ETHICS AND COMPLIANCE SCENARIO 1 - POSSIBLE ANSWERS 
We solicit bids for a business service.  Our current supplier, with whom we are very pleased, understands that we are required to obtain bids from three qualified suppliers.  Our current supplier suggests that he will undercut the lowest bid by 20% if we agree to pay him 5% in cash, so his effective discount is only 15% off the lowest bid.  

Is this in the best economic interests of the company?  

It may mean we are obtaining the service for 15% less than we might otherwise have been charged but it is fraught with other risks.  

Paying the subcontractor 5% back in cash is a kickback.  On a federal government project this activity is illegal.  It is also against public policy as it undercuts fair and open competition.  The other bidders are deprived of the opportunity to compete on a level playing field.  The company could be subjected to fines, criminal sanctions, suspension, debarment and the collateral impacts of a damaged reputation.  

Amounts to bid shopping.  As a company we have to disclose the lowest bid to make the scheme work and in so doing are undercutting fair and open competition between the qualified suppliers.  If we are a federal contractor, our contract may require that we obtain a minimum of three bids for subcontracted work or services.  The bids in this case become artificial.  

A supplier who is assured of getting the work under such a kickback scheme may no longer deliver the best value to the company as they know they will be awarded the work. Such an unscrupulous bidder may be inclined to cut corners on quality or level of service.  

This arrangement is not in the best economic interests of the company.  

Do/not do the deal?  

Do not do the deal.  If the supplier really wants the work they should simply make their pricing competitive.  Offering a fair and reasonable price for the services to be provided.  
Who is involved?  

The company as buyer.

The supplier.

The other firms competing for the work.  

Ethically, the conduct would be unfair.  If the arrangement is known to only two parties out of the total 4 or more, it by definition creates an unfair and unlevel playing field.  The integrity of the procurement process is undermined.  

Values at stake?  

Honesty

Fair Dealing

Integrity

Trust

Others?

Ethical Dilemma
Apart from legal considerations, the ethical dilemma is whether the company can engage in this practice and still be considered to be doing the right thing, acting with integrity and fairness.  There is a short term economic advantage to be derived from the discount but the ethical stakes are high.  One option would be consider whether the company would be comfortable having the arrangement published in a newspaper article.  If the answer is no, ethical decision making should drive the conclusion that it would be better to refrain from such a deal.  
