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ABSTRACT

The literature provides evidence of a relationship present between bribery, corruption, and
terrorism. I could not statistically prove a relationship through multivariate regressions because of
limitations in my data and model. Furthermore, because of the cyclical relationship between
bribery, corruption, and terrorism, I need a more sophistical model to properly analyze this

relationship. However, this is beyond the scope of my research project.

The event study statistically supports that FCPA violations impact firm value over-time. The
regression analysis then indicates no relationship between the size of the bribe, amount earned, or
penalty on firm-value. Although I could not statistically prove a relationship, the regression
indicates there could be a relationship between the sizes of the amount earned and/or penalty on

firm-value given more data.

Given all my findings, bribery provides a tangible target for combatting corruption and terrorism.
However, FCPA violations may only slightly impact bribery levels. Therefore, other approaches
may be necessary if regulators are aiming to decrease corruption and terrorism. Stakeholders
should also be aware of the unintentional consequences of bribery, and the effect of bribery on
shareholder value if firms are caught and enforced with action. Finally, as the FCPA does not
currently serve as a strong enough deterrent, regulators should implement other actions, such as

increased monitoring and penalties.
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I. Introduction

Thesis Statement
How do violations of the Foreign Corrupt Practices Act enable wide-scale corruption,

facilitate international terrorism, and affect firm value?

Background & Summary

The prevalence of bribery has significant impacts on the global economy, including inefficiently
allocating resources, fostering corruption, and decreasing the confidence in U.S. business. In
response to this, Congress enacted the Foreign Corrupt Practices Act (“FCPA”) to prohibit

companies and individuals from bribing foreign officials to obtain or retain business.

This paper studies the external impacts of FCPA violations, specifically looking at the relationship
among bribery, corruption, and terrorism. I use data analysis techniques and a literature review
approach to study this relationship. I also explore how effective the FCPA is in terms of dissuading
companies from engaging in acts of bribery. I measure the effectiveness of the FCPA using two
different methods: an event study and regression analyses. The event study examines the impact
of FCPA violations on the stock price over time, while the regression analyses estimate the effect
of the bribe and fine size on the stock price. Lastly, this paper examines how companies were able

to commit these violations and describes some of the most prevalent trends in FCPA violations.



Relevance

Primarily, government regulators care about this topic because they have an interest in decreasing
corruption and terrorism. They are concerned with understanding the strength of the relationship
between bribery, corruption, and terrorism, as well as, the effectiveness of the FCPA. 1t is also
vital they understand the causes of FCPA violations, since they create and enforce the FCPA.
Secondly, companies should be concerned about their business value and understand the effects of
their business decisions on the greater social and economic environment. Lastly, investors have an
interest in this topic because of the impact of FCPA violations on both short-term and long-term

returns.

Scope

This paper not only adds onto to the existing literature, but also makes new, important connections
among topics. Many papers have studied the causes of terrorism, including the impact of
corruption on terrorism; however, this paper links bribery to terrorism. Since corruption is too
broad to effectively tackle, by making this connection between bribery and terrorism this paper
goes one step further. Multiple publications also study the impact of engaging in acts of bribery
on firm value. This paper adds to that existing literature by assessing the immediate and long-term
impact of bribery on shareholder value and the relevance of the size of the bribe and/or penalty.
Finally, the Securities and Exchange Commission (“SEC’) and the U.S. Department of Justice
(“DOJ”) are involved with tracking FCPA violation occurrences and trends. I provide a deeper

analysis on that data.



II. Literature Review

External Impacts

The literature argues that bribery is both pervasive and has multiple external consequences. The
World Bank estimates that over US$1 trillion is paid in bribes each year (Cleveland et al., 2009).
Multiple sources also conclude that bribery inefficiently allocates resources, decreases the
confidence in U.S. business, fosters corruption, (U.S. DOJ & U.S SEC, 2014), stifles growth and
productivity (Organisation for Economic Co-operation and Development, 2014), and reduces the

enforcement of environmental regulations (Transparency International, 2015).

Prior research defines the relationship between bribery and corruption as a direct, interrelated
relationship. Transparency International defines corruption as, “the abuse of entrusted power for
private gain”, and bribery as, “the offering, promising, giving, accepting or soliciting of an
advantage as an inducement for an action which is illegal, unethical or a breach of trust”
(Transparency International, 2018). Multiple publications discuss bribery and corruption
synonymously, seeing bribery as an extension of corruption (Sibery et al., 2011, Kobis et al., 2017).
The Dictionary of Accounting lists bribery and corruption as one term: “offences relating to the
improper influencing of people in positions of trust” (Oxford University Press, 2016). However,
most papers categorize bribery as a type of corruption, where corruption includes bribery,
embezzlement, facilitation payments, fraud, collusion, extortion, and patronage (Carson, 2015; UK
Department for International Development, 2015). In the FCPA Resource Guide, the DOJ and

SEC explicitly cite corruption as one of the impacts of bribery.

Since bribery has a direct impact on corruption and corruption impacts terrorism, bribery indirectly

impacts terrorism. The literature offers convincing evidence of the ties between corruption and



terrorism. Several different studies cite corrupt environments as a leading cause of terrorism. Some
examples found in the literature are as follows: “Corruption is Terrorism” (Cambanis, 2018);
“...corruption is the common denominator...” (Barkhouse, 2018); “...to curtail the growing
industry of terrorism it is mandatory to combat corruption and lawlessness...” (Ehrenfeld, 2011);
“...in every environment in which corruption operates, it is central to the rise and perpetuation of

crime, terrorism, and other social ills” (Shelley, 2014).

Some of the literature goes a step farther and posits why corruption causes terrorism. Ehrenfeld,
author of Funding evil, focuses on how corruption creates a situation where the population is
oppressed and vulnerable. Terrorist organizations then exploit this situation for recruitment,
legitimization, and financing their operations (Ehrenfeld, 2011). Similarly, Shelly, author of Dirty
entanglements: corruption, crime, and terrorism, discusses how corruption diminishes legitimate
opportunities for young males, which in turn provides motivation for youth to join terrorist
organizations. Shelley also argues that corruption affects the ability of the state to supply necessary
social services, which provides legitimization opportunities for terrorist organizations who step-in
and provide these services (Shelley, 2014). Whereas, Freeman, author of Financing terrorism case
studies, points to how corruption provides a permissive environment for conducting terrorist
operations and financing needs (Freeman, 2016). A report to the Congressional Committee on
Financial Services also examines the impact of corruption on creating an environment for terrorist
and criminal organizations to exploit for financial gain and influence (U.S. Congress House
Committee on Financial Services Task Force to Investigate Terrorism Financing, 2015). In one
section, the report specifically cited corruption as ‘a critical enabler of illicit networks’ (Realuyo,

2015). Also, Transparency International highlights how corruption serves as a major obstacle for



developing nations to achieve their sustainable development goals and better equip themselves to

fight terrorism (Transparency International, 2017).

Finally, multiple newspaper articles discuss the impact of corruption on terrorism. From articles
on the Abu Sayyaf (Whaley, 2016) to ISIS (Trofimov) to the Boko Haram (Searcey et al., 2015,
Ukamaka, 2015, Vogt, 2015), corruption is identified as playing a major role in preserving and
solidifying terrorism in Southeast Asia, the Middle East, and Africa. Explicitly, these articles cited
corruption as a financing mechanism (Gardiner, 2018), legitimization tool (Hussein et al., 2017),
threat to combatting terrorism (al-ABADI, 2017), and an operational advantage (El-Haddad,

2017).

Internal Impacts

The impact of bribery on firm value is well studied; however, the results and opinions vary. Some
studies found bribery to enhance firm-performance. Williams found that across 106,805
enterprises in 132 developing countries, enterprises that engaged in acts of bribery had 13.9%
higher annual sales growth and 48% higher annual productivity growth rates (Williams et al.,
2016). Similarly, Cheung estimated that firms earn roughly 11 dollars for every dollar they bribe
because of bribery’s impact on contract determination and fine avoidance (Cheung, 2012).
However, these two studies do not include the negative consequences of bribery-related
enforcement actions; whereas, my paper focuses on the consequences that firms face when they
engage in actions of bribery. Although the consequences may not be severe enough to counter the
potential profitability from bribery, I observe significant negative performance from firms who

were caught and enforced with action.

Other studies also point to some of the consequences of bribery. Fisman and Svensson found that

an increase in the bribery rate of one percent lead to a decrease in firm growth by three percentage



points (Fisman et al., 2007). Zeng found that investors perceive the costs of bribery to outweigh
the potential benefits by examining Chinese firms who are mandated to disclose all entertainment
costs on their financial statements (Zeng et al., 2016). Harrison also determined bribery to have a
negative impact on sales growth, labor productivity, and investment return for firms (Harrison et
al., 2014). Finally, Healy and Serafeim argue bribery has a significant impact on return because of
its negative effect on employee morale. Studies have consistently shown that higher-morale
companies produce higher stock returns year-over-year than lower-morale companies (Healy et
al., 2016). Therefore, bribery offers potential benefits, as well as costs. My research aligns with
these previous studies, as it also concludes that bribery can have a significant negative effect on

firm value.

Other research indicates bribery has no major effect on firm-value. Karpoff used a model to
calculate the ex ante and ex post net present value (“NPV”) of projects that involve bribery,
bribery-related enforcement actions, and a market-reaction to the news of bribery. Although
Karpoff observed a 2.61% decrease in market capitalization upon announcement of an FCPA
enforcement action, he found overall paying bribes had a negligible impact on firm-value. This
negligible effect is because only 6.4% of firms identified as likely bribe-payers were caught and
enforced with action, and the penalties were marginal (Karpoff et al., 2017). My research then
adds onto Karpoff’s work. Rather than using a project-based NPV approach, my paper examines
how firms with FCPA violations fare against other public companies over time. By analyzing this,
companies can better understand the risk associated with bribing. However, Karpoff’s findings
that bribery has an overall negligible impact because of the low probability of being caught still

applies.



Finally, I analyze the effect of the bribery, penalty, and earned amount on company value over
time. Previous research concludes that bribery amount has no impact on firm-value and, “small or
big bribing is bad business in the long-term” (Healy et al., 2016). My research confirms this
statement, and gives new insights on the impact of the penalty amount and amount earned from
bribing on firm value. Although I observe no relationship between the bribery amount and firm
value over time, [ found some correlation between the size of the penalty and the value of the firm,

and the amount earned and the value of the firm.



III. Methodology

To study these topics, I use a variety of techniques. I combine what the literature indicates about
these relationships with quantitative methods. I use heatmaps, scatter plots, and regression analyses
to quantitatively analyze the relationships among bribery, corruption, and terrorism. To study the
internal impacts of bribery, I perform an event study that looks at the impact of FCPA violation
announcements on stock prices over time, and regression analyses to measure the impact of
different bribery variables on the stock price. For both the external and internal impacts, I analyze
previous literature including research papers, government documents, terrorism books, and news
articles. Finally, I examine accounting publications, SEC releases, and FCPA databases to

understand how the bribery occurred and the most prevalent locations and industries for bribery.



IV. Results and Discussion

Background and Assumptions

To identify and quantify instances of bribery I examine counts of FCPA violation occurrences.
Although FCPA violation occurrences are only a subset of the total occurrences of bribery, they
provide a way to quantifiably measure bribery. Enacted in 1877, The Foreign Corrupt Practices
Act (“FCPA”) prohibits companies and individuals from bribing foreign officials to obtain or
retain business. The FCPA also contains accounting provisions requiring companies to keep
accurate books and records, and have adequate internal accounting controls in place. The SEC and
the DOJ are jointly responsible for enforcing the FCPA. The DOJ has both criminal and civil
enforcement responsibility, while the SEC only has civil responsibility. U.S. persons and
businesses, U.S. and foreign public companies listed on U.S. stock exchanges or who periodically
file with the SEC, and certain foreign persons and businesses while in U.S. territory all fall under
FCPA jurisdiction (U.S DOJ & SEC, 2014). As the purpose of this thesis paper is to examine the
impacts of bribery, I have chosen to leave out the details of the FCPA provisions; however, the

SEC has published a Resource Guide that provides more on this subject.!

Throughout this paper I recognize the terrorist organizations that the U.S. State Department and
Central Intelligence Agency recognize as current terrorist organizations. However, I do
acknowledge that the definition of terrorism varies by government and individual. Bruce Hoffman
in his book, Inside Terrorism, provides analysis over this topic if interested?. The list of terrorist

organizations | use can be found in the Appendix (See Exhibit 4 in the Appendix).

!'U.S. Department of Justice, & U.S. Securities and Exchange Commission. (2012). A Resource Guide to the U.S. Foreign Corrupt Practices Act.
Retrieved from https://www.justice.gov/criminal-fraud/fcpa-guidance

2 Hoffman, B. (2006). inside terrorism. New York: Columbia University Press


https://www.justice.gov/criminal-fraud/fcpa-guidance
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External Impacts

I begin by summarizing my findings on the external impacts of FCPA violations, specifically
looking at the relations among bribery, corruption, and terrorism. Although bribery is a component
of corruption and, therefore, shares a direct relationship, I want to study the incremental impact of
bribery on corruption after accounting for other factors. However, because corruption and bribery
impact each other in a cyclical relationship, quantitively capturing the incremental impact is
difficult. The relationship between corruption and terrorism is less definite; therefore, I want to
determine if there is any significant relationship. I use data analysis techniques and a synthesis of

previous literature to study this relationship.

1. Impact on Corruption

Data Analysis: Trend Mapping

The heatmaps below show that the countries with the highest number of occurrences of FCPA
violations (China, Nigeria, Indonesia, Iraq, Mexico, Brazil, India and Saudi Arabia) also rank as
some of the most corrupt countries in the world. The darker the color on the maps, the greater the
level of corruption and bribery. Both measures of bribery (count of occurrences and sum of bribery
money paid) emphasize this relationship. In this analysis, I use the Corruption Perception index
tracked by Transparency International. The index ranks 180 countries by their perceived levels of
public sector corruption (Transparency International, 2017). For the measures of bribery, I
aggregate data from the FCPA Digest publications (Burke et al., 2018) to create my own bribery
indexes. I also include exhibits listing the count of violation occurrences by country and sum of
the amount of bribery money paid by country in the Appendix (See Exhibit 1 and 2 in the

Appendix).



Visualization 1: Heatmaps of Bribery and Corruption Levels

Heatmap: FCPA Occurrences by Country
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Data Analysis: Scatterplots

Scatterplot 1: FCPA Violation Occurrences by Corruption Index

FCPA Violation Occurrences by Corruption Index
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Scatterplot 3: Corruption Index by FCPA Violation Occurrences

Corruption Index by FCPA Violation Occurrences
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The scatterplots suggest a positive relationship between bribery and corruption. As the amount of
bribery increases, the level of corruption also increases. Scatterplots 1 and 2 indicate that
corruption levels are dependent on bribery levels. However, scatterplots 3 and 4 also indicate that
bribery is dependent on the level of corruption. I use the same indexes here as in the heatmaps.
However, after adjusting for other factors in a multi-variable regression, the evidence suggests that

there is no relationship between bribery and corruption as the p-values are larger than .05.

Data Analysis: Multi-Variable Regression

Chart 1: Factors of Corruption
Regression 1
Dependent Variable:

Corruption Levels
Independent Variables: t stat p value
Bribery as measured by count of FCPA Occurrences 0.68 0.501
Judicial Effectiveness -1.19 0.236
Government Integrity -4.30 0.000
Government Spending as % of GDP 3.24 0.002
Business Freedom -2.23 0.029
Investment Freedom -4.03 0.000
Overall F Value 62.25
F Significance 0.000
Regression 2
Dependent Variable:
Corruption Levels
Independent Variables: tstat p value
Bribery as measured by amount of bribery money paid 1.03 0.305
Judicial Effectiveness -1.54 0.127
Government Integrity -4.35 0.000
Government Spending as % of GDP 3.36 0.001
Business Freedom -2.14 0.035
Investment Freedom -4.09 0.000
Overall F Value 63.27

F Significance 0.000
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For regression 1 and 2, I use the Index of Economic Freedom published by the Heritage
Foundation. For twenty-five years this index has measured the impact of liberty and free markets
around the globe (The Heritage Foundation, 2018). The bribery and corruption indexes are the

same as the ones above.

The multi-variable regression indicates that other factors, more than bribery, contribute to
corruption levels. The relation between corruption and bribery is not statistically significant at
conventional levels. Whereas, the other variables are statistically significant as predictors of
corruption. A strong relationship exists between government integrity, government spending as %
of GDP, business freedom, investment freedom and corruption levels. The multi-variable
regression concludes that if judicial effectiveness levels decrease, government integrity levels
increase, government spending as a % of GDP decreases, business freedom levels decrease, and/or
investment freedom levels increase, then corruption levels go up. The p values for these variables
are strong at .000 to .035, which means the identified factors are capturing a significant amount of

the variation in corruption levels.
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Chart 2: The Impact of Corruption on Bribery

Regression 3
Dependent Variable:
Bribery as measured by count of FCPA Occurrences

Independent Variables: t stat p value
Corruption Index 2.45 0.016
Ease of Doing Business -1.16 0.249
Overall F Value 3.22
F Significance 0.045

Regression 4

Dependent Variable:
Bribery as measured by amount of bribery money paid

Independent Variables: tstat p value
Corruption Index 2.34 0.022
Ease of Doing Business -0.62 0.539
Overall F Value 3.59

F Significance 0.032

Regression 3 and 4 use the Corruption Perceptions index (Transparency International, 2017) and
the Ease of Doing Business index published by the World Bank (The World Bank, 2018). The
Ease of Doing Business ranks countries on a scale of 1 to 190 by taking an average of its component
indicators. The component indicators include starting a business, dealing with licenses, hiring and
firing, registering property, getting credit, protecting investors, paying taxes, trading, enforcing

contracts, and closing a business (The World Bank, 2018; Djankov et al., 2005).

On the other hand, the multi-variable regression indicates that corruption levels impact the amount
of bribery occurring in a given country. The p values are 1.6% and 2.2%. I include the Ease of

Doing Business index because I theorized that the ease of doing business in a country would impact
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bribery levels; however, the regression indicates there is not a strong relationship between the two.

The overall F statistic for these regressions is also strong at 3.22 and 3.59.

After statistically examining the relationships between bribery and corruption, I determine that
corruption impacts bribery; however, I cannot conclude that bribery has a significant incremental
impact on corruption. Another reason this model indicates no relationship is because a 2-stage
least squares is needed to properly analyze this relationship because the variables are endogenous.

However, this is beyond the scope of this research paper.

Literature Analysis

The literature and logic offer evidence of the impact of bribery on corruption. As multiple sources
define bribery as a type of corruption, if bribery increases, then the overall level of corruption
should increase (Carson, 2015; UK Department for International Development, 2015). Congress
also enacted the FCPA in response to the effect of bribery on corruption. Furthermore, in the FCPA
Resource Guide, the SEC specifically cites corruption as one of the impacts of bribery (U.S. DOJ

& SEC, 2014).

The literature also agrees with the regression of corruption to bribery. Baughn argues that a firm’s
propensity to engage in bribery is impacted by: (1) the level of corruption in a multinational firm’s
home country; (2) whether a firms’ countries were signatories of the Organization for Economic
Cooperation and Development (OECD) anti-bribery convention; and (3) whether those countries

traded heavily with wealthier nations (Baughn et al., 2010).
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il. Impact on Terrorism

Data Analysis: Trend Mapping

The heatmaps below show the overlapping relationship of corruption and terrorism. The darker
the color of the country, the higher the level of corruption, impact of terrorism, or count of terrorist
organizations in that country. The countries with the highest count of terrorist organizations
(Afghanistan, Pakistan, Syria, India, Lebanon, Egypt, and Turkey) also rank as some of the most
corrupt countries in the world. Visualization 2 depicts the Corruption Perceptions index
(Transparency International, 2017), Terrorism Impact index, and Terrorist Organizations index.
The Institute for Economics and Peace compiles the Terrorism Impact index, which is based on
data from the Global Terrorism Database. The Global Terrorism Database tracks terrorist incidents
(Global Terrorism Index 2017). I aggregate data from the CIA World Factbook (CIA, 2018) and
the U.S. State Department Bureau of Counterterrorism’s Country Reports on Terrorism (U.S. State
Dept., 2017) to compile the Terrorist Organization index. The Appendix also displays a chart of
the count of terrorist organization by country and a list of all the terrorist organizations included

in the Terrorist Organization index (See Exhibit 3 and 4 in the Appendix).
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Visualization 2: Heatmaps of Corruption and Terrorism Levels

Heatmap: Corruption Index by Country

Map based on Longitude (generated) and Latitude (generated). Color shows sum of Corruption Index. Details are shown for Country.
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Data Analysis: Scatterplots

Scatterplot 5: Corruption Index by Terrorist Organization
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Scatterplot 5 suggests a strong relationship between corruption and the amount of terrorist

organizations operating in a given country. However, after running a multi-variable regression, I

find the relationship between corruption and terrorism less definite. I use the same indexes as in

the heatmaps above.
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Data Analysis: Multi-Variable Regression

Chart 3: Factors of Terrorism

Dependent Variable:

Terrorism Levels
Independent Variables: t stat p value
Corruption Index 1.03 0.309
Judicial Effectiveness 1.28 0.212
Safe Havens 0.99 0.330
Infrastrucutre 0.89 0.378
Overall F Value 1.47
F Significance 0.235

In this regression analysis, I use the Corruption Perceptions Index (Transparency International,
2017), the Judicial Effectiveness index from the Index of Economic Freedom (Heritage
Foundation, 2018), an index of terrorism safe haven countries I created from data published by the
U.S. State Department Bureau of Counterterrorism (U.S State Dept., 2017), and the Logistics

Performance Index (The World Bank, 2018).

According to the multi-variable regression, none of the theorized factors share a strong relationship
with terrorism, as none of the p values are close to 5%. Although the literature indicates these
factors play a role on the existence of terrorist organizations, the data does not indicate this. This
could be for several reasons. First, the number of terrorist organizations operating in different
countries is small, so that affects the ability of a regression analysis to prove a relationship. Second,
since | aggregate the data at a country level, instead of by regions within a country, the data is
unable to capture the true trends in the data. This is because terrorist organizations operate in small

regions within a country. However, the data is not readily available at this level.
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Literature Analysis

This section synthesizes the literature written about corruption and terrorism. Although the data
analysis did not prove a relationship between corruption and terrorism, the literature offers
evidence of a relationship. Therefore, I rely on the literature to prove the strength of this

relationship.

I identify five major themes of corruption throughout the literature: providing an environment ripe
for exploitation, eroding trust in legitimate governments, providing an environment conducive for

operations, acting as a financing enabler, and disabling the fight against terrorism.

Provides an Environment Ripe for Exploitation

One of the main reasons corruption fosters terrorism is because of the environment it creates for
terrorist organizations to exploit for recruitment. For example, in Yemen, widespread corruption
led to unequal distribution of wealth and the absence of public services. Al-Qaeda in Yemen
(AQAP) used this failure of the state as part of its recruiting message, and twisted the situation in

its message to where jihad remained the only solution (Shelley, 2014).

Corruption also impacts opportunities for young males to find legitimate jobs, which provides
motivation to join terrorist organizations. Corruption decreases legitimate employment
opportunities by impeding economic growth and depriving the economy of necessary capital
(Shelley, 2014). Research shows that corruption negatively affects economic growth by distorting
tax collections, public expenditure levels, and government spending composition (Shera, 2014).
Researchers also estimate that corrupt government officials have misappropriated and sent billions

of dollars overseas. These officials often siphon off money from loans made by multinational
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organizations; however, the state still pays interest on these loans, which further deprives the

economy.

High population growth then adds to this issue of fewer legitimate jobs available. Research
indicates that high population growth combined with economic factors such as low income,
inequality, and poverty serve as preconditions for terrorism (Coccia, 2017). South Asia and the
Middle East provide evidence of this relationship. The growing number of youths compounded
with the pervasiveness of corruption created a breeding ground for terrorist recruiting (Shelley,

2014).

Erodes Trust in Legitimate Government and Legitimizes Terrorist Organization

Not only does corruption serve as a recruiting advantage, but it also provides legitimization for the
organization’s existence. Analysts for the New York Times, in 2017, report how al-Shabab did not
attempt to derail the election process in Somalia because the process was so corrupt it made the
militants look upstanding by comparison (Hussein et al., 2017). In the Philippines, as of 2016,
citizens see collaboration with the Abu Sayyaf as prestigious and lucrative because of the high

levels of mistrust in the government and military from the endemic corruption (Whaley, 2016).

However, the main reason corruption legitimizes the existence of terrorist organizations is because
corruption impacts the state’s ability to supply social services to its citizens. Jose Ugaz, chair of
Transparency International, comments how “with corruption there’s no sustainable development.”
Corruption impacts economic growth, which denies the most marginalized groups equitable access
to healthcare, education, water, and sanitation. Researchers estimate that cross-border corruption,
foreign bribery, tax evasion, and related illicit financial flows deprive developing countries of

around U. S. $1.26 trillion per year (Transparency International, 2017). Nonstate actors, such as
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terrorist organizations, step in to fill this void created by corruption. In return, citizens pledge their

allegiance to terrorist organizations, instead of the government (Shelley, 2014).

Hizballah, the “FARC” (Fuerzas Armadas Revolucionarias de Colombia), and Hamas, provide
examples of the effect of corrupt regions on legitimizing the operations of terrorist organizations.
For example, the FARC evolved from a guerrilla movement to one of the largest and most well-
funded militant organizations because of the limited capacity of the Colombian government to
provide basic social services and protection. Joining the FARC offered a viable option for people
to earn a reliable source of income and escape extreme poverty. The FARC, at its height, also
supplied a multitude of services such as vocational schools, health clinics, and infrastructure

through road paving (Shelley, 2014).

Similarly, Hizballah, as part of its social wing, ran free hospitals and schools. In fact, Imam Musa
Sadr (a Lebanese Shiite) started Hizballah in 1974 as a social organization called “the Movement
of the Deprived” (Harakat al-Mahrumin) to combat the economic and social woes in Lebanon.
Later, the organization added a military wing and evolved into one of the most dangerous terrorist
organization today. Hizballah’s social service wings served a dual role of legitimizing and
promoting terrorist activities. Hizballah also used these wings as outlets for recruiting young

soldiers and dispersing their message about the importance of jihad (Ehrenfeld, 2011).

Likewise, researchers estimate that in the early 2000s, the terrorist organization, Hamas spent 95
percent of its resources on its social welfare programs. As a result, Hamas won seats in parliament
and become an accepted political party in Lebanon. However, Hamas is different from a governing
political power because Hamas engages in terrorist activities outside of its social welfare endeavors

(Shelly, 2014).
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Provides a Conducive Environment for Terrorist Operations

Case studies of several terrorist organizations provide evidence of the impact of corruption on
providing a conducive environment for terrorist operations (Freeman, 2016). As President George
W. Bush said, “Poverty does not make poor people into terrorists and murders. Yet poverty, weak
institutions, and corruption can make weak states vulnerable to terrorist networks and drug cartels

within their borders” (Ehrenfeld, 2011).

For example, Islamist groups in the 1990s spread rapidly throughout Albania because of the
widespread corruption and weak legal infrastructure. Islamic NGOs (Non-governmental
Organizations) specifically used the pretense of supporting the poor economy of Albania to
infiltrate the area. The Albanian government also lacked the resources to monitor the NGOs and
extremist groups’ operations and financing flows, which made Albania a desirable location.
Albania’s permissive environment allowed for radical Islamist organizations and affiliated NGOs

to operate and recruit (Freeman, 2016).

Al-Qaeda also prospered from the weakened central government in Yemen. According to a report
presented to the Senate Committee on Foreign Relations in 2015, the weakened environment in
Yemen enabled terrorist groups, such as al-Qaeda, to infiltrate and build their operations bases
(U.S. Congress House Committee on Financial Services Task Force to Investigate Terrorism

Financing, 2015).

Venezuela provides another example of how corrupt environments facilitate terrorist activities.
Celina Realuyo, a Professor of Practice at the William J. Perry Center for Hemispheric Defense
Studies, at a hearing before the U.S House of Representatives Task Force to Investigate Terrorist

Financing in 2016, discusses how corruption is a critical enabler to illicit networks:
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Illicit networks enjoy operating in ungoverned or weakly governed spaces where state
control and oversight are lacking or can be comprised. While they may not necessarily
aspire to topple and replace governments, they seek officials vulnerable to corruption who

can facilitate illicit activities in certain geographic areas (Realuyo, 2016).

This is indicative of the situation in Venezuela and other terrorist hotspots. In Venezuela,
investigations found that the corrupt officials involved with cocaine smuggling, also maintained
strong ties with Hizballah and the FARC. These two terrorist organizations exploited the
corruption rampant in the Venezuelan state to advance their agendas and finance operations (U.S.

Congress House Committee on Financial Services Task Force to Investigate Terrorism Financing,

2015).

In Africa and the Philippines, terrorist organizations also prospered from their weakened
environments. As of 2011, terrorist organizations operated hospitals in Africa, which gave them a
legitimate reason to obtain visas. However, the terrorists used these visas to infiltrate other
countries and spread their operations (Ehrenfeld, 2011). Similarly, newspaper reporters cited
crime, endemic corruption, and poverty as fuel for the continued kidnappings by the Islamist

fighters (in the Philippines) in 2016 (Whaley, 2016).

As a Financing Enabler

Corruption also facilitates the funding of terrorism. Corruption provides an environment conducive
for fundraising and hiding the flow of funds. For example, in the 2000s, Iraqi insurgent groups
profited from the country’s permissive environment and poor economic state (Freeman, 2016).
Currently, the Transparency International Corruption Index ranks Iraq as the fourth most corrupt

country in the world (Transparency International, 2017). Although oil revenues account for a high
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percentage of government revenue and exports, a significant portion is reportedly stolen annually
(UNDP, 2015). Researchers estimated in 2006 that insurgent groups raised between $25 and $100
million per year from oil-smuggling. The weak banking sector also enabled insurgent groups to
raise, spend, and transfer funds. Iraq’s banking infrastructure lacked oversight and regulation, and

relied heavily on patronage (Freeman, 2016).

The underground economy in Afghanistan provided a similar model for obtaining revenues for the
Taliban. The corrupt sector of the Afghanistan economy is beyond the reach of state control and
legitimate institutional regulation. This offered a revenue source, as well as a channel for financial
transactions. In 2007, researchers estimated that the Taliban earned $100 million from taxing
opium farmers for laboratory protection and convoy escort/security for product transit. Unofficial
exports from Afghanistan to Pakistan were also valued at $1 billion in 1999 with the Taliban

receiving between $36 and $75 million (Freeman, 2016).

As discussed earlier, corruption decreases the ability of the state to provide for its citizens;
therefore, terrorist organizations employ social welfare wings. According to Matthew Levitt, “if
authorities are serious about cracking down on terrorist financing. They must focus on the
purportedly political and social-welfare ‘wings’ of terrorist groups—because it is there that the

fundraising, laundering and transferring takes place” (Ehrenfeld, 2011).

Finally, bribery by public companies provides financing opportunities for terrorist organizations.
Currently, the Justice Department is investigating General Electric, Johnson & Johnson, Pfizer,
Roche Holding A. G., and AstraZeneca for their involvement with providing free medical supplies
and services in exchange for contracts with the Iraqi Ministry of Health. At the time, the Mahdi
Army controlled the health ministry. The Mahdi army subsequently used the free samples to fund

attacks by selling the samples on the black market. A lawyer for the plaintiffs further stated that,
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“Iranian-backed terrorists have used corruption at the Iraqi Health Ministry to help fund their

terrorist operations in Iraq since at least 2004 (Gardiner, 2018).

Disables the Fight against Terrorism

The fifth reason corruption impacts terrorism is its disabling power on the fight against terrorism.
Mr. Buhari, the president of Nigeria, addresses this issue in a 2015 speech, “Corruption has
shredded our economy, and funds to train and equip our soldiers had been embezzled, leaving
them incapable of fighting Boko Haram” (Ukamaka, 2015). Furthermore, Transparency
International estimates that Nigeria has lost around 400 billion USD to corruption since 1960

(Transparency International, 2017).

Similarly, in Iraq, rampant corruption within their national security forces impacted their ability to
fight the ISIS advance (Pring, 2015). Dhiaa al-Assadi, the head of the Sadrist bloc in the Iraqi
parliament, states, “the reason why we have ISIS is the corruption in the political process, the
inability of the government to protect Iraqi borders, and the inability of successive governments to
deal with extremism” (Vogt et al., 2015). Investigations, in 2015, found the government security
forces ineffective for several reasons. First, the practice of nepotism lead to inexperienced
generals, and missing or poor-quality equipment. Second, payroll corruption cost the Iraqi
government an estimated $380 million per year, as the government paid over 50,000 ghost
employee salaries. Third, the rampant corruption not only hindered the national security force, but
it also benefited ISIS. Investigations found that army generals sold military supplies on the black

market to militant groups such as ISIS (Pring, 2015).
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1ii. Section Wrap-Up
After conducting data analysis and reviewing the literature, I determine there to be a relationship
present between corruption, bribery, and terrorism. The extent of the relationship, although harder

to prove through data analysis, is evident throughout the literature.
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Internal Impacts

Next, [ summarize my findings about the internal impacts of bribery on firm value. I measure the
internal impacts using two different methods: an event study and regression analyses. The event
study examines the impact of FCPA violations on the stock price over-time, while the regression

analyses estimate the effect of the bribe and penalty size on the stock price.

1. Impact on Firm Value

Event Study

To examine the stock price impact, [ use an event study. Event studies analyze the market reaction
to firm-specific and market-wide events. Furthermore, event studies measure the impact of a
change in conditions on the value of a firm (Wharton Research Data Services). In this case, I assess

the impact of an announcement of a FCPA violation on the stock price.

An event study produces an abnormal return (“AR”). The abnormal return is the difference
between the actual return on time (t) and the expected return of the stock: ARii= Rix — E(Riy)
(Sitthipongpanich, 2011). I calculate the expected returns using both market-adjusted and market-
model methods. A market-adjusted model uses the market return (Schimmer, 2012) and assumes
all stocks on average generate the same rate of return to obtain the expected return: E(Riy= Ry
(Sitthipongpanich, 2011). Whereas, the market-model considers the firm’s individual CAPM
(Capital Asset Pricing Model) risk by multiplying the market return with the firm’s beta:
E(Ri,p=aitPiRm,. . The abnormal returns are then aggregated to calculate the cumulative abnormal

return (“CAR”): CARit= ) AR (Sitthipongpanich, 2011),


https://www.nasdaq.com/investing/glossary/e/expected-return
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Each method has some pros and cons. The market-adjusted model is a simpler model and does not
consider the individual firm’s risk. The market-model, although it is more sophisticated, may lead

to making assumptions that are not true. Therefore, I ran the event study using both methods.

In this event study, I use only the returns from firms with FCPA violations that paid bribes or
received fines greater than 1% of their net income, registered as public companies with a consistent
history of returns, and received the violation after 2000. I exclude firms with bribes or fines less
than 1% of net income because I observe no relationship between the bribery or fine amount and
the CAR below that range (this is discussed in more detail in the size relevance section, see Chart
6 specifically). A consistent history of returns is also important in order to calculate an accurate
expected return. The more data inputted into the model, the more accurate the expected return will
be. Finally, I cut-off firms with violations pre-2000 because of the slower reaction time of the

market. Therefore, I use 85 out of the 200 firms with FCPA violations.

Visualization 3: Immediate Impact of FCPA Violations on Firm Value

Cumulative Abnormal Return Cumulative Abnormal Return
Market Adjusted Market Model
1% 1%

1%
0%
-30 -10-19

0%

-3%
Days Days
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Chart 4: Daily Time Periods with Statistical Evidence

. . Mean Abnormal  Generalized Sign Z Statistical
Time Period (Days) CAR Test Significance

Market Adjusted Method

(0,15) 1.23% 2.187 0.05
Market Model Method

(-30,-2) -1.46% -1.574 0.10

(-1,0) 0.61% 1.361 0.10

(0,15) 1.39% 1.798 0.05

(0,30) 0.68% 1.579 0.10

Using the Generalized Sign Z test, I observe statistical significance of .10 under the market model
method for the time period of day -30 to -2, day -2 to 0, and day 0 to 30. I also observe statistical
significance of .05 for the time period of day 0 to 5 for both the market model and market adjusted
method. Therefore, I can rely on the event study outputs to form my conclusions about the impact

of FCPA violations on stock prices immediately preceding and following the announcement.

Conclusions

Two important trends stand out; first, the stock prices drop before versus after the announcement
of an FCPA violation. Second, the stock prices rebound after the announcement. At first, this seems
unusual since the DOJ and SEC do not reveal FCPA investigations prior to the violation
announcement. However, it is possible that information leaks prior to the announcement. Company
personnel and other related parties are usually aware of a DOJ or SEC investigation because the
agencies subpoena records as part of their investigation process. Therefore, investors, although
unaware about the specifics of the investigation, may be aware of an investigation prior to the
announcement. This might explain why I observe a significant decrease in the stock price prior to

the announcement. Stock price increases after the DOJ and SEC reveal the announcement may be
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attributable to resolution of uncertainty. Investors price uncertainty, so when the DOJ and SEC
announce the investigation and penalty, the market reacts positively instead of negatively to the

news perhaps because uncertainty about the penalty is resolved.

Another reasonable explanation is the timing difference between the announcement date and when
the announcement became public knowledge. For some of the smaller violations, the FCPA
violation announcement did not make it into the major news outlets. This means that investors may

not have reacted immediately if at all to the announcement of the violation.

Visualization 4: Long-term Impact of FCPA Violations on Firm Value

Cumulative Abnormal Return Cumulative Abnormal Return
Market Adjusted Market Model

8% 2%
6%

CAR

-4% -8%
Months Months
Cumulative Abnormal Return Cumulative Abnormal Return
Market Adjusted Market Model
10% 10%
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A

“ 20%
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Chart 5: Monthly Time Periods with Statistical Evidence

) : Mean Abnormal ~ Generalized Sign Z Statistical
Time Period (Months
ime Period (Months) CAR Test Significance
Market Adjusted Method
(0,6) 7.07% 2.967 0.01
(0,12) 3.69% 1.439 0.10
, . () . .
(0,24) 1.93% 1.439 0.10
(0,60) -1.42% 1.875 0.05
Market Model Method
(0,6) 4.03% 2.583 0.01
(24,60) -23.47% -1.508 0.10

Under the Generalized Sign Z test, I observe statistical significance of .01 and .10 under the market
model for the time periods of month 0 to month 6, and month 24 to 60, respectively. For the market
adjusted method, I observe statistical significance of .01, .10, and .05 for the time periods listed
above. The market model shows more variance in the abnormal returns from month 6 to 24;
therefore, I cannot conclude with statistical support the cumulative abnormal return using this
model over this time window. However, I can rely on the market model and market adjusted model
outputs from month 0 to 6, 0 to 60, and 24 to 60 to form my conclusions about the impact of FCPA

violations on stock prices over-time.

Conclusions

Over the long-run, companies with FCPA violations experienced significant, negative
performance compared to their expected return. This performance could be for several reasons.
First, the company may have lost key partnerships and revenue sources as a result. In addition to
fines, companies may also face significant collateral consequences, including suspension or
debarment from contracting with the federal government, cross-debarment by multilateral

development banks, and the suspension or revocation of certain export privileges (U.S. DOJ &
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U.S SEC, 2014). In a recent article about Odebrecht, the FCPA Blog discusses how Odebrecht is
struggling to make its bond payments after being debarred from many countries across three

different continents. (Thomas, 2018).

Alternatively, the FCPA violation could impact the firm’s reputation and investor sentiment. Since
stock prices are a factor of perceived future company performance, investor sentiment also plays
a role in the stock price. The stock price of the firm is equal to the sum of future cash flows of the
firms divided by the discount rate. A growing perpetuity can be used to find the implied value of
a firm: P = Do (1+g) / r-g. In this case, P = implied value/price of a firm, Do = current dividend
paid, g = growth rate of the dividends, and r= discount rate. If investors believe the cash flows to
be riskier in the future, they will use a higher discount rate. A higher discount rate decreases the
implied price of the firm by increasing the denominator. Therefore, if investors think the company
will have future poor performance, the stock price will drop independent of actual expenses

incurred and economic consequences faced by the company.

Investors may be weary of future performance and assign a higher discount rate for several reasons.
First, investors may think the company makes poor and risky investment decisions by engaging in
the illegal behavior. Second, investors may consider the ability of the company to perform riskier,
without its ability to bribe. As well, investors may be skeptical of past performance because of the
impact of bribery on profitability. They may assume past performance to be inflated and not a
good indicator of performance in the future. Lastly, they may be skeptical of internal controls and

the soundness of operating performance.

However, the effect lags and the negative performance trend starts after month 24. This suggests
that investors become weary after observing performance following the violation. Therefore,

investors may observe declining or varied performance, and the announcement was not the reason
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for the drop price in the stock. Instead, the results following the announcement lead to the drop in

the stock price

The third reason could be that after the violation, the company invests heavily in internal controls,
which drives up expenses. One of the primary goals of FCPA enforcement actions is preventing
reoccurrence of the misconduct. Therefore, one of the consequences could be enhanced
compliance and reporting requirements along with an independent compliance monitor, in some
cases, to develop an effective compliance program. (U.S. DOJ & U.S SEC, 2014). These expenses
were not previously accounted for in the valuation of the firm, so when the firm has to significantly
alter its expenses to sales ratio this could impact the valuation of the firm. However, generally
investing in internal controls is seen as a positive net present value project, which would increase
not decrease the value of the firm. However, investors may have previously thought the internal
controls of the firm were strong and after the FCPA announcement this perception changes.
Therefore, investing in internal controls should still increase the value of the firm; however, the

value first decreases to account for the fact that internal controls were not strong in the first place.

Regression Analysis

Next, [ use regression analysis to examine the relationship among bribery amount, penalty amount,
and amount earned from bribing on firm value. I choose the dependent variable to study as firm
value (measured by the CAR) and the independent values as bribery amount, penalty amount, or

amount earned.

I use securities with available data on bribery amount, penalty amount, and earned amount. More
securities had information available about the bribe and penalty amount than the amount earned.
In all the regressions, I exclude firms from the selection with an independent variable that was low

(less than 1% of net income). I exclude these securities because I observe no relationship between
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the CAR and independent variables if the independent variable was less than 1% of net income
(See Chart 6 below). I also exclude firms with a high penalty amount to net income (over 500%)
and amount earned to net income (over 250%). This is because I observe a different relationship
between the CAR and independent variables if the independent variable exceeded these limits, and
I want to capture the relevant trends in the data. One reason was that the large percentages relate
to having an abnormally small amount of net income reported, versus having an abnormally large
bribe, penalty, or amount earned. In fact, most of these firms recorded negative gross profit
percentages. Another reason was that the negative impact on the dependent variable decreases
exponentially, which affects the linear regression analysis results. For example, a majority of the
excluded securities that reported positive gross profit, the CAR was also negative. The average
CAR was 7%, -3%, -23%, and -17% at 30 days, 6 months, 12 months, and 24 months, and the
count of negative CARs ranged from 1-4 out of 5. Therefore, I include 44 securities in the
regressions of bribery amount, 57 in the penalty amount, and 39 securities in the earned amount.
Below, I include visualizations of the regression charts, summarize the results in a chart, and

provide a written explanation.
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Chart 6: t stat And p values for the Excluded Lower Values

t stat p value

Lower (0-2%) - Amount Bribed
1 Day -1.14 0.258
3 Days -0.54 0.594
30 Days 0.39 0.697
6 Months 1.41 0.164
12 Months 0.66 0.511
24 Months 0.56 0.575

Average p value 0.466
Lower (0-2%) - Amount Fined
1 Day -0.02 0.981
3 Days 0.33 0.747
30 Days 1.27 0.214
6 Months -0.39 0.702
12 Months 0.55 0.583
24 Months 0.24 0.809

Average p value 0.673
Lower (0-5%) - Amount Earned
1 Day -0.76 0.451
3 Days 0.50 0.622
30 Days -1.06 0.297
6 Months -0.23 0.824
12 Months -0.88 0.384
24 Months -0.29 0.771

Average p value 0.558
Upper (50-2000%) - Amount Earned
1 Day -0.02 0.984
3 Days 0.65 0.529
30 Days 1.55 0.157
6 Months -0.23 0.824
12 Months -0.31 0.765
24 Months -0.11 0.916

Average p value 0.696
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Visualization 5: Regressions of Amount Fined as a % of NI by CAR from Day 1 to month 24
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Visualization 6: Regressions of Amount Fined as a % of NI by CAR from Day 1 to month 24
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Chart 7: Regression Outputs of Amount Bribed, Fined, and Earned as a % of NI to CAR

stock price mvmt stock price mvmt

t stat p value x variable w/10% A indep. w/25% A indep.
Amount Bribed
1 Day -0.704 0.485
3 Days -0.635 0.529
30 Days -1.018 0.315
6 Months 0.238 0.813
12 Months -0.149 0.882
24 Months -0.308 0.759
Amount Fined
1 Day 2092 0.041 0.082% i 0.21% !
3 Days 1.204 0.234 0.055% F 0.14% |
30 Days 0.035 0.972 0.004% 0.01%
6 Months -1.266 0.211 -0.504% [; -126%  [B
12 Months -1.661 0.102 -0.983% 2.46% [
24 Months 1742 0.087 [1.452% K 3.63%
Amount Earned ,
| Day -1.143 0.260 -0.114% [ﬂ -0.28% k
3 Days 0.017 0.986 0.002% | 0.01% 5
30 Days -1.959 0.058 -0.938% ; -2.35%
6 Months 2.418  0.021
12 Months -1.271 0.212 b.16%
24 Months -1.550 0.130 -10.
Conclusions

Overall it appears the amount of the bribery paid per net income did not affect the stock price of
the firm. Whether a firm paid a small bribe or a large bribe relative to their net income, the stock
price was unaffected. Therefore, this independent variable is irrelevant as a measure and I did not
include it in the results summary chart. These results are also in line with what previous studies

conclude about the affect of the amount of bribery on the stock price of a firm.

However, I observe a linear relationship between the peanlty amount per net income and the stock

price at day one and past one year. At day one, I observe a positive relationship, where an increase
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in the size of the penalty led to an increase in the observed return. However, at twelve months and
twenty-four months after the annoucement of an FCPA violation, I observe a negative linear
realtionship. Although these relationships are not statistically significant at conventional levels, I
include the results as the values were close to being statistically significant, and there were
limitations to my data. As my data sample was small, it limits my results. Having a couple outliers
throws off the linear regression and with a bigger sample this effect would be immaterial.
Therefore, I cannot conclude there is a strong relationship, but it also does not indicate there is no

relationship.

Another trend was the increase in the x variable over time. The x variable conveys the magnitude
of the relationship, and is used to help predict the impact of the independent variable on the
dependent variable. In this case, for every 1% change in the penalty amount per net income, the
stock price at day one increased by .008% and at year two decreased by .145%. Therefore, if the
penalty amount per net income increased from 1% to 11% (an increase of 10%) a .08% increase
and a 1.45% drop in the stock price should be observed over a one-day and two-year period. The
results summary chart above summarizes the predicted stock movements for a 10% and 25%
change in penalty amount per net income. However, it is important to note the x variable is only
reliable as a measure if the p-value is close to 5%, and only the day one test has a p value of close
to 5%. I include the results of the x variables as some of the p values were close to being statistically

significant; however, I cannot determine these values with statistical proof.

I observe a similar relationship between the amount earned per net income and stock price of the
firm. I also observe more statistical evidence between these variables. At thirty days to twenty-
four months after the annoucement of the FCPA violation, the stock price and amount earned

shared a negative relationship. I can determine the bolded values with statistical proof or the values
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are close to being statistically significant. My results were also limited again by my data sample.

If I had more data, I believe the negative trend would be more supportable.

Again, I observe the x variable to be increasing as the time horizon increased. At one day versus
twenty-four months after the annoucement of the FCPA violation, the coefficient was -0.011 as
compared to a -0.415. The predicted stock price movement associated with a 10% and 25% change
in the independent variable (amount earned per net income). Again, the x variables are only reliable

if the p value of the test is close to 5%.

11. Section Wrap-Up

From performing the event study, I conclude that FCPA violations impact firm value over-time.
The regression analysis then indicates no relationship between the size of the bribe, amount earned,
or penalty on firm-value. Although I could not statistically prove a relationship, the regression
indicates there could be a relationship between the penalty or amount earned on firm-value given
more data. These results have different implications for regulators, management, and shareholders,
which I discuss in the implications and conclusion section. Before that, however, I briefly discuss

my third topic: understanding how for the future.
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The Future: Understanding How
After establishing bribery’s external and internal impacts, I next explore how companies recorded
the bribery transactions on their books, the most prevalent industries for bribery, and the most

common internal control deficiencies associated with FCPA violations.

1. The Mechanics
In the past, companies used a variety of intermediaries to execute these transactions involved with
bribing public officials. The following is a list of the different type of intermediaries that
companies used from the most prevalent to the least:

e Agents/ Employees

e Third-party intermediaries

e Outside consulting or marketing agencies

e Subsidiaries

e Tax officials and custom brokers

e Subcontractors

e Shell companies

Then, depending on the type of intermediary used, the companies recorded the bribery transactions
differently on their books. The most common type of accounting treatment used was inflating the
contract price and commission payments to company agents or employees. However, if the
company used third-party intermediaries, the company recorded the transactions under various
expenses such as “third-party facilitator expenses.” Sometimes the companies paid the bribes out

of third-party books. Whereas, if the company used outside consulting or marketing agencies, the
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29 ¢¢

company recorded the transactions as “reimbursement for promotional expenses,” “commission
payments to consulting firms,” or “cash service fees.” Then, if the company used subcontractors,
the company recorded the transactions as fees to subcontractors and sometimes used false invoices
for back-up documentation. Companies utilized similar techniques if they created shell companies.
Companies recorded wage payments to fictious marketing advisors in shell companies and used
false invoices for back-up documentation. Sometimes the company recorded the bribe payments,
independent of which intermediary the company used, as random extra costs such as “after-sales

2 ¢¢

service fees,” “discretionary costs,” “business development costs,” “special handling charges,”
“deal fees,” or “equipment costs” with false documentation. Finally, companies erroneously ran

public officials’ personal expenses such as travel, entertainment, or various convention expenses

through their books as company expenses (Urofsky, 2017).

il. Industry Analysis

Visualization 6 depicts the industry breakdown of FCPA violation occurrences. After analyzing
the industries, it is evident that the oil and gas, healthcare, industrial goods, and consumer goods
industries are the most vulnerable to bribery. Therefore, management and regulators should closely

monitor these industries for occurrences of bribery (Urofsky).
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Visualization 7: FCPA Occurrences Industry Breakdown

uOil & Gas

FCPA Occurrences Industry Breakdown

u Consumer Goods

B Acrospace/Defense

15%

4%

o
! 13%

® Industrial Goods

Financial Healthcare

u Technology ® Basic Materials ® Conglomerates

B Communication Services B Transportation | Services/Utilities

Chart 8 connects each industry with the top bribery locations for that industry. I order the locations

by most prevalent to moderately prevalent. Therefore, regulators should monitor oil and gas

companies in Nigeria and Angola more closely for bribery than oil and gas companies operating

in other countries not listed, such as the United States or Canada (Urofsky).

Chart 8: Most Prevalent Locations for Bribery by Industry

Industry

Locations

Oil & Gas
Industrial Goods

Healthcare
Consumer Goods
Technology
Services/Utilities
Aerospace/Defense
Basic Materials
Financial
Transportation
Conglomerates
Comm. Services

Nigeria, Angola, Iraq, Kazakstan, Mexico, Venezuela

China, Iraq, India, UAE, Bangladesh, Brazil, Egypt, Indonesia, Mexico,
Nigeria, Saudi Arabia, Thailand

China, Brazil, Mexico, Poland, Russia, Greece, Iraq, Romania
China, Iraq, India, Indonesia, Argentina, Thailand

China, Honduras, Mexico, Nigeria

China, Indonesia, Angola, Thailand, Saudi Arabia

China, Indonesia, Bangladesh, Brazil, Egypt, Iraq

Indonesia, Angola, Iraq, Nigeria,

Indonesia, Kazakhstan, Pakistan

Brazil, Angola, Azerbaijan, Mexico, Nigeria, Panama
Mexico, Argentina, Saudi Arabia, Venezuela

China
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1il. Internal Control Structures

The FCPA requires companies to have adequate internal controls in place because of the key role
they play in detecting and preventing acts of bribery. In the past, some of the most common internal

control deficiencies included (Urofsky):

e Failure to maintain an adequate internal control system to detect and prevent the improper

payments
e Management override
e Improper back-up documentation for discretionary expenses

e Failure of the legal department to review contracts, agency agreements, and payment

requests
e Creation of fictional accounts in company books by local departments or subsidiaries

e Improper segregation of duties, where departments or agents had both authorization and

recording ability
e Payment of invoices without proper documentation

e Improper due diligence and background investigations, as the consultants were often hired
for duplicate services, had no relevant experience in the industry, and were friends or

family of high-ranking government officials
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I'V. Implications and Conclusion

When I first started my research, I was interested in two questions: what are the external impacts
associated with bribing and how effective is the FCPA as a deterrent? After presenting my findings

above, [ now wrap-up my paper with my conclusions and implications of my research.

Although a relationship between bribery, corruption, and terrorism was harder to prove through
regression analysis because of the cyclical nature of the relationship, the multivariate regressions
did provide other key insights. The multivariate regression concludes that government integrity,
government spending as % of GDP, business freedom, and investment freedom are statistically
significant as predictors of corruption levels. Therefore, resources may be better allocated to

improving these factors versus targeting bribery levels.

However, the literature indicates that bribery reinforces corruption, and corruption reinforces
terrorism and bribery. Corruption is a more complex issue to battle as it is often ingrained
culturally, socially, and politically and manifests itself in many different forms depending on the
region, enacting government, and other moving factors (Ehrenfeld, 2011). Therefore, to stop this
cycle, regulators can target bribery. Bribery provides a tangible target, whereas the other factors
(government integrity, government spending, business and investment freedom), like corruption,
are ingrained in the culture and society. Combatting these factors will require substantially more

resources as well as partnerships with the local societies to affect change.

Finally, a key difference I discuss in the beginning of the paper is the difference between the total
occurrences of bribery and FCPA violations. I use FCPA violations as a way to measure bribery
in my paper; however, part of the equation is missing when ignoring that difference. FCPA

violations attempt to control bribery levels by preventing public companies from fulfilling
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contracts by bribing. However, it is likely that the public officials will find another company to
fulfill their contracts and pay the bribes. The company may either not be under FCPA jurisdiction,
or the company believes the benefits outweigh the costs. In the latter situation, the FCPA does not
serve as an effective deterrent. Therefore, the FCPA may not have a significant impact on bribery
levels. However, the FCPA does provide other benefits. The FCPA increases confidence and
fairness in U.S. businesses and the U.S. economy. The FCPA also has accounting provisions

requiring adequate internal controls, which can improve the integrity of financial statements.

My second question was if the FCPA is an effective deterrent. Past research indicates that the
benefits of bribery outweigh the costs, and firms operating under market conventions will engage
in these bribery transactions. This is mainly because of the low probability of being caught.

Therefore, I chose to focus on the internal risk associated with bribing.

The event study statistically proves that firms with FCPA violations perform worse compared to
their expected performance given the firm’s pervious performance and overall market
performance. Some firms were even struggling to sustain operations because of losing key
partnerships and revenue sources after debarment charges. Although I could not statistically prove
a relationship between the size of the bribe, penalty, and amount earned, the regression indicated

there could be a relationship between the penalty or amount earned on firm-value given more data.

My paper seeks to bring awareness to the external and internal risks associated with bribery.
Previously, stakeholders may not have been aware of the indirect effects of these decisions on
external factors such as terrorism. However, disregarding external impacts, shareholders may still
be satisfied with their management’s decision to bribe because it will most likely be a positive net
present value project given the low probability of being caught. This suggests two things. First,

the FCPA is a necessary regulation because firms operating in the market, following the principles
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of fiduciary duty, will not always sacrifice shareholder value for ethical choices. Secondly, the

FCPA may not currently be a strong enough deterrent.

To address the FCPA’s weaknesses as an effective deterrent, regulators could address a couple
issues. The first issue is the low probability of being caught. To address this issue, increased effort
from all governing bodies is needed. The PCAOB and FASB could work to implement standards
for public companies that reflect my findings in the third section, the future: understanding how.
Auditors could also be trained to recognize the typical accounting mechanics, industries, and
internal control deficiencies associated with bribing. This would provide more immediate controls,
as FCPA cases require substantial resources, time, and evidence. A bigger fine is then associated
with these violations. Therefore, this solution would be beneficial for all stakeholders: lower fines,
increased monitoring, and decreased time to stop bribery and implement effective internal controls.
However, sometimes auditors will not be able to detect and prevent bribery. Therefore, FCPA

cases shall serve as a primary deterrent measure.

The second issue is the low fine amounts associated with FCPA violations. As companies grow
even bigger in market capitalization, fines that used to serve as an effective deterrent no longer
carry the same weight. The average market capitalization of firms with FCPA violations is 38
billion, while the average fine is only 92 million. On a percentage basis, the median penalty being
3.43% of annual net income and only 0.17% of market capitalization. Therefore, to impact firms’

decisions to pay bribes, the penalties need to be higher.

In total, bribery provides a tangible target for combatting corruption and terrorism. However,
FCPA violations may only slightly impact bribery levels. Therefore, other approaches may be
necessary if regulators are aiming to decrease corruption and terrorism. Stakeholders should also

be aware of the unintentional consequences of bribery, and the effect on shareholder value if caught



51

and enforced with action. Then, as the FCPA does not currently serve as a strong enough deterrent,

regulators should implement other actions, such as increased monitoring and penalties.
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Exhibit 1: Count of FCPA Occurrences by Country
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Exhibit 2: Amount of Bribery Money by Country

Amount of Bribery Money by Country
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Exhibit 3: Count of Terrorist Organization by Country
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Exhibit 4: List of Terrorist Organizations

R N O N S R

17

18
19
20
21

Terrorist Organization
Abdallah Azzam Brigades

Abu Sayyaf Group
Al-Agsa Martyrs Brigade
al-Nusrah

al-Qa'ida

Jama'at Nusrat al-Islam wal-Muslimin
al-Shabaab

Ansar al-Islam
Ansar al-Shari'a
Ansaru

Army of Islam
Asbat al-Ansar
Aum Shinrikyo
Boko Haram

New People's Army
HAMAS

Haqqgani Taliban Network

Harakat Sawa’d Misr
Harakat ul-Jihad-i-Islami
Harakat ul-Mujahidin
Hizballah

Acronym
AAB

ASG
AAMB

INIM
AAI
AAS
AAA

AUM

NPA

HON

HASM
HUJI
HUM

Size
Unknown
400
300
5,000 - 10,000
Inspiration size

Unknown
5,000
Unknown
Unknown
Unknown
100

650

1,500
5,000
4,000
5,000

400- core,
10,000- total
Unknown
500

50

30,000 -
50,000

Home Locations
Lebanon

Philippines

Syria

Afghanistan, Algeria, Libya,
Mali, Pakistan, Saudi Arabia,
Tunisia, Yemen

Mali
Uganda, Ethiopia, Somalia
Iraq
Tunisia
Nigeria
Gaza Strip
Lebanon
Japan
Nigeria
Philippines
Gaza Strip

Pakistan

Egypt

Bangladesh, India, Pakistan
India, Pakistan

Lebanon

VIII

Foreign Locations
Gaza Strip, Syria

Gaza Strip, Lebanon
Lebanon, Turkey

Bangladesh, Egypt, India,
Syria, Turkey

Niger
Djibouti, Kenya
Syria

Egypt

Russia
Chad, Niger

Algeria, Egypt, Qatar, Turkey,
West Bank

Afghanistan

Afghanistan
Afghanistan
Argentina, Israel, Syria



22
23
24
25

26

27
28
29
30
31
32
33
34
35
36
37
38

39
40
41
42
43

Hizbul Mujahideen
Indian Mujahedeen
ISIL - Libya

ISIL Sinai Province

ISIS

Islamic State's Khorsasan Province

ISIS - Jemaah Anshorut Daulah
Islamic Jihad Union

Islamic Movement of Uzbekistan
Jaish-e-Mohammed

Jaysh al Adl

Jaysh Rijal al-Tariq al Nagshabandi

Jemaah Islamiyah

Jund al-Khilafah

Kahane Chai

Kata'ib Hizballah
Kurdistan Workers’ Party

Lashkar i Jhangvi

Lashkar-e Tayyiba

Liberation Tigers of Tamil Eelam
Liwa al-Thawra

Mujahidin Shura Council

HM
™M

ISIL
ISIL

ISIS

ISIS-K
JAD
U
MU
JEM

JRTN
JI
JAK
Kach
KH
PKK

LJ
LT
LTTE

MSC

Unknown
Unknown
6000

500- home,
200- foreign

12,000 -
15,000

1500 - 2000
Unknown
100-200
200-300
500
Unknown
1,000

500 - 5,000
Unknown
50

500

3,500 - home,

1,000 - foreign

300

5,000
Unknown
Unknown
500

India
India
Libya
Eygpt

Algeria, Bangladesh, India,
Indonesia, Lebanon, Malaysia,
Mali, Niger, Nigeria, Philippines,
Russia, Saudi Arabia, Somalia,
Syria, Tunisia, Turkey, Yemen

Afghanistan
Indonesia
Afghanistan, Pakistan
Afghanistan

India, Pakistan
Iran, Pakistan

Iraq

Indonesia, Malaysia
Tunisia

West Bank

Iraq

Iraq

Pakistan
India, Pakistan
India, Sri Lanka

Egypt
Gaza Strip

Nepal

Gaza Strip

Chad, Iraq, Singapore

Pakistan

Afghanistan
Afghanistan

Philippines, Singapore
Syria

Iran, Syria, Turkey
Afghanistan

Afghanistan

Syria

IX



44

45
46
47

48

49

50
51
52

National Liberation Army

Palestine Islamic Jihad
Palestine Liberation Front

Popular Front for the Liberation of
Palestine

FARC

Revolutionary People's Liberation
Party
Shining Path

Tehrik-e-Taliban Pakistan
The Caucasus Emirate

ELN

PIJ
PLF
PFLP

FARC

DHKP/C

SL
TTP
IK

1,500 armed,
unknown
supporters

1,000
50-500
500

10,000 -
15,000

75

300
5,000
Unknown

Colombia

Gaza Strip
Gaza Strip
Gaza Strip

Colombia

Turkey

Peru
Afghanistan
Russia

West Bank
Lebanon, Syria, West Bank
Lebanon, Syria, West Bank

Pakistan



Exhibit 5: Bribery, Fines, and Amount Earned by Company

Company

AB Volvo

ABB

ABB

AGA Medical Holdings
AGCO

Akamai

Akzo Nobel

Alcatel

Alcoa

Alere

Allianz SE

Alstom

Analogic/ BK Medical
Anheuser-Busch InBev
Aon

Aon
Archer-Daniels-Midland
Company

Armor Holdings
AstraZeneca

Avery Dennison
Corporation

Avon Products
BAE Systems
Baker Hughes
Ball Corporation
BellSouth

Biomet

Year

2008
2010
2010
2008
2009
2016
2007
2010
2014
2016
2012
2014
2016
2016
2011
2011

2013

2006
2016

2009

2014
2010
2007
2011
2002
2012

Total
bribery

6,206,331
2,700,000
1,246,726
480,000
5,900,000
187,500
279,491
9,800,000
111,200,000
275,000
650,626
75,000,000
20,000,000

865,000
6,235,000

22,000,000
4,600,000

81,000

8,000,000
228,500,000
15,500,000
106,749
60,000
1,536,000

Fined

19,602,649
86,834,262
16,405,416
2,000,000
19,907,393
671,885
3,781,513
138,873,200
384,000,000
13,023,885
12,396,423
772,290,000
14,904,962
6,008,291
16,309,020
16,309,020

54,238,979

15,980,744
5,522,000

518,470

135,013,013
400,000,000
44,078,015
300,000
150,000
22,855,731

Amt Earned

87,000,000
100,000,000
69,560,109
13,500,000

8,884,087
454,700,000
3,300,000
5,315,649
4,000,000,000

1,840,200

100,000,000
7,100,000

1,250,218

200,000,000
208,000,000

Bribery
/NI

0.56%
0.16%
0.07%
10.23%
2.74%
0.49%
0.02%
0.58%
34.16%
0.27%
0.01%
8.32%
120.63%

0.10%
0.70%

1.67%
8.75%

0.04%

2.51%
24.88%
2.58%
0.04%
0.00%
1.70%

Fined/
NI

1.76%
5.06%
0.96%
42.62%
9.26%
1.77%
0.30%
8.24%
117.97%
13.02%
0.24%
85.67%
89.90%
0.10%
1.84%
1.84%

4.12%

30.40%
0.12%

0.24%

42.43%
43.55%
7.34%
0.10%
0.00%
25.30%

Earned/

Rev

0.26%
0.33%
0.23%
7.90%

0.05%
2.27%
0.22%

0.00%
24.88%

0.02%

0.19%
0.81%

0.02%

0.87%
1.74%

Bribery/
Market
Cap

0.08%
0.01%
0.01%
0.06%
0.20%
0.00%
0.00%
0.14%
0.24%
0.01%
0.01%
7.45%
1.94%
0.00%
0.01%
0.01%

0.08%

0.24%
0.00%

0.00%

0.20%
0.32%
0.06%
0.00%
0.00%
0.01%

Fined/
Market
Cap

0.25%
0.17%
0.17%
0.27%
0.67%
0.01%
0.02%
2.02%
0.85%
0.38%
0.20%
76.73%
1.44%
0.00%
0.11%
0.11%

0.19%

0.82%
0.02%

0.01%

3.31%
0.57%
0.17%
0.01%
0.00%
0.20%

XI

Earned/

Market

Cap
1.11%
0.19%
0.19%
1.82%
0.00%
0.00%
0.04%
6.63%
0.00%
0.10%
0.08%
397.41%
0.00%
0.00%
0.01%
0.01%

0.35%

0.36%
0.00%

0.03%

0.00%
0.28%
0.81%
0.00%
0.00%
0.00%



Biomet

Bio-Rad Laboratories
BNY Mellon
Braskem
Bristol-Myers Squibb
Bruker

Chevron

Chiquita Brands
International

Comverse Technology
Con-Way

Daimler

Delta & Pine Land
Company

Diageo
Diagnostics Products
Corporation

Diebold

El Paso Corporation
Eli Lilly

Embraer

Faro Technologies
Fiat

FLIR System

Flowserve
General Cable

General Electric
GlaxoSmithKiline

GlobalSantaFe

Goodyear Tire & Rubber
Company
Halliburton

Helmerich & Payne

2012
2014
2015
2016
2015
2014
2007

2001

2011
2008
2010

2006
2011
2005

2013
2007
2012
2016
2008
2008
2015
2008

2016

2010
2016
2006
2015

2017
2009

7,500,000

250,000,000

230,938
20,000,000

30,000

536,000
417,000
56,000,000

43,000
2,700,000
1,623,326

1,750,000
5,500,000

11,730,000
553,163
4,400,000

820,246
13,000,000

3,600,000

469,400
3,200,000

3,705,000
185,673

30,483,105
55,000,000
14,800,000
957,000,000
14,692,000
2,399,969
30,000,000

100,000

2,808,501
300,000
185,000,000

300,000
16,373,820
4,788,622

48,172,942
7,732,363
29,398,734
205,533,381
2,950,943
17,809,142
9,504,584
10,574,225

75,751,592

23,478,614
20,000,000
5,858,165
16,228,065
29,200,000
1,375,681

35,100,000

3,048,056,101

19,193,911

1,250,000

1,900,000,000

61,000,000

281,000,000
420,000,000
83,816,476
4,900,000
59,000,000
56,679,643
8,922,457

51,000,000

18,400,000

33,774,484

14,000,000
320,604

7.68%

141.91%

0.46%
0.15%

0.04%

0.70%
0.73%
1.04%

0.13%
0.10%
3.19%

3.34%
2.31%

3.84%
5.59%
0.85%

0.36%
265.31%
0.03%

0.14%
1.68%

0.43%
0.07%

33.75%
56.34%
0.76%
543.22%
0.44%
4.75%
0.22%

0.14%

3.68%
0.52%
3.43%

0.88%
0.58%
9.41%

92.01%
3.25%
1.10%
67.28%
29.80%
3.45%
6.83%

4.68%
1545.95
%
0.19%
0.29%

1.79%
8.52%

3.40%
0.51%

2.21%

30.74%

1.95%

0.10%

1.20%

0.40%

10.28%
3.69%

1.75%
2.54%
0.07%
5.69%
0.25%

1.28%
0.01%

1.74%

0.07%
0.02%

0.01%
0.26%
0.00%
3.42%
0.00%
0.01%
0.01%

0.04%
0.03%
0.08%

0.00%
0.00%
0.11%

0.08%
0.05%
0.00%
0.08%
0.20%

0.00%
0.03%

1.38%

0.00%
0.00%
0.00%
0.04%

0.01%
0.00%

0.20%
1.91%
0.03%
13.08%
0.01%
0.07%
0.02%

0.20%
0.02%
0.26%

0.02%
0.01%
0.33%

2.29%
0.06%
0.05%
1.44%
1.05%

0.25%
0.36%

8.07%

0.01%
0.01%
0.04%
0.18%

0.07%
0.03%

0.00%
1.22%
0.00%
41.65%
0.00%
0.58%
0.00%

0.09%
0.00%
2.65%

0.00%
0.03%
0.00%

13.33%
3.48%
0.00%
0.59%
1.74%

1.46%
0.31%

5.43%

0.01%
0.00%
0.25%
0.00%

0.03%
0.01%
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Hewlett-Packard
Hitachi

IBM

IBM

Ingersoll-Rand
Innospec

Invision Technologies
ITT Corp

Johnson and Johnson
Johnson Controls
JPMorgan Chase & Co.
Kellog Brown & Root

Key Energy
Koninklijke Philips
Electronics

Las Vegas Sand Corp

Layne Christensen
Company

Lucent Technologies
Magyar Telekom
Maxwell Technologies
Mead Johnson Nutrition

Micrus

Mondelez International
(Kraft Foods)

Monsanto Co

NATCO Group

Nature's Sunshine
Products

Nexus Technologies
Noble Corporation
Nordion

Nortek

2014
2015
2013
2013
2007
2010
2003
2009
2011
2016
2016
2009
2016

2013
2016
2014

2006
2011
2011
2015
2005

2010

2005
2008

2009

2004
2010
2013
2015

14,510,000
10,500,000
207,157
4,500,000
1,515,845
8,600,000
203,000
200,000

4,900,000
35,000,000
180,000,000
284,000

62,000,000
1,000,000

10,000,000
15,346,042
2,789,131
2,070,000
355,000

50,000
45,000

1,000,000
150,000
74,000

235,043
290,000

108,222,474
19,000
10,000,000
300,000
6,720,987
264,523,905
1,917,704
1,678,650
70,066,316
14,362,561
264,523,905
579,000,000
5,000,000

4,515,178
15,960,000
5,127,193

2,500,000
95,171,491
14,350,890
12,030,000
450,000

13,000,000

1,500,000
65,000
600,000
11,200
8,090,000
553,950
322,058

100,000,000
5,600,000,000
52,000,000
250,000,000
19,092,210
571,019,735
41,300,000
4,000,000
166,662,481
99,833,755
35,000,000
6,000,000,000
125,000,000

3,900,000
4,000,000,000

5,600,000
7,770,000

500,000
2,973,000

0.75%
2.22%
0.00%
0.04%
0.20%
22.58%
0.58%
0.05%

0.55%
0.26%
152.22%
0.57%

6.14%
5.70%

0.34%
6.21%
20.23%
0.40%
5.88%

0.00%
0.27%

13.61%
2.79%
0.02%

0.51%
0.74%

5.60%
0.00%
0.09%
0.00%
0.90%
694.59%
5.44%
0.43%
0.67%
1.62%
1.93%
489.64%
9.97%

0.26%
1.58%
29.22%

0.08%
38.51%
104.10%
2.30%
7.45%

0.42%

0.13%
0.39%

8.17%

0.21%
1.83%
1.21%
0.82%

0.21%
6.35%
0.06%
0.27%
0.16%
83.19%
16.37%
0.07%
0.29%
0.31%
0.04%
75.18%
10.46%

0.60%
30.96%

5.32%
0.23%

60.96%
0.13%

0.05%
0.00%
0.00%
0.00%
0.01%
1.77%
0.04%
0.00%
0.00%
0.01%
0.01%
5.91%
0.04%

0.00%
0.15%
0.53%

0.14%
0.61%
0.01%
0.29%

0.00%

0.00%
0.01%

0.75%
3.04%
0.00%

0.04%
0.04%

0.41%
0.00%
0.00%
0.00%
0.05%
54.45%
0.34%
0.02%
0.04%
0.04%
0.09%
19.00%
0.78%

0.01%
0.04%
2.72%

0.85%
3.14%
0.08%
0.37%

0.02%

0.01%
0.02%

0.45%

0.23%
0.09%
0.11%
0.05%

0.38%
2.02%
0.03%
0.03%
0.15%
117.53%
7.22%
0.04%
0.09%
0.26%
0.01%
196.93%
19.48%

0.00%
0.00%
2.07%

0.00%
1.23%
0.05%
0.00%

0.00%

0.00%
0.00%

0.00%

10.14%
0.03%
0.00%
0.00%
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Novartis
Novo Nordisk

Nu Skin Enterprises, Inc.

Och-Ziff Capital
Management Group

Odebrecht and Braskem

Oracle
Orthofix International

Orthofix International
Parametric Tech/ PTC

Parker Drilling Company
Pfizer/Wyeth

Pride International
Qualcomm

RAE Systems

Ralph Lauren
Corporation

Rockwell Automation
Royal Dutch Shell
SAP

Schering-Plough

Schnitzer Steel Industries

SciClone
Pharmaceuticals

Siemens
Smith & Nephew

Stryker Corporation
Technip

Telia Company

Tenaris

2016
2009
2016

2016

2016

2012
2012
2012

2013

2013
2012
2010
2016
2010

2013

2011
2010
2015
2004
2006

2016

2008

2012
2013
2010

2017
2011

1,437,946
154,000

104,150,000

1,038,000,00
0
2,200,000

317,000

1,000,000

1,250,000
2,000,000
2,000,000

400,000
538,000

1,500,000
3,500,000
145,000
76,000
1,905,000

1,400,000,00
0

9,400,000
2,200,000
183,500,000

330,000,000
32,140

23,720,104
18,030,145
765,688

412,100,856
3,390,625,33

7
2,000,000

7,445,701
6,119,375
28,162,000
11,760,000
41,399,994
56,125,000
7,500,000
4,214,024
882,000
2,761,091
48,149,459
3,700,000
500,000
15,225,201

12,826,000

800,002,000

22,226,799
13,283,523
338,000,000

965,603,972

8,928,338

26,400,000

440,000,000

1,038,000,000

6,700,000
4,900,000

11,800,000
3,050,000

13,000,000

3,000,000

5,615,682
14,000,000
3,700,000

700,049,307

4,200,000,000

7,500,000

6,000,000,000

23,404,217,86
9

0.06%
0.13%

85.85%

589.19%

0.04%
6.53%

27.51%

5.89%
0.02%
0.83%

7.36%
0.15%

0.24%
0.02%
0.01%
0.01%
5.89%

26.47%

2.03%
0.25%
61.60%

18.79%
0.00%

0.29%
0.71%
0.66%

339.711%

1924.60
%
0.03%
153.40%

126.07%
774.80%

55.45%
0.40%
23.43%
0.23%
77.59%

0.24%

0.45%
0.28%
0.14%
0.06%
47.09%

206.38%

15.13%

4.79%
1.49%
113.47%

54.98%
0.94%

0.27%

42.34%

10.47%

0.03%
1.29%

3182.74
%
0.51%

0.75%

5.55%

0.10%
0.00%
0.02%

39.13%

4.43%

0.11%
68.13%

188.07%

0.00%
0.00%
0.01%

17.32%

14.19%

0.00%
0.04%
0.04%

1.00%

0.00%
0.03%
0.00%
0.42%

0.01%

0.01%
0.00%
0.00%
0.00%
0.21%

0.00%

2.02%

0.02%
0.01%

0.85%
0.00%

0.01%
0.06%
0.03%

68.52%

46.34%

0.00%
0.98%
0.98%

28.17%

0.02%
0.97%
0.01%
4.40%

0.01%

0.03%
0.02%
0.00%
0.00%
1.69%

2.33%

1.16%

0.04%
0.05%

2.50%
0.02%

0.00%
0.08%
0.00%

73.16%

14.19%

0.00%
0.64%
0.64%

11.80%

0.00%
0.22%
0.00%
3.13%

0.00%

0.05%
0.01%
0.00%
0.00%
77.72%

0.00%

6.06%

0.00%
0.03%

60.54%
0.00%
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Teva Pharmaceutical
Industries

Textron

Tidewater Marine
International

Titan

Total

Transocean

Tyco International
Tyco International
Tyco International

Tyson Foods

United Industrial
Corporation

Universal Leaf Tabacos
UTStarcom
Veraz Networks

Watts Water
Technologies

Weatherford
Wyeth

York International

2016
2007
2010

2004
2013
2010
2013
2013
2013
2011

2006

2010
2009
2009

2011

2013
2008
2004

519,279,172
765,534 4,685,040
1,760,000 18,671,362
3,500,000 28,479,195
60,500,000 398,200,000
813,000 26,500,000
26,811,509
50,000,001
488,479 26,811,509
350,000 5,214,477
337,679
1,800,000 8,981,276
7,000,000 3,000,000
40,500 300,000
3,576,606
14,923,284 152,790,616
218,876,624
1,197,000 22,032,880

221,000,000
21,345,916
6,620,000

98,000,000
147,000,000
6,000,000
10,500,000

1,153,500
10,949,288

5,300,000
11,500,000

233,000
2,700,000
363,441,706

51,700,000

0.20%
66.31%

4.40%
0.55%
0.62%

0.06%
0.06%

1.65%
14.86%
0.35%

5.23%

4.54%

153.38%
1.20%
703.49%

35.77%
3.63%
20.14%
3.05%
5.69%
3.05%
0.95%

2.84%

8.22%
6.37%
2.61%

8.25%

53.57%
8.03%
83.51%

1.79%
0.18%
0.70%

6.68%
0.09%
0.10%
0.04%

0.00%
0.04%

1.47%
0.45%

0.25%
0.23%
4.71%

1.28%

0.00%
0.00%

0.26%
0.04%
0.00%
0.00%
0.00%
0.00%
0.01%

0.00%

0.19%
2.47%
0.10%

0.00%

0.13%
0.00%
0.08%

1.41%
0.03%

2.08%
0.27%
0.12%
0.14%
0.14%
0.14%
0.08%

0.06%

0.93%
1.06%
0.72%

0.36%

1.28%
0.44%
1.54%

0.60%
0.12%

7.14%
0.10%
0.03%
0.05%
0.05%
0.05%
0.18%

0.93%

1.19%
0.00%
0.56%

0.27%

3.05%
0.00%
3.61%
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