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Sham deals, Bribes, Scandals,…
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Wiener Zeitung:
Gegengeschäfte stecken im Eurofighter-Sumpf. Was steckt hinter solchen Deals?

Wort des Jahres: «Gegengeschäft»
Ist es erlaubt? Warum «riecht» es? Liefern sie wie geschmiert?

Format:

Eurofighter‐
Gegengeschäfte:	Der	
Totalabsturz
Die Gegengeschäfte könnten den Eurofighter knapp ein 
Jahrzehnt nach der Anschaffung endgültig zum Absturz bringen. 
Denn dabei wurde getarnt, getrickst und gemogelt, was das 
Zeug hält.

The Boston Globe:
Critics call it what it is: bribes and corruption

GSoA Zeitung:
«Zusammenfassend lässt sich sagen, dass 
Gegengeschäfte und Korruption häufig 
Hand in Hand gehen. Erstere dienen als 
Deckmantel zur Verschleierung der 
«Provisionszahlungen»»

US Congressional Testimony: 
«Offsets are nothing more than economic
bribe»



Definition of Corruption

Corruption is «the abuse of power for private gain»

Transparency International

Note that this is not a legal definition and also includes
unconventional corruption (in contrast to conventional

corruption where illegality is a necessary condition)
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Corruption within the offset process

Tender
Offset 

agreement

Direct o

Indirect offsets

Competitors
Third-Party Entities

Supplier

Government Beneficiaries

Most cases of corruption happened during the tender phase but in every phase of the
offset process corruption could be found and all main stakeholders were somehow
involved.
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Overview of cases of corruption
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Overview of cases of corruption

Government bribed
(tender)
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Overview of cases of corruption

Government bribed
(tender)

Politicians bribed
(tender)
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Overview of cases of corruption
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Overview of cases of corruption

Government bribed
(tender)

Politicians bribed
(tender)

Benefits overassessed
(tender)

Incorrect claims (too
large offset claims)

Bribe claimed as
offsets

PPL 11/27 Corruption in Offsets



Overview of cases of corruption
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Comparison to TI’s Corruption Perception Index

Possibility of corruption is higher in countries with a low CPI but there are too many
outliers to discuss it as a purely systemic problem! 
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Roundup: Cases of Corruption in Offsets

• The number of correct allegations is relatively low regarding the high amount of
discussions on corruption in offsets but there is a high possibility of unknown
cases

• -> We don’t know how corrupt offsets are

• The possibility for corruption will increase the more offsets are used by countries 
with a low CPI and the higher the overall volumes becomes

• There is a high number of questionable corruption allegations because of the
small public knowledge about offsets, due to its lack of transparency and political
opponents

• Even though offsets may often be far less corrupt than implied they could often
be considered as unconvential corruption, especially when the focus of offsets is
not specifically on security interests
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The Usage of Anti-Corruption Tools

Corruption = Economic Rent + Discretionary Power - Accountability

Systemic problem:
- large volumes
- low wages

Decrease DP with
increased transparency
and due dilligence

Increase A with
better performance
management and
higher transparency

Anti-corruption tools should focus on the decrease of discretionary power and the
increase of accountability

PPL 17/27 Corruption in Offsets



Networks & Due Dilligence

Due dilligence is probably the area where a coordinated effort of companies would be
most successful. Here, also international organizations should play a stronger role.

• One of the main problems occur
when a company personaly
associated with public officials is a 
beneficiary of offsets

• This problem of due dilligence has
also been discussed in a recent
report of T-I

• Linkages of public officials to
defence dompanies may be widely
known within the government but 
are often not proactively examined

• Companies are not rewarded for
their anti-corruption efforts – so 
far it’s an additional investment
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Absence of Accountability & Performance Management

So far, most performance measurement
systems of offset agencies do not allow
a proper control of strategic goal

achievements or additional 
aspects such as the
prevention of corruption
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Absence of Accountability & Performance Management

This is particularly bad regarding
the fact that most allegations / 
incorrect claims/ promises could be
Identified / controlled for with basic
performance management tools. 
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Absence of Accountability & Performance Management

The usage of inadequate performance measurement & manageement tools by
governmental agencies is one of the main drivers for discussions & allegations of
corruption
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Transparency & Media

The biggest problem with offsets seems to be
the fact that they lack transparency & increase
the level of complexity. Offsets may be a 

marketing tool for a company
but that should not mean that the
marketing department is
responsible for providing the
information
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Transparency & Media

With little information on offsets the lack 
of knowledge will lead to false allegations, 
confusions, etc. Between 1980 and 2012 
about 1/3 of all allegations in the
media did not even concern
offsets at all.
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Transparency & Media

Companies and governments need to increase the level of public information on 
offsets. This is especially important for highly discussed procurements!
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Conclusion

• Offsets have a far worse reputation regarding corruption than the number of
correct allegations would imply

• but, «better than bad» is not a helpful phrase for political or public
discussions

• and it still implies that corruption is happening

• Companies should focus on transparency and due dilligence. At least for Europe, 
the EDA could – for once – be a potential partner.

• Governmental agencies should increase their transparency, due dilligence and
especially their performance management. Even with relatively basic instruments
most corrupt practices could be stopped. 
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