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Issues in banknote procurement

v The global nature of the industry

v" Industry structure: relatively high level of concentration;
companies competing for public contracts; central banks
iInvolved on both demand and supply side

v High fixed costs imply scale economies (competitive
pressures on supply side); adding to standard risk of
bribery/corruption in public procurement (demand side)

v' Significant use of intermediaries
v Industry scandals (corruption cases)



Introduction to the Banknote Ethics Initiative (BnEl)

v Reputational risks underline the importance of ethical business practices

v Anumber of industry members came together in 2012 to address these issues
through Collective Action, and agreed on implementation of mutually set audited
standards to protect companies and to create a ‘level playing field’

v" The Banknote Ethics Initiative (BnEl) and its Governance structure was
established in 2013: BnEI AISBL (not-for-profit association under Belgian law)

v' BnEl provides code of ethical business practices to the banknote industry:
Focus is on preventing corruption and compliance with antitrust law

v' Eligible companies are banknote manufacturers and suppliers of components,
equipment or services for use in the production of banknotes issued by central
banks

v" Recently, BnEl has teamed up with the Basel Institute on Governance to
develop new preventive approaches to safeguard banknote procurement e.g via
so-called integrity pacts



Code of Ethical Business Practice

Code of Ethical Business Practice
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The first step to become a BnElI member is to
sign the Code of Ethical Business Practice

covering

v' Compliance with the law
v" Prevention of corruption
v' Gifts and hospitality

v' Anti-trust;

and demonstrate commitment to and be
assessed against eight Principles of Ethical
Business Practice:
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Leadership
Responsibility

Policies and procedures
Due diligence

Training

Compliance declaration
Internal monitoring
External assessment



BnEIl Audit Framework

B E| v" BnEl audit tests the compliance with
The BnEl Audit Framework m.w.[l.z.a-.m the Audit Framework i.e. that
P e > relevant policies exist;

» systems are in place to
implement the policies;

» records show that the system
works in practice; and

» stakeholders agree that the
system works in practice

v" Audit framework is highly
prescriptive in the detailed tests
which are needed

v Audits are carried out by an
independent third party assessor,
either GoodCorporation or KPMG
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BnEIl Accreditation

v Audit reports are evaluated and successful candidates are
accredited by an independent Accreditation Council (AC)

v" AC consists of Philippa Foster Back CBE (Chair of the AC),
Director of the Institute of Business Ethics; Lorna Thomas,
Formerly Deputy Chief of Currency for the Bank of Canada,;
and Josef Wieland, Director of Leadership Excellence at
Zeppelin University



BnEIl Accredited Member Companies

Canadian Bank Note Company
CCL Secure

Crane Currency

De La Rue

G+D Currency Technology
KBA-NotaSys SA

Note Printing Australia

Orell Fussli Security Printing
Portals Paper

SICPA SA Security Inks & Solutions Division
South African Bank Note Company
SURYS

Companies in process: Fabrica Nacional de Moneda y
Timbre — Real Casa de la Moneda and Gleitsmann Security
Inks have signed the Code
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Central bank support for the BnEl

v Central banks can indicate their support on the BnEl website:
v" 38 central banks so far; http://www.bnei.com/industry-support/
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Central bank support for the BnEl

v' Central banks can indicate their support on the BnEl website:

v' 38 central banks so far; http://www.bnei.com/industry-
support/

v EnEI Audit Guid%n%e Manual ]'Ls available to_central banks to
etter understand the rigour of BnEIl accreditation

v Central banks can apply ethical criteria in their tendering:

v For.e>ﬁamtple, require that bidders are BnEl accredited or
equivalen

v' Central banks and public printing works can adopt integrity
nI sp rel tgd Pn

acts_covering all actiyitie to the procurement (pre-
gelectlon ofrblgders, gl(YoHng and contracting (
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Integrity Pacts to safeguard the procurement of banknotes

BnEl

An Integrity Pact (IP) is an agreement between bidders to
abstain from bribery'in a specific tender process - such as
banknote procurement

Effective IPs call upon an external monitor to oversee the tender
to increase transPar_ency, level the playing field, and ensure a
fair process for all bidders

Terms usually include: Methods to raise issues; disclose
specified information; disclose and address potential conflicts of
Interest; sanctions to be agreed

Tailoring to the specific tender is essential, the monitor needs to
be empowered and plays a crucial role

The Integrity Pact can be developed together with the central
bank/public’printing works interested in safeguarding the
process

Basel Institute on Governance is supporting BnEl in pursuing the
use of IPs

BASEL INSTITUTE ON

GOVERNANCE



Conclusions

v

v

v

Customers and suppliers working together can be a
powerful tool in advancing ethical business practices

BnEl provides a forum to develop the best practice in line
with the new requirements from the society

Central banks should consider, that tenderers should be
BnEl accredited or equivalent

BnEl has developed an integrity pact template for banknote
tenders (an agreement between the central bank and the
companies bidding) to safeguard the procurement

Banknote community could provide a positive message: an
Industry-wide code of ethical conduct
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