
Leonard McCarthy 
Remarks for The 33rd Cambridge International Symposium on Economic Crime 
Jesus College, University of Cambridge 
September 7, 2015 
 

I am happy and privileged to be at Cambridge, a fountain of wisdom 
reaching back to 1209, and a giant of learning which has produced 61 Nobel 
Laureates. 

This symposium has shaped many of us; and 20 years later, I’m particularly 
pleased to see Barry Rider, Saul Froomkin, and Angela Futter, ever the vanguard 
in this unrivaled intellectual contribution. 

The world is experiencing a number of defining moments. 800 years after 
King John made terms through the famous Magna Carta in West London, we are 
inventing new modes of governance.  

The global economy is stuttering between recovery and resilience, whilst 
financial guardians grapple with equity and currency sell-offs. 

Incoming governments promise to be less corrupt than sitting politicians, as 
states struggle to conquer the triple evils of organized crime, corruption and war 
economies.  

From the Latin complire of 1595 (meaning to fulfill), compliance has, not 
surprisingly, exploded into every facet of business, law and regulation. 

Today, the word denotes observance that dominates our professional lives; 
and for many of you, I suspect compliance represents something between risk 
and disaster. 

A 2014 industry brief by PWC shows that compliance rates are the highest 
in the financial and technology sectors. That is where the money is.  

At the World Bank, compliance dominates our thinking, as it goes to the 
reputational capital and equity of our institution. 

By way of example, all 600 annual investments by the Bank’s International 
Finance Corporation (IFC) are subjected to rigorous due diligence scrutiny, where 
project companies as well as sponsors know that the IFC’s demand for contractual 
representations and covenants, is the standard way of doing business. 
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The portfolio I manage includes mechanisms like voluntary disclosure (a 
form of self-reporting), settlement, restitution, forensic inquiry, cross-debarment 
and compliance monitoring. 

In this, I have noticed, unfortunately, that when it comes time for a 
conversation about compliance, and the difficult overarching problem of 
corruption, many companies prefer to send only their lawyers and compliance 
chiefs. However, as the theme of this esteemed gathering is “the limits of the 
law,” I am making a plea for CEOs to take charge of execution around compliance.  

When a division of a company gets caught paying off a minister, hoping to 
win a big contract, I know that entity is serious about cleaning up its act if we get 
a call from the CEO, even more so if the CEO shows up in Washington, DC.  Time 
and again, it is when the CEO personally gets involved that a company is able to 
transform its way out of difficulty. 

More than policies and processes, compliance, and compliance failures are 
about people. A recent study of compliance settlements since 2011 showed that 
in two-thirds of the cases, the driver of the misconduct leading to the settlement 
was culture, and only roughly 30% had been caused by process failure.  

We’ve seen progress among some of the larger multinational corporations.  
They face higher reputational risks and the global nature of their business makes 
them subject to stricter enforcement under laws such as the US FCPA and the UK 
Bribery Act.  They also have more resources to devote to compliance.  However, 
they alone do not comprise the entire private sector.   

For a development institution such as the World Bank Group, an economy 
with flourishing, locally-owned small- and medium-sized enterprises are also 
important to the health of a country’s economy, because profits and innovation 
are home-grown; and can make a lasting dent against poverty.  

However, in many instances, the messages of why compliance matters— 
and how to move from the cosmetic to the authentic—has yet to penetrate.  

 Through the World Bank’s Integrity Compliance Office (ICO) and other 
functionaries, we are working to elicit greater action from small- and medium-
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sized enterprises.   We encourage companies to end relationships with 
questionable agents, stop the practice of making facilitation payments and find 
solutions to licensing issues, all without resorting to improper methods. 

 As a matter of interest, it has been contended that the first government-
sponsored enterprise, commenced in the United States in 1916, through the Farm 
Credit system. In the modern day, State-owned enterprises (SOEs) have assumed 
a growing role in international investment generally and development projects in 
particular.  

           At the same time, however, SOEs are the subjects of a significant 
proportion of our investigations, and represent approximately one-third of the 
multinational companies on the World Bank Group’s sanctions list.  The unique 
structure of SOEs similarly may warrant tailored interventions to help boost 
compliance.   

To be fair, we should note that the private sector is just one part of the 
equation. Governments need to uphold the rule of law, ensure their institutions 
function properly and provide for the well-being of their citizens.  

Rogue states should stop to perpetuate false narratives to their people, 
demand corruption under guise of government support-payments, and foreswear 
the gatekeepers of the law.    

To this end, we are offering the World Bank’s International Corruption 
Hunters Alliance-- as a laboratory for collective solutions and fresh starts.   

A longstanding tension between the supply-side and demand-side of 
corruption often prevents corporate executives and government officials from 
having a constructive dialogue about competitiveness, growth and compliance.    

In early July this year, I hosted a roundtable with representatives of British 
companies that have received World Bank financing or that are major players in 
the business world.  We had a constructive dialogue, and the ideas we discussed 
surely make sense in other countries.   
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The commercial experts in the room argued we should create legislative 
incentives for clean companies, establish safe harbor provisions, and set ground 
rules for pacts among bidders.  

 
They felt by doing this, companies would gain greater confidence that they 

would be competing on a more level playing field and would be recognized for 
their legitimate efforts in the event that issues were to arise. 

 
These are all solid ideas worthy of our support.  At the same time, we 

should be mindful of an injunction by US federal judge Jed Rakoff, who had asked 
whether prison time might be more effective "than any compliance program in 
discouraging misconduct, at far less expense, and without the unwanted collateral 
consequences of punishing innocent employees and shareholders."  

 
The basis for discussing compliance is often one of avoidance—how to 

avoid possible legal or economic consequences for doing something wrong, 
because of a divided conscience.  

 
I would like to propose that during this week at Jesus College, we move—

indefinitely—beyond such a passive perspective to one of institutional and 
personal accountability and rigor.   

 
We have the choice to act with purpose; to be the avant-garde. 
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