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1 Description 
1.1 Workshop Aims 
This was the first of two workshops that aimed to present the techniques – legal and illegal – used by Multinational Companies (MNCs) to buy political influence and capture state institutions. This workshop focused on the operations of MNCs at home, whereas the second, Workshop 6.6, focused on activities abroad.  Both workshops were organised around case study presentations. 

1.2 Workshop Panelists and Format  

The three panellists were drawn from academia and the non-governmental sector. Each gave a 20 minute presentation, which was followed by a question and answer session. The workshop concluded with a 10 minute discussion on recommendations to be put forward to the Global Forum III, Fighting Corruption and Safeguarding Integrity, an intergovernmental meeting of government ministers and public officials. 
	Order 
	Name 
	Title 

	1
	Dr Justin O'Brien Queen's University Belfast, Northern Ireland 
	The Spiderless Web: The Global Implications of the Corporate Corruption Scandals in the United States

	Question and Answer Session

	2
	Mr Jim Vallette, SEEN, USA 

	The Business of War 

	Question and Answer Session 

	3 
	Professor Douglas Yates
American University of Paris, France  
	The French Connection: Elf

	Question and Answer Session

	General discussion on recommendations 


2 Workshop Discussion  
2.1 Key Findings 

· Multinational companies use a range of techniques – many legal – to weaken regulation and influence decision-making such that policy is shaped to reflect private rather than public interests. Examples presented included: the development of sophisticated software to calculate regulatory risk, such as the Matrix used by Enron; ‘hiring’ current and former politicians; and making payments to election campaigns and political parties. 
· The post-Enron investigations reveal that far from being deceived by Enron, financial institutions and auditors colluded in a common pursuit of aggressive accounting techniques and practice of new financial theory.    

· The on-going Elf trials in France illustrate the importance of a strong, independent judiciary in bringing prosecutions against illegal corporate practices.
· Despite 8 years of investigations into Elf in France, the bringing to justice of individuals is unlikely to have an impact on, what appear to be, institutionalised corrupt business practices. 

2.2 Key Challenges Identified  

· The alignment of the interests of governments with those of their corporations. 
· Current deficits in transparency and accountability of decision-making. 

· The ‘triumph of ignorance’ such that the availability of information fails to activate public pressure to act. 
· The bias and ‘dumbing down’ of the media - particularly in the USA. 
2.3  Recommendations 

2.3.1 Recommendations Regarding the Corporate Scandals in the USA 

· De-politicise the judicial and regulatory systems, so that they can function independently.   
· Introduce effective sanctions and create credible enforcement mechanisms. 
· Take steps to expose the weakness of the new financial theory and reform the American financial system on the basis of long term thinking. 
· Expand the scope of the USA’s conflict of interest laws. Currently Dick Cheney legally receives an annual income from Halliburton. 
· Extend the length of the decontamination period between leaving public office and taking up a position in a related private sector field to at least five years - and possibly longer for those involved in making strategic policy decisions. 
· Increase the resources and the pressure to enforce the Foreign Corrupt Practices Act – the USA’s national anti-bribery legislation that criminalises the act of bribing a foreign public official.
· Harness the media to meet the goals of the anti-corruption community and counter the dumbing down effects. 
2.3.2 General Recommendations 
· Protect whistle-blowers from retaliation and provide witness protection. 
· Create and monitor an international and public register stating business interests of public officials. 
· Introduce ethics training into elite business schools.  

2.4 Presentation and Discussion Summary  

2.4.1 Dr Justin O’Brien: The Spiderless Web: The Global Implications of the Corporate Corruption Scandals in the United States
Justin O’Brien provided an analysis of the systemic roots of the corporate corruption scandals in the USA, using Enron as a case study. The systemic failings in the American business, economic and political model raise fundamental concerns that are relevant globally. 
Enron’s ascent, and subsequent fall, is a consequence of a lack of regulatory oversight and the complicity of Wall Street’s financial institutions. 
Whilst the business scandals owe their emergence to problems within the sector, the conditions that allowed them to flourish can be traced directly to the weakness of either government or wider society to curtail the operation of the capital markets. Key factors were the the dependence of politicians on corporate donations to finance ever more costly election campaigns, the effective lobbying of Congress to change or weaken the regulatory framework in which corporations operate and the ideological retreat from government intervention. 
Remedial action must be focused on the roots rather than the symptoms of these corruption scandals. Recommendations include: de-politicising the judicial and regulatory systems; introducing effective sanctions and creating credible enforcement mechanisms; and abandoning the new financial theory that states that the value of a corporation depends on market willingness to pay rather than its net assets. 
2.4.2 Questions and Answers/Discussion  

In the following discussion, Justin O’Brien described Enron’s use of a computer programme, the Matrix, which was key to Enron’s lobbying successes. The Matrix was used to calculate regulatory risk – the potential cost to Enron of any proposed change in Federal regulation. Justin O’Brien did not know of any formal evaluation of this software, although Enron’s success in influencing and shaping decision-making is testimony to its success.  The regulators were faced with complex financial instruments and were reluctant to “go after” the corporation.  

2.4.3 Jim Vallette: The Business of War 
Jim Vallette described three major corporations, Bechtel, Enron and Halliburton, whose chief executives operate through the revolving doors of government and business, shaping policy in the name of energy security and private gain. 

Bechtel, Enron and Halliburton have leveraged relationships with the highest levels of Washington into extraordinary efforts by the government to force other countries to open their economies and natural resources. The kinds of leverage range from hard diplomacy to economic threats to the deployment of US military forces. Recent events in Iraq provide the boldest expression of the corporate takeover of US foreign policy. The US government has made it a top priority to secure, globally, the free and diverse flow of oil. This fossil fuel agenda rose to the top of national security concerns in the 1970s, when the OPEC oil embargo generated the first great energy crisis in the US. Successive presidents – Nixon, Ford, Carter, Regan, Bush the first, Clinton, and now, the Bush/Cheney regime – have equated so-called “energy security” with national security.  
The increasing presence of US warships and troops in the Persian Gulf has been cloaked in various dogmas over the years – first, to counter Soviet moves on the region, and now, to counter terrorism. The bottom line is a much cruder vision – that is, securing oil for Western consumption.  

Only when Enron’s scandals began to affect Americans did U.S. government officials and institutions hold the corporation at arm’s length. And only when Enron’s executives revealed their greed on home turf did it become the biggest corporate scandal in recent US history.

Recommendations for action include changing the conflict of interest laws in the USA from 1 year to 3 to 5 years, introducing stronger oversight and enforcement of recusal rules, as well as much broader and extensive conflict-of-interest laws and enforcing the Foreign Corrupt Practices Act (FCPA). 

2.4.4 Questions and Answers/Discussion  

A workshop participant asked what the media response had been to SEEN’s report, which exposed these issues. 
Jim Vallette replied that the New York Times had run the story twice, but that interest in the story was short-lived. 
This prompted a discussion on the constraints on, and dumbing down of, the media in the USA. Fox is a case in point. Justin O’Brien pointed to the “triumph of ignorance” –  even where information is provided, nobody is paying attention and very little is being done. 

2.4.5 Professor Douglas Yates: The French Connection – Elf 
Douglas Yates gave a presentation on the Elf scandal in France, highlighting that the eight-year legal investigation of politico-economic corruption has resulted in the end of France’s premiere state oil enterprise and the conviction of several major directors, but has failed to change fundamentally the questionable practices in the international petroleum business. 
The Elf scandals in France are a case study in the importance of an independent judiciary for the prosecution of illegal corporate practices. Elf was at one point the most powerful state corporate group in France with a special role to play in the French sphere of influence in the Gulf of Guinea and in the illegal financing of political parties throughout the spectrum – in France and further afield. The investigation of retro-commissions (illegal transfer of funds from legal commissions on oil contracts to secret bank accounts destined for the political class) exposed practices which are permanent features of the international oil business. However it has not eliminated them. The inability of the judicial process to punish those leaders still in power and the framing of the scandal in terms of the presidency of Loik Le Floch-Prigent (1989 – 1993) has limited the impact of sanctions on current and future oil company activity. Furthermore the elimination of Elf from the name of TotalFinaElf will erase all memory of the scandal in the minds of the newspaper reading public, bringing to an end what has been a decade of sensational revelations.    

Douglas Yates underlined the importance of an independent judiciary. He also pointed to the need to protect whistle-blowers from retaliation and provides witness protection, so as to move charges from primary criminalisation (rumour) to secondary criminalisation (judicial fact). In the case of the Elf trials, key witnesses have been unwilling to identify current influential politicians by name because of the inability of the judicial system to provide them with adequate security. 

2.4.6 Questions and Answers/Discussion 
The discussion focused on the actions to be taken by civil society and the media to share information and expose corruption. 
One participant pointed to the importance of having access to information laws so as to enable civil society to ‘reclaim’ decision-making. 
Justin O’Brien repeated an earlier point that the heart of the problem does not lie in the lack of information but rather with the credibility of the enforcement mechanisms.  In the USA, the role of, and resources available to, the Securities Exchange Council (SEC) should be enhanced and the judicial system protected from the demands of political pressures so that they can “go after companies”. 
Hans Engelbert of the international trade union federation Public Services International (PSI), pointed out that too much faith has been placed in corporate self-regulation. More needs to be done to protect whistleblowers and to put in place mechanisms for debarring corrupt companies from public procurement. He underlined the need for better organised and more effective public pressure. 
Jorge Cortés from a Bolivian NGO, CEADES, underlined the contributory role of the International Financial Institutions (IFIs) and the need for them to take action and impose sanctions on corrupt MNCs. 

Another participant raised the issue of holding the World Bank to account. Civil society has an important role to play in pressurising its governments to make the World Bank and other international organisations more accountable. 
Corene Crossin, of Global Witness, stated the need for there to be an international public register that records the conflicts of interest of public officials. 

Another participant put forward the view that transparency does not bring accountability. 

2.4.7 Conclusions 

The workshop concluded with the Chair asking each of the panelists to synthesise the discussion in the form of concrete recommendations (see above). 
2.5 Workshop Highlights  

Coordinators: 


Phillip Van Niekerk, International Consortium of Investigative Journalists (ICIJ), USA


David Hall, Public Services International Research Unit (PSIRU), UK 


Chair: 


Kirstine Drew, Public Services International Research Unit (PSIRU, UNICORN) 


Rapporteur: 


Kirstine Drew, Public Services International Research Unit (PSIRU, UNICORN)  


Panelists (Name, institution, title)


Dr Justin O’Brien: Queen's University Belfast, Northern Ireland  


Mr Jim Vallette: Sustainable Energy and Economy Network (SEEN), USA 


Professor Douglas Yates: American University of Paris, France 





“Enron is a symptom of the corrupting tendencies endemic in the business and political model not the cause.”  (Justin O’Brien, Queens University Belfast) 





“In come cases, the financial institutions were aware that Enron was using questionable accounting. Some financial institutions not only knew, they actively aided Enron in return for fees and favourable consideration in other business dealings.” (Justin O’Brien, Queens University Belfast)  





“Anybody who was anybody was on Enron’s pay roll.” (Justin O’Brien, Queens University Belfast) 





“Corrupted enterprises, like fish, rot at the head.” (Robert Bryce, Pipe Dreams, Greed, Ego, Jealousy and the Death of Enron (New York, 2002) p. 12. quoted by Justin O’Brien, Queens University Belfast)





“Over twenty public institutions representing the U.S. government, multilateral development banks and other national governments helped leverage Enron’s global reach by approving over $7 billion in public financing.” (Jim Vallette, SEEN) 





“What we see in Iraq today is the boldest expression of the corporate take-over of US foreign policy” (Jim Vallette, SEEN) 





“The big oil companies hired Dick Cheney in 1996, not because he was an astute businessman, but because he was an extremely well-connected politician.” (Jim Vallette)  





“We need full-blown congressional investigations into the relationships of the administration to their corporate friends“ (Jim Vallette, SEEN ) 





“We need to retake our government from corporate control” (Jim Vallette, SEEN)  





“The state will always find ways of protecting its sphere of influence” (Professor Douglas Yates, American University of Paris) 








� (SEEN’s reports on these issues can be accessed at: � HYPERLINK "http://www.seen.org" ��www.seen.org� (Enron) and � HYPERLINK "http://www.earthrights.org" ��www.earthrights.org�  (Halliburton). 
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