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Executive Summary

This report examines the design and implementation of Integrity Management Systems (IMS) across
five high-risk sectors: defence, critical infrastructure, healthcare, sports, and banking. Adopting a
meso-level analytical lens, we focus on the organisational practices that enable or constrain integrity
breaches. Our analysis explores how imbalances between systems emerge, the challenges and
opportunities of navigating their regulatory ecosystems, where and how they uphold ethical
standards, and where they test the boundaries of integrity. Accordingly, our case studies are as

follows:

e Defence industry — Leonardo S.p.A. (Italy): Transnational bribery allegations in India,
Indonesia, South Korea, and Panama triggered investor pressure and a compliance-heavy
reform of IMS (ISO 37001, stricter third-party controls, and whistleblowing upgrades), which

led to interactive learning and values-in-use lagging behind formal policy change.

e Critical infrastructure — Post Office Horizon IT system (UK): A belief in software ‘robustness’,
overreliance on technology, restrictive boundaries, weak diagnostics, and ritualised oversight
created a self-reinforcing loop that produced mass miscarriages of justice and high

remediation costs.

e Healthcare — Novartis Hellas (Greece): A multinational subsidiary leveraged a fragile
governance context to secure inflated prices via bribery. The compliance systems coexisted

with commercial routines that undermined integrity, while whistleblowers faced retaliation.

e Professional sport — Operation Zero / Clean Hands (Belgium): Existence of agent-mediated
payments and offshore structures exposed money laundering (ML) and match-fixing in
football. Amidst weak preventive IMS and minimal whistleblower protection, a new Anti-

Money Laundering (AML) perimeter and restrictions were introduced.

e Banking — Nordea Bank Abp (Finland/Baltic countries): Systemic AML failings allowed high-
risk, politically exposed persons (PEPs) and shell companies to operate. Although post-
enforcement remediation strengthened boundary and diagnostic controls, the durability of

belief and interactive rebalancing remains a governance test.
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These case studies function as critical incidents, providing a detailed lens through which to examine
specific regulatory frameworks and organisational configurations in relation to particular integrity
breaches. These include ineffective whistleblowing channels (in infrastructure and healthcare);
public procurement, where public and private interests collide (in defence, infrastructure, and
healthcare); abuse of authority and resources (in infrastructure); and money laundering (in sports and
banking). Furthermore, the cases allowed for an examination of ‘imported’ and ‘exported’ corruption.
For instance, the defence and health industries showed ‘exported corruption’ (i.e. firms from ‘cleaner’
jurisdictions bribing abroad). Conversely, the banking and sports sector demonstrated ‘imported’ risk,
facilitated by opaque capital flows and intermediaries. Building on these sectoral insights, the Post
Office Horizon IT scandal represents a profound failure in domestic governance, exacerbated by
vendor capture. This transnational perspective is helpful here, as it reveals the stark dichotomy

between a nation’s ‘cleanliness’ (de jure) and the de facto overseas corporate misconduct.

Our within- and cross-case analysis reveals how IMS functions in practice, identifying the real-world
mechanisms that enable or combat integrity failures and corruption. Our findings indicate a systemic
failure of one or more of the following elements. Belief integrity management systems are often
visible but symbolic, and have proven unreliable at disciplining day-to-day decisions under pressure.
Boundary integrity management systems are expanded policy sets (e.g. codes, due diligence, or
certifications) that leave grey zones around agents, political intermediaries, and data integrity.
Diagnostic integrity management systems are commercial key performance indicators (KPIs) that,
like classic diagnostic management systems, routinely outrank integrity-critical indicators (e.g.,
privileged access events, unresolved incidents, or third-party red flags). Finally, interactive integrity
management systems —the oversight forums designed to challenge prevailing narratives —proved
the weakest across all cases. This environment is one to confirm rather than question established
practices, with substantive challenge only occurring in response to external litigation or

enforcement.

Our cross-case analysis concludes in a set of actionable implications for policy and practice,

organised around five key issues, as follows:

e  Pursuing transnational regulatory alignment: Pairing domestic reforms with cross-
jurisdictional registries, establishing an EU-wide debarment, and building data-driven
integrity metrics creates a preventive, administrative tool that is simpler than the due
diligence directive, does not depend on foreign enforcement, and complementing existing

criminal laws.

e Mandate balanced systems: EU directives and national regulators should require that

organisations in high-risk sectors demonstrate a balanced use of IMS, not just diagnostic
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(e.g., KPIs) and boundary systems (e.g., rules and guidelines). Audits and supervisory reviews
should specifically assess the functionality of interactive (e.g., channels for strategic debate

on ethical risks) and belief (e.g., whether codes of ethics are culturally embedded) IMSs.

o Target reforms to sectoral vulnerabilities: Anticorruption policy must be sector-specific;
radical transparency can be appropriate for public-value sectors (e.g., defence, health), and
core incentives that embed compliance in private-value sectors (e.g., finance, sports) so that

profitability is tied to ethical conduct.

e Strengthen public procurement as a control surface: By mandating open-book access,
independent technical checks, and beneficial-ownership transparency on high-risk
contracts. In addition, rewarding quality over lowest price, and applying cross-border

debarment to serial foreign-bribery offenders.

o Build effective and protected whistleblowing policy: Providing safe external channels that
require and audit timely responses, publishing ‘learn-and-act’ logs, and ban funding that

deters advocacy.

¢ Build ‘Follow-the-money’ infrastructure: Treat laundering patterns as sector risks, require
end-to-end transparency across correspondent chains and agent payments, and run joint

analytics across FlUs/regulators, organisations, and banks.

Empirically, our cases show that policy on paper is insufficient when belief and boundary levers
suppress doubt, diagnostics are blinkered, and interactivity is merely ritualised. Conceptually,
applying an IMS lens reveals that post-scandal reforms often over-concentrate on boundary and
diagnostic levers while neglecting learning-oriented beliefs and interactive systems. Practically, we
provide a blueprint that treats procurement as a public—private bridge, reinforces whistleblowing as
an early warning system, and hardwires transparency into financial and contracting flows. Therefore,
our recommendations for policy and practice transcend the ISO 37001 certification, which focuses
solely on bribery, and call for the intentional design of a holistic IMS as the central task for converting

integrity from a policy aspiration into an operational capability in high-risk sectors.
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1. Introduction

11.  Report aims

This report examines the meso-level of corruption and anticorruption practice by exploring how
organisations behave within, and at times, beyond, the regulatory ecosystems of their host countries.
It investigates how organisations act with integrity, how they calculate or stretch the boundaries of
ethical conduct, and, most significantly, which Integrity Management Systems (IMSs) they might
adopt internally across five high-risk industries: defence, critical infrastructure, healthcare,
professional sports, and banking. We analyse in-depth five case studies — Leonardo, the Post Office
Horizon IT scandal, Novartis Hellas, Operation Zero, and Nordea Bank — to understand how different
configurations of IMS operate under varying regulatory, institutional, and sectoral conditions. Our
unit of analysis was the ‘case’, marked by a critical incident, which typically involved one central

organisation (e.g., Leonardo S.p.A., the UK Post Office, Novartis Hellas, Nordea Bank).

However, in one case (Operation Zero), it involves a constellation of organisations. By comparing
instances of both critical failure and emergent good practice, this document analyses the
relationship between formal systems and the behavioural norms they are meant to sustain,
identifying patterns of imbalance, ineffectiveness, or misalignment that give rise to integrity
breaches. In doing so, it aims to generate insights to enhance the design and implementation of
IMSs, particularly in high-risk sectors where public and private interests intersect and corruption risks

are transnational.

Rather than focusing solely on legal compliance or individual wrongdoing, our analysis centres on
organisational systems that shape conduct, structure decision-making, and mediate the tension
between public and private interests. This report thus aims to inform policy and institutional reform
by identifying not only where IMSs fail, but also where they begin to succeed, offering grounded
insights into how integrity can be meaningfully embedded in complex, transnational organisational

settings.

13

BRIDGE/}AP



i

12. Methodology

This report employs a multi-case study approach, which is particularly well-suited for theory-
inductive research. It bridges a key methodological divide, offering the potential for analytical
generalisation while retaining the interpretive depth of qualitative analysis (Stewart, 2012; Yin, 2009).
The iterative, comparative process inherent in this design facilitates cumulative learning, enabling the
identification of key underlying factors and complex, socially constructed causal mechanisms (Stake,
2003; Stewart, 2012). As Seawright and Gerring (2008, p. 105) affirm, the main advantage of case
study research is its “"depth of analysis”, providing “detail, richness, completeness, [and] wholeness”.
By examining multiple case studies, we extend the explanatory capacity of findings from a single

instance to a broader class of units (George & Bennett, 2005; Swanborn, 2010).

Given the explanatory nature of our research, a qualitative approach was selected to prioritise
analytical depth over breadth to ‘test’ and refine existing theoretical frameworks on integrity
management (Lodge & Stirton, 2006; Stewart, 2012). The central theoretical axis for selection is the
public-private value continuum, a dimension crucial to understanding integrity failures. It includes
corruption, widely defined as the abuse of public authority for private interest or the prioritisation of

individual needs over those of the collective (Bratsis, 2003; Mungiu-Pippidi, 2015).

To this end, a diverse case selection strategy was adopted (Seawright & Gerring, 2008) to ensure a
full range of variation along this continuum. The selected cases span sectors from public value-
dominant domains (defence and critical infrastructure) to private value-dominant domains (sports
and finance). Healthcare is included as a critical ‘contested terrain’ where public and private values

and interests are uniquely balanced (see more in the following section).

Data for each case study were compiled from a diverse range of secondary sources to construct
comprehensive and reliable accounts. This documentary analysis involved the systematic
examination of primary and secondary sources: (1) official documents (court rulings, prosecutorial
reports, legislative records, and UK Public Inquiry transcripts); (2) institutional reports (publications
from governmental bodies, non-governmental organisations, think tanks, and private sector
associations); and (3) media archives (coverage from national and international news sources in
Danish, English, Flemish, French, Italian, and Greek). A complete list of these documents is provided
in the references, with key sources cited throughout the report. We employed data triangulation
between these different source types to cross-verify facts, mitigate the potential bias of any single

source, and build a robust chain of evidence. This rigorous approach enhanced the internal validity
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and reliability of the case narratives, ensuring the subsequent cross-case analysis was built upon a

solid foundation.

1.3. Case selection rationale

The selection of sectors is aligned with the European Union’s 2024 report on corruption, which
identifies six high-risk areas: healthcare, finance, public procurement, defence/security,
construction/infrastructure, and sports (Persson et al., 2024). This document, discussed at the 2024
European Union (EU) Network Against Corruption meeting, will inform the EU's inaugural
anticorruption strategy, emphasising preventive measures and transnational action. The six high-risk
areas were designated based on their significant public impact and the following criteria: (1)
affecting a broad cross-section of populations, communities, employees, and consumers across the
EU; (2) having significant cross-border implications within the EU: (3) involving a wide range of
public institutions, private companies, professions and disciplines; (4) featuring most or all major
integrity failures; (5) having risen on the European and global anticorruption agendas; and (6)
interlinking with other areas where corruption is commonplace and damaging (Persson et al., 2024).
Our choice of sectors aligns well with these six high-risk areas, encompassing five sectors and one
that spans all sectors, connecting the public and private value domains. Indeed, by structuring the
allocation of collective resources through market mechanisms, public procurement constitutes the
bridge where public and private values converge, and where their tensions and potential for

corruption are most acutely negotiated.

Accordingly, the selected organisations represent public, private and hybrid ownership structures.
This approach is consistent with Dudau and colleagues (2023), who posit that the more public value
dominant a sector is, the more likely it is to be dominated by public sector organisations, while those
oriented towards private value are more suited to private sector operations, with healthcare and
education finding themselves often in the middle, with both public and private sector operators (see
Figure 1). These are important variations to document, and we intend to examine them in
organisational IMSs across countries and industries, which also resonates with Mungiu-Pippidi's

(2023) assertion that regulation must be sensitive to differences along these axes.
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FIGURE 1: INDUSTRIES AT HIGH RISK OF CORRUPTION ACROSS A PUBLIC-PRIVATE VALUE DOMINANCE SPECTRUM

Defence Healthcare Banking
o 3
= S
> -
o o
= <
2 o
a o
Infrastructure Sports

Elaborated by the authors based on Dudau et al. (2023)

The selection of countries was designed to capture variation in their roles within transnational
corruption networks, a mix of ‘net importers’' (Greece) and ‘net exporters of corruption’ (Belgium), as
well as a country that imports as much corruption as it exports (ltaly)'. The mix was paired with
diversity on perceived integrity: incorporating both high-scoring countries on the Corruption
Perceptions Index (CPI), such as Finland via Nordea, and lower-scoring ones, such as Greece. We
explicitly acknowledge, however, that perception-based indices, such as the CPI, can diverge from
institutional diagnostics, such as the European Public Administration Matrix (EuroPAM). Our case
studies repeatedly highlight this tension, revealing how critical factors such as procurement systems

and enforcement capacities — which are not fully captured by the CPI — are reflected in EuroPAM's

dimensions.

Table 1 presents the scores for the case study countries across the EuroPAM indicators. To illustrate
this point, Finland ranks second on the CPI yet exhibits alarmingly below-average performance in
four of the five categories (political financing, financial disclosure, conflict of interest, freedom of

information, and public procurement). This paradox is particularly evident in the contrast between its

' For a detailed discussion on this topic, please refer to BridgeGap deliverable 9.1 “Report on Causes and Trends
of Corruption Risk in Europe-41" (Mungiu-Pippidi & Parvanova, 2025) and chapter 2 of this report.
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strong Freedom of Information (80) and alarmingly low Financial Disclosure (19), suggesting a
transparency priority focused on public data access rather than on the accountability of elites.
Similarly, the United Kingdom demonstrates relative consistency, though its moderate Financial
Disclosure score (38) indicates specific accountability gaps. Belgium’s profile is more concerning,
with a critically low Conflict of Interest score (15) and a weak Financial Disclosure score (35). Italy,
meanwhile, consistently remains near the averages, reflecting a moderate but unexceptional
governance framework, against common wisdom. Collectively, none of the countries scored above
the European mean in all categories. In sum, this purposive sampling enables a cross-case analysis
that links import—export profiles of corruption to sectoral IMS configurations, along with EuroPAM

scores.

TABLE 1: COUNTRIES’ SCORE ACCORDING TO EUROPAM

Political Financial Conflict of Freedom of Public

Financing Disclosure Interest Information Procurement
Italy 70 52 39 60 63
United Kingdom 76 38 59 66 60
Greece 94 57 22 46 58
Belgium 79 35 15 43 60
Finland 54 19 19 80 56
European Average 66 53 37 59 62

Elaborated by the authors based on EuroPAM (2025)

First, we present the case of the Italian company Leonardo S.p.A., a commercial defence organisation
with substantial state capital, positioning it on the left side of the public value spectrum as a hybrid
organisation. This case centres on allegations of transnational corruption from 2002 to 2025,
involving the aerospace and defence firm, with high-profile scandals linked to contracts in India,
Indonesia, South Korea, and Panama. These episodes entailed bribery to alter procurement
specifications and secure defence deals, most notably the AgustaWestland helicopter contract with
the Indian government. Investigations led to convictions and later acquittals in Italy, but persistent

reputational damage prompted exclusion in some markets and divestment by institutional investors.
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In response, Leonardo overhauled its IMS, introducing comprehensive anti-bribery frameworks, a

revised code of ethics, and new governance controls aligned with ISO 37001 certification.

Next on the public value spectrum comes the critical infrastructure industry. The UK Post Office
Horizon IT scandal — considered one of the most significant miscarriages of justice in British legal
history — involved the wrongful prosecution of hundreds of subpostmasters based on flawed data
from the Horizon IT system developed by Fujitsu and the Post Office in 1999. Despite repeated
whistleblowing and public advocacy, Post Office Limited (POL) continued to rely on disputed
Horizon-generated data to recover shortfalls and secure convictions, while Fujitsu remained central
to technical assurance. Procurement and contract management failures, weak shareholder oversight,
and aggressive litigation practices all compounded the ongoing case. The ensuing public inquiry
revealed systemic governance failures, disclosure failures, and institutional resistance to dissent,
undermining accountability and justice. This scandal highlights the misuse of public procurement
systems and the defective integrity systems within a government-owned company operating under

arm’s-length principles.

Our third case is Novartis Hellas (Greece), a healthcare company situated at the midpoint of the
public value spectrum, encompassing both public and private value, and often finding itself at the
centre of new government reforms. The Novartis Hellas scandal (2006—2015) exemplifies the export
of corruption by a multinational corporation exploiting weak institutional environments. Novartis
AG's Greek subsidiary engaged in systematic bribery of doctors and public officials to secure
inflated drug prices and market dominance during a period of austerity. Triggered by a U.S. Federal
Bureau of Investigation (FBI) probe and whistleblower disclosures, the case revealed a complex
transnational network of kickbacks and improper payments that cost the Greek state an estimated
EUR 4 billion. Although Novartis settled with U.S. authorities under the Foreign Corrupt Practices Act
(FCPA), Greek prosecutions yielded limited political accountability. It exposes a misalignment
between formal compliance programmes and on-the-ground practices, with belief and boundary
systems largely symbolic, and with interactive systems largely absent. Additional retaliatory actions
against whistleblowers highlight the risks of exposing corporate misconduct in fragile regulatory

environments.

Belgium'’s Operation Zero, also known as ‘Clean Hands', is a criminal investigation launched in 2017
into systemic corruption, money laundering, and match-fixing in Belgian professional football. No
public sector organisations participated in this case, although sports development and public health
objectives sometimes position the sports industry on the public value spectrum, while recognising
private value dominance in the industry as a whole. Centred on concealed agent commissions and
offshore laundering schemes, Operation Zero exposed how player agents, referees, and club

executives used cross-border financial structures to obscure illicit payments. The investigation,
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involving coordinated action across six countries, led to Belgium'’s first use of a cooperating witness
under a new law and prompted the inclusion of professional football within the scope of the national
Anti-Money Laundering (AML) Law. Despite procedural delays and recusal controversies, the case
highlighted serious integrity risks and regulatory gaps in sports governance. Analysis shows
underdeveloped diagnostic and interactive systems, a lack of preventive boundary measures, and
minimal whistleblower protection, allowing a culture of secrecy and impunity to flourish across the

sector.

Our last organisation is Nordea Bank Abp (Finland), which sits firmly within, and therefore represents,
the private value-dominant side of our value spectrum. The Nordea case involves a series of
systemic AML failures between 2012 and 2019 that enabled the movement of billions of dollars in
suspect funds across Nordic and offshore jurisdictions — the company started in Finland, but the
issues involved in the case crossed jurisdictions and were resolved in Denmark. Regulatory probes in
said country and the U.S. found that Nordea's infrastructure was used to launder proceeds of
corruption, particularly through correspondent banking and shell companies linked to PEPs. Although
no direct bribery was attributed to the bank, internal audits revealed red flags that had been ignored
for over a decade. The New York State Department of Financial Services (DFS) and Danish
prosecutors imposed financial penalties and launched legal actions, marking the largest AML
prosecution in Danish history. Weak boundaries and diagnostic controls compromised institutional
integrity, minimal interactive engagement with compliance warnings, and belief systems that failed
to translate into effective AML governance. The case reveals how even high-performing institutions
in low-corruption environments can inadvertently become conduits for laundering funds from grand

corruption.

These five cases involved a range of integrity breaches, including bribery, inadequate whistleblowing
protection, public procurement irregularities, money laundering, and undue influence. The scandals
occurred in the countries listed next to each case title (e.g., UK Post Office). However, the
wrongdoing involved several other countries (e.g., Russia, in relation to Operation Zero and Nordea)
due to weak regulations in these jurisdictions (e.g., India’s, exploited by Leonardo) or the expansion
of multinationals abroad (e.g., Germany’s Novartis, in Greece). These aspects will be discussed in
more detail in the following chapter of this report, while the integrity breaches themselves will be

theorised and explained in Chapter 2.
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1.4.  Structure of the report

conceptual and analytical foundations in Chapters 1 and 2, outlining the rationale for case selection,

the typology of integrity breaches, and the theoretical framework underlying our IMS approach.

operate within specific organisational and regulatory contexts. Chapter 8 offers a cross-case
analysis, identifying recurring patterns, points of divergence, and critical imbalances in the
subsystems. The final chapter reflects on the broader implications of the findings and concludes with

policy and practice recommendations, and future avenues for research.
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2. Theoretical foundations of integrity and corruption

21.  Insights from public management: A case for a meso-level,

organisational approach to integrity and corruption

This report reflects the work undertaken in Work Package 4 (WP4) and contributes a critical meso-
level perspective to the BridgeGap project by focusing on organisations and inter-organisational
dynamics. Therefore, the report bridges the analytical divide between high-level anticorruption
policy and regulation and the micro-level behaviours of individuals. While other BridgeGap WPs
focus on conceptual development (WP1), ethnographic insights (WP2), or systemic structures such
as cross-border kleptocracy (WP3), WP4 identifies how corruption and integrity risks are managed —
or fail to be managed — through organisational control systems in both public, private, and hybrid

settings.

The meso-level (which WP1 and WP3 also addressed in the BridgeGap deliverables D1.3 and D3.1) is
crucial because it is the intermediate layer where policy intentions are translated into, or distorted
by, everyday routines, incentives, and power dynamics. These processes are increasingly shaping
companies as they actively navigate and influence the political landscape, leading to an erosion of
traditional boundaries between public and private roles (Heywood, 2020; Huss et al., 2024; Warren,
2004). This creates a system of undue influence (Wedel, 2014) or legal corruption (Picci, 2024) that
extends beyond traditional corruption or illegal conduct encompassing phenomena such as
unregulated campaign funding (Durand, 2018; McMenamin, 2012; Power, 2020; Rodriguez-Olivari,
2020), revolving door practices (Coroado, 2024; Heywood, 2020; Mungiu-Pippidi & Fazekas, 2020),
or aggressive lobbying (Barcham et al., 2012; Goldberg, 2018; Heywood, 2020), among others. In the
most severe cases, it can lead to state capture, in which public institutions are co-opted by private
interests (David-Barrett, 2023; Mungiu-Pippidi, 2023).

To diagnose how organisations navigate this complex terrain, WP4 draws upon our Integrity
Management Systems framework based on Simon's levers of control (1994) to capture the
interaction between formal rules (boundary integrity management systems), monitoring and
performance indicators (diagnostic integrity management systems), internal learning and feedback
loops (interactive integrity management systems), and cultural values (belief integrity management
systems). This lens enables a comparative diagnosis of where and why integrity systems break down

across sectors and countries. As such, WP4 addresses a key knowledge gap in corruption research,
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offering both a conceptual and an empirical lens on how integrity is institutionalised and, at times,

undermined within the very systems tasked with its protection.

22. Transnational corruption: Importing and exporting

corruption

The corruption cases covered in this report are predominantly transnational in nature. To analyse this,
we distinguish between ‘imported’ and ‘exported’ corruption. ‘Exported’ corruption refers to corrupt
practices (typically bribery) that originate in one country and are deployed abroad by its firms or
intermediaries to secure contracts or regulatory favours in another jurisdiction. This is also referred
to as the supply side of corruption, operationalised, for example, by counting companies sanctioned
for overseas bribery by their home country (e.g., under the FCPA), thereby capturing countries that

‘export’ corruption through their multinationals.

By contrast, imported corruption refers to corrupt practices that occur within a country but are
instigated or financed by foreign actors; empirically, this is the demand side — the number of bribery
episodes that occur in a destination country — capturing countries that ‘import’ corruption because
foreign firms find it advantageous to bribe there. This cross-border perspective is essential, as
national corruption profiles can appear ‘clean’ domestically while their firms engage in bribery abroad

— a significant feature of corruption in a globalised economy.

Table 2 examines the transnational nature of corruption by categorising our case studies as either
‘exporters’ or ‘importers’ of corrupt practices. It demonstrates how misconduct originating in one
country, such as bribery by Leonardo or Novartis, is systematically deployed abroad, representing
exported corruption. Conversely, the table shows how nations like Greece and Belgium import
corruption when foreign actors exploit local governance weaknesses or financial systems. The
analysis reveals that even high-integrity countries can be significant exporters, highlighting the

critical need for transnational accountability mechanisms.

BridgeGap deliverables D1.3 (Johnston & Kubbe, 2025) and D9.1 (Mungiu-Pippidi and Parvanova,
2025) offer more insight into this dichotomy. Johnston and Kubbe (2025) do so through a case
study-nuanced analysis of cross-border corruption (including through organisations — such as
Siemens), while Mungiu-Pippidi and Parvanova (2025) do so primarily through macro, country-level
indicators. For example, domestic procurement-integrity indicators such as EuroPAM (2025) add
more nuance to findings from cross-border enforcement data showing that several high-integrity

Western economies (e.g., Germany, France, the Netherlands, Sweden, Spain) feature prominently as
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‘exporters’ of corruption via sanctioned multinationals, while parts of Central, Eastern and South-
episodes occur. Italy is shown to be an equal exporter and importer of corruption. This dual lens

that are likewise transnational: unify procurement and ownership data across jurisdictions, and
institute EU-wide disbarment to target ‘favourite’ suppliers and firms repeatedly sanctioned for
bribery abroad — measures that address both imported and exported corruption by constricting the

opportunity structure on both sides of cross-border transactions.
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Case

Leonardo

TABLE 2: ‘IMPORTED’ AND ‘EXPORTED’ CORRUPTION IN THE CASE STUDIES

Examples of ‘exported’ corruption

Italian-origin misconduct alleged across borders via
AgustaWestland intermediaries to secure defence deals (e.g.,
AW101/VVIP helicopter contract in India), and further allegations
tied to Indonesia, South Korea, and Panama.

Examples of ‘imported’ corruption

From the destination-country perspective, India, Indonesia, South
Korea, and Panama ‘import’ corruption risk through engagement
with a foreign supplier leveraging local procurement weaknesses.

Novartis Hellas

A Swiss multinational’s Greek subsidiary bribed healthcare
professionals (and allegedly officials) to secure pricing and market
share in Greece, while related FCPA exposure captures the firm's
overseas bribery footprint.

For Greece, these schemes represent ‘imported’ corruption
instigated by a foreign-controlled corporate actor operating in a
fragile governance context.

Operation Zero

Belgian-based agents/clubs pushed concealed commissions and
laundering schemes through cross-border channels (e.g., agent
activity scrutinised in France), exporting illicit practices beyond
Belgium.

Belgium ‘imported’ corruption and money laundering risk via
payment chains and intermediaries spanning France, Luxembourg,
Cyprus, Montenegro, Serbia, and North Macedonia, prompting
Eurojust-coordinated actions and later expansion of the AML
perimeter to include clubs/agents.

Nordea Bank Abp

Mechanistically ‘exported’ suspect funds through correspondent
banking and onward dollar-clearing after intake (e.g., continued
relationships that propagated high-risk flows), illustrating how weak
controls in one hub externalise risk transnationally.

Bank operations ‘imported’ corrupt capital into the regulated
system by processing high-risk PEPs/shell flows (Baltics, Denmark;
DFS NY and Danish NSK findings), i.e., laundering as the enabler for
proceeds of corruption.

Post Office Horizon IT

Not evidenced as ‘exported’ corruption; the record concerns
procurement, governance, prosecutorial and disclosure failures
around the Fujitsu Horizon's system.

Not presented as such in court, nor in the media, but arguably a
case of ‘imported corruption’.

Transnational elements relate to a UK—Japan supplier relationship,
not cross-border bribery/laundering within the case record.

Elaborated by the authors
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23. Interlocking ecosystem of corruption, financial crimes, and

integrity failures

Contemporary financial crimes do not operate in isolated siloes but thrive within a symbiotic and
pervasive network where corruption and integrity failures reinforce one another. A critical challenge
in combating these threats is the lack of a unified definition of corruption among supranational
organisations, creating interpretative leeway and porous conceptual boundaries (Wickberg, 2021). At
the same time, the overlapping nature of crimes such as money laundering, tax evasion, and fraud
deepens this definitional challenge, as their legal distinctions often blur in practice, allowing illicit

financial flows to exploit gaps between legal frameworks.

This ambiguity is particularly salient in specific sectors, such as professional sports. For instance,
Belgium’s Jupiler Pro League serves as an excellent case study for examining these dynamics. Here,
scholars are increasingly adopting the term ‘fraud in sport’ over ‘corruption in sport’ due to its greater
conceptual and legal precision (Gardiner, 2018; Hardyns et al., 2025; Rose, 2018; Vanwersch et al.,
2022). While ‘corruption’ is narrowly defined, ‘fraud’ is broadly defined by the act of deception, a core

element in most unethical sports activities that betray public trust.

As a result, fraud becomes a more encompassing and legally robust umbrella term across countries
and attracts broad consensus around two distinct types that mirror Maennig's (2005) typology. The
first type is “on-field fraud”, which involves the direct manipulation of sports competitions through
acts such as doping, match-fixing for betting or sporting advantage, and tanking (Breuer & Forrest,
2018; Chappelet & Verschuuren, 2019; Hill, 2010). The second is “off-field fraud”, which
encompasses deception within organisational and administrative contexts, including bribery, vote-
rigging, nepotism, and financial crimes (Dejonghe, 2024; Millers, 2024; Moriconi, 2024; Struyve et al.,
2025). Both types of fraud are present in Operation Zero, demonstrating that these crime types are

rarely separate, but rather components of a broader criminal network.

The interdependence of these crimes reflects a broader trend in financial crime. As identified by
Brigitte Unger (2007a), money laundering has evolved, showing a growing connection to fraud and a
migration of illicit flows into the financial systems of major industrialised countries. Launderers are
drawn to the features that also attract legitimate investment — well-established financial markets,
growing economies, and political stability — exploiting the credibility of these robust systems to

conceal illegitimate wealth.

Our case studies show that these crimes are rarely isolated events but are interconnected

components of a broader network. To frame that subsequent analysis, it is necessary first to define
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and briefly examine the concepts of money laundering, public procurement, and whistleblowing, with

particular attention to their links with integrity failures.

2.3.1. Concealment: The role of money laundering

Money laundering (ML), a practice designed to disguise the illegal origin of criminal proceeds, is as
old as money itself. Nevertheless, it was not universally outlawed as a distinct criminal act until 1986
(Sharman, 2008) as a result of the war on drugs (Levi & Reuter, 2006; Teichmann, 2020). Far from
being a mere financial crime, ML is an essential mechanism that sustains and encourages its
predicate offences, particularly corruption. This relationship is best understood not as linear, but as a

vicious, self-reinforcing cycle (Barone et al., 2019).

This cycle is powered by interdependence. Corruption, through acts like bribery, embezzlement, or
kickbacks, generates the ‘dirty money’ that requires concealment. In turn, money laundering
facilitates and encourages corruption by making it profitable and sustainable. As Levi (2015) notes,
the ability to launder proceeds reduces the perceived risks for corrupt officials, thus increasing the
incentive to engage in graft. This relationship often involves state capture, in which corrupt public
officials act as ‘gatekeepers’, approving suspicious transactions, tipping off criminals, or ensuring

that non-compliant institutions face no consequences (Chaikin & Sharman, 2009).

ML comprises three stages: placement, layering, and integration. The initial phase is considered the
most critical and dangerous for the launderer, as it involves introducing illicit funds into the final
system and removing their most immediate links to the crime. Next, the layering stage obscures the
money'’s trail through a series of complex transactions, often using bank accounts across multiple
jurisdictions to create a deceptive accounting legend. Finally, in the integration stage, the now-
cleaned funds are reintroduced into the legitimate economy, appearing as normal business revenue
or personal wealth (Barone et al., 2019; Cox, 2014; Levi & Reuter, 2006; Schneider & Windischbauer,
2008; Teichmann, 2020; Unger, 2007a). This process is enabled by sophisticated mechanisms, as
revealed by leaks like the Panama, Paradise, and Pandora Papers, which showed how offshore
entities are used to conceal wealth derived from corruption (ICIJ, 2021). Moreover, organised crime
leverages this corrupt foundation to infiltrate institutions, while fraud and forgery (evident in the
forged invoices of Operation Zero) provide the essential mechanisms, from shell companies to false
documentation, that enable both the initial corruption and its subsequent laundering (Bull &

Appermont, 2024a; Gotelaere et al., 2024, Struyve et al., 2025b).

A key differentiator in combating these crimes is the origin of the funds. ML typically deals with ‘dirty

money’ from the underground economy, whereas the shadow economy consists principally of legal
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activities concealed to evade taxes and social security payments. This process generates ‘grey
money’ through fiscal fraud. Because it represents productive activity, the shadow economy is often
considered a complement to the official GDP (Schneider & Windischbauer, 2008; Unger, 2007b)

The negative impacts of money laundering are economic, social, and political (Ferwerda, 2013).
Economically, it can lead to unfair competition, price distortions, reduced investment, and the
eventual crowding out of legitimate business. Socially, a key effect is the increase in corruption and
bribery, as the laundering process requires a network of helpers and facilitators, drawing more people
into criminality. Politically, it undermines the rule of law and destabilises governments by allowing the
financial power of criminal organisations to interfere. In response to these challenges, the creation of
the EU’s Anti-Money Laundering Authority AMLA is a direct response to inconsistent national
enforcement and the ability of criminals to exploit the regulatory frameworks. As a centralised
supervisor agency, it aims to facilitate supranational investigations of high-profile cases and mitigate
the multiplier effect of financial crime (Masciandaro, 1993). As shown in cases such as Operation
Zero and Nordea, ML serves as the indispensable follow-on crime, legitimising these proceeds and

integrating them into the formal economy (Levi and Reuter, 2006).

2.3.2. The crime: Corruption in public procurement

Public procurement, defined as the government'’s purchase of goods, services, and works from the
private sector (Palifka & Rose-Ackerman, 2016), is identified as highly vulnerable to corruption (e.g.,
Persson et al., 2024), given the vast financial flows involved, from the public to the private sector.
Over 250 000 public authorities in the EU spend around 16 per cent of GDP on public procurement
(EU, 2025). As highlighted by a 2024 EU report, this combination of high financial stakes and
complex contracts creates opportunities for corruption, including bid rigging, conflicts of interest,
and inflated invoicing (Casady et al., 2023; Williams-Elegbe & Tillipman, 2024), all of which divert

public resources for private gain.

Public procurement can give way to corruption when, for example, officials alter the rules of a tender
procedure to grant a favoured company or network preferential access, violating the principles of
open and equal competition (Ferwerda et al., 2017; Tello Arista & Fazekas, 2024). In addition, a
dominant theme in the literature is the manipulation of the process to benefit specific bidders,
ranging from petty corruption — involving lower-level officials for convenience — to grand corruption,
involving high-level political interference in contract awards (Sereide, 2002). In public procurement,
‘institutionalised grand corruption' refers to a practice in which the allocation and execution of
contracts are systematically distorted. This involves subverting explicit procurement rules and

principles to channel benefits to a privileged, closed network, deliberately excluding all other parties
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(Fazekas et al., 2014; Fazekas & Toth, 2016). Within this, the discretion afforded to public officials at
various stages of the process, from planning and tender to contract award and implementation, is a
crucial determinant of its vulnerability (Rose-Ackerman, 1999). This discretion is often exploited
through standard mechanisms such as tailoring technical specifications to favour a pre-selected
company, leaking confidential bid information, and manipulating eligibility criteria to exclude

competitors.

Consequences of procurement corruption extend far beyond the immediate financial loss from
inflated contracts. The literature identifies several significant negative externalities. First, it leads to a
critical misallocation of public resources, as contracts are awarded not to the most efficient bidder
but to the most connected, resulting in substandard infrastructure and services (Kenny, 2009).
Second, it undermines competition and market efficiency, deterring honest firms from participating

and entrenching cronyism (OECD, 2016; Palifka & Rose-Ackerman, 2016; Sgreide, 2002).

Empirical evidence confirms the severity of these risks. Procurement failures were a key condition
across the case studies, even if they manifested differently in each sector. For Leonardo and
Novartis Hellas, opaque, poorly supervised procurement systems in defence and pharmaceutical
tenders in Italy and Greece, respectively, were exploited to channel bribes and secure lucrative
public contracts. The Post Office Horizon IT scandal, by contrast, represents a procurement failure of
a different kind: a fundamentally flawed IT system was not only procured and persistently defended
by the state, but its unreliable data was then weaponised to prosecute subpostmasters, representing
a severe abuse of power. Collectively, these cases demonstrate that procurement integrity is not

merely a procedural formality but a vital safeguard against systemic corruption.

2.3.3. The control: The role of whistleblowing

Despite the common usage of the terms ‘whistleblowing’ and ‘whistleblower’, a standard
international definition is lacking. This ambiguity is exemplified by Directive (EU) 2019/19372, which
mentions the term “whistleblower” in its preamble but adopts the more precise legal term “reporting
person” in its provisions, defining them as a natural person who reports or discloses work-related
breaches. Nevertheless, there is a strong consensus on the significance of whistleblowing in the
quest for integrity. For instance, it has been shown that whistleblowing is the most effective
mechanism for detecting fraud in private corporations (Kroll, 2016) and “the single most important

way in which wrongdoing was brought to light in public sector organisations” (UNODC, 2015).

2 Directive (EU) 2019/1937 of the European Parliament and of the Council of 23 October 2019 on the Protection
of Persons who Report Breaches of Union Law”
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There are three main types of whistleblowing (internal, external, and public), depending on whether
reporting is made directly to the organisation the whistleblower works for, to a designated public
authority, or to the general public. The whistleblower's choice of one type over another stems from a
complex series of situational judgements and ethical dilemmas, but one of the main reasons people
refrain from reporting in general is the lack of protection against retaliation (European Commission,
2025a). Therefore, proper safeguards must be put in place to ensure that potential whistleblowers

feel safe enough to report wrongdoing for which they have information.

Zooming in on internal whistleblowing, which is often the first resort for someone who feels
wrongdoing has been committed in the organisation, this has many potential benefits, since it allows
to flag the issue to the people who are best placed to address it (Terracol, 2022), to redress the
wrongdoing quickly, and to protect the organisation from negative public exposure and potential
lawsuits (Lambert & Gabuthy, 2024).

The factors affecting the decision of blowing the whistle internally are manifold. On top of the
abovementioned safeguards against retaliation, which should be put in place through a reporting
channel that ensures the right level of confidentiality and provides prompt feedback to the
whistleblower, there also are other factors that depend on the organizational context more widely,
and which affect the decision as much as, if not more than, the technical details of the internal
whistleblowing system. In order to blow the whistle internally, the potential whistleblower first needs
to perceive that the organisation clearly disapproves of the behaviour that is being reported on, then
that speaking up about wrongdoing is a shared social norm that is fostered at all levels of the
organisation, and finally that the organisation is willing to ensure proper retributional and procedural
justice to redress the wrongdoing while ensuring that the needs and the rights of all parties involved

are protected (Mrowiec, 2022).

At the forefront of barriers against such integrity failures is effective whistleblower protection.
(Antoh et al,, 2024; Brown et al., 2014, Protect, 2025, 2025; Seifert, 2025). Drawing on the Post
Office case, there seems to be a disparity between the UK and the European Union that goes
beyond regulatory technicalities. For instance, the UK's Public Interest Disclosure Act, with its narrow
scope limited to ‘workers’, had devastating consequences, excluding branch operators who were
classified as self-employed franchisees. Those who raised concerns were ignored, discredited, or
even prosecuted for theft and false accounting. Moreover, auditors and external experts were
ignored or intimidated. Similarly, in the Novartis Hellas case, whistleblowers, initially granted witness
protection, had their status controversially revoked in 2024, leaving them exposed to potential
retaliation and legal action after testifying against influential political figures. This is surprising from a
country which has transposed the EU Whistleblowing Directive into national legislation. The EU

Directive establishes a robust and harmonised safety net by mandating protections for a broader
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range of individuals, including volunteers, shareholders, and the self-employed. The EU Anti-
Corruption Directive, currently underway, adds further safeguards to ensure that virtually any
individual who witnesses wrongdoing can report it without fear of reprisal. In contrast, the UK'’s

fragmented framework undermines witnesses’ safety by leaving vulnerable sectors exposed.

2.4. Looking forward: Dissecting integrity

Beyond the specific manifestations of integrity breaches explored earlier in this section, we view
integrity as the cornerstone of effective governance and professional conduct, essential for public
servants, corporate leaders, and individuals alike (Hoxha, 2015). According to Leo Huberts (2014),
“integrity is the thing to have, for politicians and public servants, for managers and employees in the
business sector, for all of us in our personal lives”. Essentially, it represents the quality of being
consistent with relevant moral values, norms and rules (Huberts, 2018). By focusing on integrity, we
place attention on how decisions are made and implemented. The stance we take in our analysis is
necessarily normative, enabling action and integrating with other EU anticorruption measures (e.g.
organisational, or state virtue; somewhat, it is shaped by structural inequalities, uneven access to
resources, and power. See, for example, the work of social anthropologists Janine Wedel (1999,
2015), Kris Lasslett (2017), and Taras Fedirko (2023). Codes and training have limited traction when
incentives, hierarchies, or technologies constrain dissent and accountability; they can also be

powerless in the absence of, or structurally limited, ethical agency.

Debates about ethical agency sit alongside a robust literature on integrity and integrity management.
Integrity is a normative and possibly overused concept, used in different ways for different
purposes, even by corruption and organisational ethics scholars (Huberts, 2018). It is a necessarily
complex notion associated with personal, organisational and political ethics (Heywood et al., 2017).
In WP4, we draw on Pope (2000) and Maesschalck, Hoestra, and Montfort (2024) in taking a view of
integrity which is broader than compliance (Joseph, 2002), or even ethics (Kaptein, 2015, 2024) ,
Hoestra, and Montfort (2024 ). Furthermore, we locate integrity at the organisational level:
organisational integrity denotes conduct within organisations that accords with relevant moral
values, norms, and rules (Huberts, 2018; Huberts & Montfort, 2020; Maesschalck et al., 2024),
encompassing “doing the right thing in the right way” and thus going beyond the mere absence of

corruption (Heywood et al., 2017).

Integrity management comprises the deliberate set of measures “to create an ethical culture and to

impede unethical behaviour and promote ethical behaviour” within an organisation (Kaptein, 2015, p.
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416). An IMS is the holistic structure that encompasses these measures and the actors responsible
for them, providing a systematic framework for ethics management (Kaptein, 2024) to prevent
specific integrity violations. Research has shown that a wide range of violations is relevant across the
public, hybrid, and private sectors, although their full scope in Western governance is not yet

precisely known (Graaf et al., 2018, p. 132).

To dissect complex cases of institutional failure, this report employs a typology of integrity violations
developed by Huberts, Pijl, and Steen (1999) and later adapted by Graaf et al. (2018). This
classification enables granular analysis of how integrity failures manifest, moving beyond a
monolithic concept to identify specific behavioural and systemic failures. These include (1)
corruption and bribery, which involve trading power for private gain; (2) fraud, or deception for
personal or institutional benefit; and (3) theft and embezzlement, the unlawful taking of entrusted
property. The framework further identifies conflicts of interest arising from (4) the acceptance of
gifts or from (5) sideline activities that compromise impartiality. It also covers (6) abuse of authority,
including the misuse of state coercion; (7) misuse of information and discriminatory or intimidating

behaviour; (8) waste or abuse of resources; and finally, (9) misconduct in private time.

The elaborated typology of integrity violations provides a critical lens through which to analyse the
case studies, mapping the specific types of integrity violations identified in each case and their
connections to public procurement, whistleblowing, and money laundering. As detailed in Table 3,
the cases of Leonardo and Novartis Hellas demonstrate how corruption and bribery directly infiltrate
public procurement, with illicit payments and gifts used to secure contracts or influence prescribing
practices. These primary violations were often concealed by fraud, such as falsified contracts or
disguised payments, creating a paper trail that undermined transparency. This pattern is mirrored in
the UK, where the procurement of Fujitsu’'s deeply flawed Horizon system wasted immense public
funds. The lack of meaningful consequences perpetuates the cycle of failure: Fujitsu remains a key

government contractor, with existing contracts being extended.

A parallel failure in both cases was the systematic neutralisation of whistleblowing channels. The
Post Office Horizon IT scandal demonstrates an active model of suppression, in which abuse of
authority and misuse of information were used to silence dissent. Conversely, the Novartis Hellas
case reveals a procedural failure in which whistleblowers were stripped of legal protections. In both
instances, the resulting lack of effective internal scrutiny led to the distortion of public procurement,
culminating in massive waste of public resources on contracts with Fujitsu in the UK and Novartis in

Greece.

Furthermore, the conflicts of interest prevalent across cases, from politically connected
intermediaries at Leonardo to agents in Operation Zero, corrode impartial decision-making. Finally,

the Nordea case illustrates that integrity failures are not always direct acts of corruption but can also
31

BRIDGE/}AP



i

be enabling omissions. The bank’s failure to prevent money laundering constituted a fraud on
regulators, allowing the proceeds of other integrity violations — from illegal, informal, or unregulated
activities — to be integrated into the financial system. This interplay shows that these violations are

rarely isolated but are instead interconnected components of a broader integrity ecosystem failure.

Finally, it demonstrates the prevalence of certain violations (such as corruption and fraud) across
sectors and the distinct ways in which integrity can be breached in different organisational contexts.
For instance, the abuse of authority in the Post Office Horizon IT scandal — where a private entity
wielded prosecutorial power — differs fundamentally from Nordea's fraud on regulators through
systemic AML failures. This cross-case comparison is vital for understanding that integrity risks are
not uniform. It underscores that effective IMS cannot be one-size-fits-all but must be tailored to
diagnose and mitigate sector-specific vulnerabilities, addressing the unique corruption opportunity

structures present in different organisational environments.
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Integrity violation

Corruption and
bribery

TABLE 3: TYPOLOGIES OF INTEGRITY VIOLATIONS: EVIDENCE FROM THE CASE STUDIES

Leonardo (Defence)

Primary violation: bribing
foreign officials

Post Office Horizon IT

(Infrastructure)

Novartis Hellas
(Pharma)
Primary violation:

bribing doctors and
public officials

Operation Zero (Sports)

Nordea (Banking)

Not directly accused but
enabled this for clients

Fraud

Falsified contract
specifications

Falsified study data,
disguised payments

Primary violation: forged
contracts, side letters, hid
commissions and payments.
Sport fraud: match-fixing

Primary violation: Failure to
report suspicious activity
constituted a fraud on
regulators

Theft and
embezzlement

Conflict of Illicit commissions and . . Trips and payments Luxury goods and cash as

. . . s Political donations w . . -
interest (gifts) gifts to officials framed as “research gifts

Conflict of Use of intermediaries with  *‘PPointments to Agents with undue influence

interest (sideline)

political ties

governmental positions while
being associated with Fujitsu

over club decisions

Primary violation: status as a
private prosecutor to bring

Abuse of ) Criminal cases against ) By referees and officials Systemic failure in

authority subpostmasters based on manipulating sports integrity mandated AML duties
flawed evidence

Misuse of Withholding critical .

. . - information about Horizon’s - - -

information

defects

Waste/abuse of
resources

Financial misuse in legal
defence and reputational
management

Inflated drug prices
wasted public health
resources

Elaborated by the authors based on Huberts, Pijl, & Steen (1999), later adapted by Graaf et al. (2018).
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25. Integrity Management Systems

Moving from integrity management to specific systems that configure sector-appropriate packages
of measures to foster, maintain, and enforce organisational ethics, we drew on Maesschalck and
Bertdk's (2009) integrity management framework and Kaptein's (2015) ethics programme. The latter
puts forward eight specific measures organisations can take to ensure employees behave with
integrity: (1) a code of ethics, (2) ethics training and communication, (3) accountability policies, (4)
monitoring and auditing, and (5) investigation and correction policies, (6) an ethics office(r), (7)
ethics report line, and (8) incentive policies. These seem self-explanatory, albeit prescriptive in their
checklist approach. In contrast, Maesschalck and Bertdk propose an all-encompassing integrity
management framework consisting of three pillars: (a) instruments (defining integrity, guiding
towards integrity, monitoring and enforcing integrity), (b) processes (planning, implementing,
evaluating and adapting the framework) and (c) structures (accountability structures, including

overall coordination of the integrity management efforts in organisations).

These pillars entail additional typologies and are set against a context that is recognisably different
across organisations. Maesschalck and Berték's framework also translated into a 399-box, six-page
checklist as a policy and practice diagnostic tool, the length of which may limit its use in policy and
practice. Notwithstanding our intention to assist the EU’s anti-corruption agenda, we wished to
avoid suggesting yet another checklist. Instead, we wished to turn to what organisations already do
in pursuit of their strategies, to generate insightful, easy-to-implement pathways for organisational

integrity.

To do so, we turned to the management control literature (Simons, 1994; Kominis & Dudau, 2012;
Tessier & Otley, 2012) to enhance our understanding of integrity from an organisational, business
perspective, rather than from the wider ethics and integrity viewpoint which would necessarily leave
out measures organisations already take to maintain operational integrity and also to avoid add-on
systems which take far more time to absorb and internalise than those already in organisations. A
dominant framing of management control, which extends to everything organisations do and does
not exclude ethics, is Robert Simons’ (1994) Levers of Control framework, which offers a
comprehensive approach to understanding how organisations balance competing forces (Figure 2),
and encourages positive innovative behaviour that can help achieve strategic organisational

objectives.
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FIGURE 2: SIMONS' LEVERS OF CONTROL PACKAGE

Boundary control Interactive control
systems systems
Organisational
strategy

Diagnostic control Belief
systems control systems

Elaborated by the authors, adapted from Simons (1994)

Boundary control systems establish and communicate the acceptable domain of strategic activity
and business conduct of the organisation. They delineate the strategic boundaries of opportunity
seeking, clearly defining the business areas that organisational members should be prohibited from
entering and exploiting, and enforcing codes of conduct to clarify the domains in which
organisational members should and should not operate. Diagnostic control systems ensure
predictable goal achievement in areas critical to the organisation’s successful strategy
implementation (Simons, 2000). Their operation is based on a basic feedback control model:
strategic objectives are translated into measurable KPIs, performance is measured against these

targets, and rewards are contingent on the results (Kominis & Dudau, 2012; Otley, 1999).

Belief control systems consist of formally communicated and systematically reinforced definitions
that articulate an organisation’s core values, purpose, and direction. They essentially act as formal
tools for guiding behaviour in organisational desirable directions. Finally, interactive control
systems build the internal pressure necessary to break out of narrow search routines, stimulate
opportunity-seeking thinking and behaviour, and encourage the emergence of new strategic
initiatives considering changes in the organisation’s environment (Simons, 1994). They are
characterised by strong involvement from all organisational members and a focus on dialogue and
knowledge exchange to examine the assumptions underlying both current and emerging strategies
(Batac & Carassus, 2009; Kominis et al., 2022).

This framework is really a package, as argued by Simons himself as well as by other management

control scholars (e.g., Tessier & Otley, 2012; Kominis & Dudau, 2012), in the sense that it recognises
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the interdependence between the control levers and indeed the need to balance the competing
demands and inherent tensions between constraint (through boundary and diagnostic controls) and
freedom (through belief and interactive controls), accountability and empowerment, top-down
direction and bottom-up creativity, efficiency and experimentation within the organisation’s
management control package (Braumann et al., 2024; Grabner & Moers, 2013). While boundaries and
diagnostic control systems reinforce behaviour consistent with pre-established rules and plans,
beliefs and interactive control systems encourage organisational learning and innovative behaviour
(Tuomela, 2005). Simons (1994) argues that, collectively, these levers are intended to set in motion
powerful forces that reinforce rather than inhibit one another. Within the package of these forces,
effective control is a matter of striking the ‘right’ balance between these competing tensions; failure
to achieve this balance is likely to result in behavioural and operational dysfunctions (Dudau &
Kominis, 2012). By framing organisational integrity as equally vital to organisations as financial
performance (Chun, 2005), we position the management control literature as a suitable basis for

extending integrity scholarship (see Figure 3).

FIGURE 3: INTEGRITY MANAGEMENT SYSTEMS

Boundary integrity Interactive integrity
management systems management systems
Integrity
Management

Diagnostic integrity Belief integrity
management systems management systems

Elaborated by the authors

In our proposed integrity management package, belief integrity systems articulate the shared norms
and values that underpin ethical behaviour, transparency, and accountability within organisations.
These systems are reflected in codes of ethics, leadership communications, and managers’ ethical

expectations, thus providing a normative foundation for integrity across institutional boundaries.
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Exerting an opposite force within the organisation’s integrity systems, boundary systems are meant
to ensure that employees share common behavioural limits. This is achieved by establishing, among
other measures, anti-bribery policies and conflict-of-interest regulations, while explicitly outlining
clear sanctions and penalties for unacceptable conduct. Then, diagnostic systems offer tools for
system-wide monitoring and benchmarking, including audit trails and audit reports, compliance
dashboards that monitor adherence to expected standards, corruption perception indices, and
performance indicators that track compliance with governance standards. Finally, interactive
systems are enacted through organisational processes that stimulate debate and iterative learning,
helping adapt integrity strategies to new risks and emerging uncertainties. Together, these systems
are operationalised through deliberative forums that facilitate organisation-wide dialogues and
create feedback loops among members at various levels. In addition, they can also be realised
through practices such as multi-stakeholder dialogues, cross-agency workshops, and collaborative
investigations that encourage employees to raise concerns and consider responses to emerging

risks.
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3. Defence sector: The Leonardo S.p.A. case

31.  Introduction

This case study explores the corruption allegations faced by Leonardo S.p.A.3 from 2002 to 2025.
This Italian company represents a unique case within the European defence-industrial complex. As a
publicly listed corporation with substantial state ownership and historical ties to Italian political
elites, Leonardo’s governance trajectory from 2013 to 2025 was shaped not only by economic and
managerial reform but also by reputational crises, anticorruption pressures, and institutional politics.
These structural dynamics illuminate how corruption allegations, particularly those involving
AgustaWestland, intersected with deeper issues of ownership, accountability, and political
patronage, while the firm’s efforts to develop and implement management systems aimed to

enhance integrity.

This chapter examines how Leonardo strategically and operationally responded to financial and
reputational challenges. Specifically, in 2016, after Norges Bank Investment Management (NBIM)
decided to divest from Leonardo and place the company under observation due to perceived
corruption risks, Leonardo launched a series of internal reforms aimed at strengthening its IMS. These
initiatives, designed to safeguard organisational integrity and align corporate practices with
international anticorruption standards, are analysed through our IMS lenses (as shown in Figure 3

earlier).

32. Case overview

Between 2013 and 2025, Leonardo S.p.A.* was embroiled in a series of corruption cases across
multiple jurisdictions, including India, Indonesia, and South Korea (World Peace Foundation, 2022,
2024, 2025), with severe legal, financial, and reputational implications. These cases prompted
extensive scrutiny of the company’s governance structures and catalysed the implementation of

enhanced IMS to address systemic vulnerabilities in risk assessment, oversight, and compliance.

The most prominent and widely reported case concerned a EUR 560 million contract for the supply
of twelve AgustaWestland AW101 helicopters intended for 'Very Very Important Person’ transport in

India (World Peace Foundation, 2025). The allegations, initially surfacing in 2013, centred on claims

3 In this report, the name “Leonardo” is used to refer to Leonardo S.p.A. and its consolidated subsidiaries, unless
the context otherwise requires.

4 Established in 1948, and originally known as Finmeccanica, Leonardo became the national champion and
primary holding company for Italy's aerospace, defence, and security industries.
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that senior executives at AgustaWestland (then a wholly owned subsidiary of Leonardo) authorised
bribes to secure the contract. Evidence indicates that intermediaries, including prominent Indian
officials and military personnel, received illicit payments to alter tender specifications in
AgustaWestland's favour. This included reducing the required operational altitude from 6 000 to 4
500 metres, effectively excluding competing bids (Council of Ethics - Government Pension Fund
Global, 2016, p. 5).

In 2014, the Indian Ministry of Defence formally cancelled the contract, citing breaches of the pre-
contract integrity pact and irregularities in the bidding process. The Central Bureau of Investigation
in India pursued criminal charges against multiple actors, including senior military officials and
Leonardo representatives, alleging that substantial sums had been channelled through a network of
intermediaries to secure the deal. Simultaneously, an Italian court convicted Giuseppe Orsi, then
CEO of Leonardo, and Bruno Spagnolini, then CEO of AgustaWestland, for grand corruption,
sentencing them to four and four and a half years of imprisonment, respectively (Council of Ethics -
Government Pension Fund Global, 2016, p. 6). However, in 2019, their convictions were overturned
by an Italian appeals court, which ruled that there was insufficient evidence to substantiate the
bribery claims. Despite these acquittals, the reputational fallout for Leonardo persisted, as India

maintained its blocklisting of the firm for several years thereafter (Raghuvanshi, 2021).

The Indonesian case similarly revolved around the controversial sale of a luxury AW101 helicopter
(World Peace Foundation, 2024). The contract was executed in 2016 but later revealed to involve a
used, civilian-configured helicopter marketed as a new military aircraft. Investigations led by the
Indonesian Anticorruption Commission uncovered extensive irregularities, including falsified contract
specifications and inflated pricing. In 2023, a local businessman implicated in the procurement
process was convicted of bribery, though no charges were brought against Leonardo executives
(Bagnoli et al., 2024). Nonetheless, the Indonesian case highlighted systemic weaknesses in
Leonardo’s internal oversight systems, as agents linked to the company were named in court records

for facilitating the corrupt transactions.

In South Korea, allegations of corruption emerged in connection with a USD 375 million contract to
sell AW159 Wildcat helicopters for anti-submarine warfare, signed in 2013 (World Peace Foundation,
2022). Subsequent investigations by the South Korean Supreme Prosecutor's Office revealed that
senior defence officials had accepted bribes to manipulate technical assessments in favour of
Leonardo, resulting in the falsification of evaluation reports to misrepresent the capabilities of the
AW159. As a consequence, several high-ranking officials, including the former Minister for Veterans’
Affairs and the Navy Chief of Staff, were indicted and subsequently convicted of bribery and
document falsification in 2015 and 2016 (Council of Ethics - Government Pension Fund Global, 2016,

pp. 7-8). Despite the absence of formal charges against Leonardo or its subsidiaries, the scandal
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significantly affected the firm's reputation in the Asia-Pacific defence market, raising concerns over

the extent of due diligence conducted by its regional intermediaries.

Beyond these specific cases, Leonardo was also implicated in corruption allegations in Panama,
where its subsidiaries AgustaWestland, Selex Sistemi Integrati, and Telespazio were awarded
contracts for radar systems, helicopters, and digital mapping services (Corruption Watch, 2018). The
combined value of these contracts, signed in 2010, exceeded USD 250 million. Investigations by
Panamanian authorities revealed that a portion of the contract value had been channelled to a local
consultancy allegedly controlled by an intermediary with close ties to government officials, including
the then-president. Italian prosecutors corroborated these findings, identifying multiple fraudulent
payments to offshore accounts in connection with the Panama contract (Council of Ethics -
Government Pension Fund Global, 2016, pp. 8—10). In response to mounting legal pressure, Leonardo
agreed to a settlement with the Panamanian government in 2016, reimbursing contract amounts and

donating a helicopter ambulance as a compensatory measure (Persia, 2018).

Throughout these episodes, Leonardo maintained that it was not directly implicated as a corporate
entity and that the alleged misconduct occurred under former management. The company asserted
that it had taken steps to reform its compliance systems, including establishing a comprehensive
anticorruption framework in 2014, appointing a senior compliance officer, and developing an internal

whistleblowing mechanism (Council of Ethics - Government Pension Fund Global, 2016, p. 14).

Nonetheless, the financial and legitimacy repercussions of the corruption scandals involving
Leonardo between 2016 and 2017 were substantial, extending beyond immediate market losses to
broader concerns about governance and strategic direction. According to the Fondazione Finanza
Etica, the company’s increased focus on military contracts, which rose from 54 per cent of total
revenue in 2014 to 68 per cent by 2017, compounded with the corruption allegations, contributed to
a marked decline in financial performance (Il Sole 24 Ore, 2021). During this period, the company
reported a 44 per cent drop in net profit. On November 10, 2017, following a sudden downward
revision of growth forecasts, Leonardo’s share price plummeted by 21 per cent. The Italian media
reported that the company experienced a substantial decline in investor confidence, particularly as
institutional investors reassessed their exposure to defence firms implicated in unethical practices.
At the same time, what really pushed Leonardo to strengthen its anticorruption framework was the
pressure from financial markets. As Andrea Parrella, Chief Compliance Officer at Leonardo, put it,
reputational risk “"does not just mean vague and hardly measurable forms of social disapproval but
has a serious impact, for example, on the group’s relationship with the financial and banking system,
both Italian and international. The major banking players, with whom we deal when opening a line of
credit or issuing bonds, demand — rightly — stringent guarantees and risk assessment systems that

are precise, objective and binding” (Il Sole 24 Ore, 2021). In this sense, anticorruption improvements
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were not simply about restoring reputation, but about maintaining access to credit and ensuring

satisfactory financing conditions, making compliance a direct response to market discipline.

The reputational damage was exacerbated by Leonardo’s blocklisting in some international tenders,
effectively restricting access to key defence markets (e.g., India) and undermining its ability to
secure new contracts. Additionally, domestic stakeholders, including ethically driven investment
funds, began to distance themselves from the company, citing an increased risk of corruption and
governance deficiencies. Most notably, the Council on Ethics at NBIM, one of the key shareholders
of Leonardo, recommended the exclusion of Leonardo from the Government Pension Fund Global in
2016, citing “an unacceptable risk of gross corruption”, insufficiently robust internal controls, and the
firm’s continued reliance on agents in high-risk jurisdictions (Council of Ethics - Government Pension
Fund Global, 2016, p. 18). In 2017, NBIM placed Leonardo under formal observation due to the
perceived risk of its complicity in gross corruption. This status lasted until 2022, reflecting
institutional investors' growing insistence on ethical and transparent business practices in sensitive

industries.

In response, Leonardo undertook a comprehensive internal reform process to reinforce its
governance and integrity framework. This initiative included introducing a robust set of integrity
policies and practices, obtaining external certification, and increasing engagement with institutional
investors. As part of these efforts, the company implemented a new code of ethics, strengthening
the responsibilities and internal controls within Internal Audit, Offset, and Trade Compliance.
Additionally, Leonardo established a new code to regulate relationships with suppliers, issued more
stringent guidelines for commercial agents and consultants, and became the first among the world's
top ten Aerospace, Defence, and Security firms to obtain the ISO 37001:2016 Anti-Bribery

Management System certification.

In recognition of these measures, Leonardo was awarded ‘Best Corporate Governance’ in the
European Aerospace and Defence sector by Ethical Boardroom magazine in 2019. In 2021, the
company further cemented its position by reaching the highest level in Transparency International’s
Defence Companies Index on Anticorruption and Corporate Transparency, an assessment of 134
firms across 38 countries based solely on publicly accessible information. That same year, India lifted
its blocklisting of Leonardo’s products and services, signalling a restoration of confidence. By the end
of 2022, NBIM concluded that Leonardo had adequately mitigated past risks, leading to the

termination of its observation of the company.

During the same period that Leonardo was implementing significant internal reforms, new concerns
emerged regarding a developing scandal, labelled “Colombiagate” by the Italian press, which raised
further questions about the efficacy of the company’s compliance systems and the integrity of its

corporate governance. The investigation, led by the Naples Prosecutor’s Office, centred on a
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proposed but unsuccessful EUR 4 billion military equipment sale to the Colombian government,
involving aircraft, corvettes, and submarines produced by Leonardo and Fincantieri. Eight individuals,
including Leonardo’s then-CEQ, Alessandro Profumo, and former Italian Prime Minister Massimo
D’Alema, were named as suspects in the case, accused of aggravated international corruption.
According to the prosecution, intermediaries involved in the deal allegedly offered illicit commissions
of up to EUR 80 million, with half of this amount purportedly intended for a law firm in Miami.
Despite the deal collapsing, the allegations drew considerable media scrutiny and prompted a

broader investigation into Leonardo'’s internal practices.

In response, Leonardo initiated an internal audit to examine the company’s conduct throughout the
failed Colombian deal. The audit report, subsequently acquired by the investigating authorities,
reportedly identified several critical violations of company policies, particularly concerning the
handling of sensitive commercial information. According to reports in La Verita, Profumo allegedly
provided D’Alema with classified documents related to the deal without the requisite non-disclosure
agreements, exposing confidential details regarding military aircraft and radar systems. Furthermore,
the audit highlighted potential conflicts of interest, noting that some of the intermediaries involved
in the proposed transaction had criminal records or were under investigation, raising concerns about
Leonardo’s due diligence and risk assessment procedures. While Profumo maintained that no
contract was ever signed, the audit revealed discussions about potential success fees for
intermediaries, which, despite the deal's failure, suggested a lack of stringent oversight in the

company’s commercial operations.

In 2025, a Naples court ordered the archiving of the case against all the accused, including D’Alema,
Profumo, and other senior executives. The decision followed the prosecution’s request for closure,
citing insufficient evidence to substantiate the initial allegations of international corruption.
Investigators concluded that, while D'Alema had been contacted by Colombian officials regarding
potential military sales and had subsequently communicated with Leonardo and Fincantieri, the
proposed deal was neither unlawful nor formally executed. Moreover, the court found no evidence
that he had solicited illicit commissions or that any illegal payments had been made to
intermediaries. The archiving of the case effectively closed a chapter that had raised significant
concerns regarding Leonardo’s corporate governance and the transparency of its business dealings

in international defence markets.
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33.  Ownership and governance

During the period under review, the Italian Ministry of Economy and Finance was Leonardo’s largest
and most influential shareholder, holding a stake between 30.2 per cent and 30.5 per cent. This
‘golden share’ model, typical for state-participated enterprises in strategic sectors, granted the
government effective control over strategic decisions — particularly defence exports —and senior
management appointments. The implications of this political leverage were evident in high-profile
executive turnovers, such as the replacement of Moretti with Profumo in 2017 following the
AgustaWestland scandal, and renewed pressure from the Meloni-led government in 2023 after the

‘Colombiagate’ allegations (Amante & Fonte, 2023).

Leonardo’s origins lie in Italy’s post-war state-industrial apparatus, where it began as Finmeccanica, a
holding company for engineering and defence firms. Through aggressive acquisitions, such as
Agusta and Alenia Aermacchi, between 1994 and 2006, it consolidated into a national champion
under tight state supervision (Leone & Rogo, 2022). A pivotal shift occurred in 2014-2016 with a
sweeping ‘One Company’ reorganisation and rebranding to ‘Leonardo’, an attempt to distance the
firm from its scandal-ridden past and transition from a conglomerate to an integrated entity. This
was accompanied by a new Industrial Plan and a centralised board structure aligned with the Italian

Corporate Governance Code.

Today, Leonardo is a prominent multinational in aerospace, defence, and security, structured into
four core divisions: helicopters, aeronautics, electronics and security, and space systems. It
maintains a significant global footprint, with key operations in Italy, the United States, the UK, and
Poland, and employs roughly 50 OO0 people. Its remaining shares, constituting a 69 per cent free
float, are listed on the Italian Stock Exchange and widely dispersed among global institutional

investors, distinguishing it from family-controlled European peers like Dassault.

Nevertheless, political appointments continued to raise concerns over independence. Both the chair
and CEO positions were filled by individuals with close ties to Italy’s political establishment. Profumo,
for instance, had previously served as CEO of UniCredit and had connections to the Democratic
Party. Then-Prime Minister Gentiloni’s government supported his appointment. Similarly, the
recurring reshuffling of leadership based on changing political alignments (as occurred again in
2023) raises gquestions about the autonomy of governance in a strategic enterprise with political

utility.

Leonardo’s international positioning during this period was also shaped by its merger-and-acquisition
strategy. The company maintains a substantial international presence, operating in over 150

countries and sustaining key operational bases in Italy, the United States, the United Kingdom, and
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Poland. The United States is a particularly significant market, supported by Leonardo DRS, a
subsidiary specialising in defence electronics and tactical systems. In the United Kingdom, the
company is a major employer and industrial partner, contributing to key defence programmes and
maintaining advanced manufacturing facilities. The firm's activities in Poland are concentrated
around its helicopter production and maintenance facilities, while Italy remains its principal hub for

research, development, and production.

Financially robust with 2022 revenues of approximately EUR 14 billion, Leonardo’s corporate strategy
is articulated through the “Be Tomorrow 2030 plan, which emphasises technological innovation,
digital transformation, and sustainable objectives aligned with international environmental, social,
and governance (ESG) benchmarks. Ultimately, its governance reflects a continuous balancing act
between state policy interests, managerial discretion, and market signals, attaining recognition in

prominent indices such as the FTSE4Good and the Dow Jones Sustainability Index.

3.4. National and sector context

Italy’s struggle with corruption is deeply rooted in its political and administrative structures, and the
past decade has seen concerted efforts to improve accountability and regulatory integrity.
According to comparative data from the EuroPAM Index, Italy performs moderately in public
accountability legal frameworks but lags behind leading EU states, such as Germany, France, and the
Netherlands, in areas including executive oversight, lobbying regulation, and whistleblower
protection. Notably, EuroPAM highlights persistent weaknesses in enforcement mechanisms and

judicial independence, which directly affect the state’s ability to sanction high-level corruption.

Between 2013 and 2025, Italy pursued a series of institutional reforms under increasing pressure
from both the EU and the Organisation for Economic Co-operation and Development (OECD). The
Autorita Nazionale Anticorruzione, first established in 2012, became the focal point of anticorruption
policy. By 2014, its powers were expanded to include real-time oversight of public procurement,
including high-risk sectors such as defence and infrastructure (Mussari et al., 2024). This agency was
instrumental in implementing the National Anticorruption Plan, which mandated public bodies to

conduct risk assessments and adopt integrity plans tailored to their operational vulnerabilities.

Simultaneously, Italy revised its corporate liability framework under Legislative Decree 231/2001,
introducing stricter sanctions for entities found to be complicit in international bribery. A prominent
component of this reform era was Italy’s effort to align with the OECD Anti-Bribery Convention,
following criticism in successive evaluations for inadequate enforcement. Despite legislative
advancements, systemic limitations, particularly the statute of limitations in white-collar cases,
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undermined prosecutorial efficacy, contributing to public scepticism regarding elite impunity (Borlini
& Peters, 2024).

The effectiveness of these reforms remains a subject of debate. Empirical studies indicate that
although transparency mechanisms were improved on paper, their implementation remained
selective and fragmented, particularly at the municipal and regional levels (Woodhouse, 2022). In the
defence sector, these reforms faced additional resistance due to the invocation of secrecy clauses
under national security prerogatives. In this context, state-owned or state-participated enterprises

such as Leonardo operated with considerable autonomy and low public scrutiny.

Italy’s CPI score shows incremental improvement, rising from 43/100 in 2013 to 56/100 in 2022.
Nonetheless, this places Italy significantly behind northern European countries. Transparency
International has consistently flagged Italy’s challenges in lobbying regulation, party financing, and
access to public information as critical bottlenecks in its accountability infrastructure (Transparency
International UK, 2022). Evidence on corruption displacement suggests that introducing new
oversight mechanisms may sometimes shift rather than eliminate corrupt practices, especially when

bureaucratic capacity is not simultaneously strengthened (Woodhouse, 2022).

Overall, the regulatory context in which Leonardo operated during this period can be characterised
as one of legal expansion but institutional ambivalence. While statutory and procedural reforms
proliferated, enforcement was inconsistent, and sector-specific opacity, particularly in arms and
aerospace procurement, created opportunities for regulatory arbitrage. These conditions shaped
both the legal risks and reputational dynamics associated with Leonardo’s international
engagements, underscoring the structural limits of compliance reform in settings marked by political

fragmentation and uneven rule-of-law enforcement.

The global defence and aerospace industry is characterised by high capital intensity, concentrated
markets, and close ties between state and private actors. These structural features create fertile
ground for corruption, especially in public procurement processes where the value and complexity of
contracts often justify opaque procedures under national security exceptions. Consequently, the
industry remains one of the sectors most vulnerable to systemic bribery, fraud, and undue political

influence.

According to Transparency International’s Defence Companies Anticorruption Index (Transparency
International UK, 2022), approximately two-thirds of the world's leading defence firms show limited
evidence of anticorruption systems in place. The index explicitly notes that companies with
significant government ownership, such as Leonardo, face dual accountability deficits: weak market
incentives for transparency and insufficient external scrutiny by public institutions. Moreover, offset
agreements, which involve reciprocal investments in the purchasing country as a condition for
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defence contracts, are widely cited as mechanisms that facilitate corruption while formally

bypassing procurement regulations (Pyman et al., 2008).

The OECD Foreign Bribery Report (2014) found that the defence sector accounts for 19 per cent of
all cross-border bribery cases, second only to the extractives sector. This disproportionate share
stems from three main factors: the use of intermediaries, the classification of military contracts as
confidential, and the role of lobbying and political patronage in winning tenders. Case studies from
across Europe, including investigations into companies such as Airbus, Thales, and Leonardo, confirm
the global nature of these risks. In particular, single-source contracting and non-transparent

evaluation criteria create environments that enable bribery (Pyman et al., 2009).

Empirical research has supported this view. For instance, Krishnamurti et al. (2019) show that firm-
level antecedents, such as ownership concentration and political connections, significantly increase
the likelihood of corruption involvement in the defence sector. Their study, which uses Transparency
International data, links high corruption risk to transnational firms, particularly in jurisdictions with

weak institutional controls.

Between 2013 and 2025, the industry faced increasing external pressure from investors and civil
society groups to enhance its governance. The growing importance of ESG criteria has led several
pension and sovereign funds to reassess their exposure to defence firms implicated in corruption,
including Leonardo. For example, NBIM Investment Management’'s 2017 decision to place Leonardo
under observation was emblematic of this shift towards risk-based ethical investment, highlighting

the role of financial actors in indirectly enforcing transparency norms.

Despite these pressures, sector-wide compliance implementation remains limited. As detailed in the
study by Czibik et al. (2021), European defence procurement systems remain susceptible to
networked corruption, in which influence flows through informal relationships among firms,
ministries, and procurement agencies. Their analysis of defence contracts in EU states shows
persistent risks even where formal oversight mechanisms exist, particularly in the negotiation of

subcontracts and technological transfers.

Leonardo’s operations during this period thus unfolded within an industry facing increasing scrutiny,
yet still largely protected by legal and structural opacity. This environment enabled the persistence
of ethically questionable practices while allowing firms to deflect accountability through legal
complexity and jurisdictional fragmentation. In this sense, the industry context is not merely a
background condition but a determinant of both the opportunity structure and strategic behaviour

of firms like Leonardo.
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3.5. Integrity Management Systems in practice

This period was marked by Leonardo’s extensive efforts to consolidate its organisational integrity,
particularly in light of corruption allegations involving operations in India, Indonesia, and other
countries. This section analyses how belief, boundary, diagnostic systems, and interactive systems
were developed and refined throughout the observation period. While specific management control
mechanisms, such as the ISO 37001 certification and anticorruption training, could potentially serve
multiple purposes, this analysis focuses on how they were primarily discussed in Leonardo’s

communications with NBIM between 2018 and 2022.

Belief systems are formalised statements that communicate core values and strategic intent,
thereby inspiring employees to align their actions with the organisation's overarching mission. Belief
in Leonardo are articulated through key frameworks that reinforce corporate values and ethical
conduct, forming a foundational basis for anticorruption efforts. The firm's restructuring into a
unified entity in 2016 was a pivotal moment in the company’s history, designed to consolidate its
defence, security, and aerospace divisions under a single organisational framework. This
transformation aimed to create a more cohesive corporate culture that emphasised integrity,
transparency, and zero tolerance for corruption. The development of a mission and values statement
highlights the company’s commitment to ethical conduct, promoting a unified organisational ethos
centred on integrity and regulatory compliance (Council of Ethics - Government Pension Fund

Global, 2018).

Leonardo’s Code of Ethics serves as both a belief and boundary systems, articulating fundamental
principles of ethical behaviour expected of all employees, managers, and third parties. NBIM
mentions the centrality of this code in its reports, highlighting its role as a reference point for
addressing corruption risks, particularly in high-risk regions where the company operates. The 2018
and 2019 observation reports emphasised that this code was pivotal in guiding employee conduct in
regions characterised by elevated corruption risks (Council of Ethics - Government Pension Fund
Global, 2018, 2019).

ISO 37001 certification further integrates ethical principles into Leonardo’s operational framework.
Implemented in 2018, this initiative serves as both a belief and boundary system that aligns with
international anti-bribery standards, positioning ethical integrity as a cornerstone of corporate
strategy. The certification process involved establishing comprehensive anticorruption frameworks,
reinforcing the company’s commitment to ethical conduct and transparency across all operational
levels (Council of Ethics - Government Pension Fund Global, 2018). This dual classification reflects
the inherent tension between promoting ethical values and enforcing stringent regulatory

compliance.
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Boundary systems in Leonardo are designed to set explicit limits on acceptable behaviour and
operational conduct, ensuring that all business activities align with regulatory and ethical standards.
Internal audit functions play a vital role in monitoring compliance with ethical and regulatory
frameworks. In 2020, Leonardo conducted its first ISO 37001 audit, covering 10 of 24 identified risk
areas. The audit findings revealed four minor non-compulsory recommendations, indicating that
while the internal control framework was generally practical, there remained areas requiring further

attention (Council of Ethics - Government Pension Fund Global, 2022).

The whistleblowing platform, established in 2015 and updated in 2019, provides employees with a
confidential, anonymous channel for reporting unethical conduct. The revised platform included
more explicit guidelines for reporting requests for bribes, a critical enhancement given the
company'’s operational exposure to high-risk markets (Council of Ethics - Government Pension Fund
Global, 2019). The 2020 observation report highlighted that the whistleblowing system was integral
to fostering a culture of transparency and accountability, enabling employees to report misconduct

without fear of reprisal (Council of Ethics - Government Pension Fund Global, 2020).

Leonardo’s due diligence procedures for third parties constitute another critical boundary control.
Given the company’s historical association with corruption risks through intermediaries, particularly
in India and Indonesia, NBIM placed significant emphasis on third-party due diligence (Council of
Ethics - Government Pension Fund Global, 2018). In response, the Italian firm implemented a
structured methodology for evaluating third-party risks, focusing on identifying beneficial owners,
ongoing compliance monitoring, and contractual oversight. While these mechanisms appear to
primarily operate as boundary systems by defining acceptable behaviours and counterparties, they
may also function as interactive systems to the extent that ongoing monitoring and engagement
with third parties generate continuous organisational learning. The 2019 and 2020 observation
reports emphasised the magnitude of these procedures in mitigating corruption risks associated

with external agents (Council of Ethics - Government Pension Fund Global, 2019, 2020).

Reducing the number of agents and contracts was another strategic initiative aimed at minimising
corruption risks. By 2020, Leonardo had achieved a thirteen per cent reduction in third-party
agreements, reflecting a strategic shift towards establishing country offices and internalising
functions previously managed by external agents (Council of Ethics - Government Pension Fund
Global, 2020). This initiative was particularly significant in regions characterised by elevated
corruption risks, reinforcing boundary systems through operational restructuring and strategic

realignment.

Diagnostic systems are formal feedback mechanisms that monitor KPIs and identify deviations from
expected standards. Diagnostic systems in Leonardo focus on monitoring operational performance

against established benchmarks, identifying deviations, and implementing corrective measures to
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mitigate risks of corruption. The Enterprise Risk Management (ERM) framework has been
instrumental in identifying and assessing corruption risks within the broader context of strategic,
operational, financial, and compliance risks. Since 2016, the ERM framework has incorporated
corruption risk assessments as a core component, allowing the company to align its anticorruption
strategies with broader risk management objectives (Council of Ethics - Government Pension Fund
Global, 2018).

The Anticorruption Risk Assessment (ACRA), developed in 2019 and further refined in 2020, serves
as a targeted diagnostic system, assessing corruption risks at both the country and business-unit
levels and associating specific measures with key dimensions. ACRA’'s methodology enables
Leonardo to tailor its risk assessments to specific operational contexts, reflecting regional variations
in corruption risk and regulatory exposure. The Council on Ethics acknowledged ACRA’s evolution in
its 2020 report, noting that the enhanced methodology enabled more nuanced risk assessments,
including specific countermeasures tailored to high-risk countries (Council of Ethics - Government
Pension Fund Global, 2020).

Anticorruption training is primarily a diagnostic tool for assessing employees’ understanding of
corruption risks and identifying knowledge gaps. By 2020, the training programmes had been
integrated into the firm’s e-learning platform, “"HRevolution”, enabling the company to track
completion rates and evaluate training effectiveness through post-training assessments and periodic
feedback surveys (Council of Ethics - Government Pension Fund Global, 2020). The 2019 report
emphasised the importance of these diagnostic mechanisms in ensuring that anticorruption policies
were effectively communicated and understood across the organisation (Council of Ethics -

Government Pension Fund Global, 2019).

Regular reporting to the Council on Ethics constitutes another key diagnostic indicator, providing
external stakeholders with insights into Leonardo’s progress in implementing anticorruption
measures. Throughout the observation period, the company submitted comprehensive reports
detailing risk assessments, audit findings, and whistleblowing data, allowing the Council to monitor
the effectiveness of internal controls and identify areas requiring further attention (Council of Ethics
- Government Pension Fund Global, 2018, 2019, 2020).

Interactive systems facilitate strategic dialogue and ongoing learning, enabling organisations to
adapt to emerging uncertainties. Interactive IMS are characterised by mechanisms that promote
ongoing dialogue and engagement across organisational levels, enabling a dynamic approach to the
prevention and response to emerging corruption risks. The annual Compliance Council meetings
provide a platform for senior management and divisional leaders to discuss emerging risks, review
the effectiveness of controls, and identify strategic priorities for mitigating corruption risks. These

meetings, held since 2016, have been crucial in reinforcing a culture of compliance and ensuring
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alignment between operational activities and corporate governance frameworks (Council of Ethics -

Government Pension Fund Global, 2018).

Anonymous employee surveys, introduced in 2021, provide an additional layer of interactive IMS,
allowing the company to gauge the effectiveness of anticorruption training and assess employee
awareness of reporting procedures. The Council on Ethics noted that these surveys were
instrumental in identifying areas of concern and refining training programmes to address specific
knowledge gaps (Council of Ethics - Government Pension Fund Global, 2022). This temporal
dimension is critical, as the dynamic interplay between systems occurs over time. The framework
highlights that control systems are not merely mechanisms to enforce compliance but are levers that
managers can actively deploy to navigate strategic uncertainties and guide organisational behaviour.
In the case of Leonardo, these systems can be observed over time, particularly in the context of the
anticorruption initiatives disclosed to NBIM. Table 4 illustrates how specific systems transitioned in

function, reflecting shifts in organisational focus and strategic intent.

For instance, the employee survey, which aimed to gather qualitative feedback on the effectiveness
of anticorruption training and the whistleblowing system, was positioned as an interactive IMS. It
served as a mechanism to facilitate ongoing dialogue, enabling management to gauge employee
awareness and identify emerging risks. However, by 2022, the employee survey had transitioned into
a more structured, routine mechanism, with findings systematically reported and monitored, aligning
it more closely with diagnostic IMS. This shift illustrates how a single system can evolve, moving
from an interactive learning tool to a diagnostic monitoring device as the organisation’s strategic
priorities and IMS environment mature. However, the company'’s response reveals a strategic
tension: while it implemented rigorous diagnostic and boundary systems focused on compliance and
risk prevention, it placed comparatively less emphasis on fostering an ethical culture through
interactive learning and robust belief systems (Council of Ethics - Government Pension Fund Global,
2019, 2022).

This imbalance was exposed during the ‘Colombiagate’ scandal, where allegations emerged from
ambiguities in dealings with political intermediaries. The existing boundary systems, such as third-
party due diligence, proved insufficient to detect nuanced political risks, highlighting a gap in
interactive systems that could proactively identify such emergent uncertainties. Moreover, while
foundational belief systems, such as the Code of Ethics and ISO 37001, were in place, they
functioned more as formal compliance frameworks than as pervasive cultural drivers. Internal audits
revealing procedural grey areas underscored a misalignment between formal ethical principles and
operational practices, pointing to the need for more effective communication of core values to

bridge these gaps (Council of Ethics - Government Pension Fund Global, 2020).
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Type of system

TABLE 4: INTEGRITY MANAGEMENT SYSTEMS IN THE LEONARDO CASE

Observation Report 2018

Observation Report 2019

Observation Report 2020

Recommendation to

Discontinue Observation 2022

Belief systems

Leadership has established a clear
“tone from the top” prioritising
integrity, and the “One Company”
model is used to communicate
anticorruption values across the
organisation consistently

Company-wide training and
communications promote a unified
language of integrity

Anticorruption training and ISO
37001 integration embed core
values into daily operations

ISO 37001 certification is a
formalised part of the company's
integrity framework

Boundary systems

New guidelines and a dedicated unit
set explicit rules against corruption

Updated agent guidelines and risk
assessments define clear limits for
high-risk activities

Revised whistleblowing procedures
explicitly define and mandate the
reporting of misconduct

Commission limits and third-party
guidelines impose strict controls on
potentially corrupt practices.

Interactive systems

Meetings with the Ethics Council
facilitate strategic dialogue and
adaptive learning on risks

Management uses ethics updates
and strategic discussions to refine
risk processes actively

Employee surveys and feedback
sessions allow management to
gauge and adjust anticorruption
strategies

Audits and discussions with the
Ethics Council function as
interactive influence for continuous
improvement

Diagnostic systems

The ERM process introduces
diagnostics that track corruption
risk areas

Detailed tracking of whistleblowing
reports and due diligence outcomes
helps monitor compliance and risk
exposure

Systematic monitoring of reports
and audits identifies deviations from
anticorruption standards.

Surveys and report tracking provide
a framework for identifying
deviations and ensuring objective
alignment

Elaborated by the authors

51

BRIDGE/BAP

IMEmNVUnI //
Ve ys

Funded by

-




i

36. Conclusions

The Leonardo case presents a revealing example of how deeply embedded integrity challenges can
persist within strategic industries, even in the face of sustained public scrutiny and reputational risk,
or within a large, state-influenced multinational operating in the strategically sensitive and
corruption-prone defence sector. Against a backdrop of reputational crises and heightened investor
scrutiny — particularly following NBIM’s divestment — the company undertook a substantive
transformation of its integrity architecture. This response highlights how international reputational
pressures can function as powerful levers for reform, particularly when formal legal outcomes remain

inconclusive or protracted.

The Italian company'’s efforts to recalibrate its management systems, analysed here through our IMS
lens, suggest a shift towards embedding integrity into core organisational processes. Belief systems
were rearticulated through renewed ethical commitments, while boundary systems were reinforced
with clearer compliance protocols. Nevertheless, it was in the diagnostic and interactive systems —
through revised performance metrics, integrity dialogues, and cross-functional collaboration — that
the company made its most significant strides. These subsystems were not simply technical
mechanisms but vehicles for cultural change, addressing weaknesses in which financial incentives
had dominated and ethical risks had been marginalised. The case illustrates the value of aligning
strategic control with behavioural expectations, especially within decentralised, multi-sited

enterprises.

More broadly, Leonardo’s experience signals important lessons for defence companies navigating
complex regulatory environments and opaque global markets. A commitment to integrity ought to
extend beyond formal compliance frameworks and be internalised through organisational routines
and leadership behaviour. For multi-sited firms, this means not only standardising ethical
expectations across countries but also enabling adaptive, context-sensitive IMS that encourage local
engagement with global values. For similarly structured defence and aerospace firms, the Leonardo
case is less a model of best practice than a cautionary tale about the limits of internal reform in the
absence of robust external enforcement. International standards and ESG-driven investor activism
can play a significant role, but they are not a substitute for coordinated legal and political

accountability mechanisms.

Cultivating integrity in such organisations requires more than redesigning systems: it demands
confronting the political economies that shield them. Without greater alignment between domestic
legal systems, transnational regulatory frameworks, and the ethical expectations of civil society,
integrity programmes risk becoming sophisticated fagades: technocratic in form but limited in

transformative impact. This case calls for a more interdisciplinary and politically attuned research and
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policy agenda, one that treats integrity not as a matter of organisational design alone, but as a

systemic governance challenge.

Future corporate reforms could prioritise interactive systems that support ethical reflexivity and
ought to be treated not as a static benchmark but as a dynamic organisational capability, one that

decision-making at all levels.
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4. Critical infrastructure sector: The Post Office

Horizon IT scandal

41. Introduction

The Post Office Horizon IT scandal® stands as one of the most severe miscarriages of justice in
modern British history. It concerns the nationwide deployment of the Horizon IT system across the
Post Office network and the subsequent catastrophic organisational, legal, and governance failures.
At the heart of this affair are two organisations: the Post Office Limited (POL)®, a state-owned
company overseen by UK Government Investments (UKGI), and Fujitsu Services Limited” (formerly

ICL Pathway), the supplier responsible for developing and maintaining the flawed Horizon system.

Subpostmasters systematically treated faults and data integrity issues within Horizon as evidence of
wrongdoing. Despite formal oversight structures, including shareholder representation from UKGI
and the Department for Business, Innovation and Skills (BIS), effective challenge and accountability
were absent at every level. During the system'’s rollout and operation, the Post Office relied
exclusively on Horizon-generated data to pursue financial shortfalls and initiate prosecutions, while

government shareholders exercised only ‘arm’s-length’ oversight.

This chapter examines the scandal through the lens IMS framework, which reveals how each
component of POL's integrity management system became distorted to reinforce failure rather than
ensure accountability. The organisation’s unwavering belief in Horizon's ‘robustness’ overrode
mounting complaints from branch operators; boundary systems, established through a restrictive
agreement, suppressed whistleblowing; diagnostics, such as audit reports and incident logs, were
ignored or concealed; and interactive forums for oversight devolved into rituals of affirmation rather
than mechanisms of correction. Together, they formed a self-reinforcing loop that enabled this

catastrophic case.

5 This case is also widely known as the Post Office Scandal, the Horizon Scandal, the British Post Office Scandal,
and the UK Post Office Scandal.

6 In this study, Post Office Limited will be referred as “the Post Office” or “POL" as it is commonly used in official
and legal contexts.

7 Fujitsu's involvement was primarily through its UK-based subsidiary, Fujitsu Services Limited (formerly ICL),
which was the principal contractor responsible for the development, maintenance, and support of the Horizon IT
system. Following a corporate rebranding around 2021, the entity is now known as Fujitsu Global Delivery
Centre UK & Ireland Limited. References to “Fujitsu” in the context of the Horizon scandal pertain to the actions
and responsibilities of this subsidiary.
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A statutory public inquiry, chaired by Sir Wyn Williams, has extensively investigated these failures,
scrutinising the roles of POL, Fujitsu, and government officials. As the inquiry reached its closing
phases, the complex management of compensation and redress continues to attract sustained
parliamentary, media, and public scrutiny. This chapter contributes to this examination by focusing
explicitly on public procurement and whistleblowing as the principal vectors of corruption and
institutional failure. It will analyse how the procurement and contracting of the Horizon IT system
affected the handling of concerns raised by subpostmasters and auditors over time, particularly the

effectiveness of whistleblowing channels and protections.

Through this evidence-based analysis, the case study aims to provide a structured understanding of
how integrity systems failed and to offer insights into how they must be redesigned to prevent such

a scandal from recurring.

42. Case overview

The Horizon IT system was launched in 1996 as a swipe-card system for pensions and benefits
payments at Post Office branches. Known internally as the “Pathway Programme”, it was one of the
initial private finance initiatives (PFI) contracts between POL, the Department of Social Security, and
the computer firm ICL Pathway Limited, later part of the Fujitsu group® (Post Office Horizon IT
Inquiry - Opening Statements - Fujitsu Services Limited, 2022). According to the first special report
on the case, “like many large-scale IT endeavours of its era, it succumbed to excessive ambition,
questionable management consultancy practices, and the limitations of a PFl contract in effectively

delivering complex public services” (Brooks & Wallis, 2011), costing taxpayers GBP 720 million.

After the Department of Social Security withdrew in 1999, the program was repurposed into Horizon,
a digital platform designed to modernise Post Office branch operations. Rolled out nationally
between 1999 and 2001 to replace paper accounting, it became Europe’s largest non-military IT
contract (Horizon Settlement, 2020). It launched in January 2000, despite the company and POL
being aware of unresolved “acceptance incidents” from the outset (Post Office Horizon IT Inquiry -

Opening Statements - Fujitsu Services Limited, 2022).

8 |CL had originally been awarded the PFl contract despite ranking last of three bidders technically (but being
judged cheaper) and had since then only lived down to low expectations (Brown and Wallis, 2020).
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Subpostmasters?® quickly voiced concerns about system glitches and unexplained financial shortfalls,
but these were systematically overlooked (Post Office Horizon IT Inquiry, 2025). The state-owned
company treated discrepancies as real losses recoverable from branch operators under their
contracts, using Horizon data as evidence in internal investigations and criminal proceedings in
which POL functioned as a private prosecutor (Post Office Horizon IT Inquiry - Alwen Lyons, 2024).
Fujitsu provided expert testimony and evidence affirming the system'’s reliability, falsely asserting it
had “caught” operators at fault (Fowles, 2024), leading to hundreds of wrongful suspensions,

terminations, civil recoveries, and prosecutions.

Between 2000 and 2015, POL prosecuted 763 subpostmasters. Other bodies, including the Crown
Prosecution Service, brought a further 283 cases (Post Office Horizon IT Inquiry, 2025). Charges
included theft, fraud, and false accounting. During a 2015 evidence session of the BIS Committee,
lan Henderson — expert witness from Second Sight — argued that POL use a two-tier charging
strategy: the theft charge was a bargaining tactic to create an implicit plea deal, as defendants
facing only the lesser charge (false accounting) would likely avoid prison which was easier to prove
(Oral Evidence: Post Office Mediation, HC 935, 2015).

The human cost of the scandal extended far beyond financial ruin: 236 individuals were imprisoned,
many faced bankruptcy, family breakdown, and severe health issues, with at least six suicides linked
to the scandal™ (Post Office Horizon IT Inquiry - Opening Statements - Fujitsu Services Limited,
2022). A study found 67.3% of victims showed clinical levels of post-traumatic stress disorder, and

60.4% depression, far exceeding general population rates (Growns et al., 2024)

By the late 2000s, affected branch operators organised through the Justice for Subpostmasters
Alliance to demand independent scrutiny. From 2012 to 2015, POL initiated a mediation scheme and
commissioned forensic accountants Second Sight to review cases, although the process was
criticised for lacking independence and transparency (Oral Evidence from Mark Russell and Robert
Swannell, 2024). In 2017, 555 subpostmasters brought group litigation against POL (known as ‘Bates
v Post Office’), leading to a landmark High Court ruling that condemned POL's “institutional
obstinacy” in defending Horizon’s reliability as akin to “the 21st century equivalent of maintaining the
Earth is flat” (Bates & Ors v the Post Office Ltd (No 6: Horizon Issues) (Rev 1) [2019] EWHC 3408

(@B), 2019).

° Although reader may find the term ‘subpostmaster’ non-inclusive, it is the official, gender-neutral job title used
by Post Office Limited for all individuals operating its branches, regardless of gender, and is the term used
throughout this report for consistency and accuracy. However, when requested, female branch operators were
addressed by the court and the inquiry as ‘postmistress’.

'© The Inquiry received evidence from at least 59 individuals who contemplated suicide and 19 who attributed
alcohol abuse to their ordeal, with 10 attempting to take their own lives.
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The litigation compelled Fujitsu to acknowledge that bugs had been known for years (Oral Evidence
from William Paul Patterson, 2024), and catalysed broader institutional responses. The Court of
Appeal quashed several convictions in 2021 on grounds of abuse of process and unreliable evidence
(Hamilton & others v Post Office Limited [2021] EWCA Crim 577,2021). The UK government
established the Post Office Horizon IT Inquiry in 2020, chaired by Sir Wyn Williams, to examine
procurement, governance, and redress (Post Office Horizon IT Inquiry - Report - Volume 1, 2025). By
20242025, political response incorporated primary legislation to expedite exoneration and
compensation, acknowledging the systemic nature of the failings (UK Parliament, 2025; BBC, 2025).
This Inquiry became statutory under the Inquiries Act 2005™.

The scandal exposed critical failures in public procurement, contract management, and
organisational culture. Inquiry evidence highlighted POL'’s over-reliance on supplier assurances, weak
technical challenge capacity, and breakdowns in governance and whistleblowing processes (Post
Office Horizon IT Inquiry - Alwen Lyons, 2024; Post Office Horizon IT - David Smith and Hodgkinson,
2024). These issues are now the subject of sustained legal, parliamentary, and public scrutiny,

forming a focal point for public sector reform.

4.3. Ownership and governance

POL is a state-owned company operating at “arm’s length from the government” (£vidence from
BEIS - Post Office Teach-In, 2022), whose ownership and governance are defined by a Shareholder
Relationship Framework Document. It outlines the rights of the shareholder, information flow
requirements, and intervention mechanisms through the sponsoring department and UKGI
(Department for Business, Energy & Industrial Strategy, 2020). Although POL formally separated
from the Royal Mail on April 1, 2012, it remains accountable to the shareholders through UKGI under
this framework. The Shareholder Relationship Framework Document establishes a hybrid public-
corporate accountability model: while the POL Board retains operational control, the company is
accountable to shareholders and must seek prior consent for defined matters, such as capital
commitments above a specific threshold or director remuneration (Donald, 2023). This framework
also mandates information-sharing protocols and requires annual reporting to Parliament (Post
Office Corporate, 2025; UK Parliament, 2025). To facilitate oversight, UKGI is mandated to monitor,
assess, and challenge POL's performance and governance. It included appointing a UKGI Shareholder
Non-Executive Director to the POL Board to convey the government’s position while managing

potential conflicts of interest (Wallis, 2022).

" This inquiry had full powers to compel testimony under oath and demand the release of documents, ensuring a
thorough and authoritative investigation.
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However, this governance model proved ineffective during the scandal. The political-administrative
setting influenced escalation pathways, as former ministers told the Inquiry they were not alerted to
persistent Horizon problems through established mechanisms. This suggests significant limitations in
upward transparency and challenge within the oversight chain (Wallis, 2022). The UKGI has since
acknowledged these failings, describing internal “lessons learned” work to prevent recurrence in its

submissions to the Public Inquiry (Closing Statements - UKGI, 2024).

The Board and senior management’s actions were a critical failure point. Under the leadership of

Chair Alice Perkins and CEO Paula Vennells, the board’s perception of risk, overconfidence in supplier
assurance, and sensitivity to reputational damage affected decision-making (Post Office Horizon IT
Inquiry - Alwen Lyons, 2024). Internal communications show that as Horizon controversies

escalated, reputational considerations were weighed alongside legal and operational narratives. This
reflected an institutional culture in which defending the program and protecting the brand were
intertwined with governance judgments about disclosure and remedial action (Post Office Horizon IT

Inquiry - Opening Statements - Fujitsu Services Limited, 2022; Post Office Horizon IT Inquiry, 2025).

A key oversight failure concerned the relationship with the supplier, Fujitsu. An assessment recorded
by the official inquiry Chair stated that “with Fujitsu, [the] Post Office had driven a very hard bargain
on price, but they took back on quality/assurance” (Post Office Horizon IT Inquiry - Phase 5/6: Alice
Perkins, 2024 ). This classic outsourcing trade-off — prioritising cost over quality — later proved
consequential when the litigation scrutinised testing, defect remediation, and change control.
Evidence revealed how concerns about Horizon were minimised, and supplier assurances from
Fujitsu were accepted without sufficient independent verification (Post Office Horizon IT Inquiry -
Alwen Lyons, 2024).

The court case record further shows that urgent technical fixes were managed through change-
control and release forums, highlighting a supplier-centric operational model. Key components of
this process include incident logs, PEAKSs, and audit trails, which later became central to discovery
disputes and drew judicial criticism for inadequate disclosure (Wallis, 2022). These revelations
concerning technical governance also exposed fundamental weaknesses in POL's contractual
oversight and information rights, illustrating how the governance interface between the state owner,
corporate board, and strategic supplier collectively allowed defective assurances to persist (Ora/

Evidence from David Smith, 2024).

In sum, the formal ownership structure established clear lines of accountability in principle, but in
practice, it created powerful incentives and weak counterweights that failed to prevent the scandal.
The hybrid model, combined with a board culture focused on reputation and cost, allowed defective

system assurances to persist.
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4.4. National and sector context

A national-level analysis of the Post Office Horizon IT scandal exposes a mature but imperfect
integrity system in the UK, where structural and regulatory weaknesses enabled oversight failures.
Evidence presented to the Inquiry illustrates a spectrum of governance interventions, from “hard”
levers such as replacing the Chair to “soft” ministerial engagement with leadership. Alongside
significant breakdowns in transparency between the POL, its Board, and government ministers as

Horizon-related concerns escalated (Post Office Horizon IT Inquiry, 2025).

Moreover, the UK’s integrity environment provides important context. For instance, Transparency
International reports the country has dropped to 71 out of 100 in the Corruption Perception Index
(Transparency International, 2025a), ranking 20" globally, its lowest-ever score under the current
methodology. At the same time, the EuroPAM index further rates the UK’s public procurement
framework at 60/100, indicating middling performance with room for improvement on openness,

evaluation and institutional arrangements (EuroPAM, 2025b).

During the core period of the Horizon scandal, two key regulatory frameworks were in effect: public
procurement was governed by the Public Contracts Regulations 2015 (PCR 2015), while
whistleblowing protections fell under the Public Interest Disclosure Act 1998 (PIDA). The EU
Whistleblowing Directive (2019/1937) — which established stronger safeguards — was adopted after
the main Horizon events had already unfolded and was not transposed into UK law. This chronology
is critical: the system'’s rollout (beginning in 1999), the subsequent prosecutions (through the 2010s),
and the group litigation (2018—2019) all pre-dated the EU's regulatory intervention, leaving

whistleblowers dependent on the weaker, pre-existing PIDA framework.

In its public procurement practice, POL asserted that it operated competitive procedures in
compliance with the Public Contracts Regulations 2015 (PCR 2015) and used PCR-compliant
frameworks, thereby presenting itself as a contracting authority throughout the scandal period (Post
Office Corporate, n.d.). However, evidence presented to the Inquiry revealed significant governance
friction between POL and its government shareholder. This included ministerial scepticism regarding
IT risks and concerns that officials from the sponsoring department aligned too closely with POL's
stance, thereby curtailing independent scrutiny and challenge during critical phases of the Horizon
implementation and subsequent controversy (Post Office Horizon IT Inquiry - Report - Volume 1,
2025).

Guided by the Money Laundering Regulations 2017 and the Proceeds of Crime Act 2002, AML
shaped investigative and prosecutorial actions. Inquiry testimony revealed that the POL

investigations team collaborated directly with police and the Crown Prosecution Service, who
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routinely sought and relied on POL's assurances regarding the robustness of the Horizon system in

criminal cases, including money laundering investigations.

In the late stages of the case, the UK government shifted its stance from litigation defence to victim
redress (Post Office Compensation - Hansard - UK Parliament, 2023; Post Office Horizon IT Inquiry -
Report - Volume 1, 2025). Subsequently, the Procurement Act 2023 has superseded PCR 2015 for
most new procurements, introducing a transparent regime with strengthened duties designed to
prevent the information asymmetries that plagued Horizon-related contracting (Government

Commercial Function, 2022).

The Horizon affair sits within a distinctive UK postal and digital-services industry structure. POL
operated with significant autonomy while remaining accountable to its state shareholder, the UKGI.
Central to understanding this crisis was the structure of procurement governance and the
considerable control it afforded the supplier, Fujitsu. Although POL presented its procurement
function as centralised and compliant, evidence presented to the Inquiry revealed deeply flawed
contracting practices, as mentioned previously. This power imbalance became especially evident
during criminal investigations: when law enforcement sought witness statements on Horizon's
reliability, Fujitsu's legal team controlled all communications and dictated the terms of engagement,

highlighting the vendor's striking autonomy in critical legal and operational matters.

Additionally, the independence of the National Federation of Subpostmasters (NFSP) was
compromised within this structure. After losing its statutory trade union status in 2014 and
transitioning to a trade association in 2016, the NFSP became financially dependent on POL through
a Grant Framework Agreement (GFA). This agreement contractually prohibited the federation from
organising boycotts, engaging in media or political campaigns against POL, or funding third-party
litigation, effectively neutralising its capacity for independent advocacy (The National Federation of

Subpostmasters, 2025).

This financial and operational capture had profound consequences. In the Bates litigation, the High
Court found that the NFSP was “not remotely independent of the Post Office” (Bates & Ors v the
Post Office Ltd [2019] EWHC 3408 (QB)). Evidence presented to the Public Inquiry further revealed
that the federation later claimed it had been misled by POL, demonstrating how its reliance on the
company'’s funding undermined its ability to challenge systemic issues or represent subpostmasters’
interests effectively. The Inquiry also heard testimony from former NFSP CEO George Thomson,
suggesting a dismissive attitude toward the scale of prosecutions, which was met with anger by

affected branch operators (Oral Evidence from George Thomson, 2024).

The industry landscape was further complicated by evidence of political connections and conflicts of
interest between Fujitsu and UK government officials. Reports indicate that Fujitsu donated to both
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the Labour and Conservative parties, contributing GBP 26 000 annually to host “lounges” at each
party's conference. The former Fujitsu UK chair, Simone Blagden, was identified as a long-term
Conservative donor who was a member of the exclusive “Leader's Group,” which provided access to
senior party figures (Fowles, 2024). Subsequent media scrutiny forced the disclosure of an
undeclared lobbying firm in Blagden's register of interests, whose clients had secured public
contracts (Geoghegan, 2024). Additionally, Blagden was appointed to the UK Health Security
Agency advisory board in 2023, receiving GBP 80 000 annually from public funds (Fowles, 2024).

Media reporting forced the British government to update Blagden's register of interests, revealing an
undeclared lobbying firm whose clients won public contracts (Geoghegan, 2024). Additionally,
Blagden was appointed to the UK Health Security Agency advisory board in 2023, earning £80,000
yearly from public funds (Fowles, 2024).

In summary, this case reveals how structurally dependent relationships, constraints on representative
bodies, and strategic litigation behaviours collectively created an industry environment resistant to
early challenge. Following the litigation, POL acknowledged the need to reform its relationship with
the NFSP. Revised GFAs indicate an effort to recalibrate responsibilities and address prior
governance failures. The Horizon affair stands as a timely reminder of how the capture of

representative bodies can exacerbate systemic failures and suppress early whistleblowing.

45 Integrity Management Systems in practice

The application of our IMS in the Post Office Horizon IT scandal reveals how formal integrity
systems, while present on paper, ultimately reinforced rather than mitigated risks, particularly in
procurement assurance and evidence for prosecutions. For instance, POL's purpose statement —
“we're here, in person, for the people who rely on us” — emphasises its unique dual role both as a
universal service and a locally embedded institution, dependent on subpostmasters to provide in-
person, trusted support for communities, particularly those who depend on cash and face-to-face
transactions (Post Office Corporate, 2025). Nevertheless, the organisational culture maintained an
unwavering belief in Horizon's robustness despite mounting contradictory evidence from the
hundreds of branch operators. Belief systems were highly influential in this conviction that became a
powerful lock-in anchor, shaping investigations, disclosure practices, and litigation strategies. Fujitsu
also faced parallel reputational pressures, with diplomatic correspondence indicating that the
system'’s failure threatened both corporate standing, inward investment, and UK-Japan relations, as
mentioned by oral evidence during the Inquiry (Oral Evidence from David Sibbick, 2022; Oral
Evidence from Sir Steven Robson, 2022; Oral Evidence from Stephen Byers, 2022)
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Formal boundary systems existed but failed to ensure accountability. POL represented its
procurement processes as compliant with Public Procurement Regulations, yet internal assessments
revealed that cost pressures had compromised quality assurance. The organisation’s private
prosecutorial prerogative, which authorised internal security teams to pursue cases based on
Horizon data, relied on information from the same supplier whose systems were under question.
Additionally, contractual boundaries with the NFSP prohibited boycotts, media campaigns, or
litigation support against POL, effectively neutralising what should have been a primary channel for

stakeholder challenge from the affected individuals.

Multiple diagnostic systems mechanisms failed to trigger an appropriate organisational response.
The EY's 2010-2011 audit identified inappropriate privileged access (APPSUP role™) and warned of
risks from unrestricted system privileges, yet these findings did not lead to control redesign or
transparent external communication about remote data alteration capabilities. In addition, technical
incident logs (PEAKs) contained evidence of system errors and privileged access, with some entries
explicitly noting that “the customer is not aware of this problem” (Supplemental Expert Report of
Jason Coyne, 2019). These critical diagnostics were neither shared with affected stakeholders nor

incorporated into prosecutorial assessments.

Formal interactive systems existed but became ritualised rather than functional. Shareholder
oversight through UKGI, board forums, and supplier governance meetings consistently aligned with
management’s “robustness” narrative rather than providing independent challenge. Attempts to
secure open-book access or independent technical review met resistance or delay. External
interfaces with law enforcement reproduced this pattern, with police routinely seeking and relying
on POL'’s assurances about Horizon's reliability while Fujitsu’s legal team controlled communications

about the system’s capabilities.

The interaction among these systems created a self-reinforcing loop that normalised Horizon risk
and insulated it from effective challenge. A deeply embedded belief in the system’s robustness
suppressed contradictory diagnostic evidence, boundary systems diverted attention from
independent scrutiny, and interactive systems proved too weak to reframe strategy — until judicial

intervention forced accountability.

This series of failures carries clear implications for public procurement and integrity systems:
contracts must enforce transparent information rights and independent technical validation;
stakeholder agreements must avoid clauses that suppress legitimate criticism; and diagnostic

processes must require full disclosure of system capabilities that impact evidential reliability. Table 5

2 1t is a contraction of Application Support which was a privileged super-user or administrator role within the
Horizon IT system to grant remote access, exclusively used by Fujitsu engineers at their UK data centre.
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examines the application of IMS to the Post Office Horizon IT scandal. Our analysis indicates that the

IMS failed not due to a lack of formal policies or oversight bodies, but because belief and boundary
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TABLE 5: INTEGRITY MANAGEMENT SYSTEMS IN THE POST OFFICE HORIZON IT SCANDAL
Consequences for

What should have

Type of Formal instruments in the How it actually operated Remediation priorities
system Horizon system (Horizon years) procurement, happened (going forward)
whistleblowing and justice (design intent)
Mission/values about trust and The “robustness” mantra
: public service; senior became a cognitive anchor. It Normalised risk and .o . . Reframe beliefs around “evidence
Belief e . . Inspire integrity while S .
assurances that “Horizon is overrode contrary technical discouraged doubt . over assertion”; link executive
. . . S welcoming doubt that must . - .
systems robust”; and political signals, shaped board narratives, It also fed a defensive litigation . incentives to data quality and
: ) : . } be continuously tested
messaging about confidence and aligned with supplier posture openness
in the network reputational pressures
Existence of public . . . Remove dissent-restricting
. . Suppressed dissenting voices
procurement rules, supplier Boundaries often protected - . . clauses. Promote open-
B d . . X . . with narrowed information . . . . .
ounaary codes, private prosecution reputation rather than integrity. L S Use boundaries to limit book/forensic access, audit trails,
. . . entering investigations. . . e
prerogatives, and disciplinary GFA prevented a collective : misconduct, such as and independent verification.
systems g . Locked in contract terms that L .
procedures. But GFA governing challenge, and the prosecution ) concealment Limit private prosecutions where
. - . did not ensure open-book .
NFSP and templated witness relied on supplier-managed data access evidence depends on vendor-
processes controlled systems.
. . Internal audits, risk registers, Diagnostics identified privileged False comfort; weak early- 'M?il\jﬁedztdaa"(]:::zgsrsl’t)ériiincil risk
Diagnostic incident/PEAK logs, change- 9 - priviieg warning; evidential weaknesses Treat reliability, access priviieg
. access and data-integrity issues : ST indicators reported to the board
control records, e-disclosure o , propagated into prosecutions; control, and defect .
systems . X but were minimised, siloed or . I . L . and shareholders with automated
questionnaires, performance disclosure failings undermined remediation as the main KPIs .
not escalated S anomaly alerts and independent
dashboards justice and delayed redress - :
technical audits
Shareholder challenge via UKGI,  Meetings occurred but did not Prevented the organisation from Independent technical review
Interactive board and audit committees, surface uncertainty. learning and slowed recognition  Bring and enable external agenda items, rotating external
supplier release/change forums,  Management often aligned the of systemic errors. Limited expertise and dissent while experts on committees,
systems parliamentary channels, police—  lock-in robustness narrative, whistleblower impact and creating structured challenge  formalising early-escalation routes
supplier—POL interfaces, and the independent technical allowed supplier control over from independent parties from branches/MPs to the board,
ministerial oversight challenge resisted or delayed facts and publish learn-and-act logs
. . . Se.lf'- reinforcing !oop that Systems should counter-
Cross-system Belief and 'restnct'lve boundaries prlylleged asserFlon over balance each other: Rebalance the system: codify pro-
. . reduced diagnostics and evidence, enabling procurement . : . :
. All four systems existed in form : boundaries protecting disclosure norms and align
dynamic hollowed out the challenge assurance gaps, disclosure . . .
- . . ) . whistleblowers and incentives to transparency
(ritual oversight) failures, and miscarriages of : : X
justice diagnostics surfacing errors

Elaborated by the authors
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46. Conclusions

The Post Office Horizon IT scandal revealed far more than mere technical malfunction or corporate
misconduct. It stands as an emblematic case study in systemic institutional failure, exposing
fundamental flaws in overreliance on technology (Rodriguez-Olivari & Dudau, 2025). For instance, UK
courts, operating under the presumption of machine reliability established in Castle v Cross (Data
Through Human Mind: Castle v Cross, 1984), routinely upheld wrongful prosecutions based on
Horizon’s flawed data, treating the software as infallible despite its human-coded and error-prone

nature (Marshall et al., 2021).

At its core, it reveals how organisational belief systems can override factual evidence and diagnostic
warnings. The unwavering conviction in Horizon’s “robustness” became a powerful cognitive anchor
that shaped decision-making at all levels, from operational staff to senior leadership. The failure of
diagnostics proved particularly devastating. Multiple warning signals: from EY’s audit, identifying
inappropriate privileged access to technical logs documenting system errors were either ignored or
actively suppressed. The absence of effective whistleblower protections under PIDA left employees
without adequate channels to escalate concerns, while the contractual gagging of the NFSP
eliminated the most natural source of collective challenge. Even when diagnostics surfaced
problems, the interactive IMS that should have facilitated organisational learning and correction
instead reinforced the prevailing narrative. Shareholder oversight through UKGI, board governance
forums, and supplier management meetings became a formality rather than a mechanism of

challenge.

Moreover, integrating Horizon data into criminal justice processes magnified these control failures
exponentially. The Post Office’s unique position as both victim and prosecutor created an inherent
conflict of interest, while police reliance on POL's assurances about system integrity bypassed
necessary scrutiny. The result was the catastrophic miscarriage of justice that saw hundreds of
innocent individuals wrongfully prosecuted based on flawed evidence. In turn, integrity systems did
not self-correct: belief systems (“Horizon is robust”) overrode diagnostics (EY warnings on APPSUP
and PEAK entries recording customer unawareness), boundary systems (NFSP funding clauses,
templated witness outputs, and private-prosecution investigative taskforces) channelled behaviour
away from scrutiny, while interactive systems (shareholder challenge, supplier governance, police—
supplier—POL interfaces, ministerial engagement) were symbolic or arrived late, so courts and the

Inquiry became the de facto diagnostic controllers.

The 2019 supplementary statements acknowledging privileged remote “insert/edit/delete” capability
—and the High Court’s finding that earlier categorical denials were “simply untrue” —mark a

correction of belief imposed externally rather than produced by internal integrity systems. Attempts
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by chairs, auditors, and others to secure open-book or independent review met resistance, aligning
procurement dynamics (‘hard bargain’ traded for weaker assurance) with litigation-risk drafting in

evidentiary processes, thereby sustaining a self-reinforcing control loop.

The broader integrity environment in the UK provided context for these failures. The country’s
average performance in corruption perceptions and public procurement transparency indices
reflects systemic vulnerabilities that enabled the Horizon disaster. The outdated whistleblowing
protections created an environment where oversight failures could persist undetected for years.
Nevertheless, the scandal also reveals pathways to reform. The subsequent government response —
shifting from litigation defence to victim redress — demonstrates capacity for institutional learning.
The Procurement Act 2023, with its emphasis on transparency and supplier access, addresses some
of the information asymmetries that plagued the Horizon contracting process. Moreover, the UKGI's
acknowledgement of failings and commitment to “lessons learned” indicates recognition that “arm’s-

length governance” requires more substantive engagement.

Finally, a report made by the non-governmental organisation Protect reveals that the failure to act on
early warnings on the flawed Horizon system led to catastrophic financial costs. While
whistleblowing could have triggered corrective action at no cost, POL instead pursued GBP 7.2
million in avoidable expenditures — including GBP 5.2 million spent prosecuting innocent
subpostmasters and GBP 1.9 million on ‘Project Sparrow’, a reputational-damage control campaign.
These decisions resulted in GBP 314.9 million in fallout costs, primarily legal fees (GBP 256.9 million)
and compensation (GBP 58 million), bringing the total scandal-related costs to GBP 322.1 million
(Protect, 2025).

By 2030, the Post Office seek to deliver a “New Deal for Postmasters” contained in the 2024
Strategic Review. Key priorities include digital transformation, branch network stability, and
improved support for postmasters as operations modernise and public trust is restored (Post Office
Corporate, 2025). The Green Paper on the future of POL sets out a GBP 500 million funding boost
over the next 5 years (Department for Business and Trade, 2025a). However, financial redress has
progressed slowly: 30 per cent of claims are still under assessment, and victims continue to report
problems with Horizon as recently as 2024. With 70 per cent of postmasters reporting a

“unexplained discrepancy” since January 2020 (Race, 2024), uncertainty remains.

These ongoing issues underscore a central lesson of the scandal: integrity requires more than
policies and procedures. Effective governance must ensure that diagnostic evidence can challenge
entrenched beliefs and that interactive systems create genuine accountability. This is particularly
important given that the Post Office itself, an institution whose governance failed, currently
administers most of the compensation schemes. Understandably, critics say it lacks the trust and

impartiality needed to manage redress for victims (Goodley, 2025). For instance, the POL is accused
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of wasting over a quarter of the total amount paid to victims of scandal (GBP 136 million) (Wallace,
2025). Table 6 shows the progress across the four compensation schemes for victims. The Group
Litigation Order Scheme, managed by the Department for Business and Trade, has received 425
claims, made 407 offers, and paid out 265 of the 269 accepted cases. The Horizon Convictions
Redress Scheme (HCRS), also administered by the same department, has completed processing all
273 claims, with 257 already paid. In contrast, the Overturned Convictions Scheme, handled by the
Post Office, has a smaller scale, with 86 claims received, 80 offers made, and all 71 accepted claims
paid. The Horizon Shortfall Scheme, also Post Office-administered, has processed the highest
volume, with 2 417 claims received and 2 112 paid out, while its late claims segment shows a

significant backlog: 7 020 claims received, but only 4 227 offers made and 3 613 paid.

TABLE 6: POST OFFICE HORIZON IT FINANCIAL REDRESS DATA (2025)

Administered Claims Claims . .
Scheme . Offers made Claims paid
by received accepted
D t t f
Group Litigation Order epartment for
Business and 425 407 269 265
Scheme
Trade
D f
Horizon Convictions epartment for
Business and 273 273 273 257
Redress Scheme
Trade
Overturned Convictions
Post Office 86 80 71 71
Scheme
Horizon Shortfall
Post Office 2 417 2 417 2112 2112
Scheme
Horizon Shortfall
. Post Office 7 020 4227 3700 3613
Scheme (late claims)

Elaborated by the authors with information from the Department for Business and Trade (2025b).

Information as of 7 May 2025. Amounts are rounded to the nearest GBP 1 million.

Table 7 provides an overview of the performance and outcomes of various compensation schemes
related to the Post Office Horizon IT scandal. The HCRS, administered by the UK Department for
Business and Trade, shows strong payment rates, with 100 per cent of claims accepted. While the Post
Office demonstrates near-total payouts, its central role in the scandal makes it unfit to oversee justice
for its own victims, as MPs and postmasters remain sceptical after decades of systemic misconduct

(Goodley, 2025).
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TABLE 7: POST OFFICE HORIZON IT CLAIMS’ ACCEPTANCE AND PAYMENT RATES (2025)

. Accepted claims ; . Amount to be paid
Scheme Administered by Paid claims rate
rate (million)
Group Litigation Order Department for
63% 99% 160
Scheme (GLO) Business and Trade
Horizon Convictions
Department for
Redress Scheme ] 100% 94% 229
Business and Trade
(HCRS)
Overturned
Convictions Scheme Post Office 82% 100% 68
(ocs)
Horizon Shortfall
Post Office 87% 100%
Scheme (HSS)
507
Horizon Shortfall
Post Office 52% 98%
Scheme (late claims)

Calculated by the authors with information from the Department for Business and Trade (2025b).

Ultimately, the Post Office Horizon IT scandal stands as a sobering reminder of what happens when
safeguards fail. It is a cautionary tale to build more resilient, transparent, and accountable
organisations in Europe. Revamping IMS in the Post Office will require re-engineering contracts to
ensure transparency, redesigning incentives to reward rather than punish challenge, and creating
forums where evidence consistently prevails over assertion, and technology serving rather than

dominating human judgment.
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5. Healthcare sector: The Novartis Hellas case

51  Introduction

The Novartis Hellas Kickback scandal represents a compelling case of transnational bribery unfolding
within a fragile governance context. Between 2006 and 2015, the Greek subsidiary of Swiss
pharmaceutical giant Novartis AG was alleged to have engaged in illegal payments to doctors, public
officials, and politicians to secure inflated drug prices and dominant market access. These activities
occurred during a period of extreme fiscal austerity in Greece, amid deep public sector cuts and
heightened international creditor oversight. The scandal came to light following an FBI probe and
whistleblower testimony, prompting subsequent investigations by Greek judicial and parliamentary
authorities. Alleged financial damages to the Greek state and social insurance funds exceeded EUR 4
billion. Although Novartis reached a USD 345 million settlement with U.S. authorities for violating the
FCPA, domestic prosecutions in Greece had limited impact, culminating in the acquittal of implicated

politicians and a shift in focus to healthcare professionals.

This case study situates the Novartis scandal within the broader Greek political, legal, and economic
landscape. It highlights key contextual factors, including entrenched clientelism, weak institutional
oversight, and a fragmented healthcare procurement system vulnerable to corruption. Novartis's
IMS reveals a misalignment between formal compliance structures and operational realities. While
corporate belief systems and boundary systems formally existed, their implementation in Greece
was ineffective. Diagnostic systems disproportionately emphasised financial targets, creating
perverse incentives, and interactive systems — vital for surfacing ethical risks — were functionally

absent.

The scandal illustrates how multinational corporations can exploit institutional weaknesses in host
countries, particularly in sectors like healthcare, where regulatory oversight is underdeveloped. It also
highlights the limitations of formal anticorruption frameworks when not paired with robust
enforcement, cultural integration of ethical norms, and internal accountability mechanisms. The
GCreek state’s eventual revocation of whistleblower protections and the initiation of retaliatory
prosecutions further reflect the politicisation of judicial processes and the risks faced by those

exposing high-level corruption.
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Drawing on empirical evidence from legal settlements, parliamentary proceedings, and investigative
journalism, the chapter offers critical insights into both corporate governance failures and systemic
institutional vulnerabilities. It concludes by proposing reforms, including the integration of ethics-
driven KPlIs, empowered compliance functions, and institutional mechanisms to protect
whistleblowers — highlighting the need for a recalibrated integrity management package that can

withstand the pressures of competitive markets without sacrificing ethical standards.

52. Case overview

The Novartis Hellas scandal is a complex legal case involving allegations of bribery and corruption by
the Swiss pharmaceutical company in the Greek healthcare system. In a nutshell, Novartis Hellas
allegedly made illegal payments to healthcare professionals to boost sales, and bribed public officials
and politicians to approve overpriced contracts between 2006 and 2015. During that period, the
Greek public health had been squeezed heavily by cost-cutting measures demanded by its
international creditors (the International Monetary Fund, the European Commission and the
European Central Bank) during the country’s debt crisis (Staines, 2018). The case unravels the
intersection of bribery, corporate misconduct, and poor whistleblower protection, exposing systemic
integrity management vulnerabilities and revealing gaps in enforcement and oversight mechanisms

to achieve control and accountability.

The case first came to light in December 2016, following an FBI investigation and testimony from
Novartis executives based in Greece, who provided the U.S. authorities with hundreds of documents
showing kickback payments to more than 4 000 public and private physicians in Greece between
2006 and 2015 (Keep Talking Greece, 2018). The allegations pertained to Novartis Hellas engaging in
a broader scheme to bribe employees of state-owned and state-controlled hospitals and clinics in
Greece to boost prescriptions and increase the sales of Novartis-branded pharmaceutical products.
According to the US authorities, the scheme was implemented in two dimensions. First, by indirectly
paying for the trips of publicly employed Greek health care providers to international medical
congresses in exchange for increasing the number of prescriptions they write for prescription drugs
sold by Novartis Hellas. Moreover, second, by making improper payments to Greek health care
providers for their participation in an epidemiological study in order to increase sales of certain
Novartis-branded prescription drugs (United States Attorney's Office - District of New Jersey,
2020).
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In mid-December 2016, the Greek government launched an official investigation into the case
following the FBI's investigation, and the Greek Judicial Council opened a formal probe. In early
January 2017, Greek prosecutors raided the Athens offices of Novartis, confiscating electronic data
and files in search of evidence of alleged bribery (Reuters, 2017). The company’s illegal scheme could
have cost the state an estimated EUR 4 billion (Michalopoulos, 2017; Staines, 2018). In April 2017, the
Greek Parliament formally launched an investigation into suspected health scandals and corruption
going back two decades, involving bribes and inflated prices for medical equipment, and medicine
corruption, a move directly tied to mounting concerns over the practices of pharmaceutical
companies, such as Novartis Hellas (Keep Talking Greece, 2017). Key elements of the probe included
unexplained cost overruns in hospital procurement; irregularities in drug pricing, including allegations
of favourable treatment for pharmaceutical giants like Novartis; and a general pattern of collusion
between state officials and corporate actors. The inquiry committee was tasked with gathering
testimonies, analysing procurement data, and producing a report that would guide future legal or
prosecutorial actions. It was widely seen as the beginning of a larger political and judicial
confrontation over pharma-driven corruption in Greece and directly preceded the full emergence of
the Novartis scandal in early 2018. This parliamentary initiative preceded and laid the groundwork for
the explosive 2018 revelations involving politicians, while no individuals were officially named at this
stage — the investigation signalled a growing political will to confront entrenched corruption in public
health.

In February 2018, the Parliament initiated a formal investigation into allegations that Novartis had
engaged in a decade-long bribery scheme involving high-ranking officials, leading to inflated
healthcare costs in Greece and potentially across the European Union. The investigation targeted ten
prominent political figures, including former prime ministers and former health ministers from the
2006-2015 period, all of whom were accused of accepting bribes from Novartis Hellas (Smith,
2018a). The accusations were based on testimonies from protected witnesses and a confidential
report compiled by anticorruption prosecutors indicating bribes totalling up to EUR 50 million were
paid between 2006 and 2015. Following a 20-hour debate, a 21-member committee was established
to determine whether charges such as bribery, breach of duty, and money laundering were
applicable, as under Greek law, Parliament must first examine allegations against politicians before

judicial proceedings can commence (Smith, 2018b).

In June 2020, while the investigation was underway, Novartis AG and its subsidiaries settled with
U.S. authorities, agreeing to pay over USD 345 million to resolve violations of the FCPA relating to
bribery and improper financial practices in Greece, Vietnam, and South Korea (Novartis, 2020). As
part of this settlement, the company admitted to having engaged in schemes to bribe healthcare

professionals in Greece to increase sales of its pharmaceutical products between 2012 and 2015,
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with key practices involving (1) providing Greek healthcare providers with paid trips to international
medical conferences, including events in the U.S., as inducements for prescribing Novartis drugs; (2)
making improper payments to Greek healthcare providers under the guise of conducting an
epidemiological study, which was used to incentivize increased prescriptions of Novartis products
(United States Attorney's Office - District of New Jersey, 2020). Although in the context of the U.S.
settlement, Novartis Hellas had to enter into a deferred prosecution agreement with the U.S.
Department of Justice and admit its misconduct, the settlement did not include an admission of
bribery involving Greek politicians, thereby aligning with Novartis’s own internal findings (Novartis,
2020).

In June 2022, significant concerns emerged regarding the integrity of the investigation, centring on
discrepancies between the original FBI documents and their Greek translations. These discrepancies
involved the omission of prominent politicians’ names, raising questions about potential political
interference and the inquiry committee’s overall transparency. The controversy began when Greek
media outlets, including Documento News and Kouti Pandoras, compared the original English-
language FBI documents and their official Greek translations, showing that names of politicians were
present in the former but absent in the latter (Keep Talking Greece, 2022). Though the Greek Foreign
Ministry responded by distancing itself from the allegations, asserting that a private translator
conducted the translation and that the ministry was not obligated to review its accuracy, the
translator involved claimed that all names were included in the version they had submitted,
suggesting that alterations occurred after submission. This conflicting information led to further
suspicion regarding the handling of sensitive documents and raised concerns about potential
manipulation of evidence and the politicisation of judicial processes, particularly given that political

figures were implicated.

In May 2023, the court acquitted four former Novartis executives and one former political adviser of
bribery charges, while simultaneously pressing charges against 15 doctors for accepting illicit
payments from the pharmaceutical company (Becker, 2023). It was determined that there was
insufficient evidence to support allegations that these individuals had bribed politicians or non-
political figures. Additionally, charges related to bribery of non-political individuals were dismissed
due to the expiration of the statute of limitations following a 2019 amendment to the penal code.
The court also found no evidence of passive bribery involving the ten politicians initially implicated in
the investigation. In contrast to these acquittals, the economic prosecutor filed charges against
fifteen doctors for passive bribery and money laundering. The investigation revealed that these
medical professionals received financial incentives from Novartis in exchange for prescribing the
company'’s medications. Evidence included financial records and communications indicating illicit

payments. (Ekathimerini, 2023)
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In October 2024, the Greek Financial Prosecutor’s Office revoked the protected witness status of
two key whistleblowers in the Novartis bribery case, revealing their identities and enabling implicated
politicians to pursue legal action against them. This decision, which was preceded by a legislative
amendment to Greece’s criminal law in May 2024 that granted prosecutors discretion to disclose the
identities of protected witnesses, raised significant concerns about the integrity of the investigation
and potential political interference (OCCRP, 2024). Almost immediately after the revocation of their
witness protection, the two whistleblowers faced legal repercussions, as they were summoned by
the courts to testify as suspects for alleged offences of false testimony and perjury (Ekathimerini,
2024).

In April 2025, the trial of these two former protected witnesses commenced for charges of perjury
and false accusations (Ekathimerini, 2025b). Following a postponement due to the presiding
prosecutor’s recusal over conflicts of interest, a new prosecutor was appointed, and the trial finally
began on April 4, 2025. In the early proceedings, the court dismissed initial legal objections but
reserved judgment on a critical defence argument concerning the statute of limitations. The
outcome of this ongoing trial is anticipated to have significant implications for whistleblower
protections and the broader fight against corruption in Greece. Observers are closely monitoring the
proceedings, given their potential impact on future anticorruption efforts and the legal treatment of

individuals who come forward with allegations against powerful entities (Ekathimerini, 2025a).

53. Ownership and governance

This scandal must be understood within the broader structural and institutional landscape of Greece,
which, during the relevant period, was marked by political polarisation, systemic regulatory
weaknesses, and the lingering effects of economic crisis. Drawing on findings from the EUROPAM
database and media reports, this section illustrates how fragile governance ecosystems can facilitate
high-level corporate corruption, particularly in sectors such as healthcare, where oversight

mechanisms are weak.

Novartis AG is a Swiss multinational pharmaceutical corporation based in Basel, Switzerland.
Established in 1996 through the merger of Ciba-Geigy and Sandoz, the company has become a
global leader in the development, manufacturing, and marketing of innovative medicines, operating
across diverse therapeutic areas, including oncology, neuroscience, immunology, and cardiovascular

disease. Consistently ranked among the global top five, Novartis is today one of the largest
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pharmaceutical companies in the world and was the fourth-largest by revenue in 2022. In 2023,
Novartis reported revenues of approximately USD 45.44 billion and net income of USD 14.85 billion
(Dunleavy, 2024). The company is active in more than 150 countries worldwide and employs over
105 000 people. Moreover, the firm’s medicines reach more than 250 million people worldwide
(Proclinical, 2024). From a strategic perspective, the company continues to invest significantly in
research and development, focusing on areas of high unmet medical need. According to the Swiss
pharmaceutical, it emphasises leveraging advanced technologies and digital innovations to enhance
drug discovery and development processes, while maintaining at the same time its strong
commitment to improving access to healthcare and addressing global health challenges (Novartis,
2025).

54. National and sector context

The Novartis Hellas scandal unfolded within a multi-layered regulatory ecosystem comprising
international, EU, and Greek frameworks. At the international level, the FCPA and the OECD Anti-
Bribery Convention established binding anticorruption standards, leading to a USD 345 million
settlement for Novartis due to its misconduct in Greece. The EU regulatory layer included the Public
Procurement and Whistleblower Protection Directives, designed to ensure fair competition and
protect whistleblowers. The latter legislation was severely undermined when Greece revoked key
witnesses’ protected status. Domestically, Greece's legal framework, including its Penal Code and

laws on political accountability and pharmaceutical pricing, appeared robust on paper.

Greece's national legal framework against corruption combines penal provisions, sector-specific
regulations, and laws governing political accountability. Core criminal offences related to bribery are
defined in Articles 235-237 of the Greek Penal Code, which prohibit active and passive bribery of
public officials. Law 4022/2011 introduced expedited procedures for high-profile corruption cases,
although its impact was limited by procedural safeguards for politicians under Law 3126/2003, which
requires parliamentary approval to prosecute ministers. Pharmaceutical pricing and reimbursement
are regulated under Law 4254/2014, a framework exploited in the Novartis case due to limited
transparency and oversight. Additionally, Law 4557/2018 governs anti-money laundering and asset
recovery, providing tools for tracing illicit financial flows linked to bribery. Finally, data protection
laws (Law 2472/1997 and its GDPR-aligned successor, Law 4624/2019) influence how investigatory

bodies access and manage sensitive personal data.
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The Greek legal framework appears to be firmly and formally aligned with the EU and international
anticorruption frameworks described above. However, the implementation and enforcement of
these frameworks often lag due to institutional fragmentation, political interference, and procedural
weaknesses. This implementation gap is substantial in the Novartis case. First, despite the
involvement of international bodies such as the FBI and the US Department of Justice, Greek
prosecutorial processes were marred by inconsistencies, including controversial translation issues
that omitted key names from FBI documents, thereby undermining judicial transparency. Second, the
revocation of protected witness status in 2024, a move enabled by recent legislative amendments,
revealed a judiciary potentially vulnerable to political influence and left whistleblowers exposed to
retaliatory litigation. This action is contrary to the EU Directive 2019/1937 on whistleblower
protection. In this regard, the Greek judiciary showed an ability to initiate investigations but lacked
the institutional independence and procedural safeguards needed to follow through impartially,

especially when high-profile political figures were implicated.

Greece operates under a parliamentary democracy, yet its political environment has long been
characterised by entrenched patronage networks and clientelist practices (Trantidis, 2014). The case
unfolded in a highly polarised political climate, particularly under the SYRIZA-led government, which
positioned the Novartis probe as a centrepiece of its anticorruption narrative (Smith, 2018b). The
case implicated two former prime ministers and several ministers, turning judicial proceedings into
battlegrounds for political legitimacy. This political dimension was further complicated by, first, the
use of protected witnesses, whose credibility and anonymity became a lightning rod for opposition
parties claiming political persecution; and second, by parliamentary procedures that were required
before judicial action, which created delays and political manoeuvring opportunities, showcasing

how Greece's hybrid political-judicial mechanisms can hamper timely and effective accountability.

The subsequent acquittal of all political figures by 2023 — alongside the prosecution of medical
professionals — appears to confirm long-standing criticisms that anticorruption laws are applied
unevenly, particularly when elite interests are at stake (GAN Integrity, 2020). While, as mentioned
earlier, Greece has ratified major international conventions (including the United Nations Convention
against Corruption and the OECD Anti-Bribery Convention) and the judiciary is constitutionally
independent, in public perception, the outcomes of high-profile cases have historically raised

concerns about judicial impartiality and political interference.

The case timeline (2006-2015) coincides with Greece's fiscal crisis and austerity era, a period when
public sector resources were critically overextended. The public healthcare sector, in particular, had
experienced significant budget cuts, exacerbating long-standing inefficiencies. This created fertile

ground for corporate capture (Baykurt, 2024). Novartis appears to have exploited this environment
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by offering bribes to healthcare professionals, disguised as conference sponsorships and research
participation, tactics well documented in FCPA settlements with U.S. authorities. In addition, the
company took advantage of gaps in regulatory oversight and Novartis’ dominance in Greek
pharmaceutical procurement to secure favourable pricing. All these happened in a context lacking a
robust auditing or compliance infrastructure, which made it easier to exert illicit influence on
underpaid physicians and administrators and more challenging to detect. Given Greece's high
pharmaceutical expenditure during this period, the case clearly highlights the interplay between
fiscal vulnerability and corporate misconduct: it shows how economic stressors can amplify

corruption risks, especially in poorly regulated sectors.

Public attitudes towards political and corporate elites in Greece have become increasingly sceptical,
particularly in the post-crisis era. Media coverage, though extensive, often mirrored this polarised
political landscape, with outlets either aligning with government interests and emphasising
anticorruption efforts or with the opposition, framing the probe as a political witch hunt. Civil society
organisations and investigative journalism, particularly from independent outlets (e.g., Documento
News, Kouti Pandoras), played a crucial role in bringing attention to issues of corruption and
transparency, yet had to operate under challenging conditions, ranging from limited access to
information and political pressure to legal pushbacks and credibility attacks, including threats of
defamation suits (SLAPPs)'. This ‘'muddled’ social and media environment, which reflects broader
issues with press freedom and civic space, limited the public’s ability to engage critically with the

case, fostering conspiracy theories and reducing pressure on institutions to account.

The Greek pharmaceutical sector comprises both multinational subsidiaries and domestic
manufacturers, with a focus on generic drug production and on increasing investment in research
and development. Growth is generally driven by rising prices and increased demand for generic
medications, which have seen notable increases in recent years. During the 2000s, the
pharmaceutical sector was a significant contributor to manufacturing industry, with production
reaching EUR 677 million in 2005 (a 31.4 per cent increase from the previous years), while the sector
played a key role in Greece's external trade, with pharmaceutical exports amounted to EUR 888
million with exports in 2006, representing 6.1 per cent of the total trade balance. This export activity
underscored the industry’s competitiveness and integration into international markets (Hellenic

Association of Pharmaceutical Companies, 2008).

3 A SLAPP, or Strategic Lawsuit against Public Participation, is a legal action typically filed by a powerful entity
(such as a corporation or individual) against individuals or groups for raising concerns, criticising, or mobilising
opposition on a matter of public interest. The primary goal of a SLAPP is not to win the lawsuit, but to censor,
intimidate, and silence critics by burdening them with the cost of a legal defence until they abandon their
criticism or opposition.

76

BRIDGEAAP

M



i

During the period from 2006 to 2015, the industry operated within a healthcare system that
exhibited critical structural vulnerabilities and oversight deficiencies, creating an environment
conducive to corruption. First, the healthcare system was characterised by a fragmented structure
with multiple public and private insurance funds and a lack of coordination among providers. This
division led to inefficiencies, service duplication, and coverage gaps, undermining the system's
overall effectiveness. In addition, the regulatory bodies responsible for overseeing healthcare
practices were often under-resourced and lacked the necessary authority to enforce compliance
effectively. These weaknesses allowed for the proliferation of informal payments and unethical
practices within the healthcare sector (Liaropoulos et al., 2008). At the same time, the lack of
transparency and accountability in the procurement of medical supplies and pharmaceuticals led to
overpricing and favouritism in supplier selection, resulting in significant financial losses for the
healthcare system. This opacity enabled selection based on personal connections rather than merit,
resulting in higher costs for essential healthcare goods (Stamouli et al., 2023). All these factors, taken
together, facilitated an environment in which corrupt practices could be normalised and

institutionalised.

55. Integrity Management Systems in practice

The Novartis Hellas kickback scandal exposed critical failures in IMS. Our framework offers a
structured lens for understanding how these systemic control breakdowns facilitated corruption. The
company had a formalised belief system of corporate values, emphasising integrity, innovation, and
responsibility, which was formally articulated in documents such as the Code of Conduct, and
reinforced through corporate communications (Novartis, 2017). While these belief systems were
established at the corporate level, a significant gap existed between espoused values and
operational behaviour at the subsidiary level. Local leadership in Greece failed to embed ethical
values into day-to-day operations, resulting in a culture where achieving sales targets took priority
over adhering to ethical guidelines. The lack of robust ethics training programs tailored explicitly to
regional operations and the absence of regular cultural audits from the centre to assess value

alignment at the subsidiary level are likely to have contributed to the corporate.

Formal compliance structures, including anti-bribery policies and clear codes of conduct prohibiting
improper interactions with healthcare professionals, appeared to be part of the company’s boundary
systems (Novartis, 2018). Enforcement mechanisms to guarantee their implementation were weak.

Local management either ignored or inadequately monitored compliance breaches, and the internal

77

BRIDGE/}AP



i

audit functions were insufficiently rigorous to detect or deter misconduct. Following the incidents of
misconduct at Novartis, there were no independent compliance officers in high-risk regions, no
mandate for real-time reporting or for escalating compliance breaches to headquarters, and no

whistleblower programs with guaranteed anonymity and non-retaliation assurances.

Novartis employed detailed performance measurement systems focusing primarily on sales growth,
market share, and financial performance indicators (US Securities and Exchange Commission, 2020).
These diagnostic systems, however, lacked balanced scorecards that integrated non-financial KPIs,
such as compliance metrics, ethical conduct indicators, and risk management performance
measures. In this sense, it appears that there were no structured mechanisms to penalise or address
unethical achievement of financial targets. Critical ethical performance dimensions, such as
compliance incident rates and the frequency of ethical audits, were therefore overlooked, as were
links between such metrics and incentive structures and promotion criteria, which would have
balanced the performance measurement package and decreased the likelihood of management'’s

short-term ‘myopic’ behaviour.

Interactive systems were in place, and periodic management reviews appear to have been
conducted (Novartis, 2017). However, there was limited substantive dialogue across hierarchical
levels regarding strategic risks posed by unethical market practices (United States Attorney’s Office
- District of New Jersey, 2020). This implies a lack of proactive engagement between senior
leadership and frontline managers on ethical risks, hindering an ongoing strategic dialogue about
critical uncertainties in regulatory compliance and reputational risks. The absence of formal forums —
such as ethics councils — where executives would engage regularly with regional managers to
discuss such risks and uncertainties, go over together reviews of ethical risks and compliance
vulnerabilities, and discuss early warning signals from operational units regarding ethical misconduct,

is also indicative of an imbalance in the company’s IMS.

56. Conclusions

All'in all, the Novartis Hellas kickback scandal reflects critical flaws in the design and application of
the company’s IMS (see Table 8). While belief and boundary systems existed formally, they were
poorly implemented and monitored -the belief system of integrity control proved to be rather

symbolic, whereas the boundary IMSs were somewhat porous, lacking effective monitoring.
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creating perverse incentives.
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TABLE 8: INTEGRITY MANAGEMENT SYSTEMS IN THE NOVARTIS HELLAS CASE

Empirical Evidence

Assessment of the IMSs present

Functional: Novartis AG maintained a formal Code of Conduct and global statements promoting . .

. . S o : . S . Symbolic: Formal values existed but were not

integrity and responsibility. Corporate communications consistently emphasised ethics, integrity, o .

] and compliance (e.g., Novartis, 2017) embedded; ethics remained decoupled from
Belief = ! : operational decision-making.
Systems Not functional: At the Greek subsidiary level, these values were not embedded in day-to-day . . o .
. . . . . Integrity was not a lived organisational value in

operations. There was a disconnect between corporate belief systems and local practices. Ethical Greece

standards were not internalised, and no cultural audits or ethics KPIs existed at the regional level. ’

Functional: Formal anti-bribery policies and compliance frameworks were in place globally, including

codes of conduct and policies on interactions with healthcare professionals. Porous: Rules existed but lacked effective
Boundary enforcement or monitoring. Internal controls
Systems Not functional: Weak enforcement with compliance breaches being ignored. Also, internal audit were neither autonomous nor empowered to

functions lacked independence, and the local management failed to act on red flags. Whistleblower act in high-risk settings.

protections were inadequate, and reporting structures were weak.

Functional: Novartis maintained global performance metrics and reporting systems, heavily focused

::C]‘lgazcr:::;;e(s:lél;c;irgzagizlgrowth, market share, profitability). These systems were well developed Imbalanced: Diagnostic systems functioned but
Diagnostic P 4 were overly focused on commercial success,
Systems Not functional: Ethical indicators and compliance KPIs were largely absent. The system FVeat'T‘g perverse incentives and ignoring

. . . . . . integrity risks.

overemphasised financial performance at the expense of ethical compliance. There was no linkage

between ethical breaches and managerial penalties or disincentives.

Functional: Some periodic reviews took place at the corporate level. Following the scandal, remedial ~ Absent-to-reactive: Strategic dialogue on

actions were implemented, including external settlements and strengthening compliance. ethics was minimal, with no channels for
Interactive surfacing ethical risks before they escalated
Systems Not functional: Prior to external investigations, there was no evidence of structured ethical dialogue  externally.

or risk-sensing processes in Greece. Ethical concerns were not escalated. Absence of ethics

councils or active board engagement with frontline compliance risks. Interactive systems did not function proactively.

Elaborated by the authors
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Ultimately, the absence of interactive systems contributed to a governance environment that
allowed unethical practices to flourish. A more robust and balanced integration of all four systems —
particularly enhanced enforcement of ethical boundaries and active engagement with frontline risks

— might have prevented or mitigated the scandal.

An analysis of Novartis's internal control failures exposes a fundamental disconnect between its
formal ethical commitments and operational realities. At the subsidiary level, aggressive sales targets
were disproportionately incentivised, while integrity risks remained undiscussed and unmonitored.
This imbalance created an environment where bribery could become routine, unchecked by
meaningful oversight. This internal failure was compounded by Greece's broader institutional
context, which hindered judicial follow-through and facilitated the evasion of political accountability.

The 2024 revocation of whistleblower protections underlines the fragility of institutional safeguards.

In the final analysis, the Novartis case demonstrates that without a balanced IMS that integrates
ethics into core operations, multinationals remain exposed to profound risks. Lasting reform requires
moving beyond formal compliance to actively cultivate cultures of integrity, rigorously enforce

boundaries, and weigh ethical risks with the same seriousness as financial performance.
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6. Sports sector: Operation Zero / Clean Hands

6.1. Introduction

Football is often the most important of the least important things in life, as Italian manager Arrigo
Sacchi once said, and Belgium is no exception. The success of the world-class Red Devils, currently
ranked third globally, is a vivid example of national pride and a significant economic and social
footprint. With approximately 400 000 players, football generates EUR 2.13 billion in annual societal
value through direct economic activity, community impact, and healthcare savings (Royal Belgian

Football Association, 2025).

The Belgian professional league, officially known as the Jupiler Pro League, operates as a key
developmental tier just below Europe’s ‘Big Five': England (Premier League), France (Ligue 1),
Germany (Bundesliga), Italy (Serie A), and Spain (La Liga). Consequently, its core economic model is
grounded on identifying, developing, and selling young talent to wealthier leagues, a dynamic
accelerated by player mobility and market dynamics catalyzed by the 1995 Bosman ruling (Union
Royale Belge des Sociétés de Football Association ASBL v Jean-Marc Bosman, Royal club liegeois SA
v Jean-Marc Bosman and others and Union des associations européennes de football (UEFA) v Jean-

Marc Bosman, 1995).

This verdict was a pivotal moment in European integration and sport. After his contract with RFC
Liege expired in 1990, Belgian player Jean-Marc Bosman was prevented from transferring to the
French club Dunkerque because Liege demanded a prohibitively high fee and refused to release his
registration. His subsequent legal challenge led the European Court of Justice to issue a decision
that abolished quotas on foreign EU players and transfer fees for out-of-contract players moving
within the EU. This instantly harmonised player transfer rules across member states, strengthening
the principle of a single European labour market and establishing that sports were not exempt from

core EU treaties (Segers, 2023).

This decision had two contrasting effects. On the one hand, it empowered players by granting them
free movement, thus dramatically increasing their bargaining power and stimulating a more dynamic
transfer market. On the other hand, it triggered enormous inflation in player wages and transfer fees.
The abolition of quotas allowed wealthier leagues in England, Spain, Germany, and Italy to stockpile

talent, accelerating financial polarisation across European football.
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Accordingly, for mid-tier leagues like Belgium'’s, this ruling cemented their role as ‘selling leagues’, as
they could no longer retain stars without the leverage of a transfer fee, leading to a relative decline in
their competitive standing (Duval & van Rompuy, 2016). This business model, combined with the
country’s flexible regulatory framework for non-European players, enabled a fertile environment for
financial crime. To illustrate this point, while neighbouring clubs in the Netherlands face a significant
economic hurdle with minimum salary requirements of EUR 560 691 (or EUR 280 345 for players
under 19) (Everaert Advocaten, 2025), Belgian clubs benefit from a far lower threshold of just EUR
90 000. This lower barrier is a key reason for the high concentration of talent from Africa, Asia, and
the Americas, enabling Belgian clubs to attract a diverse pool of players cost-effectively and thereby

solidify their competitive advantage (Struyf, 2024).

However, the market structure, heavily facilitated by player agents and intermediaries, created
multiple, and often opaque, payment streams around transfers and salaries. This environment
highlighted a critical deficit in the football industry’s IMS. The subsequent exposure of concealed
commissions and forged documentation by Operation Zero ( Operatie Zero) or Operation Cleans
Hands (Propere Handen)', a criminal investigation into organized crime, money laundering (ML) and
fraud in the Jupiler Pro League, revealed a systemic failure of this IMS, demonstrating how brokers
and clubs operated with limited effective oversight from both the Royal Belgian Football Association

(RBFA) and UEFA (Union of European Football Associations).

The scandal highlights a critical imbalance: a focus on the commercial goal of profitable player
trading that occurs at the expense of effective boundary systems to prevent fraud and robust
interactive systems to curb emerging risks. The probe also shed light on the challenges faced by
judicial and prosecutorial systems in complex white-collar crime cases, as well as the power of
systemic scandals to drive institutional change. Operation Zero thus transcends its status as a
criminal case to become a watershed moment that forces Belgian and European football to

implement a more effective and enforceable IMS in the sector.

™ |t is also known informally as ‘Operation Clean Hands". To avoid conflation, note this case refers to 2017-2019
Belgian football fraud scandal. It shares the same name with Mani Pulite, also known as ‘Operation Clean Hands'.
This Italian case was an Italian judicial investigation into political corruption that began in 1992 and continued for
several years, reshaping the country’s political landscape. Operation Zero and Cleands will be used
interchangeably throughout the text.

83

BRIDGE/}AP



i

6.2. Case overview

This case stands as the most significant judicial investigation in the history of Belgian football.
Launched in 2017 by the examining magistrate for Limburg on behalf of Belgium’s Federal Public
Prosecutor's Office (PF-FP), the case uncovered widespread alleged schemes involving agent-
mediated transfer commissions, concealed fees, and side agreements related to player contracts and
dispute procedures within the top two divisions. The probe was triggered after the Belgian Financial
Intelligence Unit (CTIF-CFI) flagged suspicious financial flows through multiple bank accounts in

Genk linked to the football sector (Openbaar Ministerie, 2018).

The investigation burst into public view on October 10, 2018, in a coordinated series of raids.
Authorities executed 44 searches across Belgium targeting the headquarters of major clubs —
including RSC Anderlecht, Club Brugge, KRC Genk, KV Kortrijk, KV Mechelen, KV Oostende, Sporting
Lokeren, AA Gent, and Standard Liége — along with private residences of agents, club officials, and
even referees, two jewellery stores, and an accounting bureau (Openbaar Ministerie, 2018). The scale
of the operation was immense, involving 184 Belgian police officers and resulting in the arrest of 28
individuals. The seizures were equally significant, encompassing luxury goods, empty watch boxes
valued at EUR 8 million, and substantial amounts of cash, pointing to an opulent lifestyle. In addition,
the PF-FP obtained crucial evidence, including documents and contracts, regarding Iranian-French
businessman Mogi Bayat and Serbian former footballer Dejan Veljkovi¢, two brokers who served as key
intermediaries in the suspected concealment of commissions (Reuters, 2018; VRT NWS, 2018a). See

more details on those involved in the probe in Table 9.

The international dimension of the scheme was equally impressive. Simultaneous raids, coordinated
through Eurojust (the EU Agency for Criminal Justice Cooperation), were executed in France,
Luxembourg, Cyprus, Montenegro, Serbia, and North Macedonia, resulting in the seizure of an
additional EUR 3.6 million in assets, along with banking records. Four people were arrested during
these international searches, and two European arrest warrants were issued. The case’s complexity
required the unusual assignment of three examining magistrates to process the multitude of
suspects (de Graaf, 2018). A key moment came in November 2018, when Veljkovi¢ entered a formal
cooperating witness (spijtoptant) agreement, the first of its kind under Belgium’s newly enacted law.
This mechanism allowed individuals to provide detailed information in exchange for a reduced
sentence. He agreed to a suspended five-year sentence, a EUR 80 000 fine, and the confiscation of
illicit assets. He was eventually released under strict conditions (Decré, 2018). Table 9 illustrate the

actors and organisations involved in this grand case.
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In the months that followed, authorities conducted further rounds of questioning in February and
June of 2019, summoning high-profile figures such as national-team coach Georges Leekens, Club
Brugge coach Ivan Leko, and Anderlecht’s former general manager Herman Van Holsbeeck,
confronting them directly with Veljkovi¢'s testimony. Referees Bart Vertenten and Sébastien Delferiére
were also interviewed by investigators. Concurrently, the investigation’s scope expanded. In April
2019, a distinct but related money-laundering probe triggered raids concerning the EUR 18.5 million
transfer of Aleksandar Mitrovi¢ to Newcastle United, scrutinizing the role of high-profile intermediaries like
Israeli agent Pini Zahavi, coined as “football's first and only super-agent”(Jackson, 2006), and

highlighting the cross-border complexity of the financial flows in the sector (Kunti, 2019).

From the outset, investigators distinguished three strands: two concerned ML and fraud, and a third
probed potential match-fixing. Meanwhile, the sporting-disciplinary track proceeded in parallel. The
RBFA's Investigating Commission concluded its match-manipulation inquiry into KV Mechelen and
Waasland-Beveren in the same year. The Belgian Arbitration Court for Sport found Mechelen guilty,
resulting in the loss of its European eligibility and participation in cups for the 2019-20 season
(Sporza, 2019b). This was a stark reminder that corporate governance failures could result in direct
revenue losses due to licensing ineligibility. The investigative phase concluded by January 2021, with
prosecutors seeking to commit 57 of 73 suspects to trial on charges including ML and private
corruption (Huyberechts et al., 2022). In addition, the Special Tax Inspection ( Bjizondere
Belastinginspectie / Inspection Spéciale des Impdts — BBI-I1SI)'® compiled a list of more than 200
clubs and individuals for targeted audits on suspected fraud, tax evasion, or ML, with substantial

overlap reported between the criminal and fiscal lists (Heymans et al., 2022).

The case re-entered the public eye in late 2021 when Veljkovi¢ revealed on camera the network of
concealed commissions and off-books payments via “bread bags of black cash” and a “black
bookkeeping” system, claiming that roughly EUR 30 million had flowed through his hands over the
years of intermediation (Santes, 2021). His testimony revealed systemic abuses in the industry,
including hidden agent commissions, side letters, and falsified contracts, which were routed across

clubs, coaches, and players (VRT NWS, 2021).

> |t is responsible for investigating and combating complex fiscal fraud, tax evasion, and money laundering,
often in cases with an international dimension or links to organized crime.
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Actor

Intermediaries

TABLE 9: INDIVIDUALS AND ORGANISATIONS INVOLVED IN OPERATION ZERO / CLEAN HANDS

Role and control

Powerful deal-brokers

How influence worked

Structured transfers, routed
commissions/side-payments, and

What failed

Over-reliance on agents and weak
visibility over flows and

Consequences

Systemic exposure to private
corruption, fraud, and money

(sector-wide)

on transfers

critical steps

sporting/transfer wins.

Bayat and Veljkovi¢ outside formal hierarchies T . .

(Bay ! 2 st ' erarch shaped board decisions beneficiaries laundering typologies

Club boards and Set strateqy and sianed off De facto shared decision rights Diluted internal oversight and Large cross-club footprint of
executives 9y 9 with intermediaries and outsourced incentives skewed to short-term

suspects and sector-level control
weaknesses

Club KV Mechelen

(disciplinary focal

Club governance under
sporting justice

Alleged manipulation intersected
with disputes/licensing

Governance—discipline
misalignment

Domestic sanctions and loss of
European participation/revenue for

(league operator)

public interface

Fixture actions, expert commission,
and parliamentary engagement

Implementation depends on club
uptake and monitoring

point) match-fixing
Royal Excel o o Agent-linked influence and Beneficial—owners’hi.p ) Heightened licensing scrutiny and

Club ownership/licensing risk . . transparency and “fit & proper rules are shown to be vulnerable to
Mouscron offshore funding signals . .

testing informal control

Sector regulator/discipline, - L . . . - Reputation management improved,

RBFA 9 / . P Rapid integrity signalling, civil-party  Early compliance and supervision P . 9 . p
. and later an AML obliged e and compliance culture is still

(federation) ) stance, and AML responsibilities gaps i

entity maturing
Pro League Sector coordination and

Governance agenda reset and mixed
follow-through at the club level

UEFA

(European layer)

Eligibility/licensing boundary
with financial bite

Converts domestic breaches into
European exclusions

Ex-post sanctioning is slow to
prevent misconduct

Direct revenue and reputational
impacts that boards cannot ignore

Courts and justice

interface

Procedural integrity and
oversight

Recusals, further inquiries, and
settlements

Role conflicts across sport/justice
slow resolution

Longer timelines and stronger due-
process signalling

AML perimeter

Clubs/RBFA-designated
obliged entities

Due diligence, monitoring, and SAR

Uneven embedding of controls
during the first state

AML accountability in club
governance over time

Elaborated by the authors
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However, the path to trial proved challenging. In February 2022, three judges were replaced
following recusal motions. The death of Eric Bisschop, a central prosecutor for the operation™, in
2023, was a significant loss to the probe. By December 2022, ten football executives had definitively
escaped prosecution. These setbacks illustrated the intense litigation over investigative techniques

and the difficulty of prosecuting a case of such scale and complexity.

The ML mechanics at the heart of the case are now well-documented: dual agent-driven systems
(Veljkovi¢ and Bayat) concealed commissions and side payments on transfers and salaries. They relied

on fabricated or backdated contracts and side letters, resorted to intermediaries and offshore
conduits to layer and obscure beneficial recipients, and used cash for payoffs. These practices thus
exploited gaps in club controls, agent oversight, and cross-border financial monitoring before the
2021-2024 reforms.

These frictions intersected with football governance, where the RBFA and Pro League had to balance
integrity signalling with due process, as evidenced by early referee suspensions and fixture
adjustments (Sporza, 2018). However, the former chairman of the Pro League, Marc Coucke, also
defended the tax shelter for professional sports players, claiming that Belgian football would lose its

competitive advantage (VRT NWS, 2018b).

In sum, the stakeholder interactions in the case exemplify how multi-level governance can come
under intense pressure. At the outset in 2018, referees were suspended by the RBFA, while clubs and
executives faced both criminal and fiscal investigations. Regulatory bodies, including the RBFA and
the Pro League, as well as prosecutors, had to navigate the tensions between the demands of the
sporting calendar and the timelines required for due process. The scandal served as a direct catalyst
for reform: in July 2020, Belgium moved to bring professional clubs, agents, and the RBFA under the
scope of preventive anti-money-laundering (PAML) legislation — a step later mirrored at the EU level
in 2024. Operation Zero highlighted sophisticated financial networks and the urgent need for robust,

cross-border regulatory frameworks in football.

'® The deputy federal prosecutor was a key driving behind the creation of MARS (Magistrates/Prosecutors
Responsible for Sport) network created in 2022 (Council of Europe, 2022).
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6.3. Ownership and governance

A significant and interconnected presence of foreign and private capital investors characterises
European football. Belgium attracted a notably high number of foreign investments (20) over the
2019-2023 period, surpassing traditional powerhouses like Spain and France (Roitman & Marini,
2023). The report by CIES Sport Intelligence also shows that a striking 75 per cent of Pro League
clubs had at least one foreign shareholder in the 23/24 season, with the majority (63%) being
foreign-controlled. This high level of foreign investment is closely linked to the prevalence of multi-
club ownership, with Belgium having the highest percentage of clubs (61%) in a multi-club structure
among ten European countries. The second-tier Challenger Pro League also showed high foreign
ownership (67%) and multi-club ownership (58%), indicating that these trends permeate both
leagues. This makes Belgian football a key hub within global multi-club networks (more akin to the
English model than its continental neighbours), while offering a cost-effective entry point into the

European market.

Operation Zero and subsequent probes illustrate that clubs operated within a governance model
where a heavy reliance on intermediaries undermined board-level control over transfers. This porous
structure ceded decision-making to agents like Bayat and Veljkovi¢, creating a structural vulnerability to
corruption and sport fraud at the ownership-governance interface. The ability of such intermediaries
to act across countries amplified institutional politics inside clubs, where executives faced
performance pressures to deliver transfer value while navigating opaque commission chains. This
dangerous convergence was exemplified by the case of Royal Excel Mouscron, where the line

between club ownership and agency influence became blurred by Zahavi (Kunti, 2019).

The probe spanning agents, referees, managers, and club executives illustrated integrity failures
across the league such as the suspension of elite referees Bart Vertenten and Sébastien Delferiére
(The Brussels Times, 2018), or the indictment of dozens of suspects including senior figures from
multiple organisations: Herman Van Holsbeeck (Anderlecht), Vincent Mannaert (Club Brugge),
Michel Louwagie (Gent), Patrick Janssens (Genk), Bruno Venanzi (Standard Liége), Roger Lambrecht
(Lokeren), Bart Verhaeghe (Club Brugge) and Thierry Steemans (KV Mechelen) (Heymans et al.,
2022).

The scandal triggered an immediate, multi-faceted governance response. Within days, the Pro
League established an independent expert commission to propose reforms to its board of directors,
signalling a top-down effort to address perceived conflicts of interest. The crisis also spilt beyond
sport into the political and media arenas. Pro League leadership was compelled to defend favourable

tax policies for players before the federal Parliament, while media outlets temporarily sidelined
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journalists due to conflicts of interest (Sporza, 2018), reinforcing reputational pressures surrounding

governance standards in football's information environment.

6.4. National and sector context

Belgium'’s federal governance structure, with competences split between the federal state and the
regions, creates a complex policy environment where cooperation is essential, as neither the federal
government nor the regions have exclusive power over all policy areas. This is particularly relevant to
sports integrity, as extending AML obligations to player agents requires prior cooperation among
levels of government before the provisions can take effect. The enforcement architecture that
confronted the scandal combined the federal police (PF-FP), the financial intelligence unit (CTIF-
CFl), and a division specialised in sports fraud (Sport Fraud Cell), demonstrating significant

coordination.

The broader integrity climate provides essential context. Belgium's score of 69/100 (rank 22/180) on
the 2024 Transparency International Corruption Perceptions Index indicates relatively strong
institutions, compared to other European countries. However, the four-point drop from 2023
highlights a substantial governance capacity coexisting with high-profile scandals, such as Operation
Zero (Transparency International, 2025b). In addition, Belgium’s regulatory framework for political
financing is notably stronger than the European average, scoring 79 compared to the European
average of 66. However, the country lags significantly behind its counterparts in financial disclosure
(35 vs. 53) and conflict-of-interest regulations (15 vs. 37) (EuroPAM, 2025a), revealing vulnerabilities

that form the backdrop against which professional football governance operates.

With respect to whistleblowing, the EU adopted Directive 2019/1937 in October 2019, and Belgium
transposed it in late November 2022 (Directive EU 2019/1937 of the European Parliament and the
Council of October 23, 2019, on the Protection of Persons Who Report Breaches of Union Law,
2019). By the time the case broke publicly, whistleblower protections were not in place, and Belgian
authorities were forced to treat football-related wrongdoing explicitly as organised crime and an ML

risk at the national level, anchored in the 2017 Law on the prevention of ML and terrorist financing.

The post-2018 regulatory response to the Operation Zero scandal operates on both national and
European levels. Domestically, since July 2021, the country has extended its PAML to the sector —
notably top-tier clubs and the RBFA — as ‘obliged entities’ with risk-based due diligence and
suspicious activity reporting (SAR) duties to CTIF-CFl (Dejonghe, 2024). This regulatory widening
was a direct national response to the vulnerabilities exposed by Clean Hands. However, supervisory
visitations one year later found that no club was fully compliant, although SAR from the RBFA and
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Belgian clubs had increased (Bové, 2022). The toolkit is well-designed but requires sector-specific
guidance to map the concepts of ‘client’ and ‘beneficial owner’ onto football's multi-party deals,

posing challenges for legal interpretation (Bull & Appermont, 2024).

The EU’'s 2024 AML “Single Rulebook”" package and the creation of an AML Authority (AMLA) set a
pathway for EU-wide obligations on large professional clubs and agents, with application to football
from 2029. Although it places a harmonised supervisory perimeter across the member states, it
differs from the national model. It covers a more limited set of transactions and allows EU countries
to exempt certain clubs, creating a risk that new loopholes could emerge and challenge the goal of a

truly level playing field across Europe (Bull & Appermont, 2024).

As previously established, the Belgian football sector during the Clean Hands period exhibited
structural vulnerabilities that made it a fertile ground for corruption and ML. The probe revealed that
sixteen of Belgium’s 26 top-tier clubs were implicated to some extent, demonstrating the
pervasiveness of malpractice (VRT NWS, 2022). These industry-level risks were laid bare by concrete
transactions, such as the 2018 raids, as well as non-related deals associated with Israeli ‘super-agent’
Pini Zahavi, including the transfer of Congolese Chancel Mbemba and Serbian Aleksandar Mitrovi¢ to

Newcastle United, and the ownership of Belgian club Royal Excel Mouscron (Kunti, 2019).

Aligned with the national and European legal frameworks, risks in the professional football industry
were identified as high due to its global popularity, large cash flows, cross-border transactions, and
sometimes obscure ownership structures. French prosecutors, for instance, opened a separate case
into Mogi Bayat's activities at FC Nantes for alleged unlawful agency practice and money laundering,
demonstrating that the intermediaries central to the Belgian scandal operated on a transnational
scale (Decrg, 2018). This cross-border footprint necessitated Eurojust-coordinated raids across six
countries, underscoring why subsequent regulatory reforms have focused on creating harmonised,

EU-wide obligations for clubs and agents.

From an industry-governance standpoint, the RBFA and the Pro League had to manage immediate
integrity signalling — such as suspending elite referees and postponing fixtures — while navigating a
disciplinary track (e.g., KV Mechelen/Waasland-Beveren) that ran alongside criminal and fiscal

processes, illustrating the sector’'s multi-forum accountability environment. This was evident when
KV Mechelen, one of the clubs implicated in match-fixing, was banned from European competition

despite having qualified through domestic success (AP News, 2019).

7 The AML Single Rulebook refers to a set of directly applicable EU regulations that create a single, harmonized
legal framework for combating money laundering and terrorist financing across the EU (Regulation (EU)
2024/1624 of the European Parliament and of the Council of 31 May 2024 on the Prevention of the Use of the
Financial System for the Purposes of Money Laundering or Terrorist Financing, 2024).
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This highlights the intersection between domestic corruption and European football governance,
where sanctions were imposed not only at the national level but also at the continental level. Cleans
Hands exposed how financial mismanagement was not isolated but instead embedded in industry
practices. These industry-level practices parallel patterns observed in other corruption cases, such as
Nordea Bank’s role in laundering suspect funds through systemic compliance failures (see chapter 7
of this report), illustrating how banking and sports organisations are prone to integrity risks when

oversight is weak.

In response to this scandal, the Pro League established a ‘clearing house’ in 2019 to enhance
oversight, financed by fees from clubs and agents and a tax on agent fees (Kesenne, 2020; Sporza,
2019a). Internationally, bodies such as FIFA and UEFA introduced reforms, including Financial Fair
Play and the Transfer Matching System, to promote financial transparency (FIFA, 2025; UEFA, 2018).
The Belgian tax agency has sought to recover at least EUR 121.2 million stemming from the Operation

Zero, mostly from Veljkovi¢’s black accounting (Vleminckx, 2024).

6.5. Integrity Management Systems in practice

This case reveals the systemic nature of the limited success of the subsequent response, as shown in
Table 10. In the aftermath of the scandal, belief systems were articulated most visibly once the
scandal surfaced, when football authorities signalled a normative commitment to integrity by
suspending referees immediately after the coordinated raids and by postponing fixtures to protect
the credibility of the competition. Within days, the Pro League established an independent expert
commission to propose board-level reforms, issuing a values-driven response that emphasised
probity and governance renewal as sector priorities. Simultaneously, at the state level, the extension
of Belgium’s PAML regime to professional clubs and the RBFA sent a ‘top-down’ signal that football

should be held to the exact integrity expectations as other industries.

These belief systems were operationalised through the establishment of stricter boundary systems.
Formal rules evolved from both sporting and financial law. The RBFA's disciplinary and licensing
processes, for instance, defined clear lines around match manipulation, culminating in proceedings
against KV Mechelen that explicitly distinguished between acceptable and prohibited behaviour. This
was reinforced at a continental level when UEFA’s exclusion of Mechelen from European competition
translated a domestic breach into a tangible loss of revenue and prestige. Beyond the pitch, Belgian
company law imposes structural limits on agent ownership, though the scrutiny of Royal Excel
Mouscron'’s ties to offshore structures illustrated how such boundaries could be tested by informal

influence without robust enforcement.
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However, the most significant boundary systems came from financial regulation. The PAML
framework established non-negotiable legal limits by mandating customer due diligence, beneficial
owner identification, and suspicious activity reporting to the CTIF-CFIl. However, evidence of
incomplete club compliance showed that, while these new boundaries were in place, they were still
diffusing unevenly within clubs. Most importantly, the criminal case materials show why such
boundaries were indispensable: investigators described parallel agent-driven systems that concealed
commissions, a conduct which directly violated the new AML rules but exploited the pre-2018

regulatory void.

Belgian authorities and football bodies progressively built feedback mechanisms that measured
integrity risks and channel corrective action. This process began in earnest when the BBI-ISI alert in
early 2017 on unusual banking flows moved the case from intelligence-gathering to a federal

investigation, supplying the first 'key performance indicator’ of wrongdoings.

The investigative phase itself then generated a wealth of diagnostic systems. The multi-raid
operation generated a substantial evidential dataset (comprising seized contracts, financial records,
valuables, and cash) that could be compared against licensing, tax, and competition rules, thereby
transforming police outputs into systematised integrity diagnostics for the sector. These diagnostics
culminated in stark, sector-wide metrics. The prosecution’s request to bring 57 of the 73 suspects to
trial, along with evidence indicating that 16 of 26 clubs were involved, served as a measure of control
failure and enforcement reach. Ultimately, nine of the 13 individuals prosecuted were convicted

(Sporza, 2019b), and one of the two teams accused of match-fixing was sanctioned.

Moreover, within the football disciplinary system, parallel processes produced their own standards.
Disciplinary proceedings on clubs involved in match-fixing supplied an internal benchmark for future
similar cases. Finally, the new regulatory framework established a forward-looking diagnostic loop.
After Belgium extended the preventive AML law to Pro League clubs and the RBFA in July 2021, SAR
statistics provided a third diagnostic stream (e.g., RBFA filings increased from 10 in 2021 to 26 in
2023).

Interactive controls were implemented through structured dialogues that enabled organisations to
adjust their strategies in response to new information. A prime example was Veljkovi¢'s spijtoptant
agreement, which created an iterative information flow. Investigators used his ongoing testimony
across multiple interrogation rounds in 2019 to confront executives, coaches, and referees, thereby
dynamically reshaping investigative priorities through continuous learning. At the same time, cross-
border interaction routines were established. The Eurojust-coordinated raids and subsequent mutual
legal assistance created a framework for ongoing collaboration among authorities in seven countries,
with cycles of data and asset-tracing continuously feeding back into both criminal and fiscal

investigations.
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TABLE 10: INTEGRITY MANAGEMENT SYSTEMS IN THE OPERATION ZERO / CLEAN HANDS

Type of S . . .
szztem Key indicator Mechanisms observed in the case Evidence that the control operated
Belief Sector ‘tone from the top’  Immediate suspension of elite referees and postponement of fixtures Public statements and operational decisions taken within days of the
systems on integrity after the 2018 raids and independent expert commission raids
Sport{ng Justice apd Disciplinary track and appeal decisions clarified red lines on manipulation ~ Verdicts and sanctions applied, and mixed outcomes on appeal
licensing boundaries
UEFA eligibility as an Exclusion from the 2019—20_ European competition resulted in integrity European slot reallocation recorded for that season.
external boundary breaches becoming a material revenue loss.
Boundary AML legal boundaries Rlsk-based CDD, beneficial-owner checks, ongoing monitoring and SAR Guidance, visitations and SAR flows began to appear
systems duties for clubs/RBFA
Ownershlp/agent Rules barring ggents from owning clubs and licensing scrutiny where Licensing/funding reviews of opaque ownership links
boundaries influence persisted informally
ggrrinr:;:raw enforcement Coordinated raids with asset and document seizures Multi-jurisdictional operations and interviews across actors
CTIF tr}ggered anomaly _Earl¥—2017 CTIF alert on unusual flows in Genk prompted a federal Opening of a formal investigation by examining magistrate
detection inquiry
Evidential sweeps as October 2018 searches generated contracts, financials, valuables, and Seizures and interviews across clubs, agents, referees, and
Diagnostic sector diagnostics cash to cross-check with licensing/tax rules executives
systems Prosecutorial and fiscal Request to send 57 of 73 suspects to court, and an estimate Charging posture and audit lists used to prioritise scrutin
metrics that 16 of 26 clubs were touched gingp P y
AML reporting statistics After the obliged-entity status, SAR flows rose (RBFA and clubs) across Recorded filings and early supervisory visits.
2021-2023
Cooperatlng-Wltness Sputoptant agreement unlocked iterative interrogations across Successive interviews confronted actors with insider statements
learning loops executives, coaches, and referees
Cross-border cooperation Echr?turis;;coordmated actions and mutual assistance among multiple Joint searches, arrests, asset seizures, and information exchange
Interactive Governance forums and League expert commission; parliamentary hearings with league . ) .
. : Reform proposals scrutiny of fiscal privileges and governance.
systems stakeholder dialogue leadership
Public-sphere —_— L . S . . .
amplification Investigative media widened learning beyond formal institutions Parallel bookkeeping and cash/commission practices
Procedural feedback from  Recusal of magistrates, orders for further inquiries, adjournments, and - . .
Court decisions forced strategic adjustments
courts settlements
Cross-lever Boundaries, diagnostics UEFA sanctions converted boundaries into financial diagnostics, Observable shifts in behaviour (rising SARs, governance
interactions and interactions Eurojust/parliament/media interactions sustained attention commissions, and licensing consequences)

Elaborated by the authors
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Within the Belgian football sector, deliberative forums emerged as key interactive platforms. The Pro
League’s independent expert commission and the Parliamentary hearings with its leadership became
spaces where stakeholder expectations, reputational risks, and regulatory options were repeatedly
discussed. These forums provided board members with real-time signals about acceptable conduct
and impending policy and legal reforms. The public dimension of these interactive systems was
amplified by media scrutiny. Investigations and Veljkovi¢’s 2021 public testimony on television explained
how ‘black bookkeeping’ worked, extending the learning loops beyond formal institutions to fans,
sponsors, and local authorities. This public pressure was significant because, as research by Hardyns,
Vanwersch, and Constandt (2025) confirms, financial purity is a core value for fans, with 79.4 per
cent of respondents considering it crucial to the sport’s integrity. The study further found that loyal
fans — the most engaged stakeholders — were also the most disillusioned by scandals like Operation
Zero. Even judicial proceedings functioned as interactive systems. For instance, the Court of Appeal
in Antwerp’s recusal of an examining magistrate due to a prior role with the RBFA forced prosecutors
and clubs to adapt their strategies to evolving procedural constraints, while maintaining a sustained

focus on integrity risks across multiple cycles (VRT NWS, 2018c).

In summary, these subsystems evolved significantly over time. Prior to the 2018 operation, weak
belief and boundary systems enabled agent-run payment architectures to flourish. Post-2018, high-
salience enforcement actions and disciplinary decisions — such as KV Mechelen'’s exclusion from
European competition — re-anchored belief systems and established stronger boundaries by directly
impacting revenue and status. The introduction of AML obligations for clubs in 2021 supplied the

missing preventive boundary and diagnostic layers.

In sum, the emerging integrity regime is defined by the complementarity of all four elements of IMS:
belief systems (‘tone from the top’), reinforced boundaries (AML obligations), extensive diagnostics
(financial alerts, SAR flows, and audit lists), and denser interaction (cross-border cooperation and
public scrutiny). It is this integrated framework, not any single system in isolation, that now begins to
constrain the typologies of money laundering, sports fraud, and private corruption so blatantly

revealed by Operation Zero.

6.6. Conclusions

Cleans Hands was a watershed moment that exposed Belgian football as a structurally vulnerable
ecosystem in which influential agent networks exploited opaque financial flows for money
laundering, fraud, and corruption. The scandal revealed that the existing control environment was

critically imbalanced, with an overwhelming focus on commercial diagnostics overshadowing the
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essential boundary and interactive systems needed to ensure integrity. The country’s strategic
position in the European football market and its regulatory environment offer significant

opportunities for young players and agents, as well as integrity risks.

In response, a new, multi-layered integrity system has emerged. Belief systems were reset through
immediate suspensions and a public ‘tone from the top’. Boundary systems were materially
reinforced by UEFA sanctions and, critically, by the designation of clubs as ‘obliged entities’ under
Belgium’s 2021 PAML. Diagnostics expanded from a single alert into a robust system of prosecutorial
tallies, audit lists, and SARs. Finally, interactive systems — from Eurojust coordination to public media

scrutiny — created the vital feedback loops for continuous adaptation.

As a result, Clean Hands offers three key lessons for the global professional football sector. First,
third-party risk is strategic. Agent dependence by clubs creates off-books value channels that can
only be controlled with sector-specific AML obligations and ownership transparency. Beyond the
mandatory FIFA license, which has been effective since 2023, football agents in Belgium must also
comply with specific regional statutes. In Flanders, for instance, agents have been required since
June 2019 to register with the regional government and provide a EUR 25 00O financial deposit. This
measure aims to enforce professionalism, safeguard players, and bolster industry integrity (Struyf,
2024). Second, alignment is essential. Harmonisation across national and supranational regulations,
as well as sport-specific sanctions (e.g., licensing and eligibility requirements), must be consciously
coupled with financial compliance (e.g., Suspicious Activity Reports, or SARs) to create a coherent
deterrent. A word of caution regarding the EU AML Single Rulebook, given the difference between
the EU and the Belgian approach. Exemption may allow member states to exclude certain clubs,
football governing bodies, lessees, and spectators from the AML obligations (Bull & Appermont,
2024). Finally, cooperation is fundamental. Dependable IMS requires routinised cross-border and
multi-organisational collaboration that matches the transnational nature of the club financing and

transfer markets (e.g., Eurojust-coordinated raids).

Looking ahead, the pending EU Anticorruption Directive (often dubbed an “EU Anticorruption Act”)
would, if adopted, harmonise corruption offences and penalties (both public and private sectors),
extend corporate liability, and strengthen investigative tools across member states. This is
particularly important for multi-sited cases, where actors, payments, and enforcement forums span
borders and institutional remits, as in Operation Zero (European Commission, 2025b). Although
reforms are still embedding, Clean Hands shows that only an integrated, multi-levered IMS can

protect professional football's integrity and begin to repair the trust of its most loyal fans.
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/. Banking sector: The Nordea Bank ABP case

7.1. Introduction

This chapter investigates the role of Nordea Bank Abp (hereafter Nordea) in a series of major AML
scandals between 2012 and 2024, with particular attention to how these breakdowns enabled the
movement of capital potentially derived from corruption. Regulatory findings in Denmark and the
United States, alongside internal audit disclosures and investigative reporting, revealed that Nordea
processed billions of dollars in high-risk transactions involving shell companies, secrecy jurisdictions,
and politically exposed clients — features commonly associated with grand corruption schemes
(Rikkila et al., 2022). While Nordea itself was not accused of engaging in corrupt acts, its
infrastructure functioned as a conduit for funds that likely originated from bribery, embezzlement, or
other forms of abuse, including in the public sector. In this context, money laundering served as the
mechanism through which corrupt capital was hidden, legitimised, and integrated into the formal
financial system. The case highlights how integrity risks do not necessarily arise from individual
misconduct, but rather from institutional arrangements that permit compliance processes to be

overridden, delayed, or unevenly enforced.

The IMS framework is first applied retrospectively to assess what went wrong: drawing on evidence
from regulatory findings in the United States and Denmark, the case evaluates how Nordea’s
systems failed to prevent or respond to money laundering risks tied to corruption. Then, it turns to
the reforms introduced after 2019, asking whether these changes reflect a substantive
transformation in how the bank governs integrity risk, or if they represent a reactive attempt to

restore external legitimacy without reconfiguring internal norms and incentives.

The chapter begins with an overview of the scandal and regulatory outcomes, before situating the
case in Finland's national legal and institutional context. It then outlines sector-wide vulnerabilities in
the universal banking model and examines how Nordea’s ownership and governance structure
shaped its response to emerging AML risks. The concluding section applies the IMS reflect on what

Nordea’s experience reveals about organisational accountability in transnational banking.
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72. Case overview

Nordea centres on a series of systemic AML failures that occurred between 2012 and 2019, enabling
the movement of funds with strong indicators of corruption risk. Regulatory investigations and audit
disclosures, made public between 2019 and 2024, revealed that operational deficiencies, particularly
in Nordea's Baltic and Danish branches, allowed the bank to process high-risk transactions linked to
politically exposed persons, opaque corporate vehicles, and jurisdictions associated with grand
corruption. These failures occurred over an extended period, often despite internal red flags and
growing sector-wide awareness that financial institutions were being exploited to facilitate bribery,
embezzlement, and illicit enrichment. In this case, laundering was not incidental to corruption: it was
the means by which corrupt actors concealed and legitimised their gains through the formal banking

system.

In 2019, leaked internal audit reports, commissioned by Nordea and conducted by external
consultants, disclosed serious weaknesses in the AML systems of its Baltic branches spanning over
ten years. The audits identified approximately EUR 3.9 billion in transactions flagged as high risk, with
a further EUR 17.3 billion requiring investigation. While the reports did not establish criminal
culpability, the typologies matched those widely associated with corruption-based laundering: use
of shell companies with hidden beneficial ownership, cross-border transfers lacking clear commercial
rationale, and clients identified as PEPs. Investigative reporting linked Nordea to transnational
laundering networks, including the so-called Russian and Azerbaijani laundromats (Cooper & Meers,
2018). These networks were themselves structured to launder illicit funds stemming from grand
corruption. In several cases, client relationships and transaction patterns bore the hallmarks of funds

originating from public procurement fraud or state capture mechanisms (Pataccini, 2024).

These systemic weaknesses sparked regulatory enforcement. In August 2024, the DFS issued a
consent order imposing a USD 35 million penalty on Nordea for violations of the Bank Secrecy Act
and New York AML regulations. The agency found that from at least 2015 to 2019, the bank failed to
implement an effective AML programme at its New York branch, allowing high-risk transactions to
be processed without appropriate scrutiny. The consent order cited repeated deficiencies in
customer due diligence and transaction monitoring, particularly in relation to correspondent banking
services linked to clients exposed in the Panama Papers and other offshore leaks. While the DFS did
not frame the failures as acts of corruption per se, it noted that these weaknesses “undermined the
Bank's ability to detect and report potentially suspicious transactions,” many of which involved
counterparties in jurisdictions associated with kleptocratic regimes and grand corruption schemes.
Nordea accepted the penalty and committed to ongoing remediation but did not admit wrongdoing

(Nordea, 2024).

97

BRIDGE/}AP



i

In July 2024, the Danish National Special Crime Unit (NSK) brought formal charges against the bank
for alleged breaches of the Danish Anti-Money Laundering Act. The charges relate to approximately
DKr 26 billion in suspect flows transacted between 2012 and 2015, involving Russian-linked clients
and unregulated currency exchange firms. According to NSK, Nordea repeatedly failed to perform
adequate customer due diligence or to investigate and report transactions exhibiting high-risk
indicators. These included links to politically connected individuals, the use of secrecy jurisdictions,
and funds lacking any clear commercial justification. Danish authorities have described the case as
the most extensive AML prosecution in the country’s history. While no individuals were charged,
Nordea has set aside DKr 6.5 billion in provisions and disputes the legal basis of the charges (Reuters,
2024).

Across these cases, the recurring link to corruption lies not in explicit bribery schemes orchestrated
within the bank, but in the role Nordea's financial infrastructure played in enabling the concealment,
movement, and reinvestment of corrupt capital. The bank’s failure to implement effective AML
controls, despite internal warnings and clear exposure to corruption-prone clients, positioned it as an
inadvertent facilitator of transnational corruption. These events highlight how institutional AML
breakdowns can create critical channels through which corrupt actors exploit the formal financial

system, transforming illicit enrichment into legitimate financial assets.

7.3.  Ownership and governance

Nordea is a Helsinki-based universal bank and the Nordic region's largest financial services group,
operating across Personal, Business, and Corporate Banking, as well as Asset and Wealth
Management. Its core markets are Finland, Sweden, Denmark, and Norway. However, it has
strategically divested from non-core markets like Poland, Russia, and the Baltics between 2013 and
2019 to reduce operational complexity and compliance risks, while maintaining some transitional
links through correspondent banking arrangements during the handover period. As of 2024, the bank
operates approximately 250 branch offices and employs around 28 00O staff globally, with the

majority based in the Nordic region.

Governed by a one-tier board under a dispersed ownership structure with no controlling shareholder,
Nordea's oversight was tested by significant AML failures. These included a 2024 USD 35 million
penalty from the New York State Department of Financial Services for correspondent banking
deficiencies and charges in Denmark related to DKr 26 billion in suspicious transactions from 2012—
2015. In response, the bank initiated a major remediation programme, investing approximately EUR

1.5 billion to hire over 3 400 compliance staff and upgrade its financial crime limits.
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Financially robust, with EUR 623 billion in assets and a return on equity of 16.7 per cent in 2024,
Nordea is the largest banking group in the Nordic region. The bank’s corporate strategy is focused on
delivering sustainable long-term profitability and value creation through customer focus, operational
efficiency and risk management. In recent years, the bank has invested significantly in digital
transformation and automation to improve service delivery and reduce costs. It also positions itself
as a responsible corporate actor, with sustainability and climate-related risk management integrated
into its lending, investment and advisory activities. The strategic emphasis on core Nordic markets,
customer satisfaction, and regulatory compliance has defined Nordea’s operational direction in the

wake of past reputational challenges, including scrutiny over its historical Baltic operations.

Despite the scale of regulatory findings across jurisdictions, there were no major resignations or
board-level sanctions directly associated with the scandals. Executive turnover during this period
appears to have been driven primarily by broader strategic repositioning rather than by governance

lapses.

7.4. National and sector context

Finland consistently ranks among the world’s least corrupt nations. 2024 CPI places it second
globally, with a score of 88 out of 100. This reflects its high standards of institutional integrity and
broad public trust. According to EuroPAM, Finland also scores in the top decile across metrics such
as financial disclosure, conflict-of-interest regulation, and freedom of information, reflecting a strong
formal institutional framework. However, high national scores do not automatically translate into
effective oversight within multinational financial institutions, particularly when these entities operate
in complex and fragmented regulatory environments (see Sharman, 2011). This disjuncture is
particularly relevant in the Nordea case, where high-level commitments to integrity coexisted with

weak enforcement in specific operational units.

Between 2012 and 2024, Finland's AML and anticorruption legal framework underwent a significant
transformation in response to EU and international pressure. The Fourth AML Directive (Directive
2015/849) was transposed into Finnish law via the Act on Preventing Money Laundering and
Terrorist Financing (444/2017), which established stricter due diligence requirements and expanded
the reporting obligations of reporting entities. Subsequent amendments incorporated the Fifth and
Sixth AML Directives (2018/843 and 2018/1673), leading to the creation of a beneficial ownership
register and clarifying the criminal liability of legal persons. In parallel, the Finnish Ministry of Justice
adopted a National Anticorruption Strategy in 2016, followed by a detailed implementation plan in

2021 focused on risk-based supervision and inter-agency coordination. Nevertheless, scholars have
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noted that regulatory convergence within the EU often masks divergence in enforcement capacity
and political will, particularly when addressing opaque ownership structures and cross-border flows.
As such, while Finland'’s institutional framework is formally robust, the Nordea case demonstrates
that global financial networks can circumvent domestic safeguards when internal control fail or are

inconsistently applied.

In addition, to understand the full implications of the Nordea case, it is necessary to consider the
bank’s global operations and the corresponding multi-jurisdictional regulatory response. The
involvement of U.S. authorities, specifically DFS, resulted from Nordea's extensive use of a U.S.-
based correspondent banking account to process dollar-denominated transactions. This activity
brought the bank under the purview of U.S. AML legislation, including the Bank Secrecy Act and New
York Banking Law, enabling DFS to intervene when material deficiencies were found in Nordea's
screening, monitoring, and escalation procedures. Such extraterritorial enforcement has become a
hallmark of U.S. financial regulation, particularly in cases involving politically exposed persons and

complex offshore structures (see Zaring, 2020).

Meanwhile, the Danish criminal investigation focuses on Nordea’s operations in Copenhagen, which
between 2012 and 2015 facilitated over DKr 26 billion in transactions flagged for money laundering
risk. The Danish Financial Supervisory Authority raised concerns as early as 2015, but it was only in
2024 that NSK filed formal charges. This development should be understood in the context of
regional regulatory tightening: Denmark amended its AML Act in 2017 and 2020 to reflect new EU
standards and growing concern about the Nordic region’s role in global laundering schemes,

following revelations involving Danske Bank and others.

The universal banking model, exemplified by institutions such as Nordea, integrates a wide array of
financial services, including retail banking, corporate lending, investment banking, and wealth
management within a single organisational structure. This configuration enables banks to engage
with the same client across multiple domains, for instance, by offering private banking services,
facilitating offshore investments, and extending corporate credit through related business entities.
While such integration supports cross-functional service delivery, it also compounds the institution’s
exposure to illicit financial flows. As clients operate across jurisdictions and through layered legal
arrangements, maintaining a comprehensive and coordinated risk profile becomes increasingly
complex, especially when transactions are obscured by secrecy jurisdictions or protected by political

connections (Halter et al., 2011; Reurink, 2019)

This structural exposure is especially critical given ML's integral role in perpetuating corruption.
Laundering is not a parallel offence but the essential mechanism that renders corruption durable and
mobile. Without the services of financial institutions, the proceeds of bribery, embezzlement, and

procurement fraud cannot be converted into usable assets or integrated into the formal economy.
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Banks do not merely observe this process; they form the core infrastructure that operationalises
grand corruption (Basel Institute for Governance - International Centre for Asset Recovery, 2015;
FATF, 2025). The scale is immense: the United Nations Office on Drugs and Crime estimates that
between USD 800 billion and USD two trillion is laundered globally each year, largely tied to
corruption in high-risk sectors such as energy, construction, and defence (UNODC, 2025). When
financial institutions neglect their monitoring duties, they effectively enable the global circulation of

illicit capital.

This vulnerability is most pronounced in high-margin business operating at the periphery of
regulatory oversight, such as correspondent banking, private wealth management, and cross-border
structuring, which are frequently exploited to launder and obscure the proceeds of corruption (e.g.
Rikkila et al., 2022). These activities rely on complex legal vehicles with opagque ownership, large-
value transactions lacking economic justification, and fragmented regulatory oversight. As Shaxson
(2019) has shown, the opacity exploited in such structures is systemic rather than accidental and is
often maintained through institutional and legal design. Reurink (2019) similarly emphasises how the
internal architecture of universal banks, with decentralised compliance teams and profit-driven
business units, produces structural blind spots that limit effective risk management. In this setting,

AML frameworks may exist in form, but their enforcement can be marginalised in practice.

Cases involving Danske Bank, Swedbank, SEB, and Nordea illustrate how financial institutions have,
at times, facilitated high-risk flows involving non-resident clients and entities linked to secrecy
jurisdictions (Rikkila et al., 2022). These cases show recurring weaknesses: limited scrutiny of
beneficial ownership, over-reliance on automated systems, and repeated failures to escalate internal
warnings (Gottschalk & Hamerton, 2022). Notably, these breakdowns occurred not in
underregulated institutions, but in large, well-capitalised banks subject to EU and national regulatory
frameworks. Their recurrence suggests that structural and organisational factors, rather than

regulatory absence, are key in enabling the laundering of corruption proceeds.

Research into banking compliance culture further highlights the limitations of technical AML systems
when they are decoupled from institutional norms of integrity. As scholars have argued, financial
institutions often approach AML compliance as a matter of regulatory risk minimisation rather than
substantive ethical responsibility (de Koker, 2011; Levi & Reuter, 2006). In the Nordea case,
weaknesses in customer risk assessments, monitoring systems, and internal reporting channels point
not only to technical lapses but also to a permissive compliance environment. In such environments,
where commercial priorities dominate, AML frameworks are treated as procedural hurdles rather than

ethical safeguards.
Meanwhile, external pressure on banks to strengthen integrity systems has grown. Regulatory

authorities, civil society, and institutional investors have increasingly scrutinised the governance of
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large banks, particularly regarding AML exposure. The rise of ESG investing and the integration of
governance risk into asset-screening processes have created reputational and financial incentives
for firms to demonstrate ethical performance. U.S. regulators such as DFS and FinCEN have
expanded enforcement reach through dollar-clearing jurisdiction, imposing significant penalties and

remediation obligations on foreign banks, including Nordea.

Despite these pressures, institutional learning across the sector remains uneven. Some banks have
substantially restructured their compliance operations, while others have taken a reactive posture,
initiating reforms only after public disclosures or regulatory actions. In Nordea's case, internal audits,
system upgrades, and risk management improvements followed rather than preceded external
interventions. This reactive trajectory illustrates a broader structural feature of the banking industry,
in which integrity management is often driven by scandal and sanction rather than embedded as a

core strategic priority.

7.5. Integrity Management Systems in practice

This section analyses Nordea's integrity management practices through the IMS lens. The analysis
draws primarily on three sources of evidence: the 2024 Consent Order issued by DFS (New York
State - Department of Financial Services, 2024), the 2024 Danish indictment against Nordea Bank
Danmark (NSK - National enhed for Szerlig Kriminalitet, 2024), and the Swedish Financial Supervisory
Authority’s decision of 2015 (Finansinspektionen, 2015). Using evidence from these documents, we
identify the key features of each lever as they were deployed within Nordea and examine how they
functioned in practice, with particular attention to the shortcomings that allowed extensive integrity

risks to persist (see Table 9).

Belief systems are the formal statements of purpose and values that provide inspiration and
direction for organisational behaviour. At Nordea during the scandal period, such systems existed
but were neither clearly communicated nor consistently internalised across the organisation. Public
strategy documents emphasised profitable growth and market leadership as strategic priorities:
Nordea described itself as “the largest Nordic financial services group” with a focus on “profitable
growth opportunities,” while references to responsibility remained vague and secondary. When it
comes to values associated with integrity, the evidence suggests they were rarely translated into
day-to-day practice. The DFS concluded that “Nordea failed in various respects to meet obligations
with respect to its AML program and procedures,” noting that “Nordea has acknowledged its
shortcomings in these respects to the Department” (New York State - Department of Financial

Services, 2024).
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The case shows that AML policies were treated primarily as a compliance obligation rather than as
guiding values for the organisation’s purpose and direction. Likewise, the Swedish Financial
Supervisory Authority observed that “[...] Nordea, for some years, has had large deficiencies in its
efforts to counteract money laundering and terrorism financing. The deficiencies have been
considerable and systematic, located throughout all inspected business areas. Nordea has therefore
failed in its responsibility to maintain satisfactory internal governance and control
(Finansinspektionen, 2015). Independent investigations reinforce this picture: leaked audits of
Nordea'’s Baltic operations revealed billions of euros of suspicious transfers, prompting Transparency
International to question whether this reflected “... a consequence of the bank’s culture, where some
risky actions ‘since it was big money’ were in principle tolerated” (OCCRP, 2022). While this primarily
illustrates weaknesses in Nordea's belief systems and culture, it could equally be read as a failure of
boundary systems, the absence of explicit prohibitions or the consistent enforcement of limits that
would have prevented such tolerance of risky behaviour. Together, these findings illustrate that
belief systems did not adequately support the other systems. Nordea’s subsequent efforts to
reformulate its mission and values, while also admitting that it had “underestimated the complexity
of preventing financial crime and the resources needed” (Molina Acosta, 2024), point to the
shortcomings of its earlier approach. Integrity and responsibility were not wholly absent, but belief

systems were abstract, poorly anchored, and unevenly distributed across the organisation.

Boundary systems establish the risks to be avoided, the limits of acceptable behaviour, and the
prohibitions that safeguard organisational purpose. In principle, Nordea did have such systems.
Group-wide AML directives, sanctions policies, and Know Your Customer (KYC) frameworks were
introduced, and from 2012 the bank even required that its Baltic branches comply with stricter Group
standards when national legislation was weaker: “Nordea updated its Group KYC standards...
requiring its Group standards to be applied in the Baltics even when national legislation... was less
stringent” (New York State - Department of Financial Services, 2024). This illustrates that boundaries

were articulated and, at least at the policy level, gradually extended across the organisation.

In practice, however, these limits were porous and inconsistently enforced. The Swedish Financial
Supervisory Authority found that “for several years Nordea neither had systems nor sufficient
manual procedures to identify politically exposed persons... Nordea has had a large number of
business relationships [...] without the Bank being aware of this” (Finansinspektionen, 2015). In
Denmark, prosecutors alleged that Nordea had [not been] “in a particularly gross or extensive
manner... not attentive to or monitoring customer relationships, despite special reasons due to the

companies' lack of business ties to Denmark and cash flows through tax havens”® (NSK - National

'8 Authors’ translation: “pd seerlig grov eller omfattende méde... ikke at have vaeret opmaerksom pa eller
overvaget kundeforholdene... selvom der var saerlig anledning til dette grundet selskabernes manglende
forretningsmaessige tilknytning til Danmark og pengestramme gennem skattelylande’.

103

BRIDGEAAP

M



i

enhed for Szerlig Kriminalitet, 2024). U.S. regulators made the principle explicit: “If the money
laundering risks posed by a particular customer relationship are too elevated to be contained, then
the financial institution should consider terminating the relationship” (New York State Department of
Financial Services, 2024). Nordea failed to consistently observe this rule. For example, Nordea
maintained a correspondent banking relationship with the Bank of Cyprus from 2008 to 2019,
despite repeatedly classifying it as ‘high risk'. Internal files acknowledged that “Cyprus is on the edge
of bankruptcy and is under suspicion for being a tax heaven [sic] for especially Russians,” and emails
show staff warning that “we are not allowed to take any risks in banks in Cyprus” and that “it has
been decided that Cyprus is banned” (New York State - Department of Financial Services, 2024).
Nevertheless, Nordea kept accounts active until 2019, processing billions in payments through this
relationship. This illustrates vividly how boundaries, while articulated on paper, were not enforced in

practice.

Taken together, these findings show boundary systems that existed more in design than in effect.
Formal prohibitions were written and, in some cases, strengthened, but enforcement lagged and
exceptions were tolerated. In sum, Nordea's boundaries did not operate as ‘lines in the sand’ guiding
risk-averse behaviour. Instead, they reflected a compliance architecture too often subordinated to
business imperatives, leaving the organisation exposed to precisely the risks it had defined as

unacceptable.

Diagnostic systems are the mechanisms managers use to monitor performance, compare it with
targets, and generate feedback for corrective action. In banking, this includes transaction
monitoring, customer due diligence (CDD), and risk assessments. At Nordea, such systems were
present and, in some respects, developed over time. The New York DFS noted that “an IT-supported
tool to gather KYC information [...] had decreased previously identified risks” and that “the quality of
KYC update reporting had improved” (New York State - Department of Financial Services, 2024).
Group Internal Audits also repeatedly flagged compliance as a measurable performance area, and
remediation projects were launched to close identified gaps. These initiatives suggest that Nordea’s
diagnostic systems were far from absent. Monitoring tools and audit processes existed and

produced data on compliance.

However, the evidence across jurisdictions shows that diagnostic systems often failed to translate
into effective feedback loops. The Swedish Financial Supervisory Authority observed that in 86 of 89
sample cases “there was also no ongoing follow-up at all or the follow-up had not been implemented
prior to 2013", concluding that “Nordea’s virtually non-existent ongoing follow-up indicates serious
deficiencies of a systematic nature” (Financial Supervisory Authority, 2015). In Denmark, prosecutors

found that “the bank closed 90 automatically generated alarms... without investigating them within a
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reasonable time"® (NSK - National enhed for Saerlig Kriminalitet, 2024). In the Baltics, U.S. regulators
identified “low data quality due to insufficient KYC data” and “an overreliance on manual monitoring”

that persisted despite repeated audits (New York State - Department of Financial Services, 2024).

In sum, Nordea’s diagnostics were formally present but weakly embedded. Systems produced
information but often without consequence, either ignored, archived, or acted upon only belatedly.
Repeated negative signals, from automated monitoring alarms, internal audit reports, and regulatory
inspections, did not trigger the corrective action that diagnostic systems are designed to deliver.
Instead of becoming triggers for action and learning, they were neutralised within routines, giving
the appearance of monitoring without the substance of corrective feedback. This pattern illustrates
how diagnostic systems can devolve into what might be called “ritual compliance”, generating data

and reports, but without the follow-through needed to protect the organisation from integrity risks.

Interactive systems stimulate dialogue, encourage learning, and promote adaptation in response to
strategic uncertainties. For instance, the board began systematic AML risk assessment in 2012-2013
(Financial Supervisory Authority, 2015), and “Project Lux” in 2017 demonstrated interactive learning
under regulatory pressure (New York State - Department of Financial Services, 2024). This initiative
involved cross-unit collaboration and regulatory engagement. However, these were exceptions. The
bank delayed exiting high-risk relationships, such as ABLV, despite internal alerts, until U.S.
authorities forced action (New York State - Department of Financial Services, 2024). The DFS
Consent Order describes how reviewers recommended moving from annual to quarterly enhanced
due diligence, but “... this was omitted from the formal conclusions”. These oversights may suggest
that diagnostic signals were identified but not elevated into sustained, senior-level debate until

external pressure forced a decision.

Investigative journalism also points to weak escalation from the front line to the top. Leaked internal
Luminor/Nordea audits (Yle & OCCRP, 2019) found at least EUR 3.9 billion in suspicious transfers
through Nordea's Baltic operations and identified cases involving shell companies and PEPs. The
reporting suggests that, for years, such findings did not reliably prompt organisation-wide learning or
strategic re-assessment. There was senior-level dialogue at times, most notably after the Panama
Papers. In 2016, the CEO launched an internal investigation into Nordea’s private banking and
created a Business Ethics and Values Committee, chaired by the CEO and including business heads
and control functions, to steer culture and ethics from the top. These steps indicate an attempt to
institutionalise interactive forums. However, the timing is telling: the committee’s first meeting was
in February 2016, i.e., after mounting external scrutiny, and subsequent regulatory findings show that

the new forums did not consistently transform risk signals into adaptive change across units.

® Authors' translation: “banken lukkede 90 automatisk genererede alarmer... uden at undersage dem inden for
rimelig tid’
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Finally, prosecutors identified transactions involving customers without legitimate ties to Denmark
and flows through tax havens. These transactions correctly generated local monitoring alerts. The

pattern reported publicly is one of truncated escalation: signals were acknowledged somewhere in

essence, Nordea's interactive systems were episodic and reactive. When activated, often under

systems did not stimulate organisational learning around strategic uncertainties, leaving it vulnerable
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Belief
Systems

TABLE 11: INTEGRITY MANAGEMENT SYSTEMS IN THE NORDEA CASE

DFS 2024 (NY Consent Order)

Functional: Nordea eventually acknowledged
shortcomings and invested heavily in AML (e.g. Group-
wide standards, Project Lux, public statements on
responsibility).

Not functional: AML treated as compliance duty rather
than cultural value, integrity not embedded in purpose,
failures across Baltic and international operations.

Danish Indictment 2024

Functional: Some recognition of risk obligations at
branch level (e.g. alarms generated, KYC frameworks
existed).

Not functional: Business model tolerated risky
customers with no Danish ties, integrity principles not
visibly internalised.

Swedish Fl Decision 2015

Functional: Board and management formally
responsible for AML, strategy statements referenced
responsibility.

Not functional: Responsibility weakly operationalised,
Fl concluded Nordea “failed in its responsibility to
maintain satisfactory internal governance and control.”

Boundary
Systems

Functional: Group KYC standards required stricter rules in
Baltics even if local laws were weaker, risk classifications
existed (high/very high-risk categories).

Not functional: Delayed exits from high-risk relationships
(e.g. ABLV, Bank of Cyprus), boundaries porous in
practice, tolerance of correspondent and Luminor risks.

Functional: Automated monitoring systems and AML
procedures nominally set limits on customer
behaviour.

Not functional: High-risk customers allowed despite
tax-haven flows, boundaries not enforced, and
boundary systems systematically bypassed in some
jurisdictions.

Functional: Formal prohibitions existed (e.g. policies on
PEPs, CDD rules).

Not functional: For years Nordea lacked
systems/manual processes to identify PEPs,
prohibitions unenforced, leading to widespread
exposure.

Diagnostic
Systems

Functional: Introduction of IT-supported KYC tool, some
improvements in KYC update quality, remediation
projects launched.

Not functional: Over-reliance on manual monitoring, poor
KYC data quality, repeated audit findings not acted upon.

Functional: Alarms generated through automated
monitoring, compliance structure formally present.

Not functional: Alarms (90 cases) closed without
investigation, flows of billions unexamined, feedback
loops broken.

Functional: Some CDD and monitoring processes
existed on paper, reports to board occurred.

Not functional: In 86 of 89 sample cases, no ongoing
follow-up before 2013, Fl described deficiencies as
“systematic.”

Interactive
Systems

Functional: Project Lux created cross-organisational
dialogue with Luminor, board-level discussions took
place, remediation investments after external scrutiny.

Not functional: Internal recommendations (e.g. quarterly
reviews for ABLV) not escalated, dialogue episodic and
reactive.

Functional: Signals existed that could have been
debated (alarms, suspicious flows).

Not functional: No evidence alarms or exposures
escalated into strategic debate, risky business model
tolerated without adaptive learning.

Functional: From 2012—2013 Nordea initiated more
systematic work to assess customer risk, board
received AML reporting.

Not functional: Interactive engagement began late,
prior to 2012 little evidence of systematic dialogue or
learning.

Elaborated by the authors
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76. Conclusions

The Nordea case evidence exposes telling tensions between integrity management subsystems. On
the one hand, belief systems and diagnostic systems shared a hollow quality: they existed in form
but not in substance. Strategy statements invoked responsibility, and monitoring systems generated
reports and alarms, yet neither was firmly rooted in organisational culture nor capable of triggering
meaningful corrective action. Values floated abstractly above daily practice, while diagnostics

churned out signals that could be, and often were, ignored.

On the other hand, boundary systems and interactive systems faltered in parallel. Formal prohibitions
and risk classifications were written into policies, but enforcement was inconsistent, exceptions
were tolerated, and exit from high-risk relationships was repeatedly delayed. On the other hand,
forums for dialogue and adaptation surfaced only episodically, typically after scandals broke or
regulators intervened. Instead of becoming ongoing arenas for learning, interactive mechanisms
were truncated, suppressing the very conversations that might have transformed red flags into

strategic insight.

Taken together, these dynamics reveal an unbalanced IMS. Belief and boundary systems defined
values and limits, but only in abstract and aspirational terms. Diagnostic and interactive systems,
meanwhile, produced data and occasional debate, but without reliable mechanisms to convert
signals into sustained managerial attention and adaptive change. The result was a striking
disconnect: Nordea could articulate integrity on paper but struggled to embody it in practice, leaving

the bank locked in a cycle in which principles and practice drifted apart.

Nordea’s trajectory illustrates the paradox of a flagship Nordic bank that has repeatedly been unable
to embody the integrity it claims as a core value. As the introduction suggested, these scandals are
not merely episodes of non-compliance but symptoms of a deeper incapacity to reconcile growth,
risk, and governance. What is surprising is not that deficiencies persisted despite earlier sanctions,
but that each new crisis produced only partial remediation, leaving the bank structurally exposed. In
this sense, the Finnish bank’s IMS resembles a strategy of managed vulnerability: absorbing fines and
reputational shocks while continuing to pursue risky markets. Governance here functions less as an

internalisation of integrity than as an externalisation of compliance costs to regulators and investors.
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8. Cross-case analysis of Integrity Management

Systems

In this section, we present a cross-case analysis of IMS, in a descending order of public value
dominance in the industry represented by the case study, moving from defence (high public value
dominance) to infrastructure (high to moderate public value dominance), to healthcare (moderate to
high public value stake), to sports (low public value) and finance (low to no public value). This is to
untangle any patterns of wrongdoing which might align with value dominance in a sector. Table 12
consolidates the analysis across case studies, illustrating the diverse configurations of IMS

imbalance.

8.1. Boundary integrity systems

Boundary systems in integrity management refer to formal rules, codes of conduct, and legal
frameworks that delineate permissible behaviours. They function primarily to prevent misconduct by
setting clear limits. Across the cases, boundary systems were formally present but varied markedly in
their preventive versus reactive application. For instance, in the Leonardo case, boundary systems
were visibly strengthened post-2016 in response to institutional investor pressure and reputational
risks arising from high-profile corruption allegations involving international defence contracts. After
NBIM placed the company under observation in 2016, Leonardo introduced a suite of reforms,
becoming the first among its peers to obtain ISO 37001:2016, the Anti-Bribery Management System.
Leonardo also revised their code of ethics to regulate relationships with agents and suppliers. These
reforms were part of a broader push to reassure financial markets and maintain access to
international credit lines. These changes reflected an attempt to shift from a reactive to a preventive
boundary posture. However, their effectiveness remained uneven, as evidenced by the
‘Colombiagate’ scandal (2022—-2025), in which oversight failures in agent selection and information
handling revealed residual vulnerabilities and suggested that boundary systems were not fully

institutionalised or implemented across the organisation.

In contrast, boundary systems served a significantly different role in the Post Office Horizon IT case.
The boundary systems embedded in contractual obligations and legal structures that governed the
relationship between the POL and subpostmasters included onerous terms of employment and the
use of private prosecutions — legal tools that permitted the Post Office to enforce liability for

financial discrepancies unilaterally. This boundary system was not only rigid but also outright punitive
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for frontline staff, such as subpostmasters, offering them no formal recourse to challenge Horizon
IT-generated discrepancies. Rather than preventing misconduct, it externalised institutional risk and

criminalised internal error, facilitating over 900 wrongful prosecutions.

In the Novartis Hellas scandal, boundary systems for integrity management were not readily available
for analysis, and those that did exist proved largely symbolic. Although corporate compliance
structures formally existed, in the Hellas affiliate, the IMS were undermined by entrenched practices,
between 2012 and 2019, of paying bribes to doctors and public officials under the guise of research
sponsorship and conference attendance. These payments violated both Greek law and Novartis's
internal policies, yet persisted for years, suggesting that any boundary systems were subordinate to
aggressive short-term market-penetration goals. The gap between formal rules and operational
behaviour rendered boundary systems ineffective in preventing misconduct. These gaps were
compounded by Greece's fragmented procurement system and weak public oversight, allowing

Novartis to exploit institutional loopholes.

Boundary systems for integrity management were also almost entirely circumvented (and, in some
cases, conspicuously absent) in Operation Zero. Belgian football clubs operated in a regulatory
vacuum where agent commissions, transfer-related side payments, and opaque financial
arrangements went largely unmonitored. Before the scandal, there were no mandatory compliance
frameworks governing financial flows or third-party intermediaries. It was only after the scandal that
Belgium extended its PAML to cover football clubs and agents, formalising boundaries that were

previously informal or absent.

The Nordea case similarly illustrates the limits of boundary systems when formal mechanisms are
decoupled from enforcement. Boundary systems were formally in place through established AML
policies and compliance structures, particularly at the Nordic headquarters. Although Nordea
operated in Finland, a high-integrity jurisdiction, its AML policies were not consistently implemented
across branches, particularly in the Baltics and Denmark. Between 2012 and 2019, high-risk
transactions linked to shell companies and politically exposed persons were processed in clear
violation of AML regulations. Internal audits repeatedly flagged these issues, but boundary systems
failed to trigger timely remediation. This suggests a failure not in design, but in the integrity and
responsiveness of enforcement mechanisms. It points to a systemic failure of enforcement and
escalation within the boundary system, where formal rules were selectively bypassed or ignored in

high-risk operational units.
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TABLE 12: CROSS-SECTORAL ANALYSIS OF INTEGRITY MANAGEMENT SYSTEMS

Dimension Leonardo (Defence) Post Office (Infrastructure)  Novartis Hellas (Healthcare) Operation Zero (Sports) Nordea (Banking)
Value : ;
. . . . Private value leanin . .
. Public value dominant Public—private hybrid Public—private hybrid n.v v u "9 Private value dominant
Dominance (with public resonance)
Information ) ) ) , _ Medium (pharmaceutical . . . ) .
Very high (national security High (technical IT systems markets and brocurement Medium—low (public-facing Low (regulated financial
Asymmetry and defence contracts) with legal complexity) opacity) P but informally governed) services)
High (historic state Lo ivate clubs and
Statestake/  igh (30.2% ownership by igh (hi or! Low (private multinational w (priv oS @ .
. . ownership . agents operating with None (fully private)
Ownership Italian state) . - . with the state as purchaser) . .
with political oversight) minimal regulation)
Used itivel d . .
Boundary Strengthened post-2016 er?forcp:cgnli:a\gizli); a\r:ia Present but symbolic, thus Non-existent pre-scandal, Formally strong but poorly
System (ISO 37001), but uneven contracts Y easily bypassed locally only introduced post-2018 enforced in high-risk units
Diagnostic ' .. The Horizon IT system is I . .
Ethical KPIs added and audit used as unquestionable Focused on sales; No systematic financial Alerts existed, but
System flagged Colombiagate evidence q compliance signals ignored monitoring management failed to act
; Absent, with feedback . . .
Interactive Improved post-crisis and U Se:essV:d anze ac Absent, without dialogue on  Informal networks govern Weak during the scandal,
System limited executive buy-in wr?istleblowers ignored compliance risks absent witch practices only introduced post-crisis
“Be Tomorrow 2030” Trust and public service Innovation narrative Fair play rhetoric is ESG values professed but
Belief System  strategy aligned with ESG values are completely decoupled from local ineffective without . P .
. L disconnected from practice
goals decoupled conduct internalisation
Dominant . ) Institutional abuse of . . Absence of formal systems Compliance is sidelined, and
Strategic decoupling and . . Local circumvention of . . . .
. . g p 9 diagnostics and legal . along with cultural failure to operationalise
Failure Mode elite circumvention . . global compliance -
insulation normalisation alerts

Elaborated by the authors
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Some cross-case patterns emerge: boundary systems are often documented on paper, but their
effectiveness depends on contextual enforcement, internal culture, and third-party pressures. While
Leonardo shows a case of reactive strengthening and a proactive reform effort, Novartis and Nordea
revealed systems prone to being overridden by local incentives. At the same time, Clean Hands
suffered from regulatory oversight and appears to owe its systemic evasion to sectoral opacity. Both
Post Office and Novartis show boundary systems designed to protect the company at the expense
of frontline professionals and plausible scapegoats, arguably seen as external to the organisation
(health professionals, in the case of Novartis Hellas) or as collateral damage (subpostmasters, in the
case of the Post Office Horizon IT scandal). This analysis suggests that boundary systems are more
reactive than preventative, that there is a habitual performative disconnect between policy and
practice, and that boundary systems sometimes protect the organisation’s financial or commercial

goals at the expense of its partners and employees.

8.2. Diagnostic integrity systems

Diagnostic systems monitor performance against set objectives. In integrity management, they track
compliance indicators, risk metrics, and operational outputs. In all the cases covered by this report,
these systems were not only present but also dominant, often skewed towards commercial

performance at the expense of ethical resilience.

Leonardo presents a longitudinal example of the adoption of diagnostic IMS. Following investor
pressure in 2016 and beyond, the company began integrating ethical KPls, such as anticorruption
training completion rates and supplier risk scores, into its diagnostic systems. These reforms
represented a significant step forward, though the ‘Colombiagate’ audit suggested that diagnostic
tools remained vulnerable to manipulation or bypass at the executive level, particularly in politically
sensitive transactions. There, internal audit revealed violations of policy and poor oversight of
intermediaries, indicating that, while diagnostic tools had improved, behavioural alignment remained

incomplete.

A more striking example of diagnostics gone awry is the Post Office case. Here, the Horizon IT
system functioned as both the operational and diagnostic apparatus, registering financial shortfalls
and automatically attributing them to subpostmasters’ errors. The system's outputs were treated as
authoritative, with no secondary diagnostic mechanism to assess their accuracy or identify software
anomalies. Complaints and anomalies were disregarded or suppressed, while system-generated

‘evidence’ was used to justify prosecution. As such, while diagnostics were supposedly used to
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detect integrity failures by branch operators, in fact, they reinforced a flawed accountability model,

leading to institutionalised miscarriages of justice.

Novartis presents a picture of diagnostic systems which were overwhelmingly geared toward
financial performance — perhaps unsurprising for a commercial entity in the pharmaceutical industry.
Sales targets, market penetration rates, and revenue growth dominated management attention. This
singular focus, rather than, for example, a more balanced attention to both financial performance and
ethical boundaries, produced perverse incentives, encouraging employees to use unethical means to
meet sales quotas, including bribery disguised as legitimate business expenses. Ethical indicators
were either absent or not prioritised, leading to a severe misalignment between stated corporate
values and operational behaviours. Internal audits and compliance reports were weakly enforced, and
whistleblower concerns were not integrated into diagnostic feedback loops, allowing bribery

schemes to flourish for nearly a decade.

In Operation Zero, diagnostic systems were practically non-existent before the scandal due to the
opacity of the professional football sector, arguably not only in Belgium. Financial transactions
involving agents, referees, and clubs went unmonitored, and compliance officers (where present)
lacked the tools or authority to interrogate suspicious flows. Only after whistleblower cooperation
and law enforcement raids did retrospective diagnostics begin to map out the extent of concealed
commissions and side-payments. This absence of proactive monitoring allowed corrupt practices

such as complex laundering schemes to normalise.

In contrast, in Nordea's case, diagnostics certainly existed, but there was little leadership buy-in to
enable follow-up of any breaches. The bank’s compliance units did generate diagnostic reports
highlighting high-risk transactions and failures in customer due diligence, especially in branches
linked to the Baltic and Russian laundering circuits. However, senior management did not act
decisively on these warnings. As a result, known risks persisted unchecked, undermining the
credibility of diagnostic systems and exposing the bank to billions in suspect flows. Here, the
problem was not data absence but managerial inertia in interpreting and responding to diagnostic

outputs.

Across the cases, the dominance of financial and operational KPIs over ethical indicators created
blind spots in organisational integrity. Additionally, where diagnostic systems were technically
capable, they were misdirected or selectively ignored, again in a performative manner, thus enabling
selective compliance. There is also evidence across the cases that public sector entities, or those
with substantial public sector capital, have compelling diagnostic systems in place, even if, as in the

case of the UK Post Office, they are weaponised against their front-line employees. In all cases, and
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certainly unsurprisingly, there seems to be a skew towards short-term performance, marginalising

ethical sustainability.

8.3. Interactive integrity systems

Interactive systems are designed to enable learning, dialogue, and adaptation by promoting
continuous engagement with strategic uncertainties and ethical risks. They represent a fundamental
departure from traditional management control levels, which are diagnostic and boundary-setting.
Across all cases, interactive systems were either weak, marginalised, or actively suppressed, limiting

the organisations’ ability to identify and respond to integrity threats in real time.

At Leonardo, the longitudinal aspect of the case study revealed that interactive systems improved in
response to external scrutiny. Following its placement under observation, Leonardo enhanced
stakeholder engagement mechanisms, created internal feedback channels, and linked compliance
risks to broader strategic conversations. These reforms included internal audits, staff training
sessions, and increased responsiveness to investor concerns. Nonetheless, the “Colombiagate” audit
suggested further failings in the company’s internal control systems. Sensitive commercial
discussions remained poorly documented, and key actors bypassed formal channels when
exchanging confidential defence information. While the intent to institutionalise learning was
present, its reach and consistency remained variable, and there is no indication of continuous,
organisation-wide dialogue on integrity risks. Interactive systems continue to appear

underdeveloped compared to boundary and diagnostic mechanisms.

In contrast to some of Leonardo's attempts to institutionalise ways of responding to risks and
allegations interactively, such attempts are virtually non-existent in the other cases. The starkest
failure of interactive systems is evident in the Post Office case. Despite mounting internal evidence
of the unreliability of the Horizon IT system —such as bugs, data losses, and unexplained shortfalls
—there was no mechanism for open discussion with subpostmasters and no independent scrutiny.
Interactive learning was blocked by legal and organisational barriers: internal reports warning of
system defects were hidden, while subpostmasters were told repeatedly that 'no one else is
experiencing this issue’. The organisational environment actively discouraged frontline workers from
providing feedback and excluded them from conversations that directly affected their legal liability.
This systemic refusal to engage with uncertainty (e.g., the uncertain consequences of exclusive

reliance on technology) directly led to wrongful prosecutions.

In Novartis, interactive systems were also functionally absent. The Greek affiliate operated under
tight performance pressures but lacked a formal platform for raising ethical concerns. There is no

evidence that sales teams were engaged in structured conversations about the ethical implications
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of their marketing practices, even as they routinely made improper payments under the guise of
medical research or sponsorships. The absence of interactive controls allowed a decade of
misconduct to go unchecked, despite growing international scrutiny of pharmaceutical marketing
practices in Southern Europe. While whistleblower accounts ultimately triggered an investigation,
they came from outside formal interactive structures, and from outside Greece, reinforcing the
conclusion that ethical dialogue was structurally discouraged. What is more, the Novartis whistle-
blowers have now been prosecuted, despite Greece transposing the EU Whistleblowing Directive
through Law 4990/2022, which entered into force in November 2022 and sets organisational

obligations, e.g., for entities with more than 50 employees.

The absence of interactive systems manifested through opaque decision-making and informal
networks in Operation Zero. It might even be argued that all operations were interactive, but that
does not mean there were interactive systems in place. Agents, referees, and club executives
operated within a system that normalised off-books payments and concealed commissions. There
was no institutional setting for questioning the ethics of these practices or for surfacing concerns
about match-fixing or financial irregularities. It was only the introduction of cooperating witness
agreements (e.g., the spijtoptant status of Veljkovi¢) that forced previously hidden practices into view,
albeit through external legal compulsion rather than interactive learning. This case is emblematic of an

integrity environment where interactive learning was replaced by complicity and silence.

Nordea presents a more hybrid picture bearing some resemblance to Leonardo SpA. During the
scandal period (2012—2019), the bank lacked robust interactive systems. Although internal audits
flagged AML failures, these findings did not prompt inclusive risk discussions or organisational
adaptation. The structural disconnect between compliance diagnostics and executive action
suggests that horizontal engagement between units was either minimal or ineffective. Post-2019,
Nordea undertook governance reforms, including the establishment of new compliance committees
and risk forums, to include structured engagement on AML integrity, but these seem reactive rather

than embedded features of their control environment.

In all five cases, the absence or dysfunction of interactive systems hindered early detection and
escalation of integrity risks. Our cross-case analysis confirms that this subsystems is consistently the
weakest element in organisations’ IMS. While these systems are critical for adaptive capacity and
ethical resilience, they are often deprioritised in favour of compliance structures and financial
performance. Leonardo made the most progress toward institutionalising engagement; the Post
Office actively suppressed it; Novartis and Clean Hands lacked it; and Nordea only developed it after
the fact. Learning and adapting are important features of IMS, but evidence of these is scarce and

difficult to obtain from documentary sources. They are apparent in the Leonardo and Nordea cases;
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however, presumably due to the rich regulatory frameworks in the defence and banking industries,

the buy-in of these systems appears patchy.

8.4. Belief integrity systems

Belief systems refer to core values, mission statements, and public commitments that guide
behaviour by shaping organisational culture. When effectively embedded, they serve as a moral
compass. However, in all five cases, belief systems were marked by symbolic enactment — that is,

public articulation without substantive integration into organisational practice.

Leonardo invested heavily in its belief system as part of a broader effort to rebuild legitimacy post-
2016. Their “Be Tomorrow 2030” strategy articulated commitments to innovation, sustainability, and
ethical conduct. These values were operationalised through ESG reporting, anti-bribery certification,
and inclusion in transparency indices. This new integrity management belief system helped restore
investor confidence and reopen previously blocked markets (e.g., India). However, belief systems
alone were not sufficient to prevent new allegations, such as “Colombiagate”, demonstrating the

need for reinforcement through effective boundaries and real-time monitoring.

In contrast with Leonardo and most companies we analysed, the UK Post Office started from an
extremely high level of trust — the second-most-trusted brand in the country (Edwards, 2021) —
which became a claim often paraded by the organisation in its public-facing communication (Post
Office Corporate, 2025). The Post Office publicly claimed to uphold trust, public service, and
integrity as core to its brand. Yet, these stated values were entirely contradicted by its internal
behaviour: secrecy, defensiveness, and legal aggression against subpostmasters. Belief systems
were invoked in parliamentary hearings and public statements, but did not shape internal decisions
about litigation, transparency, or error correction. The dissonance between declared values and
actual conduct, unravelled by the scandal brought to light in 2024 (nearly a decade too late, for

many of their wrongfully convicted victims), was profound.

Similarly, Novartis promoted a brand dominated by a global message of “reimagining medicine” to
improve lives. However, in Greece, its affiliate pursued aggressive market expansion through bribes
and manipulated research activities, with no apparent concern for long-term public trust or systemic
harm. While global compliance functions existed, they failed to instil these values in local practice,
highlighting the risks of belief systems that are not culturally or operationally embedded. Indeed, the
company's belief system failed to translate into ethical restraint at the affiliate level. The absence of

accountability for political actors further underscored the superficiality of the values espoused.
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In Operation Zero, belief systems were largely absent or performative. Football clubs and agents
professed loyalty to fair play and transparency, yet engaged in systemic concealment of financial
flows, match manipulation, and tax evasion. The absence of an integrity-oriented belief system
within the football sector enabled widespread normalisation of corrupt practices. To the contrary,
Nordea's case is more nuanced. As a major Nordic financial institution, it publicly aligned itself with
Nordic values of transparency, regulatory compliance, and responsible banking. However, during the
relevant period, its business practices failed to reflect these principles. The facilitation of high-risk
transactions, even in the face of internal warnings, suggests a significant gap between corporate
values and operational conduct. While reforms post-2019 aimed to bridge this gap, the initial failures

point to a belief system that lacked enforcement and internal coherence.

Across the cases, belief systems were consistently vulnerable to performativity and symbolic
appropriation (inspirational in language but ineffective in practice). Leonardo made the most tangible
progress in aligning beliefs with practice, albeit imperfectly. The Post Office, Novartis, and Nordea all
exhibited serious disconnect between values and conduct, while Clean Hands reflected the absence
of such systems altogether. These findings support the idea that belief systems, when not
embedded through practice, incentives, and leadership, risk becoming tools of reputational

management rather than ethical guidance.

8.5. The interplay and imbalances of Integrity Management

Systems

Interaction and negotiation are necessary to achieve balance across the four elements of IMS.
Across the five examined cases — Leonardo, the Post Office Horizon scandal, Novartis Hellas,
Operation Clean Hands, and Nordea — a core insight emerges: balance is rarely present by default.
Instead, it must be actively negotiated and institutionalised, often in the aftermath of integrity
failures. This mirrors Simons' (2000) proposition that tension among control levers is both necessary
and generative, prompting reflection, correction, and adaptation. In the realm of integrity
management, we saw the absence of such dynamic interplay facilitate misconduct (rather than
mitigate it, as it might otherwise have done). Interestingly, we have also noticed variations that seem
to differ across the public-private value dominance of the public-private value continuum we started
with in our case selection — see Figure 1 earlier in this report and Figure 4 below. We note that the
IMSs are more balanced at the extremes (public- or private-value-dominant sectors) on this
continuum, but are imbalanced where the mix of public and private value is more prevalent. While we

cannot generalise from our cases to the sectors they represent, our study provides an insight into
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case provides greater clarity on the plausibility of the (im)balance across organisational IMSs being

influenced by the sector’s position on this spectrum.
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FIGURE 4: THE (IM)BALANCE ACROSS INTEGRITY MANAGEMENT SYSTEMS ALONG THE PUBLIC-PRIVATE VALUE

SPECTRUM
Balanced IMS but Absent IMS due to Balanced IMS in form,
constantly changing regulatory void but not in function
Leonardo S.p.A Operation Zero Nordea Bank
Defence Sports Banking

A S S )

Imbalanced IMS and reduced visibility
with impending redress

Public value
anjena ajenld

Infrastructure Healthcare

UK Post Office Novartis Hellas

Elaborated by the authors

For example, in Leonardo, integrity reforms post-2016 reflected an attempt to rebalance the control
environment following external pressures (notably from NBIM) that exposed the weaknesses of
earlier arrangements. Boundary and diagnostic systems were strengthened (e.g., ISO 37001
certification, ethics training, ESG indicators), but gaps persisted in interactive and belief systems.
This resulted in selective implementation, as seen in the ‘Colombiagate’ episode. The reforms show a
partial negotiation among systems, where enhanced diagnostics were not fully supported by

interactive engagement or consistently internalised beliefs.

At the other end of the imbalance, one can find the UK Post Office: boundary systems (contracts
and legal tools) and diagnostics (the Horizon IT system) were so misaligned with the more forward-
looking systems (belief and interactive) that they got weaponised to punish subordinates. In
contrast, interactive systems were suppressed, and belief systems were performative. There was no
real negotiation among them; instead, an authoritarian use of diagnostics and boundaries dominated.
The lack of interplay led to a rigid system that amplified errors and injustice rather than correcting

them.
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Novartis Hellas presents a different form of disjunction. Corporate-level boundary and belief
systems existed but were decoupled from the operational environment in Greece, where sales
incentives dominated, and diagnostic tools favoured commercial performance over ethics.
Interactive systems were absent, and local circumvention of global rules was routine. The absence of
a balancing process allowed corrupt practices to persist for nearly a decade, demonstrating the

dangers of uncoordinated or symbolic integrity mechanisms.

In the case of the organisations implicated in Operation Clean Hands, the problem was not the
imbalance among subsystems, but their complete absence. Boundary systems were informal or non-
existent, diagnostics were lacking, and interactive or belief systems had no institutional footing.
Corrupt practices flourished in a vacuum of formal controls, where personalised networks and off-
the-books deals replaced any meaningful negotiation between integrity mechanisms. This illustrates
how the absence of a systemic interplay of a mission-driven regulatory ecosystem in an industry

fosters environments where corruption can become the norm.

Finally, the Nordea case shows that even when all four systems are formally present, failure occurs
when they are siloed or inconsistently applied —a feature not uncommon in multinational
corporations such as Nordea and Novartis. Diagnostic tools identified AML risks, but they were not
effectively escalated due to weak interactive systems. The belief system, while publicly stated, did
not influence operational behaviour. Thus, balance was lacking not in form, but in function,
highlighting the need for active coordination among IMS, particularly across decentralised or cross-

border operations.

Across all these cases and all the industries they represent, the failure to negotiate and align IMS is a
defining feature of integrity system breakdowns. The implication is clear: effective integrity
management is not a matter of designing each subsystem in isolation, but of orchestrating their
interplay -ensuring that rules are enforced, behaviour is monitored, ethical issues are discussed, and

values are lived, not merely stated.
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9. Conclusions and policy implications

This cross-case analysis applies our IMS framework to five corruption cases spanning the public-
private value spectrum, from state-dominated defence to market-oriented banking. Consistent with
Dudau's and colleagues' (2023) arguments on services, this industry’s spectrum ranges from public
value dominant sectors (e.g., defence) to private value dominant sectors (e.g., banking), with hybrid
cases (e.g., health) occupying an intermediate position between public and private stakes in the
industry. The spectrum marks the type of value prioritised (collective vs individual) and reflects
structural features such as state ownership, information asymmetry between service providers and

users, and public visibility.

The central insight of the work undertaken in WP4 is that the meso-level is not merely an
implementation site, but a primary locus of negotiation, conflict, and ethical drift. Our case studies
reveals that formal IMS structures are often present across diverse sectors — defence (Leonardo),
healthcare (Novartis), finance (Nordea), sports (the organisations involved in Operation Clean Hands
/ Operation Zero), and critical infrastructure (The Post Office) — yet their function is highly
contingent on internal coordination, cultural embedding, and responsiveness to ethical risk. Even the
most robust boundary or diagnostic systems fail if not balanced by interactive systems and credible

belief systems.

This has profound implications for the broader BridgeGap agenda: effective anticorruption reform
cannot rely solely on macro-level legal instruments or on micro-level behavioural change. Instead,
reforms must actively engage with how organisational systems mediate between regulation and
practice. The key takeaway is that without addressing the quality, balance, and internal coherence of
integrity management systems at the meso-level, even the most well-designed policies risk
becoming symbolic or counterproductive. WP4 thus provides the BridgeGap project with a practical
framework and empirical evidence base to inform institutional redesign, policy adaptation, and

regulatory diagnostics in real-world organisational contexts.

We find indications of strong alignment between an industry’s position on this spectrum and the
nature and failure modes of its IMS. In particular, state ownership and control decrease across the
spectrum from defence to banking. The nature of subsystems also ranges from more formalised ones
in industries that are public value dominant to less formalised ones at the other end of the spectrum,
with banking an interesting exception due to its relatively mature regulatory environment, yet one
that still leaves room for loopholes. Paradoxically, the opacity and dysfunction of integrity systems
increase where state influence is greater and information asymmetry is higher. This inverse

121

BRIDGEAAP

M



I

relationship reveals that formal control mechanisms are insufficient to guarantee integrity in public
value-dominant sectors, especially when institutional opacity, national interest narratives, or legal

immunities reduce accountability.

The positioning of each case along the public—private value spectrum is strongly associated with
specific integrity system vulnerabilities. This insight reveals a paradox: sectors with the highest
public value and state control — defence and postal services — exhibited some of the most damaging
integrity failures, primarily due to high information asymmetry and organisational insulation from
scrutiny. Meanwhile, private value-dominant sectors, while more exposed to market regulation and
public oversight, remain vulnerable to misconduct unless formal systems are embedded and

effectively enforced.

For EU institutions and policymakers, these findings suggest a necessary evolution from solely

crafting legislation to actively shaping organisational integrity infrastructures.

¢ Foster trans-national meso-level diagnostic tools: This report adds to the literature on
practical IMS. European bodies like the European Anti-Fraud Office (OLAF), the European
Court of Auditors or the newly created EU Authority for Anti-Money Laundering and
Countering the Financing of Terrorism (AMLA) could deploy this to assess the integrity
resilience of specific organisations, identifying weaknesses in control balance and internal
coherence before scandals erupt. An EU-wide, World Bank—style debarment list may also
help in this respect, by excluding firms linked to bribery / other corruption acts from all EU

and national tenders.

¢ Re-balancing the subsystems of internal IMSs in organisations: Linking executive incentives
to evidence-over-assertion through data-integrity KPIs at board level (belief systems),
closing loopholes for agents and intermediaries and contractually ensure whistleblower
protection by banning gag clauses (boundary beliefs). Also, elevating critical integrity
metrics — like privileged access events or third-party risk concentrations — to the same
reporting cadence as financial KPIs (diagnostic systems); and institutionalising structured
dissent through red-team reviews and frontline escalation routes, and requiring supplier-

independent assurance (interactive systems).

e Target reforms to sectoral vulnerabilities: Anticorruption policy must be sector-specific. In
public value dominant sectors (e.g., defence, health), policy should mandate radical
transparency, break down information asymmetries, and shield oversight functions from

political interference. For private value-dominant sectors (e.g., finance), enforcement must
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ensure that compliance is deeply integrated with strategic incentives, moving beyond box-

ticking to align profitability with ethical conduct fundamentally.

e Strengthen public procurement as a control surface: Making open-book rights, independent
technical validation, and beneficial-ownership transparency non-negotiable in high-risk
contracts. In addition, aligning incentives so that quality assurance cannot be traded off

against price, and use cross-border disbarment to target repeat foreign bribery offenders.

o Build effective and protected whistleblowing policy: Providing protected channels outside
the management/supplier line that mandate and audit responsiveness. Additionally,
publishing ‘learn-and-act' logs and prohibiting funding arrangements that suppress dissent

within organisations.

¢ Constructing ‘Follow-the-money’ infrastructure: Treating laundering typologies as sectoral
hazards (such as finance or global sports) and requiring end-to-end transparency across
correspondent chains and agent payment ecosystems. This work needs to build joint

analytics across financial units, professional leagues, and banks.

Future avenues for research

To improve the effectiveness of IMS, research must pursue two interconnected paths: one focusing
on internal organisational dynamics and the other on external power structures. First, building on
evidence that gender parity helps teams maintain integrity in high-pressure, conflict-of-interest
environments (Enache et al., 2025), future studies should investigate how diversity — including
gender, ethnicity, origin, or age, to mention a few — in senior management and control functions
strengthens IMS. For instance, research could explore whether it fosters more effective interactive

integrity system by encouraging constructive challenge or reducing groupthink.

Moreover, research is needed into how formal and informal norms shape the effectiveness of IMS,
particularly gendered power dynamics (Merkle & Kubbe, 2022). This includes assessing whether

tailored reporting channels lead to higher whistleblowing rates, considering that gender is never a
single factor that explains the differences in whistleblowing practices (Zufiga, 2020). Applying an

intersectional lens ensures IMS are accessible and effective for all marginalised groups.

Second, the research agenda must challenge the global power asymmetries that shape the very

concept of corruption. The prevailing narrative that locates corruption primarily in certain areas (e.g.
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Southern Europe, ‘Global South’ or ‘Global Majority’) ignores its systemic nature and the core
enablers located in the ‘North’: financial centres, secrecy jurisdictions, and corporate structures that
facilitate illicit money flows. Understanding corruption as a relational phenomenon needs a critical

reframing of the global anticorruption landscape (Rodriguez-Olivari, Forthcoming).

Implications of our research extend far beyond Europe. The IMS framework provides a transferable
blueprint for diagnosing and remediating integrity risks in diverse global and organisational contexts.
For international funders and multilateral institutions, these findings underscore that effective
anticorruption aid and governance programs must invest in building organisational capacity, not just
drafting laws in the ‘South’ or the fringes of the EU. Building a genuinely equitable integrity
ecosystem thus requires a fundamental reorientation: effective anticorruption and integrity
packages must mobilise to confront actions such as opaque lobbying or banking secrecy enabled in
the ‘North'.

Ultimately, whether in resource-rich states grappling with state capture or emerging economies
strengthening public services, the principles of balanced systems offer a dynamic logic for building
institutions that are not only compliant but also ethical, transforming from a critical incidence into

the cornerstone of a resilient anticorruption and integrity ecosystem.

The evolving WP4 research agenda on integrity management

Building on the meso-level analysis presented in this report, the subsequent phases of WP4 will
expand the inquiry into integrity management to both macro and micro levels. To contextualise the
organisational IMS, forthcoming research will employ a firm-level survey across 141 countries (World
Bank Enterprise Surveys), testing the ‘grease-the-wheels’ hypothesis to understand how pervasive

administrative burdens create environments where bribery is incentivised.

Further, WP4 research is currently testing the hypothesis that women-led businesses are less likely
to bribe officials to bypass administrative burdens, using the same World Bank dataset. Finally, we
probe whether the EU Whistleblowing Directive has affected the likelihood of whistleblowing,
drawing on Eurobarometer and European Values Surveys. Finally, we turn to one of this report’s (as
well as D9.1's) recommendations: an EU-wide disbarring list for public procurement, and to use World

Bank data to investigate the effectiveness of disbarment in deterring bribery.

At the same time, the individual decision-making processes at the heart of integrity will be put to the

test in a survey experiment using vignettes and conjoint analysis to investigate the behavioural
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drivers of whistleblowing, specifically examining the interaction between an employee’s propensity

to report misconduct and the quality of the organisation’s integrity management package.

Together, these new advances will provide a comprehensive, multi-level understanding of how
industry and country contexts, internal organisational systems, and individual choices shape the
integrity landscape. In doing so, they push forward knowledge on the main integrity risks unravelled
in the case studies analysed in this report, public procurement and whistleblowing, and move from
mapping them out to assessing perceptions and the propensity for compliance and for specific

policy solutions (e.g., public procurement disbarring; whistleblowing directive) to work in practice.
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