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Dealing with corruption: A guide for business managers 
 
Domènec Melé 

 

Abstract 

Business corruption, sometimes linked to political corruption, is unfortunately widespread in many 
countries and sectors and causes serious damage. Business managers often have to deal with this 
phenomenon. Bribery and extortion, in their various guises, are two common forms of corruption, 
the morality of which is examined in detail in this note, but they are not the only ones. Corruption 
can also occur in public procurement, in the form of misappropriation of funds or influence 
peddling, when unfair decisions are knowingly issued, etc. Fraud and embezzlement, falsification 
of documents, tax evasion, cronyism, nepotism and insider trading are also bad behaviors that can 
be classified as forms of corruption. Corrupt activities may provide a company with some short-
term economic advantage, but they are always bad for the integrity of people involved and 
detrimental to the good performance of the affected company. Various international 
organizations are trying to combat corruption, but companies can also play an important role and 
contribute to anti-corruption efforts by adopting certain practices and attitudes. 

Introduction1 

When we say something is corrupt, we mean that something has gone bad, that it has entered a 
state of decay or perversion. In human activities, including business activities, the term corruption 
refers to the deterioration of values, practices or customs, including the improper or illicit use of 
assigned functions to gain an unfair advantage. There are major corruption scandals that make the 
headlines, but smaller, less visible acts of corruption also cause damage, and perhaps in the 
aggregate that damage is greater than the harm caused by headline-grabbing incidents. 

 
1 This note, together with additional content, is included in Domènec Melé, Ética empresarial para ejecutivos (in press). 
The author is grateful for comments and suggestions made by Dr. Óscar González Peralta to improve this note, but takes 
full responsibility for its content. 
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2 IESE Business School-University of Navarra 

Corruption in business, sometimes linked to political corruption, is a phenomenon that affects 
many sectors, places and even entire countries. When an environment is conducive to corrupt 
practices, and particularly when corruption already exists, managers can face two types of 
temptations. The first is to accept the “rules of the game” imposed by the corrupt environment, 
claiming that “there’s no other way” to stay in business or move their company forward. The 
second is to take the initiative of corrupting someone to get a favorable outcome, perhaps with 
the excuse that “everyone does it.” 

Although progress has been made in recent years to prevent and combat corruption at the 
national and international levels, many managers continue to encounter corrupt environments, 
particularly when operating in certain sectors or countries. Moreover, they have a responsibility 
to prevent corruption within the companies they work for and, to the extent possible, to combat 
such practices, especially in the environments in which they operate. This is not always easy, and 
sometimes dilemmas of varying degrees of difficulty arise that must be faced with intelligence 
and ethical sense. 

This note describes various forms of corruption, particularly bribery and extortion, and then 
analyzes the ethical aspects of these two practices in more detail. Gifts and business courtesies that 
may be disguised bribes are also considered. Finally, the note provides some recommendations for 
preventing and combating corruption that occurs within or originates from companies. 

Bribery and extortion 

The term corruption is generally associated with bribery and extortion, although there are other 
forms, as we will discuss below. Bribery and extortion both involve illegitimate payments. They 
are distinguished by the fact that the former is defined as “giving a bribe” and the latter as 
“asking for a bribe.” For greater precision, however, we need to define and differentiate the two 
terms in more detail. 

a) Bribery 

Bribery is the attempt to gain an unfair advantage by using money or rewards to induce someone 
to make a favorable decision, whether that person is a purchasing manager, a public official, an 
elected official, a judge or an individual acting on behalf of a company. In colloquial language, 
euphemisms are often used to refer to bribery, such as dar un sobre (Spain), tangente (Italy), 
mordida (Mexico), coima (in the Southern Cone of Latin America), and kickback (United States), 
among others. 

The most common goals of bribery are to obtain contracts, public subsidies, concessions or 
positions, land rezoning, exemptions, permits and recommendations. In the context of the 
administration of justice, bribery may be directed at obtaining unfair judgments or arbitration 
awards or at covering up crimes. In other cases, such goals are achieved through cronyism (see 
below), or when a “favor” that involves discriminating against others is done in the hope that it 
will be returned someday, to reward a previous “favor,” or even as a friendly gesture. 

b) Extortion 

Extortion is the practice of using one’s power or position to unjustly demand money or other 
benefits. For example, a public official may demand a commission to grant a license or expedite 
the process of obtaining one. In some cases, extortion may involve a threat of harm if the person 
being extorted does not give in. Unlike bribery, extortion is initiated by someone who has the 
power to make or influence a decision in a matter that affects the victim. The extortionist 
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demands something they are not entitled to (money or some other gift) from someone in 
exchange for granting some benefit, or simply asks for a reward of some kind for doing 
something to which the extorted person has a right and which the extortionist, by virtue of their 
position, must grant without any personal gain. 

In environments where certain corrupt practices are widespread, extortion becomes a common 
practice. Everyone knows “the rules of the game”, and payoffs are not even solicited. This is tacit 
extortion, which may require the payment of a fixed amount, or a percentage of whatever sum 
is involved. 

In some countries there is a term that covers both bribery and extortion when they involve civil 
servants. In Spain, for example, the term cohecho includes both practices when one of the 
agents is a public official. 

Having described these two forms of corruption, we can identify other questionable payments 
with their own specific characteristics that are in some way forms of bribery or extortion. These 
include the following: 

• Illegal commissions on contracts involve the payment of a percentage of the value of a 
contract that may go to a natural person (a public official or politician) or to a political 
party that uses such commissions to finance its activity. From an ethical perspective, 
illegal commissions are a form of bribery or extortion, depending on whether a payment 
is offered (bribery) or demanded (extortion). 

• Facilitation payments, sometimes called grease payments or just grease, are modest 
sums paid to public officials (or employees of a private company) to expedite the 
performance of a task that the recipient has a duty to perform anyway by virtue of their 
position; for example, to get documents processed or permits issued. The purpose of 
such payments is not to influence the outcome of the employee’s action, but simply to 
expedite it. Often, but not always, payments of this kind are explicitly or tacitly 
demanded by a public official and fall into the category of extortion. 

• Excessive business gifts or courtesies from a current or potential supplier. Gifts may be 
tokens of hospitality, friendship or gratitude, or they may be tokens of consideration that 
are used in certain industries or countries, even on a regular basis (e.g., Christmas gifts), 
or as a goodwill gesture when initiating a business relationship. However, some gifts are 
disguised bribes, intended to go unnoticed. Such courtesies may take the form of 
invitations to restaurants to discuss business matters or trips to get to know the facilities 
of a potential acquisition. They may also include luxurious meals in fashionable places, 
opera tickets, or visits to remote facilities that include vacation getaways, training 
courses with or without per diems, and so on. 

• Blackmail occurs when a person threatens to reveal sensitive or embarrassing information 
about someone, or confidential information, unless the victim pays the blackmailer or 
gives them something else of value. Blackmail is a form of extortion. 

• Kidnapped for ransom of business owners and executives (sometimes even employees) 
which happens in some countries. This is a form of extortion with the added violence that 
kidnapping entails.  

• Cyberattack with extortion, designed by cybercriminals to block access to a computer system 
until a ransom is paid, with dire economic consequences for the targeted institution. 
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