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Abstract: This pa per de velops a formal model of or ganizational ¢ orruption i n
order to e xplore rigorously the d ynamic i mplications of c orporate c ulture. T his
formalism is especially important whenever feedback (i.e. recursive) mechanisms
are at play, since this can induce complex dynamics which are not at first obvious.
We show that the conclusions of even a simple model are not intuitive and are, in
fact, ch aotic. M oreover, co rporate ¢ orruption o ften h as little to d o w ith t he
variables that are under the control of management. Rather, they are determined
endogenously, by a corporate culture that has a life of its own and is sensitive to
the initial c onditions in which the firm finds its elf. M anagers can influence the
dynamics o f ¢ orporate c ulture t hrough va rious methods i ncluding e mployment
pre-screening or promotions policies. However, these methods do not diminish the
chaotic nature o f d ynamics o f co rporate co rruption that ar e b eyond managerial
control.
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INTRODUCTION

The spread of corruption within a corporation is a serious and complex matter.
This paper examines the issue, taking into account two key insights that are, if
the reader will indulge us for a moment, easily conveyed by the following two
brief anecdotes:

Two job applicants walk into the manager’s office. The manager asks the first
guy, “What’s two plus two?”” ““Four,” he answers. “Thank you. Don’t call us,
we’ll call you,” says the manager, who then turns to the second guy and asks,
“What’s two plus two?”” The second guy responds with a smirk, “What do you
want it to be?”
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