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FOREWORD
Axel Harneit-Sievers

Nigeria strangtion towardsdemocracy hasonly begun. There-establishment
of aan dected government and parliamentary system after decadesof military
rulein 1999 formed merely astarting point in atransition processtowardsa
democratic society —atransition processthat can be expected to take many
moreyears. Democratic trangition initsfull sense comprisesawide areaof
issues; avery important one among them is the creation of accountable
institutions. The Obasanjo administration has undertaken steps towards
improving accountability in government and administration, for example by
introducing rulesof “due process’ for theawarding of federal contracts, and
by creating specia commissionsto combat corruptionandfinancia crime. All
thishasstill along way to go, but the direction taken is encouraging, and
deservesfurther encouragement.

Political partiesform another core group of institutionsin any functioning
democratic system. Thepartiesthat emerged in Nigeriasnce 1998-9, however,
are characterized by undemocratic practices and a decided lack of
trangparency. At their best, political parties should nurture and organizethe
expressonof palitica interest and opinion. They should condensesocid interests
and givethem an organized impact in national political life. Under current
Nigerian conditions, however, most political partiesare merely zero-issue
aliancesof influentia individualsand small groupswho are ableto control
and, often enough, manipul ate party structures, candidacies, and eventhe
electord processitsdf. Mogt partiesareinstrumentsinthe handsof “ political
entrepreneurs’ who invest huge amounts of money and expect concurrent
rewardson suchinvestment. Besidesfuelling corruption, thisstate of affairsis
decidedly non-transparent and undemocratic. Furthermore, it impedesthe
emergence of aparty system that focuses around issuesand policies, rather
than personditiesonly.

Money rulestheworld, of course, and not only in Nigeria. But thereisno
reasonto smply takeacynica attitude and leavethingsasthey are. If money
figuresso prominently inthe current Nigerian party system, theissueof party
and palitical campaignfinancingitsaf should and can becomeanissueof much
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greater publicinterest and debatein thiscountry. Thisbook isaninvitation
to engagein such debate.

Dr. Axdl Harneit-Severs
Director, NigeriaOffice
HeinrichBdll Foundation

TheHeinrich Bdll Foundationisanon-governmental agency affiliatedtothe
“Alliance 90/ The Greens” political party that isrepresented in the Federal
parliament of Germany and is a partner in Germany’s coalition federal
government Snce1998. At homeand internationally, the Foundation conducts
and supportscivic educationa programs. The Foundation operatesover 20
officesworld-wide. It established itsNigeriaOfficein Lagosin 2002. InNigeria,
the Foundation sup-ports projects in the fields of democracy and good
governance, women'sand humanrights, and conflict management. Moredetals
can be found on the Heinrich BoOll Foundation’s website
<www.bodInigeriaorg>.



PREFACE
NDUBISI OBIORAH
‘Political Finance' —

“the use of money or theuse of other material resourcesfor political
activities. It embodiesthe sources or meansthrough which political
activitiesare sponsored in agiven country. The concept of political
finance hastwo broad connotation viz money used for el ectioneering
(campaign funds) and money used for political party expenses(party
funds).”

- Pinto-Duschinsky [2001]

Nigerid spolitica history sinceindependencefrom Britainin 1960 hasbeena
cycleof authoritarian military regimeswith episodic interregnaof civilian
governments. Rentier politicsin Nigeriahasbeen characterized over theyears
by thedominanceof ‘ el ectora machines controlled by politica entrepreneurs
comprisinglargdy of wedthy former military officersandtheir civilianbusiness
cronies.t Themajor political partiesin Nigerian politicstoday arelittlemore
than grand agglomerationsof therespectivedectorad * machines' of theleading
political financiers. Many Nigerian politiciansare‘ sponsored’ by local and
regiona power brokerscum palitica entrepreneurswho financether campaigns
for public office. The‘ sponsorship’ iseffectively abusinesstransactionin
which the patron recoversthe‘investment’ in theform of public worksand
procurement contracts, prebendal appointmentsof croniesto public offices
and other formsof prebendal activity by the*client’ politician on assuming
public office. In some caseswherethe patron and client failed to definewith
sufficient precision, thedimensionsof thereturn oninvestment or theclient
balksat delivering per the agreed terms, thefall out hasled to massviolence
and political destabilization.

During the 1998-99 transition following the sudden death of General Sani
Abachain June 1998, ‘ political entrepreneurs comprising ex-military officers
andtheir civilian business cronieseffectively seized control of theNigerian
political scene. Although retired military officershave participated in Nigerian
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politics since the Second Republic in the 1980s, the 15 years of military
dictatorship from 1984-1999 decimated virtudly every autonomous sector or
ingtitution in Nigeriafrom the trade unionsto academiato the private sector.
Themilitary regimesled by Generals|brahim Babangida[1985-93], Sani
Abacha[1993-98] and Abubakar [1998-99] regimeswerewidely perceived
asthemost corrupt and despoticin all of Nigeria shistory.? Nigeriaunder
thesethree general swasroutinely described by scholarsof African political
economy asaprebendal or patrimonial state.® Public office and government
patronagebecame' theonly gameintown’ # Retiring military officersdeployed
themass vewed th generated from the proceeds of grand corruptionto creeting
and financing the political networksthat formed the nuclel of severa of the
political associationsthat sought registration aspolitical parties. The 1998-99
electoral campaignwhich brought theincumbent government led by Olusegun
Obasanjo to power in May 1999 waslargely financed by former military
officer-palitical entrepreneurs, deploying their massivefinancid resources, they
wereabletoingtal ex-military officersand their civilian businesscroniesin
control of thelargest palitical partiesandin highfederd and state public offices.

Paliticd movementsrepresenting theinterestsof the poor and the disadvantaged
that could have served to moderate the influence of the dominant political
partieshave been systematically excluded from participationinthe political
arenaby acombination of legd insrumentsand their relative paucity of resources
ascompared withthevast financid resourcesavail ableto thedominant parties.
A net result isthe disempowerment of the generality of the Nigerian people.
The dominanceof unrepresentative‘ machine’ partiesalienatestheelectorate
and preventsthe evol ution of accountable governancein Nigeria

Someof thefactorsthat exacerbate the exclusion of alternative partiesand
enhancethe disproportionateinfluence of political entrepreneursthereby
reinforcing the popular dissmpowermentinduded ectord regulationsthat impose
onerousfinancia burdenson political movements seeking to participatein
electoral politicsin the absence of an effective system to regul ate political
finance. Nigeria'shistory of political instability, exacerbated by political
mobilization on ethnic and sectarian lines, hasled successive governmentsto
impose legal and administrative guidelinesfor political party formation,
registration and operation. These guidelineswhich ostensibly seek to avoid
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the establishment of parties on sectarian, ethnic or geographical bases
and to encourage the creation of political aliances bridging regional,
ethnic and sectarian divides effectively impose onerous financial
obligations on citizens wishing to form and register political parties.

Thehigh costsassociated with compliancewith theguidelineseffectively bars
thevast mgority of Nigeriansfrom participatingin politics. Politicd partiesare
formed and operated mostly by those Nigerianswho possessor have access
to the enormousfundsrequired to comply withthe guidelines. Thisinturn
leadstothecresation of politica partiesbased mostly ondliancesof convenience
between wesdlthy * political entrepreneurs’ rather than political partiesbased
on‘ideology’ or palitica platforms. Partiesand candidatesfinancether activities
and campaignsfrom fundsprovided by party bossesand political entrepreneurs
in absolute secrecy. The Nigerian public has no information as to which
entrepreneur hasprovided fundsto any palitical party or candidate. Thistype
of paliticscontributesto alack of accountable governance because political
leadersare primarily beholdento theparty financiersandther eectora machines
rather than the electorate. The cumulativeresult isdistortionsin Nigeria's
democratic devel opment.

The nascent political financeregulatory regimein Nigeriaisineffectiveand
rarely enforced. The notorious’ godfather’ scandalswhich have bedeviled
governancesince 1999 inthe Anambraand Kwarastatesin southeastern and
central Nigeriarespectively, vividly illustrate the deleterious impact of
unregulated political finance on democratic development in Nigeriaand the
emergence of new political partiesand the possibility of even more political
movementsseeking registration aspolitical partiesreinforcestheimperative of
politica financereform.

The‘godfather’ criseshave generated anational groundswell of support for
political financereform but thereisasyet no comprehensive or systematic
dialogueamong paliticians, civil society and the genera public asto options
and prospectsfor reform or the nature of any concerted action to addressthe
problem. Thereisan emerging nationd consensuson theimperativeof politica
financereform but anational debate on aprospectivereform programmeisas
yetinchoate.
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Towards addressing distortions in Nigeria's democratic development,
the Centre for Law and Social Action [CLASA] initiated aresearch and
advocacy project in October 2003 to stimulate a national dialogue on
political finance reform in Nigeria with a view to developing a reform
strategy. The project seeks to promote effective political finance reform
in Nigeriautilizing popular mobilization to secure the strengthening and
institutionalization of the political financeregulation framework in Nigeria
CLASA, anon-profit, non-partisan research and advocacy organization,
bringstogether scholarsand activistsin law and the humanitiesfor inter-
disciplinary research and advocacy on governance, development,
democratisation, human and peoples' rights, law reform, social issues,
economic policy and international affairs. CLASA informs and shapes
policy dialogue and political action through research, analysis and

advocacy.

With support from the Heinrich Boll Foundation, CLASA undertook a
comparativestudy of political financeregulationin selected ‘trangtiond’ and
‘advanced’ democraciesand drafted apolicy agendafor reform. A workshop
for key actorswas convened in Lagoson December 11, 2003.

The present publication comprisestheworking documentsfor thekey actors
workshop and the policy agenda. CLASA would liketo most gratefully
acknowledgetheeffortsand support of al thosewho worked on or supported
thisprojectintheir respective and various capacities. In particular, wewould
liketo thank the Heinrich Boll Foundation especialy Axel Harneit-Sievers
and MonikaUmunnaat the HBF sNigeriaCountry Officefor their generous
support and advice which enabled CLA SA to undertake the project.

We gratefully acknowledge the assistance of the International Forum for
Democratic Studiesat the National Endowment for Democracy, Washington
D.C.fortheir most collegid ass stance, adviceand support including permission
tore-print Michael Pinto-Duschinsky’stour d’ horizon on political finance
research and practice, previoudy publishedinthe* Journa of Democracy’ in
October 2002. Thanksare particularly dueto Larry Diamond, Marc Plattner
and Tom Skladony for generously providing CLASA with accessto the
unpublished manuscriptsof the NED-Sejong I ngtitute' sconference on political
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financein East Asiain 2001. Appreciation is due to Susan Palmer at the
| nternational Foundation for Electoral Systems.

Indispensable advice and encouragement from Darren Kew and Ebere
Onwudiwe at the University of Massachusetts, Boston and Central State
University, Ohiorespectively ishereby acknowledged.

We acknowledgetheinvaluablefraternal contributionsof OlisaAgbakoba,
Chidi Odinkalu and Chinonye Obiagwu at HURILAWS, the Open Society
Instituteand LEDAP.

Ndubis Obiorah
Executive Director, CLASA
Lagos, Nigeria

December 30, 2003
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CHAPTER ONE

FINANCING POLITICS:
A GLOBAL VIEW

Michael Pinto-Duschinsky

Democratic electionsand democratic governanceinvolveamixtureof high

idedlsand, al too often, dubiousor even sordid practices. Election campaigns,
political party organizations, pressuregroups, and advertising all cost money.
This must be found from somewhere. The financing of political lifeisa
necessty—and aproblem.

Thefrequency with which new l[aws concerning campaign and party finance
areenactedistestimony to thefailure of many existing systemsof regulations
and subsidies. Hardly amonth goesby without anew scandd involving politica
money breaking out in some part of theglobe. InBelgiumin 1995, Willi Claes
wasobliged toresign assecretary-generd of NATO amid alurid affair which
had begun four yearsearlier when afellow leader of the Belgian Socidists,
André Cools, was shot to death outs de hishome because of hisinvolvement
inaschemeinwhich French and Italian arms manufacturers made politica
contributionstothe Belgian Socidigtsinreturnfor military contracts. InUkraine
inthefdl of 2000, onlinejourndist Georgi Gongadzelost hislifein part because
he had been looking into dlegationsthat businessoligarchswereinvolvedin
corrupt dealingsrelated to palitical financing.

Despiteastream of storieslikethesefrom around theworld, and despitean
increasing flow of academic studies, politica financing and the abusesthereof
remain shroudedin mystery. Many commonly heard notionssurrounding them
areunproven or wrong. Thisispartly because “political finance’ takesso
many formsand isdifficult to define, and partly becausethereremainlarge
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gapsinresearch (especidly about political money in emerging democracies).
| cannot hope to offer an exhaustive treatment here, but | will attempt to
sketch asurvey and summary of the current state of knowledge about the
subject.

Wemay firg wanttoask: “What is‘ palitica finance ?” Thenarrowest definition
is“money for ectioneering.” Sincepoliticd partiesplay acrucid partindection
campaignsin many partsof theworld, and sinceit ishard to draw adistinct
line between the campaign costs of party organizations and their routine
expenses, party fundsmay reasonably be considered “ palitical finance,” too.
Party funding includes not only campaign expenses but also the costs of
maintai ning permanent offices, carrying out policy research, and engagingin
political educetion, voter registration, and theother regular functionsof parties.

Beyond campaignsand parties, money isspent ondirect political purposesin
many other ways. A full account would require us to study a) political
“foundations’ and other organi zationswhich, though legdly digtinct from parties,
aredliedtothemand advancetheir interests; b) the costsof political lobbying;
C) expenses associ ated with newspapersand mediathat are created and paid
to promoteapartisan line; and d) the costsof litigationin politically relevant
cases. Clearly, the number of channel sthrough which money may be poured
into politicsnot only leadsto problemsof definition and research, but makes
political financing difficult to control asapractical matter aswell. Assoonas
onechannd of political money isblocked, other channelswill beusedto take
itsplace.

TheProblem of Corruption

In addition to being asource of scandal and corruption, thewaysinwhich
political activity isfinanced may lead to severeinequalities. If the costs of
campaigning areprohibitive, citizenswithout private wealth may be prevented
from running for public office. Moreover, election campaignsarguably are
unfair when rich candidates or partieswith wealthy supportersare ableto
spend far morethantheir opponents. Thusregulationsand subsidiesaimed at
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reforming theuse of political money may havevarying objectives. A system
that aimsto control corruptioninthefunding of partiesand e ection campaigns
islikely to bedifferent from asystemthat seeksmainly to promote“fairness.”

L et usbeginwith the problem of corruption. It isbeyond doubt that scandals
involving palitical money havebeenamgor stimulusof reform effortsin many
countries. Yet aswith theterm “ political financing” itself, the meaning of
“corrupt” palitica financingisoften unclear. Conventiond definitionsof politica
corruption (such as“theuse of public officefor unauthorized privategain”)
oftendo not gpply to corrupt politicd financing. Firgt, the definition of political
corruption as*“theuseof public office” doesnot apply toal formsof political
fundraising. Chdlengers, for instance, areby definition outsdeof public office
but may still accept money inexchangefor promisesto misuse public office
should they win at thepolls. A second difference between ordinary political
corruptionand corruptioninthefield of political financingisthat, inthelatter
case, money isnot necessarily used for private gain but rather for thegain of a
political party or of acandidate.

Referencesin common parlanceto* corrupt” palitical financing usudly refer to
oneof thefollowing:

Palitical contributionsthat contravene existing lawson political financing.
Illegdl donationsare often regarded asscanda ous, evenif thereisno suggestion
that the donors obtained any improper benefitin returnfor their contributions.
Prominent examplesincludetheFilesacase (1991onwards), which contributed
tothee ectord defeat of Spain’sPrimeMiniger Feipe Gonzaes; the” Kohlgate’
scandal in Germany in 2000; and the One I srael Affair inlsragl inthesame
yedr.

The use for campaign or party objectives of money that a political
officeholder has received from a corrupt transaction. In such a case, all
that differentiates corrupt political funding from other forms of political
corruptionisthe useto which thebribeisput by the bribe-taker. Inthe 1990s,
examplesincluded the Costea Affair in Romaniaand the Goldenberg Affairin
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Kenya. Inboth these cases, the profits of corruption involving hundreds of
millionsof dollarsarereported to have ended partly in private pockets but
aso partly incampaign coffers.

Unauthorized use of state resourcesfor partisan political purposes. This
isacommonly noted feature of ruling parties campaignsin established and
developing democraciesaike. Invitationsto White House coffee receptions
and deepoversinthe Lincoln bedroom were among the moreinnocent ways
inwhich U.S. president Bill Clinton used apublic resourcetoraisefundsfor
his 1996 reel ection campaign. Moreimportant isthe common practice of
using publicfundsto pay stafferswho carry out partisan activities. President
Jacques Chirac of Franceissaid to have used hundreds of patronage posts
availableto himasthemayor of Paristo save hisparty fromtheneedtoraise
private fundsfor itsheadquarters. In parts of Africaand theformer Soviet
Union, theresourcesavailableto officehol ders, nationd andloca, areblatantly
used for el ectioneering.

Acceptance of money in return for an unauthorized favor or the promise
of a favor in the event of election to an office. A representative sampling
fromthiscategory couldfill an encyclopedia. In my research for the present
essay | learned of significant casesfrom 28 countriesranging from Antigua
and Barbudato the United Kingdom and the United States, from Belgium and
Brazil toItaly and India, and from PapuaNew Guineato Cameroon. It should
bestressed that al the examplesare of alegations. It isnot suggested that any
particular personscited in thisessay asthe subjectsof such alegationswere
guilty, for thisisafieldinwhichfalse aswell asaccurate chargesabound.

Some countrieswheretherewere seriousallegationsare noted in the box on
thefacing page. Itisapparent that politiciansin all parts of theworld have
been caught up inmagjor scandals. Purity inpolitical financingisnot atopicon
which the West isentitled to preach virtueto devel oping democracies. Itis
asoworth noting that alegationsfrequently have concerned politiciansat the
highest levd. Apart fromthosea ready mentioned, othershaveincluded Vice-
President Spiro Agnew (United States), membersof the Bird dynasty (Antigua
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and Barbuda), President Des Bourterse (Suriname), PrimeMinister Benazir
Bhutto (Pakistan), Vice-President Alfonso Guerra(Spain), Prime Minister
V&clav Klaus (Czech Republic), Economics Minister Otto Graf Lambsdorff
(Germany), President CarlosAndres Pérez (Venezud @), PrimeMinister Lyndon
Pindling (Bahamas), President Carlos Sdinasde Gortari (Mexico), and Prime
Minister Noboru Takeshita (Japan).

Contributions from disreputable sources. Even though there may be no
evidence of an exchange of favors or of promises of future favors, the
presumptionisthat tainted sourcesarelikely to havetainted motives. According
toascholarly estimatein 1960, perhaps 15 percent of themoney for stateand
local campaignsinthe United Stateswas derived at that timefrom underworld
sourcesanxiousto protect their criminal enterprises. There arewidespread
rumorsthat crimebossesareinvol ved in € ectioneering and campaign financing
inRussia. Some of themost dramatic and most fully established examples of
crimina sourcesconcernthefinancing of paliticsin Centra and South America
and in the Caribbean by drug dealers. In 1994, the director and other senior
officialsof Ernesto Samper’ssuccessful campaign to become president of
Colombiawent tojail when the so-called narco-tapes, which suggested that
drug money had financed Samper’srun, became public.

Foending of money on banned pur poses such asvote-buying. Thiscostly set
of campaigning methodshasalong higtory. Vivid depictionsmay befoundinthe
novelsof nineteenth-century British primeminister Benjamin Digradli. Today it
seemsto occur most frequently inrelatively poor countries, dthoughitisfound
resdudly insomelargeU.S. dtiesaswel. Candidatesareexpected totregt ordinary
voterstogiftsof variouskinds, oftenincluding food and especidly freedrinks(in
colonia British North America, thiswasknown as* swilling the planterswith
bumbo”.). My own |l atter-day research hasuncovered sgnificant votebuyingin
countriesranging from Cambodia, Mdaysia, and Taiwanin Asa, to Cameroon,
Kenya, Uganda, and Zimbabwein Africa, to Antiguaand Barbuda, CostaRica,
Mexico, and Surinameinthe Americas, and evenin SamoainthePacific.
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A SAMPLING OF CAMPAIGN FINANCE SCANDALS

Brazl: With impeachment hanging over his head, President Fernando Collor de Mello resigned in late
December 1992 as charges circulated concerning kickbacks and illegal campaign contributions from
companies doing business with the government. The Supreme Court later acquitted him. His campaign
fundraiser, Paulo Farias, was sentenced to house arrest and was found shot to death in 1996.

Croatia: After the Croatian Democratic Union fell from power in 2001, itcame out that the party had
raised most of itsfunding through “ racketeering” schemesin which government contractors would be paid
only in return for substantial contributions to party coffers.2

Ecuador: A scanda erupted when it emerged that the Christian Democratic Party’s successful 1998
candidate for president, Jamil Mahuad, had accepted an undisclosed donation of US$3.1 million from the
owner of the Banco del Progreso. The Christian Democrats faced a fine of US$6.2 million.

Germany: In the spring of 2002, Norbert Reuther, the former leader of Cologne's ruling Social
Demaocrats, was arrested for accepting illegal political donations. The payments were allegedly connected
with contracts awarded to a waste management company for the construction and operation of a $353
million garbage incinerator in the city.

India: The Bofors Affair of 1987 onwards and the Tehelka.com Affair of March 2001 both involved
allegations of political donations for arms contracts. The former scandal involved politicians close to
Prime Minister Rajiv Gandhi and a contract for Bofors, the Swedish arms manufacturer, for FH-778 guns.

Italy: The long-ruling Christian Democrats were engulfed and destroyed after the end of the Cold War by
atorrent of allegations that triggered an investigation called “ Operation Clean Hands.” By 1994, no fewer
than seven high-ranking party officials had committed suicide while under investigation. In 2000, former
Socialist premier Bettino Craxi, who had fled to avoid prosecution and then received a jail term in
absentia, died in Tunis.

Japan: The 1990s saw several alleged cases of “donationsfor contracts” including the conviction in 1998
of Osaka oil dealer Tzui Jun’ichi and a 2000 scandal involving the alleged relationship between former
construction minister Nakao Eiichi and a building company.

Papua New Guinea: Reported instances of “grand corruption” include payments by foreign corporations
of election expenses in return for licenses, as well as persona bribes to politicians. The payments
frequently came from overseas logging companies.

South Korea: In 1996, former presidents Roh Tae Woo and Chun Doo Hwan were sentenced to long
prison terms and fines totalling US$600 million. Among their offenses was the collection of a slush fund,
two-thirds of which went to their political party. The Hanbo Affair of 1997 involved allegations that the
bankrupt conglomerate had received special treatment in return for massive political contributionsto then-
President Kim Y oung Sam’s 1992 campaign.

Spain: According to the scholar of political financing and Spanish cabinet minister Pilar del Castillo,
sources close to the building trade acknowledged in 1991 that the payment into party coffers of
commissions ranging from 2 to 4 percent was considered “a common method to obtain work contracts.”3

United Kingdom: The “Formula One Affair” of 1997 involved accusations that the newly elected L abour
government of Prime Minister Tony Blair had changed its policy and begun allowing televised tobacco
advertising during Grand Prix auto-racing eventsin order to forward the commercial interests of a donor
who had contributed $1.55 million. Whether the donation had affected the Labour government’s change
of policy remained unclear, but the donation was returned.
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“Treating” iscommoninUganda, whereitinvolves*theprovisonof . . . soap,

sugar, salt and alcohol.” sIn Bangladesh, the bribes start with tea, pan (betel -
leef) . . . cigarettes, lunch. . . asheet of ironroofing . . . giving cash to poor
voters, etc.”sInthe 1996 eectionsin Suriname, aformer Dutch possessionin
the Caribbean, the New Front “was still handing out thetraditional salt fish
and rum.”sIn Bulgaria, aslogan of the party representing the Romais* Eat
their meatbal Isbut votewith your heart!” Anatoliy Romaniuk reportsthatina
congtituency near Lviv, Ukraine, one parliamentary candidatetook “thepoalitics
of dectord pork” toalitera extremeby spending theequiva ent of US$100,000
handing out pigletsto attract the votes of local farmers!

In Thailand, it iscash that changeshands. In this country, asone authority
reports,

There are at least two rounds of vote buying. The first round is called
“carpeting,” which means giving asmall amount of money . . . to each voter as
the candidate's self-introduction. For thelast round, voters can obtain ahigher
sum depending on the degree of competitiveness among candidates in the
constituency. It usually takes place on the night before the election, which is
known as “dog-barking night” because villagers are visited by so many vote
buyers that their dogs bark the whole night.7

All the forms of corrupt political funding described above, from illegal
contributionsto vote-buying, haveto do with partiesand el ection campaigns
intheimmediate sense. Thereare, of course, other kinds of suspect waysin
which money can play arolein politics. To givejust onerecent example, the
scandal that hel ped to drive Peru’s President Alberto Fujimori from officein
2001 involved avideotape of membersof Congresstaking money being offered
to them on beha f of President Fujimori inexchangefor their votes.

Regulationsand Subsidies

Thereisno shortageof regulationsand subsdiesconcerning politica money—
many of them introduced asaresponseto scandals. Theglobal prevaence of
variouskindsof public measuresconcerning palitical financingissummarized
inTable 1. The statistics are based on the author’ sresearch into countriesin
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every region of theworld. For the purposes of thisessay, the analysishas
been limited to countriesrated by Freedom Housein 2001 as* Free’ or “ Partly
Free” Table2 on pages 7677 providesinformation on 104 countriesindicating
whether they havethreeimportant kindsof regulationsand subsdies: Disclosure
regulations, direct public subsdies, andtheprovisonof freepalitica broadcasts.

TABLE 1—REGUL ATIONSAND SUBSIDIESIN 104 COUNTRIES

RecuLATIONS PercenTtaGE
Disclosure rules (any) 62%
Ban on foreign donations (partial and/or complete) 49%
Campaign spending limits (any) 41%
Disclosure of individual donors (partial and/or complete) 32%
Contribution limits (any) 28%
Ban on paid election advertisingon TV 22%
Ban on corporate donations (partial and/or compl ete) 16%
Ban on corporate donations (complete) 8%
SuBSIDIES

Free political broadcasts 79%
Direct public subsidies 59%
Subsidiesin kind (apart from political broadcasts) 49%
Tax relief for political donations 18%

Notes: Table 1 excludes laws restricting the purchase of votes and rules about the declaration of assets
by candidates, even though these are both significant. Statistics are based on information from the
104 countries listed in Table 2 on pages 76—77, except for spending limits (N=103), tax relief
(N=103), disclosure rules (N=114), and direct public funding (N=143). Table 2 includes only countries
that Freedom House rated as “Free” or “Partly Free” in its report produced at the end of 2001, the
most recent one available at the time of this writing. The total of these countries was 143. For the
Freedom House chart, see Adrian Karatnycky, “The 2001 Freedom House Survey: Muslim Countries
and the Democracy Gap,” Journal of Democracy 13 (January 2002): 108-9. The statistics refer to
laws in force at various times in 2000—2002 and do not fully take account of changes during this time.
Data on disclosure rules come from Money and Politics Handbook: A Guide to Increasing Transparency
in Emerging Democracies (Washington, D.C.: Office of Democracy and Governance, Technical
Publication Series, 2002). Other sources are Michael Pinto- Duschinsky, Handbook on Funding of
Parties and Election Campaigns: Overview (Stockholm: International IDEA, 2001, 14565 [http://
www.nimd.org/2001/ 11_25 conference report_2_english.pdf]); Janis Ikstens, Daniel Smilov, and
Marcin Walecki, Campaign Finance in Central and Eastern Europe (Washington, D.C.: International
Foundation for Election Systems, 2002—a revised version of a report of 2001 available at http://
www.ifes.org/reg_activities/pdf/ACEEEO-campaign-finance-01-31.pdf); Michael Pinto-Duschinsky,
Political Financing in the Commonwealth (London: Commonwealth Secretariat, 2001); and

information collected by the author. See also note 8.
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For American readers, the most striking feature of Tables1 and 2 isthat the
United States stands out among the economically advanced democraciesby
itslack of any provision of freepolitical broadcastsfor politica partiesor for
candidates. M ost countries do provide such free broadcasts, and those that
do not generally are either very small or very poor. A second point isthat
countrieswith English-speaking backgroundstend to have both political
financing systemsand el ectoral systemsthat differ from thosein Continental
Europeand in countries (such asmost L atin American states) that have been
influenced by Continental traditions. Accordingly, countriesthat belongtothe
Commonwealth—the club of former British territories—are characterized by
havingless publicfunding and lessregulation of politica financing. They also
aremorelikely to usemgoritarian eectoral systems, whilepublicfundingis
strongly associated with proportiona eectora systems. Third, whenit comes
to palitical financerules, countriesthat have emerged from theformer Soviet
bloc haveruleswhich are closeto those of Continental Western Europe.

TaBLE 2—THREE TyYPES oF CamMPAIGN FINANCE M EASURES

CouNnTRY(Italics ANY ANY DiscLOSURE FrRee TV TIMETO
denote countries that DIRECT L aws? (Asterisks CANDIDATES AND/OR
are not categorized by PUBLIC denote that individual | PARTIES? (Asterisks de-
Freedom House as donations must be note ban on paid political
electoral democracies) FUNDING? | disclosed by parties) advertising on TV)
Albania yes no yes

Antigua & Barbuda no no no

Argentina yes yes* yes

Armenia yes yes* yes

Australia yes yes* yes

Austria yes yes yes

Azerbaijan yes yes yes

Bahamas no na yes

Bangladesh no yes no

Barbados no yes yes

Belgium yes yes yes*

Belize no no yes

Bolivia yes yes yes
Boshia-Herzegovina yes yes* yes*

Botswana no yes Yes

Brazil yes yes* yes*

Bulgaria yes yes yes

Canada yes yes * yes

Chile no yes yes
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Colombia yes yes yes
Costa Rica yes yes* yes
Croatia yes no yes
Czech Republic yes yes* yes*
Denmark yes yes* yes
Dominica no no no
Dominican Republic yes no yes
Ecuador yes yes no
El Salvador yes no yes
Estonia yes yes* yes
Fiji 1slands no no yes
Finland yes no yes
France yes yes yes*
The Gambia no yes yes
Germany yes yes* yes
Ghana no yes yes
Greece yes yes* yes
Grenada no no no
Guatemala yes no yes
Guyana no no No
Honduras yes no no
Hungary yes yes* yes
India no yes yes
Indonesia yes yes no
Ireland yes yes* yes*
Israel yes yes yes*
Italy yes yes* yes*
Jamaica no yes no
Japan yes yes* yes*
Kiribati no no no
Korea, South yes yes yes
Latvia no yes* yes
Lesotho yes yes* yes
Lithuania yes yes* yes
Macedonia yes yes yes
Malawi yes no yes
Malaysia no no no*
Malta no yes yes
Mauritius no yes yes
Mexico yes yes yes
Moldova no yes* yes
M ozambique yes no yes
Namibia yes yes yes
Netherlands yes yes* yes*
New Zealand no yes* yes
Nicaragua yes yes* yes
Nigeria no yes no
Norway yes yes yes*
Panama yes no yes
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Papua New Guinea yes yes* No
Paraguay yes no yes
Peru no yes yes
Philippines no yes* yes
Poland yes yes* yes
Portugal yes yes* yes*
Romania yes yes* yes
Russia yes yes* yes
St. Kitts & Nevis no no no
St. Lucia no no yes
St. Vincent & Grenadines | no no no
Samoa no no yes
Senegal no no yes*
Seychelles yes no yes*
Singapore no yes* yes*
Slovakia yes yes* yes*
South Africa yes no yes
Spain yes yes yes
Sri Lanka yes no yes*
Sweden yes no yes*
Switzerland no no yes*
Taiwan (Republic of China)yes yes no
Tanzania yes yes* no
Thailand yes yes* yes
Tonga no yes no
Trinidad & Tobago no yes no
Turkey yes no yes*
Tuvalu no no no
Uganda yes no yes
Ukraine no yes* yes
United Kingdom yes yes* yes*
United States yes yes* no
Uruguay yes no yes
Vanuatu no no yes
Venezuela no no no
Zambia no no no

Sincepublicfundingisoneof themost frequently discussed measures, it merits
specid attention. The period sincethelate 1950s has seen theintroduction of
public subsidiesto the extra-parliamentary organsof political partiesandto
individual candidatesinalarge number of countries. Whiletherehavebeena
few efforts(for example, inltaly and Venezudlainthe 1990s) tolimit or abolish
existing subsidies, theoveral trend clearly hasbeen toward state subsidy. My
own research into the 143 countriesrated as* Free’ or “Partly Free’ by the
latest Freedom Houserankings (awider sampleof countriesthanthoseincluded
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in Table2) hasestablished that 84 (or 59 percent) of them havelawsproviding
for somedirect public funding of partiesor candidates.s Other findingswhich
emerge are that state aid (as well as other categories of regulations and
subsidies) hardly existsin sovereign stateswith very small populations,sand
that in most countries state aid has been popular with the political classand
highly unpopular with thedectors. Stateaid isespecially commonin Western
Europeandinthecountriesthat emerged fromthe Soviet bloc. Itislesscommon
in Asia, the Caribbean, and the Pacific..o

Theamount of stateaid and the proportion of political financing derived from
this source varies greatly. In certain African countries, cash-strapped
governmentshavediminated public funding despite provisonfor itinthelaw.
Comprehensiveinformation about the share of total spending on partiesand
electionsthat comesfrom stateaid isavailableonly for selected countries.
Karl-Heinz Nassmacher estimatesthat the percentage of total expenditure
derived from public subsidiesin 13 relaively prosperousnationsvarieswidely,
running from alow of 2 to 3 percent in the United Kingdom and the United
States, respectively, toahigh of 68 percent in Audtria. Thefiguresfor countries
in between these extremesare: Italy 4 percent; Canada6 percent; Australia
12 percent; the Netherlands 16 percent; Spain 43 percent; Japan 47 percent;
Germany 54 percent; France 56 percent; I srael 56 percent; and Sweden 65
percent.nAcrossall 13 countries, public funding supplied on averagejust
under athird of total expenditure on partiesand campaigns. Thesituationis
roughly smilar intheformerly communist landsof Eastern and Centra Europe
that havedirect public subsidiesto parties or to candidatesfor public office,
with Bulgaria, Lithuania, and Russ aamong the countriesthat makeavailable
only tokenamountsof stateaid..»

Public subsidiesfor el ectoral politics appear to have produced neither the
benefits promised by supportersnor the drawbacksfeared by critics. Onthe
one hand, public subsidieshave clearly failed to cure the problem of corrupt
palitical funding. Someof themost serious scanda shave occurred in countries
with generouspublic subsidies, such asFrance, Germany, and Spain. A party
or candidate who obtai ns public monies, knowing full well that such monies
areequally availableto competitors, will not therefore stop looking for more
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money with which to outspend and outmaneuver political opponents.

Ontheother hand, thefear of some criticsthat public funding would cause
partiesto decline by reducing their incentivesto recruit new membersand
raise money from existing onesdoes not seemto have been justified..s

Itiseasy to misinterpret the modern phenomenon of public funding laws. Such
lawsare neither anecessary nor asufficient condition of theflow of public
resourcesinto e ection campaignsand into party coffers. Theselawsarenot
sufficient because, as mentioned earlier, the amounts provided may be
insignificant or nonexistent. Theselawsare not necessary becausethereare
many other waysin which public fundstraditionally have been and till are
directedinto politics.

Firgt, inanumber of countries, the president or the primeminister hashad the
use of secret dush fundswhich could be used for any purposewhatever. In
the nineteenth century, British prime ministershad at their disposal a Secret
Servicefund that wasused, by convention, to subsidizethepalitical campaigns
of their supporters. In Imperial Germany, Chancellor Otto von Bismarck’s
“Reptile Fund” had similar uses, the main difference between Britain and
Germany being that Britain abolished itsspecial Secret Servicefundinthe
1880swhile German chancellors continued to depl oy such fundsuntil after the
Second World War. In Zambia, and in France until thisyear, fundssimilar to
thesehave played acrucid rolein politics. The Zambian caseisof particular
interest sincethe country hasno direct public funding of partiesor candidates
but usesdiscretionary presidentia fundsasan aternative meanstofinancethe

party inoffice.

Second, in countriessuch asIndia, public fundsarealocated to membersof
the national legidaturefor theformal purpose of carrying out development
projectsintheir constituencies. In practice, themoney may all too easily be
used asacampaign resource.

Third, holdersof paid public officesarerequired by many political partiesand
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inacons derable number of countriesto donate set sharesof their salariesto
the party. Contributionsof such* party taxes’ may berecorded in party accounts
as membership fees or as donations; in essence, these contributionsare a
formof indirect publicfinancing.

Fourth, the use of state resourcesfor electioneering functionsconstitutesa
form of indirect public subsidy. A typical practicein anumber of African
countriesincluding Zimbabweistheuse of gate-owned vehidestoferry eectors
to governing-party rallies, and to the pollson election day. A time-honored
method of saizingthespoailsof palitica officeisto employ party supporterson
public payrolls. Nominally civil servants, these patronage employeesarein
fact expected to devote much of their timeto political campaigning. A third
and equally widespread opportunity for diverting publicfundsinto party service
comesfromtheresourcesthat are being provided with increasing generosity
tomembersof thelegid aturein most democracies. Parliamentarianscommonly
receive public money to employ research ass stantsand secretaries; oftenthe
legidatorshavefreeofficesand travel privileges. Itishardly surprising that
incumbent legidatorsuse at least aportion of thesealowancesfor campaign
purposes.

A full consideration of publicfunding also requiresan account of subsidies-in-
kind. In some countries, the most important form of in kind subsidy isthe
provisonof freeradio andtelevisonair timeto partiesand their candidates.

Theoverall conclusionsthat emergeare, firs, that the principleof providing
direct financia paymentsfromthe publictreasury to partiesand to candidates
hasbecomenormd . Second, the public funding thus provided variesgreetly in
extent between different countriesand issometimesinggnificant. Third, snce
thereareseverd other sourcesof public funding thanthat whichissuppliedin
direct public subsidies, it isunclear whether the extent and proportion of de
facto publicfunding have beenincreas ng, holding steady, or decreasing. Fourth,
theimpact of public funding seemsto be smaller than either proponentsor
criticsexpected.
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TooMuch Law, Too Little Enforcement

Lawsare onething; whether they arefollowed isquiteadifferent matter. In
country after country, thoseinvestigating palitica financing receivethewarning
that laws are adead letter or are honored in the breach. The difficulty of
ensuring that regulationsare effectiveisillustrated by the most basi ¢ type of
rules. those concerning disclosure. Asshownin Table 1, 62 percent of the 114
countriesfor which information has been obtained for amajor study by the
United States Agency for Internationa Devel opment haveregulationsrequiring
the public disclosure of at |east some of thefinancial accountsof partiesor
candidates. Yet scholars of political funding have almost exhausted the
vocabulary of contempt in describing the ineffectiveness of these rules.
According to an expert employed by the French National Assembly, “the
published statistics of party financescontainedin official accounts—in France
aselsawhere—areworksof fiction.” InItaly, honest disclosure” hardly ever
happens.” In Japan, published accounts* arejust thetip of theiceberg.” In
South Korea, too, theparties reportson their expensesfor routine operations
and electoral campaigning “ exposeonly thetip of theiceberg.” In Taiwan, “it
isdifficult to monitor the Situation when many contributionsmay beincash.” In
Britain, regarding reported expenditures on campaigns by parliamentary
candidates, “the abusein some casesison aquite breathtaking scale.” Inthe
United States, thedisclosurerulessurrounding political contributionsare“a
joke.” 14

Besidesdisclosurelawsbeingignored because of lack of politica will toenforce
them, such lawsarefrequently evaded because they apply only toalimited
rangeof politica payments. To befully effective, financia disclosurerequires
avery broad application. Thisincludesfinancial disclosurefor 1) primary
electionsand other significant formsof interna party campaignsfor candidate
selection; 2) dection campaignsby individual candidatesfor public office; 3)
theroutine (noncampaign) budgetsof nationa and local party organizations,
4) personal political funds of individual politicians; 5) interest groups
participating in political campaigns (often referred to by thetechnical name of
“third parties’); and 6) referendum campaigns. It ispossibleto takethe case
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for widening the scope of regulation even further to cover partisan newspapers,
politica activitiesby religiousorganizations, and eventhefunding of politicaly
relevant lawsuits. It isquestionablewhether it ispracticd toincludeall these
activitieswithinthescopeof rulesgoverning thedisclosureof palitica payments.

Thedilemmafor thereformer isthat, if only afew direct channelsof political
money are subject to the disclosure rules, those wishing to exert influence
through secret fundswill naturally usethose channel sthat remain unregul ated.
Thereareadditiona problemsarising from donationsto partiesbeing dressed
asloans, voluntary services, businesstransactions, or in other formsof disguise.
Karl-Heinz Nassmacher summarizesthe broader difficulties experienced by
reformersof palitica financingin Western nations:

Political practice of almost two decades . . . has re-emphasized the general
paradox of constitutional reform measures. Implementation of reform legidation
breedsthe need for more (and more complex) reformlegidation. . . . Theelaborate
restrictions designed to control the flow of money into the political process
have encouraged the professional politiciansto engagein acreative search for
potential |oopholeseither in the application of theexisting law or when drafting
necessary amendments.15

Evidencefor thisistheseriesof unending “reformsof reforms’ that havetaken
placeinanumber of countriesincluding France, the United States, Italy, and
Germany. Thedesirablescopeof palitical financeregulationsand subsidiesis
bound to remain asubject of debate. Thereislittledoubt, however, that dl too
often laws express objectives (such astransparency of political donations)
without considering in sufficient detail how to implement those obj ectives.
Thereis, inshort, too much law and too little enforcement.

TrendsReal and Perceived

Thesearchfor lega remediesnot only hasbeen aresponseto scandals, it has
adsofollowed fromaset of widely held but unproven assumptionsabout generd
trendsinthefunding of politica life. Many commentators, for instance, regard
it assdlf-evident that the costsof politicshave beenrisnginmost partsof the
world and that the cause of thisupward trend has been the devel opment of
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televisonand of other massmediaasthemainformsof modern el ectioneering.
Thepresumed“armsrace’ in political spending hasbeen seenasamain cause
of corruption in political financing. Yet there appears to have been little
systematic research to establish whether costs have actually beenrising. i
Somepreliminary cautionary reflectionsareinorder.

First of al, thereisthe question of the cost of advertising inthemassmedia.
Televison and other mediaplay crucia rolesin modern political lifeinmany
partsof theworld. Yet even in those countries, such asthe United States, in
whichtheownership of television setsismost widespread, theimportance of
televised paliticd advertisng easily lendsitself to overstatement. Admittedly,
TV isvita incampaignsfor theU.S. presidency and for other major elective
offices. But therea so are el ectionsfor hundreds of thousands of |esser posts
inwhichtelevison playslittleor no part. Thestandard study of U.S. elections
inthepresidential election year of 1988 found that television accounted for
lessthan atenth of thetotal sum spent on all electoral campaignsfor public
office
Accordingto. . .theU.S. CensusBureau in 1987 there were 504,404 popul arly
elected offices in the United States. . . . But most of the candidates for these
offices never buy any television advertising time nor even get near atelevision
camera. Usually, only serious candidates for major offices—presidential,
senatorial and gubernatorial—make substantial use of television
advertisements. Probably only about one-half of the House candidates purchase

televisiontime, and its cost often representsjust asmall portion of their campaign
spending.17

In other economically advanced countries, the proportion of political spending
accounted for by TV isprobably lessthaninthe United States. Thisispartly
because parties and candidates can get free advertising time, partly because
somecountries(such asthe United Kingdom) ban paid politica advertissments
on TV, and partly because alarge share of political spending goesto pay for
thenationa andlocal officesand staffsof political parties.

Second, television does not yet ruletheworld. In many partsof Africaand
Ada, televison setsand evenradioscan bequite hard tofind outsdecities. In
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countriessuch asGhana, Kenya, and Bangladesh, rdliesare till the best way
for candidatesto reach voters. Hence the purchase of vehiclesand electronic
public-address equipment isamajor expense.

Third, itisnot at al obviousthat the cost of the new palitics, with itsemphasis
on massmedia, professional image-making, and opinion polling, isgreater
than the cost of the old politics. The old-fashioned el ectioneering revolves
around vote-buying, gift-giving, and laborintensive techniques of reaching
individual electors, all of whichtendto bevery expensive. Indeed, evidence
from anumber of countriesindicatesthat the venerable techniques of theold
politicsactually cost more than the thoroughly modern methods of media-
oriented €l ectioneering.

Whiletheevidencethat iscurrently availableisimpressonidtic, it doesseemto
point to the surprising conclusion that ol d-fashioned, faceto face politicking
costsmore than the new mass-marketing, media-heavy approach.

Thisbecomes apparent if account istaken of the differencesin per capita
incomesindifferent countries. Arnold J. Heidenheimer discovered that in 1960—
61 theamount spent on each votein the Philippineswas(relaiveto theaverage
industrial wage) 14 timesgreater than the comparable amount spent in the
United States. In 1996, the per capitacostsof theeectionsin Thailand, where
vote buying was prevalent, werereportedly 4 to 5 timeshigher (relativeto
averageincomes) thanin the United States. Studiesof Ugandaand of Antigua
and Barbuda, aswell asmy owninforma interviewswith legidatorsinKenya,
adl indicatethat traditiond patronagepaliticsimposesfar grester financia burdens
thantelevision-based campaigning. The" massdistribution of imported hams,
turkeysand other giveaways’ inthe 1999 el ectionsin Antiguaand Barbuda
meant that the cost-per-vote amounted to at | east US$60 (the estimate offered
by theruling Antigua L abour Party) and may have been ashigh as US$300
(theopposition’spreferred figure). Taking differencesinincomelevelsinto
account, these el ections cost between 9 and 44 times more per capitathan al
theelections—dtate, local, and federal—that took placein the United States
in 1996.:s
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If old-style patronage politicsismore costly than the new mediapolitics, one
might expect thelevelsof spending to remain constant in countrieswherethe
old paliticsremainsstandard and tofal in countrieswherethenew politicshas
developed. Yet, according to many studiesof particular countries, costshave
risenin recent decades, even when account istaken of inflation. How are
these apparently contradictory findingsto bereconciled?

Thereare several possible explanations, though it must be stressed that they
are at this stage no more than suppositions. First, the franchise has been
extended to women and to young people, and popul ationshave grown. Thus
electorateshave beenlarger. Thereforeit isnecessary to calcul ate costs-per-
elector rather than total costs.

Second, thereisatendency for studiesto focusrather narrowly on how much
nationa el ection campaignscost in economically advanced countries. Butitis
wrong to consider these nationa campaignsinisolation. Wheretherehasbeen
amovement fromthetraditional methodsof door-to-door canvassing toward
campaigning based on national advertising and modern mass-marketing
techniques, one might expect ashift in expendituresfrom local to national
party organizations. Thisprobably has occurred inthe United Kingdom. A
study of trendsin political spending must thereforetakeinto account thetotal
cost of campaigning at al levelsand not just the national one.

Third, thereisthetechnical but crucial matter of which measure of inflation
should be used when looking at long-term trendsin political spending. A
common error isto useanindex of retail pricesor someother cost-of-living
index. Theseindicesignorethefact that in most countries averageincomes
haveincreased faster than the cost of living. Since party organization and
€lection campaigning arelabor-intensveactivities, therdevant inflationary index
for political financearguably isper capitaincomerather than the cost-of-living
index.

When these adjustmentsare made, the casethat political costshavegeneraly
been rising becomeslessclear. According to arecent academic study of the
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United States, “ contrary to the claimsof reformersand the media, campaign
spending has not exploded in recent years. . . campai gn spending has not
grown faster than the nation’ sincome. Total campaign spendingin presidentia
yearshoversaround one-hundredth of one percent of [GDP]. Thisrelationship
... hasheldrelatively steady since 1912.” 1

In summary, thereistoo little evidence to establish the common view that
there hasbeen anotableriseinthe costs of campaigning and that thishasbeen
amajor causeof corruptionlinked with political financing.

Drawing SomeL essons

Severd conclusonsemergefromthisreview. Fird, thereisalessonfor bodies
such asthe World Bank and the I nternational Monetary Fund, which have
been prominent inthe campaign againg corruption but which havebeenrd uctant
to enter thethicket of political financing. Thelinksbetween palitica financing
and palitica corruption areso common and soimportant that these organizations
cannot reasonably expect to tackle corruptionif they turn ablind eyeto the
issueof palitica funding.

Second, thereisalesson for reformers: It isdangerousto assumethat the
problemsof political financing areamenableto smplelegidativeremedies.
There should be more stress on the enforcement of afew key lawssuch as
those on disclosure, and less on the creation of an everexpanding universe of
dead-|etter rules.

Third, though considerations of space prevent mefrom devel oping thispoint,
thevaueof so-caled“ public-interest” |obbiesand“ civil society” organizations
intheareaof politica financereform frequently hasbeen overestimated. With
honorabl eexceptions, they havetoo often congtituted smal dlites, moreeffective
inblowingtheir own horns, in making unjustified claimsabout representing the
citizenry, andinfilling their cofferswith grantsthanin acting aseffective agents
of change. They havetended to advocate simplistic international codesand
remedies.
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Fourth, thereisan urgent need for investigationinto thefactsof palitica financing
by scholars, journaists, and—Ilast but not least—poaliticiansthemselves. This
appliesespecialy to devel oping democracies, in many of which the study of
politica financingisinitsinfancy. Suchinvestigationisnot merely amatter of
academic curiosity (important thoughthisis). Detailed and persistent scrutiny
often providesacrucial foundation for effortsto contain the abusesthat are
alwaysliableto occur wherever competitive el ectionsare held and organized
politica partiesexidt.
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CHAPTER TWO

POLITICAL FINANCE
REGULATION IN NIGERIA:
THE LEGAL FRAMEWORK

Udo Judello

INTRODUCTION

Theterm‘political finance’ can be defined asthe use of money or the use of
other material resourcesfor political activities. It embodiesthe sourcesor
meansthroughwhich politica activitiesare sponsored inagiven country. The
concept of political finance hastwo broad connotation viz money used for
€l ectioneering (campaign funds) and money used for political party expenses
(party funds).* There are some other formsof palitical finance but thesetwo
will formthebasisof our discussion becausethey form the bedrock of every
politica activity

Nigeriaisan emerging democracy and the sourcesand modesthroughwhich
political activity isfinanced bear heavily on the success of the democratic
process. Thereisacorrelation between the manner through which campaign
and party funds areraised and administered and the outcome of the el ection
and eventheoverall performance of the candidate sponsored by this process
when such a person emerges victorious. When funds are raised from
guestionable sources, thereisatendency that acandidate will oweallegiance
to such forcesthat put him in power. Placing no limitations on the amount
whichanindividud or acorporation can contributeto apolitica party alows
money bagsthe opportunity to hijack not just the party structure but to also
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corrupt thewhol e e ectioneering processwith money, makingit difficult for
theretoexist alevel playing ground for candidates. It makesthe processvery
expensive putting candidatesin moral jeopardy of stealing public money to
offset debtsincurred during avery expensive e ectioneering process. Itisa
viciouscyclethat perpetuates corruption and mal-governance.

In Nigeriatoday, sponsorship of apolitical party or candidateiseffectively a
busi nessinvestment, which theinvestor must recoup the moment hiscandidate
getsinto the public office. The very peculiar nature of our socio-economic
environment characterized by hunger andilliteracy makethe generd public
and indeed government agencies susceptible to manipulation by corrupt
politicianswho take advantage of inadequate electoral lawswhich createa
leeway to unlimited accessto political finance sufficient to destroy theelectord

process.

Thereisvirtualy nolimit to thefinanceswhich are currently availableto the
major political parties, and indeed virtually all the politica partiesin Nigeria
today. It doesgppear that financid strengthiswhat determineswhoissuccessful
inan eection. Thistrend destroystheintegrity of theelectora processwhich
ought to be capabl e of making today’swinners, tomorrow losers.?

Thedemocrati zation processin Nigeriahas constantly been encumbered with
graveimpediments. Thewill of the peopleit hasbeen argued hasnot really
been mademanifestintheresultsespedidly during‘ civilian-to-civilian’ trangtion®
asincumbent governmentsarerarely defeated dueto publicfundsmedeillegdly
availableto theruling party. Thisunderlinesthe need to appraisethe political
financeregulatory syseminNigeriawithaview toreformespecidly theenabling
laws.

Thispaper will attempt to concisely andysetheextant legd framework regulating
political financein Nigeria, highlight inadequacies or deficiencieswhilst
juxtgposing theregimewiththepalitica reditiesof our environment and proffer
suggestionsontheway forward drawing liberdly fromtheingtructive practices
of other emerging and * advanced’ democracies.
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THE ENABLING LAWS

A number of constitutional provisionsand |legidlative enactmentsrelateto
political finance. Because of the pride of placethat the constitution hasasthe
grundnorm, our analysiswill start with the provisonsof thecondtitutionrelating
to political finance. The constitution providesthe basic framework for the
implementation and the enactment of other lawsinthecountry. Thesupremacy
of thecongtitutionisfurther emphasised in section 1(3), which provides

If any other law is inconsistent with the provisions of this constitution,
this constitution shall prevail, and that other law shall to the extent of
the inconsistency be void*

Inother words, every other law inthe country must beinlinewiththeprovisons
of thecondtitution. It alsofollowsthat any inadequacy in the congtitution will
autométicdly taint theprovis onsof subsequent lawsinthesamesubject matter.

The1999 condtitutionin section 221 prohibitsany association other than politica
partiesfrom making political donations

The condtitution in section 225 providesasfollows

(1) Everypolitical party shall, at such timesand in such manner
as the Independent National Electoral Commission may
require, submit to the Independent National Electoral
Commission a statement of its assets and liabilities.

(2) Everypoalitical party shall submit to the Independent National
Electoral Commission a detailed annual statement and
analysisof its sources of funds and other assetstogether with
similar statement of its expenditure in such form as the
Commission may require

(3) No poalitical party shall-

(@) hold or possess any funds or other assets outside
Nigeria; or

(b) beentitled to retain any funds or other assets outside
Nigeria
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(4) Anyfundsor other assetsremitted or sent to a political party
fromoutside Nigeria shall be paid over or transferred to the
Commission within twenty-one days of its receipt with such
information as the Commission may require.

(5) The Commission shall have power to give directions to
political parties regarding the books or records of financial
transactions which they shall keep and, to examine the all
such books and records.®

The commissionwasa so empowered in subsection 6 of the above sectionto
audit theaccount of political partiesthroughitsstaff or professiona auditors.

The Commissionisfurther empowered by section 226 of the congtitutionto
prepareand submit areport onthefinancia account of the political partiesto
the National Assembly and are a so authorised to have unlimited assessto the
recordsof thepolitical parties.

TheNationa Assembly isempowered in section 228 of the 1999 condtitution
tomakelawsfor the punishment of any individua or party whofallsfoul of the
above provisionsand the disbursement of annual grantsto political parties.

TheElectoral Act 2002

Theprovision of thislaw coversvirtudly every processof electora activities
inthecountry.

Section 76 providesfor the oversight function of the Electoral Commission
over theactivitiesof thepolitical partiesand aso providesfor afine of N500,
000for non-conformity by any individua tolawful directivesby theCommission
incarrying out itssupervisory functions®.

Section 77 makes provision for afine of N500, 000 for the contravention of
sections 225 (3) (a) and (b) of the 1999 Constitution relating to ownership of
foreignasset by any political party and retention of any donationfrom outside
thecountry’.
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Section 78 providesfor period of time, which theannual account of apolitical
party should cover. It also empowered the Commissionto audit the account
of politicd partiesperiodically. ®

Section 79 makes provision for aseparate financial statement for election
expensesasprescribedin section 100° of the act not latter than 90 days after
thedection. Surprisingly section 100 of the Electoral Act hasno provision
whatsoever that rel atesto party financesit rather talksabout qualification of a
person who can contest el ections.1°

Any politica party that fail sto submit the audited return of el ection expensesis
guilty of an offence punishable on conviction with afine of N100, 000.

Section 80 makesprovisionfor thedisbursement of grantsto political parties
that are contesting dections. It providesthat 30% of thegrant shal bedistributed
equally among the politica partiesbeforetheeection and theremaining 70%
shall be shared among the political partiesafter theresult of the election has
been known, in proportion to the number of seatswon by each party inthe
Nationa Assembly™!.

Section 81 providesthat the National Assembly may makean annual grantto
political partiesand 30% of such grants should be shared equally among the
partiesand the remaining 70% shall be shared among the political partiesin
proportion to number of seatswon by each party inthe National Assembly.'?

Section 82 providesasfollows

No political party shall be eligible to receive a grant under section 93
unlessit winsa minimum of 10 percent of the total votes cast in the local
government election in at least two-thirds of the states of the federation.*3

Section 93 whichisreferred tointhe above provision hasno such provisions

Section 83 empowersthe Commissionto placethelimitation ontheamount of
money or other assets, which anindividual or corporate body can contribute
toapolitica party. Alsoit stipulatesfor arecord of dl contributors'
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The Companiesand Allied Matters Act forbids corporate organizationsfrom
making politica donations®

Theabove-mentioned provisonsif properly gpplied will inject somesemblance
of sanity inour political environment but that does not meanthat thereareno
roomsfor improvement.

Sation226' providesthat the commission shal prepare and submit theannua
report on theaccountsand ba ance sheet of every palitica party totheNationd
Assembly. The Nationa Assembly ismade up of partisan memberswho may
not befreefrom biasin considering thereports. Anindependent body made
up of non-partisan members should bein abetter position to review such
reports. The peculiar inclination of our politiciansto place selfish and party
interest above common good must not be overlooked

Itissubmitted that the penalty provided in sections 76, 77 and 78 of the 2002
Electora Act arenot stiff enoughto deter partiesfrom flouting the provisions
of thelaw. Mereimposition of finewithout more cannot adequately serveas
an effectivedeterrent. Thelaw should betightened to disqualify such aparty
fromtaking part inthegeneral elections. Our environment isoneriddled by
corruptionand fraud. Nigeriansarenotoriousfor triviaizing theprovisonsof
thelaw; it then becomes necessary that in other to save our democracy very
stiff pendtiesmust be prescribed for seriousoffences. The pendtiesasapplied
presently have not been ableto check the excesses of political partiesand
politicians

Theprovisionsof section 80 of the Electoral Act!’” which stipulatesthat the
grant givento political partiesshould be shared before and after el ectionsand
onthelatter instancein proportion to the seatsthepolitical partieshaveinthe
National Assembly destroysthe sole aim of the grant whichisto help the
political partiesespecidly thesmall onescontest e ection. Sharing 70% of the
grant after e ection to successful partiesempowersthe bigger partiesthemore
and doesnot promotefair and level playing ground.

Thisargument also appliesto the provisions of sections 81 and 82 of the
Electord Act®.
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Thereference madeto wrong provisionsin sections 79 and 82 portraysthe
cardessnessand  inefficiency of thedraftsmen and thelegidatorswho passed
itintolaw.® The Act in section 83 contradi ctsthe provisions of section 308 of
the Companiesand Allied Matters Act, which prohibits corporate bodies
from making political donations. Thisprovision of the Act amplifiesthevery
careless attitude of the draftsmen and creates confusion in the political
environment. Allowing corporate bodiesto make political donationwill open
up waysfor the sale of the seat of government. It creates room for money
politicsasseeninthelast eection. Till dateINEC hasnot placed any limitation
on theamount of money anindividual or corporation can donateto political
partiesalowing room for money bagsto hijack the political partiesand even
the government asseeninthedramawhichisunfolding in Anambra State.

TheProblem With Palitical FinanceinNigeria

Money isvery fundamental to theactivitiesof any politica party. Insufficient
financeswill crippleapolitica party and maketheminggnificant. Ontheother
hand unlimited accessto financetend to giveaparty an unjust edge over other
partiesand turnsthewhole processinto an auction wherethe highest bidder
wins. Thoughitisnotinal casethat thericher politica party winsbut thetruth
isthat it createsan unhedthy playing ground and hasatendency of corrupting
the processand the government. Themiddlelineisthe palitical syssemwhere
thepolitica partiesare equipped to reasonably contest and win election, and
inwhich money isjust one of thetoolsand not the only meansfor electoral
victory.

The Nigerian environment issaddled with the two extreme positions. While
some partiescan barely pay for their secretariat, othershave unlimited access
to funds capabl e of enabling them corrupt theelectora process. Many reasons
have been adduced to account for thissituation, chiefly amongst whichisthat
our electoral lawsare not adequate to check the excesses of the paliticians.
Accepted that thereisroom for improvement in our electora laws, itisonly a
part of the problem. Thegreatest problemwith political financein Nigeriais
that thelawsinforcearenot implemented. Thelndependent Nationd Electora
Commission in the last elections never implemented the lawsrelating to

-30-



The Legal Framework

disclosure. Nobody was questioned for retaining foreign donations. The
I ndependent National Electord Commissiondid not, contrary totheprovisons
of theElectora Act, placeany cap ontheamount of money any individual or
corporation could donateto politica parties. Thetoothlessnatureof therelevant
agenciesgave politicianstheleeway to flout the rules concerning party and
campaign finance. Theresultant effect wasthat the politica environment was
saturated with money and government, political partiesand politicsingenera
IS seen as the easiest way to make money. The economic hardship in the
country andtheopulent lifestyleof politician convinced thed ectorsthat eectora
processwas atime and meansto acquire wealth. Thus manipulationsand
rigging of al sortsoccured. Thewill of the peopleisnot reflected inthepolls.
Thusthe government, whichisnot elected by the people, cannot work for the
people® Democracy inthisenvironment cannot exist.

Another mode of seeing theimplementation of our political financelawsis
throughitigation and prosecution. Twoissuesareinvolved: civil and criminal.
Under the Electoral Act, oncecrimeisinvolved, thelaw placesaburden of
proof beyond reasonable doubt. Under section 144 of the Electoral Act?,
the Attorney Generd shall consider any recommendation madetohimortoa
tribunal by the Commission, with respect to whether or not to prosecute any
person mentioned in apetition.

Itisasotritethat non-compliancewiththeElectora Actisagroundfor eectora
petition. But the central issueiswho hasthelocusinthistype of case? Under
section 133 (1) of the Electoral Act,? an election petition can be presented
by one or more of thefollowing,

(a) acandidate to the election
(b) apoalitical party which participated in the election.

Thelistisclosed, hence, what becomesthefate of voter, aswasthe casein
Egolumv Obasanjo?. Theredtriction of locus standi has continued to impose
limitation on justice. To date, no recommendation for prosecution has been
given by any tribunal and ordinary Nigeriansare estopped from questioning
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theactivitiesof individualswho flout theruleson theground of locusstandi. A
libera interpretation of locus standi will favour the search for even handed
justiceinNigeria.

Theevilsof unchecked political finance haunt the government in that the
government, which isaproduct of aflawed el ectoral process, cannot offer
much to the people. Thegovernment will want to protect the statusquo, which
brought it into power, and thismakesreformsamost impossible.

ALOOK AT OTHER DEMOCRACIES

Fashioning and implementing adequate political financeregulatory systems
has been asource of concern and controversy theworld over. One accepted
notionisthat the peculiaritiesof every environment must beconsidered. As
such no palitical financelaw could be said to befool proof; what iscanvassed
isfor asystem that can guarantee reasonabl e transparency and competition
amongst politica parties.

TheUnited States

Inthe United States, acap is placed on the amount of money any individua
can contributeto apolitical party and the parties must disclosethe source of
such donation. The maximum donation anindividual can giveto apolitical
party or candidateis$1000 an equivaent of about N140, 000in Nigeria. For
any donation, which isabove $200, the name, addressand other information
about theindividua arefurnished by the party to therelevant agency.

ThispracticeintheU.Sisinrelationto federal eection. Therespective states
intheU.Shavevariouspalitica financelaws, someof whicharesmilar tothe
federal law. Theinformationrelating to donationsaredisclosed or filed with
therelevant agency by poalitica partiesand Politica Action Committees(PAC)
who raise money for candidates. The efficiency of this system isfurther
guaranteed by the strict enforcement of sanctionson defaulters. The practice
of disclosurehasalot of advantagesamongst which are

(& Disdlosurefacilitatestheenforcement of campaignregulaionand heps

to check corruption
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(b) Itincreasesaccountability
(c) A transparent system engenderstrust
(d) Disclosureenablesapality to better understanditsregularities.

Rose Ackerman notesthat ademocratic political system must find away to
finance political parties without encouraging the sale of politicians to
contributors® . The practice of placing limitations on donationsby individuas
clearly achievesthis. The Americanshavetaken astep further intheir bid to
establish atransparent political finance system with therecent bill sponsored
by Senator Russell Feingold et a. In America, itiscalled, the Clean Money
Campaign.

Clean Money Campaign Reform offersanew gpproach tofinancing eections
by providing candidatesan dternativeto soliciting specid interestsor spending
personal funds to run for public office. Under CMCR, candidates who
voluntarily reject private money and limit their spending receiveafixed and
equa amount of campaign funding from apublicly financed fund.

American votersare angry about the exi sting campaign finance system and
want to seeit completely overhauled. They believethat electoral campaigns
have become too expensive, specia interests have too much influence,
candidates spend too much time chasing money, good peoplewho lack money
or connectionsdon’t haveafair chanceto competefor office, and thereare
too many loopholesfor bigmoney todip.

Instead of having to woo fat-cat contributors, potential Clean Money
candidateswould have to woo the public to collect apredetermined number
of small donationsto demonstratereal constituent support. And oncethey
receivetheir Clean Money financing, they would not beraising or spending
any privatemoney whatsoever. Asaresult, grassroots candidatesand el ectoral
codlitionswouldfinaly be ableto compete onan equal footing onthebasisof
program, ideas, party affiliation and leadership ability, not money. A number
of statesin Americahave adopted thispractice.
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ThePhilippines

Lawsonfinancia contributionsrefer specificaly toeections. They aresilent
oncontributionsto politica partiesnot related directly to e ections. Therelevant
law on electionsisRepublic Act 7166 passed in 1991. Partsof thislaw were
amended in RA9006 passed in July 2000. COM EL EC resol utions 3636 and
4170 promul gated just beforethe May 2001 provideimplementing rulesand
regulations. Theselawsare so strict that if they were observed, candidates
would haveto self-finance campaigns. Contributionsfromthefollowing are
explicitly banned by the COMEL EC:%

1.

Publicor privatefinancia indtitutions. (Thisind udescontributionsfrom
all banks, though legitimateloansaredlowed.)

Operatorsof publicutilitiesor holdersof licensestoexploit thenation's
natural resources. (Thiswouldincludeall mining, logging, and deep-
seafishing companies, and operatorsof public utilitieslikeelectric
companiesand transport enterprises.)

Suppliersor contractors of goods and servicesto the government.
(Thiswould cover virtudly al the big construction companiesengaged
in infrastructure, construction or contractual supplies to the
government.)

Recipients of franchises, incentives, exemptions, allocations,
concessionsor Smilar privilegesby thegovernment. (Thiswould cover
virtually all themajor franchises, concessionaresetc. aswell asradio
and television companiesinsofar asthey need afranchiseto usethe
airwaves, and all beneficiariesof tax exemptionsand other forms of
incentives)

Beneficiaries of loans or other forms of accommodations by the
governmentin excessof P100, 000.

Educationd indtitutions, which havereceived public fundsin excessof
P100, 000.

-34-



The Legal Framework

7. Government officialsand employees, and members of the Armed
Forcesof the Philippines. (Thiscoverspracticaly everybody working
ingovernment.)

8. Foreignersand foreign corporations. (Thiswill dso cover dl Filipinos

living overseaswho have acquired foreign citizenship)

Candidatesfor president and vice president can spend P10 per registered
voter. Their parties can spend acounterpart fund of P5 per voter. With 35
millionvoters, the presidential candidateand hisparty can spend P525 million
(roughly US$10 million at 2001 exchangerates). Other candidatesared lowed
to spend only P3 per voter. Thus senatorial candidateswho run on anational
level areallowed to spend P105 million. Independent candidates are alowed
to spend moresince candidates' partiesare allowed to spend another P5 per
voter per candidate.

Thereisno statefinancia support for candidatesand parties. The closest that
might be considered * support’ istheprovisioninthe*Fair ElectionsAct’
(RA9006) passed in 2000 for the COMELEC? to buy mediatime and space
for theuse of candidates.

Every candidate and treasurer of the political party must submit within 30
daysafter eectionday a“full, trueanditemized statement” of al contributions
and campaign expenditures (RA 7166). The statement must contain:

*  Amount of contribution, date of receipt and thefull nameand address of
the contributing person or organization;

*  Amount of expenditure, thedatefull name and address of the personto
whom the payment was made and the purpose of the expenditure; and

* Anyunpaid obligation, itsnatureand amount and to whom said obligation
isowed.

* Under theFair Election Practices Law (RA9006) passed February 2001
which lifted the ban on political advertisements, contractsfor the use of
mediafor politica advertisementshaveto besubmitted tothe COMELEC.
(Adversario:2001)

-35-



Political Finance and Democracy in Nigeria

Inspitethese provisions, the Electoral Agency hasnot been abletoimplement
thelaws. The cost of campaigning isrising every day and the process cannot
be said to be transparent.

South K orea

The current regulation regime of political financelargely centersaround the
power and functionsof theNationa Election Commisson. TheNEC regulation
ismainly compaosed of two eements: (1) fisca reportsmadeby parties, support
groups, and candidates, and (2) investigation into campaign activitiesand
political money flow. Firgt, thePoalitica FinanceLaw requiresdl parties, support
groups, and candidatesto submit their annual fiscal reportsto the Nationdl
Election Commission by February 15 ineach year. In addition totheseregular
reports, they are also required to make el ection campaign reportswithin 30
daysafter theeection - presidentia candidatesreport within 40 daysafter the
eection. Fscd reportsshouldindudethelisting of properties, listing of incomes
and expenditures, rece pts, and CPA’sexamination summary.

Thefirg problemwiththefisca reportisthat reported materidsarenot available
for thorough examination by the public, academics, and relevant NGOs. Access
to reported materid sisquitelimited. Relevant materid sareopento the public
only for three monthsand photocopying of materialsarerestricted evenduring
that period Another problem with the current reporting systemisthat lists of
contributorsare not avail ableto public investigation even though they are
includedinthereported materias. It congtitutesamajor barrier to enhancing
trangparency of political financeflow.

The other major aspect of regulation isex post facto investigation. After
reviewing reported materials, morethan onethousand NEC officialsalong
with RS (Internal Revenue Service) officia sconduct in-depthinvestigation
into improper use of campaign money andillegal activities. Over aperiod of
four monthsfollowing the 2000 election, the NEC officia sinvestigated the
fisca documentsand campaign activitiesof 658 candidates. They evenlooked
into account booksof publishing companiesand political marketing firmsin
severd didricts. Theinvedtigation haseventudly led toreferra sof 27 candidates
and 69 campaign bursarsfor criminal prosecution.
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Crimind investigation referred by the NEC hasoften led to severe punishment.
For instance, seven membersof National Assembly lost their seatsasthey
wereconvictedfor illega campaignsand improper useof political money after
the 1996 parliamentary election. Another thirteen memberslost their seats
after being convicted for illegal campaign practices after the 2000 el ection.
Thisseemsquite asevere sanction against politicianswhen compared to the
situation in Japan and United States. For the 1997-2000 period, not asingle
member of the US Congress haslost hisor her seat on charges of unlawful
campaignandillegal campaign funding practices. In Japan, only threemembers
of theNational Diet havelost their seatsfor campaign fund-related charges
during the period. If welook at fiscal report observation and ex post facto
investigation, the Korean NEC seemsquite powerful. It'sindependenceis
guaranteed by the constitution. Appointment of the ninemembersof theNEC
council isequally shared by the President (three), National Assembly (three)
and the Chief Justice(three). The NEC hasadequatelegd authority necessary
for effectiveenforcement. It includesauthority toinvestigatefinancia reports,
andto makereferrasfor criminal prosecution. 2

In spite of the checksplaced on palitical party, electionin Koreaisstill very
expensive and not entirely transparent. The Government has introduced
subsidiesfor politica partiesand limitation on contributionsmadeto parties
and candidates. The dedication of relevant agenciesin Koreain oversight
function over party financesishighly commendable.

Lessonsfor Nigeria

Palitical financelaw can never be perfect. Every democracy hasitsownraging
debate onwhat should bethe standard. If thewill of themgority isreflectedin
the outcome of €l ections, then the system should be given apassmark. There
isawaysaproblem with whatever manner of electoral law established by any
country. The American system of disclosureiscriticized asnugatory tothe
practice of secret ballot in that when the name of acontributor is published, it
becomes public knowledge that he has supported aparticul ar candidate and
alowsroomfor intimidation if the candidate who winsdecidesto evenwith
individua sthat supported other candidatesfinancialy.
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Government provision of subsidy for political partiesisalso riddled with
government beaurocracy. Theremaybe cases of delayed release of fundsand
unfairnessin disbursement of funds.

Placing capson donationsto political parties, nobleasit may sound, isvery
hard toimplement sincepaliticiansarevery good at exploiting loopholesinthe
law. Bethat asit may, thereisgenera consensusthat unregulated political
finance can destroy the foundation of democracy.

Oneof thebest meansof ensuring trangparency in palitical financeisthedtrict
implementation of therelevant laws. Thereistheneedto giveeffect tothelaw
irrespective of how inadequate they may be. The number of members of
parliament in Koreawho lost their seatsfor contravening thecampaign finance
rules portrays anation that respects the rule of law. No matter how good
reformsare, they areworthlessif not implemented.

Reform takestimeto achieveimpact. America’ sdisclosurelawshave been
operational for 25 years; we should not expect to have oursas efficient as
theirsinaflash. Wemust bewilling to experiment with reformin other to build
ardiablepalitical financeregulatory system.

RECOMMENDATIONS

1. The composition of the INEC must be reviewed to ensure
independenceand efficiency. The practicein Koreawhereby the Chief Justice,
the President and the Nationa Assembly each nominatethreeout of thenine
membersof the Electora Commissonisadvocated. Thefinancia independence
of the body must also be guaranteed by the Constitution and strictly
implemented. Thiswill enablethebody to havetheteethto biteespecialy in
their oversight function with repect to political finance.

2. The provisonsof section 83 (2) % should be amended to provide for
the submission to INEC of the list of contributors and the amount they
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contributed by politica partiesand candidates. It should a so beenough ground
todisqualify aparty or acandidatefrom participatingin futureeectionsif such
apersonfasdfiesor refusesto furnish therecords.

3. Section 133% should be amended to allow electors and indeed any
other interested party to challengethe outcome of e ections. Contravention of
election financerulesshould not just be sanctioned by finea one but should be
enough ground for thee ectora tribunasto annul electionreturns.

4, Grantsto politica partiesto help themwith their electoral campaign
should be shared equally between the partiesbeforethedections. Withholding
some part of the grant until after election defeatsthe aim of the grant. The
provisionsof section 81 of the Act should beamendedin thisrespect.! Section
82 of the Act should be amended to provide for equal share of the grants
among operationa politica parties. Thiswill enablethesmaller partiesto have
enough resourcesto build up structuresand will remove the undue advantage
presently enjoyed by thebigger parties.

5. INEC shouldimmediately placealimit ontheamount of money any
individua or corporationisallowed to donateto aparty. The present practice
intheU S, which placesthelimit of donation by anindividual at $1000, is
instructive. Section 308% which prohibit corporations from making any
donation should bedtrictly implemented not just to protect the seat of government
but also to save the shareholdersmoney. It should aso be made aground for
thewinding up of acompany.

6. Perhapsthe greatest reform to our political financelawsisthestrict
implementation of thelaws. Theremust bethepolitica will by the appropriate
authoritiesto give effect to thelaw.

7. The Clean Money Campaign aspresently practiced by somestatesin
Americashould be adopted and experimented.
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CHAPTER THREE

POLITICAL FINANCE IN NIGERIA:
A POLICY AGENDA FOR REFORM

Uche J. Emelonye

INTRODUCTION

Thispaper seeksto explorethe concept of political finance, through aglobal
vistabut with areformatory emphasison the Nigerian polity. It attemptsto
conduct ahistorical survey into political financein arepresentative cross-
section of world democracies, looking at political financelaw, policy and
practiceaswell asattemptsat reform.

The comprehensive picture so obtained will then be juxtaposed with the
Nigerianredity by so doing providing aconceptua framework withinwhich
the phenomenon of political finance may acquire some much overdue
expediency. Itisaso hoped that suggestionsfor reform proffered will request
acontributiontotheimpending review of palitica financeregulationin Nigeria

Morethanany dectioninNigeria schequered palitical history, the2003 netiond
€l ectionswas determined by how much money candidateshad. The electoral
process has become so expensive that only therich or those dependent on
rich backerscanrun.

Thereisalso thedisturbing trend of questionabl e business people backing
candidateswith‘grey money’ . Thismeansthat qualified candidateswithout
money and without the endorsement of a‘ god father’ are priced out of the
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racefor public electora office. And even when comparatively honest people
dorun, they haveto spend so much money to match thefinancia exuberance
of opponentsthat they inevitably become corrupt in their quest to recover
expensesor return thefavour of over-optimigtic‘ godfathers .

In Nigeriawhere compliance with and enforcement of administrativelaw is
endemically lax, previous perfunctory attempts to prevent the
‘commerciaisation’ of palitics, havelargdy failed.

Thepertinent question at thisstageis* what ispolitical finance?Michagl Pinto-
Duschinsky offersadefinition of thebroad subject as'‘ theuse of money or the
useof other material resourcesfor political purposes'*

This definition, while capturing the essence of the concept does not
acknowledgethemultiplicity of waysinwhich money may beused toinfluence
politics. It also shiesaway from explicating theambitsof theword ‘ political’.
What the present author advocates hereis not a semantic description but
rather aclarification asto construction of thetermwhen it comestoforeign
contributions. For exampleinlsradl, thedefinition of *political’ isnarrowed
suchthat foreign paymentsfor * technica assstanceandtraining’ arepermitted.
Suchtermsastechnica ass sance may beguisesfor more partisan contributions
with palitical motives Richard Bissell, asenior officid of the Centra Intelligence
Agency (CIA) enumerates some of the ways in which the United States
government triesto influence palitica outcomesincluding support for private
organisations, businessfirmsand covert propaganda.®

Thereforeadefinition of politica finance shouldincludethefollowing aspects

which Pinto Duschinsky subsequently identifiesinhisarticle:

» That politica financeisafesature of non-democratic, aswell asdemocratic
regimes.

» Theexpenditure on elections and partiesis only apart of amore far-
reachingissue. Politica funding can befor activitiesranging fromlobbying,
propaganda, support of interest groupsto blatant bribery.

» Thattheregulaionof palitica financeishindered by theplurdity of avenues
of obtaining and using money for palitica ends.
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Until recently, researchinto political funding has concentrated onalimited
number of advanced democracies, especially the USA; indeed “ far more
booksand articles have been and are being published on political financein
the United Statesthan all other countries combined” . American political
scientist, JamesK. Pollock iscredited with thefirst qualitative publication on
the subject when he published acomparativevolumein 19325 Sincethen the
International Political Science Association (IPSA), research committeeon
politica finance hasremained the centre-point of internationd research onthe
subject.®

POLITICAL FINANCE: REVIEW OF GLOBAL BEST PRACTICES

Political finance hasbeen responsiblefor shiftsin politica patternsthrough out
theworld. It hasbeen responsiblefor ideological defections, embarrassing
resignations, corruption, scanda sandinthe extreme, anarchy.

In Africa, it isasecretive affair, shrouded in mystery and silence, which
orchestratesthe political gamefromitscryptsin the underground strata of
socio-palitical consciousness. The politicsof splits, defections, violenceand
subterfugewhichit generates have taken over governancein many African
countries, not theleast in Nigeria. The paradox, however isthat in Nigeria,
money in politicshas not been fully recognised asanissueworthy of public
debate or legidative review, hence the unsurprising dearth of academic or
popular literature onthe subject.

US FEDERAL CAMPAIGN FINANCE LAW

Thereare separate systemsfor financing el ectionsto federa offices (House of
Representatives, Senate and Presideny) and el ectionsto city, county and state
positions. The Federal Electoral Commission (FEC) is the independent
regulatory agency inchargeof administering and enforcing thefederd campaign
financelaw. Thissurvey concentratesonthefinancing systemfor electionto
federal offices; with afocuson thefollowing aspects of federal campaign
financelaw:
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» publicdisclosureof fundsrai sed and spent toinfluencefederd eections,

* restriction and prohibition on contributions and expenditures made to
influencefederal eections; and

» thepublicfinancing of presidential campaigns.

Theneed for campaign finance reform was recognised asearly as 1905 by

President Theodore Roosevelt who called for aban on corporate contributions

topolitics.” Following ahigh profile campaign, the US Congress enacted a

seriesof statutes between 1907 and the late 1960s that were cumulatively

ameda:

* limitingthedisproportionateinfluenceof corporateand labour unionmoney
and socid interest groups on the outcome of federal eections.

* limiting spendingincampaignsfor federd office.

»  making disclosureof campaign financesmandatory.

In 1971, Congress enacted the Federal Election Campaign Act, which
effectively consolidated previouseffortsat reform. Thenew statute established
more stringent disclosure obligationsfor federa candidates, politica parties
and politica action committees (PAC). These changes could not stop reports
of widespread financial abusesinthe 1972 presidential e ections, prompting
further amendments. 1974 saw theintroduction of limitson contributions by
individuas, political partiesand PACs. The 1974 amendmentsa so established
the Federal Election Commission (FEC), anindependent agency ‘to enforce,
facilitate disclosure and administer the public funding programme’ . The FEC
hassix voting cross-party members gppointed by the President with the consent
of theUS Senate.

The Congress made further amendmentsto the Federal Election Campaign
Actin 1976 following the Supreme Court case Buckley v Valeo inwhich the
court madealeap of logic to declarethat spending money toinfluencedections
was ‘free speech’ which was protected by the constitution and therefore
beyond legidative control. In 1975, the FEC administered thefirst publicly
funded presidentia electionin America. Therewerefurther amendmentsin
1979 aimed at streamlining the disclosure process and expand the role of

politicd parties
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THE CAMPAIGN FINANCE LAW

TheFederal Election Campaign act coversthefollowing aress:
-Disclosure

-Contribution limitsand prohibitions

-Independent expenditures

-Corporateand union activities

-Politicd party activity.

» Disclosure

The FEC ‘ requires candidate committees, party committee and PACstofile
periodic reportsdisclosing themoney they rai seand spend. Candidates must
identify, for example, all PACs and party committees that give them
contributionsand they must identify individua swho givethem morethan $200
inayear. Additionaly, they must disclose expenditures exceeding $200 per
year toany individual or vendor.’®

» Contributionlimitsand prohibition.

Thereiscurrently nodirect or indirect public financing for the US Senate or
House of Representatives. However, the election law imposes limits on
contribution by individualsor groupsto candidates, party committeesand
PAC.

Contribution and expenditure by certainindividualsand organisationsare
prohibited by federal electord law. Suchindividua sor organisationsherewith

prohibited are:

» Corporations;

* |abour organisations;

» federa government contractors; and
» foregnnationds.

no one may make acontributionin cash of morethan $100.9°
Toavoid evasion of the above prohibitions, there are enforcement safeguards:

* Independent expenditures.
Under federal electoral law, an individual or group may make unlimited
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(independent expenditure) in connection with federal elections. For this
purpose, an independent expenditureisone ‘ for acommunication which
expressy advocatestheelection or defeat of aclearly identified candidateand
whichismadeindependently from the candidatescampaign.” To beconsdered
independent, the communi cation may not bewith the co-operation or blessing
of the candidate. There is however a requirement that persons making
independent expendituresreportssuch expenditureand the source of thefunds
uwlo

» Corporateand Union activity

Although corporationsand labour organi sations may not make contributions
directly in connection with federal eections; they may set up Political Action
Committees[PAC], which arevoluntary groups of officersand members.
Thesearethen alowed to raise voluntary contributionsfromindividualsto
support federal candidates so long as corporate money is not given to
candidatesinthisway.™

» Political party activity

Party committeesmay contributefundsdirectly tofedera candidates, subject
to certain limitsand must register and file disclosure reportswith the FEC
oncetheir federal election activities exceed aprescribed threshold.*?

PUBLIC FUNDING OF PRESIDENTIAL CAMPAIGNS

Under theU.S. Internal Revenue Code, qudified presidentia candidatesreceive
fundsfromthe Presidentia Election Campaign fund, whichisan account on
thebooksof the UStreasury, financed exclusively by a* voluntary tax checkoff’ .
Themethod involvesindividual sticking abox intheir tax returns, thereby
directing $3 of their tax to thefund. * Checking’ thebox does not increasethe
tax theindividual owes, neither doesit reducetheir refund. What it smply
doesistodirect that onedollar fromthe US Treasury be used in Presidential
elections®

Thefundsso gathered are distributed under 3 programmes:
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Primary Matching Payments

Under thisscheme, eligible presidential candidatesmay receive public funds
tomatch the private contributionsthey raise. Only contributionsfromindividuas
arematchable and whilean individual may giveup to $1,000to aprimary
candidate, only thefirst $250ismatchable. In order to quaify, candidate must
‘ demongtrate broad-based support by raising morethan $5,000 in matchable
contributionsin each of 20 different states’. Candidates must agree not to
spend morethan $50,000 of their own money in connection withthecampaign.
Thereisan audit of each candidate’ s accounts by the commission after the
campaign.*#

General Election Grants

TheRepublican and Democrétic candidateswhowintheir parties nominations
for president areeach eigibletoreceiveagrant to cover all expensesof their
genera election campaign, onthe condition that they must agreenot toraise
private contributionsand also that they limit their campai gn expendituresto
the amount of public fundsthey receive. The basic $20 million has been
increasingly adjusted toreflect inflation. In 1992, thegrant was $55.24 million.
Minor party candidatesmay qualify for partia eection funding following the
election, based on their party’ selectora performance. Thereisa so an audit
requirement after the el ection by the Commission.®

Party Convention Grants

Each mgjor political party may receive public fundsto pay for itsnational
Presidential nomination convention. From abase amount of $4 millionfor
each party, theamount roseto $11.05 millionin 1992. Smaller partiesmay get
helpwiththeir convention, provided that their nomineesreceived at least 5%
of thevoteinthe previouselection.

DISCLOSURE REQUIREMENT
Oneof themost important aspects of US election law istherequirement for

disclosure. The Federd Election Commiss on spendshugeresourcesinensuring
that reportsof all federal campaign activity areavailableto the public quickly
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and completely. Reportsfiled by candidates, party committeesand PACsare
availablefor inspection and copying in the Commissions Public Records
Office¥

In addition to campaign finance reports, the Public Records Office holdsthe
fallowinginformetion:

o datistical summariesof reported campaign activities,

» FECadvisory opinion; and audit reports;

» Filesonclosed enforcement actions,

e Persond financia statement filed by presidential candidates;*®

POLITICAL FINANCE REFORM: THE LATIN AMERICAN
EXPERIENCE

Democracy in Latin America, according to Carlos Fuentesisdefined asa
systemto deliver welfarefor the mgority, rather than aset of rulestoform
governments . Itisnot surprising thereforein thelight of thispragmatic and
functiona consciousness, that public opinionon palitica financeisput firmly in
the shade. And without the pressure of high decibels public opinion, the
prospectsof effectivepalitical reformarelimited.®

Sincetheearly 1980's, democracy in Latin Americahasattracted consderable
scholarly attention. Thiscoincided with thedemocratization of many previoudy
dictatoria regimesintheregion. However, therewasamisplaced attention on
‘democratictrandtion’ and‘ consolidation’. Therefore, ‘ interest inthe study of
electoral campaigns, the organisation of political partiesor theworkings of
congressiond activity hasbeenrelatively scarce’ 2

Thisisbecauseinapolitica sygsemwhere* socid movementsand activecitizens
arefavoured over palitical partiesand electors’, adebate on thefinancing of
politica partiesand dectoral campaignsbecomesamogt insignificant.?

Howbeit, Edwardo Posado-Carbo opinesthat * aseriesof scandalsrelated
tothefinancing of eectora campai gnshave sparked amovement for political
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reform throughout thewholeregion.” Thisconcernwith corruption and its
effect on democraticlegitimacy, aswell asapre-occupation with the concept
of ‘fair electoral competition’ hastriggered afreshimpetusin the debate on
politicd finance?

Thereault of thisisanew fledgling body of literature onthefinancing of politics
intheregion, thusproviding acomprehensive picture of the prevalent legal
frameworksin different partsof theregion. It aso providesaninsight into
funding challengesmet by recent democratic processesand aresearch agenda
(on election costs and sources of political money) that merits further
development.?

AsinAfricaand Nigeriain particular, thereform movementin Latin America
isprimarily conceived asawar on corruption. To compareit thereforeto the
Western model istoidentify differencesborn out of socia consciousness of
the peopleand varyinglevelsof political development.

Inthisvein, it should be noted that Colombiaisoneof thefew countriesinthe
region that has not experienced military dictatorship. Thishashad animpact
onthe nature of the democracy that hasemerged in the country, especialy a
‘higtorically contradicted and undervalued principleof politica representation.
This was aptly summed up by Laureano Vallenilla Lanz as Cesarismo
Democratico’ (Thedemocratic Caesar) Thisisconstructed asexpression of
thewill of themgjority’ and‘ themanifestation of socid equdity under aleader’

The Colombian, Alberto Lleras Camargo favoursaminimalist definition of
democracy inwhich, * elections, parties, congressand political libertieskept
theupper hand. This*ideathat political libertiesand thereforerepresentative
democracy were meaninglesswithout deep socio economic changes was
reiterated by many scholarsintheregion.®

By the early 80's democratic regimes only prevailed in four countries-
Colombia, CostaRica, Venezuelaand Mexico. Thissituationinformed John
Pdllers sview that Latin America‘ wasnot hospitabletoliberal democracy’
Accordingto Terry LynnKarl, ‘ grosseconomic disparitiesgreatly contributed
to Latin America spast democraticfalluresand despitethe current complacency
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regarding democracy’sthird wave, they arelikely todo so again’ %/

Thefamiliar complaint isthat ‘ democracy isfundamentally flawed unlessit
involvesmgor socio-economic change . 2 However, Edwardo Posada Carbo,
did not advocate for ademocracy without asocial obligation to poverty and
devel opment concerns. According to him, what modern democracy hasoffered
‘ isanarrangement —aset of ingtitutionsand procedural rules- through which
those problems could betackled in complex societies . The namesfor these
central elementsof representation which are neglected by aternativemodels
of democracy arepolitical partiesand €l ections.®

Partiesand el ectionswhilein an advanced state of development in the West,
did not grow naturally. ‘ It historically underwent asort of rite of passage’.
What isneeded thereforein the L atin American Situation has beenidentified
by Seymour Martin Lipset asthe* creation of asupportive culturethat fosters
the acceptance of all the rules and proceduresthat have made them work
towards an effective and stable democratic order’ *

POLITICAL REFORM: A COLOMBIAN EXCURSION.

Inaclimateof opinioninwhich substantive notionsof democracy prevail over
procedurd ones, * debating partiesand their organi sation may not beconsidered
apriority in the face of other issues, such as unemployment, health and
education. Posada-Carbo points out that, a public mood favourable to
participatory democracy isusualy accompanied by indifferenceor hodtility to
parties. Theresultisthat political reformsare abandoned to politicianswho
aregenerdly unwilling to carry out changeor partisan reform movementswith
varying agendasthat are detrimental to party structures’ 3!

Fromitsinception, the Colombian democratic regimehasemerged fromacodition
between Liberdsand Consarvatives. Althoughit survived thewaveof dictatorship
that swept theregioninthe 1970's, the Colombian * representative democracy
underwent aparadoxica processof legitimisationamongintellectuas . 1n 1988,
whenareform movement wasat full seam, President Virgilio Barco proposed
* that Colombiansshould movefrom representative democracy to participatory
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democracy. Thisbecametheessential political philosophy that informed the
adoption of the new congtitution in 1991.3While redefining the notion of
Colombian democracy, the 1991 constitution introduced aset of new eectora
ruleswith the aim of undermining an dready fragiletwo-party system. It also
introduced thefinancing of theelectoral campaignsand ordinary activitiesof
partiesand movements by the state.*

Therewasaninitial period, following theimplementation of the new rules
when the system was perceived to have regained some relevance.
Unsurprisingly the new constitution did not proveto betheelixir that was
hoped. Onthecontrary, it seemed to aggravate the problems of the country.
The party system * continued atrend towardsitsfragmentation, whilethe
representativeingtitutions becamefurther discredited.

1994 saw the serious scandal of money from the drug cartelsgoing into the
fundsof theLibera presidential candidate. Thisplunged the country into a
deep crisiswhich encouraged an open and far-reaching debate on thefinancing
of politicsand the need for theintroduction of further reforms.®

A report produced by anindependent commissionon palitical reform suggested
inter aliathat the statefully financesall presidential campaigns. But these
proposa swent unheeded and received no congressional backing. Theresult
wasthat with the 1998 el ectionslooming and in spite of the scandal and the
ensuing debate, ‘the legal regime on the financing of politics remained
untouched' .

Sincethen there have been severa attemptsat reforming political financein
Colombia. The Pastranagovernment which took officein 1998introduced a
comprehensive project of political reform to the congress but anumber of so
called independent congressmen expressed their dissatisfaction with the
proposals, arguing that the reform project did not tackle fundamental issues
for thecountry likesocid justiceand unemployment. Thisemphasisongtructura
socio-economic changes, diverted interest from the reform of the el ectoral
systems and organi sation of parties; leading to the collapse of thereform
project.®’
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The Pastrenagovernment al so attempted to raise publicinterest in political
reformwithaproposd for areferendum. But ‘intheface of mounting opposition
from Congress which threatened to destabilize the regime, the president
withdrew the proposal for areferendum. Subsequently, some members of
Congresscommenced aninitiativefor reform, which wasvoted down by the
senate.®

Asadlternative modelsof democracy gained intellectua and currency, political
partiesand the very notion of the party wereabandoned ascentral democratic
actors, leaving a‘formally stable and institutionalised party system whose
gradud disintegration hasgone handin hand with theintellectua abandonment
of representativedemocracy’ . *

STATE FUNDING INLATINAMERICA

Latin American countrieshave shown atrend towardsstatefunding for politica
activitiesand parties. Scandalsof corruption have encouraged public debate
and instigated new legidation. Thefear that money fromtheillegal narcotics
trademight infiltrateinto politicshasbeen aconstant fear intheregion. This
has become more pronounced as consultants, opinion pollsand the mass
mediahave swelled the cost of e ection campaigns. It hasnot a so been helped
by the deepening of democracy with the number of electionsin countriesof
theregion ontheincrease.”°

In spite of theinsight provided by scandals, thereal cost of €l ectioneeringin
L atin Americaispredominantly unknown. The 1994 presidential electionin
Colombiawas estimated at costing * US$32 million” which representsa
considerableleap in comparison to previousel ections.

Although anauthoritativeview onthesubject would require systemetic research,
it gppearsthat dectionsin Latin Americaaregetting ‘ impossibly’ expensive. It
isnot just therising coststhat worry observersand academicsdike, but ‘the
lack of knowledge of wherethe money iscoming from’ 4
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‘Fear of the corrupting influence of big donors, from both legal
andillegal sources, in an atmosphere of increasing campaign costs,
have perhaps been the major driving force behind a new wave of
regulations related to the financing of political parties and
elections 4

The pace of these changesvary from country to country but essentialy include
“norms about disclosure, electoral authorities, accessto media, limitson
expenditures and private donations, or public subsidies “

Publicfunding of partiesisnot entirely new in Latin America, havingfirst been
practised in Costa Ricaand Argentinain the 1950’s before most Western
democracies. But until recently, very little attention hasbeen paid to the effect
of public funding onthe political systemsthat have adopted them. According
to Jonathan Mendilow, public party funding iscapableof generating fundamental
changes such asmay |lead to therestructuring of theentire party system. The
case study in this case was Israel where it was adopted to bridge the gap
between partiesand votersbut ‘ had the opposite effect’ +°

ThusIngrid van Biezen concluded that ‘in ademocratizing polity inwhich
excessvegtatefundingisintroduced when politica partiesaredtill intheearly
stagesof devel opment, the closelinkage with the state may haveremoved one
of theincentivesfor partiesto establish amore structural relation with civil
society’ 4

Also asseenintheexperiencesof Germany and Italy, state generosity inthe
financing of politicsisnot adeterrent to corruption. It hasa so had theunintended
consequence of widening the divide between partiesand electors. It should
therefore benoted that aregimeof palitica financingisneither theonly nor the
most important variablein explaining the nature and organi sation of parties.
However, in conjunctionwith other variables, political financing arrangements
could weaken or strengthen party organisations and affect the way they
operate.*’

Without pressurefrom public opinion, therulesgoverning political activities
will beignored by the politiciansand when they do make ha f-hearted attempts
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at reform, itismostly to makeit more beneficial for themselves. Professor
JW. Jenks' observation aptly describesthem; * no man better understandsthe
motivesthat guidemenindaily lifethanthe politician; and no man usesthis
knowledgeto accomplish hisown purposeswith greater skill thanhe . Therefore
‘any attempt to understand and reform therole of money in politics should
awaysbear thisinmind %

POLITICAL FINANCE ININDIA.

After gaining independencefrom Britainin 1947, Indiaadopted awritten
democratic and republican constitution in 1950. The primary features of the
new congtitutionincluded;

‘universa and equd citizenship, fundamenta rightsencompassingthe
usual democratic rightsand freedoms, parliamentary democracy,
universal adult franchiseand free and fare el ectionsadministered by
an independent election commission, and adefacto federal system
consgting of (now) 28 gateswith datelegidativeassembliesinaddition
to abicameral Union (Central) parliament, the lower house (L ok
Sabha) of whichiselected onthe basisof asingle-member district,
simpleplurdity system, upper house (Rajya Sabha) representing the
statesfairly proportionately, and whose members, for each state’'s
contingent, are el ected by proportional representation by an electora
collegeof membersof parliament and membersof thestatelegidature
of the state concerned' %

ElectionsinIndiaaregiven legitimacy by Article 324 of the constitution of
India, under the * superintendence, direction and control’ of the Election
Commission of India, whichisanindependent constitutional body. Over the
past five decades, € ections have been conducted in amanner that hasbeen
generally accepted by most indiansto befreeand fair.®

The conduct of electionsin Indiaisgoverned by the Representation of the
PeopleAct (RPA) of 1951. Thislegidation put aceiling on eection spending
by candidatesthat isregularly revisedinlinewithinflation.>
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The candidatesfinancethemsalvesby salf-hel p or from donations. Until they
were banned in 1969, private sector donations to political parties were
acceptable, so long ascompany donationswere declared in the company’s
accounts. But unlikethe United States, ‘ therewere no limitson contributions
to political partiesor candidates, either on the donor or the recipient, except
for certain restrictionson companies(after 1985, not morethan 5% of average
net profit over the past threeyears)’ >

However, withrignginflation andincreasngly competitivee ectionssince 1967,
thehitherto dominant CongressParty saw itself increasingly chalengedinmore
and more states by regional and other parties, singly or in combination and
beganto need fundsonanincreasingly large scaleto be abletowin eections.
Theresult wasagrowing reliance on the burgeoning ‘ black money economy
itsdf aproduct of ahighly controlled economy wherepaliticiansand bureauicrats
wielded enormousdiscretionary powersover mattersvital to business =

Thissgtuation wasfurther worsened by theabolition of company donationsin
1969 which robbed partiesof theonly legal sourceof election funds, without
subdtituting it with statefundinginany form. Thereforethegrey economy filled
thefunding void so created and theruling party used thevehicle of government
discretionto extort contributionsfrom businesses. Thismarriage of convenience
further strengthened the nexus between politicsand organised crime.

From around the 1980’ stheruling party becameincreasingly dependent on
‘kickbacks' from foreignfirmsonimport dealsand defence acquisitions.
Becauseof thehugefiguresinvolved, avery smal percentagetrandated intoa
lot of money andtopleadersof theruling party werehgppy withthe ' rationdised

fundswhichinvolved hugesumswith just afew transactions.

Thelargescae‘illegalisation’ of € ection finance madethereintroduction of
company donationsto politica partiesof littlesignificance. Hardly any company
donated money through the reopened avenue becauseit meant declaration of
company accountsand henceidentification with aparticular party; whenthe
illegd meansoffered discretion and anonymity.>
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InJanuary 1996, inresponseto publicinterest litigation by anon-governmenta
organisation, the Indian Supreme Court ordered all political partiestofile
incometax returnsby 20 February 1996. Inthesamevein, in April of that
year, the Supreme Court upheld thevaidity of Explanation 1 of Section 77 (1)
of theRPA.. Thisprovided that expenditure by thepolitica party or supporters
on behalf of the party are not to be counted for the purpose of determining
spending cellingsfor candidates, provided the candidate did not authorise
them.®®

Thesetwo rulings had the effect of forcing the political partiesto, at |east
perfunctorily, go through theexercise of filing tax returnsand auditing accounts
beit withfudged figures. But with theglareof publicinterest and theattention
of avigilant press, thisimposesacertain level of transparency ontheparties
that was hitherto absent.

Shortly after the 1996 el ections, the RPA was amended on the 31% of July
1996, following the recommendations of the Goswami Committee Report of
1990. Whilethenew law did not tacklethe contentiousissue of publicfunding,
it madethefollowing dterations:

* Itreduced thecampaign period from 21 to 14 days

* Itincreased the number of nominatorsfrom 1to 10.

» Itincreased candidates’ depositsfrom Rs1,000to Rs. 10,000.

» S1260f theRPA 1951 wasamended to outlaw public meetings, from 48
hoursbeforetheend of voting

» Tofacilitate stricter monitoring of the M odel Code of Conduct to which
all partiesare sgnatories, the commiss on gppointed two generd and one
expenditure observer in each Lok Sabhaconstituency.*

Election expenditure limits were revised upward in Dec 1997 on the

recommendation of the Commission, to Rs. 1,500,000 (about US$32,000)

per candidatefor the Lok Sabhaconstituency.

Another noteworthy devel opment wasthe establishment of funding trustsby
somelarge businesses. Pioneered by the Tata Group, companieswould * set
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up dection poal from which contributionswould bemadeto quaifying political
parties, according to certain criteria . While practicing transparency, thisnovel
method would reducethe’ extortionate demands' on the companiesand since
theformulafor alocation wasbased on vote shareinthelast dectionisit seen
asequitableaswell asnon-partisan.®’

During the1998 el ections, therewasfor thefirst timeagenerousall ocation of
freetimeon state owned television (Doordarshan) and radio (All IndiaRadio)
to 7 national and 34 state parties. The Electoral Commission modified the
formulafor reporting expendituresby candidates, ‘ making them furnish details
of expendituresincurred by their party and supportersin additiontothat incurred
by themsdlves, thelatter continuing to remain legal without limit’.%®

For the historic 1999 el ections, free mediatimewasfurther enhanced by the
issuing of timevouchersto parties, leading to ‘ themost televised electionin
India sdemocratic history’.>®

POLITICAL FINANCE REFORM IN INDIA

Effortsat reforming the Indian palitical finance structure could betraced tothe
debate on *black money’ in the 1960s with the reports of the Santhanam
Committee on Prevention of Corruption (1964) and the Wanchoo Direct Taxes
Enquiry Committee (1971) identifying the connection between ‘ black money’
and palitica fundraisng.®

During the 1970s, under the Janata Party government, aprivategroup called
Citizens for Democracy set up a committee on electoral reform which
recommended public provision of theinfrastructure of election expensessoas
to provideonly certainfacilitiesto candidates, to supplement the expenditure
undertaken by candidates and partieswithin thelimits of the law. Nothing
cameof thisproposal .®

In 1990, the Nationa Front government set up the Goswami Committeeon
Electoral Reformswhosereport did not advocate for state funding except
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limited tosupportinkind* for vehiclefud, hirechargesfor microphones, issue
of votersidentity slipsand additional copiesof the electoral rolls'. It also
advocated aban on company donationsto political parties. Thereport therefore
left afunding voidin thefinanceof political partieswhenit recommended a
ban on company donations to them without adequate state funding to
compensate. Sufficeit to say that the strong opposition the report faced meant
that when the bill wasintroduced to parliament in 1994, it was doomed to
falure®

Indian industry became concerned with issueof party financein 1993 and the
Confederation of Indian Industries (Cl1) ad hoc task force recommended that
corporate contributionsbemadetax deductible and that board decisonsshould
be subject to shareholders gpprova . They a so recommended ‘ an e ection tax
onindustry’.®

After the 1998 elections, the Indrgjit Gupta Committee on State Funding of

Elections, initsreport recommended thefollowing:

* Patid publicfundinginkind

* Rent-free accommodation, free telephone for national parties and
recognised state parties.

* Creation of an election fund of Rs.6000 million annually, with 50-50
contributionsby central and state governments.

* Privatechannelsshould makeavailablefreeair-timeto recognised parties
during elections, with regulationson fair and balance broadcasting.

*  Supply torecognised partiesof petrol and diesdl, printing paper, postage
stamps, loudspeskers, counting day refreshments.

» Partiesfallingto maintain and submit audited accounts and incometax
returnsshould not qualify for statefunding.®

Morerecently, theLaw Commission of Indiainits 170" Report on Reform of

Electoral Laws and the Central Vigilance Commissioner have also

recommended the del etion of Explanation 1to Section 77 (1) of the RPA.

TheNational Commission to review the Working of the Constitution, inits

find report in 2002, so recommend the deletion of Explanation 1, inaddition

to establishing redligtic ceilings on expenditure by candidates.®
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E. Sridharan sumsupthereform of politica financein Indiain thefollowing
words.

‘...recent proposals on election finance reform are centred
around theinter-related i ssues of Explanation 1 of Section 77
(1) of the RPA, the loophole exempting party and supporter
spending fromthe expenditure ceiling, company donationsto
parties, the transparency and disclosure of party finances,
and the possihility of state funding.’

However, it should be noted that in addition to recommendations of
government committeesand business, scandal's, morethan anything else
has provided impetusfor theclamour for political financereform.®’

TheHawalascanda of 1996 implicated alarge number of politiciansalleged
to havereceived money from abroad throughillegal channelsby passingthe
Foreign Exchange Regulation Act. The Tehelkascandal which brokein 2001
severely embarrassed the ruling BJP whose president was shown on TV
accepting bribe. These scanda shaveled to moretransparency by partiesand
fuelled the movestowards state funding.®

Themost recent effort towards el ection financereform hasbeen the draft bill
knownas ElectionsAnd Other Related Laws(Amendment) Bill. Itincorporates
someearlier reform recommendati ons such asmaking donationstax deductible
for companiesand individuas.®®

Thequest for electord financereformin Indiahasbeenfuelled by ‘ scandals,
thevigilant media, anindependent judiciary and el ectoral commission’. aswell
as‘frequent elections, rapid turn over of partiesin power, hung parliaments,
and alessuneqgual distribution of power between parties compared to the
pre-1998 period’ . Howbelit, the Indian political finance systemisyet to see
fundamental reform, either towardstransparency and accountability of party
finances, or towardsstate funding of e ectionsbeyond freecampaigningtime.”™
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POLITICAL FINANCEINTHE PHILIPPINES

“Loydty topartieswon’'t figureinthisgameat dl...it'saquestion of who
has more money and the creativity to utilisethat money”. (Consultant to
Lakas-NUCD)™

Theédectora system, and theactua practice of eectionshasbeenresponsible
for shaping politica parties. ‘ Theintensely personalised character of the parties
derivepartly fromthefact that individua candidatesareelectedina’first past
thepost’ system. Consequently during eections, ‘it isnot so muchthepolitical
partiesthat arethereal mobilising organisation but the candidates el ectoral
machinery and network of relatives, friends, political associatesand allies

Voting in the Philippines requires writing down names of individual
candidates. Thishascreated problems, especialy during the synchronised
elections(Presidential, Lower House of Congress, Provincia, Townand
City) ‘whenvotershaveto writedown anywherefrom 32 to 44 nameson
theballot’. Thelong period required for counting votes also provided
more problemsfor an already convoluted system. * Votes are counted by
hand at the precinct level, then precinct returns at the municipal level,
municipal returnsat the provincial level and only then added up at the
COMELEC in Manila, aprocessthat can take over amonth’.”

The Commission on Elections (COMEL EC) isthe condtitutionally mandated
authority to conduct and supervisedections. It wascreated in 1941 asone of
theamendmentsto the 1935 condtitution. In nearly every dection COMELEC
isfrequently accused of leaning on the side of the government/party in power,
thisisin spite of itssupposed independence.™

Theexperienceof ectionmost revant tothecurrent Situationinthe Philippines
goesback tothe American colonia erastartingin 1900. Over theyearsthat
followed, participation in € ections expanded, especially with thelifting of
property requirements, and thelowering of theagelimit, first to 21in 1935
and then to 18 in the 1970s. This explosion in the electorate was hel ped
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further by thereplacement of reading and writing English or Spanishwithmere
literacy (interpreted asability to write one’snameand that of candidates); as
well astheepocha changein 1937 which gavewomenright of suffrage. “ The
number of registered votersrose steadily from 123,294in 1905 to 36 million
by theyear 2001”.7

Campaigninginthisexpanded e ectorateisone of thereasonsfor theincrease
incampaign expenses. Thisisaccompanied by changesinthe character of the
electionsthemselves dueto urbanization aswell asextensiveradioand TV

usage.
POLITICAL PARTIESIN THE PHILIPPINES

During the period of Spanish colonid ruleinthe Philippinesfromthe 16" to
the 19" centuries, therewas no need for political parties because elections
‘were no more than discussions among officials, incumbents, and former
officials ®® The American colonid era, starting in 1900 did not expand the
electoratein sgnificant terms. But ‘ by expanding €l ectionsoutsidethecircleof
officials, the Americans brought other sections of theeliteinto thecircle of
governance and began the process of shaping the diteinto aninstrument of
locd rule’ "

However, oncethed ectorate broke dite boundariesasaresult of thereforms
mentioned above, thedite had to convince non-dlitesto votefor them. Joel
Rocamorasumsup thetrend asfollows:

‘at first, patron-client ties and deeply embedded traditions of
deference were sufficient. The organisational requirements of
electoral campaigning remained simple. This allowed €lites to
concentrate on the task of building factional coalitions in
ascending order of complexity as el ections moved frommunicipal,
to provincial, to the national level’.”

The Japanese occupation from 1941 to 1945 weakened the Philippineelite
by disrupting the colonial economy. Landlords moved out of the countryside
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and their collaboration with the Japanese occupation army attenuated their
hold on the peasantry. New elite factions emerged in the shape of guerrilla
leaders. Although the American returneesfacilitated thepolitical exoneration
of prewar dites, many guerrillaleaderswere ableto consolidatetheir positions
through electord poalitics.”

The next stagein the devel opment of political partieswas established by the
candidacy of guerrillaleader Ramon Magsaysay inthepresidentia elections
of 1953. Where campaigning for national positionsin the past had been mostly
amatter of negotiationsamong provincia elites, Magsaysay went directly to
the peopleduring hiscampaign. Withthehd p of the American CIA, Magsaysay
formed the Magsaysay for President’” Movement and travelled extensively
throughout the country. In the process, he undercut patron-client tiesalready
weakened during the Japanese occupation.®

Magsaysay’ sapproach led to the construction of municipa politica machines
devoted primarily tothepolitical support of itsleadersand the maintenance of
itsmembersthrough the distribution of immediate, concrete and individual
rewardsto them.

Theresult of thisnew trend wasthefact that politica partieshad to beorganised
on the basis of the segmentation of the vote into what can be called the
‘controlled vote' under the control of local party leadersand * market vote
which had to be campaigned for.

The need for huge financial involvement in campaigns strenghtened the
relationship between national leadership of partiesandlocal leaders. Thisled
to somesort of political symbioss, withthelocal partiesleadersreliant onthe
national leadership for vast amount of money that could only beraised from
theManila, whilethe national |eadersdepended onthelocal sto deliver their
controlled vote. According to Rocamora, thisonly strengthened theindividua
party leadersand not the party organisation which remained minimal .8 He
noted that:
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‘In 1969, ‘the Marcos administration sought to broaden the flow
of resources and executive contacts beneath the congessmen and
into the municipalities, minimising its dependence upon political
brokersin the legidative branch who have historically proved to
be such a disappointment to the incumbent President seeking
reclection’ .®

Thesechangesculminatedinthedeclaration of martia law by Marcosin 1972,
a move which cut out the Congress altogether. In the post-Marcos era,
campaigh costsescd ated asthe pre-martia [aw two party sysemwasreplaced
by ‘ afree-wheeling multi-party system’. New partieswere built to support
presidentsor smply to challenge ruling partiesduring €l ections.®

POLITICAL FINANCE REFORM IN THE PHILIPPINES

InthePhilippines itisnot the partiesthat arethemain sourceof funds. .. .what
isfinanced arenot so much political parties, but individua candidates. Political
partiesasarule, do not undertake sustained party-building activitiesfor which
they requireregular funds. For they haveno meaningful organisationa presence
outsdedections .3

The ruling party has an unfair advantage in raising funds. They can tap
government resources- financia, human and ingtitutiona . The party in power
despite the many prohibitionsusesthe government machinery and resources
to help their anointed candidates. There are two categories of sources of
fundsfor eection: legitimateand grey money. Theformer comesfrombusinesses
whilethelater comesfrom operatorsof illegd economicactivitieslikegambling,
smuggling, prostitution and drugs. A few months before the election,
businessmen will make small contributionsto anumber of candidatesfor the
same position. Then they calibrate further contribution based on thetheir
assessment of the candidates chances.®

Therdevant law on eectionsin the Philippinesis Republic Act 7166 passed
in1991. It wasfurther amended by Republic Act 9006 passed in July 2000.
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The implementation rules for these Acts are provided by COMELEC
(Commission on Elections) Resolution 3636 and 4170 enacted in May 2001.
Thelaw banscontributionsfromthefollowing:

* Publicor privateinditutions

*  Operatorsof public utilities

» Suppliersor contractorsof goodsto the government

* Recdipientsof franchise, incentives, exemptions, al ocationsand concessions

* Bendficiariesof loansand other forms of accommodation over 100,000
pesos

» Publicfunded educationingtitutions

»  Government officia sand employees

» Foreignersand foreign corporations.®

Strict complianceto theselawswould mean candidateswould haveto self-

financecampaigns. Thereisno statefinancia support for partiesor candidates.

Theclosest to statefundingistheprovisonintheFair ElectionsAct (Republic

Act 9006/2000) for COMELEC to buy mediatime and space for use by

candidates.

Thelaw asorequiresthat every candidate and treasurer of the political party
must submit within 30 daysfollowing theelection, ‘afull, trueand itemised
statement’ of contributions and campaign expenditure. Because of such
unrealistic restrictions, the candidates and partiesviolate these ruleswith
impunity, so much so that COM EL EC ceased to exercise any genuinewill to
enforcethem. For example, the € ection code prohibits putting up postersin
certain places, but postersareaffixed everywhere and when Bernardo Pardo,
the chairman of COMEL EC wasquestioned about it, hesaid ‘| don't seethe
posters because thewindows of my car aretinted’ .#’

Lawsareonly effectiveif thereisamechanism to monitor and enforce them.

COMELEC ahility to function asan enforcement authority ishampered by its
inability to validate or dig into businessaffiliations of contributors, aswell as
somewholly inappropriate financial penaltiesfor, what should be serious
breachesof rules.
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Shortly after the 1992 elections, the COMEL EC started a programme of
reformsto the electoral code. It, among other things, proposed * procedural
improvements, theintroduction of modern systemsof voting and counting and
the enactment into law of the provisions of the constitution to democratise
public offices, toatainuniversd suffrage, tolevel theplaying field and broaden
participationingovernment.” None of the above proposa s have been passed
due to the habit of Congress in blocking effective measures and instead
approving salf-serving ones.®

Thereform of campai gn finance cannot be separated from thereform of politica

party systems. The paradox of the situation isaptly captured by Racomora
thus: * no political institution has been criticised as severely and as often as
Philippinespoliticd parties. Yet noother paliticd inditution hassurvived dmost
afull century of changerdatively intact and remained aspowerful andinfluentia

asPhilippinespolitical parties . The pertinent question iswhether they will

continueto surviveintheir present form.®

Asunpopular asthepalitica partiesare, they continueto bethemgjor politica
instrumentsfor social mobility. * Filipinos have one of the highest rates of
participation of any democracy. Politicscomprisesavita € ement of hopein
their future .* One of the requirements of the current economic situationin
the Philippinesisapolitical party structurethat iscapable of pooling together
publicinterestsand trand ating them into socia and fiscal policies. ‘' Because
Philippinepolitica partiesareloosdly structured and faction-based, they have
been unabletofulfill thisfunctioninthe past. Whether or not the partieswhich
exist today can successfully makeatransition to more programme oriented
and moretightly structured partiesremainto be seen’

Thereisan ongoing effort to amend the condtitution and shift fromaPresdentid
to aParliamentary system of government. Such unification of ‘ theexecutive
and legidative branchesthrough aruling party will force political partiesto
takeonastronger role, and devel op capability in policy making. If ashifttoa
parliamentary system is accompanied by an electoral system based on
proportional representation, changesin electora behaviour will bring about
evenbigger changesin politica parties.’*
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POLITICAL FINANCE IN SOUTH KOREA

Thecurrent regulation regimeof political financelargely centersaround the
powersand functionsof theNationd Election Commission. TheNEC regulation
ismainly compaosed of two eements: (1) fisca reportsmadeby parties, support
groups, and candidates, and (2) investigationsinto campaign activitiesand
political money flow.

ThePolitical FinanceLaw requiresal parties, support groups, and candidates
to submit their annual fiscal reportsto the National Election Commission by
February 15 in each year. In addition to theseregular reports, they arealso
required to make el ection campaign reportswithin 30 days after the el ection.
(Presidentia candidatesreport within 40 daysafter theeection.) Fisca reports
shouldincludethelisting of properties, listing of incomesand expenditures,
receipts, and aCertified Practicing Accountants examination summary.

A mgor problemwiththefisca reportisthat reported materid sarenot avalable
for thorough examination by the public, academics, and relevant NGOs. Access
to reported materiasisquitelimited. Relevant materid sare opento the public
only for three monthsand photocopying of materiasarerestricted evenduring
that period. Another problem with the current report procedureisthat lists of
contributorsare not avail ableto public investigation even though they are
included inthereported materids. Thiscongitutesamgor barrier to enhancing
trangparency of politica finance.®

The other major aspect of regulation isex post facto investigation. After
reviewing reported materials, morethan onethousand NEC officialsalong
with RS (Internal Revenue Service) officia sconduct in-depthinvestigation
into improper use of campaign money andillegal activities. Over aperiod of
four monthsfollowing the 2000 e ection, the NEC officia sinvestigated fiscal
documentsand campaign activities of 658 candidates. They evenlookedinto
account booksof publishing companiesand political marketing firmsin severa
digtricts. Theinvestigation haseventualy led toreferrasof 27 candidatesand
69 campaign bursarsfor criminal prosecution.®

-68-



Policy Agenda For Reform

Crimind investigation referred by the NEC hasoften led to severe punishment.
For instance, seven membersof National Assembly lost their seatsasthey
were convicted for illegal campaign practicesand improper use of political
money after the 1996 parliamentary election. Another thirteen memberslost
their seatsafter being convicted for illegal campaign practices after the 2000
dection.® Thisseemsasavere sanction againgt politicianswhen compared to
the situationsin Japan and United States. For the 1997-2000 period, not a
snglemember of USCongresshaslost hisor her segt for chargesof unlawful
campaignandillega campaign funding. In Japan, only three membersof the
Nationa Diet havelost their seatsfor campaign fund-related chargesduring
the period.® If we look at fiscal report observation and ex post facto
investigation, the K orean NEC seemsquite powerful. First of dl, it hassolid
ground of independence by the Congtitution. Appointment of theninemembers
of NEC councilsisequally shared by the President (three), Nationa Assembly
(three) and Chief Justice (three). Second, the NEC has some authoritiesthat
arenecessary for effective enforcement. Itincludesauthoritiestoinvestigate
financid reports, and to makereferralsfor criminal prosecution.®”

In spite of the checksplaced on palitical party, electionin Koreaisstill very
expensive and not entirely transparent. The Government has introduced
subsidiesfor politica partiesand limitation on contributions madeto parties
and candidates. The dedication of relevant agenciesin Koreain oversight
function over party financesishighly commendable.

PARTY REFORMS IN NIGERIA: CRITICAL AREAS FOR
REFORM

The party systemin Nigeriahasnot evolved within thelegidatureasin some
western countries where the party system formulation can betraced to a
parliamentary origin. The Nigerian political system emerged fromapre-
occupationwith freedom from the colonia rulersand hassinceindependence,
been shaped by traumatic military interventionsand political instability. As
wishtheir counterpartsin Asia, Nigerian political partieshavewhat Joseph
LaPdombaraet d describeas’ extra-parliamentary origins *® i.e. ‘ the creatures
of asystematic political crisis, whilein other circumstancestheir emergence
itself createsacrisisfor thesystem’.
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The early political parties were founded as instruments of achieving
independence but later converted themsel vesinto governing machineries.
Subsequently, palitical partiesbecameaproduct of the half-hearted attempts
by dictatorial regimesat political trangtion. Thismeant that they werehagtily
and arbitrarily put together without any clear-cut ideologica identity. Because
of thisabsence of any deep-rooted philosophy, there hasbeen ahighturnover
of partiesinthe Nigeriapolity, with an average shelf life of 4 years.*®
Themulti-ethnic, multi-tribal and multi-rdigiousmake up of the country means
that Nigerian politica partiesareinfluenced moreby ethnic, tribal, regiond,
sub-regional andreligiousdiversities' that polariseinto specific groupsfor
promoating theaggregated interestsof each of them'. Religiousfundamentalism
hasbecome ahuge delineating factor for political parties, especialy inthe
predominantly Moslem northern Nigeria

Reforming Nigeriapolitica partiesto operatewithintheir constitutionsisan
arduoustask. But policy makersshould borrow aleaf from other democracies
that areundergoing change. India, Colombia, Philippineseven America Though
thedetalsof aNigeriantrangtiona agendawould beuniqueto meet the peculiar
needsof Nigerian political and social consciousness, thegeneral thrust of the
changesrecommended followsthe patternin other countries. Thefollowing
pointersareaimed a arming policy makerswith alegd framework uponwhich
future changes may be predicated. It isnot an exhaustive comprehensive
proposal for sanitisng Nigerian politics. Neither doesit clamto haveall the
answersto the spate of corruption and criminalisation of Nigeriapolitics. Itis
however abold attempt at proffering suggestions, based on the best practices
fromaround theworld, for therevamping of palitica partiesandtheir operations
inNigeria

Itisnow common knowledgethat there areno absol utetruthsor ided solutions
ineectord matters. Thereforepoliticd financereformin Nigeriashould not be
consderedinisolation, but rather asanintegra part of amorehoaligtic political/
electora reform. Transparency and disclosurearecrucial to thefight against
political corruption. Inthisregard, transparency must be‘ conceived asa
democraticvaueinitsaf, atool designedto avoid any wrongful influencesof
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money in politicsthat might lead to corruption’ . Politician should not besingled
out for criticismwhenthemoral fibre of the entire populaceisendemically
corrupt.

To beeffective, transparent rules should be general in nature and enforced
with respect to everyone and not just candidates and political parties but
donors aswell. Thefollowing are proposed:

A) Regulating political contributions:

Politica contributionsfrom individua sand corporate bodies (interna and
externd) should beregulated by acomprehensivelegidation consolidating
al exiginglaw inthearea.

The proposed | egidation should impose compul sory auditing requirement
onaccountsof dl politica partiesregistered with thee ectord commission.
Theaudited accounts should bemadeavailableto thepublic. Theeectord
commission should be given enforcement powers with practical and
effective pendties(including de-recognition) for breaches.

Donorsand recipientsof politica donationsshould be publicly accountable.
Political contributions by individualsand corporate bodies should be

allowed subject to adefinite ceiling and such contributions should be
deductiblefor incometax purposes.

B) Controlling electoral expenditure:

Liketheir Indian counterparts, Nigerian politica parties, enjoy thedubious
advantage of limitlessexpenditure by supportersof candidatesthat do not
count towardstheir expenditurefor the purpose of complianceto spending
ceilings. To combat this, no association (except a political party) or
individua may incur any el ection expenditurewithout the authori sation of
the candidate concerned, and if so authorised should betaken into account
inthedectionreturnsof thecandidate. Stiff pendtiesincluding finesand
imprisonment should beimposed for violations.
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Thecelling for electoral expensesshould bereviewedto adjust inflation
andtheincreasing cost of elections.

A suitablelaw should be enacted providing penatiesagainst desecrating
privateand public propertiesthrough fly-posting, displaying bannersand
buntings

C) Statefunding of elections:

Public funding for elections hasbeen shown to reducetheinfluenceof ‘ grey
money’ inpalitics. InIndia, whereit was partially introduced, it reduced the
dependence of candidates and partiesonill-gotten wealth. The American
moded of publicfunding for presidentia dectionsprovidesaveritableformula
forreforminNigeria

Government should extend support to political partiesin cash or inthe
form of making availabledectora facilitieswithout charge, e.g. providing
freepostage.

Thegovernment should also provide an equitabledistribution of freeair
timein government owned mediaand makeregulationsthat would prevent
private stationsfrom being overtly partisan.

Anéectord fund should be set up by thegovernment by taxing individuas
and companiesand thismoney should beallocated to political partieson
thebasisof their performancein previouselections.

D) Monitoring assets of elected candidates:

Every elected person should, before assuming office, berequiredtofile
an affidavit about hisproperties, savingsand investmentsand thoseof his
immediatefamily.

Thisprovision should bemadean ongoing affair, requiring suchfilingtobe
made every year of theperson’sstay in office. Failureto fulfil thefiling
obligation or filing a false affidavit should be made grounds for
disqudification.
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» Attheend of theelected term, the politician should filean audited final
account. These proposal swould keep the publicinformed of the politician
lifestyleand financia worth before, during and at theend of their termin
office. Although arequirement will not makethe accumulation of illegal
wedthimpossible, it will makeit moredifficult.

E) Strengthening of anti-defection measures:

Defection hasbeen used asasmoke screen for bribery and leadsto corrupt
practices. Thereisthereforeaneed for anti-defectionlawswhich should stipulate
that any person wanting to change party affiliation after being el ected on that
party’sticket, shouldfirst resign hiselected office and seek afresh mandate
onthenew party’sticket.

Such aperson should also be debarred from ministerial or other government
appointment during theterm of their original office or the next e ection, which
ever isshorter.

F) Party systemsand gover nance:

» Political partiesplay thevita roleof providing the necessary leadership
for governance. They should therefore have acontinuous programme of
grooming their membersfor potential assgnmentsingovernment. This
would makefor easier trangtion of governments.

» For good governance, itissuggested that the practice of creating anumber
of politica officeslikespecia adviserswhichareequivaent toand duplicate
the duties of ministersshould be stopped. The party in power should be
ableto create such officesonly if they are needed for aspecia purpose
and not be used asameansfor political backsapping.

G) Restoring mor al standardsin publiclife:

Thereisafeding of resgnation and hel plesssurrender to corruption and crimina
practicesin Nigeriaand a tendency to condder them asinevitableand therefore
acceptable. In addition to suggestionsmaded sewhereit hasbecomeimperative
to draw up acomprehensive code of conduct for both ministersand legidators,
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aswell asprincipal functionariesof al political parties. Thiscode should
incorporatethe canonical principlesidentified by the Nolan Committee!® in
theUK, viz:

integrity,

s flessness,

objectivity

accountability,

openness,

honesty and

leadership.1o

Any suggestionsfor reform and indeed all reformsare uselessif thereareno
meachinery for implementing and enforcing theprovisons. Whileinternd reform
of palitical partiesmust comefromthe partiesthemselves, itisonly unfortunate
that, likethe proverbia new year resolution, they are quickly forgotten as
soon asthecatalyst for their review (election failure, lossof groundsin vote
catchment) fadefrommemory.

Apart fromtheinitiativefor self reformfrom political parties, theresponsbility

for effecting reformslieswith the government which needsto

* Enactlegidation,

» Edablishrdevant inditutionstoimplement changes;

* Andprovidethenecessary financia andlogigticinfrastructuretofacilitate
the proposed reforms

For the effective application of the reform proposals, there needs to be a
coming together of all concerned partiesin politics including the media,
intellectuals, thegenerd public and civil society to agree uponamachinery for
enforcement. Without thiscollaboration, theobjectivesof deanandfar dections
not influenced by money, muscle, ministerial and mediapower would only be
an‘idedigticpolitica utopia' .
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