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Civil Society vs. Corruption: What Recent American Experience Can Teach Transition Countries 

In my research I focused on three issues that recently have become very important in the anti-corruption activities in the U.S.: 1) campaign finance, 2) accountability of private and public enterprises, and 3) ethical behavior of officials in the public and private sectors.

Corruption makes it impossible for millions of people, especially in countries in transition, to earn an honest living. Moreover, corruption is nourishing poverty and terrorism. In general, corruption represents a direct attack on democratic institutions and affects human rights
.

To proceed further, we must clearly define both corruption and civil society. Corruption can be defined as abuse of public power for private gain
. There are many definitions of civil society. But it's commonly agreed that the concept of a civil society usually involves the following fundamental principles: 1) respect and protection of individual rights and freedoms, 2) adherence to democratic values and practices, 3) respect for diversity and pluralism, 4) opportunities for social, economic and political empowerment, and 5) social responsibility and participation in civic affairs
. 

Unfortunately, many democratic institutions in transition countries are still only ideas captured on paper and are not a reality. To some extent, Russia, as Alexander II observed more that a century ago, is still a society ruled by men not laws that is a breeding ground for corruption. But there are increasing efforts to strengthen civil society through the creation of NGOs in transition countries. 

What does the American experience mean for us? Although there is no anti-corruption cookbook
, there are certain recipes that countries in transition can add to their anti-corruption cuisine. 

CAMPAIGN FINANCE. In post-communist countries where public opinion polls show much less enthusiasm for democracy, corruption can have an erosive effect on popular support for the political system. Recent scandals involving political groups in Europe and the USA illustrate that issues involving party financing and corruption are not limited to post-communist countries only 
. 
On March 27, 2002 President Bush somewhat reluctantly signed a ban on unlimited donations to national political parties. That measure gained momentum on Capitol Hill following the collapse of Enron Corporation, which had been among the biggest political donors in America. The legislation itself is not, as many experts and journalists call it, a “sweeping overhaul” of the system by which campaigns are financed. It will, however close one major loophole through which corporate and labor union money, in unlimited amounts, can directly influence the outcomes of federal elections. Million-dollar corporate contributions - or what some critics call indirect bribery - will now have some distance from campaigns and elected officials. Only individuals may contribute to candidates and parties. Further, independent committees will not be allowed to run ads within 60 days before a general election or 30 days before a primary, unless they follow all the rules on disclosure that apply to other independent expenditures. Finally, certain changes are intended to increase the supply of hard money – that is, limited money from individuals. The limit on single contribution to a federal candidate is doubled to $2,000
. 

US political experience offers a few other recipes to curb corruption in politics, such as the introduction of public financing (Clean Money program in Maine and Arizona). In 38 out of 50 US states all information on campaign finance is available to the public on the Internet, while in Russia and other Eastern European countries only tentative steps in this direction have been taken. USAID has supported attempts to fight corruption in campaign finance worldwide (Public Monitoring of Electoral Campaign Financing project that was successfully implemented in Argentina in the 90s and right now is in progress in Kenya and Ukraine).  What can NGOs do? Civil society should use incoming assets disclosure as a damage control instrument, promote and use the Internet as a tool to leverage transparency in politics and monitor elections. 

ETHICS/CODES OF CONDUCT. The struggle to attract FDI and global business is increasing the pressure on Russian companies and the Government to be honest and accountable. One of the most well known and seemingly easy ways to be recognized as an honest counterpart is to adopt a code of conduct.  But there is a certain misunderstanding on the part of both Russian entrepreneurs and Western experts involved in the code-developing process.  

Codes of conduct must be self-imposed, not enforced from above. The latter approach is the reason why the business community in Russia is concerned that the much-promoted Corporate Governance Code compiled by Russian Federal Securities Commission earlier this year will be used as an additional tax imposed on businesses by the government rather than as a sincere attempt to introduce ideas of accountability, integrity and transparency.  The correct approach is based on the idea that a company itself has to articulate at least a few basic rules - and then vigorously enforce them. Code of conduct is about the process, not the result. Enron had an excellent code but it was used as in the Print, Post and Pray formula. It didn't become a set of internal values, accepted and applied on a daily basis by all Enron employees. This collision between existing code of conduct and the daily practices that belied it, has not become a learned lesson yet. So far most companies in Russia that have a code of conduct use it for PR  more than as an integral part of their corporate culture. One case of how a code of conduct became a corporate culture-changing tool is that of Lockheed Martin which a few decades ago prompted the US defense contractors to became the first to write and integrate new ethical rules, which have been followed ever since. 

Countries in transition are trying to catch up. The US Department of Commerce was instrumental in bringing Basic Guidelines for Codes of Business Conduct to Russia a few years ago. Russian Guild of Investment and Finance Analysts is working together with the International Council of Investment Associations on a code of conduct for Russian analysts. Russian Lower House of Parliament overwhelmingly approved a Code of Conduct for Civil Servants at its 1st hearing in May as a legal framework for stamping out corruption.

ENRON CASE. The collapse of Enron Corp., formerly the 7th largest corporation in the U.S., is an exceptional and educational case in many ways. Shareholders, employees, retirees, and others lost more that $60 billion. The unethical conduct of many executives, members of the Board of Directors, outside accountants and financial analysts led to an astonishing drop in Enron stock - from $80 at the beginning of 2001 to under $1 later that year.  If the necessary regulations and safeguards had been in place, this could be prevented. In some way, it teaches us all a lesson - nobody is perfect and if somebody has answers, nobody has the answer.

How did it all happen? There are a few explanations. First, Enron is a very good example of corporate lobby in action - it contributed almost $12 million to federal candidates and parties in 1989-2001; Andersen's contributions matched Enron's
. 

What might transition economies learn from this case? First of all, cooked books, false numbers, and lack of disclosure mar corporations from energy to media. Global Crossing, Arthur Andersen, and even American Red Cross came under similar private and public scrutiny. Transparency is a major antidote in protecting shareholders who, as the Enron scandal demonstrated, are largely common people. Government oversight of both the accounting profession self-regulation (via codes of conduct) and the rules for corporate disclosure will be greatly strengthened. Accounting and auditing standards will be reviewed. Sources of conflict of interest between a company and its accounting firm should be eliminated (as it was done already by SEC that introduced new rules on analysts).  In Russia a good trend was set a few years ago when a local NGO started to rate major Russian companies according to transparency and disclosure of information they provide to general public
. 

Anti-corruption is too important to be left solely to governments. Civil society doesn't have to wait for a government decree to outlaw the problem - it has to fight corruption itself. We can and must require all public actors to be transparent, accountable, and ethical to prevent corruption within.
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