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On May 19, the legislation prohibiting Russian officials from holding bank accounts abroad or
owning foreign-issued shares and bonds came into force. It would seem at first glance like
a very useful law. But this law will probably only have a limited impact on capital outflow
because public servants will simply use more discreet and ingenious ways than before
of hiding assets abroad.

Though the authorities seem to understand how damaging state corruption is for the country,
this law is the result of a populist reaction by President Vladimir Putin. It is not surprising,
therefore, that the ban on foreign investment does not target the causes of state corruption
but only one of its visible and embarrassing consequences: asset flight.

Why should a senior official not be able to hold assets abroad as long as they have been
legitimately earned and declared? He might be called "unpatriotic" for doing so, but it should
be legally possible for him to take this risk. The underlying reason why it is now illegal is that
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the wealth amassed by many politicians and civil servants is suspected to be the proceeds
of corruption.

State corruption feeds on permanent bureaucracies that allow close personal relationships
and long-lasting business ties to be established. Both in Russia and abroad, the wealth of a
career politician should always be seen with suspicion. If political terms in office at all levels
were limited to a maximum of two re-elections or reappointments, graft and cronyism
in government would undoubtedly decline.

But such term limitations are not implemented for the simple reason that they would go
against the financial interests of the very people who are charged with passing them into law.
Naturally, public servants will resist all changes that are not in their interest, and it is
therefore surely not a coincidence that the final version of the bill signed by Putin exempts
ownership of foreign real estate, the preferred type of foreign investments by wealthy public
servants.

The new law limiting foreign investments of senior officials can therefore best be described as
only a bandage on the gunshot wound of state corruption from which Russia is hemorrhaging.
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