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The paper explores the causes and consequences of the corporate malfeasance crisis in the United States. The paper argues that while corrupted actors were responsible for many of the breaches within corporations, the financial system itself has also been systematically corrupted. The paper disentangles the formal and informal networks linking corporations, federal regulators and political parties to reveal the structural impediments to credible economic and political reform. The paper provides a critique of the neo-liberal agenda, which centres on an excessive and ultimately misguided ideological belief in the efficacy of market self-policing, tracing its origins to the deregulation of the Reagan era. It argues that this ideological aversion to the role of government in driving the economy embedded within the political and economic systems a disdain for regulation, leading, in turn, to the dismantling of legal restraints. In the context of a fundamental weakening of the state’s role, the asymmetrical relationship between the three pivotal actors in contemporary governance - regulators, corporations and politicians – becomes even more pronounced, lowering, in the process, the ‘moral cost’ of corruption. 
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The malaise within corporate America is not merely the result of venal personalities – although there are many in this story – but a system that allows for full expression of those characteristics. The central argument of this paper is that the ‘rotten apple’ theory, positing the problems as merely the result of deviancy by an individual or a single firm, is an intellectual deceit not supported by the facts. Looking beyond the undoubted greed exhibited by corrupted actors, the paper critically examines the structural imbalances within the contemporary American regulatory framework, the reasons for the failure of federal oversight, and the long-term political implications of the erosion of confidence. If, as argued, the corruption of the market - and the political structure that underpins it has systemic flaws - then the corrective action needed to restore confidence necessitates a far more radical approach than that conceived or articulated by Republican and Democrat alike. As the list of those implicated moves out of the boardroom in concentric circles to indict the operation of the entire business and political model, this task has become imperative. Unless the extent of the crisis is identified, codified and explained, the search for solutions will be compromised from the start. In the absence of paradigmatic change, while optical illusion will provide the appearance of reform, the underlying fundamentals will remain intact, awaiting another bull market to unleash a further speculative orgy with equally dangerous consequences. 

 The politics of business has become the business of politics. Across the world the lesson is clear: just as too much governmental interference leads to dysfunctional economies, left to its own devices the market is incapable of adequate self-regulation. Crony capitalism in East Asia destroyed the glittering façade of the emerging markets in 1997-8. The selling of state assets in much of Europe throughout the 1980s and early 1990s spawned a privatisation wave that has failed to provide compelling evidence that the market alone offers better services than public utilities. Deregulation and decentralisation in former planned economies, particularly Russia, without an adequate institutional framework has resulted in a skewed market, which served merely to legitimise organised crime. The corporatisation of communism in China has also failed to improve the efficiency of former state-owned industries, in large measure because of a failure to allow market forces to work because wider societal needs preclude the allowance of bankruptcy.  By means of contrast, a reliance on the efficacy of the market alone has also brought Latin America to crisis point, most recently in Argentina. While the triggers for the collapse in each jurisdiction differ, a common failing has been an imbalance in the wider corporate governance structure. Now, the exposure of that shortcoming has migrated to the United States with devastating effect. 

Off-sheet balance loans, accounting irregularities, deliberate misleading of investors were dysfunctions not simply confined to emerging markets. The most advanced financial system in the world is not, in itself, an antidote to the corrosive effects of deregulation on terms conducive to the corporate interests who controlled it. Centred on an excessive, and ultimately misguided, belief in the efficacy of self-policing models, the economic and political roots of the crisis lie in the deregulation policies first adopted in the Reagan era. This ideological aversion to the role of government in driving the economy embedded within the political system a disdain for regulation and led to the dismantling of legal restraints. In the context of a fundamental weakening of the role to be played by the state in policing the economy, the asymmetrical relationship between the three pivotal actors  - regulators, corporations and politicians – became even more pronounced, lowering, in the process, the ‘moral cost’ of corruption.
 

Despite periodic outbreaks highlighting the negative consequences, including the insider trading allegations of the late 1980s, this reliance on the market to police itself retained its potency. In the United States, indicative of the far the power relationships had changed was the decision to repeal Depression era legislation without simultaneously updating the regulatory framework to take due cognisance of the newly designed complex financial architecture. Striking out the Glass-Steagall Act in 1999, ostensibly to allow for a strengthening of the banking sector, sowed the seeds for the conflicts of interest that were to consume the integrity of the system after the euphoria of the boom subsided.  As Jack Grubman, the senior communications analyst for the Citigroup subsidiary, Salomon Smith Barney, pithily described it, ‘what used to be a conflict are now synergies.’
 

Yet a mere four years later, the entire structure is in ruins, along with the reputations of the star analysts like Grubman who had talked up the market in a deliberate and misleading manner that bordered on criminal behaviour. Investment banks produced unsustainable research to boost the bull market and gain lucrative underwriting and consultancy fees. Proving the efficacy of the market, in effect, proved the cyclical nature of corruption on Wall Street. Repealing Glass-Steagall, without adequate institutional safeguards to police a much more complex structure was, therefore, in retrospect, an unmitigated disaster. Among other unintended consequences, explored in detail throughout this paper, it opened the door to the provision of corporate advice on how to reduce tax liability that, at times, transgressed the fine dividing line separating legal tax avoidance from illegal evasion.
 Stock value was improved by shifting debt off the books through the manipulation of accountancy rules based on laws not principles, with the fiduciary trust of auditors, legal counsel systematically traduced as a direct consequence. 

The systemic failure reached its apogee in the role played by the investment banks in the rise and fall of Enron. Over the course of its development into one of the most powerful corporations in the world, Enron itself mirrored the growing financialization of the American economy. Enron transformed itself from a purveyor of gas through a national pipeline network into the architect of the most innovative financial derivatives available on the market. Taking advantage of its dominant position in a deregulated playground, with no credible supervision, the Enron fiasco is a talisman for a wider and more fundamental failure. Given the global reach of Enron and the complexity of its operations, it is not surprising that its collapse has injected a new urgency to understanding the nature of modern capitalism and the dangers inherent in leaving untreated the conflicts of interest. 

In January 2003, a panel from the Senate Permanent Subcommittee on Investigations called on the regulators to restrict the operation of mercantile-provided structured finance because of the abuses encountered at Enron. In a statement to accompany the report, the chairman of the committee, Senator Carl Levin, noted: ‘Enron’s deceptions were shocking, and equally shocking was the extent to which respected U.S. institutions like Chase, Citigroup, and Merrill Lynch helped Enron carry out its deceptions and mislead investors and analysts…These financial institutions weren’t victims of Enron; they helped plan and carry out Enron’s deceptions in exchange for large fees or favourable consideration.’
 

Asking regulators to look again at strengthening rules after the market has lost trillions of dollars strikes one as either hopelessly naïve or hopelessly inept.
 The banks’ response to the unfolding crisis in the securities spoke volumes. They claimed they did not do anything illegal, even if the result was illegal and when the SEC belatedly brought civil actions, settled in order to prevent further investigation exposing just how corrupted the operation of the market had become.

Spreading outwards from the corrupted core of Enron, and replicating like an uncontrollable virus, the integrity of the American corporate model has been seriously undermined. Responsibility for the malaise goes much further than the board of Enron and the other spectacular cases of material and moral corporate bankruptcy. Faced with accusations from the New York State Attorney General, Eliot Spitzer, that the leading investment banks in the country effectively ran a criminal enterprise designed to mislead individual investors, a co-ordinated investigation was belatedly established among the disparate regulators of the most sophisticated securities market in the world. 

The wider investigations were launched in April 2002 after Spitzer had secured a $100m settlement from Merrill Lynch for issuing ‘buy’ recommendations for stocks that its senior Internet analyst, Henry Blodget, had decried in private emails as ‘a piece of junk’ a ‘dog’ and, with vulgar precision, ‘crap’. The skill in bringing the case catapulted the issue of regulating Wall Street to the top of the agenda. 
The investigation into Merrill had provided prima facie evidence that not only was there a direct connection between recommending stock for companies which already had investment business with the firm, but the obverse was also true. Stock ratings could be reduced if the firms did not utilize the mercantile facilities. Much more seriously, ratings could change if the companies changed mercantile facilities, an effective form of blackmail. Merrill settled without admitting liability but the release of the documents ensured that a wider investigation needed to be carried out.
While it is important to point out at the outset that the vast majority of those working for corporations, investment houses and the wider financial services industry are honest, the integrity of the system itself has become increasingly problematic because of the skewed relationships inculcated by a business culture that preached a gospel of untrammelled market dominance. The problem is intensified because the distribution of power within the industry itself favoured profit over cost centres. Internal risk management systems, developed by legal and compliance departments, were subservient to the profit centres, most notably the investment banking divisions. The vast sums involved created further conflicts of interests for those providing professional services, most notably the accountants. Throughout the 1990s, for the major accountancy firms, the audit function was supplanted by valuable consultancy business. The collapse of the Savings and Loans industry due to financial incompetence, rapacious selling by Wall Street of junk bonds to greedy and unprincipled executives and a betrayal of fiduciary trust by auditors had revealed the dangers of weak regulation, but despite the warning signs, Congress not only failed to legislate, but also maintained blind faith in the ideological doctrine. 

This, in turn, suggests that much more serious attention needs to be paid to the intersection between politics and economics, especially in the developed world. In 1995 the World Bank defined good governance as ‘the practice by political leadership of accountability, transparency, openness, predictability and the rule of law.’
 As this paper will demonstrate, in the United States, the networks that define policy had rendered the entire system dysfunctional. Despite, or perhaps because, of a reliance on interpreting political and economic mores via a narrow application of carefully defined legal safeguards, the ethical component of public and corporate life was fatally undermined. By mapping the political economy of corruption in the securities markets, using the key variables determined by the World Bank, one can track how all but the rule of law broke down with devastating effect on the American securities exchanges, in the process exposing the powerlessness of the regulators to affect meaningful enforcement.

In large part, therefore, the excesses of the 1990s can be traced to the increasing financialization of the American economy. The result has been the creation of a model of business success based not on solid foundations but suspect financial engineering, which, in turn, fostered a climate that denigrated oversight. Much more seriously, the continual ebb and flow of allegations surrounding the corrupt nature of the market in the 1990s ensured the indelible rendering of the taint of scandal on the very foundations of the securities markets. 

Trust, an essential ingredient for the smooth operation of the market, remains in short supply. The revelations of how warped the financial system had become in the late 1990s and the colossal greed that underpinned it was truly shocking to many who believed in the rhetoric of equality of opportunity in the marketplace. This erosion of faith is both widespread and deeply rooted in fact as well as perception, unpalatable realities belatedly accepted by the corporate world.
 Among those how expressing revulsion at the structure they had created are the primary architects of the contemporary system. The former Chairman of the Federal Reserve, Paul Volcker, summed up the unease when he commented, ‘corporate responsibility is mainly a matter of attitudes, and the attitudes got corrupted. In the 1990s, we went from ‘greed is good’ being said as a joke to people thinking ‘greed is good’ was a fundamental fact.’
 

President Bush has vowed to prosecute the war on corporate crime with the same vigour as that deployed against the scourge of international terrorism. In the president’s estimation, both were crimes against the American way of life perpetrated by deviants. In the folksy rhetoric so beloved by the former Texas governor, both sets of outlaws need to be hunted down in order to protect the homestead. Left unanswered in this simplistic analysis is the charge that the crisis facing corporate America is not the result of deviance but rather the inevitable out-workings of a political and economic system, which pivots on the malign power of money to distort the deliberative process. It is the system itself that now stands accused of creating the circumstances for the morally challenged executives to thrive. It is not in the interests of the system to draw attention to this failure: better then to create the impression of decisive action to dispense with ‘the rotten’ element, the deviants who demean the American dream. 

As the scandals unfolded, the indictment of the professional classes for their role in facilitating that attitudinal ethos prompted further erosion in fiduciary trust. It is this wider breakdown that poses the most serious questions of legitimacy. In a probing account of consequences of the breakdown in social trust, the philosopher Oonora O’Neill has commented that unless transparency is accompanied by a genuinely enforceable sense of obligation not to deceive, the conditions for the maintenance of distrust remain untreated.
 

Even the much-vaunted Sarbanes-Oxley legislation on corporate responsibility, passed with such fanfare in July 2002 is being undermined. Michael Oxley, the co-sponsor of the act, has served notice that its provisions are not cast in stone. While the legislation does go some way in addressing the problem of corrupt actors within the firm, the wider issue of the operation of the financial model itself at systemic level are not meaningfully addressed, a failure that can be traced, in part, to the expenditure of $41m in lobbying by the securities industry. 
The difficulties in breaking open the inner machinations of the corporate world centre on internal and external factors. Hierarchical reporting structures within the managed corporate model, coupled with an unwillingness to challenge privately condoned, if publicly proscribed, behaviour because of fear of retaliation or spurned advancement, have long been recognised in case study analysis. As Pound has argued, not only is bad news ‘filtered out’ as one moves up the reporting chain, but at the highest level, that of the board, there ‘tends to be a bias in favour of collegiality and consensus. For one, it is easier than provoking a conflict. For another, although they may suspect that a particular decision is wrong, directors in most cases have little evidence on which to base a debate…The managed-corporation model plays into the weakness of human and organizational behaviour and allows mistakes to go uncorrected until they become catastrophic.’
 Enron provides a case in point. As early as 1977, the Securities and Exchange Commission in the United States mandated the establishment of audit boards made up of independent directors to ensure that effective oversight was carried out. Delegating this authority to a stacked board, handsomely rewarded for inaction, was a disaster for Enron and its shareholders and was, in part responsible for the failure of the company. 
The confluence of systemic internal and external flaws – the inability to detect illicit management decisions and the pathological capacity of firms to retrospectively cover their tracks - and the ending of the euphoria associated with the boom have made the task of disentangling causes and consequences of wider failure exceptionally problematic.
 Conflicts of interest over audit and consultancy business, somnolent boards, subservient audit committees that rubberstamped managerial pay packages, asymmetrical imbalances that relegated the power of cost-centres such as legal and compliance departments to enforce change, innovative financial instruments that have left the legislative and regulatory frameworks hopelessly outdated and most importantly a reliance on accounting standards based on principles rather than rules were all contributory factors that invited an erosion of business integrity. The danger inherent in not calibrating reputational risk, in part because the lack of credible enforcement informed corporate decision-making, has exposed fundamental weaknesses that are only now being addressed in comprehensive enterprise risk management. Furthermore, while it is important to demonstrate how actors have deviated from established internal codes of practice, it is also necessary to examine the dysfunctional realities inherent in the model. The result is an erosion in the efficacy of voluntary codes and self-policing paradigms, thereby proving the truth of Machiavelli’s warning: ‘There’s such a difference between the way we really live and the way we ought to live that the man who neglects the real to study the ideal will learn how to accomplish his ruin, not his salvation.’
The debate on corporate governance has traditionally centred on ensuring a balance between the tripartite relationship between the board, management and shareholder; less attention has been placed on the wider issue of the role played by corporations in society and its unique power to distort the deliberative agenda by setting the stage for socially and politically acceptable behaviour.
 The recent wave of scandals in the United States has rendered such an approach unsustainable. It is therefore necessary for any analysis to adopt a wider definition of what corporate governance entails. The definition of corporate governance utilised in paper is that formulated by the British entrepreneur, Adrian Cadbury. He refers to corporate governance as ‘the system by which companies are directed and controlled’ an interpretation that allows for a wider investigation of the interlocking processes and shifting boundaries at work.
 

In this regard, the sole emphasis on dealing with corrupted actors – while necessary – falls short of identifying the circumstances in which malfeasance can occur and the systemic problems that result from the pivotal role that is played by the corporation model itself.
 More importantly, the trillions of dollars lost as a consequence of misguided belief in the integrity of the system has also occasioned a partial realignment of the balance of power between corporate sector and wider society, a process that throws into stark relief the hidden architecture of the corporate model.

The retreat from federal government, occasioned by the ideological certainty of Ronald Reagan, enhanced by his successor, George Bush Senior, maintained by Clinton in the democratic interregnum from 1992-2000, and re-invigorated by George Bush Junior, was based on the belief that a deregulated economic market, combined with devolved power from federal government offered the path to political and economic success. This ideological fervour cut across both major political parties, ensuring that the range of policy options was circumscribed from the beginning. It was indicative of the growing power of the securities industry that any official probe into the workings of Wall Street focused only on actors not systems. This was the exercise of real power in action: the ability to directly affect the actions of the political establishment.
 

With the SEC overburdened and run by a chairman, Harvey Pitt, who viewed confrontation with Wall Street as anathema, a window of opportunity existed for another lawyer to make his name investigating the endemic and systemic conflicts of interest within and between the investment houses. Elliot Spitzer, the combative and ambitious Attorney General of New York, grasped the opportunity occasioned by federal and regulatory inaction. In the process he exposed the reality of systemic fraud. He single-handedly cast-off the ideological straightjacket of powerlessness when faced with a well-funded and ever-watchful sector determined to safeguard its own independence by calling in political favours. 

Network theory can play a pivotal role in understanding the extent to which the problems associated with corporate America are best described as the outworking of systemic flaws. The theoretical basis for network analysis lies in the fact that interaction with others reveals not only the existence of social groups but also how these groups form, develop into cluster, mutate and grow into complex inter-connected networks with the capacity to extend their influence. In a recent seminal contribution by the physicist Albert-Laszlo Barabasi, it is argued that independent actions combine to form ‘spectacular emergent behaviour’, which, while conforming to a self-replicating fundamental structure, is contingent on complex interactions with other networks. Detailing the make-up of Fortune 100 company boards, Barabasi demonstrates ‘how the interlocked small world nature of corporate directorships determines most major appointments in corporate life.’
 Precisely because board membership tends to be drawn from the same gene pool – other CEOs – the emphasis is not only on congeniality rather than confrontation, it also creates powerful interconnections.
 The linkages across the entire corporate sector from board directors to the market via professional ‘brokers’- accountants, auditors, lawyers – has resulted in the creation of the most influential network in American society.

Central to Barabasi’s mapping of corporate reality is the argument that reference to an exchange between competitors is a myth. Rather, the relationship in contemporary capitalism is one between partners, trading on long-term linkages, indebtedness and support rather than immediate superiority. The implications are enormous and suggest that an inordinate emphasis on corrupted actors destroying the credibility of the market spectacularly misses the point.
 

The existence of socially embedded networks imbues within the business culture, therefore, a malignant virus that thrives in an environment in which ethics play a secondary consideration. Networks exert powerful socialisation processes across the corporate landscape both within firms and between corporations and those in whom fiduciary trust is placed. Spitzer’s success lay in the fact that as an outsider, he operated at one remove from the network. Capitalising on, or as his critics would suggest, fomenting revulsion at the excesses associated with the collapse in confidence, the investigations ordered by the Attorney General were pivotal in prising open the closed network that controls corporate finance. 

The central question is whether the process is reversible. The call of the chairman of the Securities and Exchange Commission, William Donaldson, for a change in the DNA structure of American business necessitates a profound cultural shift in corporate culture. It is based on the optimistic belief that re-indoctrination can cleanse the corporate body. Internalising that belief system would require a mass Pauline conversion, an enormous undertaking with only a partial chance of success. Shifting the balance of power within the corporation to the board in itself will not be enough to effect meaningful change. Unless the nodal links that make up the interlocking networks internalise the value of dissent, the result will be an emphasis on confirming to the letter of bureaucratic process. 

The scale of the malfeasance in the United States has comprehensively falsified the canard that corruption, particularly in the private sector, is best tackled through the placing of an inordinate emphasis on tackling predatory crime, such as the payments of bribes to low-level officials. The most insidious form of corruption has been in the systematic evasion of regulatory oversight. Overloaded and under-staffed, the regulatory authorities are compromised from the beginning because of the need to rely on the accuracy of the information provided, the constant exchange between regulatory bodies and those who are being invigilated without a cooling off period and the political support given to corporations. 

The collapse of Enron, therefore, served to open a Pandora’s Box. It revealed that the corruption was not simply the result of corrupted individuals manipulating their companies, outside auditors, general counsel and the market itself. Enron is a symptom of the corrupting tendencies endemic in the business and political model not the cause, a point underscored by the fact that of the 248 senators and representatives now investigating Enron, 212 received contributions from the Houston conglomerate.
 So sophisticated had Enron’s lobbying operation become prior to its collapse that it had developed a software programme, internally termed ‘the Matrix’. The programme tracked every proposed change in federal legislation and automatically produced a cost-benefit analysis for the firm. The economist who developed the programme, which computed the bottom line and provided detailed information as to whether or not to deploy Enron’s formidable lobbying machine told the Washington Post, ‘it was a new thing to be able to quantify the regulatory risk.’

Quantifying the political cost of this enormous power to influence, or more accurately distort, the deliberative process is a much more complicated affair. Despite a number of high profile arrests and impending prosecutions, scant attention has been paid to the underlying malaise.  The first difficulty to overcome is how to define corruption. At what stage does an action become corrupt and how do you stop the entire fabric of politics from itself being labelled as corrupt as apposed to being susceptible to corruption?
 This is particularly the case in a political system like the Unites States, where the combination of an executive presidency and the ever-increasing demands to secure financing to run for office have resulted in the atomisation of the party structure. Political parties are weak facsimiles of their European counterparts. The dependence of politicians on private contributions mean that they are not well placed to resist the demands of institutionalised lobbyists. 

Given the increasing reliance on negative campaigning, the cost of taking positions at variance with the conventional wisdom or worldview associated with the corporate sector is one few candidates are prepared to take. With the agenda skewed in advance, the consequences for the quality of political discourse and the inter-relationship between the various actors – corporate, political and civil society - are profoundly disturbing. 

Apportioning responsibility for the crisis in the capital markets is increasingly problematic without providing an overview of the way in which formal and informal networks combine to discretely ensure that any legal or regulatory change will not lead to a diminution of power and influence. It is therefore necessary to factor into the analysis a systematic examination of the structural bias in American politics. This addition raises fundamental questions about the validity of traditional models used for measuring corruption. 

This problem is minimised however by refocusing the problem of political corruption to incorporate the pro-active role played by politicians themselves in creating and maintaining the system. It allows the analysis to more beyond the anecdotal to provide a systemic explanation. Crucially, it also demonstrates why reform has proved so elusive: political corruption is a two way process in which the politicians themselves have exacerbated the role played by money in American politics by their constant attempts to extort it from the very industries with most to fear from government regulation. 

It is no coincidence that the sectors most affected by what the New York Stock Exchange calls the ‘meltdown of significant companies due to failures of diligence, ethics and controls’ are those that thrived because of changes in the legislative climate: telecommunications, banking and energy.
 The corporate governance crisis therefore extends well beyond the boardroom and stretches inexorably to the nation’s capital itself.

Central to its operation is a sophisticated ‘rent extraction process’ developed by Fred McChesney, in which ‘politicians are seen not as mere brokers redistributing wealth in response to competing private demands, but as independent actors making their own demands to which private actors respond.’
 Seen from this perspective the operation of congress has become a form of political extortion through which companies are as likely to pay up to prevent legislation as to introduce it. Rather than limited to spectacular but limited cases of malfeasance, the cost of electioneering in the United States has done much to inculcate and exacerbate the deleterious effects of a skewed and corrosive system that, without paradigmatic change, is incapable of reform. 

In this context, therefore, it is also imperative the analysis provides a critical account of the pivotal role played by ideology as a cloak to disguise special interest pleading. Ideological battles are accentuated precisely because there is a consensus on the common core values but fundamental division over whether government is part of the problem or the solution. While the pursuit of equality, liberty and fairness before the law is central to American conceptions of the state, an innate distrust of politicians and government is deeply embedded into the fabric of society. This in turn feeds into acute debate over the reach and extent of governmental interference. What the historian Samuel Huntington terms the ‘anti-power ethos’ was, and remains, a key weapon in the ideological battle over regulation.
 

One of the major reasons for Bill Clinton’s ability to ensure that the Democrats could compete effectively in the 1992-2000 period was the Democratic acceptance of the hegemonic conception conceived by corporate America and delivered by a political system that ensured that the range of available options was delineated on its terms. In a subtle reworking of Gramsci, the ‘Modern Prince’ is conceived, not as political party, but as corporate manipulation.
 

Ideological disputes are, by definition, constant with battles of position waged over the legitimacy of current practice. Following the limited response by the political establishment to the corruption of the marketplace, opportunities existed for ideological entrepreneurs, most notably the combative Attorney General for New York, Elliot Spitzer, to carve out ideological space that is deeply threatening to the established order. While it also true that the probes into the operation of Wall Street provided the Attorney General with a populist crusade, which served to provide him with a bespoke political base, there can be little doubt at this stage that the systemic conflicts of interest point to a criminal conspiracy to defraud the market. 

In an interview with BusinessWeek, Robert Morgentheau, the influential US District Attorney for New York, and a veteran of major investigations into past corporate fraud, suggested this latest phase in corporate crime was more dangerous and more disturbing. ‘I think we're seeing now is that the system of corporate governance, of checks and balances, has really broken down.’

The global lesson from the United States is that effective corporate governance structures require, therefore, a much wider focus than that traditionally utilised. As the OECD recognised when drafting its widely cited definition in 1999, ‘corporate governance is affected by the relationships among participants in the governance system.’
 When the OECD itself highlighted the ‘synergy between macroeconomic and structural policies’, it saw corporate governance as a way of maximising growth through transparency. It is now abundantly clear that narrow definitions of corporate governance and ideological aversion to regulation can in itself form part of the problem. 

To date the unrelenting examination of individual units, companies, sectors, has the same distorting effect as peering at a section of the Bayeaux tapestry with a microscope. The result of this myopia can be an intellectual confusion between cause and effect. We are left with an intricate, but partial, understanding of how the complex weave fits into a wider system of decision-making, policy formulation and societal structure. In those circumstances, advocating a return to the primacy of the markets as an engine of growth without greater understanding of how policy is actually created, is nothing short of reckless. 
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