzbek regulations prohibiting trading of telecom assets between private parties which should have raised 

red flags at Telia (SEC, 2017). Throughout the course of the relationship, Telia paid a total of $331 million to 

Takilant for phony consulting services in acquiring further telecom assets and expand its Uzbek operation, 

including a $220 million payment in 2010. 

 

This is a case of grand corruption by bribery and wire fraud. As the recipient of the bribes was a government 

official with significant influence, the corruption is to be classified as grand. The methods utilized were bribe 

payments routed through several banks in the U.S. to the shell company in the tax-haven of Gibraltar which 

add wire fraud to the transgressions. Where the corruption concepts in this case differ from the previous is 

that the state of the corrupt conduct may be considered passive. Evidence show that the official solicited 

bribes not only from Telia but also from several other Scandinavian and Russian telecom operators looking 

to enter the Uzbek market (Lillis, 2015). The official was accused of soliciting a total of $1 billion in bribes 

(Lillis, 2015)) which suggests that Telia did not take initiative in the corruption. However, they did knowingly 

participate in the conspiracy. 



   57 

Causes 

We assert that this case of corruption was driven by the demand for bribes. The government official had 

significant stature and influence in the Uzbek government which enable demand for bribes in return for 

certain actions. This condition is satisfied in this case and evidence suggest Telia’s case is not an isolated 

incident (Sadykov & Lillis, 2014; Lillis, 2015). Supportive of our assertion is Transparency International’s 

(2016) report on corruption in Europe and Asia which found that 18% of Uzbek citizens have paid bribes to 

officials and the World Bank (2010) who ranked Uzbekistan in the lowest percentile for control of corruption 

in the relevant period. Incentives for the demand of bribes are to enrich oneself and that the cost is borne 

by the government and economy rather than the corrupt official alone (Cuervo-Cazurra, 2016). One 

argument can be made that due to Uzbek regulations, entering the market would not be possible without 

conspiring with the official. This is supported by the SEC (2017, p.4) investigation finding that: 

Then-senior Telia managers understood that they needed to negotiate with Government 

Official A in order to acquire and operate COSCOM within the Uzbek telecommunications 

market. Then-senior Telia managers also understood that corrupt payments to 

Government Official A were required in order to enter and operate in the Uzbek market. 

 

We draw from this that the Telia managers deemed it necessary to pay bribes and conspire in corruption 

with the Uzbek official. 

Control mechanisms 

Telia before the scandal 

Corporate governance 

Since Telia’s corruption came public in 2012 we will be looking at the years prior to that in this section. In 

2011 their website stated that all stakeholders could trust that Telia’s activities are reliable, transparent, and 

controlled and conducted with high ethical standards. In their 2011 annual report, they explained the board’s 

responsibilities which were, among others, making decisions on the internal control system and risk 

management model for the group.  

 

Uzbekistan ranks in the lowest percentile for regulatory quality, rule of law, and control of corruption (World 

Bank, 2010). Based on that, we assert that the Uzbek government had insufficient control mechanisms in 

place to limit the demand for bribes and the corrupt official was able to leverage her influence and power to 
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solicit bribes. The official did, however, face investigation of corruption in Uzbekistan in the wake of the 

scandal (Lillis, 2014). On the supply side, we assert that the company’s controls failed to detect and deprive 

the corruption and conduct thorough due diligence of the Uzbek business partners. Although there were only 

a few conspirators, the corrupt transactions were approved by Telia’s CEO and board at the time. 

Furthermore, Telia was subject to European and OECD laws and regulations including the Convention on 

Combating Bribery, which was violated. The reason Telia was prosecuted in the U.S. in addition to European 

courts is due to the fact that Telia earlier issued shared in the U.S. and made use of the U.S. banking system 

in the corrupt transactions, effectively situating itself under the U.S. DoJ and SEC’s jurisdiction.  

Code of Conduct 

On Telia’s website from 2011, we found their code of ethics and conduct where they stated that they had a 

long history of fair business practices. They explain that employees who witness some misconduct of the 

Code should report it to their direct superior, local executive management, or the Group General Counsel. If 

the employee did not feel comfortable raising concerns through these channels, they could use a web-based 

whistleblowing function. 

 

We strictly apply TeliaSonera’s Code of Ethics and Conduct in all our operations. Although 

we recognize that the challenges we face in some areas are tougher than in others, this 

cannot justify any lowering of standards. For example, we have a zero tolerance against 

corruption. We must instead fully understand local conditions and find new ways to 

resolve complex issues (Telia, 2011a, p.4). 

 

This was the message from their CEO at the time, Lars Nyberg, in their 2011 Corporate Responsibility (CR) 

Report. In the same report, they stated, that Telia expects their suppliers and contractors to support 

international standards on anti-corruption. When discussing ethical business practices, they said: “in our 

operations worldwide, we do not pay or receive bribes or other illegal payments to obtain or retain business” 

(Telia, 2011a, p.12). 

Transparency 

Telia stated that the purpose of the 2011 CR Report was to answer increased requests from stakeholders for 

information and transparency for their sustainability work. In their 2011 annual report, they said: 

“TeliaSonera promotes an open, honest and transparent flow of information, especially regarding the 

performance of internal controls” (Telia, 2011b, p.31). 
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Compliance 

Telia believed that they complied with all laws and regulations where they operated and in their 2011 CR 

report, they explained that “in 2011 TeliaSonera was not subject to significant fines or sanctions related non-

compliance with laws and regulations” (Telia, 2011a, p.9). 

 

In 2011, Telia’s board of directors established a whistleblowing scheme so that employees could 

anonymously report any misconduct or violations that they witnessed regarding their finance and 

accounting, internal controls, compliance, or breaking of the code of ethics and conduct. They said that during 

2011 they received four complaints through their whistleblower scheme. All cases were investigated and 

acted upon. Their objective for 2012 was to further develop the process for whistleblowing along with 

employee training.  

Risk management 

In 2011, they acknowledged their operation in emerging markets as a risk and stated that there are political, 

economic, legal, and regulatory risks in these countries which create unpredictability. When entering a new 

market or acquiring a business they perform due diligence; “During the due diligence process, a risk 

evaluation is performed to secure that the business to be acquired or market to be entered into will in due 

time be managed in accordance with TeliaSonera's corporate responsibility standards” (Telia, 2011b, p.90). 

Regarding how they mitigate this risk they said: “TeliaSonera has an established risk management framework 

in place to regularly identify, analyze, assess, and report business, financial and corporate responsibility 

related risks and uncertainties, and to mitigate such risks when appropriate” (Telia, 2011b, p.89). 

Summary 

In 2011, Telia stated that they were not participating in any type of corruption or receiving advantage through 

bribes and that all stakeholders should trust that they were doing business with the highest of ethical 

standards. During that time, they had a code of ethics and conduct that should be acted upon in all of their 

businesses, no matter where they were operating. They also started a whistleblowing scheme which should 

be used if employees witnessed any violations of the Code or laws. Moreover, they acknowledged corruption 

as one type of risk. As can be seen in table 9, the word corruption is never mentioned in their 2011 annual 

report and neither is the word bribe. Both compliance and transparency appear twice.  
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Table 9: Mentions in Telia's annual report 2011 

 

Short-term response 

Corporate governance 

In January 2013, Telia issued a press release stating that they fully cooperated with the investigation of the 

bribery accusations. That was done by providing information on who was involved, how the negotiations 

were executed, and what agreements were made. Later in the same statement, they denied all allegations 

and said they believed that the investigation would find that no bribes had been paid. They affirmed that 

they had zero tolerance towards corruption and that the investigation would show what truly happened. 

Hence, their first response was to deny all allegations.  

 
In another press release from Telia’s board and management team issued on February 1, 2013, they stated 

that they wanted to increase their efforts towards better processes and principles to respect human rights 

and protect the company from corruption. Continuing, they said that they hired Transparency International 

Sweden as an advisor on anti-corruption measures. In addition, they improved their processes and risk 

management. Concluding the statement, they encouraged owners and organizations to contact them and 

suggest how they could improve even further. A second press release was sent out on the same day where 

the CEO at the time, Lars Nyberg, announced that he would resign. His reason was that there were significant 

changes in the board structure and the new board was not ready to express their support towards him.  

 

In their 2013 annual report, they discussed that on November 29th they let four senior employees go as a 

response to the investigation of transactions made in Eurasia. In the report they went over which actions 

were taken over the years in response to the corruption; all of those have been mentioned in this section. 

Moreover, they stated that the Sustainability and Ethics committee held quarterly meetings. In 2013, these 

meetings covered, amongst other issues, “approval of the sustainability priority action plan and regular 

follow-up, with special attention on the anti-corruption program status and actions, including e.g. corruption 

risk-assessment by country, instructions, and training, whistleblower tools, etc.” (Telia, 2013b, p.38).  
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Code of Conduct 

By 2013 they updated their code of conduct along with issuing their first Sustainability report. The first one 

was issued in 2012 and it included a chapter about anti-corruption work. There they discussed that they 

received criticism in 2012, both in the Swedish media and elsewhere, regarding their involvement in 

corruption. Continuing, they stated that in response to this criticism they prioritized a sustainable action plan 

with a focus on, among other issues, anti-corruption work. 

Transparency 

After the scandal occurred, one of the first actions of the board was to start an investigation of the transaction 

made in Eurasia:  

The aim was to gain an understanding of the facts and risks, and, where appropriate, take 

the necessary measures to establish suitable conditions in order to act appropriately and 

ethically today and in the future. The review will be concluded during the first quarter of 

2014 and to fulfil the goal of transparency, a summary of the findings and conclusions will 

be presented at the Annual General Meeting (Telia, 2013b, p.33). 

Compliance 

In their Sustainability report for 2013, they stated that they finalized a new anti-corruption policy with help 

from Transparency International and adopted a new e-learning tool, which was to be used by all Telia 

employees to learn about the company’s code of ethics and conduct. Moreover, it said: 

We realize that we need to do more work to fight corruption and bribery in all the markets 

where we operate. In fall 2013 we initiated an anti-corruption program as part of our 

Ethics and Compliance framework. As part of the program country-specific risk 

assessments were launched, and during 2014 we aim to replace our current internal 

whistle-blowing mechanism with an externally administered and accessible “speak-up 

channel” which will also enable external parties such as suppliers to file reports (Telia, 

2013a, p.5). 

 

In September 2013, Telia established a new Ethics and Compliance Office for the group. The objective was to 

create a team present in all countries with operations. The new team’s objective was to manage ethical and 

legal requirements, risks, and opportunities. Moreover, they handled employee training, communication, 

internal reporting, disciplinary actions, and continuous improvement of their compliance initiatives.  
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Risk management 

In the risk management chapter of their 2013 annual report, they added a new section for risks related to 

ethics and sustainability in which they included risk related to corruption and unethical business practices. 

There they said that some markets they operate in are ranked with a high level of corruption according to 

Transparency International’s Corruption Perception Index. Regarding how to mitigate this risk, there is no 

new update from their previous annual report. Hence, it is the same quote as stated before in the risk 

management section before the scandal.  

Summary 

Right after the scandal, their first response was to deny all allegation and believed that the investigation 

would conclude that no corrupt activities occurred. They quickly took that back and responded in a few 

different ways early in 2013. These responses include changing up their board, hiring Transparency 

International Sweden as consultants on anti-corruption measures, replace the CEO, and let four senior 

employees go. Moreover, they updated their code of conduct, issued a Sustainability report with a special 

chapter for anti-corruption and finalized a new anti-corruption policy. That was not all. In addition, they 

implemented a new Ethics and Compliance Office and created a new e-learning tool. 

 

In the 2013 annual report, the word corruption appears 24 times and bribe four times, both improvements 

from zero times in 2011. Compliance is mentioned 61 times and transparency nine times, both increasing 

from twice. The results of the search are illustrated in table 10. 

Table 10: Mentions in Telia's annual report 2013 

 

Long-term response 

Corporate governance 

In 2015, Telia announced that they wanted to exit the Eurasian market. They were aware that this was a 

difficult task and would take time. By March 5, 2018 they had exited four out of seven countries in the region, 

and they announced that they wanted to finish the exit project by the end of the year (Swahnberg & 

Soderpalm, 2018). This goal was reached when announced on the December 19th that they had exited all 

Eurasian countries.  
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Code of Conduct 

In September 2018, Telia created a new Code of Responsible Conduct. The new code is split into 17 sections 

and is visual and clear. The code explains what Telia expects from their employees and leaders, as well as 

how they should speak up and take action if they witness violations of the code, along with consequences of 

non-compliant behavior. The code includes clear rules for the employees regarding what they can and cannot 

do in a specific situation. The headline is ‘don’t do this at work’ and includes for example: don’t accept shiny 

gifts, don’t do bribes, and don’t meet public officials alone.  

Transparency 

Transparency appears various times in the new Code of Responsible Conduct. For example, they discuss 

transparency in Don’t do bribes and say that one of the three things to keep in mind is “Always keep accurate 

and transparent financial records” (Telia, 2018a, p.10). Moreover, in the updated code of conduct, they state 

that operating with transparency and integrity ensures that their actions are done with the best interest of 

their stakeholders in mind.  

Compliance 

Shortly after launching the new Code they created a new e-learning program which is compulsory for all 

employees. The learning program is created to cover the Code’s purpose, what the company expects from 

its employees, and the speak-up culture. Continuing on their website is a new site for anti-bribery and 

corruption, where they explain that they are exposed to a high risk of corruption because of the complex 

markets they operate in. They add that there is no acceptance of bribery or corruption of any kind and they 

are committed to fighting all forms of corruption. They aim to have the best in class anti-bribery and 

corruption program. That includes all employees learning and understanding the company’s reporting 

channels and code of responsible conduct through training.  

Risk management 

There have not been many updates regarding their Risk management and corruption. They had already 

acknowledged corruption as one of their risks in 2013 and had a framework in place to mitigate the risk, 

which was established in 2011. However, they discussed the risk mitigation in further details in their 2018 

annual report. They said that they are mitigating risk with their anti-bribery and corruption program, training 

and communication program, continuous improvement of their controls, and an exit plan for the Eurasia 

market.  
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Summary 

Telia leaving the Eurasian market altogether is a significant response which confirms their focus on being a 

corruption-free company. It seems that Telia made great effort to improve their code of conduct and ethics 

by making it clear, simple to read, and easy to access, along with an increased focus on training, compliance, 

and risk management. They have set a high goal of having a best in class anti-bribery and corruption program 

and are continuously improving on the matter.  

 

As can be seen in table 11, the word corruption appears 51 times in their 2018 annual report, bribe is 

mentioned 22 times, compliance 80 times, Transparency two times. These have all increased from their 2013 

report, which can be interpreted as their response is an ongoing focus on corruption. 

Table 11: Mentions in Telia's annual report 2018 

 

Conclusion of Telia’s response 

Even though their first initial response was to deny all allegations, they quickly changed their response and 

have implemented quite a lot of change. The overview of the response can be seen in figure 8.  

 
Figure 8: Overview of Telia's response 

____________________________________________________________________ 
 
“Telia Company has made incredible progress since 2013 in developing its ethics and 
compliance program, most notably its anti-corruption program. Telia Company 
appears to be very engaged in implementing a best practice ethics and compliance 
program.”    

   
Ethisphere Institute, June 2017 (Telia, 2018b). 

____________________________________________________________________ 
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Table 12 shows that there was a high increase in mentions of all the words except Transparency. 

Transparency is, however, discussed in the Code of Responsible Conduct. This is in line with what has been 

discussed in this analysis, Telia implemented quite a lot of anti-corruption and bribery methods and 

developed their Compliance department and has been continuously improving it since.  

Table 12: Mentions in Telia's annual reports 

 

4.4 GlaxoSmithKline (‘GSK’) case 

In 2012, the U.K. pharmaceuticals company GSK was fined $3 billion by the U.S. DoJ and SEC for fraud related 

to the marketing of three of the company’s drugs (DoJ, 2012). In 2013, GSK was exposed for bribing Chinese 

officials and doctors to favor GSK’s drugs over competitors’ and fraudulently recording the transactions as 

legitimate expenses in their accounting books (Lynch, 2016). This brought forward whistleblowers exposing 

similar corrupt conduct in Romania, Poland, and the Middle East. These represent two separate cases of 

corruption; one of gross bribery in China and one of massive fraud in the U.S. 

Concepts 
The corrupt practice in China was a systematic program of bribery and fraud where GSK funneled bribes 

through a network of over 700 travel and entertainment agencies to doctors, hospitals, and government 

officials to boost their sales in the region (Thompson, 2013). By forging receipts and recording the 

transactions as travel and entertainment expenses that never took place, GSK gave cash, gifts, travels, and 

excursions to doctors and hospitals in return for purchasing and prescribing their drugs in favor of 

competitors. GSK practiced similar conduct in Romania where a whistleblower reports in an email to the top 

management team: 

[...] doctors were notionally paid for speaking engagements, but in three out of six cases, 

including the most highly paid one, they did not give any speech. The other three medics 

gave only one speech each, despite receiving multiple payments (Hirschler, 2015). 

 

The corruption concepts, in this case, are active corruption by bribery and accounting fraud, both grand 

corruption of officials and petty when doctors were bribed directly. In the case from the U.S., the DoJ charged 

GSK for unlawful promotion, failure to report safety data, and false price reporting practice for three of its 
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most popular prescription drugs. These are three incidents of massive fraud where GSK paid doctors and 

speakers millions of dollars to promote off-label and unapproved use of two of their drugs, and the third 

where GSK withheld safety data on a diabetes drug in their report to the U.S. Food and Drug Administration 

(FDA) who regulate and approves drugs. 

Causes 
The corruption in both the China and U.S. cases were driven by supply. In the former case, GSK sought to 

boost their sales in the region and conspired to bribery to beat the competition. The SEC (2016) stated that 

the corrupt practice was pervasive among “sales and marketing representatives and were condoned by 

regional and district managers” (p.3). GSK’s sales organization was organized in a way so that the sales 

representatives would earn huge commissions on high-volume transactions which generated an incentive to 

bribe. The incentive for managers was to achieve company objectives through increased sales. Furthermore, 

the financial cost was ultimately born by the customer. The Chinese police’s investigation revealed that GSK 

sold their drugs in China at a significantly higher price than in other markets, asserting that the premium was 

used to bribe the doctors prescribing the drugs and hospital purchasing managers (Sudworth, 2014). The 

fraud case from the U.S. was driven by the same incentive to achieve company objectives in terms of gaining 

a larger market share by accessing market segments the drugs were not approved for. 

Control mechanisms 

GSK before the scandal 

Corporate governance 

In this section we will be looking at material prior to 2012. At that time GSK expressed how maintaining good 

corporate governance was a key priority for the Group and they had clear guidelines and regulations for 

corporate governance decision-making. One of the board’s tasks was to monitor the risks the Group was 

facing through reports they received from different committees. The board monitored internal control which 

included financial, operational, and compliance, along with risk management policies and processes. GSK 

stressed the importance of fair and open competition and that corruption prevents that along with being bad 

for economies, businesses, and people. 

 

GSK issued a CR report in 2011 where they made a clear statement that they do not tolerate bribery and 

corruption. They had a team who monthly reviewed the company’s performance and every two weeks their 
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experts on anti-bribery and corruption answered employees’ questions and gave advice on the issues raised. 

They started conducting a screening process of third parties to reduce bribery and corruption risk from them. 

 

GSK violated several Chinese laws and the recordkeeping provision of the FCPA. Furthermore, the SEC (2016, 

p.2) asserted that “GSK failed to devise and maintain a sufficient system of internal accounting controls and 

lacked an effective anti-corruption compliance program.” One example of inadequate internal controls is that 

GSK had limits on the amount payable to speakers at events, however, they had no effective system to ensure 

the identity and qualifications of a speaker. Reviews found that at least $2.2 million was paid to persons 

whose medical qualifications could not be verified. Furthermore, internal audits and compliance reviews 

identified control deficiencies and illicit payment mechanisms including falsified receipts, fake bank 

statements, and fake invoices from hotels and restaurants for meetings that never took place.  

 

In the U.S., GSK repeatedly ignored warnings and knowingly presented fraudulent information regarding 

three drugs which are in violation of the U.S. False Claims Act. GSK also bribed doctors to prescribe their 

drugs to patients the drugs were not approved for and to promote the drugs at conferences (DoJ, 2012). GSK 

was also found guilty of inflating drug prices and overcharging federal healthcare programs. The practice in 

the U.S. violated several laws and internal control mechanisms failed to prevent the fraudulent activity.  

Code of Conduct 

Their code of conduct at the time was used to set standards for all employees. It was available in 22 languages 

so that employees were able to read, understand, and act in accordance with the Code. It was created to 

help employees make decisions regarding ethical issues and included an ethical compass along with case 

examples of how to behave in certain situations. The code emphasized the company’s values: transparency, 

respect for people, integrity, and patient focus. 

Transparency 

As already mentioned, one of the company’s values was commitment to transparency and the company 

stated that they focused on improving transparency in their operations. In their 2011 CR report (p.7), they 

said: “we recognize that we need to be open about what we do, how we do it and the challenges we face.” 

One example of transparency is that they implemented disclosures regarding payments to healthcare 

professionals for their work as advisors and speakers. That is a connection to how they aimed to use 

transparency as an anti-corruption measure.  
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Compliance 

GSK considered their operations to be based on strong compliance processes and expected the same from 

third-parties. In their 2011 annual report, they stated that the board would focus on improving their 

governance and compliance procedures to minimize risks. In 2011 they launched “‘One Compliance’, an 

initiative to improve consistency in policy, implementation, and monitoring across all our business units and 

the different countries in which we operate” (GSK, 2011, p.54). They had an anti-bribery and corruption 

program which they updated when the new UK Bribery Act was introduced in 2010.  

 

It was obligatory for all managers to ensure compliance with the company’s policies in their area of 

responsibility. GSK had a Corporate Ethics and Compliance department which objective was to monitor, track, 

and act upon any unethical behavior. They monitored any allegations made by employees or other 

stakeholders. There were a few ways for employees to report any misconduct that they witnessed. For 

example, they could talk to their supervisor, compliance officer, or their confidential reporting line. GSK said 

(2011, p.59):  

In 2011 there were over 2,700 contacts made through our ethics and compliance channels. 

These included enquiries and requests for information or guidance as well as allegations 

of misconduct [...] 1,828 employees were disciplined for policy violations. Of these, 308 

were dismissed or agreed to leave the company voluntarily. 

 

They had training and awareness programs to support employees in obtaining awareness of the company’s 

ethical conduct and understand how to practice their policies in the correct manner. A part of this program 

was training in anti-bribery and corruption where they taught employees scenarios which could happen in 

their work and prepare them on how to react. At that time, they already had a Corporate Ethics and 

Compliance intranet community which included all the relevant information regarding their code of ethics 

and contact details for compliance officers and reporting line.  

Risk management 

In 2011 they hired Ernst and Young to work with a new Risk Management unit to implement risk-based 

auditing and monitoring. They included non-financial and reputational risks in their core risk management 

process and considered bribery and corruption one of the most significant risks facing their organization.  

We introduced anti-bribery and corruption audits in 2011, with their frequency and timing 

determined by regular risk assessments. [...] The audits focus on areas that pose a high 

risk from a bribery and corruption perspective, including travel and entertainment 
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expenses, petty cash, and the use of consultants. The Group’s extensive and increasing 

international operations may give rise to possible claims of bribery and corruption (GSK, 

2011, p.54). 

Summary 

It can be seen that in 2011 they had anti-bribery and corruption measures which included clear guidelines 

for employees, compliance office, ethics training, and a whistleblower scheme. They believed in transparency 

in their operations and recognized anti-bribery and corruption as operational risks. GSK believed they had 

measures in place to prevent, detect, and react to any misbehavior. However, as the SEC said, they had the 

measures in place but lacked the internal controls to follow them through. Meaning, even though they had 

anti-corruption measures on paper, they failed to control wrongdoing in practice. As can be seen in table 13, 

GSK mentioned corruption 13 times, bribe 17 times, Compliance 85 times and Transparency 15 times in their 

2011 annual report.  

Table 13: Mentions in GSK's annual report 2011 

 

Short-term response 

Corporate governance 

In their 2013 CR report and annual report, GSK addressed the scandal and that they were fully cooperating 

with the Chinese government in their investigation, and they emphasized that they have zero tolerance 

towards corrupt behavior. GSK guaranteed that they will implement all actions needed to detect and prevent 

future corrupt behavior and that they have learned from scandal. One of the actions they took was to hire 

the law firm Ropes and Gray to conduct an independent review of the Chinese operations. In 2014, after GSK 

was fined for corruption, they issued a public apology to the Chinese people and promised to become “a 

model for reform in China’s healthcare industry” (Ward, 2014a). Their CEO, Sir Andrew Witty, said: “we have 

and will continue to learn from this. GSK has been in China for close to a hundred years and we remain fully 

committed to the country and its people” (Ward, 2014b).  

 

In July 2013, GSK replaced their Head of Chinese Operations and relocated the manager to London where he 

assisted in the investigation. In August 2013, they issued a press release regarding the China investigation 



   70 

expressing how disappointed they were in the matter and that this was a complete breach of their 

governance, standards, and values, and again, stating their zero-tolerance for corrupt behavior. In 2015 they 

fired more than 110 employees in China in response to the corruption scandal. They hired an external advisor 

to examine the Chinese operations and then said that “based on the findings, we have taken disciplinary 

action against employees whose conduct contravened GSK’s values and code of conduct. We have zero 

tolerance for this kind of behavior” (Ward, 2015a). 

Code of Conduct 

Since 2011 GSK has updated their code of conduct. In the updated version they emphasized that there can 

be different rules and regulations in each country they operate in, however, the GSK Code of Conducts 

represented a unified approach to conducting ethical business. In a statement from the CEO, he said: 

The Code of Conduct is not negotiable or a ‘nice to have’ document – it is absolutely 

essential. Every GSK employee is required to read, understand and abide by this Code of 

Conduct as well as any non-GSK contingent personnel providing services for or on our 

behalf (GSK, 2012, p.4). 

 

They increased their focus on the new ‘speak-up’ system where all employees can seek assistance if faced 

with a difficult decision. Moreover, they added a section for how to avoid corrupt practices where they said: 

“The GSK attitude towards corruption in all its forms is simple: it is one of zero tolerance, whether committed 

by GSK employees, officers, complementary workforce or third parties acting for or on behalf of the 

company” (GSK, 2013a, p.8).  

Transparency 

They were consistent with their values throughout the years, and Transparency was still one of their four 

values in 2013. They used the same quote for recognizing transparency as they did in 2011: “We recognize 

that we need to be open about what we do, how we do it and the challenges we face” (GSK, 2012, p.13). 

They said that transparency is particularly essential now that their business and culture were evolving to 

meet global challenges. Transparency was one way for their business to earn and build trust.  

 

One way they showed transparency was related to how they addressed misconduct within their business. 

Moreover, they were committed to publishing payments that were made to health care professionals and 

officials.  
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Compliance 

Their compliance office tripled in size as a response to the scandal. They received 1.800 contacts through 

their ethics and compliance channels in 2013. These were a mixture of reports of misconduct and general 

requests for guidance. There were 3.128 instances of employees being disciplined for policy violation, which 

was an increase from 1,828 employees in 2011. 375 of these employees were dismissed or left the company 

voluntarily, which was an increase from 308 in 2011. It can be assumed that the increase in these numbers 

can be traced to the compliance office tripling in size. Hence, the compliance officers were able to cover more 

ground, clarify the code of conduct, and induce other employees to be more willing to report misconduct 

they witnessed after the scandal. Note that not all of these cases are in relation to bribery or corruption. This 

is the total amount of disciplinary actions regarding all company policies. In 2013, they updated their Policy 

on Preventing Corrupt Practices and Maintaining Standards of Documentation. This Policy was a two-page 

document for employees to read upon GSK’s anti-corruption standards in addition to information regarding 

what to do if they have any concerns regarding the topic. 

 

Another way GSK responded to the scandal was that they changed their incentives system and no longer paid 

their sales representatives on how many drugs they sold. In addition, they banned the use of cash 

reimbursements and GSK representatives were no longer allowed to entertain doctors on expense. All 

expense receipts needed to be approved by internal compliance officers (Ward, 2015b). 

Risk management 

“We are committed to conducting business in accordance with all applicable laws and regulations. Our 

established company policies, standards and internal controls, together with our company values, underpin 

our approach to risk management” (GSK, 2013a, p.18).  

 

They defined a few principal risks to the company and one of these were bribery and corruption. To manage 

these risks, they created measures and implemented procedures to prevent these issues. They strengthened 

their internal controls by updating their risk management and compliance policy. Part of the new system was 

making sure that any new significant risks were reported to senior management.  

Summary 

GSK has taken lessons from the scandal and has responded in several different ways to strengthen their anti-

corruption measures. These include firing executives and employees related to the scandal, put emphasis on 

the code of conduct, and increase transparency to build trust and triple the size of their compliance office. 
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Moreover, they implemented rules regarding expenses, expanded their compliance department, and cut 

incentives for corruption. All of the above strengthened their internal controls, which was what they were 

lacking before the scandal. Prior to the scandal they had invested heavily in China and were not ready to exit 

the market but rather took actions to change their behavior. An overview of their mentions in the 2013 

annual report can be seen in table 14.  

Table 14: Mentions in GSK's annual report 2013 

 

Long-term response 

Corporate governance 

GSK has updated its corporate governance framework and the board said the new framework should clearly 

define responsibilities and accountabilities: “The framework is designed to safeguard and enhance long-term 

shareholder value and to provide a platform to realize the Group’s strategy through GSK’s new Innovation, 

Performance and Trust priorities” (GSK, 2013b p.10). They mention especially that control and risk 

management systems are essential parts of their governance framework.  

Code of Conduct 

GSK has updated their code of conduct and in the 2018 version they have increased focus on their values and 

that they abide the code of conduct. CEO, Emma Walmsley, states: 

Everyone who works for or on behalf of GSK must abide by the law, but our code of conduct 

goes beyond that. It also establishes the standards and policies that help us meet the 

commitments of our heavily regulated industry and work as a high performing team. Our 

values and expectations help define us, build trust with society and direct us to do the right 

thing every day (GSK, 2018a, p.4). 

 

They emphasize that if any local laws or regulation are stricter than GSK’s standards, they work towards 

complying with the stricter requirements. They take as an example that they work by the UK Bribery Act and 

U.S. FCPA everywhere they operate, in addition to individual countries’ laws and regulations. 
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Transparency 

Transparency is still one of GSK’s values. In their 2018 code of conduct the focus is put on living their values 

and expectations. They state that to be proud of their values, their previous statement regarding 

transparency has been slightly updated from previous years and is now “transparency helps us build trust 

with each other and with society by being honest and open about how and what we do” (GSK, 2018a, p.5). 

They added that transparency is an important factor when being a responsible business and it is essential to 

respond to any ethical issues swiftly and transparently. “In 2018, GSK topped Transparency International UK’s 

Corporate Political Engagement Index of 104 global companies operating in the UK, based on criteria such as 

political contributions, responsible lobbying and transparency in reporting” (GSK, 2018b, p.30).  

Compliance 

Global Ethics and Compliance (GEC) focused on personal development and a part of that was training and 

communication to employees. They created a Compliance Academy in 2015 and in 2017 they changed it to a 

Virtual Academy to have the possibility of flexible participation. They stated that 350 employees became 

certified ethics and compliance professionals since the academy started. Another thing the GEC implemented 

was training in ‘Living our Values’ which was split into two parts: 

Part 1 of an enterprise-wide ‘Living our Values’ training was issued to a population of over 

100,000 employees and complementary workers. The training included scenarios which 

explored our values and their application to the company’s ways of working, including the 

awareness of our Enterprise Risks and Speak Up arrangements. Part 2 focused on several 

critical risks, including Privacy and Anti-bribery & Corruption (ABAC) (GSK, 2018b, p.97).  

 

They updated their Anti-Bribery & Corruption Policy, which went from a two-page to a 21-page document. 

There, they state: “this policy covers the principles and requirements on Anti-Bribery and Corruption (ABAC) 

[...] In case of conflict between our controls and laws, the stricter rule applies“ (GSK, 2018c, p.1).  

 

In 2018, 940 employees were disciplined for policy violation, which is a decrease from 3.128 employees in 

2013. Of these 940, there were 115 employees that were dismissed or left the company voluntarily, which is 

a decrease from 375 in 2013. It can be assumed that the reason for the decrease is not necessarily due to 

less focus but that in 2013 the company was ‘cleaning out’ after the scandals and now they have more control 

over the situation. It is worth mentioning again that not all of these cases are in relation to bribery or 

corruption, this is a total amount of discipline of all company policies. 
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Risk management 

They have created a new risk management framework which assists the board in recognizing, estimating, 

and controlling their Principal Risks. The framework is frequently reviewed, and the board has oversight over 

it through the Audit and Risk Committee with assistance from their Risk Oversight and Compliance Council. 

The risk framework should work as an addition to their values and reporting from the Speak Up system to 

guarantee that all risks associated with their operations are mitigated.  

 

With the anti-bribery and corruption risk, they believe that risk at macro level remains unchanged due to 

strict laws and investigations from governments. Within the company, they say that the risk of anti-bribery 

and corruption also remains unchanged and the reason is that GSK:  

Improved targeted training to those most exposed to bribery and corruption risks in their 

roles; revised and simplified applicable written standards; and continued to develop risk 

indicators intended to provide meaningful and useful data about the potential for 

corruption (e.g. financial crimes) (GSK, 2018b, p.34).  

Summary 

It is interesting that they mention that trust has become their new priority and that control and risk have 

become an important factor of GSK’s governance framework. They continued to train their employees in 

their values and compliance, in addition to training special ethics and compliance professionals. They put 

emphasis on living by their values with transparency being one of them. They continued to improve their risk 

management system which objective is to assist GSK in recognizing, estimating, and detecting principal risks. 

Table 15 is an overview of how many times the search words were mentioned in their annual report. 

Table 15: Mentions in GSK's annual report 2018 

 

Conclusion of GSK’s response 

After GSK was accused of the corrupt behavior they obliged to fully cooperate with the investigation and 
said that they would stay fully committed to their Chinese operations. In addition to that they responded in 
various ways. An overview of the response can be seen in figure 9.  
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Figure 9: Overview of GSK's response 

____________________________________________________________________ 

“Reaching a conclusion in the investigation of our Chinese business is important, but 
this has been a deeply disappointing matter for GSK. We have and will continue to 
learn from this.”    
 

                   Sir Andrew Witty, GSK Chief Executive Officer, September 19, 2014  
____________________________________________________________________ 

 

There was no distinct increase in mentions of our search words in the annual report across the years, as can 

be seen table 16, which is in line with the analysis before. The problem for GSK was not that they did not put 

attention on anti-bribery and corruption measures but rather lacked internal controls to follow them. 

Table 16: Mentions in GSK's annual reports 

 

4.5 Yara case 

In 2011, the Norwegian fertilizer company Yara International ASA (“Yara”) came under investigation from 

ØKOKRIM after a whistleblower tip. The investigation revealed two incidents of gross corruption for which 

four C-level executives were indicted in 2014. The corrupt activities were two incidents of bribery, the former 

happened in Libya in 2007 where Yara paid $4.5 million to the son of Libyan Oil Minister and chairman of the 

state-owned company NOC. Yara and NOC had been negotiating a joint venture since 2004 and the 

Norwegian court found that the Yara executives conspired to indirectly bribe the Libyan official through his 

son for information they could use to finalize the deal. The latter incident happened during the same time, 

2006-2008, in India where Yara negotiated a joint venture with the state-owned fertilizer company KRIBHCO. 
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In 2007, Yara paid a $3 million bribe to the son of a government official and KRIBHCO board member to 

ensure the right influence in relation to the negotiations. 

Concepts 

From ØKOKRIM’s (Oslo District Court, 2015) investigation, it is apparent that the four Yara executives 

conspired to actively conduct grand corruption by bribery. In the Libyan incident, the investigation revealed 

that Yara’s Chief Legal Officer at the time initiated the corruption by signing a phony consulting agreement 

with the Libyan official’s son for services he was not competent to offer and were never rendered. The sole 

purpose of the agreement was to open a back-channel to the Libyan official for information useful in the 

negotiations. Furthermore, the consultancy contract was purposely kept secret and only existed as an oral 

agreement between the Yara executive, the consultant, and a third-party facilitator. The Indian incident is 

similar in the sense that the same Yara executive entered into a consulting agreement with the son of the 

influential official for services the son was not qualified for and never executed. The son only acted as a back-

channel between the official and Yara. Similarly, in this case the agreement was kept secret and never signed 

on paper. In terms of corruption concepts, the two incidents are identical with the exception that the Indian 

case can be considered passive from Yara’s side. The investigation shows that the son of the official and a 

local business partner pushed for a more elaborate agreement than Yara initially wanted. During the trial, 

the executives explained that the initial purpose of the agreement was to hire someone who could facilitate 

the negotiations between Yara, KRIBHCO, and the relevant government body and assist in travels to India. 

The official’s son insisted on a more extensive arrangement and the contract was revised four times before 

both parties accepted the agreement. Yet, no real services were rendered. In both cases the corrupt 

payments were funneled through offshore banks to accounts associated with the officials and disguised as 

legitimate transactions.  

Causes 

This corruption case was driven by the supply of bribes. Yara’s management was well aware that corruption 

was a big challenge in the Libyan economy. The investigation found an internal email between, among others, 

two of the four executives outlining issues with doing business in Libya including the difficulties of connecting 

with relevant authorities. The Yara executives, therefore, conspired to corrupt in order to achieve company 

objectives. The Libyan market was an excellent strategic fit for Yara who sought to strengthen its position 

around the Mediterranean. This represents an incentive for the managers who conducted bribery in order to 

establish a joint venture with the Libyan company NOC.  
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The Indian incident is harder to dissect due to the pressure and insistence from the official’s son to enter into 

an elaborate agreement. Thus, it is unclear whether the corrupt conduct was driven by the supply or demand 

of bribes. Both parties had incentives to conspire in corruption; Yara in order to enter the Indian market and 

the official’s son to be associated with a large company like Yara. At the time, Yara was the largest fertilizer 

company in the world and India was the world’s third largest market for fertilizer. Hence, it was a strategically 

important market for Yara and on their agenda which represents the incentive for the managers. On the 

demand side, the investigation found that the Indian official had promoted his son at a conference for the 

International Fertilizer Industry Association. The official wished to introduce his son to a large company who 

could realize his ambition to innovate the Indian fertilizer industry. It was through a business connection one 

Yara executive was introduced to the official and that relationship develop into the corrupt agreement with 

his son, and thus the incentive for the demand side is evident. The official and his son wanted to take an 

important position in the Indian fertilizer industry and the business with the world’s largest company 

represented such an opportunity. 

Control mechanisms 

Yara before the scandal 

Corporate governance 

Since the scandal came public in 2011, we will look at the years prior to that first. In 2010, Yara had a 

statement on their website saying that transparent and sound corporate governance is important to align 

the interests of all stakeholders. They believed good corporate governance creates value and sustainable 

business. It was in the responsibility of the board to provide annual reviews on their evaluation of possible 

risk exposure and internal control measures.  

 

As a Norwegian company listed on the Oslo Stock Exchange, Yara was subject to Norwegian anti-corruption 

law and the OECD Convention on Combating Bribery. Hence, governmental controls were in place and 

consequently violated. Particularly interesting in this case is the fact that the court found, based on 

ØKOKRIM’s investigation, that Yara had decent internal control mechanisms. This is exemplified by the fact 

that Yara’s Singapore office refused to pay the invoice to the Indian official’s son as the services were not 

ordered by the Singapore office and the office manager found the invoice “questionable”, according to court 

documents. The reason why the corrupt payments were feasible was because the four executives acted like 

a group who could, also each one by themselves, sidestep the company’s control mechanisms due to their 

C-level positions. Though arguable, this does not necessarily show a failing control system but rather a 
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conspiracy at the top level of the organization able to exert their power to conduct the corrupt transactions. 

Hence, the Yara executives responsible not only violated several laws and regulations, but also the company’s 

own control mechanisms. The fact that the corrupt conduct was exposed by an internal whistleblower 

strengthens this argument. 

Code of Conduct 

In 2010 they issued two separate documents related to the code of ethics and conduct, one was Yara’s Ethics 

Handbook and the other one was Corporate Social Responsibility Policy and Code of Conduct. In their Ethics 

handbook, there was a section for combating corruption where they explained to employees the rules 

regarding “Avoiding facilitation payments, exchanging business gifts and entertainment, following antitrust 

and competition law, promoting financial accountability and transparency and Ensuring proper government 

relations and support” (Yara, 2010a, p.21). Moreover, in the ethics handbook, they mentioned their Ethics 

hotline which was their whistleblowing line and was completely confidential and should be used for reporting 

of any unethical behavior. In their code of conduct there was not much mention of corruption or bribery, 

though, they said:  

We will never offer, pay, solicit or accept bribes in any form, either directly or indirectly. If 

and to the extent appropriate under the circumstances, we may give or accept gifts and 

entertainment that are for business purposes, that are not material or frequent, and that 

reflect the custom in the industry and locale (Yara, 2010b, p.5). 

Transparency 

On their website from 2010, their focus was on financial transparency. They stated that by improving financial 

accountability and transparency it could be used as one way of fighting corruption. In their ethics handbook 

they said: “above all, openness and transparency is key. If you feel you are facing an actual or potential 

conflict of interest, you should report it to your line manager, your Regional Compliance Coordinator or the 

Ethics and Compliance Department promptly” (Yara, 2010a, p.28). 

Compliance 

Yara believed that the company’s success depended on their ability to preserve and improve ethical 

reputation and trust that they have already earned from the public. They stated that they were complying 

with the Norwegian anti-corruption laws in addition to the law and regulation of each country they operated:  

Since Yara is headquartered in Norway, we must all abide by Norwegian anti-corruption 

laws as well as the local laws in effect in the countries where we operate. The Norwegian 

anti-corruption law is one of the strictest in the world and applies to all companies and 
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individuals who act on behalf of Yara, regardless of their nationality and the country in 

which they are doing business. As a company, Yara can be prosecuted for violations of the 

law, even if no individual is punished for the offense (Yara, 2010a, p.21). 

 

At the time they already had an Ethics and Compliance Department which oversaw all work related to the 

matter. In February 2010 they started a company-wide ethics program which was based on the company’s 

Code of Conduct. During 2010 they strengthened their ethics program and provided their employees with 

various ethics tools, which included the ethics handbook, telephone hotline, and video materials. That year, 

around 89 percent of their employees participated in the training. They had a system called Yara Steering 

system and was part of their internal control process. It was created so employees could have an overview 

of the group's policies, procedures, values, code of conduct, and the whistleblower scheme.  

Risk management 

In 2009, they implemented a new framework to improve risk management. The main objective of the new 

framework was to reduce Yara’s exposure to unexpected events and increase certainty for controls of already 

identified risk. It was in the task description of the Board to provide annual reviews on the company’s highest 

risk factors and the company’s internal control methods. They split their risks into four parts: strategic, 

operational, financial, and compliance-related. When reading through what was included in each part, we 

can see that none of them mentioned corruption as a risk.   

Summary 

They believed that they had strong Corporate Governance, in addition, that they were complying with the 

strict Norwegian anti-corruption laws. However, there was not much focus on anti-bribery or corruption in 

any of their reports and they did not include it in their risk management. It was interesting to see how vague 

the rules regarding gifts were in their code of conduct at the time. It can be seen that they implemented quite 

a few measures in 2009 and 2010, like a new ethics and training program and a new framework for risk 

management. Hence, they already had quite strong control mechanisms in place before the scandal. 

 

In table 17, it can be seen that Yara never mentioned corruption or bribe in their 2010 annual report. The 

word compliance appears 16 times and Transparency six times. This is in line with what has been discussed 

in this section. There was not much on corruption or bribery, however, there was some focus on financial 

transparency and their compliance had been improved in the last few years.  
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Table 17: Mentions in Yara's annual report 2010 

 

Short-term response 

Corporate governance 

In 2014, four of their senior managers, including CEO Thorleif Enger, were charged for serious corruption. 

They all denied the accusation. As a response to the corruption scandal, Yara renewed its board, changed its 

chairman, and hired a new CEO. The process of finding a new CEO did not go smoothly; it took over a year 

and two persons to step in the role until they found their current CEO, Svein Tore Holsether, who took over 

the position in September 2015. Yara believed that they had turned the tables around and a spokesperson 

of the company said in 2015 that Yara has changed a lot and is a different company than it was when the 

issues in question took place (Milne, 2014; Crouch, 2015). 

Code of Conduct 

In 2012 neither the Ethics handbook nor the Code of Ethics had been updated since 2010. When looking at 

the next few years after, the code has not been updated. So, they did not update this immediately after the 

scandal. 

Transparency 

There is no added focus on transparency to be found in any of their reports or website. In 2010, the biggest 

focus was on financial transparency and a few comments in their ethical handbooks, which we discussed in 

the previous section. Since neither the handbook nor code of conduct had been updated in 2012, there was 

no new update on transparency. The only new information found was that they stated this in the Corporate 

Governance section of their annual report: “Yara is committed to transparency and accountability” (Yara, 

2012, p.12). 

Compliance 

Yara stated that in response to the investigation of the corrupt activities, their compliance program focused 

on improving their employee training program, review of their joint venture governance, and start a new 

complete business partner integrity due diligence system. They increased focus on Share it! which was a 
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whistleblowing system created to encourage managers and employees to identify and catch ethical issues. 

Moreover, their main compliance goal for 2013 was to improve their acquisition process and risk 

management.  

 

In December 2013, Yara issued a press release where they stated that they were taking a stand against 

corruption. Their Chief Compliance Officer, Ezekiel Ward, said: “Yara is doing its part for the ‘expectations of 

the many’, and has joined the UN in the battle against corruption by becoming a lead member of the United 

Nations Global Compact” (Yara, 2013). Ward continued and said that Yara’s Ethics and Compliance 

Department went through significant changes in the last two years, in 2013 the department consisted of nine 

full-time employees all dedicated to improving Yara’s anti-corruption work: 

As we move into 2015 with a new and restructured team, Ethics and Compliance will aim 

to push anti-corruption further with continued training and awareness efforts [...] Yara’s 

internal policies will be reviewed as we continually strive to provide our employees and 

partners with the best possible guidance and regulation on anti-corruption and other 

ethical matters (Yara, 2013).  

Risk management 

In Yara’s annual report for 2012, they discussed the investigation of the corruption in their section for 

compliance risk. Continuing, they discussed how the risk of unethical activities can be mitigated with, among 

others, their Ethics and Compliance Department and whistleblower scheme. 

Summary 

There was not much change in the first few years after the scandal, except increased focus on their 

compliance department. The reasons for that can be that they had already implemented some measures in 

2009 and 2010, just before the scandal hit. Moreover, another reason can be that it took them a few years 

to make corporate governance changes, especially finding a new CEO. Thus, it can be assumed that it would 

slow the response-time down.  

 

In table 18, it can be seen that the word corruption appeared four times and bribe once in their 2012 annual 

report, both increasing from zero. Compliance increased to 23 times from 16 and Transparency was 

mentioned seven times increasing from six in the 2010 annual report.  
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Table 18: Mentions in Yara's annual report 2012 

 

Long-term response 

Corporate governance 

In 2016, they created Yara’s Anti-Corruption Commitment which they stated was for their wide range of 

stakeholders. This 20-page document explains what corruption is, their governance, relevant laws and 

regulations, anti-corruption at Yara, and the 15 elements of Yara’s compliance program. There is also a 

statement from their President and CEO, Svein Tore Holsether, where he says: 

We focus our efforts on always making the right decisions and speak up when situations 

fail to meet our high standards. This is the backdrop for the creation of this document. Its 

purpose is to communicate Yara’s program to prevent corruption and to promote a culture 

in which corruption is difficult to perpetrate (Yara, 2016, p.4). 

Code of Conduct 

Yara has updated their code of conduct and ethics handbook since 2010. They still have two separate 

documents, one that is called Code of Conduct the other one is now named Yara’s Ethics and Compliance 

Commitment. In addition, there is a separate page on their website which quickly explains business ethics 

and what that is. Moreover, it covers facilitation payments, gifts and hospitality, and conflict of interest. On 

their website, they say:  

Why is the Code of Conduct one of our most important documents? It's easy! With clear 

guidelines and consultation we stand united to break the chain of corruption, and to 

ensure equal rights for all. In order to make our message clear across every corner of the 

world, we have translated our code of conduct into 15 languages (Yara, 2019a). 

 

Yara added a chapter to the Code called ‘Our Anti-Corruption Policy’ where they describe what corruption is, 

the Norwegian anti-corruption laws, and what employees can do if they have an issue. Moreover, they have 

updated the vague section regarding gifts from their previous Code. Now, it says:  

At Yara, we prefer not to give or receive gifts. Hospitality, gifts, and expenses that could 

affect or be perceived to affect the outcome of business transactions are prohibited, as 
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they can be used as a cover for bribery. You must always base your business decisions on 

objectivity and loyalty to Yara, and not on personal loyalty or preferences. You have the 

right and responsibility to obtain guidance on these issues, and your first point of contact 

should always be your line manager (Yara, 2019b). 

Transparency 

In our research, we could not find that Yara has increased focus on transparency in any of their documents 

or website. Their biggest focus regarding transparency is in their corporate governance. They believe in open 

and clear communication and are committed to transparency and accountability.  

Compliance 

They continued to focus on Compliance and noted that they could not expect their employees to detect and 

respond to unethical behavior if they had not received training in how to do so. So, Yara improved their 

training measures and the years from 2016 to 2018 more than 10.000 employees received face-to-face 

training sessions which were carried out locally by regional compliance managers. In addition, they created 

an intranet section with training documents and e-learning modules. They encourage everyone, including the 

public, who witness some misconduct to speak up through their reporting channels. Everything that is 

reported is treated with respect and confidentiality.  

 

Yara operates in more than 60 countries in the world and they are aware that there are cultural differences 

which can influence decisions. However, they expect all employees, and others operating on behalf of the 

company no matter where they are located, to comply with the strictest standards when making a decision. 

They state that they are complying with the OECD Guidelines for Multinational Enterprises, Norwegian 

Criminal Code, UK Bribery Act, FCPA, and Brazilian Clean Company Act.  

Risk management 

On their current website, they have improved and updated their risk management. Where they previously 

had compliance risk, this has been changed to Hazard and Compliance-related risk, where they have added 

a section for anti-corruption risk. In their 2018 annual report, they said: “corruption appears in many forms 

throughout the world, usually in the form of “improper advantages”. With operations in over 60 countries, 

corruption poses a clear compliance and reputational risk to Yara and our business partners” (Yara, 2019d, 

p.48). They say that this risk can be mitigated with their improved compliance department, the new integrity 

due diligence process, through whistleblower channels, and by communicating and implementing their 

statement regarding zero-tolerance of corruption throughout their business.  
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Summary 

In the most recent years, they continued to improve their anti-corruption measures. They updated their Code 

of Conduct and Ethics handbook and implemented sections for anti-corruption. Moreover, they 

acknowledged corruption as one of their risks. There was continuous focus on compliance, employee 

training, and whistleblower scheme. In table 19, which shows how many times these words were mentioned 

in the annual report, it can be seen that there was increased focus on corruption and compliance from the 

2012 report, while bribe and transparency decreased.  

Table 19: Mentions in Yara's annual report 2018 

 

Conclusion of Yara’s response 

It took Yara some time to respond. As mentioned before, the reason can be twofold: one is that they had 

implemented some measures just before the scandal broke and, secondly, it took a while to change their 

governance. Today they have implemented quite few changes as can be seen in figure 10 which is an 

overview of their response. 

 
Figure 10: Overview of Yara's response 

____________________________________________________________________ 
 
“We continuously work on our culture of integrity and speak up principle in our efforts 
to fight corruption and respect universal human rights. Not only within the Yara 
organization but also with our partners in their operations.”     

   
Cira Holm, Chief Compliance Officer, 2019 (Yara, 2019c). 

____________________________________________________________________ 
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In table 20, it can be seen that there was mostly an increased focus on corruption and compliance in their 

annual reports, where the word corruption increased from appearing zero times to 15 and the mentions of 

compliance duplicated. This is in line with the analysis of the case, where they acknowledge the issue and 

focused on their Ethics and Compliance Department to increase anti-corruption measures as a response to 

the scandal.  

Table 20: Mentions in Yara's annual reports 
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5. Discussion 

The analysis identified a great quantity of measures taken to improve the companies’ control mechanisms. 

The following chapter will be a discussion where we contrast similarities and differences in these responses. 

Table 21 shows the changes in mentions of our four search words in the companies’ annual reports before 

the scandals and in the short- and long-term after. As explained earlier, we use these to measure shifts in 

organizational focus towards the different control mechanisms. To keep the discussion clear and structured 

we will examine each of the five control mechanisms in turn and compare the companies’ response related 

to each one. 

Table 21: Overview of mention in the companies’ annual reports 

 

5.1. Corporate Governance 

In all of the cases, the companies were subject to anti-corruption laws and regulations, and it is evident that 

some had focus on internal control mechanisms. Several of the companies publicly expressed that corporate 

governance was a high priority in their business. Both Siemens and GSK had statements of corporate 

governance on their websites, and Telia declared their activities were conducted after the highest of ethical 

standards. Nevertheless, in all the cases we found a total negligence of the companies’ internal controls and 

what they communicated to stakeholders, and the cases had several similarities. In Siemens, Daimler, and 

GSK corruption and bribery was a business strategy and deeply imbedded in the companies’ cultures. As 
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found in the analysis, both Siemens and Daimler to some extent encouraged bribery to acquire business, and 

the same can be argued for GSK through their sales incentives system in China. Furthermore, there were 

several warnings of possible and directly illicit practices that were deliberately ignored by the boards and 

management. No disciplinary actions were taken at all. In all the cases, the corrupt practice, or transactions 

as in the case of Telia and Yara, was sanctioned by key executives and even the board whose very 

responsibility is to monitor and control the company’s activities and protect shareholder interest. Hence, our 

analysis shows that internal corporate governance mechanisms failed or were bypassed and neglected in all 

of the cases. This demonstrates what was presented in section 2.4 regarding internal control mechanisms 

being neglected and failing, rather than a lack of national and international laws and regulations the 

companies should comply with. 

 

In contrast to this, the cases of Telia and Yara offer a different perspective. The investigations by the 

authorities in those two cases did not find concluding evidence to state that internal governance systems 

were completely neglected. These were rather cases where the corruption was conducted by only a small 

group of managers with enough power in their organizations to sidestep the control mechanisms. However, 

that situation in itself is a strong argument to assert that the board failed and was ineffective in carrying out 

its duty. This is supported by Pirson and Turnbull’s (2011) argument presented in chapter two that the boards’ 

failure to control risks was due to lack of information supply or inability to process the information. 

 

The initial response by Siemens and Telia followed a nonexistence strategy (Coombs, 1995). Siemens’ CEO 

denied involvement and disregarded the problem while Telia initially cooperated with the investigation but 

denied all allegations. However, through the investigations and internal reviews, both companies were found 

guilty and their response strategies changed, in line with the three other cases. Our analysis of the short-

term response in corporate governance shows that all five companies followed classic strategic response 

strategies when the scandal is a result of intentional actions. In all five cases, there were layoffs of responsible 

executives and additional complicit employees were fired from Siemens, Daimler, and GSK while Yara 

replaced its board. GSK adopted a mortification strategy where they issued a public apology to the Chinese 

people and promised to become a frontrunner in reforming the Chinese healthcare industry. Furthermore, 

Siemens offered immunity to all whistleblowers and Telia established a new whistleblower scheme.  

 

All companies made multiple changes to their corporate governance and we found drastic increases in our 

search words in the short-term after the scandal (table 21). Most notably is Siemens who mentioned 

corruption 51 times and bribe 22, both up from 0. Daimler and Telia followed suit, and GSK and Yara had 
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minor increases in mentions of corruption. An interesting observation is with GSK where the mention of bribe 

decreased. A possible reason for this is that they were very public with their changes in corporate governance 

and wanted to take some focus away from that in their annual report. 

 

In the long-term, Daimler has restructured their organization, GSK implemented a new corporate governance 

framework where control and risk management are highlighted, and Yara has created a 20-page document 

named Anti-Corruption Commitment to raise awareness of corruption among all stakeholders. We found no 

additional changes to Siemens’ corporate governance tough they have carried on and invested resources in 

their Integrity Initiative fund, which is a direct result of the corrupt behavior, explained in section 4.2. Telia 

has withdrawn from all Eurasian markets after realizing they are vulnerable to corruption in the region.  

 

All companies show evidence of long-term commitment to mitigate corruption through corporate 

governance measures. This is supported by the continuing focus on our search words in their most current 

annual reports. Only in Siemens we found a decrease in mentions of corruption. This is possibly due to 

Siemens’ Integrity Initiative fund issuing an individual annual report focused on Siemens’ initiatives against 

corruption. The 2017 version has 265 mentions of corruption.  

Summary 

These are all different companies operating in different industries and exposed to different scandals. Thus, 

one may imagine they would respond differently as well. Siemens and Telia denied the allegations at first, 

but there is no concluding evidence to assert that those were deliberate strategies. This is remarkable 

because the corruption concepts in the two cases were so different. Siemens had a long history of bribery, 

driven by supply to grow their business. Telia, on the other hand, was not prone to a corrupt culture and the 

evidence points to a conspiracy at the top level of the organization. Additionally, we asserted that the 

corruption in Telia was driven by demand and, thus, a feasible explanation is that the conspiring executives 

were the only ones who knew the transactions were, or could be connected to, bribes. Even though the 

transactions were approved by Telia’s board, it is possible the board was deceived when evaluating the Uzbek 

business. It is also possible the attractiveness of the Uzbek market influenced the corporate governance 

processes as suggested by Doidge, Karolyi, and Stulz (2004). The corruption in Siemens, Daimler, and GSK 

follow the same concepts of active bribery and sophisticated methods of fraudulent accounting to conceal 

the illicit practice. In these three cases, bribery was part of their business strategies and responsible managers 

were complicit. Telia and Yara differ from the other cases in that these were only one or a few isolated 

incidents. Grounded in on our analysis, we assert that the Telia incident in Uzbekistan and Yara’s incident 
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from India were driven, partly in the case of Yara, by the demand for bribes. Nevertheless, the incentive in 

all cases were to benefit the company. 

 

All the companies were subject to, and consequently violated, laws and regulations prohibiting corruption 

and bribery, such as the OECD Anti-Corruption Convention which all the companies’ home-countries have 

signed. Thus, it was the internal governance controls who failed in all companies. Nonetheless, they have all 

implemented a good deal of governance measures in the years after the scandals. Concluding from our 

measurements on search words, they all seem to maintain focus on robust corporate governance and anti-

corruption. Figure 11 shows the companies’ responses related to corporate governance. 

 
Figure 11: Companies’ responses related to corporate governance 

5.2. Code of Conduct 

Before the scandal, all the cases had a code of conduct in place. The Codes were supposed to ensure that 

business goals were achieved responsibly, set standards and guidelines for their employees, and assure that 

they were complying with laws and regulations. This is in line with what was explained in 2.4, that Crane and 

Matten (2007) said that the code of conduct was in addition to national laws and regulations and used to 

share beliefs and values with employees. There were no distinct differences between the cases, except for in 

Daimler and Yara who used their Codes to express their zero-tolerance towards corrupt behavior. The rest of 

the companies had no mentions of anti-corruption policies in their code of conduct.  

 

As a short-term response after the scandal, all of the companies except Yara had updated their code of 

conduct. A possible reason for why Yara had not updated their Code could be that their response time was 

slower than the others’. As discussed in the analysis it took Yara a while to ‘clean out’ and find a new CEO.  
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Of the companies that updated their versions, GSK and Telia added sections to their Codes regarding their 

anti-corruption policies and zero-tolerance toward corrupt behavior. This leaves Siemens as the only 

company without an anti-corruption statement in their code of conduct. Some of the companies started 

issuing separate report, like Sustainability report and CR report, with special focus on the topic and clear 

guidelines on how employees should act and make decisions in difficult situations.  

 

In GSK’s Code of conduct was a statement from their CEO which expressed that the Code was absolutely 

essential, it was not a ‘nice to have’ document, and that all employees must read and act by it. This is in line 

with what was discussed in section 2.4, that the Code of conduct is not there only to look good on paper, the 

company and its employees must follow it.  

 

As a long-term response, most of the companies have continued to improve their Code which confirms its 

importance. Thus, there has not been a decrease in focus on the code of conduct. The one company that has 

not recently updated its Code is Daimler.  

 

Yara, who did not update their Code as a short-term response, has now updated it and state that it is one of 

their most important documents. Siemens, who did not include an anti-corruption policy in their previous 

version of the Code, has now implemented a statement that they have zero-tolerance towards corruption 

and that they comply with all applicable laws at all times. Hence, all of the companies have now implemented 

clear guidelines in their codes that there is no acceptance of corrupt behavior. 

 

It is interesting that Telia created a new Code of conduct that is clear, accessible, and visual. However, they 

include 17 rules named ‘don’t do this at work’. This is contradictory with what was discussed in section 2.4, 

where Lückerath-Rovers and Bos (2011) said that the Code of conduct should not be a list of do’s and don’ts 

but rather a way for the company to explain to employees what appropriate behavior and attitude is. 

Summary 

So, it can be seen that as a short-term response most companies updated their code of conduct, added more 

focus on its importance, and implemented anti-corruption statements. In addition, some companies 

implemented another report with a specific focus on the issue. As a long-term response, there have been 

continuous improvements to the companies’ codes and increased focus on their importance. Figure 12 below 

shows the companies’ responses related to Code of conduct. 
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Figure 12: Companies’ responses related to code of conduct 

5.3. Transparency 

All the companies recognized transparency as an important and trust-inducing measure before the 

companies were exposed to corruption. The company with the least mentions of corruption (2) in their 

annual report before the scandal hit is Telia, though they clearly stated that the company “promotes an open, 

honest and transparent flow of information, especially regarding the performance of internal controls“ (Telia, 

2011d, p.31). GSK, with most mentions (15), said they were committed to transparency and needed to be 

open about what they do. An interesting observation in this case is that GSK had implemented internal 

disclosure requirements for payments made to healthcare professionals for speaking at events before the 

scandal hit, though such payments were an essential part of the corrupt practice. The disclosure requirement 

was, thus, ineffective which demonstrate how sophisticated accounting fraud makes controlling difficult. 

Yara directly stated that improving financial transparency is a way to fight corruption, but their transparency 

regime clearly failed to do so. Similarly, Daimler and Siemens expressed the importance of transparency to 

protect shareholders’ interests. Osrecki’s (2015, p.339) claim that “corruption is mainly a consequence of 

weak monitoring and that anti-corruption programs should entail an organizational design that is based on a 

rather strict notion of transparency, accountability, and compliance” fits well with what we found, and that 

transparency as a control mechanism depends highly on the quality of reporting and the information as 

discussed by Bushman & Smith (2003). 

 

Our analysis shows that although the mentions of transparency increased in all the companies’ reports, only 

Siemens and Daimler made specific changes to their measures in the short-term. Siemens restructured their 

organization, increased financial reporting, and implemented the compliance program; all measures they 

believed would increase the level of transparency throughout the organization. Daimler expanded their 

whistleblower scheme which would now bring complaints all the way to the top management. GSK and Yara 
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took no noticeable actions regarding transparency, and neither did Telia except launching an internal 

investigation of the Eurasia transactions with full disclosure of the findings at their annual general meeting. 

Hence, we found disparity in transparency measures in the short-term. GSK and Daimler used the same quote 

regarding the importance of transparency as they had before. 

 

In the long-term, Siemens did not implement further measures directly linked to transparency. Daimler 

restructured their organization in 2018 which they believed would increase transparency throughout all their 

operations and markets. They also updated their practices regarding sponsorships and donations. Telia has 

increased its overall focus on transparency and specific measures includes clear guidelines for transparency 

in their Code of Responsible Conduct. GSK sticks to transparency as one of its core values and has been 

recognized by Transparency International for its commitment to transparency in reporting. Yara has not 

made any specific long-term changes to increase transparency. An interesting observation is that only one 

company (GSK) further increases mentions of transparency in their annual report from the short-term. In 

three out of five cases, mentions actually decrease, and in Daimler’s report the number stays the same.  

Summary 

Overall, we found that the companies took different approaches to transparency in the aftermath of their 

respective scandals. One could make the assumption that instead of implementing a wide range of new 

measures to boost transparency, the companies would make efforts to stay true to their original intent to be 

open and transparent, which is a similarity shared by all. Siemens and Daimler both restructured their 

organization, however, Siemens did so in the short-term and to a higher degree because of the corruption 

scandal, while Daimler’s restructuring happened later and arguably not as a direct consequence of their 

scandal. All the companies communicated increased focus on transparency and Siemens and GSK publicly 

expressed they would take action to increase transparency to rebuild trust from their stakeholders. Yara 

stands out as the company which made no specific effort to change their transparency measures. Figure 13 

shows the companies’ responses related to transparency. 
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Figure 13: Companies’ responses related to transparency 

5.4. Compliance 

In all of the cases before the scandal, the companies stated that they were complying with laws and 

regulations applicable to them. All of the companies had some focus on compliance at the time when their 

respective corruption cases were exposed. In Siemens’ case, for instance, they had one compliance officer 

and his job description was to review any reported misconduct. Though it can be argued that in a big company 

like Siemens this should not be a one-person job. At the time, Siemens did not have employee training in 

compliance or a whistleblower scheme in place. Daimler, Yara, and GSK all had similar measures before the 

scandal. They had compliance departments, whistleblower schemes, and training programs in compliance 

and the companies’ Code of conduct. Telia had a whistleblower scheme and training program, but no 

mentions of a compliance department. Thus, it can be seen that all of the companies had some sort of 

compliance measures before the scandal. 

 

After accusations of corruption, we found from the mentions in the annual reports (table 21) that all of the 

companies except GSK, increased focus on compliance. The reason for the decrease in mentions from GSK 

could be that they had one of the best compliance measures before the scandal, and already mentioned it 

many times in their annual report at that time. The biggest jumps in mentions are from Siemens and Telia, 

which can be rationalized as they were the two companies that did not have all three measures, that is, 

compliance department, whistleblower scheme, and a training program, like the other companies had before 

the scandal which could result in them applying even more focus than the others. 

 

All of the companies responded by improving their compliance departments. Telia, the only company with 

no compliance officers or department before the scandal, established a new ethics and compliance office. 
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Siemens, as mentioned before, only had one person serving as their compliance officer and implemented a 

compliance department. Daimler, GSK, and Yara all increased their number of compliance officers. 

All companies, except GSK, responded by increasing training for their employees. Siemens, the only company 

that did not have employee training before the corruption, developed an employee training program on 

compliance and their Code of conduct. The other three companies all improved their training measures, with 

Daimler and Telia implementing e-learning tools to make it easier for all employees to access, no matter 

where they operated. Siemens, the only company that did not have a whistleblowing scheme before the 

scandal, implemented one as a response. Hence, at that point, all of the companies had a whistleblower 

scheme as part of their measures. 

 

All the companies implemented or improved their anti-corruption guidelines and created a statement on 

zero-tolerance of corruption. Three of the companies hired specialists to assist with the new compliance 

programs, two of these companies started evaluating each of their markets depending on the level of 

corruption. Siemens mentioned especially that all these increases in measures were because of the 

accusation of corruption, which then eliminates the changes being because of some other reasons.  

 

GSK was the only company to mention a change in its incentive system. The reason for that can be that they 

operate in the pharmaceutical industry and had before the scandal paid sales representatives compensations 

for how many drugs they sold, which could create incentives for bribery. Thus, by eliminating that they 

reduced the risk of bribery from sales representatives. In addition to changing their incentive system, their 

employees had to send expense statements through the compliance department for approval.  

 

When looking at the long-term responses of the companies and their mentions in the annual reports (table 

21), it can be seen that only Siemens reduced the mentions of Compliance in their annual report, though it is 

still significantly more than they had before the scandal. All other companies increase, with Daimler 

increasing the most. Hence, as a long-term response, most of the companies continued to increase their 

focus on compliances.  

 

As a long-term response, all of the companies continued to state their zero-tolerance towards corruption and 

that they were complying with all laws and regulations no matter where they operate. There was no 

noticeable decrease in focus on compliance, on the contrary, it is now easier to find all of their compliance 

statements and measures on the companies’ websites.  
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The companies have all continued to improve their compliance systems, training programs, compliance 

guidelines, and whistleblower schemes. GSK, the only company that did not respond in the short-term with 

a training program, implemented a new training program in the long term. Moreover, they created a 

Compliance Academy where they train employees to become certified compliance professionals.  

Summary 

It can be seen that the companies responded in a very similar way and there are more similarities than 

differences. As a short-term response, their focus on compliance increased considerably. The companies 

expanded their compliance departments and the company that did not have one before established one. 

They created compliance guidelines and created zero-tolerance statements towards non-compliant behavior. 

Three companies hired specialists to assist with the new compliance programs. Furthermore, as a short-term 

response, most of them improved or implemented training for employees and whistleblower schemes. The 

biggest difference was with GSK, who did not implement compliance training for employees. Moreover, they 

differentiate themselves by changing their incentives system, the reason for them differentiating themselves 

is that their corruption was driven by illicit conduct primarily in the sales department. Some cases mentioned 

especially that the change was due to the investigation of corrupt behavior, thus, it can be argued it was, in 

fact, the corruption scandal that generated the response.  

 

As a long-term response, they continued to put emphasis on compliances and improve their measures. In 

addition, the only company that had not implemented a training program, did so, exemplifying its importance 

and confirms what was said in section 2.4. that it strengthens companies’ compliance. Figure 14 below shows 

the companies’ responses related to compliance. 

 
Figure 14: Companies’ responses related to compliance 
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5.5. Risk management 

Daimler, Telia, GSK, and Yara all had risk management systems in place before the scandals hit, however, only 

GSK recognized and discussed bribery and corruption as a significant risk. Siemens included a section for risk 

management in their annual report but did not mention the risk of corruption. Highly relevant to corruption 

is that Yara saw compliance-related risk as one of four key categories and Telia said they focused specifically 

on legal and regulatory risk and conducted due diligence and risk evaluation on all acquisition targets. Despite 

the companies having risk management systems in place, we notice that only GSK mentioned corruption as 

a risk before the scandal hit. Also worth remarking is that Yara’s risk management framework was 

implemented in 2009 which is after the bribes were paid. The same goes for Telia where the acknowledgment 

was made in 2011, after the corrupt transactions with the Uzbek officials had already happened.  

 

In the short-term after the corruption was exposed, all the companies responded by adding focus on risk 

management. Interesting to note is that Siemens took no further action than to add compliance risk to their 

risk management chapter in their annual report. Daimler’s risk management section in the annual report still 

did not mention corruption-related risk, but the report said the Corporate Compliance Operations 

Department conducted systematic risk analysis and evaluated the risk of corruption in the markets Daimler 

operated in. Telia acknowledged that some of the markets they operated in had a high level of corruption as 

per Transparency International’s Corruption Perception Index. They added corruption and unethical business 

practice as a specific risk in their annual report. GSK, who had most focus on corruption risk before the 

scandal, updated their risk management system and implemented measures to prevent bribery and 

corruption in their business. Yara specifically discussed the corruption investigations and how corruption 

could be investigated.  

 

We found increased focus and responses in the long-term. All of the companies continued giving more 

attention to risk management related to corruption, with the exception of Daimler. In their 2018 annual 

report, Daimler does not mention corruption as a specific risk.  

Summary 

We found that all the companies responded by strengthening risk management. One remarkable observation 

is that, due to the scope of the corruption in Siemens, we would expect to see a larger change in the short-

term. A similar argument can be made for Daimler where we did not observe a significant response in terms 

of imbedding corruption into their risk management. Risk management responses show more similarities 
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than differences. To this, we assert that all the companies, possibly with the exception of Daimler, recognize 

risk management as an important contributor to anti-corruption measures which is in line with in the 

literature in section 2.4. An overview of the companies’ responses related to risk management can be seen 

in figure 15.  

 
Figure 15: Companies’ responses related to risk management 

5.6. Limitations 

There are a few limitations to the research conducted in this thesis which we will attempt to address here. 

First of all, this thesis primarily follows an inductive research approach. That means that we are making 

observations to identify patterns to answer our research question. To do that, our research strategy is case 

studies with a very small sample and thus we cannot generalize our findings. This leads to low external 

validity. However, we do not attempt to produce a new theory. We are merely exploring within our particular 

research setting. We do not suggest that our findings are directly transferable to other settings.  

 

We cannot postulate that all the changes we found were made as a direct consequence of the corruption 

scandals; especially the long-term responses. One example of this is Daimler who did an organizational 

restructuring in 2018. Even though the new structure might help in mitigating corruption and unethical 

behavior as suggested in the theory, Daimler communicated that their primary reason for the restructuring 

was to create a more agile organization to adapt to the innovation of their industry. Other factors that may 

influence changes are technological developments, new websites, and mergers and acquisitions. Telia, for 

example, changed their entire branding profile from TeliaSonera to Telia over a longer period from 2009 to 

2017 which possibly influenced our research of the company. 

 

We analyzed five different organizational ‘tools’ that we call control mechanisms. Due to the scope of this 

thesis we do not investigate these mechanisms deeply or down to a detailed level. We merely explain what 
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measures were made and compare those across the cases. Furthermore, the cases we investigate mostly 

concerns bribery of public officials. This can be a limitation to the generalizability and transferability of this 

study. This is a result of our sampling but also strengthens the validity because the companies were subject 

to the same laws and regulations. This is discussed in chapter 2. 

 

Finally, subjectivity and experience of the researchers have to be mentioned as limitations. Though two 

researchers with different study backgrounds likely will bring different perspectives to the analysis, our 

limited experience as empirical researchers must be regarded as a limitation to the potential of this study. 

As such, our conclusion of this thesis represents what is acceptable knowledge based on our knowledge and 

experience. However, others conducting a similar study will possibly find different results. This concludes 

some of the limitations we were aware off while conducting our research, and some of these we have 

attempted to mitigate throughout the thesis.   
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6. Conclusion 

This thesis builds on a theoretical understanding of corruption and control mechanisms where we examined 

the literature in chapter two and constructed a conceptual framework to guide our analysis. The 

methodology chapter explained our strategy of dissecting five cases of corruption in European companies 

and the choices we made to answer the research question. Our research question was ‘How do European 

companies respond to a corruption scandal?’ which prompted an investigation of what control mechanisms 

were in place and how these evolved in the short- and long-term after the corruption scandals hit. In the 

analysis, we systematically went through each of the five cases by identifying the concepts and causes behind 

the corruption. With an understanding of what had happened, we analyzed the five control mechanisms 

before the scandal and how the companies responded in relation to these in the short- and long-term. We 

did this by researching the companies’ websites and published material and conducted a word-search in their 

annual reports to measure changes in focus towards anti-corruption measures.  

 

We found several similarities in the companies’ responses. Overall, we found that all the companies 

responded within all of the five control mechanisms; some responded right after the scandal by improving 

all five, others took a bit longer. However, in the long term, all of the companies responded by improving 

these control mechanisms and, interestingly enough, much of it was done in a similar way.  

 

Within corporate governance the similar responses were replacing board members and CEOs, firing and 

disciplining employees, and organizational restructuring. Of the companies where corrupt practice was highly 

imbedded in their culture and business strategy, they all responded by taking measures to change and 

improve the culture. The companies adopted different initial response strategies where we could clearly 

identify Telia, Siemens, and GSK’s response. One company took a dramatically different choice than the 

others which was to exit the markets with high risk of corruption. The Code of conduct was given much 

attention in all cases and there were no deviations from updating the codes and including anti-corruption 

statements. All the companies communicated emphasis on transparency in their organization. The responses 

were, however, different. Two of the companies made clear statements regarding transparency to induce 

shareholder trust, two of the companies showed an increased focus on transparency in their published 

material, while one made no specific measures. There was definitely increased focus on compliance and the 

companies responded by expanding their compliance departments, created whistleblower schemes, and 

implemented training programs. They all made clear zero-tolerance towards corruption statements. Four of 
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the five companies responded by sharpening their risk management systems and included corruption risk 

while the last company made no obvious changes.  

 

This concludes our findings of the companies’ responses. There were several commonalities and only minor 

differences which imply a shared belief that these control mechanisms are important in combating 

corruption. This finding supports Bhimani’s (2009) statement that whilst all the controls are important, an 

intertwined system comprised of all the controls is what makes anti-corruption measures and control 

mechanisms effective. We conclude that European companies respond by taking several measures to 

strengthen their control mechanisms in the short-term with ongoing focus on these in the long-term which 

is evident from our word search in the annual reports. A final observation is that we found no news of new 

corruption scandals in any of the five companies in the long-term after the control mechanisms were 

improved. 

6.1 Contributions and suggestions for further research 
This thesis was created to answer our interest in knowing what happens in companies post-corruption, how 

the companies respond to the accusations, and do they respond in general. While the phenomenon of 

corruption is a well-known subject and plenty of articles and literature has been written about it, we did not 

find anything regarding what are the direct responses within companies. By combining the literature and 

create this structure we were able to view a different kind of control mechanisms and how the companies 

responded within each of them.  

 

We believe that with our findings we were able to highlight and find a red thread on how our case companies 

responded to the scandal and that can be used by other companies as guidelines to build their anti-corruption 

mechanisms. That is, this thesis was able to explore how the companies improved their controls and can, 

therefore, be used to assist with building an effective anti-corruption strategy and prevent corrupt practice. 

Moreover, for other academic researchers curious about what anti-corruption mechanisms are in place and 

if they are used by companies, they can utilize the findings from this thesis to gain information on the topic.  

 

For us as researchers, it has not only significantly increased our knowledge of corruption and anti-corruption 

mechanisms, but also achieved to answer our curiosity of what happens afterward. As young professionals 

with ambition of working within international companies, it is crucial to be aware of the importance of 

internal control mechanisms and what risks are involved if they are lacking.  

 



   101 

For future research, an interesting approach would be to look at if pressure from stakeholder to rectify the 

company’s behavior is similar in every case of corruption. This, of course, assumes that all corrupt behavior 

is unacceptable to shareholders and they will put pressure on the organization to respond. Furthermore, 

examining if one company’s response will inspire other companies within their industry to take similar 

measures even if the other companies have not conducted corrupt. If that hypothesis cannot be confirmed, 

one could possibly make the assertion that a corruption scandal will have to happen to initiate a response in 

a firm. One example of a study like this could be to investigate if other pharmaceutical companies increased 

their controls after the GSK scandal.  
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Appendix B: List of company material 
Direct links to company material used in chapter 4 
 
Siemens case:  

2007 CR 
https://web.archive.org/web/20071011054924/http://w1.siemens.com/en/corporate-
responsibility/index.htm 

2007 
Complian
ce 

https://web.archive.org/web/20071018222253/http://w1.siemens.com/en/corporate-
responsibility/compliance/measures.htm 

2008 
Complian
ce 

https://web.archive.org/web/20081105031331/http://w1.siemens.com/responsibility/en/compliance/ind
ex.htm 

2011 
Integrity 
AR 

https://assets.new.siemens.com/siemens/assets/public.1543064052.d57d685935ee8d6dd2bb555125868
511f388ba89.siemens-annual-report-world-bank-2011.pdf 

2019 
Complian
ce https://new.siemens.com/global/en/company/sustainability/compliance/reporting-channels.html 
2017 
Integrity 
AR 

https://assets.new.siemens.com/siemens/assets/public.1544192947.5b511d347aa22b5e48b799cb52c8c3
caf29263a7.siemens-integrity-initiative-annual-report-2017.pdf 

 
Daimler case: 
New 
Integrity 
Code https://www.daimler.com/documents/sustainability/integrity/daimler-integritycode.pdf 
2003 
Integrity 
Code 

https://web.archive.org/web/20060311170015/http://www.daimlerchrysler.com/Projects/c2c/channel/do
cuments/211716_CGI_IC_e.pdf 

Code of 
Ethics 

https://web.archive.org/web/20060311170026/http://www.daimlerchrysler.com/Projects/c2c/channel/do
cuments/211719_CGI_CoE_e.pdf 

2005 AR 
https://www.daimler.com/documents/investors/berichte/geschaeftsberichte/daimlerchrysler/daimler-ir-
annualreport-2005.pdf 

2007 AR 
https://www.daimler.com/documents/investors/berichte/geschaeftsberichte/daimler/daimler-ir-
annualreport-2007.pdf 

Complia
nce https://www.daimler.com/company/corporate-governance/compliance/ 
 
Telia case: 

Code of 
conduct 
and ethics 

http://web.archive.org/web/20110607224000/http://www.teliasonera.com/Documents/TeliaSonera
_Code_of_Ethics.pdf 

Corporate 
governanc
e 

https://web.archive.org/web/20111202004836/http://www.teliasonera.com/en/about-
us/corporate-governance 

Press 
release 

http://web.archive.org/web/20131021224753/http://www.teliasonera.com/en/newsroom/press-
releases/2013/11136/comment-from-teliasonera-related-to-information-in-the-media/ 
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Press 
release 

http://web.archive.org/web/20130603172525/http://www.teliasonera.com/en/newsroom/press-
releases/2013/2/statement-by-the-board-in-respect-of-the-external-review-of-teliasoneras-
investments-in-uzbekistan/ 

Press 
release 

http://web.archive.org/web/20131031203427/http://www.teliasonera.com/en/newsroom/press-
releases/2013/2/lars-nyberg-leaves-teliasonera/ 

Sustainabil
ity Report 
2012 

https://www.teliacompany.com/globalassets/telia-company/documents/about-telia-
company/sustainability-report/teliasonera_report_sustainability_2012.pdf 

Code of 
conduct 

https://annualreports.teliacompany.com/en/2016/sustainability-work/new-code-of-responsible-
business-conduct/ 

2018 AR http://annualreports.teliacompany.com/globalassets/pdf-till-download-center/engelsk-pdf/telia-
company--annual-and-sustainability-report-2018.pdf 

Investor 
presentati
on 

https://www.teliacompany.com/globalassets/telia-
company/documents/investors/presentations/2018/kcell-divestment-and-fintur-dismantling.pdf 

News 
article 

https://www.teliacompany.com/en/news/news-articles/2018/kcell-closing/ 

 
GSK case: 
2011 AR https://www.gsk.com/media/2696/annual-report-2011.pdf 
2011 CR https://www.gsk.com/media/2736/cr-report-2011.pdf 
2013 CR https://www.gsk.com/media/2748/cr-report-2013.pdf 
Code of 
conduct https://www.gsk.com/media/4800/english-code-of-conduct.pdf 

2010 CR 
https://web.archive.org/web/20110704210622/http://www.gsk.com/responsibility/cr-report-
2010/ethical-conduct/training-and-awareness/ 

Press 
release 

https://web.archive.org/web/20131006125309/http://www.gsk.com/media/resource-centre/china-
investigation.html 

 
Yara case: 

2010 AR 
http://quote.morningstar.com/stock-filing/Annual-
Report/2010/12/31/t.aspx?t=:YARIY&ft=&d=2f91bdda4aa97e37e7b7fb881933e303 

2010 
website https://web.archive.org/web/20100804155741/http://www.yara.com/ 
2012 AR http://hugin.info/134793/R/1687825/553552.pdf 

2018 AR 
https://www.yara.com/siteassets/investors/057-reports-and-presentations/annual-reports/2018/yara-
annual-report-2018-web.pdf/ 

 
 


