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September 2011

N E W S L E T T E R

National Minimum Wage

Rates will increase on 1 October:


Age
  Old
     New



£
£


21 or over
5.93
6.08


18 – 20
4.92
4.98

16 – 17
3.64
3.68


Apprentice under 19 or in first year
2.50
2.60

Bribery Act 2010


This Act came into force on 1 July 2011.  Obviously, bribery has long been illegal, but this Act consolidates and extends previous legislation to create four types of offence:

1. Promising, offering or giving bribes, whether directly or indirectly.

2. Requesting, receiving or agreeing to a bribe.
3. Bribing a foreign public official, including people working for international organisations.
4. A new corporate offence of failing to prevent bribery, which means that a business could be prosecuted if any of its employees commits an offence.


Businesses which undertake a lot of hospitality and entertaining need to ensure that it is reasonable, as lavish expenditure could be construed as bribery.  For instance, taking clients to an international rugby match at Twickenham would be reasonable, but flying them to New Zealand for the World Cup would be excessive.


There are occasions, inevitably, where someone abroad on business may be physically threatened and forced to hand over money to police or other officials.  In such cases, the common law defence of duress should be available against any charge of bribery.  Where, however, foreign officials demand a “facilitation” payment to do more quickly what is part of their normal job, that is a bribe within the meaning of the Act.

The Eurozone Crisis


There has been much in the news recently about the problems in the countries using the euro, but many people may not fully understand what is happening.  Here I shall try to give a fairly simple explanation.


Imagine that your household expenditure for this year is more than your income and you make up the difference by borrowing from your neighbours.  In subsequent years, rather than trying to earn more or spend less, you carry on in the same way and your neighbours, who were expecting previous loans to be repaid, find themselves lending more to you.  Eventually, your neighbours will stop lending money to you and you will not be able to borrow elsewhere because you have gained a reputation as a bad credit risk.  If you still refuse to change your ways, then the inevitable result is bankruptcy.  Your neighbours will not receive any of their money back and will stop talking to you.


That is, essentially, what Greece has been doing on a national scale with its government’s finances.  Tax revenues are not enough to cover public expenditure and the shortfall has been made up by borrowing, first from banks then, when they lost patience, from wealthier eurozone neighbours such as France and Germany.  Now those friends are losing patience and, unless Greece takes drastic action, they will stop lending and the country will be bankrupt, unable to pay its debts.  That would cause a crisis of confidence in the markets, who would charge more to lend to other fragile economies (or stop lending to them) possibly pushing other countries into bankruptcy.


The introduction of the euro has made this scenario possible, because individual countries no longer have control over their currency, forcing them to behave responsibly or face the consequences.  In the old days of the drachma, Greece would simply have printed more money to cover the budget deficit.  That would have caused inflation and short-term pain for ordinary people, but the consequent fall in the value of the drachma would have helped economic recovery by making exports more competitive.  Germany is still scarred by the inflation it suffered in the 1920s (when it cost millions of marks to post a letter) so would never allow that to happen with the euro.


With hindsight, it seems to have been a mistake to allow countries like Greece to join the euro before they were ready.
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