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A great work is made out of a combination of
obedience and liberty.

- Nadia Boulanger, French musician and composer

Us retail giant Wal-Mart is under an inense spotlight these days.
A recent New York Times (NYT) article has exposed systemic
bribery and corruption in Wal-Mart's biggest overseas subsidiary,
WakMart de Mexico. Mexico is now Wal-Mart's largest market
outside the United States and one out of very five Wal-Mart
stores i in Mexico. The retaler’s success in Mexico is even seen
a5 a “model for future growth” of the company in other areas in
the world. It appears however, that in the first half of the past
decade, Wal-Mart de Mexico’s rapid expansion was fuelled by a
system of bribe-paying to Mexican government officials A former
lawyer who worked for Wak-Mart in the years in question has
provided evidence to prove bribery, as the NYT wrote:

He described personally dispatching two trusted outside lowyers
to deliver envelopes of cash to government officials. They targeted
‘mayors and city council members, obscure urban planners, low-
level bureaucrats who issued permits — anyone with the power to
thwart Wal-Mart’s growth. The bribes, he said, bought zoning
approvals, reductions in environmental impact fees and the
allegiance of neighbourhood leaders.

After studying Wal-Mart documents, the NYT also reports that in
many instances “permits were given within weeks or even days of
WalMart de Mexico's payments to the two lawyers” and that
“legal and bureaucratic obstacles melted away after payments
were made.” It is estimated that around Us$24 million was paid
outin this manner.

But there’s more to the story. Wal-Mart itself had learned of the
problem years back and supposedy had conducted investigations.
The sad part is that the company chose to suppress any further
investigations and did not feel it necessary to impose disciplinary
action on the erring personnel or to make the appropriate
disclosures on the matter with the US regulators.

That decision seems unwise in hindsight as news of the alleged
bribes have surfaced. Since the news broke out, Wal-Mart’s
shares have taken a beating and the company’s market
capitalization has fallen by USS10 billion; the deciine being a
reaction to concerns on costs attached to the company’s own
investigation and defence, and potential substantial fines i the
allegations are found to be true.

Mexican authorities have opened an investigation for violations
of Mexican anti-bribery laws, as have the US DOJ and SEC for
possible violation of the US Foreign Corrupt Practices Act
(FCPA). For its part, Wal-Mart has recently announced the
creation of a Global FCPA Compliance Officer, as well as
instituting mechanisms in Wal-Mart de Mexico such as: robust
policies and procedures; internal controls; training; enhanced
auditing procedures; issue escalation and remediation
protocols; and the appointment of a dedicated FCPA compliance
director in Mexico.

Hopefuly for Wal-Mart, these measures have not come too late
in the day as it faces a slew of fines and penalties that could
have been avoided had it ts leaders remembered to place as
much importance to compliance and ethics as they did to
‘growth and expansion.

Fast Facts on the FCPA

~Enacted as early as 1977.

«Essentially prohibits bribery or offering anything of value to a
government official for the purpose of obtaining or retaining
business.

«Criminal enforcement of the FCPA has soared. There were only
two actions in 2004, as of 2010 there were 48.

~Largest fine ever paid for violation of the FCPA was by German
firm Siemens in the amount of US$800 million.

~Enforcement actions are now extended to corporate executives
and decision-makers. Cheryl J. Scarboro, Chief of the US SEC's
Foreign Corrupt Practices Act Unit has said that "We will
vigorously hold accountable those individuals who approve
such bribery and who sign false SOX certifications and other
documents to cover up the wrongdoing.”

“Issuers of securities on a US exchange, such as PLDT, are
covered by the FCPA.
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