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A western businessman in Moscow was complaining about the risks of doing business in Russia.

"I reckon there is a 30% chance that I will be cheated in any deal." Shocked, I asked what was the chance of being cheated by a British firm.

"Even chances" was the reply.

Now I ask all international business people I meet.  The consensus is that there is a 70% chance of being cheated by an Italian firm, 50%-60% by a British firm and 30% by a Russian or American. 

Worse, it is seen to be more costly to be cheated by a British firm. The costs and delays of our legal system makes it impossible to sue, while in France, say, instant action can be obtained cheaply.

It does not matter whether these beliefs are right, only that they exist.  Some international businessmen buy somewhere safer; others build in a risk margin when they buy from Britain.

The effect is an unfavorable exchange rate for the nation as a whole, with crooks benefiting at the expense of honest businesses.

Clearly, honest businesses would do better if they could convince foreigners that they were honest.  An effective "honesty rating" would push up the price for any transaction.  It would also help drive out the crooks.
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[Dr Bowbrick is a consultant in the economics of markets and the economics of quality]
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