
Political Finance, Corruption and State Capture in Latin America 
 
Delia Ferreira Rubio 
March 2019 
 
Corruption is prevailing in the region. According to Transparency International Corruption 
Perception Index 20181, the situation has been stagnant since 2012. The CPI captures the 
perception of corruption in the public sector according to the opinion of experts, academics 
and the business sector. This year the Index evaluates 180 countries and territories according 
to a scale between 100 (perceived as transparent) and 0 (perceived as highly corrupt). The 
following table reflects the situation of Latin American countries. The average score in the 
region is 36,35 points, well under the global average of 432. 
 

Ranking Country Points 

23 Uruguay 70 

27 Chile 67 

48 Costa Rica 56 

61 Cuba 47 

85 Argentina 40 

93 Panama 37 

99 Colombia 36 

105 Brasil 35 

105 El Salvador 35 

105 Peru 35 

114 Ecuador 34 

129 República Dominicana 30 

132 Bolivia 29 

132 Honduras 29 

132 Paraguay 29 

138 Mexico 28 

144 Guatemala 27 

152 Nicaragua 25 

161 Haiti 20 

168 Venezuela 18 

 
 
Political finance has always been a window of opportunity for corruption in the region. There 
had been scandals related to campaign finance, which in many cases did not reached the 
courts. In other cases, electoral management bodies (EMBs) may have addressed the 
corruption cases, but in a manner neither decisive nor timely. Many cases did not produce 
much social indignation, and as a result these scandals were not reflected in electoral results. 
 
In many countries, campaign contributions have been the primary means of gaining privileged 
access to advantageous public contracts. Conflicts of interest have paved the way for 
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illegitimate or illegal public decisions and arrangements which provided kickbacks for 
campaign contributions. The relationship between money and politics is always complicated, 
even in the cases where private campaign contributions are legal.  
 
Legal private contributions to political parties, candidates and campaigns have been subject of 
endless discussions and different regulatory models have been applied to attempt to prevent 
conflicts of interest, avoid capture of candidates and agendas, prevent money from becoming 
the determinant of electoral success and guarantee equal and fair competition.  
 
Illicit parallel campaign finance, exemplified by a case in Brasil known as Caixa 2, is more 
challenging to EMBs and more dangerous for democracy.  
 
What has changed in the panorama of campaign/party finance in Latin America in the last 
decade? 
 
1. The connection between campaign finance and grand corruption has grown. Grand 
corruption is systemic corruption and involves huge amounts of money, high-level officials and 
important business people (La Linea Case in Guatemala; The Notebooks Case and The 
Medicines Mafia in Argentina) and, in some cases, goes beyond borders (Lava-Jato / Odebrecht 
Scandal). Grand corruption might result in the capture of state and the government by outside 
parties, in which case the administration become a kleptocratic regime or a directly criminal 
organization (Venezuela). 
 
In the traditional, simple case you have a private donor (individual or corporate) who offers or 
is asked for a contribution in exchange of a contract or a license or some other business by a 
public official or a candidate/party. This can be an isolated case or a repeated pattern during 
electoral periods. The money comes from the donor's purse, no matter how he/she tries to get 
the money back afterward. 
 
In the cases of grand corruption what we see is a system or mechanism designed and deployed 
to generate a "normal" flow of money between governments and the private sector (especially 
corporate entities).  The illicit scheme is not limited to campaigns but is the normal way of 
conducting business between the state and the private sector. The profits of this corrupt deals 
go to private pockets (both of public officers/politicians and businesspersons) and in part to 
campaigns.  
 
As this becomes the normal way of doing business with the state, one central element in the 
mechanism in public contracts is the inclusion of overprices or surcharges. The surcharge is 
paid with public resources which are received by the company which is adjudicated the 
contract and then go back to the public official in charge of fundraising. (In Argentina this is 
known as "retorno", which means "that which comes back). As this is the system, the business 
sector organized itself in cartels or clubs to participate in the business.  
 
It is important to point out that in this scheme the private corporate actor is neither a 
voluntary donor nor a forced contributor. In fact, the corporation obtains the contract and gets 
the profits, but also operates as a money launderer and gets part of the overprice. They 
become corruption enablers. In cases of grand corruption profits used for campaign/party 
purposes are stolen public resources, not private ones. 
 
Grand corruption system might derive in state capture. The administration becomes itself a 
criminal organization for private profit, money laundering and impunity. In this case, political 



finance is just a "division" of the criminal organization devoted to guarantee absolute control 
of elections and to retain power, maintaining just the appearance of democracy. 
 
In the case of grand corruption and state capture, the party in power and its allies are the ones 
which benefit from this source of illicit campaign finance. 
 
2. A serious problem in many countries in the region is the increasing activity of organized 
crime groups as campaign contributors. These groups changed their strategy of political 
control from financing presidential campaigns to financing local candidates. The introduction 
of organized crime resources at the local level is less visible at the national level and more 
difficult to monitor and control, while at the same time is more effective in terms of illegal 
business. Organized crime groups do not limit their contributions to the party in office. These 
groups invest in opposition candidates too. 
 
3. Another new trend in the region is the fact that Investigations on corruption have been 
immediately linked with violations of political finance rules.  These investigations are being 
conducted not by EMBs but by ordinary tribunals (criminal or administrative). 
 
Starting in Brasil and following in Argentina, Colombia, Perú, Panamá and Dominican Republic 
the investigations on corruption cases have involved important business people, who have 
been sanctioned, imprisoned and had to return stolen assets and pay compensations. 
 
A direct consequence of the incrimination and sanction of business people in corruption cases 
is the fact that the private sector is refusing to finance campaigns or at least is reluctant to 
contribute. 
 
4. The Social reaction has been robust and we have witnessed important social mobilizations 
against corruption and clearly identifying political finance with corruption. (Brasil, Guatemala, 
Honduras, Dominican Republic). 
Social mobilization and citizen pressure have been crucial in support of judges and prosecutors 
(Moro and Janot in Brasil, Velazquez-CICIG in Guatemala). Social protests against corruption 
resulted in the resignation of elected authorities (Guatemala, Honduras) and the repeal of 
legislative decisions (Guatemala). 

 
5. Globalization and new technologies have facilitated the circulation of funds and have made 
it more difficult for national EMBs to follow the money and monitor the origin of political 
contributions.   
 
 
Some suggestions on how to proceed 
  
We cannot tackle these new problems with the same tools designed to address the risk of 
private sector controlling politics through campaign donations. 
 
Rules are necessary but not sufficient to prevent either illicit political finance or the 
introduction of resources coming from organized crime.  
 
Reforms of political finance regulation can contribute to prevent or disclose corruption and 
grand corruption cases but to be effective these reforms shall be part of a comprehensive 
effort to generate an integrity system, which includes adequate regulation and enforcement in 
areas like public procurement, public ethics, conflict of interests, lobbying, public audit, and 
fiscal transparency, among others. 



 
The following are some suggested reforms on political finance:  
 
1. It is crucial to enhance transparency on contributions and expenditures of political parties, 
candidates and other relevant actors (like political foundations, NGOs and associations linked 
with candidates or parties).  
 
2. TICs provide excellent opportunities to strengthen transparency in two directions: 

a. They enhance the capacity of EMBs to monitor political finance, detect inconsistencies 
and to exchange information with other oversight agencies (Tax authorities, banking 
system, and agencies in charge of money laundering investigation) 
b. They facilitate access to information by citizens, journalists, and researches. 

 
3. EMBs shall be strengthened so that the can fully and timely perform their oversight and 
enforcement responsibilities. It is essential to guarantee EMBs independence, the needed 
resources and appropriate legal authority to monitor, investigate, prosecute and sanction 
violations of political finance regulations. 
 
4. Tax secrecy and bank secrecy and confidentiality of money launder investigations shall not 
be opposed to EMBs when enforcing political finance laws and regulations. 
 
5. EMBs shall work in coordination with other agencies and with the magistrates and judges 
who investigate cases of corruption.  
 
6. To address the challenges posed by organized crime resources in political finance the 
coordinated work of EMBs and other public agencies and judiciary is of utmost importance. 
EMBs cannot face these challenges working alone. This collaboration shall be regulated by law 
and not be dependent on the goodwill of the persons in charge of the agencies. 
 
7. It is important to pay attention to political finance at subnational and local levels. Organized 
crime has shifted its point of entrance into politics from the national to the local level. In many 
countries in the region, there are neither subnational/local regulations on political finance nor 
the appropriate enforcement agencies. In cases of federal systems, national, subnational and 
local regulations should be coordinated to be effective and not to create windows of 
opportunity for illicit financing. 
 
8. International and regional cooperation agreements among EMBs and agencies, prosecutors 
and judiciaries are necessary to successfully and timely implement "follow the money" 
strategies as part of the enforcement of political finance regulations 
 
9. Laws shall be passed on whistleblower protection, plea bargaining, property seizure. 
 
10. Sanctions shall not be restricted to fines. Sanctions shall apply to parties (loss of register 
and/or right to participate in elections and/or loss of the right to receive public funding) and 
candidates (loss of elected mandate, and/or political rights). Sanctions shall also apply to those 
making illegal contributions (prohibition to participate in public tenders, contracts, etc.) 
 
 
 
 


