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Corruption: what’s in a name?
Transparency International defines corruption as the ‘abuse of entrusted power for
private gain’. This definition includes an element of subversion, or illegitimate use of
resources meant for a particular purpose to further another goal. It involves a benefit
that should not have been obtained, as well as harm to someone who was entitled to
a benefit they did not receive. When applied to the public sector, it entails expectations
and norms being flouted due to misuse of a public (usually state) system for a private
(individual or group) benefit, rather than public, good. If repeated regularly, it leads to
the degradation of a system meant to benefit the public into one that benefits certain
groups to the detriment of others.
Corrupt practices include:
• Bribery, most readily identified as a form of corruption
• Nepotism and favouritism in hiring and promotions
• Embezzlement of (state) funds
• Extortion
• Electoral fraud
The scale of corruption
• Petty: low-level bribery and influence peddling
• Grand: affecting institutional processes such as procurement
• Kleptocracy/state capture: repurposing of entire state apparatus for personal or
group enrichment.
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Corruption and international security: the big picture
Corruption has been a staple of development debates and a key consideration for aid
programmes since the mid-1990s. 1 Its corrosive effects are well-documented; researchers and
policymakers have experimented to better understand and mitigate the impact.
But aside from some hand-wringing about unsuccessful interventions in Afghanistan and Iraq,
the links between corruption and international insecurity have not secured the attention they
deserve. We know now that corruption prevents inclusive economic growth, diverts aid, and
weakens governance. But what of its impact on security?
At the end of the last century, the Western foreign policy consensus was that increases in global
wealth, a more interconnected world, and ever greater levels of citizen participation in
democratic economies would drive international politics towards a more just, open, and
prosperous global order. But the assumed progress towards democratic peace has been
stymied by an unexpected foe: systemic corruption.
Globalisation and the development of transnational financial services have enabled well-
organised, corrupt governments to hide funds gained through corruption, and to extract
resources from their populations on a grand scale. Populations that pushed for democracy in
post-colonial states have been disenfranchised through the establishment of kleptocratic
regimes that operate the state apparatus entirely in that regime’s interest. From China and
Pakistan to Egypt and Myanmar, small groups of elites have diverted state resources and
controlled the institutions of the state for their personal enrichment and to retain power over their
populations. This not only leads to the suffering of billions of people worldwide, but also - as
these corrupt elites at the top of state institutions influence global politics and security -
threatens the foundations of the rules-based global order.
The ability of individuals and narrow interest groups to extract and hide wealth and to shape
state decisions also breeds grievances and resentment. Disillusionment and distrust in
government institutions bolster the ranks of non-state actors, from organised crime groups to
terrorist organisations, while the growth of unchecked power can be a catalyst for civil unrest
and regional conflict, often with global implications. As the Arab Spring and Euro-Maidan
protests have shown, corruption on a grand scale creates inherently unstable states that – even
if they have the appearance of stability and wealth – run the long-term risk of conflict and violent
regime change, which in turn can create regional security problems.
In countless cases, corruption has been at the root of states’ failure to respond to insecurity and
international actors’ inability to assist them. In Kenya, former anti-corruption adviser John
Githongo has highlighted the role of systematic graft in undermining Kenya’s ability to react to
insecurity, and in facilitating Al-Shabaab attacks in 2014. 2 And some policymakers are beginning
to recognise that two of the longest and bloodiest wars of the 21st century – in Iraq and
Afghanistan – have been lost largely due to corruption. Generals from Stanley McChrystal to
David Petraeus, as well as analysts puzzled by the spectacular fall of the Iraqi city of Mosul to
ISIS in 2014, have all cited corruption to explain the failure of stabilisation missions and capacity
building efforts. 3 Sarah Chayes, a former adviser to two commanders of the International
Security Assistance Force in Afghanistan, has argued that corruption was the major culprit
behind rising insecurity, creating grievances, hollowing out state institutions, and serving as
fodder for extremist recruitment. 4 Former US Secretary of State John Kerry, meanwhile, urged
governments to make corruption a ‘first-order, national security priority,’ calling it a ‘social
danger’, ‘radicaliser’, and ‘opportunity destroyer.’ 5
2
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And yet, fighting corruption is rarely on mainstream foreign and security policy agendas. Security
assistance continues to flow to places like Saudi Arabia and Egypt, with few questions asked
about how power and wealth are governed. 6 Stabilisation missions continue to focus on making
their partner security forces battle-ready, without considering whether those forces are acting in
the public interest. John Sopko, the US Special Inspector General monitoring the use of
reconstruction funds in Afghanistan, lamented last year that despite a decade and a half of
experience, the United States has not yet formulated a comprehensive strategy for mitigating the
impact of corruption in the country. 7
Corruption helps create the conditions for conflict to thrive. It perpetuates poverty, inequality and
injustice, wastes funds that could be spent on development and human security, and facilitates
the operations of extremist groups and organised crime syndicates. The legacy of corruption
can squander peace settlements, as elite networks born in conflict jostle for political and
economic control. Corruption – and the secrecy that enables it – can contribute to competition
between states, leading to arms races, as well as facilitating nuclear proliferation. In some cases,
corruption has been used as a foreign policy weapon to undermine national sovereignty and the
security of states that others wish to control. Even in those countries where corruption doesn’t
visibly affect day-to-day life, financial systems and interventions can enable and encourage
corrupt practices, with knock-on effects to their security and internal legitimacy.
Corruption in some sectors, especially in defence and security institutions, has an especially
pernicious effect on human, state, and international security. In some cases, the effects of
corruption are immediately visible, with predatory security forces abusing the populations they
were set up to protect. In other cases, the secretive nature of the sector hides the effects of
corruption until a crisis reveals them. In either case, when military structures have been
damaged by corruption, they are incapable of responding to insecurity and violence. When a
military fails, it fails spectacularly: predatory, hollowed-out forces create the space for the likes of
Boko Haram, ISIS, and organised crime groups to thrive. The consequences of these forces
failing are too big to be ignored by either the security or the development community: if peace
and security are to take hold and create conditions for development, defence and security
corruption – especially in fragile and conflict-affected states – must be a priority for both.
“If we’d been able to reform the defence forces – turn them into
institutions that people trusted – maybe the Houthis wouldn’t have
had so much success, so quickly, and been able to reverse the
progress we were starting to make after the revolution. But the
people didn’t trust the government, it was too corrupt, and they
didn’t believe that the security forces were there to protect them. If
we had been able to change that, Yemen wouldn't witness this
crisis.”
Saif Al Hadi, TI Yemen
3
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About this report
Combining an analysis of primary sources, interviews with academics and former policymakers,
and an extensive literature review, this report begins to map the ways that corruption threatens
international security and contributes to conflict. We review quantitative evidence supporting a
linkage between corruption and conflict, but our predominant focus is on case studies and
examples that illustrate specific corruption risks and pathways affecting international security. 8
We do not, however, offer an exhaustive analysis of the factors leading to conflict in particular
cases included in this report; rather, we trace the role that corruption can play in each case. Our
focus is on the public rather than private sector. We analyse how corruption - especially state
capture - feeds into conflict in fragile states by helping create environments more likely to see
strife (from violent protests to civil wars) break out, and by facilitating the operations of violent
extremist groups. We look at the impact of corruption on defence and security institutions,
making them less responsive to their populations and less effective in addressing real security
concerns, which can contribute to the outbreak, longer duration, and recurrence of conflict. We
examine how corruption can squander the opportunities created by peace settlements and
undermine the fragile post-conflict peace, especially in the longer term. Here, we draw attention
to the nexus between corruption and organised crime, a frequent legacy of conflict. The links
between corruption and organised crime can undermine human security and lead to state
capture, and their reach is wider than the scope of this report.
Two sections flag less-researched aspects of the corruption-insecurity nexus which can affect
any state, but especially those middle-income countries seeking to expand their influence or
resist the influence of others: the intersection between corruption, arms races, and nuclear
proliferation, and the strategic use of corruption as a foreign policy weapon to undermine
national sovereignty and security. In these cases in particular, investment in more research and
analysis is needed: available literature does not allow for a comprehensive assessment of risks
that corruption can pose to, for instance, non-proliferation initiatives. Finally, the report brings
together insights on the role of international actors – particularly developed states and their
financial systems - in checking and spreading corrupt practices as they engage in fragile states
or attempt to support peace processes.
4
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Corruption, fragility and conflict: an empirical link
Corruption affects every single country on the planet. In more than 120 of the 176 countries
surveyed in the 2016 Corruption Perceptions Index (CPI), corruption is perceived to be a
significant problem. In the lowest-scoring countries, citizens frequently contend with poor quality
public services, with access frequently depending on bribes. Even at the opposite end of the CPI
spectrum, public integrity is undermined by illicit financial flows and deep rooted conflicts of
interest. 9
Source: Corruption Perceptions Index, Transparency International 2016
Corruption and conflict are frequent bedfellows: 7 out of the 10 lowest-scoring countries in the
2016 Corruption Perceptions Index were also among 10 least peaceful countries in the 2017
Global Peace Index. 10 Existing literature reflects a broad agreement that corruption and conflict
tend to occur together; corruption and political instability, for instance, are correlated, and states
dominated by narrow patronage systems are more susceptible to instability. 11 Between 2008
and 2016, corruption-related violent incidents (from demonstrations against corruption to regime
change and full-blown civil wars) where corruption was at least a contributing factor occurred in
over 20 countries, including Burundi, Egypt, Honduras, Kyrgyzstan, Libya, Mexico, Nigeria,
Tunisia, Ukraine, Venezuela, and Yemen.
5
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Source: Carnegie Endowment for International Peace, 2017
But correlation is not necessarily causation: so does corruption cause conflict, or is it a legacy of
conflict? Some argue that corruption and conflict are co-dependent and caused by similar
factors. Others contend that increased corruption levels tend to follow conflict due to a social
legacy of distrust, weakened institutions, and wartime economies. 12 But the evidence – both
case study-based and statistical –suggests that the relationship runs the other way as well, with
high corruption levels contributing to violent incidents and the outbreak of conflict.
Analyst Sarah Chayes has argued persuasively that corruption has been a root cause of the
Arab Spring protests and regime changes, as well as the rise of violent extremist groups such as
the Taliban and Boko Haram. Systemic corruption, repurposing the functions of state for the
benefit of narrow elites, helped create conditions that brewed discontent, including declining
economic opportunities for the many. Conspicuous displays of stolen wealth by corrupt leaders
also provided the spark that eventually ignited the protests. 13
Large-scale analysis conducted by the Institute of Economics and Peace (IEP) suggests that not
only is there a relationship between corruption and conflict, but that there is a ‘tipping point’,
beyond which any increase (even small) in perceived corruption levels results in an increased risk
of internal conflict and violence. Once a country crosses the ‘tipping point’ – around the CPI
score of 40 out of 100 points - it sees an increase in indicators of conflict, including political
terror and instability, violent crime, organised conflict, and access to small arms and light
weapons. The relationship between corruption and worsening indicators of peace appears to be
one-directional: while levels of corruption seem to affect peace, positive changes in peace
indicators do not show an equally strong impact on corruption levels. 14
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The World Bank has also concluded that corruption can fuel conflict. The Bank’s 2011 World
Development Report cited two factors: the way corruption adds to popular grievances (such as
political and economic exclusion, human right abuses, or access to justice systems) and the
diminished effectiveness and legitimacy of national institutions and social norms. 15 These two
factors effectively explain why high corruption levels are associated with higher levels of state
fragility and lower resilience. * Out of the 15 states at the bottom of the 2016 Corruption
Perception Index, a third are at ‘very high alert’ for fragility, with others classified at only slightly
lower levels of risk. Fragility, in turn, is associated with higher risk of civil war: the World Bank’s
tracking of 17 states which were classified as ‘fragile’ between 1977 and 2009 showed that 14
of them were affected by major civil wars and two struggled with minor incidences of conflict.
Highly fragile states are less able to withstand challenges, survive crises and address the factors
that precipitate them. 16
Institutional fragility is particularly dangerous when it affects institutions responsible for security
and access to justice. In countries at or around the ‘tipping point’, corruption tends to affect
most corners of the public and private sectors, but the IEP analysis identifies two sectors of
crucial importance: the police and judiciary. Corruption in the police and the judiciary appears to
have the most statistically significant relationship with indicators of peace, as the level of
perceived corruption in the police and the courts is tightly correlated to incidences of political
terrorism, organised conflict, access to small arms, high criminality, and violent
demonstrations. 17 When corruption exists in the very sectors that should ensure access to
justice, it becomes difficult for citizens to gain redress of injustices through state channels, and
high levels of police corruption push citizens toward alternatives. 18
The ‘tipping point’ countries also tend to have weak controls over their defence sectors, raising
corruption risk in the armed forces. According to recent Transparency International research, 23
out of 24 African countries classified as being at the tipping point in 2014 also face very high or
critical levels of corruption risk in their defence sectors, caused by ineffective or absent oversight
mechanisms, gaps in internal procedures, and – in some cases –the repurposing of the military
to facilitate the flow of resources to elites. 19 With little information available on the allocation of
resources in defence institutions and a high likelihood of ineffectiveness and waste, it is unlikely
that defence forces will be capable of responding to insecurity or protecting the population,
should the country tip into conflict.
The research thus strongly suggests that corruption does contribute to conflict and can provide
the spark needed to ignite violence. Some experts, however, have argued that corruption can
also have a stabilising impact in fragile states, and either prevent or help end conflict by offering
parties access to state resources. 20 Hanne Fjelde, for example, has concluded that higher levels
of corruption have helped mitigate the potentially negative impact of oil (usually associated with
higher risk of civil war), enabling ruling elites to buy stability by using natural resource rents to
consolidate patronage networks. 21
*
State fragility is defined as a higher exposure to risk combined with lower capacity to mitigate it.
7
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The argument and evidence is convincing, but only up to a point. Rentier systems enjoy a
precarious stability which only works as long as the resource rents and demand for payoffs
remain constant. Changes in national or international conditions, including economic shocks,
can quickly compound the risks of conflict in territories controlled by corrupt regimes – fragile
institutions dependent on personal links are rarely able to absorb a big change in conditions that
affect them. 22 In the early years after independence in South Sudan, the ruling elite diverted oil
revenues for private enrichment and to fund patronage networks through defence sector
expenditures: a bloated military budget constituting almost 35% of government spending in
2012 was used to pay the salaries of 230,000 soldiers and militia members belonging to various
patronage networks. For a few years, the system worked; loyalty was bought and violence kept
in check. But in 2012, increasing prices of loyalty, a spat with the Sudanese government over
the use of oil infrastructure, and a global decline in oil prices led to decreasing production and
lower revenues, diminishing the ability of President Salva Kiir’s government to buy the loyalty of
its opponents. Unable to pay, Kiir resorted to dismissing his opponents; within a year civil war
and a humanitarian crisis engulfed the country. 23
The following section explores in more detail how corruption can create or exacerbate the
conditions leading to conflict and violence. We focus first on the links between corruption and
other structural issues which have been shown to raise the risk of conflict and civil war –
currently the most destructive type of conflict. We then show that corruption in the defence and
security sectors can be particularly detrimental to peace and stability, and discuss the
implications of conspicuous corruption for setting off violent confrontations, igniting wider
conflicts, and fuelling the rise of terrorist groups.
8
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Creating conflict environments: state capture, poverty and
inequality
Of course, not every case of corruption inevitably leads to conflict and rarely is corruption the
only cause. But corruption does create and exacerbate the impact of many other critical factors
that contribute to a country’s vulnerability to conflict and insecurity, such as poverty, weak
governance over natural resources, and horizontal and vertical inequality. 24 In short, corruption is
frequently an important ingredient of a combustible cocktail of factors that make a state
conducive to violent conflict. This is especially the case where corruption is used by kleptocratic
elites to extract maximum resources from the state for private benefit rather than ensuring the
delivery of public services, and where perceptions of corruption, inequality and injustice run high.
Corruption, poverty and inequality
In the course of the 20th century, civil wars have become the most frequently occurring and costly
violent conflicts: an average 7-year civil war reduces incomes by up to 15% and destroys social
capital, hampering development and increasing instability in neighbouring states. 25 Many experts
have identified acute poverty as a significant contributing factor. Poverty – or the failure of
economic development - creates fertile ground for grievances, diminishes the capacity of
individuals and communities to manage competing priorities, and fuels violent clashes based on
other markers of belonging, such as ethnicity. 26
This relationship between poverty and conflict taken on its own makes corruption an important
underlying factor. Corruption exacerbates the many and varied causes of poverty and poor
development. Low incidence of corruption is associated with higher levels of human development,
while increases in corruption levels are statistically correlated with lower GDP per capita and higher
inequality. 27 Estimates point to a lowering of GDP by $425 per capita or a dampening of growth
rates by about 0.7% with every 1 point increase on the Corruption Perceptions Index scale. 28 The
United Nations has suggested that the combined loss from corruption, theft and tax evasion in
developing countries was about US $1.26 trillion per year – an amount of money sufficient to lift
those living on less than $1.25 a day above that for a minimum of six years. 29
Corruption also weakens institutions crucial to providing vital services, including health and
welfare. Systems hollowed out by corruption are much less able to handle crises such as
epidemics, for example, which in turn exacerbates their impact on the populations: the death toll
rises and in the long term, development and income levels dip further.
High levels of corruption are associated not only with increased poverty, but with its distribution in
societies too: the higher the level of corruption, the higher the level of inequality. 30 This is
particularly the case where corruption takes the form of systemic patronage and nepotism, along
ethnic or religious lines, and can result in the formation of large horizontal inequalities.
Inequalities - vertical, between individuals and households, and horizontal, between particular
groups - have long been associated with a higher risk of conflict. 31 The evidence concerning
vertical inequality is mixed, and research on how and under what conditions it translates into
violence is incomplete. But large horizontal inequalities - systematic differences in resource
distribution that align with group identity rather than merit, profession, or social position – are
statistically significant. 32 Horizontal inequalities can aid group mobilisation based on other
markers of identification and belonging, such as culture and ethnicity. 33 Unequal resource
distribution can manifest in a number of ways, including the exclusion of certain groups from the
political system and economic opportunities, and privileged access for others. 34
9
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“What is highly explosive is … ‘horizontal’ inequality: when power
and resources are unequally distributed between groups that are also
differentiated in other ways – for instance by race, religion or
language.”35
Kofi Annan, former UN Secretary General
The impact of corruption-induced inequalities is particularly incendiary when accompanied by a
strong perception of unfairness. 36 This is borne out by the analysis of the Arab Spring protests in
the next section, in which perceptions of acute vertical inequality, with corruption at the source,
combined with a sense of humiliation wrought by corrupt systems. Corruption in this case is
more than institutional weakness, a lack of capacity, or a drag on economic growth. Rather, it is
a political arrangement enabling elites to steal national wealth.
State capture, grand corruption and public spending
Kleptocracies – governments that enrich the ruling few at the expense of the many—create
fundamentally unstable societies which are, over the long term, much more likely to see conflict
and instability. Grand corruption and its most extreme form – state capture – occur where elites
steer spending in a way that repurposes state resources for the benefit of a kleptocratic core at
the expense of the broader population. Grand corruption and state capture mean that elites
redirect public spending from sectors which benefit the population to those where opportunities
for graft and kickbacks are greatest. They can extract natural resource rents to the detriment of
the population’s well-being, turn defence and security forces into predators either by repurposing
them for wealth extraction or neglecting them entirely, and steer spending towards large, but not
always beneficial infrastructure projects that provide opportunities for large kickbacks. 37 As a
result, a toxic combination of poverty, inequality (real and perceived) and conspicuous corruption
only needs a spark to set off the crisis.
The harm done by kleptocratic governments goes well beyond money that may be siphoned off
in kickbacks and bribes; the real loss is the public revenue that is diverted towards activities that
produce these kickbacks. The consequences tend to affect the areas of public expenditure that
matter most to the majority of people. The health sector, along with education, suffers the most
from resource shortages precipitated by kleptocracies. 38 By pocketing public funds,
kleptocractic governments lock countries in a cycle of low economic growth and low levels of
human security, as well as driving widespread disillusionment with the state.
One sector that appears particularly attractive for kleptocrats wishing to hide kickbacks is
defence, often a significant, if not the single largest, area of government expenditure in many
countries that suffer high levels of corruption. 39 ‘National security’ justifications can enable ruling
elites to steer contracts toward patronage networks, redirect kickbacks to political campaign
financing, or simply pocket government budgets without scrutiny.
In South Sudan, a bloated defence force financed by an unaccountable budget was used to buy
the loyalty of various factions – but at the cost of other government departments, whose
budgets were raided and resources redirected to the defence sector. In 2012, when defence
and security expenditure constituted 35% of South Sudan’s budget, donors funded 75% of
South Sudan’s health sector. 40 South Sudan’s national security apparatus also routinely
overspent its budget: in the first quarter of 2015, the Ministry of Defence overspent by 150%,
and the Veterans Affairs department by 113%. This money came from other government
agencies, meaning that the War Widows and Orphans Commission received only 5% of its
funding, the Human Rights Commission only 29%, and the Ministry of Agriculture and Forestry
56% of promised funding. 41
10
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The opportunity cost can be huge. The global defence sector is worth just under $1.7 trillion a
year and constitutes a significant portion of most countries’ national budgets, diverting
resources away from other vital public spending priorities. 42 It happens disproportionately in
countries where development is most needed, or inequality is most acute; nearly half of African
states spend over 5% of their budgets on defence, with 7 countries spending over 10%. In total,
over a third of global military expenditure is by countries with zero meaningful budget
transparency. 43
Militaries in the economy and politics
The impact of a corrupt and unaccountable defence and security sector does not end at
wasteful budgetary appropriations; in some cases, it shapes the entire political and economic
situation of the country, usually to its detriment. This is particularly the case where the armed
forces become intertwined with the country’s economy, either due to a privileged political
position or – on the other side of the spectrum – due to the lack of accountable budgetary
allocations that would secure the basic needs of defence institutions. Kleptocratic regimes tend
either to rely on security forces, repurposed to extract wealth and protect political influence of
the ruling elite, or hollow them out through inadequate policy, funding, or oversight. In both
cases, the results are parlous. Predatory security forces left to their own devices create
insecurity instead of creating conditions for increased security, while unaccountable militaries
dominating the economic life of the country stymie growth and development. 44
The armed forces of the Democratic Republic of the Congo are perhaps one of the most
egregious examples of the latter. Attempting to save money, while heading off potential threats
to its rule, the Congolese government regularly and consciously withheld salary payments from
the military. Commanders’ behaviour compounded the effect. A recent study found that
commanders used ‘loyalty tests’ - or strategic non-payments - to determine the loyalty of the
specific individuals. 45 As a result, only 40% of soldiers consistently received wages over a given
six-month period, on average missing 1.59 months of their salary. Those that choose not to
defect have engaged in exploitation of natural resources, extortion, bribery, or violence against
civilian populations as a means to survive. 46 According to one study, military actors deployed
near mines have extorted approximately 50% of miners’ income through illegal means. 47 The
army’s reported interference in at least 265 mining sites in 2013 meant handsome benefits with
near total impunity. 48
“You have guns, you don’t need a salary.” 49
Mobutu Sese Seko
DRC President, 1965-1997
Similarly, in Myanmar, the armed forces - which are outside of civilian control and are expected
to raise their own income - have instituted informal taxes on the population, extracted natural
resources, and taken over two major commercial enterprises (the Union of Myanmar Economic
Holdings Ltd. and the Myanmar Economic Corporation). 50 There is evidence that the military has
been involved in unpaid forced labour, conscription of children, and the use of white phosphorus
to force farmers to make way for military-run extractive operations. The Army has also been
accused of brutality, deliberate arson, and the indiscriminate killing of civilians belonging to the
Muslim Rohingya minority, thereby exacerbating the existing ethnic conflict. 51
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“[W]e find the principal drivers of political violence are rooted not in
poverty, but in experiences of injustice: discrimination, corruption
and abuse by security forces. For many youth, narratives of
grievance are animated by the shortcomings of the state itself, which
is weak, venal or violent. Or all three. Young people take up the gun
not because they are poor, but because they are angry.”
Mercy Corps, 2015
In some cases, however, the impact of corruption and weak governance of the defence and
security sector has been less overt – though no less harmful in the long term. The Egyptian
Armed Forces (EAF), for instance, have been closely intertwined with the Egyptian governments
since 1956, using their position of trust and influence to become a dominant force in the
country’s economy, running businesses from the Suez Canal to hotels. These businesses have
been supported by tax breaks, preferential access to major government contracts, conscript
labour, and secretive bank accounts. 52
The Pakistani Armed Forces have similarly been able to construct a veritable business empire,
with companies and foundations related to the military – including the Army Welfare Trust, the
Shaheen Foundation, the Fauji Foundation, and the Frontier Works Organisation – involved in
manufacturing, land ownership, banking and smaller trade through 96 smaller companies. 53
While the stated purpose of the military’s involvement in the economy is to provide welfare and
services for both soldiers and civilians, this has been difficult to confirm or quantify due to the
opaque arrangements surrounding military economic activity. Writing in 2007, one researcher
has found that some military commercial enterprises have had preferential access to state
assets and non-transparent financing, and that overall, the involvement of the military in the
Pakistani economy has created a system shaped by institutions akin to cartels and distorted by
the military’s privileged access to resources and ability to funnel them into even poorly
performing enterprises.
Militaries in systems like Pakistan garner significant popular support, especially when they are
well-disciplined and appear to be delivering some public value, such as building visible
infrastructure. But the near-monopolies these militaries hold on some sectors stifles competition
and poses significant opportunity costs for their populations and Egypt and Pakinstan’s
development. Widespread patronage in appointments to these institutions’ governing bodies –
bringing together military and political elites – has helped maintain regimes supported by
diversion of public resources and geared toward extracting maximum wealth for the elite. 54
These are structural factors that can lead to public frustration, anger, and revolution.
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Lighting the touch paper: conspicuous corruption
The events of the Arab Spring illustrate the significance of corruption in fueling conflict. In
particular, the outbreak of the protests testifies to the importance of perceived, conspicuous
corruption redirecting wealth and privilege to some and resulting in humiliation for many. 55 In
Tunisia, for instance, economic growth just before the Arab Spring did not go hand-in-hand with
perceptions of improving standards of living. Tunisians’ satisfaction with basic services provided
by the government and the ease of operation for small businesses dropped in 2009-2010. 56
Systemic corruption, which is frequently excluded from the economic indicators used to analyse
countries’ economic situation, underpinned the difficulties individual entrepreneurs faced. 57 Laws
and procedures limited entry opportunities for new firms, especially in sectors where
performance was related to government licensing and cooperation (including transport,
education, and the media). As a result, profits from lucrative sectors were redirected to select
companies operated by the extended family and political allies of Tunisian dictator Ben Ali.
Tunisia’s ruling elite also used public banks to assist selected firms; subverted public
procurement procedures to favour elite-owned companies; and selectively applied tax and
customs laws to disadvantage competition from companies not related to the government. 58 As
a result of wholesale capture and subversion of state institutions, 10% of Tunisia’s private sector
profits flowed to 10 companies connected to Ben Ali and large sectors of the economy were de
facto closed off to most of the country’ population. 59
Systemic state capture came with the arbitrary enforcement of laws and regulations, resulting in
unpredictability, injustice, and humiliation. A widely quoted anecdote recounts a respected
private school being forced to close to free up space for a competitor owned by Leila Ben Ali,
the dictator’s second wife. 60 And of course it was the repeated extortion and humiliation faced
by fruit vendor Mohammed Bouazizi that eventually led him to self-immolate in protest, sparking
the uprising. 61
Similar grievances affected Egypt, where the government of Hosni Mubarak was widely accused
of subverting state structures to enrich a few top officials and their families. Mubarak’s
‘stationary bandits’ were able to use the machinery of the state to amass vast personal and
family wealth, while stifling the economic and human development of the country. 62 The sale of
much of the state-owned enterprise sector in the mid-2000s, combined with corruption on an
unprecedented scale and a set of economic policies benefitting a core pro-Mubarak faction of
the Egyptian elite, and exacerbated inequality between the rich and poor. 63 While GDP grew at
an average rate of 6% between 2005 and 2008, in 2006 nearly 62% of Egyptians had to survive
on less than $2 a day and youth unemployment soared. 64
“The Mubarak era will be known as the era of thieves…his official
business is the looting of public money…we find that the super-
corrupt, ultra-delinquents have attained state posts.”65
Mohammed Ghanam
Former head of an MOI investigative Unit, Egypt
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Assessments of the overall amount of public resources stolen by the corrupt in the MENA region
– which could otherwise have benefitted populations – is staggering, ranging from $200 billion
USD for Libyan dictator Muammar Gaddafi to $700 billion USD for Egypt’s Hosni Mubarak. 66
The systematic appropriation of wealth and the ‘visible, daily contrast’ between poverty
experienced by most and the ostentatious wealth of a tiny elite was the spark that set off the
conflagration. 67 But the Arab Spring protests also illustrate the danger of systematic involvement
of unaccountable, non-transparent armed forces in the country’s political and economic life.
After the collapse of the Mubarak regime during the Arab Spring protests, Egyptian state
television showed people chanting ‘the people and the army are one’. 68 But despite high hopes
for the armed forces to protect the reform process, the Egyptian Armed Forces (EAF) instead
used the ensuing political changes to cement their position as a major economic actor,
protecting their influence, sources of income, and freedom of manoeuvre. Far from submitting to
civilian demands for a changed social contract, the military has cemented their position as a
major economic actor, protecting their influence, sources of income, and freedom of manoeuvre.
In managing Egypt’s political transition, the Supreme Council of the Armed Forced (SCAF)
signalled to the international community that it was not only a stable economic partner during
periods of political volatility but that it would – unlike the private sector – be able to secure
continued immunity from government oversight. 69 As an anti-corruption and transparency
researcher at an Egyptian human rights organization stated, ‘The delegitimization of the
neoliberal business elite and their institutions [post Mubarak] facilitated the military’s task in
playing a more active role in political and economic life.’ 70
The military also moved quickly to secure their political position – partly as a means to protect
their economic empire. In the run-up to the 2011/2012 parliamentary election, the SCAF used
the competition between political parties to shop around for the best partner, eventually
supporting the Muslim Brotherhood’s Mohammad Morsi. 71 Constitutional changes adopted in
2012-2014 exempted the armed forces from parliamentary scrutiny and granted the armed
forces the right to select the Minister of Defence for the next 8 years. 72 Economic privileges
continued: an exemption from the ban on forced labour, for example, allowed the continuation of
the military’s conscript labour system including in the service of military owned businesses, and
appointments of military officers to lucrative organisations such as the Suez Canal Authority and
the Arab Organisation for Industrialisation protected the Army’s privileges.
The consequences of the military’s preferential position and their attempts to preserve it have
been dire, especially for Egypt’s political and human rights situation. Attempting to protect their
economic interests during a spat with Mohammed Morsi regarding the control of the Suez
Canal, the EAF staged a direct coup under General Abdel Fattah El-Sisi. 73 Since then El-Sisi has
had a free hand to entrench military control over both the political and economic spheres. 74 With
direct control of land and a monopoly on the state contracting process, the military presides
over a vast corrupt system that perverts incentives towards maximising personal wealth. The
defence budget, which is estimated to be around $4.4 billion USD, is a state secret. 75 No
information on it is made available to the public or legislature. Nor is there any information on the
military’s business empire which is believed to control a significant portion of the country’s
economy. 76 The EAF’s position – including distortion of free competition and hard-to-quantify
losses to the economy – translates into stymied development and fewer opportunities for the
general population.
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The point at which systemic corruption and inequality tip from instability into insecurity or conflict
is difficult to determine. China, for example, has suffered some of the highest levels of both
income and wealth inequality in the world over the last decade. 77 The country is polarised, with
200 of the wealthiest individuals now sharing over a quarter of the country’s wealth – the
majority of which have succeeded as a result of an economic system that favour relationships
and patronage with the ruling elite. 78 A 2015 national survey by the Pew Research Centre
found 84% thought corrupt officials were a big problem, and 44% think a very big problem – no
issue tested higher. At the same time, there is evidence that the public are frustrated by
corruption and that same sense of unfairness that has tipped other systems from instability into
insecurity and conflict. Those left behind experience a new kind of poverty --the combination of
low incomes with significant new health risks that result from environmental degradation, from
which the rich and connected have profited. 79
So far the hundreds of large protests that happen in China every year – many of which are
connected to corruption, forced land expropriation and pollution – have remained localised, and
the government’s efforts to persuade the public that they are serious about tackling corruption
have been to some extent successful. 80 This is despite the impossibility of actually ridding the
system of corruption given the lack of such developments as a free press or independent courts.
But it’s highly questionable whether this is a sustainable peace. So far the elite have had three
factors on their side: a back drop of strong economic growth and development; a growing
middle class that fears system change would risk their relatively privileged position; and a
reasonably strong sense of common identity among the vast majority of the population.
Horizontal inequalities do exist, most notably between the urban and rural populations, but they
don’t map across to significant differences in for example ethnic make-up or religious beliefs.
The outbreak of street protests from Rabat to Muscat was, in contrast, at least partly a response
to years of stymied economic development. But there are many parallels, particularly in the
conspicuous inequalities created by years of grand corruption and systematic theft of national
resources. Unaccountable militaries, either eviscerated or privileged by kleptocratic regimes,
fanned the flames through their involvement in the economy and distortion of opportunities for
the population, as well as by stopping reforms that may have served to avert the crisis. This
should sound a warning to any country with an autocratic government, non-transparent military,
significant corruption levels and extreme inequality – as well as to their backers in the
international community.
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Corruption and competition for rents
The extractives sectors are also likely to have a special significance in terms of the relationship
between corruption and instability, particularly when the military is involved. While significant oil
or mineral wealth can provide crucial income needed to kick-start national development
programmes, the prevalence of corruption frequently negates the potential positive impact. In
low- and middle-income countries, the presence of natural resources is associated with a higher
risk of civil war – a phenomenon known as the ‘resource curse’. But an abundance of natural
resources only becomes a ‘curse’ where resource rents meet institutions that facilitate
appropriation and diversion of resources by a narrow elite, stoking resentment of those excluded
from the benefits and potentially fuelling secessionist movements, rebellions, and civil wars. 81
In Botswana, for example, strong institutions meant that the diamond trade largely fed economic
development; conversely, in Sierra Leone, Nigeria and the DRC, institutions were either unable
to manage a power struggle over extractive resources or were repurposed for extraction and
redirection of resource rents. 82 The 2013 report of the African Progress Panel concluded that
while resource-derived rents have driven up average incomes in the 20 African states classified
as resource-dependent, they have by and large not resulted in the widespread reduction of
poverty. Rather, they have increased inequality and benefitted the elites at the expense of the
majority of the population.
Mismanagement, corruption, predatory governance, redirection of incomes to select few, and a
cloak of secrecy around the extractive sector – including transactions between governments in
resource-rich countries and international companies – have reduced the potential beneficial
impact of income from extractives. In Nigeria, a parliamentary task force estimated losses
induced by corruption and mismanagement in the National Petroleum Corporation at USD $6.8
billion between 2010-2012; in the DRC, opaque practices in the sales of mining concessions
(and the practice of not publishing contracts) allowed for the sale of concessions at undervalued
prices benefitting investors, frequently offshore shell companies.
The Panel’s assessment was that five questionable deals with offshore companies between
2010 and 2012 lost the country US $1.36 billion, an amount sufficient to nearly double the
health and education budgets in the country in 2012. 83 In Indonesia, exploitation of timber and
minerals has been plagued by elite diversion of rents, human rights abuses, and involvement of
security services in increasingly brutal practices. Illegal logging, non-transparent subsidies, and
subversion of the police force to facilitate corruption have been estimated to cost the
government US $2billion USD annually. 84 High forestry rents have led to the illegal exploitation of
land, with private companies bribing government officials to allow access to land even where the
impact on local communities is devastating. 85
Lost revenues and elite corruption mean that in many resource-rich countries, poverty remains
acute, injustice is widespread, and human security has been compromised, increasing the
likelihood of conflict and civil war. A state that is either incapable of managing dependence on
primary resources or has been repurposed to divert resource wealth to a narrow elite, combined
with economic decline and income inequality, creates the perfect storm for a civil war. 86
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