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State Capture — what were we talking about?

Contrast -- Traditional administrative Corruption as getting
around the Implementation of the (pre-set) Rules of the Game,
vs. State Capture = Shaping the Rules of the Game (incl.
Institutions, budget, accountability) by the Economic &
Politically Influential -- at the expense of the public good

The focus shifts from the ‘corrupt public servant’ to the
economic & politically influential ‘captor’: it can be a powerful
non-state actor, or a politician, or both colluding

State Capture can be Legal, by design (even if far from ethical)

Related to acute Inequality of Influence by a narrow group (networx)

A fundamental driver of socio-economic and political outcomes
(vs. corruption — often a symptom)

Rethink of corruption definition: from ‘abuse’ to ‘privatization’



Evolution in the study of State Capture since the '90s

1. State Capture concept, and the field, has expanded, with a
more political and interdisciplinary treatment

2. Scope of actors engaging in capture is larger. State actors can
also be captors as well. Non-state & state actors can collude.

3. In-depth inquiry into the process of capture, & on the ‘objects
of capture’ — the institutions, policies, regulations, laws.

4. Empirical work expanded from initial focus on FSU/CEE
transition (e.g. SAfr): a universal challenge, yet country variation

5. Awareness about the dire consequences & costs of capture,
leading to Commissions of Inquiry and to focus on prevention



‘Seize the State, Seize the Day’ Research on Capture, 1999-2000:
Differences in Transition Countries on the Extent of State Capture
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Towards measuring State Capture worldwide: SCI

Why SCI?

* lack of cross-country measures (incl. multi-year) for an increasingly
studied and relevant phenomena

* ‘If it cannot be measured, it cannot be controlled’ (Lord Kelvin)
 State Capture == Corruption or Absence of Rule of Law
* Variance over time & space: gold mine for research & policy analysis

What SCI? Conceptual - based on the 6 basic tenets (in previous slide)
which remain robust, with an evolution: captor can be a kleptocrat

How SCI?: Statistical considerations:

* As with measuring phenomena such as governance & corruption,
the true extent ofgstate capture is unobservable in strict statistical
sense.

 We are in world of proxies ->margins of errors around ‘true’ capture
* Thus, interpretative caution: small differences are not meaningful
* Even more so here: A preliminary index as work in progress




Basic Framework to Assess State Capture:
Law, Polity & Policy, Enabling Environment

Capture & Corrupt Capture of Polity & Policy
Rule of Law (CCRL) (CPAP)

\ (The ‘What’) /

State Capture [SC]
(by Captor)

[ The ‘How’

Capture-Enabling Ecosystem (CENE)



Table 1 SCI: Components, Variables, Sources & Country Coverage®

SCI Component and Components and Variables Mo, of countries
Sources at Source
1. CCRL Caprured & Corrupt Rule of Law
la. Legislature corrupition 176
Source: 1k, High level Judieiary corrption 176G
W-Ldem le. High Court lack of Independence 176
1c. Tk s H i. T lewvel o lr:ru.pl.ii m 111 Executive 176
le. Media corruption 176
2. CPAP Caprtured Political Access and Public Goods
Za. Power distributed by Sociceconomic position 176
2. Ihsclosure of Car [1|1_I.i_L[!I. Finance 176
Source: 2e. Elecnon Wote buaying: 176
¥-Lhem 2d. “Captured” (partculansnc) ‘Public Goods® 176
Ze. Pobey Reform Justificanon by Polineal Elive 176
2 Range of Consultanon 176
3. CENE Capiure Enabling Environmenit
3a. Lack of Volce & Accountabality 208
Source: Wl 3b. Lack of Rule of Law 211
3e. Lack of Regulatory quahey 211
3d. Exrent of Corrapstion 211
Source: WL 3E Top 1% meome distmbuotion 172
. Top 1% wealth distobution 170
3h. Top (L1%% income distribuation 172
3. Topr (1% wealth distnbuton 170




State Capture vs Extent of (traditional) Corruption: 2020-22
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Extent of Corruption vs. State Capture (2020-2022): Countries in OECD
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Extent of (traditional) Corruption (WGI) vs. State Capture Index (SCI) for
High Income and Low/Medium Income Countries (2020-22 period)
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Evolution of State Capture, selected countries: 1996-2022
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Evolution of State Capture, selected countries: 1996-2022
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Unbundling: manifestations & Extent of State Capture differ across countries
Capture of Rule of Law (CRL) vs. of Polity & Policy (CPP) in select countries
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State Capture can be confined or broad in scope. Dire
societal consequences

Scope: 5 broad pillars which are capture targets —

1.
2.

3.
4,
5.

Constitutional/Rule of Law (Parliament, High Court, Intel,..)

Economic Policy/Administrative (Public finances [budget/
tax], Central Bank, civil service, regulatory agencies, etc.)

Dismantling Anti-Corruption/AML framework (norms & laws)
Cultural/Informational (incl. media; Al; narrative/cognitive)
Transnational & Sectoral (incl. Natural Res., finance, trade)

Dire Consequences:

 Huge Socio-Economic & Developmental Costs: likely a

multiple of the cost of traditional corruption

* Undermining of civil and political rights — democracy
* Unprotecting our planet



Consequences of State Capture

* Huge Socio-Economic & Developmental Costs, incl. undermining
of social & economic rights (eg discriminatory provision of public
goods): likely a multiple of the cost of traditional corruption

* Undermining of civil and political rights, including right to vote &
freedom of association, expression, media

* Abuse of the judiciary and the security system (incl. threats to
physical integrity rights)

* Growing distrust in state institutions, weakening of participation
and of democratic institutions

* Thus, possible descent from democracy to autocracy (research)
* Captured states likely to become entrenched, hard to reverse

* Yet process leading to capture can be diagnosed in real time.

* This opens opportunities for prevention.



State Capture & Absence of civil liberties/political rights (VA)
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Mis-Governance & State Capture
affecting the Energy Transition

State Capture and Lack of Energy Transition
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Paths to Prevention of State Capture

|. Contextual elements to develop strategies to prevent state
capture -- recognizing universality & country differences:

- ‘Early warning system’: diagnostic tools, red flags, data

* Probing into Inequality of Influence: who wields inordinate
hold on power & influence; what is direction of travel?

 Main vulnerabilities vs. institutional checks & balances
strengths — entry points

« Multi-stakeholder participation: government + civil society, &
role of privates. A strategy.

Il. Specific Areas for diagnostic

Public Access in Norm-Producing Process

. Rule of Law, Regulatory & Oversight Mechanisms

. Electoral Process and Political Engagement Standards
. Information, Transparency & Technology Integration

. International, Systemic and Sectoral areas and reforms

A WN =



Concluding Reflection -- onto discussion

Moving beyond traditional corruption notions and templates: State

Capture -- to assess fundamentals, not symptoms.

Instead of asking: “How corrupt is a country?”, asking: “Who unduly
influences whom, how --via which powerful network and
mechanisms--, and with what impact on development and
democratic institutions?”

Impact is can be enormous -- significant variations across countries

Prevention of capture: feasible, with timely data & collective action

In-Country Diagnosis to identify: i) vulnerabilities (judiciary,

parliament, executive); ii) strengths (media, citizens), iii) agents of

institutional resistance (judiciary, etc); iv) role of

markets/competitive private sector).

Audacity: in exposing & addressing state capture, with evidence




State Capture data in the FT & the Economist

FT: In Defense of the State, Martin Wolf
The clean and the mean

Capture of the state by private interests has risen substantially in the US
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