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Did you know that 40% of suppliers in a recent 
survey1 believe that corruption in procurement 
is a moderate to major problem? And in 
another global survey,2 business partners are 
acknowledged as a key corruption risk, however 
it seems little is done to address this risk. 

Does your organisation have a Statement of 
Business Ethics that sets out the expectations 
of third parties? Explore the reasons for 
having one, and how to get it on the corporate 
agenda. Case studies and reference sources 
provide practical insights for audit practitioners 
and other governance professionals keen to 
champion their introduction.

Purpose of a Statement  
of Business Ethics
A Statement of Business Ethics details 
the way in which an entity interacts with 
third parties, and their expectations of how 
third parties do business with them. Third 
parties may include suppliers, contractors, 
government or any other external parties.

Why does my organisation 
need one?
For many public and private sector 
organisations, the greatest expenditure is 
supplier costs. These suppliers are in some 

cases managing significant risks on behalf 
of the organisation. While the service 
being carried out is the responsibility of 
the supplier, there is significant potential 
“reputation” risk to the organisation should 
a supplier fail to comply with the behaviours 
expected by the organisation. 

We reviewed a sample of financial 
statements for local and state government 
agencies within NSW as well as federal 
Australian public sector agencies which 
indicated that, on average, supplier expenses 
represent about a third of the expenditure 
budget, second to employee expenses. 

A recent Dow Jones survey2 (which 
surveyed executives from more than 300 
companies worldwide) identified that 
business partners (ie third parties) are 
acknowledged as a key corruption risk, 
however it seems little is done to address 
this risk. It further highlighted that only 56% 
of the companies surveyed had a business 
partner “code of conduct” in place.

Given the increasing reliance on third party 
suppliers, it is vital that expectations of how 
an organisation and its suppliers interact 
are clearly articulated at the start of the 
business relationship. In this global world, it 
is likely that an organisation’s suppliers may 
be located overseas, giving rise to possible 
differences in cultural and ethical values. 
For example, in some countries offering a 
bribe may be common practice, whereas in 
Australia it is not.

It should also be noted that there are 
fundamental differences between public 
and private sector responsibilities. Public 
sector officials are highly accountable to 
the general public as they are working 
for the public. While the principles and 
goals in relation to integrity, accountability 
and objectivity may be the same in both 
sectors, public sector officials are generally 
expected to have more stringent attitudes 
and behaviour. As such, some of the policies 
may differ between the sectors. The private 
sector also may not be aware of the core 
public sector values. For example, in private 
companies providing gifts, benefits and 

incentives is an accepted practice, whereas 
the same cannot be said for the public sector. 

An Independent Commission Against 
Corruption (ICAC) discussion paper noted 
that witnesses had often been heard 
explaining that they were unaware that it 
was inappropriate to give a public official a 
gift or benefit, a “loan” of money, or a bribe 
or “facilitation payment”. This could be due 
to cultural reasons or lack of experience in 
working with public officials.3

A Statement of Business Ethics is a 
fundamental tool for raising awareness  
and formally communicating an 
organisation’s expectations. It forms part  
of an organisation’s broader governance 
framework. It helps to ensure that the 
organisation’s relationships with its 
suppliers are fair, productive and transparent 
and that the organisation has ethical work 
practices. It sets the tone for relationships 
and sends a strong message about the 
organisation’s commitment to ethical 
behaviour. It also gives an opportunity for 
suppliers/contractors to raise concerns with 
an organisation if they feel they have been 
coerced by an employee of that organisation 
into unethical behaviour.

Importantly, there are benefits in dealing 
with organisations that are committed to 
operating ethically, in that all suppliers are 
dealt with in a fair, honest and transparent 
manner – on a “level playing field”.

An increasing number of local and state 
public sector agencies within NSW and a 
number of federal agencies are introducing 
Statements of Business Ethics to help 
enhance their integrity, transparency and 
accountability arrangements. These often 
draw on the better practices espoused by 
anti-corruption advocates such as ICAC in 
NSW, which published guidelines4 in 2004. 

The introduction of Statements of Business 
Ethics in these agencies is in part a response 
to increasing financial losses as a result 
of procurement fraud and corruption 
in dealings with suppliers, where the 
reputational damage has been enormous 
(see the case examples on pp 12-13). 

Emerging practices: 
Shaping a brand of integrity through a Statement of Business Ethics 
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The United Nations Convention Against 
Corruption, signed by Australia in 2003, 
also recommends the development of codes 
of conduct to help manage dealings and 
business relationships between private and 
public sectors. 

Furthermore, some organisations also have 
a legislative obligation to operate efficiently, 
effectively and ethically (for instance, a 
number of Australian government agencies 
have such obligations under the Financial 
Management and Accountability Act 1997). 

Bruce Turner (Audit Committee Chair and 
recently retired Chief Audit Executive at the 
Australian Taxation Office) provided the 
following insights on the importance of 
implementing a Statement of Business Ethics:

“The availability of a Statement of 
Business Ethics makes good business 
sense. It sends a strong message to the 
world about the entity’s commitment 
to fair and ethical business practices. 
In doing so, it helps to protect the 
entity’s reputation, and builds a brand 
of integrity. I’ve championed the 
introduction of Statements of Business 
Ethics at numerous entities over the 
last decade. They’re a practical way of 
adapting to the changing business risks 
as a consequence of globalisation and 
modern business practices. Managers 
nowadays often have less direct control 
over significant elements of their 
business operations and the service 
delivery culture as they rely more heavily 
on business models involving third 
party suppliers. The development and 
communication of the entity’s Statement 
of Business Ethics draws a clear line 
in the sand about the ethical values 
required of third parties.”

What is included in a 
Statement of Business Ethics?
Typically, a Statement of Business Ethics 
articulates what is and is not acceptable 
in dealings with the organisation. It should 
include the following:

• a statement outlining the organisation’s 
commitment to the Statement of Business 
Ethics and to operating ethically

• core values of the organisation 

• key business principles

• what the suppliers can expect from the 
organisation and what the organisation 
expects from them

• some guidance notes in relation to 
bribery; gifts, benefits and hospitality; 
travel and accommodation; conflicts  
of interest; confidentiality; ethical 
communications; secondary employment; 
post-separation employment; and other 
expectations in supplier dealings

• details on who to contact with regard 
to the statement and the raising of any 
concerns and disputes. 

The Statement of Business Ethics should be 
reviewed periodically (in line with the cycle 
of review for the organisation’s Code of 
Conduct, typically biennially) or when there 
are significant changes in the business, eg a 
merger or restructure. 

How does it link with an 
organisation’s Code of 
Conduct?
Most organisations articulate their values 
and acceptable corporate behaviour in a 
Code of Conduct or Code of Ethics for their 
employees. This may be complemented 
with a Board Code of Conduct. These 
documents are internally focused.

On the other hand, the Statement of Business 
Ethics is an external facing document that 
aligns with the existing internal codes to 
inform the broader community of the 
organisation’s commitment to operating 
ethically. It formally conveys to external 
suppliers the organisation’s values, 
practices and “public duty” obligations.  
It will establish the mutual expectations  
of both parties, particularly at the beginning 
of a business relationship.

Refer to Figure 1 for an illustration of the link 
between an organisation’s Code of Conduct 
and Statement of Business Ethics. 

Figure 1: Link between the Code  
of Conduct and Statement of 
Business Ethics

How can I implement  
it in my organisation?
Developing the Statement of Business 
Ethics is the first step, and implementing 
it is the second and more critical step.

Once the wording for the statement 
has been agreed with the organisation’s 
executive management team (and/or Board), 
it is vital to determine the communication 
and awareness strategies, both internally 
and externally.

The current NSW ICAC investigation into 
suspected procurement frauds involving 
over 100 NSW public authorities (Operation 
Jarek5) highlights the importance of the 
communication strategies for implementing 
the Statement of Business Ethics. Some of 
the allegations relate to the receipt of gift 
cards and other items provided by officials 
from companies as an “incentive” for the 
public authorities to continue to place orders 
and continue business relationships with 
these companies. We undertook a search of 
the websites of the public authorities under 
investigation and noted that 30% already 
have Statements of Business Ethics in place. 
However, it will be interesting to note if 
these were communicated effectively both 
internally to employees and externally to 
suppliers. The investigations are still continuing.

The following communication and 
awareness strategies should be considered 
for both internal and external stakeholders:
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• an awareness campaign throughout the 
organisation to ensure employees are 
aware of their ethical obligations with 
regard to external parties

• briefings for contract managers to stress 
the importance of compliance with the 
Statement of Business Ethics

• communicating with existing suppliers to 
make them aware of the organisation’s 
expectations regarding compliance with 
the Statement of Business Ethics. A copy 
should be provided to each supplier

• inclusion of the Statement of Business 
Ethics in all new tenders

• all new contracts should include 
provisions which require the contractors 
to comply with the statement

• the Statement of Business Ethics should 
be published on the organisation’s 
website to ensure ease of access. 

To demonstrate the importance of the 
organisation’s commitment to ethical 
behaviour, consideration should be given 
to having suppliers submit a declaration 
that they will comply with this statement 
and acknowledge their understanding of 
and commitment to the statement. This 
could be in the form of signing a copy of the 
Statement of Business Ethics as part of the 
contractual process.

To gauge the degree of accessibility of 
Statements of Business Ethics on an 
entity’s website, a random sample of over 
100 organisations operating in Australia 
and internationally was chosen across the 
different sectors. Research was limited to a 
search of the organisation’s website, as one 
would expect an externally focused policy 
such as a Statement of Business Ethics to 
be published on the organisation’s external 
website.

The percentage of organisations sampled 
that have easily accessible Statements 
of Business Ethics from their websites 
is illustrated in the graph below. The 
percentage of entities that do have this 
statement on their websites is still very low, 
which may suggest that not many entities 

have a Statement of Business Ethics in 
place. However, we cannot conclusively say 
that this is an indication of the percentage 
of organisations that have a Statement of 
Business Ethics.

Figure 2: Accessibility of Statements 
of Business Ethics

The following case examples (drawn from 
ICAC investigations) paint the picture of the 
broader consequences of operating in a 

manner that is inconsistent with an 
organisations values and business practices 
and highlights the importance of 
implementing and clearly communicating  
a Statement of Business Ethics to avoid 
conflicting ethical values.

Where to go for help?
There are several sources of additional 
information available to assist in 
implementing a Statement of Business 
Ethics in an organisation.

The NSW ICAC has produced a 
comprehensive guide on developing 
Statements of Business Ethics.4 

Some countries have signed a Convention 
Against Corruption with the United Nations6 
that recommends, among other things, 
the development of codes of conduct to 
manage dealings and business relationships 
between private and public sectors. 
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Case example 1

An individual worked at Integral Energy in the role of Contract and Supply Relationship 
Manager between 1997 and 2000. In 2001, his title changed to Contract and Tendering 
Manager, Commercial Services Division (Tendering Manager).

The Tendering Manager’s primary duties included letting of tenders for decommissioned 
electrical transformers. He would receive expressions of interest from a panel of preferred 
tenderers and would then, usually with a colleague, assess the tenders and select the 
successful tender. The selection was typically based on the highest price offered 
through the tender process. Once an offer was accepted, he would notify the successful 
tenderer and request the funds be made payable to an account “[Tendering Manager] 
the Administrator, Manager and Trustee for the Scrap Process”. He would subsequently 
deposit the funds into his own personal account. If requested, he would provide a 
receipt on Integral Energy letterhead, signed for and on behalf of Integral Energy. 

He continued this process over a two and a half year period, processing 19 transactions 
and appropriating an amount of $391,856. 

The NSW ICAC found his dishonest behaviour included fraud, theft, embezzlement, 
forgery and official misconduct and was therefore a breach of both the Independent 
Commission Against Corruption Act 1988 (NSW) and the Crimes Act 1900 (NSW). ICAC 
recommended (among other things) Integral Energy review and implement several 
policies and procedures, including the implementation of a Statement of Business Ethics.

Source: Investigation into the Conduct of an Officer of Integral Energy. Report. 
September 2003. Sydney: Independent Commission Against Corruption, 2003.
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In addition, a number of organisations, 
particularly in the public sector, already 
have in place a Statement of Business Ethics 
which can be used as a guide. See the 
Appendix for a list of public entity websites 
from which their Statements of Business 
Ethics can be accessed.

Conclusion
Leading entities have long had in place 
Codes of Conduct that set out the values 
and ethical expectations of their employees, 
board members, and other internal 
stakeholders. However, the business world 
is constantly changing, with emerging 
business models often involving third party 
suppliers.

Internal auditors, governance professionals 
and line management need to be in tune with 
these changing business practices. They 
especially need to be agile in responding to 
the inherent risks emerging from the changing 
landscape across traditional business, local, 
national and international borders.

As an internal auditor, governance 
professional or line manager, check first 

whether your entity has significant or 
business critical operations being performed 
by third parties. Second, determine 
whether your entity has a contemporary 
Statement of Business Ethics in place. If the 
responses are “yes” and “no” respectively, 
the guidance provided in this article can act 
as a starting point in building an excellent 
foundation that enables you to enhance 
your entity’s governance framework in 
consultation with your chief executive  
and/or audit and risk committee.

If you are a third party supplier, it makes 
good business sense to understand the 
“tone at the top” of your business partners. 
Check whether your business partners have 
a Statement of Business Ethics that is in 
tune with your own entity’s values. If not, 
this article provides insights that will help 
you to influence the foundations of an 
ethical relationship. 

In this global world, greater reliance is 
increasingly being placed on third parties, 
which makes it vital that expectations of 
how an organisation interacts with its third 
parties are clearly articulated. A Statement 
of Business Ethics is an excellent tool to 

promote good governance and ethical 
practices between an entity and its third 
party suppliers.

APPENDIX – Public sector entities 
with a Statement of Business Ethics

Local

Wollongong City Council:  
www. wollongong.nsw.gov.au

Parramatta City Council:  
www.parracity.nsw.gov.au

Darwin City Council: www.darwin.nt.gov.au

State

NSW Department of Premier and Cabinet: 
www.dpc.nsw.gov.au

NSW Department of Transport, Roads & 
Maritime Services: www.rta.nsw.gov.au

NSW Department of Corrective Services: 
www.correctiveservices.nsw.gov.au

Rail Corporation NSW (Railcorp):  
www.railcorp.info 

NSW Department of Education & 
Communities: www.det.nsw.edu.au

Integral Energy: www.integral.com.au 

Federal

Australian Taxation Office: www.ato.gov.au
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Case example 2

In August 2008, J (a businessman with limited understanding of English) submitted 
an expression of interest for the lease of a Strathfield Council property situated at 
Homebush. In September 2009, J was informed that his was the preferred submission, 
with further terms including the licence term and the licence fee to be negotiated. 
Throughout the negotiation process an interpreter was used but agreement on the 
terms of the licence agreement could not be reached. In December 2009, J gave the 
general manager of the Council a Christmas card containing $2,000. The agreement 
required the general manager’s sign off. J’s expectation was that the terms of the 
agreement would subsequently be negotiated in his favour. 

The Council had a Statement of Business Ethics in place at the time of this incident  
and it was determined that the issue arose due to cultural differences, coupled with a 
lack of communication or understanding on the part of J as his English skills were poor. 
As such, Strathfield Council amended its Statement of Business Ethics to provide clear 
guidance for all stakeholders, including those with limited English literacy skills.

Source: Investigation into the offer of a Corrupt Payment to an Officer of Strathfield 
Municipal Council. Report. May 2010. Sydney: Independent Commission Against 
Corruption, 2010.




