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Preface

I first visited the Siemens Museum in Munich in the 1980’ s, which led to my relation-
ship with Siemens that continues to this day. The company, founded in 1847 as a small
workshop hiring a few men, is now a well-known transnational corporation ( TNC) with
hundreds of thousands of employees and over a hundred billion US dollars of annual sales. I
am deeply intrigued by its growth.

Legal action was sought, however, by the justice departments of the US and Germany
against this well-respected enterprise for commercial bribery. At the end of 2008, Siemens
reached a settlement with these departments at a cost of 1.4 billion dollars, which is the
largest payment ever of its kind imposed under the US Foreign Corrupt Practice Act (FC-
PA).

Why was Siemens investigated and fined by the US and German justice departments?
What lessons can Chinese companies learn from the Siemens case? With these questions in
mind, I paid a visit to the Siemens headquarters in Munich again in June 2009. I was im-
pressed by the efforts of the company in rebuilding its compliance system after its bribery
scandal was exposed.

From July 2009, domestic media reported on a lot of commercial bribery conducted by
transnational companies in China, among which the most startling news was that employees
at Rio Tinto’s China office were arrested on suspicion of bribery. Cases of other transnation-
al companies being investigated by the US justice departments over commercial bribery in
China have been exposed one after another. TNCs’ commercial bribery issue has become a
major concern of Chinese society.

Our institute has organized a special Tesearch team to study the implications of TNCs’

compliance enhancement to fight commercial bribery, and to find out how Chinese compa-
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nies can learn from the experience of TNCs to contain and stop commercial instances of
commercial bribery.

We have visited regional headquarters of about 20 TNCs based in China, such as Sie-
mens and Daimler, to understand their experiences and lessons learnt regarding compliance
management. We held three symposia on compliance management and two workshops with
nearly 100 participants.

By conducting this research and engaging in discussions and analyses, we find that
fighting commercial bribery and enhancing compliance management has become a new trend
for business development worldwide. Facing accelerated globalization, Chinese companies
need to attach great importance to this movement to contain commercial bribery and purify
the business environment of China by learning from TNCs’ experience and lessons in com-
bating commercial bribery.

On the basis of such knowledge, we decided to compile a specialized publication on
TNCs’ enhancement of compliance management, and this book is the result of our joint ef-
fort with companies and scholars at home and abroad.

Containing commercial bribery and enhancing compliance management is the
foundation for sustainable development of companies. With the progress of society
and civilization, people are increasingly realizing that it is not enough for companies
to merely seek to maximize shareholders’ benefits; they shall also take on compre-
hensive responsibilities including social and environmental responsibility. TNCs shall
shoulder extra global responsibilities in both their motherlands and where their oper-
ations are located. Compliance is the most important among the comprehensive cor-
porate responsibilities and global responsibilities, or we can say it is the bottom line
of corporate responsibility. And this is what the book is going to elaborate.

Chinese companies have evolved into a new stage after thirty years of reform
and opening up. They need to further contain commercial bribery and enhance com-

pliance management to grow bigger, stronger and remain successful for longer.

We suggest enhancing compliance construction and combating commercial bribery from
the following aspects:

1. To take compliance management as the primary responsibility of companies.

In 2006, the Chinese central government explicitly put forward that “companies shall
shoulder social responsibility and consciously accept social supervision” , since then, many

enterprises have been increasingly active in participating social charitable contributions, en-
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ergy saving and emission reduction activities. Compliance is the bottom line of shouldering
social and environmental responsibilities; but many enterprises haven’t been fully aware of
the significance of enhancing compliance management and containing commercial bribery
and have taken ineffective measures. Therefore, we should return to the bottom line of cor-
porate responsibility - compliance management.

In China, some enterprises have registered very serious commercial bribery and illegal
management records. First of all, some foreign-invested enterprises have committed com-
mercial bribery on a frequent basis and some of these instances are quite serious. Secondly,
grave problems of commercial bribery exist in many domestic enterprises too, such as the
cases of Chen Tonghai from Sinopec, Kang Rixin from China National Nuclear Corporation,
and Zhang Chunjiang from China Mobile. Particularly, the real estate industry and infra-
structure sector including high-speed roads are the areas hardest hit by commercial bribery.
These problems have severely poisoned Chinese business environment, and interfered with
the improvement and healthy development of the socialist market economy.

A company will still be able to run miserably for a couple of years or even have
a chance to turn loss into gain if the loss is incurred by poor management. However,
if a company is involved in commercial bribery or other serious violations, it will col-
lapse instantly. The fall of Sanlu and the collapse of D’Long Group illustrate this
point. History has proved that it is hard for enterprises to grow bigger and stronger,
but harder to grow longer. “Century-old shops” are normally all the compliant and
responsible enterprises.

2. To advance compliance management of various enterprises using various ap-
proaches

Firstly, to criticize the illegal operations of foreign-invested enterprises and to
draw on their experience in enhancing compliance management. Violations of some
TNCs’ branches or subsidiaries in China have very negative influences. Relevant govern-
mental departments and public opinion should criticize them severely. While at the same
time we should notice that most of these irregularities have been disclosed and corrected by
TNCs themselves. Though some cases were exposed by others, the companies involved have
taken comprehensive steps to rectify the situation after gaining a lesson from its bitter expe-
rience. For example, Siemens, through comprehensive rectification and reform, has estab-
lished a “best in class compliance program” commented by the U. S. Department of Jus-
tice. Many TNCs have accumulated a wealth of experience and lessons in issues of curbing

commercial bribery and enhancing compliance management. Therefore, in addition to criti-
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cizing and punishing TNCs on their illegal operation problems, we should also learn from
their experience so as to strengthen the compliance management of Chinese companies.

Many practices by TNCs in curbing commercial bribery and enhancing compliance
management are worth' learning from for Chinese enterprises. For example, establishing au-
thoritative compliance management organizations; building a sound company-wide compli-
ance management system; strengthening compliance management over suppliers and cus-
tomers to achieve compliance operation in all links of the enterprise value chain; strengthe-
ning enforcement of the compliance system, and enhance management in the three major
parts of compliance operations, that is, prevention, surveillance and response.

Secondly, to strengthen compliance management of the “going global” compa-
nies of China. With increasing global efforts against corporate corruption, irregularities
committed by China’s “going global” enterprises have been facing more and more criticism.
The behaviors of such enterprises often have a negative impact on the national image of Chi-
na, and also directly affect enterprises’ worldwide sustainable development. Therefore,
those “going global” companies should particularly strengthen their compliance operations
and curb commercial bribery. ‘

Thirdly, to encourage compliance management among state-owned enterprises.
In recent years, the overall management of state-owned enterprises has become increasingly
standardized. The Compliance Management Guidelines issued by the China Banking Regu-
latory Commission and China Insurance Regulatory Commission have been effectively pro-
moting the compliance management of Chinese financial enterprises. The real estate indus-
try in China is the hardest hit sector by commercial bribery, but according to some industry
peers, Vanke has been able to keep to the moral bottom lire.

We should recognize those compliant businesses and promote their successful experi-
ence, as well as increase the punishment for non-compliant enterprises. We should draw on
international experience, impose heavy fines on commercial bribery, and limit these enter-
prises’ entry into relevant markets for a certain period of time and within a certain scope.
Financial institutions shall reduce the credit ratings of enterprises engaged in commercial
bribery or even not support their entry into a certain market..

3. To combine the enhancement of corporate compliance management with fight-
ing corruption and upholding integrity nationwide

Enhanciﬁg compliance management and curbing commercial bribery by enterprises is
an effective measure to fight corruption and uphold integrity nationwide. This is because

commercial bribery is the major funding source of various types of corruption, and curbing
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commercial bribery will be beneficial to the effective containment of other types of bribery.

We suggest that the legislature enacts specific anti-commercial bribery laws. To
learn from the experience of European and American countries, and protect as well as grant
high rewards to the prosecutor in the legislation; not only to combat bribe-taking, but also
to severely punish bribe-offering; not only to combat commercial bribery in domestic China
but also those conducted overseas by Chinese enterprises.

We suggest that government agencies draw on international experience to pro-
mote compliance administration. The key to government compliance administration is
transparency of administrative procedure, impartial implementation of laws and regulations,
and promotion of fair competition. At the same time there is a need to increase the punish-
ment for official corruption.

The aforementioned words are some recommendations we have summarized in the

course of preparing this book.

During the process of preparing this book, a group of Chinese and foreign enterprises
have provided us with support and help. Some of them gave us warm receptions and accept-
ed our interviews and surveys, generously providing us with their experience and lessons in
enhancing corporate compliance management; some of them provided us with information
and even manuscripts. These enterprises include both foreign TNCs and domestic-funded
companies, such as Siemens, General Electric, Motorola, Daimler, BASF, KPMG, Cater-
pillar, Novartis, Shell, BP, Ruder Finn, 3M, CNOOC, Industrial and Commercial Bank
of China, Vanke, and etc.

As the editor in chief, I am grateful to all colleagues who have taken part in the survey
and research, as well as the writing and editing work. Also I would like to say thanks to
Mr. Jiang Xiaoping and the editors of the China Economic Press. It is the joint efforts
made by us all that have enabled the on-schedule publishing of this book.

I hope that this book may play its part in promoting enterprises in China to curb com-
mercial bribery and strengthen compliance management. I also appreciate your advice and

suggestions regarding our research so that we can improve our study on compliance issues.

‘Wang Zhile
At Beijing New-century Academy on Transnational Corporations

January. 17, 2010
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