
Crimes against commerce 

Organised crime against businesses is becoming more prevalent in the MENA region and 

companies should invest more time and money into preventive measures 

 
In the Gulf States, THERE IS A discrepancy between what governments and some official outside agencies 
are saying about fraud and corruption and what is actually happening.  
 
As the latest fraud report from risk consultant Kroll notes, the Gulf has the unhappy record in the 
MENA region as a source of many kinds of crimes against business in a disappointing turnaround 
from previous trends. It notes that 35% of respondents reported incidents of information theft; 30% 
fraud by vendors or procurers along the supply chain; 28% market collusion; and 24% conflict of 
interest among management. One of the few types of fraud to which companies feel they are not 
exposed is money laundering. 
 
To take only the frequency of conflict of interest, it means that managers in no less than one quarter of 
respondent companies were actually working against the interests of their employers. Faced with such 
a multitude of threats, it is unsurprising that more and more Gulf-based companies are investing in 
information security and financial controls.  
 
However, according to Kroll, this may not be sufficient. The company suggests multinationals should 
be investing more time and money into staff training and – normally an effective preventive 
measure – whistleblower hotlines.  

 
Cost of fraud 
In the meantime, the average cost of fraud in the Gulf, measured in financial terms alone, is said to 
be running at 1.6% of corporate revenues.  
 
Although not confined to the MENA region, organised crime against business is becoming more 
sophisticated and threatening. For instance, trade financing is usually an attractive method of funding 
because it is short term, self-liquidating and spread over several parties. However, as Neil Ross, AIG’s 
regional manager EMEA trade credit, warns: “We’ve seen techniques that are used to set up 
companies that pass normal credit-vetting procedures, only to disappear in the future and leave no 
trace of the goods supplied on credit terms.” One such fraud to watch for is ‘fresh-air invoicing’ by the 
client, which is often difficult to track because of the high volume of transactions being financed.  
 
The lesson, Ross says, is to use extra checks rather than relying solely on publicly available 
information. Working closely with funders and clients, AIG has developed a technology that provides 
full visibility and tracking of the receivable assets on their sometimes perilous journey.  
 
 
Model Morocco 
Every year, Morocco improves its business climate. Last year, for instance, it eliminated the minimum 
capital requirement for limited liability companies, and already this year, it has reduced company 
registration fees. The kingdom has thus become something of a haven for multinationals. Those that 
have recently selected Morocco as their foothold in the region include Renault, which opened a plant 
in Tangier in 2012, Bombardier, which will invest $200m in the next eight years, and French 
aeronautical group Ratier-Figeac. In April, French pharmaceutical firm Sanofi announced a €20m 
($27.3m) logistics hub in Casablanca.  
 
Foreign control does not seem to be a problem either. Late last year, US Kraft Foods took full control 



of Bimo, the kingdom’s biggest biscuit manufacturer in a $151m transaction.  
 
As the commercial environment grows more attractive, Morocco has become a honey pot for foreign 
direct investment (FDI). In 2012, the latest available figures, FDI flows totalled $2.84bn. According to 
the UN’s world investment report, Morocco is the region’s top recipient of foreign direct investment 
FDI. Worldwide, it ranks 39th out of 189 countries in ease of doing business, only two places behind 
the region’s pace-setting United Arab Emirates. 
 
Multinationals, especially those from France, are having a beneficial influence in workplace practices. 
At the behest of Jean-Marc Berlioz, responsible for compliance with group-wide laws, regulations and 
ethical principles at Renault, France’s biggest automobile manufacturer is one of several French 
multinationals leading an overdue campaign to reduce accidents. More than half of Moroccan 
companies fail to meet official safety standards. But now, working with the National Institute for 
Working Conditions, risk managers are under pressure to hire full-time doctors among other measures. 
(In France, chief executives bear a legal liability for the death or injury of employees.) 
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