CALD 25th Anniversary Conference, Bangkok

"How can political parties take advantage of new developments in
technology and information management to strengthen their
democratic credential and in the process, regain popular legitimacy?-

Party Finances and
Popular Legitimacy

Wolfgang Sachsenroder

20 November 2018 www. partyforumseasia.org




The main financial and regulatory constraints for party
activities in Southeast Asia 1:

Membership fees are symbolic and marginal for the party’s budget.
Membership figures and members’ loyalty are accordingly unreliable.

Election campaign costs are spiralling everywhere. Last year’s
presidential election in the USA cost an estimated $S2.4 billion, including
primaries. (NYT, 19/12/2017)

Malaysia: GE 2013 RM 2.6 billion + (approx. 700 m USS)


https://www.opensecrets.org/overview/cost.php?display=T&infl=Y

The main financial and regulatory constraints for party
activities in Southeast Asia 2:

4. Donations are always the biggest source of income.
5. “Oligarchisation”, bankrolling TYCOONS as leaders??

6. In Southeast Asia, only Indonesia and Thailand have
experimented with public funding for parties.

7. Malaysia has practically no regulations on party funding,
Indonesia has many, but a rather lenient enforcement.



“Creative solutions” for party funding give politicians a bad image,
especially the many who are “unusually rich” ...
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Seized items

Cash

B 26 different currencies valued at Malaysia officers with six counting “ " ” .
RM116.7mil seized from 35 luggage and verification machines used. M OSt cre at|Ve exam p I SH
bags ® Currencies seized include Malaysian

B Took three days to count with Ringgit, US Dollars and Singapore M d |ayS | a’S 1 M D B SCan d d |

assistance of 22 Bank Negara

Gold and jewellery
B More than 12,000 items were seized M Estimated value of precious metals,

from 25 luggage bags diamonds, gems alone: RM442mil A” pOpUIar SUSpiCiOnS Confirmed

® 1,400 necklaces (retail value estimated at between

m 2,200 rings RM660mil and RM880mil by Rosmah Mansor,

B 2,100 bangles B Most expensive item is a yellow

® 2,800 earrings brown, white diamond necklace wife of ex PM N aj ib Razak

® 1,600 brooches worth RM6.4mil
W 14 tiaras

Handbags

B 567 handbags seized consisting of 37  ® Value of 272 Hermes bags alone:
brands including Hermes, Prada, estimated at RM51.3mil
Chanel, Judith Leiber, Versace and Bijan ® Remaining bags to be valued soon

Watches
W Six bags seized contained 423 Daytona watch, three RM2.5mil
watches valued at RM78mil Chopard watch, and a RM1.6mil
B Most expensive watches are a Richard Mille watch
RM3.5mil Rolex Paul Newman

Sunglasses

B Three bags seized contained 234 and Cartier .
designer sunglasses B Total value estimated at RM374,000 TOtaI Va I ue: RM 702 m (167 m US

W Brands include Versace, Gucci, Dior ©The Star Graphics



http://says.com/my/news/rosmah-and-first-impressions
http://says.com/my/news/rosmah-and-first-impressions
http://says.com/my/news/rosmah-and-first-impressions

Publicly listed companies like Merlin, Paremba, Renong, Fleet Holdings, and
many others. Gomez and Jomo, 1997

Shaw Brothers, Genting Berhad, Daim Zainuddin. jamaie 2005

A large number of government-linked companies (GLCs) as well as savings-
based institutions like the Pilgrims Savings Fund (LUTH), the Armed Forces

Savings Fund (LTAT), and the government’s Pensions Trust Fund (KWAP). Aliran
2016

More concrete figures may only come up during the next few months
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THE MONEY TRAIL INVOLVING GLOBAL BANKS

1IMDB

1MDB scandal underestimated
Founded 2009

Sep 30,2009 Sep 14,2010 Sep 30,2000
US$$300 million US$500 million Total: US$330 million US$700 million
via Deutsche Bank via AmBank (M) Bhd via Deutsche Bank Malaysia
Malaysia May, 2011 ——— L
” US$110 million Y —
viaDeutsche Bank Malaysia - -
s
Us$30 million I'd |
Us$6s million 7 1
US$125 million , Total: US$529 million .
v via AmBank (M) Berhad y Shareholder
« June28, 2011 (Us$SS million) 1 Almamiaka Limited
1MDB PetroSaudi Good Star Limited Apr 5,2012 (US$20 million) BSI Bank Banque Saudi
Ltd (BVI) (Seychelles) Jun 8, 2012 (US$120 million) 1 (Switzerland) ques:
JP Morgan (Suisse) I RBS Coutts Zurich Sep 4, 2012 (US$38 million) — I Riyadh)
A/C 7619400 A/C 11116073 Nov 2,2012 (US5153 million) y
Sep 16,2010 Dec 27,2012 (US$142.5 million) 1 f
US$300 million I A Sep 4, 2013 (US$0.46 million) I
UBG buyout Oct 19, 2009 USS1 million
Account closed Feb 18, 2014 1 Nov 30,2009 US$1 million Jan 27,2010 USSS million
Dec 21,2009 Oct5, 2009 Feb 22,2010 USS1 million
(it US$85 million July 2, 2010 USS1 million
US$50 million *Brokerage Fee" \ ‘ ly 3
Jan 12,2010 )
US$250 million Abu Dhabi Kuwait Malaysia Interstate . Tarek Obaid Nawaf Obaid Samer El Haje Ibrahim Justwin
Investment N.V. Palantir ¢ Mashreq Bank PSC (UAE 851 Bank
Investment Corporation IeBe B U8 Technologies Banque Saudi Fransi HSBC (UK) sheeq Bark PSC (UAE) ek
Sep16,2010 Sep 16,2010 Jan 13,2010 Sep 24,2010 Ce (8V) A/C003029-215 (Riyadh) ACO1444182
US$100 million US$200 million Us$68 million CHF82 million V4 BS! Bank Limited (Singapore)
Kampac Oil Mar4, 2010 A/C 6C02395 ‘ 4 ’
MashreqBank PSC (UAE) LS May 5,2010 il /
Oct 26, 2010, 2009 U$50 million Us$6 million v v I Oct 20, 2009 Mar 11,2010 Nov 18, 2000 US$S million Jar;'lg, 2010 Seps'M, 2010 o:s:s, 2010
USSLS milli 2 milli g Us$1 million US$350,000 Us$1 million
USS1.5 million PetroSaudi  (mmm—s o 14,2010 | PetroSaudi May 5, 2010 7 5$1.5 million Uss2 million
International Us$25 million Holdings US$50 million Tarek Obaid ¥
(Cayman) (Cayman) - JP Morgan
JP Morgan (Suisse) JP Morgan (Suisse) Aug9,2010 A/C 7573800 J-
A/C 7601900 52010 A/C 7625400 US$5.5 million od
Dec 30,2009 Jan 15, 201 ] Total = Us$77 million
US$10 million pumss18S millor * Sep13,2010 I
urchase of drill shi . - ’
° Us$25 million Oct 28, 2009 Oct20,2000  Oct9 2009 US$10 million Feb 10,2010 Jan 27,2010 Mar 14,2010 Apr 27,2010 May 7, 2010 April5,2010
Jan 4, 2010 Mar 4,2010 Sep 16,2010 1 US$10 million US$33 million 22N 18,2010 USS14 million US$200,000 US$9.55 million Us$5 million Us$1 million Us$2.5 million US$12.5 million
US$1.5million Dec 21,2000 Sep 15,2010 Us$10 million e 6, . Mar 2, 2010 US$3 million
120 Us$260 million i
Us$s million US$15 million 100% Sharehold: May 4, 2010 USS$25 million
Aug 92010 UBG buyout areholder Sep 13,2010 US$25 million
l 1 \ 4 v ‘ v v v v 4
PSA Energy Services PetroSaudi Oil Tarek Obaid Celestial
Ashmore Cayman SPC Ltd. A Feb 1,2010 ServicesLtd. Javace Sdn Bhd - : Tarek Obaid Patrick Mahoney HRH Prince Turki peninsula International Pte Ltd Zinkimagi
The Northern Trust HSBC (UK) °":;‘°’e Services | o e million  — (Cayman) AmBank (M) Bhd s eraes’;azz 2‘_’]}9 > Ma’eﬂlscha;;:Zp'ece Credit Suisse (Zurich) JP Morgan (Suisse) Samba Financial Graff Diamonds Credit Suisse M"'?;:ﬂs(‘s"hy f/'gl;‘g’;kzﬁl;z)l e :A:r'::n'fS; © o
ompany A/C 31679163 JP Morgan (Suisse) A/C 12012032628 - roup (Riyadh) <
C lanagment g million n A/C 0835 969428 82 A/C 7619300 Group (Riyadh) A/C 059777
0600 UBG General Offer
Total US$11.5 million I
Tarek's Bank Account
Nov 3, 2009 US$1.5 million AG (Geneva)
Nov 30,2009 US$10 million US$ A/C: CH35002402405761766DY
CHF A/C: CH830024024057617671A
Nov 10,2009 GBP620,000 Beneficiary:0240/576176
‘ Deposit for house at 27, Ladbroke Square, UK Dec 18,2009 GBP6.58 million
I ' | | I I 1
Jan 20,2010 Jan 20,2010 Jan 29,2010 Jul13, 2010 JAL:‘IB;;’;OO]]OOUGS:;ir::::i;\ Aug 18 2010 Ausg 11,2010 Ot Teandt
; milli illi i d g US$13 million Us$13 million er Transfers i i
US$40.5 million US$120 million Us$7.8 million US$2.25 million Ot 11,2010 0541 milion 513 milli Aubreyn[;asv(ljxolvcuor Patrick Mahoney's
A/C 10090589 "House' Account oct 18,2010
' US$15 million
) Servicios Mercantiles ) ’ asus 1
Neptune Marine PDVSAPetroleo SA | | Mercantile CommerceBank Rig Services PSIUK Saturn Drillship Pte | | o tment teLtd Dec 18, 2009 GBP6.2 mill Tarek Obaid
InvestSA N.A. (New York) International HSBC (LK) 2009 GBP6.2 million Dec 18, 2009 GBP6.2 mill EFG Private Bank Ltd, Curzon Street
-\New Yor! Purchase of house at 27, Ladbroke Square , UK ec 18, GBP6.2 million g

Mika2 Limited (BVI)
JP Morgan (Suisse)




Rank Country Score

1 New Zealand 89
9 Singapore 84
34 Taiwan 63
54 Korea 54
66 Malaysia 47
101 |Indonesia 37
104  |Thailand 37
108 |Mongolia 46
113  |Vietnam 35
114  |Philippines 34
135 Myanmar 30
141 Laos 29
164 |Cambodia 21

Source: Transparency International,
Corruption Perception Index 2017
183 countries covered worldwide

The daily corruption
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Popular income sources for political parties

Deductions from the salaries of MPs (all over the world)

Donations from the private sector “close” to the party
Normally in exchange for contracts and public procurement

Companies owned by the party (KMT, UMNO, etc.)

Deductions from infrastructure projects or Pork Barrelling

In Indonesia, the magic formula is called “pencaloan anggaran’
or “budget scalping”. Widespread all over Southeast Asia.
Standard operating procedure: 30 — 40%

4



© Randy Glasbergen

oot o Pork barrelling

“Sponsoring” of development
and infrastructure projects,
schools, mosques, sports
facilities, but also local events
like weddings, anniversaries,
etc. by MPs

Happens everywhere, but
especially rampant in SEA.
“A gift is a burden” (Vietnam)

“The Politician’s Lunch is a pork sandwich

and we send the bill to your grandchildren.” Patron-client r6|ati0n5hip5-..



The big traps:

C
cw NO




Asian voters are
increasingly
critical..., but
not (yet) as
cynical

as in the USA



Signs of improvement? YES!

A better informed electorate is getting more aware and critical,
social media are difficult to control

Even if it is only for window dressing: Anti-corruption moves are
sweeping Asia — Malaysia, Indonesia, Vietnam, Laos, China, Korea,
Taiwan

Embattled anti-corruption mechanisms survive (KPK Indonesia)

The globalized economy needs legal safeguards and less bribes



How to strengthen our democratic credentials and increase legitimacy?

First priority: Be clean and transparent ourselves with the party finances!!!

e Financial discipline between elections and in campaigns

« Transparency on all levels of leadership

e Arigorous auditing system independent of careers in the party

e« Broaden the party’s income basis

e Influence the legislation towards more public funding for parties

Using IT for a clean public image:

e Rigorous quality management, avoid the “garbage in — garbage out” trap
« Develop a special PR strategy for party funding and donations

e« Monitor mainstream and social media and fight misrepresentations

e Establish a team of IT-savvy members for this task



Covering all ASEAN countries except Brunei

Party Fmances and Money Pohtlcs
in Southeast Asia

Wolfgang Sachsenrdder




Thanks for your attention
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Aus den Rechenschaftsberichten von 2015

Einnahmen der Parteien im Bundestag!?°!

Einnahmen B'90/'Griine
] Gesamteinnahmen in Tausend 39.997
Total income

€ (100 %)
Membership fees  \jitgliedsbeitrage 22,15 %
Deductions from MPs Mandatstrager und &hnl. 24,08 %
Public funding  Staatliche Mittel 37,75 %
Spenden von nat. Personen 9,03 %
Spenden von jur. Personen 1,45 %
Donations Spenden insgesamt 10,49 %

aus Unternehmertatigkeit und
_ 0,00 %

Beteil.

Events aus Veranstaltungen,... 1,63 %
aus sonstigem Vermdgen 0,31 %
aus sonstigen Quellen 3,59 %

CDhuU

143.362
(100 %)

26,67 %
13,00 %
34,36 %
9,29 %
4,46 %
13,75 %

0,00 %

8,61 %
2,94 %
0,68 %

CSuU

59.076
(100 %)

16,57 %
6,11 %
22,71 %
6,40 %
3,71 %
10,10 %

0,00 %

10,88 %
31,62 %
2,00 %

CDU +
CSuU

202.438
(100 %)

23,72 %
10,99 %
30,96 %
8,45 %
4,24 %
12,68 %

0,00 %

9,27 %
11,31 %
1,06 %

[ Bearbeiten | Quelltext bearbeiten ]

Die
Linke

27.945
(100 %)

33,47 %
15,88 %
39,22 %
6,80 %
0,01 %
7,84 %

0,00 %

0,90 %
0,42 %
3,30 %

SPD

156.841
(100 %)

31,62 %
16,21 %
31,93 %
5,12 %
1,15 %
6,26 %

1,39 %

7,87 %
4,34 %
0,37 %

418.2 m €



Regulations according to German Party Law

1. Yearly reports on income, expenditure, assets
To be submitted to speaker of parliament and published

2. Membership fees, average 25%
3. Donations, 50% tax deductible, topped up with 0.45 cents per €

4. Public funding as campaign cost reimbursement per vote received
capped at 165.36 m € 2018

5. Foundations receive approx. 450 m € /year
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