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Improving government 
contractors’ compliance with 
ethics rules: Two key measures
 » Gifts offered to government customers, valued over acceptable gift thresholds, subject contractors to severe penalties.

 » Gifts offered to higher-tier government contractors, over the acceptable gift thresholds, subject subcontractors to 
severe penalties.

 » Corporate employees are incentivized to report corruption, because they can share in generous proceeds from fines 
levied against their employer when they initiate corruption charges.

 » Sales employees require extensive training to ensure they do not offer illegal gifts to government agency or higher-tier 
contractor employees.

 » Procurement employees should be encouraged to establish a personal zero tolerance policy against accepting gifts 
from subcontractors.

Government contractors face one set 
of ethical policy decisions when 
dealing with their customers 

and entirely different challenges when 
engaging with members of their supply 
chain. Marketing and Sales can normally 

offer tokens of their appreciation 
to private sector customers with 
minimal restrictions as long as their 
actions do not constitute fraud. 
When dealing with government 
customers, however, strictly enforced 
policies and laws apply. The limit 
on the value of individual gifts that 
federal government employees may 
accept is $20 or less, as long as the 

gift is not cash, and the employee accepts 
no more than $50 in gifts from the same 
source in one calendar year. State and local 
government agencies establish their own 
limits on gratuities, and the monetary limits 

vary greatly between jurisdictions. Corporate 
employees giving gratuities exceeding 
the established thresholds to government 
representatives are equally as guilty as the 
government employees who accept such gifts. 
Certain actions classified as ethical breaches 
are also unlawful. The Federal Bureau of 
Investigation (FBI) normally has jurisdiction 
for procurement fraud cases involving federal, 
state, and local government agencies.

When dealing with members of their 
supply chain, government contractor 

State and local government 
agencies establish their own 
limits on gratuities, and the 

monetary limits vary greatly 
between jurisdictions.

by William Sims Curry, MBA, CPCM, NCMA Fellow

Curry
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employees are in a position similar to 
government employees. Suppliers may 
be tempted to offer extravagant gifts to 
prime contractor management, technical, 
contracting, or purchasing personnel to grow 
their subcontracting business. Corporations 
selling products or services to government 
agencies are responsible for establishing and 
enforcing policies regarding the acceptance 
of gratuities that are consistent with 
their government 
customer’s ethics laws 
and policies.

The consequences 
for failing to conform 
to their government 
customers’ 
restrictions on gift 
giving and receiving 
can be severe. 
Corporations are 
subject to millions 
of dollars in fines 
and risk being 
suspended or debarred from contracting 
with the government for violating gift-
giving rules. Just as with federal employees, 
corporate officials and employees involved 
in illicit gift giving have experienced fines 
and/or imprisonment and have had their 
careers destroyed, had family relationships 
shattered, and a number of individuals 
facing procurement fraud penalties have 
committed suicide.

Training
Government contractors may have rogue 
employees who feel invincible with respect 
to laws and policies regarding the giving or 
taking of gratuities. Intensive ethics training 
and policy enforcement programs are 
recommended to ensure that employees do 
not jeopardize the corporation’s reputation, 
profitability, and market share.

One element of a corporate ethics training 
program that should be included in such 
training programs is detailed information 
on qui tam lawsuits. Stemming ethics 
violations through qui tam training may seem 
counterintuitive, because qui tam lawsuits by 
employees or former employees could result 
in fines levied against the corporation. The 
rationale for providing corporate officials and 
employees with training on qui tam lawsuits 

is that this training 
will likely reduce 
or eliminate the 
incidence of violations 
involving rogue 
employees tempted to 
violate procurement 
corruption laws. 
Once employees 
tempted to violate 
ethics policies learn 
that whistleblowing 
employees or former 
employees can 

share in a significant percentage of the fines 
recovered by the government in procurement 
fraud cases, they realize that co-workers 
or subordinates have a mighty incentive to 
report their illegal activities. Employee and 
former employee shares in fines levied against 
government contractors through qui tam 
lawsuits have amounted to millions of dollars.

Personal ethics standards
Addressing how corporate officials and 
employees deal with conformance to ethical 
behavior policy presents an avenue to 
effective treatment of this topic. In addition to 
addressing the points made above, corporate 
ethics professionals are urged to encourage 
company officials and employees to adopt 
personal ethics standards. The rationale for 
establishing personal standards with respect 
to ethical behavior is that governments 

Government  
contractors may have 

rogue employees who feel 
invincible with respect 

to laws and policies 
regarding the giving or 

taking of gratuities.
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No responsible CEO, 
director, manager, or 

supervisor should relish 
their subordinates’ 

accepting gifts of any 
value from company 

suppliers.

establish monetary limits that employees 
can accept solely because it is impractical 
to enforce zero tolerance gratuities policies. 
Disciplining an employee for accepting low 
value gifts would appear petty. It is necessary, 
therefore, to establish a maximum value for 
acceptable gifts. Corporate training programs, 
however, should stress 
that the government 
establishes monetary 
limits solely due to 
the impracticability 
of disciplining 
officials or employees 
for accepting 
inexpensive favors. 
No responsible CEO, 
director, manager, 
or supervisor 
should relish their 
subordinates’ 
accepting gifts of any value from company 
suppliers. Corporate leadership should also 
discourage the offering of gifts to government 
representatives.

The enormity of procurement fraud 
has such a devastating, all-encompassing 
impact on relations between private sector 
corporations and government that the 
Justice Department established the National 
Procurement Fraud Task Force (NPFTF) to 
address this problem. Membership of the 
NPFTF consists of 58 prosecutorial and 
investigative agencies. Various offices of 
inspectors general (OIGs) comprise 35 of the 
58 member agencies. Although the NPFTF 
effectively deals with procurement fraud 
after crimes have been committed, it is in the 
best interests of both the public and private 
sectors to implement measures that prevent 
ethical lapses and crimes. The devastating 
impact is conferred on government agencies 
and corporations that conduct business with 
government, as well as public and private 

sector officials and employees. As mentioned 
earlier, government contractors have been 
assessed millions of dollars in fines and 
individual officials and employees have been 
fined, imprisoned, had their careers destroyed, 
had family relationships shattered, and a 
number of individuals facing procurement 

fraud penalties have 
committed suicide.

Recommendations
The first of two 
recommendations 
offered here 
to dissuade 
procurement 
corruption is in 
two parts. The first 
part is to establish 
a zero tolerance 
policy toward the 

offering or giving of gratuities to government 
representatives. Receiving the offer of supplier 
gifts is embarrassing to honest government 
employees. This is especially true when they 
determine that the intent of the offer of a 
gratuity is to make the government official 
more amenable to awarding contracts to a 
favored contractor. Companies that implement 
a zero tolerance policy toward giving 
gratuities to government officials should 
describe their policy in their advertising 
literature and in written responses to 
government solicitations.

The second part of this first 
recommendation is to encourage company 
employees to establish a personal zero 
tolerance policy regarding the acceptance of 
gratuities from suppliers. Corporations should 
advise employees that acceptable gift limits 
are in effect merely due to the impracticability 
of enforcing zero tolerance policies and that 
the company discourages acceptance of gifts 
from suppliers regardless of value.
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The second recommendation is 
implementation of a contractor selection 
process that clearly identifies the subcontractor 
offering the best value to the prime contractor. 
Proposals submitted in response to requests 
for proposals (RFPs) released by government 
or prime contractors are oftentimes evaluated 
in a haphazard manner that provides one 
individual with flexibility to award contracts 
to either of two or more competing contractors. 
When the individuals with authority to award 
contracts are corrupt and have flexibility to 
award contracts to either of two or more of 
the competing contractors, they are likely to 
award the contract to a favored contractor in 
return for personal enrichment.

Cryptic proposal evaluation
Flawed contractor or subcontractor selection 
processes, resulting from cryptic results 
emanating from subject matter experts who 
evaluate proposals, expose government 
contractors to fraud. Cryptic proposal 
evaluation results also lead to award of 
contracts to other than the best-qualified 
subcontractors.

The Department of Defense (DOD) 
established a proposal evaluation process that 
prohibits weighting of contractor selection 
criteria (known as “factors” within the 
DOD) numerically and prohibits scoring the 
proposals numerically. These restrictions 
result in weighting factors in relative terms, 
such as indicated in the following extract 
from a GAO decision1 indicating the relative 
importance of evaluation factors in an 
RFP released by the Defense Information 
Systems Agency:

The information assurance factor was to 
be evaluated on a pass/fail basis, and the 
three remaining factors were listed in 
descending order of importance….The non-
price evaluation factors, considered together, 

were considerably more important than price. 
...The technical/management factor consisted 
of three subfactors in decreasing order of 
importance: (1) space segment requirements, 
(2) end-to-end design solution, and (3) 
terrestrial services requirements.

DOD’s supplement to the Federal 
Acquisition Regulations (FAR) also requires 
the scoring of proposals to be assigned 
colors or adjectives during the contractor 
selection process. DOD prohibits the 
numerical scoring of proposals. A review of 
the decision matrices reflecting such color-
coded and adjectival scoring of proposals 
resulted in cryptic contractor selection 
models. Excessive cases of tied scores and 
difficulty in determining if high technical 
ratings are sufficient to justify paying a higher 
price cloud the contractor selection process. 
Despite the vagaries of DOD’s assignment of 
relative factor significance and adjectival or 
colorized proposal scoring, numerous other 
federal government agencies emulate these 
DOD practices.

Leading state and local government 
contracting offices implemented proposal 
evaluation processes clearly superior to DOD, 
because they readily identify the contractors 
that offer the best value proposals. These 
agencies assign numerical weights to describe 
the importance of the proposal evaluation 
criteria and score proposals numerically. 
Scores assigned by the proposal evaluation 
teams are weighed using mathematical 
formulas. The weighed scores are then added, 
and the contractor with the highest total 
score is considered to have submitted the best 
value proposal. This approach is complicated 
by the existence of certain criteria (such as 
price) wherein low values are favorable to the 
contracting activity. This obstacle is overcome 
by using a formula that simultaneously 
weighs the value and converts low numbers 
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to high scores. Implementing this approach 
to identifying the contractor offering the 
best value proposal eliminates the vagaries 
of DOD’s approach to the source selection 
process and, therefore, eliminates one 
pernicious opportunity for procurement fraud.

Conclusion
Government contractors can avoid degradation 
of their company’s reputation, market share, 
and profitability occasioned through unethical 
behavior of rogue employees by establishing 
a comprehensive ethics policy. Such an ethics 
policy is best when it pertains to relationships 
between the corporation and customers as 
well as between the government contractor 
and its suppliers. The simplicity of a policy 
regarding the restraint from offering gratuities 
to customer officials is self-evident. The 
refusal of gifts offered by suppliers, however, 
is not the sole objective of an ethics policy for 
subcontractor relationships. Implementation 

of a proposal evaluation process that precisely 
identifies the best value proposal is needed 
to avoid perverted discretion when selecting 
subcontractors. Effective implementation of 
a corporate ethics policy incorporating these 
features requires comprehensive employee 
training on the perils associated with gift 
giving by company personnel to customer 
representatives, acceptance of supplier gifts 
by company officials, and a discriminating 
process for evaluating subcontractor 
proposals. The benefits of establishing such 
an extensive ethics policy are magnified 
when government contractors communicate 
details of their ethics policy to customers and 
suppliers alike. ✵
 

 
1.  U.S. Government Accountability Office: Bid Protests and 
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William Sims Curry (BCurry@WSC-Consulting.com) is President of WSC 
Consulting in Chico, CA. He authored Government Contracting: Promises 
and Perils, 2nd Edition, Routledge, 2016.

Advertise
  

with us!
Compliance & Ethics Professional ®  is a trusted resource for 
compliance and ethics professionals. Advertise with us and reach 
decision-makers!

For subscription information and advertising rates, contact 
Liz Hergert at +1 952 933 4977 or 888 277 4977 or 
liz.hergert @ corporatecompliance.org.

SCCE’s magazine is published monthly and has a current 
distribution of more than 5,900 readers. Subscribers include 
executives and others responsible for compliance: chief compliance 
officers, risk/ethics officers, corporate CEOs and board members, 
chief financial officers, auditors, controllers, legal executives, 
general counsel, corporate secretaries, government agencies, 
and entrepreneurs in various industries.

Compliance & Ethics
Professional

®

a publication of the society of corporate compliance and ethics www.corporatecompliance.org

December

2016

39
Corporate compliance 
has a long way to go: 
The Wells Fargo tale

Catherine Colyer

35
The  

costly 
white lie

Shawn Washington

27
Working 
on ethical 
behavior
Sarah Perry

31
Building an optimal 

compliance program structure 
for your organization

Timothy Hedley and Ori Ben-Chorin

Meet Raymie Hamann 
and Trina Pollman

Conference Networking Champions

 

 

See page 14

mailto:BCurry@WSC-Consulting.com

