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Prevention is 
better than cure
When it comes to complying with the Bribery Act, businesses 
need to be prepared. Seeking professional advice to ensure that 
your company is fully compliant will ease the process – and help 
to avoid costly, even criminal, mistakes

When the Bribery Act comes into 

force this autumn, businesses of all 

sizes will need to be prepared. As well 

as criminalising the act of bribery it-

self, the Act will make it an offence for 

companies to fail to prevent acts of 

bribery being committed by an em-

ployee or associated persons, which 

will include agents, contractors and 

sub-contractors. The Act relates to all 

aspects of business, whether with a 

third party or within the organisation.

There has been widespread criti-

cism that the Bribery Act is too vague 

and not clearly enough defined to be 

properly enforced. “This often happens 

when new legislation is implemented 

which changes the landscape,” says 

Aziz Rahman, Senior Partner at inter-

national law firm, Rahman Ravelli. “The 

Human Rights Act 1998 and the Pro-

ceeds of Crime Act 2002 are examples 

of legislation which, in parts, led to con-

cerns about enforcement. In both cases 

the Acts have survived and flourished.” 

Rahman Ravelli is currently working 

on a number of high-profile bribery and 

corruption cases, both in the UK and 

overseas. These cases, many involving 

billions of pounds, span governments 

as well as companies of all sizes and 

from many industry sectors. When it 

comes to the new legislation, if com-

panies want to avoid their own costly 

and damaging court cases down the 

line, it is essential that they have a clear 

picture of what is being asked of them.

There will be some guidance pro-

duced by the government, explains 

Mr Rahman. However, this is unlikely 

to answer all questions. “No doubt this 

guidance will be in broad terms and no 

doubt there will be plenty of fact-spe-

cific scenarios where business people 

are left wondering what the right thing 

to do is under the new Act. But gener-

ally speaking, there is no doubt that the 

Act can and will be enforced.”

Act now
Small to medium-sized enterpris-

es (SMEs) in particular, says Mr Rah-

man, need to take action now. “Par-

liament had the opportunity when 

creating the Act to limit its impact to 

bigger firms – it did not do so. There 

is no reason to think that the Act will 

only apply to big corporate bodies. 

Implementation of the Act has been 

delayed but it is expected that it will 

come into force in the autumn. There 

will then be a three-month period be-

fore the Act starts to bite – in that pe-

riod firms are expected to take heed 

of the guidance published under sec-

tion 9 of the Act. In fact, because of 

the delayed implementation, there is 

already a draft version of that guid-

ance available, which was published 

in September 2010.”

Everyone will need to comply with 

the new regulations, but the current 

draft guidance is broad in scope. Com-

panies are told to implement “adequate 

procedures” to ensure compliance – 

but what does this actually mean? 

Many are still scratching their heads.

“All businesses should read the draft 

guidelines that have been published,” 

says Aziz Rahman. “A risk assessment 

should be carried out by a senior mem-

ber of the business, who should then 

decide what action to take. This should 

be done at the highest possible level.” 

Procedures need to be put into place 

and strictly enforced, which will require 

training, but it would also be wise to 

enlist professional help to ensure that all 

bases are covered. “The Act is drafted 

in a way that does make it difficult for 

the non-lawyer to understand,” Mr. Rah-

man confirms. “It cannot be assumed 

that because the guidelines have been 

followed there cannot be prosecution. 

Hindsight will be applied. The question 

will be ‘were the procedures in place 

adequate in the circumstances in which 

this company did business?’ This will 

take into account the structure of the 

company, its type of business and the 

level of supervision of, and commit-

ment to, the procedures.”

EXPERT ADVICE
Professional agencies such as Rah-

man Ravelli offer ‘health checks’ to 

organisations of all sizes. Specialising 

in business crime, fraud, civil recov-

ery and regulatory matters, Rahman 

Ravelli is helping to steer a number of 

companies through the process and 

ensure full compliance. But this needs 

to be achieved in plenty of time. 

“There is no one-cap-fits-all solution,” 

explains Remi Stumpenhusen of Rah-

man Ravelli’s International Risk and 

Defence Coordination Department. 

“The key message is: don’t wait. Com-

panies need to be fully prepared before 

the Bribery Act comes into force, not 

wait until it’s too late.” If companies seek 

expert advice to ensure they are fully 

compliant, they have far less chance of 

making a costly – and criminal – mis-

take. And, should anything go wrong, 

being able to prove that a credible, 

expert firm has audited them will go 

a long way to demonstrate that ‘ade-

quate procedures’ were in place. With 

so many grey areas, it would be easy 

to overlook activities that, before now, 

were not considered criminal in nature.

Mr Rahman agrees in turn that: “The 

range of activities that could amount 

to an offence is not restricted to gifts or 

payments.” He asks: “how many firms 

give work experience to the children 

of customers and clients? What if an 

insurance broker pays for referrals? In 

a redundancy situation, what if the HR 

manager is in a relationship with a per-

son in the redundancy pool?

Any disgruntled former employee or 

competitor could trigger an investiga-

tion, whether out of malice or because 

they think that there is justified cause.”

The message is unequivocal: whether 

a large corporate or an SME, the time to 

act is now. “Any owner or manager of 

an SME who thinks that this does not 

apply to them is deceiving themselves,” 

Aziz Rahman concludes. “Any person 

who does not prepare for the introduc-

tion of the Act needs to start saving to 

pay their legal fees.”

For further information,  
visit www.rahmanravelli.co.uk

He defends the public sector 
against accusations that it has been 
slow to pursue fraud with the same 
vigour as commercial organisations 
and has lacked a coherent approach 
to the problem. “In a way, the public 
sector is just like the private sector 
in that it has built defences around 
each organisation or department, 
rather than seeing fraud as a com-
mon threat.” Now this is changing 
rapidly, spurred on by political will to 
attack waste. A cross-departmental 
alert system is arriving at relevant 
parts of Whitehall, flagging up new 
types of fraud so the entire public 
sector is forewarned of the changing 
tactics fraudsters employ. 

Professional services giant Pricewa-
terhouseCoopers (PwC) has analysed 
public sector fraud across the globe 
and concludes that the UK suffers 
from an above-average level of eco-
nomic crimes in state organisations. 
Ian Elliott, a forensic partner at PwC, 
recognises that the public sector is 
learning the right tricks. “They are 
starting to use technology such as 
data analytics and more is happening 
in the way of fraud risk assessments.” 
But he warns that investigators need 
to raise their game as public spending 
increases tail off and pay freezes take 
effect. “There is a change in mind-
set during tough times, people find it 
easier to rationalise fraud.” 

Any area where money is spent 
and contracts awarded needs to 
be alert to the potential for inter-
nal fraud. Temporary employees 
should be screened thoroughly and 
local authorities in particular need 
to step up their vetting procedures, 
Mr Elliott says. Above all, there has 
to be a sense that the highest level of 
management views fraud prevention 
as a priority. “The tone must be set 
from the top.” Just as in the private 
sector, the chief executive must be 
completely on the ball.  

ȖȖ The scale of public sector fraud 
should not come as a great surprise. 
A huge increase in public spend-
ing in the decade to 2010 inevitably 
triggered a boom in scams aimed at 
skimming off cash from the taxpayer. 
According to the National Fraud 
Authority (NFA) the cost of public 
sector fraud to the UK economy is 
now £21.2 billion a year, more than 
half of the total cost of all UK fraud.

The breadth of activities the public 
sector engages in presents fraud-
sters with a big target. And in turn 
this means that it has been hard to 
manage a consistent fraud-preven-
tion regime when so many different 
departments and types of spending 
are involved. But the role of the NFA 
is to co-ordinate the actions of public 
and private sector bodies. Following 
an initial assessment of best practice 
in the private sector, the NFA has 
developed an action plan for gov-
ernment that aims to cut the public 
sector fraud figure by £6 billion over 
the next three years. 

Will this laudable aim work out in 
practice? The Cabinet Office cer-
tainly thinks so. Francis Maude, 
Minister for the Cabinet Office, has 
declared a zero tolerance approach 
to frauds that are stripping reve-
nue from public services. In Octo-
ber 2010 he established a Counter 
Fraud Taskforce charged with taking 
the fight forward. A series of seven 
pilot projects are already delivering 
results and yielding the lesson that 
the public sector needs to adapt and 
employ technologies common in the 
commercial world. 

One of these pilots has already gen-
erated savings of £1 million. A sam-
ple of 20,000 tax credit claimants 
receiving single person’s allowance 
was analysed by credit reference 
agencies. More than 50 per cent of 
the sample sparked an alert, indicat-
ing that the claimant was not living 
alone. This sample was analysed fur-
ther and letters were sent out prob-
ing the claims, which in turn saw a 
substantial number of tax credits 
stopped or amended. 

TECHNOLOGY
Piers Harrison is head of public 
sector fraud at the NFA, and he 
believes the success of this 
pilot paves the way for con-
certed action on fraud. 
“We have seen how the 
use of technology by 
criminals has led to 
the industrialisa-
tion of fraud. Now 
we need to see 
the industriali-
sation of coun-
ter-fraud.” 

J u s t  h o w 
has technol-
ogy helped 
t h e  N F A 
to get gov-
ernment 
counter-
fraud work 
o n  t r a c k ? 
M r  H a r r i -
son lists the 
evolution of 
data analysis 
tools, through 
matching 
names of tax-
payers against 
benefit claimants, 
to rules and risk-
based assessment of 
information hidden in 
vast databases. The lat-
est trend uses software to 
trawl through social media 
networks. Information publicly 
available on sites such as Facebook 
constitutes open-source intelligence 
for counter-fraud investigators, and 
sophisticated software tools can 
plough through this mass of mate-
rial without the prohibitively expen-
sive manpower that would have been 
required until recently. 

The NFA does not advocate throw-
ing cash at technology. The point of 
the pilot projects is to identify eco-
nomically effective measures. “You 
have to work out which technologies 
are both the best and the most appro-
priate,” says Mr Harrison. 

GOVERNMENT Fraud within the public sector represents a massive hit to the UK 
economy. Government bodies are finally getting to grips with this menace by adapting 
and adopting procedures and technologies that are commonplace in the private sector. 
But, asks Michael Dempsey, is this too little, too late?

Shining a spotlight on  
public sector fraud

  There is a change in mindset 
during tough times, people find it 
easier to rationalise fraud

Public sector fraud: a breakdown

Public sector
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The National Fraud Authority’s Annual Fraud Indicator estimates 

fraud losses in the public sector will total £21.2 billion this year. Tax 

fraud is the highest individual public sector fraud loss area with an 

estimated £15 billion lost each year.


