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Summary

Local state capture is best understood as a systemic distortion of subnational
governance, emerging at the intersection of concentrated political power,
manipulated allocation of public resources, and weakened oversight, and
requiring both analytical identification through observable indicators and targeted
policy responses.

In plain terms, this happens when local government stops working for the people
and starts working for a small group — whether that is a political party, a business
network, or just the right circle of friends. It is not about one corrupt official or
one bad decision. It is about a system that has quietly drifted off course. And since
local government is where most people experience public authority in their daily
lives, this kind of drift is felt immediately — in eroded trust, in the sense that
nothing is fair, and in the feeling that ordinary people simply do not matter.

Local state capture rarely emerges through a single dramatic breach. It
usually develops gradually through cumulative distortions of governance that may
appear formally lawful or administratively routine when viewed in isolation.
Cumulatively, such practices undermine accountability, embed favouritism into
institutional culture, and compromise democratic control. For this reason, local
state capture should be seen as a broader governance risk that can be identified
through recurring warning signs and institutional patterns.

Local state capture could be detected with the warning signs that cluster
around three interrelated dimensions. The first is power held by too few people
for too long — a single party, leader, or tight inner circle that shuts out dissent
and makes decisions behind closed doors. The second is public money being used
for the wrong purposes — contracts going to politically connected or favoured
actors, budgets reflecting political loyalty, and state resources quietly serving
private interests. The third is that those who should be keeping watch —
journalists, civic groups, oversight bodies — gradually lose the space or the ability
to do so.

Patronage, nepotism, and cronyism should be understood as governance
mechanisms that simultaneously constitute both an abuse of public office and
a form of financial misuse, as they systematically distort the allocation of
public resources. When positions and contracts go to the "right" people rather
than the best people, the public ends up paying — through wasted money, poor
decisions, and services that simply do not work as well as they should.



Local state capture shapes how ordinary people engage with public life. When
people see that decisions are made behind closed doors and that speaking up
changes nothing, they stop trying. Voting feels pointless, civic engagement feels
risky, and trust quietly drains away. And this is precisely what makes capture so
self-reinforcing — the more disengaged people become, the easier it is for the
system to stay exactly as it is.

Local state capture tends to weaken the long-term capacity and
professionalism of local government. When loyalty matters more than ability,
good people get passed over or pushed out. Standards fall, institutional knowledge
walks out the door, and talented professionals stop seeing public service as worth
their time. The longer this goes on, the harder it becomes to turn things around —
even when the political will to do so eventually appears.

Real experience demonstrates that local state capture is not inevitable, and
that meaningful prevention is possible even in difficult environments. The
experiences of Sarajevo Canton, Montenegro, Croatia, and Spanish municipalities
point to different but complementary pathways of reform. Meaningful change
does not happen overnight, nor does it come from declarations alone. It is a slow
process, shaped by the specific conditions of each place. They begin by mapping
risks and opening up information but only gain real credibility when they are
backed by durable institutions, professional management, enforceable rules, and
oversight mechanisms that genuinely function.

Transparency matters, but it does not solve everything by itself. People may
be able to see where public money goes, but that does not mean anyone will be
held responsible. Real accountability comes when transparency is backed up by
honest institutions, merit-based hiring, proper controls, and actors who are both
willing and able to follow up.

Protecting local democracy requires preventive systems that can detect and
constrain capture at an early stage. Tackling this problem means treating it as
a systemic risk, not just a string of bad apples. That means protecting political
competition, building professional and merit-based local administrations, keeping
oversight bodies independent, and setting clear integrity standards — at both
national and European levels. When done properly, this is how public authority
gets back to doing what it is supposed to do: serving everyone, not just the few.



1. Studying local state capture

State capture is a form of systemic political corruption in which private interests
significantly influence public decision-making processes, institutions or policies
to their own advantage, often through informal or illicit means.! In the literature,
state capture is understood not as a collection of isolated corrupt acts, but as a
structural condition in which decision-making authority is persistently distorted
to serve particularistic interests at the expense of the public good.?

State capture differs from administrative corruption because it operates also at the
rule-making level rather than the rule-enforcement level only. While
administrative corruption concerns the improper application of existing rules,
state capture targets the formulation, interpretation or selective use of rules
themselves. At the level of municipalities and counties, local state capture refers
to situations in which political, economic or social actors systematically exert
undue influence over local governance institutions, shaping public decisions,
resource allocation and administrative practices to serve narrow interests rather
than the public good.

The concept of local state capture was placed explicitly on the European
Committee of the Regions' (CoR) institutional agenda by the 2020 CoR opinion
on Local Democracy Challenges in the Western Balkans (Nikola Dobroslavi¢)?,
which provided the original impetus for this study. That opinion identified local
state capture as a local governance system "fully or partially usurped by powerful
individuals or groups to the benefit of their own particular interests" and singled
out as its main aspects: manipulated public procurement, undeserved
appointments and recruitment of civil servants, pressure on the judiciary, non-
transparent relations between local authorities and civil society organisations,
control of local media, and the maintenance of patronage networks. The present
report builds on and operationalises this analytical foundation within a broader
European and comparative framework.

While sharing core characteristics with state capture at the central level, local state
capture differs in its scale, visibility and mechanisms: it is often driven by dense

! Fazekas, M., Poltoratskaia, V., & Toth, B. (2023). Corruption risks and state capture in Bulgarian public
procurement (Policy Research Working Paper No. 10444). World Bank.

2 Saunders, C., & Malone, K. (2025). State capture: How to recognize and react to it (Constitutional INSIGHT
No. 10). International IDEA.

3 European Committee of the Regions. (2020). Local democracy challenges in the Western Balkans (Opinion
CIVEX-VII/003, Rapporteur N. Dobroslavi¢, COR-2020-00840).
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personal networks, informal relationships and proximity between decision-
makers and affected communities, and it may operate through formally lawful
practices rather than overt illegality. Local government is also the level at which
citizens most directly experience democracy in practice, through everyday
interactions with public services, local decision-making and participation,
meaning that capture at this level has particularly far-reaching effects.

When local governance fails to function in an open, accountable and inclusive
manner, it not only erodes trust in local authorities but also shapes citizens’
broader perceptions of democracy and public institutions as a whole, weakening
democratic legitimacy and resilience beyond the local level. Also, institutions on
the local level may be weaker (because of budget allocation, smaller competition
on the local labour market, etc) thus the effective measures counteracting the state
capture on the local level may require stronger efforts.*

Systemic corruption is the overarching concept for state capture and local state
capture and refers to patterns of governance in which corruption is reproduced
through institutional routines, incentives and power relations, rather than being
confined to individual misconduct.>-Within this conceptual framework, multiple
mechanisms can be identified through which corruption is operationalised at the
local level.

Among such operationalized mechanisms are abuse of public office and public
procurement capture. Abuse of public office is the misuse of public authority,
resources or functions for private gain, including personal, political or economic
benefits.® Crucially, patronage, nepotism, and cronyism — whereby public office
1s used to direct appointments, contracts, or other benefits to loyal supporters,
relatives, or personal associates rather than on merit — are themselves forms of
abuse of public office. They are also forms of misuse of public funds: hiring the
mayor's nephew or awarding a contract to a party ally carries a direct financial
cost to the public, whether through inflated salaries, sub-optimal performance, or
resources diverted from legitimate public needs. This dual character —
simultaneously an abuse of office and a financial misuse — runs throughout this
report.

Public procurement capture means that procurement rules are used or shaped
to benefit selected actors. This can happen through tender criteria designed for a

4 David-Barrett, E. (2021). State capture and inequality. NYU Center on International Cooperation.

5 Latini, E., Sillari, G., & Mungiu-Pippidi, A. (2025). Conceptualizing corruption within the EU: A multilevel
methodological approach in BridgeGap (Preprint). ResearchGate

6 Group of States against Corruption (GRECO). (2018). Fifth evaluation round: Preventing corruption and
promoting integrity in central governments (top executive functions) and law enforcement agencies: Evaluation
report Finland.
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particular bidder, limited competition, unnecessary service contracts, or weak
transparency. As a result, some firms are unfairly favoured, others are pushed out,
and corrupt or clientelistic arrangements become harder to break.’

In parallel, clientelism operates as a system of exchange in which political support
is obtained through the distribution of selective benefits, such as jobs, contracts
or services, creating dependency networks.® Clientelism works as the glue of the
systemic corruption environment and is expressed through phenomena such as
patronage (distribution of positions and resources to loyal people) and nepotism,
when relatives are prioritized for promotion or gaining access to some resources.
Patronage is the discretionary allocation of public positions, resources or
advantages by political actors to loyal supporters or allies, often undermining
merit-based systems.® Nepotism is preferential treatment of relatives (and
sometimes close associates) by those in public office, such as awarding jobs,
promotions, contracts or other benefits, based on personal ties rather than merit.
Cronyism is a particular form of favoritism in which public officials use their
position to advantage friends or personal acquaintances.'”

These practices are underpinned by institutionalised favouritism, understood as
the systematic design, use or non-use of rules, procedures and discretionary
powers in public organisations so that certain individuals or groups receive
persistent, non-merit-based advantages in recruitment, task allocation, promotion,
contracting or financing, while others are structurally disadvantage. '
Institutionalised favouritism allows capture to persist even in the absence of
overtly illegal acts, as formal procedures are selectively applied or bypassed.

Informal power networks are networks of political, economic and social actors
exercising influence outside formal institutional channels, linking political circles
with business and state officials, and making formal rules less relevant in
practice.!? Systemic corruption, with all its infrastructure in all possible forms,
erodes institutions and creates institutional vulnerability, understood as

" Wachs, I., Fazekas, M., & Kertész, J. (2021). Corruption risk in contracting markets: A network science
perspective. International Journal of Data Science and Analytics, 12(1), 45-60

8 Radelji¢, B., & Dordevié, V. (2020). Clientelism and the abuse of power in the Western Balkans. Journal of
Balkan and Near Eastern Studies, 22(5), 597-612.

? Roccograndi, H. (2023). Patronage. Political Dictionary. EBSCO Information Services.

19 Delissen van Tongerlo, W. (2019). Fighting nepotism within local and regional authorities: Standards for
public ethics and good practice. Council of Europe.

' Dahlstrom, C., Fazekas, M., & Lewis, D. E. (2023). Agency independence, campaign contributions, and
favoritism in public procurement: Evidence from U.S. federal policymaking. Journal of Public Administration
Research and Theory, 33(2), 262-278.

12 Cvejié, S. (2016). Informal power networks, political patronage and clientelism in Serbia and Kosovo.
SeConS.
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structural weaknesses in legal, administrative or accountability frameworks that
facilitate undue influence and corrupt practices.!?

As systemic corruption becomes embedded in institutional practices, it generates
conditions conducive to democratic backsliding, including weakened
accountability, reduced political competition, and increased concentration of
power. Democratic backsliding at the local level is a gradual erosion of
democratic standards, political pluralism and accountability mechanisms within
local governance systems.'*

In this report, we treat local state capture as a subnational manifestation of
systemic corruption, where capture is expressed through a combination of abuse
of public office, public procurement capture, and clientelistic and patronage-
based networks, reinforced by informal relations. The 2023 CoR Opinion on the
EU Anti-Corruption Framework (Jean-Luc Vanraes)'® reiterated that corruption
poses a major threat to local and regional governance across Europe. It called for
an integrated multi-level response, proposed that local and regional authorities be
explicitly reflected where relevant in the EU anti-corruption framework, and
highlighted procurement, conflicts of interest, nepotism, cronyism, and abuse of
administrative resources as priority risks.

Compared to state capture at the national level, local state capture is typically
characterised by greater reliance on informal networks, higher social proximity
between actors, lower media scrutiny, and more direct control over administrative
resources affecting citizens’ daily lives. The main attention is paid to the patterns
that indicate persistent influence over local institutions, weakening accountability
and increasing institutional vulnerability.

13 Sumi, R., & Lali¢i¢, L. (2015). Risk analysis on the current situation with regard to the possibilities and
actual extent of corruption within law enforcement. Council of Europe.

14 Congress of Local and Regional Authorities of the Council of Europe. (2024). Local and regional authorities
as actors and guarantors of the rule of law (Resolution CG(2024)46-20). Council of Europe.

15 BEuropean Committee of the Regions (2023). EU Anti-Corruption Framework. Opinion CIVEX-VI1/024,
rapporteur Jean-Luc Vanraes (BE/Renew Europe), adopted 29 November 2023. COR-2023-03805.
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2. Forms and warning signs of local state capture

This section identifies concrete warning signs that may point to the existence or
emergence of local and regional state capture. It focuses on observable practices,
institutional arrangements and behavioral patterns that indicate an elevated risk
that local and regional public power is being systematically distorted to serve
narrow political, economic or personal interests rather than the public good. Many
of these warning signs emerge through formally lawful procedures or informal
practices that, taken individually, may appear routine but, when occurring
systematically or cumulatively, indicate elevated risks for the integrity of local
and regional governance.

For analytical and policy purposes, the warning signs identified in this section can
be operationalised into measurable indicators, allowing for comparative
assessment across local and regional contexts. These warning signs identified in
this section vary in their analytical weight. Some represent core structural
indicators of capture (e.g. persistent concentration of power, systemic
procurement manipulation), while others function as secondary or context-
specific signals. Distinguishing between these categories is essential for
prioritising policy responses.

The thematic structure adopted here builds on the analytical mapping first
developed in the CoR's 2020 Dobroslavi¢ opinion, which identified procurement
manipulation, non-merit-based appointments, judicial pressure, media control,
and patronage networks as the core operational dimensions of local state capture.
This section translates that mapping into the following three operational blocks:

- Political control, weakened pluralism and abuse of power. This block
covers warning signs related to the concentration and exercise of political
power in local and regional governance, including long-term dominance of
political actors or networks over decision-making, the marginalisation of
opposition actors, suppression of dissenting voices, the concentration of
decision-making power in narrow executive circles or informal networks,
and the prevalence of clientelism, patronage, and favouritism, including
nepotism and cronyism.

- Control and misuse of public resources and administrative systems.
This block focuses on risks linked to the allocation and use of public and
administrative resources in local and regional governance. It highlights
warning signs related to the misuse of public funds — including
manipulation of public procurement processes — the illegitimate use of
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public assets and personnel, and the abuse of public and administrative
resources e.g. (but not only) during elections.

- Weakening or capture of oversight and accountability mechanisms.
This block examines warning signs indicating that institutions and actors
responsible for oversight and accountability at local and regional levels are
becoming ineffective, constrained or captured. It includes signals related to
the capture of the justice system, media and civil society such as political
influence over judicial appointments and proceedings, selective
enforcement of laws, limited transparency, concentration of media
ownership or financial dependence of media outlets on public authorities,
and pressure and restrictions that reduce the capacity of oversight actors to
expose abuses of public power.

These thematic blocks group warning signs related to the concentration and abuse
of political power, the misuse of public resources and administrative systems, and
the weakening or capture of oversight and accountability mechanisms, providing
a structured and practical framework for identifying elevated risks of capture in
local and governance settings.

2.1. Political control, weakened pluralism and abuse of
power

In this report, political control, weakened pluralism and abuse of power refer to
the way political authority is exercised within local and regional governance
systems and the extent to which it is effectively constrained by democratic
competition, oversight and accountability. Political control becomes problematic
when long-term dominance by a single party, coalition or individual is combined
with weakened political pluralism, understood as the genuine ability of opposition
actors and diverse social interests to participate.'®

Abuse of power arises where formally lawful competences and procedures are
used in a systematically distortive manner — such as marginalising opposition
councillors, restricting access to information, manipulating council procedures or
concentrating decision-making in narrow executive circles — thereby undermining
the representative and oversight functions of local and regional institutions.

16 OSCE/ODIHR & Venice Commission. (2020). Guidelines on political party regulation (2nd ed.). Council of
Europe.
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Comparative evidence from Council of Europe monitoring studies'” shows that
such patterns often constitute early warning signs of local and regional state
capture, as they weaken checks and balances and create conditions for further
misuse of public resources and institutional capture.

These three phenomena are addressed together in this subsection because
empirical research and monitoring practice consistently show that they reinforce
each other: concentrated political control enables the erosion of pluralism, while
weakened pluralism lowers the political and institutional costs of abusing power.
Treating them together allows early warning signals to be identified before they
translate into more visible forms of capture, such as corruption in procurement or
the capture of oversight bodies.!®

Against this background, one of the key warning signs of increased state capture
risk is the persistent dominance of a single political party, coalition or political
grouping in local or regional councils and/or executive positions. The longer one
single political force is able to stay in power, the weaker political competition
might get and opposition parties might become unable to control the ruling
party.!” This can lead to collusion, enable corrupt actors to pursue self-interest,
and make electoral punishment much less effective.?’

Individual warning signs should not be interpreted in isolation. The risk of local
state capture increases significantly when multiple indicators co-occur, persist
over time, and reinforce one another, forming identifiable patterns rather than
isolated events. While repeated electoral success is not problematic in itself, risks
of capture increase where long-term political dominance coincides with the
erosion of checks and balances and the marginalisation of opposition voices.

For example, in Charleroi, Belgium, the Socialist Party dominated municipal
politics for decades. In the mid-2000s, this long-term dominance coincided with
the “Carolorégienne” affair, a series of judicial cases concerning misuse of public
funds, fraud and mismanagement involving local public entities and officials. The
affair contributed political pressure which led to the resignation of the Minister-
President of Wallonia, Jean-Claude Van Cauwenberghe, in September 2005.
Around the same period, three aldermen from the Socialist Party were removed

17 Congress of Local and Regional Authorities of the Council of Europe. (n.d.). Corruption and public ethics.
Council of Europe.

18 Jackson, D. (2025). Systemic Corruption as a Meso-Level Phenomenon: Severe Abuse and Strategic

Gain. Public Integrity, 1-13.

19 Korman, J. G. (2022). State capture and the role of political parties in Latin America. Biden School of Public
Policy & Administration, University of Delaware.

20 Schleiter, P., & Voznaya, A. M. (2014). Party system competitiveness and corruption. Party Politics, 20(5),
675-686.
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from office (two resigned and a third was later removed by a vote of no confidence
in the municipal council), and one alderman, along with a former senator, faced
fraud charges connected to the mismanagement of the social housing company La
Carolorégienne. Media and political scrutiny also concerned Van
Cauwenberghe’s law firm, which was reported in the press as having handled
around 140 cases for the company between 2001 and 2004. Workers from La
Carolorégienne were also said to have performed tasks for the law firm during
working hours. These aspects formed part of the public controversy but did not
result in criminal charges against Van Cauwenberghe. One of the city councillors,
Claude Despiegeleer, was subsequently tried and convicted in several corruption
and misuse-of-funds cases, including definitive convictions confirmed on appeal.
His case illustrates how prolonged political dominance can create conditions
conducive to corruption risks and state capture.?!

A related warning sign is the weakening of political opposition. The existence
and quality of opposition affect the electoral control of politicians, as they shape
both the effectiveness of voter choice and the quality of information available to
voters. Comparative research shows that an increase in the effective number of
political parties and groupings is generally associated with lower levels of
corruption, with this effect reversing only at high levels of party system
fragmentation.??

The weakening of opposition can result not only from electoral outcomes but also
from deliberate practices by ruling political forces aimed at marginalising
opposition. In practice, such marginalisation often unfolds incrementally and
through formally lawful procedures rather than overt exclusion. Opposition
councillors may retain their mandates but experience a gradual narrowing of their
ability to influence deliberation, for example through agenda-setting practices that
concentrate discussion in informal meetings, late circulation of documentation
that limits substantive scrutiny, or procedural manipulation of council rules or
accelerated decision-making that limits debate.

Other forms of marginalisation include restricted speaking time in council
sessions, delayed or incomplete access to information, exclusion from key
committees, or the routine use of urgency procedures to avoid scrutiny. Over time,
these patterns can normalise a governance culture in which councils function less
as arenas for pluralistic deliberation and more as forums for formal ratification of
decisions shaped elsewhere. Comparative governance research and monitoring

2! Directorate-General Justice, Freedom and Security. (2007). Study on corruption within the public sector in the
member states of the European Union: Final report. European Commission.

22 Schleiter, P., & Voznaya, A. M. (2014). Party system competitiveness and corruption. Party Politics, 20(5),
675-680.
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experience indicate that when such practices persist, they constitute early warning
signals of democratic backsliding at the local and regional levels and create
enabling conditions for more substantive forms of capture to emerge.

For example, in Hungary, between 2010 and 2026, the then-governing party,
Fidesz, systematically weakened political opposition at the local level through a
series of procedural and institutional reforms embedded in municipal governance
rules. One of the most prevalent strategies employed by Fidesz-dominated local
governments was the restriction of opposition participation in city council
deliberations. Across multiple municipalities, amendments to municipal
organizational statutes reduced speaking time, limited debate, and constrained the
ability of opposition members to introduce or meaningfully contest legislative
proposals.

This pattern was visible in several municipalities. For instance, in Miskolc, an
amendment reduced opposition speaking time to three minutes in the first round
of debate and two minutes in the second, substantially limiting deliberative
engagement. In Baja, amendments granted the council chair discretionary
authority over both the length and admissibility of comments, particularly before
agenda discussions, further centralizing control over debate. Similarly, in
Dunaujvaros the council members were restricted to two comments per agenda
item and the right of proposal submitters to request extended debate was
eliminated.

More severe procedural changes directly curtailed opposition influence over
decision-making. In Pécs, an amendment empowered the mayor to permanently
suspend the implementation of any subcommittee decision deemed contrary to the
“interests of the governing coalition”. In Nyiregyhaza, an amendment authorized
the mayor to revoke the floor from speakers whose comments were judged
“irrelevant,” a vague criterion that opposition members reported was used
selectively.

Beyond formal debate rules, opposition actors consistently highlighted the
manipulation of agenda-setting as a critical mechanism of exclusion. Although
council agendas must typically be distributed one to two weeks in advance, many
municipalities permit late amendments as little as one day before a meeting —
sometimes even on the same day. In practice, governing coalitions exploit this
loophole by circulating brief initial agendas followed by extensive amendment
packages shortly before sessions. In Eger, an amendment allowed motions
submitted after 11:00 a.m. the day before a meeting to be voted on with a simple
majority, while a subsequent amendment specified that late agenda items should
promote “the solidarity of the city” and convey a “positive message”. Opposition
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representatives reported that these late amendments often doubled or tripled the
length of agenda documents, leaving insufficient time for substantive review,
coordination among opposition parties, or legal analysis — especially given their
comparatively limited staff and resources.?

Another core indicator is the concentration of decision-making power in the
hands of a mayor, council chair, clan or informal power broker, without the
involvement of multiple stakeholders. In practice, this concentration of decision-
making power often develops gradually and through informal arrangements rather
than explicit legal changes.?* While formal competences may remain unchanged,
key policy choices, appointments or resource allocations may increasingly be
shaped through informal negotiations, personal networks or private meetings,
with council sessions serving primarily to formalise decisions already taken
elsewhere.

In such settings, individual office holders or informal power brokers may acquire
de facto veto power over public decisions, while collective deliberation and
stakeholder engagement are reduced to procedural formalities. Over time, this
hollowing out of formal decision-making processes weakens accountability,
obscures responsibility for outcomes and constitutes a significant early warning
signal of local or regional state capture, as public authority becomes personalised
and detached from institutional checks and balances.

For example, Milan Bandi¢ served as Mayor of Zagreb, the capital of Croatia, for
nearly two decades, holding the office almost continuously from 2000 until he
died in 2021. Over this extended tenure, Bandi¢ consolidated political authority
around his person and inner circle, effectively shaping the city’s political
economy through centralized decision-making, informal networks, and weakened
institutional constraints.

This concentration of authority manifested in multiple ways. Bandi¢ frequently
pursued high-profile infrastructure and urban development decisions with limited
broad stakeholder engagement or contestation, and critics claimed that planning
and execution were often ad hoc rather than based on comprehensive strategic
planning. Demonstrations in Zagreb drew thousands of citizens voicing
frustration that informal decision-making and entrenched political networks were
shaping major policy choices — for example, over the city’s General Urban Plan —
without sufficient official deliberation or public accountability.

2 Jakli, L., & Stenberg, M. (2021). Everyday illiberalism: How Hungarian subnational politics propel single-
party dominance. Governance, 34(2), 315-334.

24 Baez Camargo, C., & Costa, J. (2025). Understanding the enemy: Insights from corrupt networks to improve
anti-corruption collective action initiatives (Working Paper No. 60). Basel Institute on Governance.
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The centralisation of power around Bandi¢ also correlated with a series of
corruption allegations, investigations, and trials. In 2014, Croatia’s
anti-corruption authority (USKOK) arrested Bandi¢ and several senior figures in
the city administration and Zagrebacki Holding — the municipal companies’
holding structure — on suspicion of corruption and abuse of power in relation to
public contracts and city services. While many cases were contested or dropped
on procedural grounds, the investigations highlight how centralised
decision-making opened avenues for potential misuse of office and patronage
practices.?

Another warning sign is the suppression of dissenting opinions, both within
formal institutions and in the broader public sphere. In practical local and regional
governance settings, such pressures are often embedded in routine administrative
and political interactions rather than expressed as formal restrictions. Dissenting
councillors, officials or activists may be subjected to repeated disciplinary
procedures, audits or inspections that, while formally lawful, are applied
selectively and disproportionately. Critical voices may be portrayed as
uncooperative, unprofessional or politically motivated, undermining their
credibility and increasing the personal and professional costs of speaking out. In
the local media (especially those connected with the dominant political group or
those dependent on the income from official advertisements) and public space,
these dynamics can translate into reduced coverage of critical perspectives and
growing self-censorship among journalists and civil society actors. Over time,
such practices reshape behavioural incentives, discourage open contestation, and
serve as early warning signals that pluralism is being constrained.

In Hungary, for example, independent journalists, critical media outlets and other
civil society actors faced sustained indirect pressure that effectively raises the cost
of dissent and constrains civic space. Independent monitoring bodies and
advocacy organisations have documented a pattern in which public authorities,
including government-linked bodies and allied media, use legal and political tools
to delegitimise, harass, or economically disadvantage critics rather than ban them
outright. One form of this pressure has included public smear campaigns and
rhetorical attacks by political leaders against journalists and outlets perceived as
critical. For example, the International Press Institute reported that in 2025 then-
Hungarian Prime Minister Viktor Orban and senior government figures publicly
denounced “independent media” and civil society groups as foreign-influenced or
corrupt, with rhetoric that threatened further legal control and restrictive
legislation against them. This type of rhetoric, while not a direct inspection or

25 Hoffmann, D., Miosié-Lisjak, N., Prkut, D., Zeli¢, D., Stubbs, P., Salaj, B., & Zrini¢ak, S. (2017). Croatia's
captured places.: research report case studies on the quality of local governance in Croatia. GONG.
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fine, functions as a form of indirect pressure shaping public perception,
legitimising regulatory scrutiny, and deterring free expression.?®

Lastly, the prevalence of clientelism, patronage, and favouritism, including
nepotism and cronyism, constitutes a key warning sign of state capture related
to political control and abuse of power, as public authority is used to distribute
positions and advantages based on loyalty rather than merit in order to consolidate
and maintain power. In such systems, elected officials and public office holders
use their formal competences — including appointment powers, discretionary
decision-making, and influence over administrative processes — to reward loyal
supporters and exclude or marginalise opponents.

Nepotism and cronyism represent particularly visible forms of this dynamic,
where personal relationships, family ties, or political connections override
objective criteria, undermining the impartiality and professionalism of public
administration. Over time, these practices reinforce political dominance by
creating networks of dependency that weaken competition, discourage dissent,
and reduce the autonomy of public officials. As such, they not only reflect but
actively sustain the concentration of power and the normalisation of its abuse
within local and regional governance.

Taken together, the warning signs outlined in this section illustrate how local and
regional state capture rarely emerges through abrupt or overt violations of the law.
Instead, it develops gradually through the concentration of political power, the
erosion of pluralism, and the incremental weakening of oversight and
accountability mechanisms. When political dominance becomes entrenched,
opposition voices marginalised, and decision-making increasingly informal and
personalised, local and regional governance systems become vulnerable to
systematic abuse of public authority. Identifying these patterns at an early stage
is therefore essential, as it allows for timely preventive action before distortive
practices solidify into entrenched forms of capture, corruption, and democratic
backsliding at the local and regional levels.

2.2. Control and misuse of public resources and
administrative systems

Another core dimension of local and regional state capture relates to the control
and misuse of public resources — such as human, financial, material and
immaterial resources — as well as administrative systems. This problem arises
when public assets and institutional capacities are systematically diverted to serve

26 International Press Institute. (2025, March 18). Hungary: IPI warns of fresh crackdown on independent media.
Media Freedom Rapid Response.
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private, group or political interests rather than the public good. Over time, such
practices weaken fair economic and political competition, administrative
neutrality, and public service delivery, leading to lower economic growth and
public distrust in local governance.?’

One of the main forms of misuse of public resources is the misuse of public
funds, which encompasses the allocation or spending of public money in ways
that violate principles of legality, efficiency, impartiality or accountability.
Budgetary processes may formally comply with legal requirements while being
substantively distorted to favor particular actors or political or private objectives.
In practice, such distortions often reflect clientelist and patronage-based
dynamics, where public funds are used to reward political loyalty, sustain support
networks, or reinforce the position of those in power.

Warning signs include disproportionate allocation of funds to specific sectors,
geographic areas, or programmes without objective justification; frequent budget
revisions benefiting a narrow set of beneficiaries; sudden increases in
discretionary spending; limited transparency surrounding these processes,
particularly in periods preceding elections; and the systematic allocation of public
funding to entities, organisations, or projects linked to party networks, political
allies, or personal connections, without clear merit-based justification.

It is important to emphasise that patronage appointments, nepotism, and cronyism
are not merely ethical failures distinct from financial misuse — they are
themselves a form of misuse of public funds. When a public position is filled on
the basis of political loyalty or personal connection rather than merit, the cost falls
on public budgets: unqualified or misaligned appointees consume public salaries
and resources while delivering sub-optimal public value. The same logic applies
to contracts awarded to cronies or relatives: the public pays for outcomes shaped
by private interest rather than public benefit. Accordingly, wherever warning
signs of misuse of public funds appear, the possibility that they are driven by or
connected to clientelistic hiring, patronage appointments, or cronyism should be
actively considered.

A clear example of how clientelism and patronage can shape access to public
funds at multiple levels of local government can be observed in the allocation of
the second instalment of Poland’s Central Government Fund for the Local
Investments (CGFLI) in the Opolskie Voivodeship in December 2020. The fund,

27 Blanco-Varela, B., Quintas-Pérez, M., Sanchez-Carreira, M.C. et al. Covid and Public Funds: More
Opportunities for a Misuse? The Case of the Intermediate Governments of Galicia. Public Organiz Rev 22, 505—
526 (2022). https://doi.org/10.1007/s11115-022-00638-5
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intended to provide financial support to municipalities during the COVID-19
pandemic, became the subject of political controversy and opposition protests.
Analysis shows that municipalities affiliated with the German minority were not
treated fairly and faced systematically lower chances of receiving support, as well
as smaller allocations, compared to other municipalities of similar size and wealth.
At the county level, a disproportionate share of funds was directed toward
counties aligned with the ruling Law and Justice party (PiS), which received
roughly 70% of county-level funding despite representing only 20% of the
regional population.

The case of Nysa and Nysa County, governed by authorities closely aligned with
the central government, illustrates how proximity to political power facilitated
access to resources. Together, the municipality and county received PLN 20.3
million, representing 27% of the total funds allocated to municipalities and
counties in the region. Although Nysa was officially governed by independent
(non-party) authorities, the local mayor’s coalition formed a post-election
agreement with PiS at the county level, resulting in the transfer of county
administration to PiS after 12 years of opposition rule. This coalition was
explicitly transactional: councillors supporting the mayor supported PiS policies
at the county level in exchange for PiS backing of municipal priorities, including
access to CGFLI funds.?®

A particularly significant risk of the misuse of public funds lies in public
procurement processes.”’ Public authorities — such as government departments
or local and regional authorities — purchase work, goods, and services from
companies through procurement processes that, while formally compliant with
legal requirements, can be systematically distorted to benefit certain parties.
Irregularities in public procurement are a common manifestation of local and
regional state capture and have a direct, damaging impact on local economies.

It is important to distinguish between inefficiencies or administrative weaknesses
in procurement and patterns indicative of capture. While the former may result
from limited capacity, the latter involves systematic and intentional distortion of
procedures to benefit specific actors. When procurement processes are
manipulated to favor politically connected firms, contracts are awarded based on

28 Czepil, B. (2022). Utilising the 2nd Instalment of the Central Government Fund for the Local Investments as
an Instrument of Clientelistic Politics Towards the Local Government from the Perspective of Experiences of the
Opolskie Voivodeship. Studia Regionalne i Lokalne, 24(88), 73-107.

% Fazekas, M., Poltoratskaya, V., Schiffbauer, M., & Téth, B. (2025). Procuring low growth: The impact of
political favoritism on public procurement and firm performance in Bulgaria (Policy Research Working Paper
No. 11085). World Bank.; Open Contracting Partnership. (2024). Red flags in public procurement: A guide to
using data to detect and mitigate risks. Open Contracting Partnership.
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loyalty rather than value for money, leading to inflated costs, lower-quality
services, and inefficient use of public resources.

Such manipulation distorts local markets by crowding out independent small and
medium-sized enterprises, discouraging fair competition, and reinforcing
clientelist networks between local authorities and preferred contractors. Over
time, such practices weaken the local economic base, reduce innovation and
employment opportunities, and increase dependency on captured local power
structures. The irregularities linked to local and regional state capture and
described here represent only a fraction of the risks inherent in public
procurement, and a much broader catalogue of vulnerabilities warrants closer
examination to fully understand their cumulative impact on transparency,
competition, and the effective use of public funds.

Persistently low levels of competition are a primary indicator of procurement
manipulation. This includes procedures that attract very few bidders — or only a
single bid — which reduces competitive pressure and facilitates contract awards at
inflated prices. Additional red flags include the repeated awarding of contracts to
the same suppliers and the systematic use of non-competitive or simplified
procedures, such as invitation-only tenders, that restrict market access.

Manipulation may also occur through eligibility or technical criteria that are
designed to fit a specific company. This can take the form of overly complex,
excessively detailed, or highly specific requirements that unnecessarily limit
participation. Disproportionately high fees for accessing tender documentation
can also function as a barrier to entry, effectively excluding smaller or less
connected competitors. Further warning signs include the selective enforcement
of administrative rules to disqualify competitors on minor or insubstantial grounds
— such as missing page numbers or the absence of an official stamp — as well as
the use of vague, subjective, or difficult-to-verify evaluation criteria, which
reduce transparency and increase the risk of discretionary or biased decision-
making.

Another core indicator is low transparency in procurement processes.
Avoiding the publication of calls for tenders in official procurement journals is a
significant warning sign, as it prevents potential bidders from learning about
opportunities in a timely manner. Similarly, unrealistically short submission
deadlines may suggest that certain firms were informally informed in advance.
Frequent or late-stage changes to tender specifications or eligibility criteria further
undermine transparency and disproportionately disadvantage bidders without
privileged information. Additional warning signals include excessively short
evaluation periods suggesting predetermined outcomes and unusually prolonged
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decision-making due to legal challenges that may reflect violations of
procurement regulations.

Risks of state capture often intensify during the contract implementation phase,
where limited oversight enables post-award modifications — such as increases in
contract value, extensions of delivery deadlines or changes in scope — that
undermine fair competition by altering conditions that non-connected bidders
could not have anticipated at the bidding stage.

A further category of warning signs relates to procedural manipulation, where
procurement processes are distorted to produce predetermined outcomes.
Examples include deliberately allowing open procedures to fail and relaunching
them under less transparent formats (often justified by claims of urgency) and the
strategic omission of public procurement procedures by keeping contracts below
statutory thresholds. In Poland, for example, according to annual reports of the
Public Procurement Office, approximately one third of all public contracts are
awarded using less transparent and less competitive procedures because their
value formally falls below national Public Procurement Law (PPL) thresholds.
This widespread practice®®, which is generally justified by the need of less formal
procedure where there are less money to spend, significantly risks reduction of
transparency and external oversight.

Another form of misuse of public resources involves the illegitimate use of
public assets and personnel. This includes the deployment of municipal
employees, vehicles, premises or communication channels to reward political
loyalty, promote private interests, or provide informal advantages to politically
connected individuals and groups. It also includes the allocation of appointments,
temporary contracts, or other roles to politically or personally connected
individuals and groups, while excluding or marginalising critics. While legal
frameworks often prohibit such practices, enforcement is frequently weak at the
local and regional levels, particularly where political dominance limits oversight
and sanctions.

In practice, this misuse may take subtle and normalised forms. Municipal staff
may be informally expected to participate in non-work-related activities, attend
political events during working hours, or prioritise services for politically aligned
individuals or groups. Public buildings or facilities may be used for partisan or
private events without proper authorisation or compensation. Municipal
communication resources may be employed to promote incumbents or ruling
parties under the guise of official information.

30 Belmonte, E., Cabo, D., & Torrecillas, C. (2020, January 29). The invasion of the €14,999.99 minor contracts.
Civio.
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Such misuse may also extend to contracting and appointments. Contracts may be
repeatedly awarded to party supporters or personal connections, and appointments
to advisory or supervisory positions may occur without transparent selection
procedures. Conversely, individuals perceived as critical of the local leadership
may face reassignment or non-renewal of contracts. Over time, such practices blur
the boundary between public administration and partisan politics, eroding
administrative neutrality, and creating structural advantages for those in power.

A particularly visible and politically consequential area of misuse is the abuse of
public resources for electoral advantage.’! The Organization for Security and
Co-operation in Europe’s Office for Democratic Institutions and Human Rights
(OSCE/ODIHR), in their handbook?®? on campaign finance, define the ‘abuse of
public resources’ in this context as undue advantage obtained by certain parties or
candidates through the use of their official positions or connections to
governmental institutions to influence the outcome of elections. This phenomenon
has been documented in both emerging and established democracies, at national
as well as subnational levels, and often takes place in contexts where such
practices have been repeated over multiple electoral cycles, eventually becoming
embedded in political culture.

Indicators of misuse of public resources during local and regional elections
include the use of public funds, government offices, vehicles, or official events
for campaign purposes; the display of campaign materials on public property; the
distribution of property legalization certificates or other administrative benefits
during campaign periods; and the strategic announcement or acceleration of local
infrastructure projects prior to elections to incentivize support for incumbents or
ruling parties and groups.

Other common practices include disproportionate allocation or spending of
specific budget lines — such as cultural or social funds — during pre-election
periods, as well as the blurring of boundaries between official duties and
campaigning. This may involve public sector employees campaigning during
working hours, participating in campaign activities in their professional capacity,
or performing official administrative tasks (e.g. assisting with social assistance
applications) while formally on campaign leave. Pressure on public employees
constitutes another significant form of abuse. This can include coercion to sign
letters of support, vote for or campaign on behalf of specific parties or candidates,

31 Congress of Local and Regional Authorities of the Council of Europe. (2016). The misuse of administrative
resources during electoral processes: The role of local and regional elected representatives and public officials.
Council of Europe.; OSCE/ODIHR. (2015). Handbook for the Observation of Campaign Finance.

32 OSCE/ODIHR. (2015). Handbook for the Observation of Campaign Finance.
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mandatory attendance at campaign rallies, threats of dismissal or other
employment-related sanctions, or expectations of financial contributions to ruling
parties.

While local and regional elections share many characteristics with national
elections regarding the misuse of public resources, they also present specific
vulnerabilities. Due to their community-specific responsibilities and close
personal and professional ties to local populations and public employees, local
and regional representatives often exercise greater informal influence. In addition,
local government employees frequently play key roles during electoral campaigns
and on election day itself — for example, by allocating campaign spaces, enforcing
rules on campaign silence during polling, or serving on polling station
commissions. Given the often-close relationships between these employees and
local political elites, such arrangements are especially susceptible to political
influence. Consequently, signs of misuse that are particularly prevalent at the local
level include biased zoning and land-use decisions, manipulation of public
procurement processes, nepotism in local government employment, unequal
allocation of public spaces for campaign activities, unequal enforcement of
campaign regulations, and administrative interference with opposition campaign
activities.

One illustrative example of such practices was documented during the 2017
municipal elections in North Macedonia. ** According to the OSCE/ODIHR
election observation mission, observers received multiple reports of the misuse of
administrative resources in several municipalities during the campaign period.
These included cases where local authorities had initiated infrastructure projects
— such as road construction — in apparent violation of campaign-period
restrictions, thereby creating opportunities for incumbent candidates to claim
credit for publicly funded developments. For example, official complaints alleged
the illegal initiation of infrastructure projects in Kisela Voda, Shtip, Brvenica,
Kriva Palanka and Struga. Observers also directly noted ongoing road
construction in several municipalities, including Tetovo. In another case, the
municipal government of Gostivar publicly invited proposals for urban
development projects through the media during the campaign periods.

Beyond infrastructure spending, the observation mission was informed of several
cases involving the termination, transfer, or hiring of public employees during the

33 OSCE/ODIHR. (2018). The former Yugoslav Republic of Macedonia: Municipal elections, 15 October and 29
October 2017 — Final report.;

At the time of the 2017 elections, the country was known in international contexts as the 'former Yugoslav
Republic of Macedonia'; it was officially renamed the Republic of North Macedonia in 2019 following the
Prespa Agreement.
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electoral period — practices that may create pressure on public servants and
influence their political behaviour. Additional allegations included the use of
municipal resources for private-sector job advertising and complaints against
incumbent mayors for misuse of their official positions. In Demir Kapija, for
instance, a government notice posted on the municipal building called on citizens
to apply for 200 jobs in a private company.

The allegations also extended to individual mayors. A complaint was filed against
the mayor of Centar Zhupa for allegedly distributing building materials and the
mayor of Pehchevo who failed to allocate legally required free space for campaign
posters. Additionally, the mayor of Novo Selo was charged with abuse of office
for allegedly distributing campaign materials while using an official vehicle.

Observers further documented numerous allegations of pressure on voters,
intimidation, and vote-buying across at least ten municipalities, including threats
of employment-related repercussions against public employees and pressure on
socially vulnerable groups. Although only a limited number of formal complaints
were submitted to law-enforcement authorities, the prevalence of such allegations
was assessed as contributing to an atmosphere that could undermine voters’ ability
to vote freely without fear of retaliation, raising concerns regarding compliance
with OSCE commitments, including paragraph 7.7 of the 1990 CSCE/OSCE
Copenhagen Document.>*

Taken together, the forms of misuse of public resources and associated warning
signs outlined in this section illustrate how misuse of public resources and
administrative capture develop incrementally and are often embedded within
formally legal administrative practices. Manipulated procurement, illegitimate
use of public assets, patronage-based appointments, and limited transparency
rarely appear in isolation. Instead, they reinforce one another, gradually
transforming public administrations into instruments serving narrow political or
private interests. Identifying these patterns at an early stage is critical, as they not
only enable misuse of resources but also weaken institutional integrity and
accelerate broader processes of local and regional state capture.®

34 OSCE/ODIHR. (1990). Document of the Copenhagen Meeting of the Conference on the Human Dimension of
the CSCE.; The Copenhagen Document was adopted by CSCE in June 1990 in Copenhagen. It outlines a number
of human rights and fundamental freedoms, including specific election-related commitments. These
commitments are considered foundational OSCE standards for democratic elections.

35 Mineva, D., Kostova, T., Fazekas, M., & Poltoratskaia, V. (2023). Bridges to nowhere: State capture and
corruption risks in fiscal transfers and public procurement at the local level in Southeast Europe. Government
Transparency Institute.
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2.3 Weakening or capture of oversight and
accountability mechanisms

A third dimension of local and regional state capture concerns the capture of
oversight and accountability actors, including the justice system, media, and civil
society organisations (CSOs), understood here as a broad category that includes
many non-governmental organisations (NGOs), watchdog groups, advocacy
organisations, and other organised civic actors. These actors constitute
institutional and societal infrastructure through which abuses of power are
detected, exposed and sanctioned.*® When they are inactive, lack resources,
independence or effective enforcement capacity, formal democratic and legal
frameworks may persist on paper while becoming increasingly hollow in practice.

The justice system occupies a central position in any democratic order.?” An
independent and effective judiciary protects fundamental rights, ensures that laws
are applied impartially, and guarantees that public officials are held accountable
for abuses of power. While many determinants of judicial independence are
shaped at the national level, their effects are directly experienced at the local level,
where informal networks and proximity between actors may amplify risks of
undue influence.

A primary warning sign of justice system capture is political influence over
judicial appointments and careers. This may occur through direct control over
the selection, promotion or dismissal of judges and prosecutors, or through legal
amendments that weaken merit-based criteria and enable the placement of loyal
individuals in key positions. In most countries, these appointment decisions are
taken primarily at the central or national level, and local or regional authorities
typically play only a limited formal role in the process. Nevertheless, risks may
arise at the local and regional levels due to informal networks of influence linking
local courts and local political authorities, where personal relationships or local
power structures may affect perceptions of independence or exert indirect
pressure on judicial actors. Frequent replacement of judges or prosecutors in
sensitive cases, as well as opaque disciplinary proceedings, further indicate that
professional advancement depends more on political alignment than on
competence or integrity.

Another critical indicator is the manipulation or instrumentalisation of the legal
framework through tailor-made laws. Although these changes originate

3¢ D4vid-Barrett E. (2023). State capture and development: a conceptual framework. Journal of international
relations and development, 1-21.

37 Zfiiga, N. (2020). Examining state capture: Undue influence on law-making and the judiciary in the Western
Balkans and Turkey. Transparency International.
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centrally, they may generate vulnerabilities that facilitate state capture at other
levels of governance. Tailor-made laws may decriminalise certain forms of
conduct, grant amnesties to specific categories of individuals, introduce
procedural barriers to investigating high-level officials, or create institutional
loopholes that shield powerful actors from scrutiny. Where constitutional or
legislative provisions make it practically impossible to open investigations against
ministers or senior officials without political approval, accountability becomes
contingent on partisan interests rather than legal standards. Similarly, the adoption
of lex specialis or other special procedures that bypass ordinary safeguards may
legalise preferential treatment and entrench unequal application of the law.

Selective enforcement is another hallmark of capture affecting both justice
systems, and administrative proceedings. Laws may be applied rigorously against
political opponents or marginal actors, while investigations involving governing
elites stagnate, are downgraded to administrative matters, or are quietly
discontinued. A consistent failure to prosecute credible allegations of grand
corruption, particularly where evidence has been presented by audit institutions
or civil society, signals not only capacity constraints but systemic unwillingness
to act. Lenient sentencing patterns, frequent acquittals in high-level corruption
cases, or the exclusion of certain elected officials from the jurisdiction of
specialised anti-corruption bodies further reinforce perceptions of unequal justice.

Procedural shortcomings may also be signs of capture. Excessively lengthy
proceedings, repeated adjournments, unexplained restarts of trials due to changes
in judicial panels, and tolerance of unjustified absences by defendants contribute
to delays that may ultimately result in cases being dismissed due to statutes of
limitation. Poor-quality indictments, inadequate evidence gathering, and a
prosecutorial focus on petty rather than high-level corruption weaken the system’s
capacity to address systemic abuses. Where these deficiencies recur in politically
sensitive cases, they may reflect deliberate obstruction rather than mere
inefficiency.

At the local level, administrative proceedings constitute a particularly significant
mechanism through which influence can be exercised in practice. Because
municipal authorities often control or directly administer such procedures, they
may be used strategically to exert pressure, delay decisions, or selectively enforce
regulations. In this sense, administrative processes become an important practical
channel for the instrumental use of law at the local level, functioning in ways
comparable to attempts to influence court proceedings.

Institutional instability and fragmentation provide additional warning signs.
Overlapping mandates, lack of harmonisation between jurisdictions, unclear
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competences, and frequent restructuring of administrative, prosecutorial or
judicial bodies create confusion and opportunities for interference. In such
environments, responsibility becomes diffused and accountability diluted,
enabling political actors to exploit procedural complexity to their advantage.

A clear example of justice system capture at the local level can be observed in the
Italian region of Calabria, over the period from the 1980s to the 2010s and beyond,
where investigations have shown that ‘ndrangheta’® clans have systematically
captured municipal institutions and influenced the enforcement of legal rules. In
several municipalities, criminal clans effectively replaced or subordinated formal
justice mechanisms by positioning themselves as the primary arbiters of disputes
and protectors of property rights. Citizens, and even local law enforcement
officers, often deferred to mafia bosses rather than relying on official institutions.
This reflects a profound erosion of the state’s monopoly on legitimate
enforcement: justice is no longer delivered through formal legal procedures but
through informal, extra-legal systems governed by reputation, intimidation, and
selective coercion.

Over time, this capture became more sophisticated and less visibly violent. While
earlier phases relied heavily on intimidation and overt coercion, later dynamics
increasingly involved collusion, corruption, and social embeddedness within
public administration. Local authorities, police, and administration were either
directly connected to mafia networks or operated within environments shaped by
them, weakening accountability and enforcement. This allowed the ‘ndrangheta
to influence not only dispute resolution but also the broader functioning of justice-
related institutions — such as policing, regulatory oversight, and sanctioning of
illegal activities. Consequently, justice system capture in Calabria is not merely
about isolated corruption, but about a systemic condition in which legal norms are
selectively applied or ignored, and where criminal governance coexists with, and
often dominates, formal state authority at the municipal level.*

In the media sphere’, capture must be understood against the backdrop of the
essential democratic functions that local and regional media are meant to perform.
In democratic systems, independent and pluralistic media are not merely channels
of communication but foundational institutions that enable informed
participation, accountability, and public trust.

38 The 'Ndrangheta is the collective name of mafia-type groups from Calabria, Italy.

3 Sergi, A., & Vannucci, A. (2025). Capturing Calabria? 'Ndrangheta, corruption, and maladministration in local
public institutions in Southern Italy. Small Wars & Insurgencies, 36(4), 727-755.

40 Congress of Local and Regional Authorities of the Council of Europe. (2023). Local and regional media:
Watchdogs of democracy, guardians of community cohesion. Council of Europe.
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At the local and regional levels, due to their distinct connection to the community,
media outlets play crucial political and socio-cultural roles. They provide citizens
with essential information about local news, events, and issues, enabling them to
make informed decisions and participate in civic life. This function is particularly
important during local election periods. Research has demonstrated that the
quality and quantity of information presented by local media during these periods
significantly influence the level of engagement and participation of the electorate.
They also educate citizens about the meaning and significance of facts by offering
context, analysis, and interpretation of current affairs; provide platforms for
public debate; and act as a counter-power by holding elected officials and other
influential actors accountable. In addition, they foster community cohesion,
underpin local identity, and record and preserve local history and culture.

Economic dependence on public advertising, subsidies, or politically
connected ownership structures represents a primary mechanism through which
media capture is sustained at the local level. Media capture is often reflected in
the emergence of a dominant media outlet closely tied to political authorities or
economic elites, or in the concentration of local media ownership, particularly
when owners have direct political affiliations or business dependencies on local
government, or when the local government is an acting owner. This reduces
diversity of viewpoints and investigative competition.

The introduction of informal or formal editorial guidelines aligned with
governing interests further narrows the range of permissible narratives. Public
information may be controlled or selectively released, granting favored outlets
privileged access while excluding critical voices. Over time, propaganda and
misinformation may become normalized, with systematic promotion of
narratives favorable to governing actors and the sidelining or delegitimization of
investigative journalism. In such environments, rumors and informal channels
increasingly replace reliable information, reflecting declining public trust in
official sources of information and further weakening informed democratic
participation.

The following examples illustrate how these dynamics unfold in practice. In the
Russian Federation, local media are described as being integrated into the state
propaganda system and heavily dependent on state subsidies that function as
mechanisms of control. This financial dependency limits editorial autonomy and
aligns coverage with governing interests, effectively alienating outlets from the
communities they are meant to serve. Similarly, in Hungary under the Fidesz
government (2010-2026) and in Poland under the Law and Justice (PiS)
government (2015-2023), authorities exercised influence over local media
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markets through state-owned enterprises acquiring dominant ownership positions
and through the strategic allocation of state advertising to supportive outlets.

These cases demonstrate how such practices can consolidate pro-government
narratives while marginalizing critical voices. In Slovakia, Serbia, and Lithuania,
a lack of transparency in local media ownership and in the distribution of state
advertising creates opportunities for local authorities to exert indirect editorial
influence through financial leverage. Even in countries with strong democratic
traditions, pressures can emerge: in Finland, for example, a survey of local
newspaper editors-in-chief found that a large majority had experienced attempts
by municipal decision-makers to influence editorial content.

Civil society capture represents another critical dimension. In well-functioning
local and regional governance systems, civil society groups contribute to policy
development, oversight and the articulation of societal interests. Where no active
civil society organisations (CSOs) exist, or where existing groups are excluded
from consultations, denied access to information or resources, subjected to
informal pressure, or face politically motivated restrictions on their ability to
organize public assemblies, pluralism is significantly weakened.

CSOs are often among the first targets of authoritarian and populist actors. The
process of civil society capture typically unfolds in several stages. First, critical
CSOs are systematically delegitimized, often through polarizing narratives and
the discourse of “us” and “them”. This is often accompanied by initial restrictions
on political rights and liberties. Next, CSOs’ participation in legislative
processes and political debates is restricted, limiting their participation in
policymaking. Consultations may be organised in a narrowly procedural manner,
with limited notice, restricted participation or outcomes that have no discernible
influence on decision-making. CSOs that engage in monitoring or advocacy may
experience reduced access to officials, reputational attacks, selective
administrative scrutiny or withdrawal of cooperation, leading to a chilling effect
on civic engagement.

The next stage involves the instrumentalisation of financial mechanisms: public
funding is redirected away from politically independent CSOs toward those
aligned with or dependent on the governing actors. In contexts where CSOs rely
heavily on government funding, this strategy poses a substantial threat to their
survival. Finally, the legal framework is altered in ways that further constrain
civic space, including tightened regulations on association, assembly, and
funding. Through this gradual process, pluralism is eroded and an uneven playing
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field emerges, privileging “loyal” civil society actors while marginalizing critical
. 41
voices.

In Serbia, for example, independent CSOs have faced informal pressure, limited
cooperation with local authorities, and negative portrayal in state media. Members
of CSOs received death threats, property was damaged, people were attacked, and
smear campaigns were orchestrated. This marginalization weakens civic
oversight and creates space for local political elites to dominate decision-making,
especially in public procurement, appointments, and budget allocations. At the
same time, this environment has facilitated the rise of government-organized non-
governmental organizations (GONGOs), which formally operate as civil society
actors but are aligned with or supported by ruling political structures. These
organizations often receive preferential access to public funding, decision-
makers, and media visibility, while independent CSOs are excluded.*

In Hungary from 2010 to 2026, the then-ruling Fidesz party created an
increasingly hostile environment for civil society and non-governmental
organisations (NGOs), using a range of administrative and regulatory tools to
weaken independent voices. Government pressure included extensive auditing
and reporting requirements that diverted NGOs’ limited human resources to
compliance tasks, as well as repeated police raids and seizures of documents and
computers in campaigns against organisations perceived as connected to foreign
funding or critical causes. Authorities also passed an “anti-foreign NGO” law in
2017 that obliged groups receiving foreign support to register and disclose their
funding, with failure to comply leading to the termination of their legal status.
They also engaged in rhetorical attacks and public delegitimisation of NGOs
working on issues such as transparency, minority rights and migration.*

In sum, capture of the judiciary, media, and civil society erodes the institutions
meant to ensure accountability, transparency, and public participation. When
these actors are controlled, constrained, or cease to exist, abuses of power go
unchecked, information is withheld or manipulated, and citizens lose meaningful
avenues to engage in governance. Noticing warning signs of capture — such as
signs of the loss of independence of accountability actors, resource deprivation,

41 Simsa, R. (2019). Civil Society Capture by Early Stage Autocrats in Well-Developed Democracies — The Case
of Austria. Nonprofit Policy Forum, 10(3), 20190029.; European Union Agency for fundamental rights.

(2017). Challenges Facing Civil Society Organisations Working on Human Rights in the EU. Publications Office
of the European Union.

42 Elek, F., & Griessler, C. (2023). Civil society organisations and their “space” in backsliding democracies
(OGTE Policy Brief No. 15°2023). Vienna: Osterreichische Gesellschaft fiir Europapolitik.

4 Romaniuk, S. N. (2017, July 21). Civil society under assault: Security, counter-terrorism, and Hungary’s
crackdown on NGOs. Geopolitical Monitor.
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or harassment — is crucial because these indicators signal the erosion of
democratic safeguards before it becomes irreversible.

Taken together, these warning signs highlight that local state capture is best
understood as a pattern of mutually reinforcing practices rather than a set of
isolated irregularities. Early identification depends on recognising cumulative
effects across political, administrative, and oversight domains.
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3. Effects of local state capture on democracy

Disillusionment, exclusion and political apathy are among the key behavioral
changes resulting from local state capture, and they manifest themselves not only
in occasional cases but as a systemic shift in the way citizens interact with local
authorities. The environment in which local institutions are overtaken by local
elites or interest groups is highly distressing for the inhabitants of local
communities, fostering apathy, since routine decisions or the allocation of funds
are beyond the control or even influence of lay voters, which in turn creates a
perception that challenging local elites is useless or even dangerous* for those
who dare to question their decisions on any sensitive issue. These changes in
behavioral patterns are mentioned in analytical reports on the state of rule of law
in the European Union, such as the Rule of Law Report 2025%, which emphasizes
that such phenomena as poor transparency of decision-making harm the
democratic process and civil society in the EU.

The effects of local state capture can be grouped into three categories: behavioural
(citizen attitudes and participation), institutional (functioning of governance
systems), and economic (allocation and efficiency of public resources).

When local state capture becomes deeply entrenched in the daily life of local
communities and turns into a kind of “normal” mode of governance for people
and elites, citizens feel marginalized, excluded from decision-making and
demotivated from any further participation in political processes or civil activities,
since efforts at the grassroots level make no difference to actual outcomes.
Establishing parties, participating in local elections, and engaging in civic
activism are widely seen in such communities as a waste of time and as “tilting at
windmills.”*¢

Exclusion and political apathy translate into a substantive erosion of democratic
practice at the local level, creating a self-sustaining mechanism for local state
capture. Citizens do not show up for elections (resulting in low participation
levels), local elites maintain their control over institutions and resources via the
simulation of democratic mechanisms, and citizens feel more and more alienated
and demotivated, seeing the institutional arrangement operating in a manner
detached from them, with only minimal interaction with community members.

4 Tolsi, N. (2019, August 24). It was not just state capture, but the conquest of South Africa’s soul. Heinrich
Boll Stiftung.

4 Directorate-General for Justice and Consumers. (2025, July 8). 2025 rule of law report: Communication and
country chapters. European Commission.

4 Mavee, S. E. (2015). A conceptual analysis of civic apathy in democratic governance. Administratio
Publica, 23(2), 137-152.
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Some studies suggest that corruption can also function as a mobilizing factor. For
example, Stockemer and Calga (2013) ¥ estimate that, at the municipal level in
Portugal, higher levels of corruption are associated with higher voter turnout.
However, voter mobilization is highly context dependent. Portugal is a democracy
with established electoral traditions and credible evidence that voters can
influence political outcomes, which are critical conditions that differ markedly
from environments characterized by local state capture.

Clientelistic dependency relationships are among the main mechanisms through
which local state capture operates to derail democratic processes, establishing a
vicious circle of political dependency *® and undermining citizens’ self-
determination. In the context of local state capture, clientelism manifests itself as
a systemic network of exchanges in which political support is traded for access to
resources or privileges that undermines equality in participation in local
governance. Such clientelistic arrangements operate through personal
relationships, patronage, and informal agreements that serve as a fundamental
basis for local state capture arrangements.

In democratic systems, clientelistic interdependence leads to an asymmetric
allocation of power and resources, as the distribution of jobs, social benefits, or
procurement contracts is defined primarily by personal loyalty and informal ties
with local elites rather than by transparent procedures. This set-up turns citizens
into “selected clients” of the system, which supports the status quo by itself. Low
transparency in resource distribution and weak anti-corruption enforcement create
perceptions of unfairness and erode trust, enabling governance patterns that
undermine equal access to political processes.*

Citizens who receive at least some benefits or selective privileges from local elites
are not inclined to protest against them, since any critique might automatically
deprive them of available privileges.*

This dynamic has been documented in detail through field research in rural
municipalities of Hungary and Romania. Isabela Mares and Lauren Young’s
study of electoral clientelism in Eastern Europe records how mayors in small
localities tied access to workfare benefits — often the only available source of

47 Stockemer, D., & Calca, P. (2013). Corruption and turnout in Portugal: A municipal level study. Crime, Law
and Social Change, 60(5), 535-548.

48 Bardhan, P., & Mookherjee, D. (2023). Political clientelism and capture: theory and an application. Indian
economic review, 58(Suppl 1), 17-34.

4 Pellicer, M., Wegner, E., Benstead, L. J., & Lust, E. (2021). Poor people’s beliefs and the dynamics of
clientelism. Journal of Theoretical Politics, 33(4), 674—699.; Bobonis, G. J., Gertler, P. J., Gonzalez-Navarro,
M., & Nichter, S. (2026). Does combating corruption reduce clientelism?. The Economic Journal, 136(675),
1107-1124.

'De La O, A. L. (2024). How clientelism undermines state capacity: Evidence from Mexican

municipalities. World Development, 173, 106344.
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income — to political compliance. In one locality in southern Romania, a woman
dependent on social assistance received a direct threat from the deputy mayor on
election day: she would lose her benefits if she did not vote. In a nearby locality,
a Roma woman had previously challenged irregularities in benefit distribution and
had her assistance cut as a result. She subsequently adopted a deliberate strategy
of staying silent and accepting the terms set by local authorities. These accounts
illustrate that selective benefits create calculated self-censorship and learned
compliance, as beneficiaries come to treat any act of contestation as an
unaffordable risk. Researchers describe the resulting dynamic as quasi-feudal,
with mayors cumulating economic and political control over citizens whose
outside options have been deliberately narrowed.>!

This dynamic facilitates the self-perpetuation of existing power networks,
suppresses democratic competition, and impedes the establishment of open,
accountable, and inclusive local governance. As a result, clientelistic dependency
relationships stand as a self-sustaining pillar supporting local state capture,
eroding democratic processes and local institutions.

Low voter turnout and a democratic deficit are a natural consequence of local
state capture (despite some literature suggesting corruption might serve as a
mobilizing factor, see above) and, at time, an indispensable part of the
arrangement that allows local state capture to be sustained. When citizens observe
critical decisions for their communities being approved in a non-transparent
manner without consultations, with available funds distributed selectively and
accountability mechanisms not functioning, participation in elections becomes
widely perceived as senseless and irrelevant. With low voter participation, local
communities face a democratic deficit, as the representative nature of local
councils and elected local bodies is called into question, which in turn undermines
the legitimacy of decisions taken by local authorities.

Local state capture suppresses voter turnout via several interrelated mechanisms.
First, political competition is weakened in the context of local elites’ control over
resources, access to jobs, and public services, leaving little room for alternative
political actors to participate in elections on an equal footing. Second, under
conditions of local state capture, the cost of participation in the political process
may become effectively prohibitive, as it very often includes risks to the personal
safety of candidates or their relatives, let alone the common practice of property
damage targeting those who oppose entrenched local elite networks. Third, weak
local media and sluggish grassroots activism usually fail to create a favourable
environment for high-quality information exchange or genuine political debate

1 Mares, 1., & Young, L. E. (2019). Conditionality & coercion: Electoral clientelism in eastern Europe. Oxford
University Press.
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among candidates, thereby undermining the basic conditions for informed voter
choice. As a consequence, the lack of real alternatives, a sense of exclusion, fear
of disrupting the “traditional” deeply entrenched arrangements, and the
widespread belief that local elites will simply “count the votes” may translate into
low voter turnout and, consequently, a democratic deficit.

Actual or perceived misuse of public funds is a channel through which local
elites capitalize on local state-capture arrangements and, in effect, represents a
quantitative manifestation of economic waste generated by this social setup. Local
budgets, public procurement, land use, and control over communal enterprises are
among the most obvious leverage points exploited by self-serving local elites.

When these opportunities (among others) are abused — or are perceived to be
under the control of local elites who can exploit them for the benefit of narrow
circles — overall trust in the fairness of democratic institutions is undermined,
regardless of whether such abuse actually occurs. In other words, even the
impression that certain local actors can exert strong influence over the allocation
of public funds, procurement processes, and similar mechanisms may have a
deterrent effect on potential political alternatives, as this perception alone can
discourage entry into the political process.>?

The concrete mechanisms of public funds misuse, in particular via the selective
distribution of public contracts, jobs, and other benefits to a close circle of loyal
actors are described in detail by Fazekas and Toth. For democracy, these practices
have multi-layered consequences. First, actual or perceived misuse of public
funds increases disengagement and skepticism toward elections and public
consultations. Second, such arrangements undermine political competition, as
access to public money becomes an electoral asset for incumbents embedded in
capture networks, thereby disadvantaging challengers. Third, accountability
weakens, as citizens who depend on selectively allocated benefits may refrain
from criticism, while oversight bodies often lack independence or capacity.
Fourth, and cutting across all of the above, clientelistic hiring, patronage
appointments, and cronyism — often treated as a separate category of wrongdoing
— are in fact direct channels of financial misuse. The cost of employing loyal but
under-qualified staff, or contracting allies at inflated rates, is absorbed by local
budgets and reduces the quality of public services available to all citizens.
Recognising these practices as financial harms — and not merely as ethical or
governance failures — 1is essential for accurate measurement of the scale of
misuse and for effective policy responses.

52 Trantidis, A. (2025). Clientelism. Cambridge: Cambridge University Press.
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Weakening of accountability mechanisms is another noticeable consequence of
local state capture, which is closely interwoven with the effects described above
and further reinforces them. At the local level, accountability rests on both formal
rules and informal practices. It depends on the performance of local councils, the
capacity of auditing bodies, public access to information, media independence,
citizen participation, and civil society activity.

Under conditions of local state capture, formal institutions and civil society actors
do not disappear and often remain present nominally; however, they may lose the
capacity to exert real influence on decision-making or to hold top officials truly
accountable. Alternatively, these bodies — including media outlets and civil
society organizations — may never have possessed such capacity in the first place,
having been created under the close supervision of self-serving local elites to
serve as window dressing for external observers. In practice, regardless of their
formally stated mandates or missions (particularly in the case of media and
CSOs), they operate primarily on the basis of informal agreements as an integral
part of the local state-capture arrangement, shielding groups using public power
for private gain from unwanted external interference.”

Eroded accountability has important behavioral implications. Citizens who feel
excluded, are locked into clientelistic dependence, or fear informal pressure are
unlikely to use available accountability instruments, even when such instruments
could potentially influence decision-making. Local elites tend to cultivate a sense
of “learned helplessness” among community members in order to neutralize
threats to the benefits they derive from the existing system, even when
accountability mechanisms are introduced under external pressure (for example,
through central government policies or donor requirements). In other words, when
a local community has long been dominated by self-serving local elites, newly
created or restored accountability instruments may remain unused for an extended
period, as they do not align with established behavioral patterns of local citizens.

Staff demotivation and difficulties in attracting qualified personnel constitute
an important but sometimes underestimated consequence of local state capture,
directly affecting the quality, sustainability, neutrality, and impartiality of local
governance institutions. Under conditions of local state capture, professionalism,
competence, and integrity lose their value as criteria for recruitment and
promotion. Instead, staff selection is based on loyalty, personal ties, and political
affiliation, which inevitably undermines employee motivation and erodes the
institutional capacity of local governing bodies.

53 Stuvay, K. (2020). ‘The Foreign Within’: State—Civil Society Relations in Russia. Europe-Asia Studies, 72(7),
1103-1124.
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In environments characterized by local state capture, civil servants often face
informal pressure, marginalization, or blocked career advancement when they
attempt to act independently in accordance with formal procedures and prescribed
rules. When such practices become entrenched, they create an atmosphere of lack
of agency in which honesty and professional standards are neither rewarded nor
encouraged. In the meantime, positions across the public administration — not
only key managerial roles, but a far wider range of posts — are distributed through
patronage or nepotism, reinforcing public perceptions of the civil service as a tool
for advancing private and political interests. The OECD/SIGMA review
emphasizes that politicization of the civil service, weak merit-based procedures,
and the absence of protective mechanisms for honest civil servants severely
undermine efficiency and trust in governing bodies, particularly at the local level.

Staff demotivation has long-term consequences for local governing bodies.
Politicized and non-transparent environment poses reputational risks and offers
limited career prospects for those who adhere to formal rules and ethical
standards. Under clientelistic practices, the civil service loses its attractiveness
due to the multiple risks faced by individuals unwilling to be integrated into state-
capture arrangements.>*

54 Tolsi, N. (2019, August 24). It was not just state capture, but the conquest of South Africa’s soul. Heinrich Béll
Stiftung.
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4. Case studies: Best practice scenarios

While context-specific, these measures illustrate transferable principles, including
the importance of transparency tools, institutional autonomy, and sustained
political commitment.

4.1 Case study 1: Anti-corruption practice in Sarajevo
Canton (BIH)

National and regional context

Corruption in Bosnia and Herzegovina is widely understood as the result of
interacting structural, political, and socio-economic factors, rather than isolated
governance failures. These factors are closely linked to the country’s post-conflict
institutional design and the persistence of politicised governance practices.*

The country’s governance system was established by the Dayton Peace
Agreement in 1995, which prioritised peace, ethnic power-sharing, and political
stability over administrative efficiency and institutional coherence. As a result,
Bosnia and Herzegovina has a highly fragmented and asymmetric governance
structure. At the state level, competences are divided among Bosnia and
Herzegovina, the two entities - the Federation of Bosnia and Herzegovina and
Republika Srpska - and the Br¢ko District.

However, the internal organisation of the two entities differs significantly. In the
Federation of Bosnia and Herzegovina, governance is further divided into ten
cantons and municipalities, creating in practice a three-level structure below the
state level (entity => canton => municipality). In Republika Srpska, by contrast,
there is no cantonal tier, so governance operates through the entity and
municipalities only. This asymmetry is substantively important for understanding
sub-national governance and anti-corruption reform in Bosnia and Herzegovina,
because the institutional position, powers, and accountability arrangements of
cantons in the Federation differ from those of local and regional authorities
elsewhere in the country.>

55 Belloni, R., & Strazzari, F. (2014). Corruption in post-conflict Bosnia-Herzegovina and Kosovo: a deal among
friends. Third World Quarterly, 35(5), 855-871.

56 Agic, S. (2018). Reconsidering Consociational Governing In Bosnia and Herzegovina - A case study on how
the consociational power-sharing elements of the Dayton Constitution affect the governance of Bosnia and
Herzegovina.; House of Commons Library. (2024). Bosnia and Herzegovina: Dayton Agreement and political
system. UK Parliament Research Briefings.
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Over the past decade, Bosnia and Herzegovina has adopted numerous anti-
corruption laws, strategies, and action plans, including legislation on conflicts of
interest, public procurement, access to information, and whistle-blower
protection. °’ However, as stated in the European Commission’s 2025
Enlargement Report on Bosnia and Herzegovina®®, these instruments have not
delivered effective results in practice. Implementation remains weak, enforcement
is inconsistent across jurisdictions, and final convictions in high-level corruption
cases remain limited.* As a result, the anti-corruption framework is often
described as formally adequate but substantively ineffective.

Against this broader national backdrop, Sarajevo Canton has developed
comparatively stronger preventive mechanisms at the sub-national level. ¢
Sarajevo Canton is one of the ten cantons within the Federation of Bosnia and
Herzegovina. It covers an area of approximately 1,276 square kilometres and has
a population of around 413,500 inhabitants®!, making it the most populous canton
in the Federation and the political, administrative, and economic centre of the
country.

Capture-related challenges

Due to the concentration of public institutions, state-owned enterprises, regulatory
bodies, and significant public procurement activity, Sarajevo Canton has
traditionally been considered high-risk for corruption.®?

Historically, governance in Sarajevo Canton reflected broader national patterns of
politicisation of public administration and public resources. Prior to 2018, the
canton was predominantly governed by coalitions led by the Party of Democratic
Action (SDA), which exercised long-term control over key public institutions,
public enterprises, and appointment processes at the cantonal level.** During this

57 Agencija za prevenciju korupcije i koordinaciju borbe protiv korupcije. (2014). BiH anticorruption strategy
2015-2019.; Directorate-General for Neighbourhood and Enlargement Negotiations. (2024). Bosnia and
Herzegovina 2024 Report. European Commission. https://eur-lex.europa.cu/legal-
content/EN/TXT/HTML/?uri=CELEX:52024SC0691; Venice Commission. (2024). Bosnia and Herzegovina -
Law on Preventing the Conflict of Interest in the Institutions at the Level of Bosnia and Herzegovina. Council of
Europe.; Bosnia and Herzegovina. (2014). Law on public procurement.; Federation of Bosnia and Herzegovina.
(2001). Freedom of access to information act (FBiH Official Gazette No. 32/01).

38 Directorate-General for Enlargement and Eastern Neighbourhood. (2025). Bosnia and Herzegovina report
2025. European Commission.

3 Transparency International. (2023). National integrity system assessment: Bosnia and Herzegovina.
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63 Kraske, M. (2020). Local elections in Bosnia and Herzegovina: Citizens vote against corruption and
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period, both international assessments and investigative reporting identified
recurring corruption risks, including politicised appointments in public
administration and public enterprises, conflicts of interest linked to public
procurement and urban planning, weak internal control mechanisms, and limited
transparency of asset declarations.®

These governance patterns have been described by international observers as a
form of clientelistic governance rather than fully consolidated state capture.®’
Political influence over public resources was exercised primarily through
patronage networks, discretionary appointments, and control over public
enterprises, rather than through systematic rewriting of laws to directly serve
private interests.%

A significant political shift occurred following the 2018 cantonal elections and
became more pronounced after 2020, when a canton coalition known as the
“Trojka”, comprising the Social Democratic Party of Bosnia and Herzegovina,
People and Justice, and Our Party, assumed power in Sarajevo Canton.®” This
political change created space for institutional anti-corruption reforms,
particularly in the areas of prevention and transparency. Unlike earlier periods,
the new cantonal authorities explicitly prioritised conflict-of-interest regulation,
the establishment of a dedicated anti-corruption body, and public access to
registries and administrative data.®

Measures and interventions implemented

While Bosnia and Herzegovina’s anti-corruption framework remains fragmented
at the national level, Sarajevo Canton has, since 2019-2020, introduced a set of
preventive anti-corruption measures at the cantonal level that are more developed
than those in most other sub-national units. These measures were introduced
incrementally through legislative acts, institutional restructuring, and the
deployment of transparency tools.

Between 2019 and 2021, the Government of Sarajevo Canton initiated
preparatory work aimed at strengthening integrity mechanisms within cantonal
institutions. This included internal reviews of integrity risks in public
administration and public enterprises, as well as cooperation with the OSCE

% Directorate-General for Neighbourhood and Enlargement Negotiations. (2020). Bosnia and Herzegovina 2020
Report. European Commission.

85 SeConS — Development Initiative Group. (2016, September 9). Results of the research on political clientelism
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6 Obradovi¢, N., & Fili¢, G. P. (2019). Inequality and welfare state clientelism in Bosnia and Herzegovina.
Economic Annals, 64(223), October—December.
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%8 Directorate-General for Neighbourhood and Enlargement Negotiations (2024). Bosnia and Herzegovina 2024
Report. European Commission.
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Mission to Bosnia and Herzegovina, which provided technical assistance related
to corruption prevention, institutional design, and transparency standards. These
preparatory activities informed the drafting of a dedicated Law on the Prevention
and Suppression of Corruption in Sarajevo Canton. The draft law was
prepared during 2021, with inputs from cantonal authorities, legal experts, and

civil society organisations, and was adopted by the Sarajevo Canton Assembly in
2022.%

In parallel with the legislative process, the Government of Sarajevo Canton
established the Anti-Corruption and Quality Control Office as a permanent
cantonal body with a preventive mandate. The Office was formally set up in 2021
and became operational following the adoption of the new legal framework.” Its
mandate includes monitoring and identifying conflicts of interest, verifying asset
declarations of public officials within cantonal institutions, receiving and
processing reports of corruption and irregularities, and coordinating integrity-
related measures across cantonal bodies. The Office operates as an administrative
and preventive institution and cooperates with other competent authorities where
potential violations fall within their jurisdiction.

In May 2019, the Sarajevo Canton Anti-Corruption and Quality Control Office
established a Register of Appointed Officials as a preventive tool to identify and
monitor potential conflicts of interest among public office holders. The register
introduced defined procedures for collecting and processing data on
appointments, intending to enable timely prevention of conflicts of interest and
strengthening integrity, impartiality, and transparency in the performance of
public office.”!

The design of these measures reflected a deliberate shift towards prevention and
transparency, with a focus on areas that had previously been identified as high-
risk. These areas include public appointments, management of public enterprises,
and public procurement processes at the cantonal level. To support the practical
implementation of these reforms, Sarajevo Canton, with technical support from
the OSCE Mission, developed in 2019-2020 digital transparency tools aimed at
increasing public access to information — the AntikorrupiKS digital
transparency platform’>. The platform provides online access to registers of
appointed officials, employment data in cantonal institutions, published asset and
property declarations, and selected financial data relevant for identifying potential

% Institut za razvoj mladih KULT. (2022, August 29). Draft law on prevention and suppression of corruption in
Sarajevo Canton adopted.

7 Directorate-General for Enlargement and Eastern Neighbourhood (2025). Bosnia and Herzegovina report
2025. European Commission.

! Group of States against Corruption (GRECO). (2020). Fourth evaluation round: Corruption prevention in
respect of members of parliament, judges and prosecutors — Bosnia and Herzegovina. Council of Europe.
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conflicts of interest.”® The Antikorrupiks platform is used both as an internal
administrative tool and as a public transparency mechanism. By centralising data
that had previously been dispersed across institutions or unavailable to the public,
the platform enables monitoring by journalists, civil society organisations, and
other external actors, while also supporting the Anti-Corruption Office in its
verification and oversight activities.

The Law on the Prevention and Suppression of Corruption also introduced explicit
provisions on the protection of whistle-blowers within the cantonal
administration. While whistle-blower protection remains uneven and
inconsistently regulated at the entity and state levels in Bosnia and Herzegovina,
the Sarajevo Canton framework provides defined procedures for reporting
corruption and safeguards against retaliation within cantonal institutions. These
provisions aim to encourage reporting of irregularities and to strengthen internal
accountability mechanisms.

Overall, the measures implemented in Sarajevo Canton illustrate a preventive,
institution-building approach to anti-corruption at the sub-national level. The
European Commission’s 2025 Enlargement Report on Bosnia and Herzegovina”
highlights Sarajevo Canton as one of the few sub-national jurisdictions with
sustained anti-corruption activity, even while the overall national framework
remains weak.

Actors involved

The development of anti-corruption measures in Sarajevo Canton evolved over
time (roughly since 2015) through the interaction of multiple actors whose roles
shifted as political conditions changed. Available evidence suggests that anti-
corruption activity from civil society between 2015-2018 and investigative media
preceded institutional reform, while the formalisation of anti-corruption measures
became possible only after a change in political leadership at the cantonal level,
with international actors supporting the process primarily through technical
assistance.

Since 20135, civil society organisations and investigative media played a formative
role in shaping the reform agenda. Governance-focused NGOs, like the Institute
for Youth Development KULT”, or InfoHouse’®, and, among others, were

3 OSCE Mission to Bosnia and Herzegovina. (2023). Combating corruption.

74 Directorate-General for Enlargement and Eastern Neighbourhood.(2025). Bosnia and Herzegovina report
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7 INFOHOUSE platform (n.d.). https://infohouse.ba/

43


https://www.peaceinsight.org/en/organisations/kult/?location=western-balkans&theme%20
https://www.peaceinsight.org/en/organisations/kult/?location=western-balkans&theme%20
https://mladi.org/en/about-the-institute/
https://infohouse.ba/

consistently building the civil society, drafting legal regulations, documenting
conflicts of interest, deficiencies in public appointments and gaps in transparency
at the national and/or cantonal level.”” Their work included public awareness
activities, policy advocacy and participation in consultations once draft legislation
was opened for discussion. Their activities contributed to exposing corruption
risks linked to public procurement, urban planning and public enterprises. These
activities helped establish corruption as a salient public issue and increased social
pressure.

Following the change in political leadership after the 2018 elections, cantonal
authorities assumed a more active role in translating these demands into
institutional action. The Government and Assembly of Sarajevo Canton were
responsible for adopting the legal framework, establishing the Anti-Corruption
and Quality Control Office and enabling access to administrative data needed for
preventive and transparency measures.

Continuous international support, in particular from the OSCE Mission to Bosnia
and Herzegovina, played an enabling role throughout this process. OSCE
assistance focused on institutional design, capacity-building and the development
of practical tools, including support for the professionalisation of the Anti-
Corruption Office and the introduction of digital transparency mechanisms. This
support was framed as technical and advisory rather than political. The European
Commission, through its Enlargement Reports, publicly monitored the anti-
corruption activities over the years, and publicly acknowledged Sarajevo
Canton’s preventive efforts as a positive sub-national example, reinforcing the
visibility and credibility of these reforms.

Main outcomes and lessons learnt

The introduction of anti-corruption measures in Sarajevo Canton over the last five
years has led to several observable outcomes, particularly in prevention and
transparency. One of the most tangible results has been the operationalisation of
the Anti-Corruption and Quality Control Office as a functioning preventive
institution at the cantonal level. Following the entry into force of the Law on the
Prevention and Suppression of Corruption in 2023, the Office began applying its
mandate in practice, including the verification of asset declarations and the
assessment of potential conflicts of interest among cantonal officials.”® During the
implementation of the anti-corruption law, when the Anti-Corruption and Quality

7 Peace Insight (2015) Institute for Youth Development KULT.
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Control Office applied conflict-of-interest provisions, 947 officials resigned from
multiple public functions in compliance with the law’s requirements.*

The same report shows that in the same period, institutions in Sarajevo Canton
reported to the Office that they had received 32 corruption reports. 26 were
dismissed and 6 were forwarded to competent authorities. The Office received
655 reports from citizens during 2023, of which 399 related to corruption and 256
to other irregularities or other levels of government. Almost a quarter of the
reports (23%) concerned employment, and about 15% were related to alleged
abuse of official powers or public money, especially in healthcare and education.
During the same period, eight people sought protected whistle-blower status, and
protection was approved for seven of them.

In introducing the law, Sarajevo Canton approached corruption prevention
systemically for the first time through measures intended to strengthen
institutional integrity. All 218 institutions in Sarajevo Canton adopted integrity
plans, and 181 institutions improved them based on recommendations from the
Anti-Corruption Office. As of 2024, thirty-eight institutions had not yet begun
entering corruption risks into the electronic integrity plan required by the law.

Another tangible outcome has been the increased availability of public
information relevant to integrity and oversight. Through the development and use
of digital transparency tools, including public registers of appointed officials,
employees and asset declarations, Sarajevo Canton has expanded public access to
data that were previously fragmented or difficult to obtain. As stated by the Anti-
Corruption and Quality Control Office of Sarajevo Canton in 2023 an analytical
digital platform aggregating data from seven online public registers generated 138
analytical reports based on previously separate datasets, including registers of
appointed officials, public employees and asset declarations. The presentation of
the platform marked a shift from fragmented publication of information towards
systematic, data-driven transparency, enabling easier access and use of integrity-
relevant information by public authorities, media, civil society organisations and
citizens. This development illustrates how digital tools were operationalised not
only to publish data, but also to support oversight and preventive analysis at the
cantonal level !

This institutional progress has, nonetheless, unfolded in a politically turbulent
environment. The cantonal government, appointed in March 2023 under Prime

79 46 resignations were voluntary, and the remainder occurred either after conflict-of-interest procedures were
initiated or after conflicts were officially determined and sanctions applied.

80 Sarajevo: 94 ostavke u prvoj godini Zakona o prevenciji i suzbijanju korupcije. (2024, March 11). Voice of
America (VOA).

81 Vlada Kantona Sarajevo. (2021, October 13). Prezentirana analiticka platforma sa 138 izvjestaja iz sedam
online registara.
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Minister Nihad Uk,*? was marked during its term by a series of high-profile law-
enforcement and political accountability episodes. Minister Bojan Bosnjak was
dismissed by the Cantonal Assembly,®® while in April 2025 two serving cantonal
ministers were arrested on suspicion of abuse of office in connection with alleged
unlawful employment practices. ® In March 2026, the Sarajevo Canton
Prosecutor’s Office filed an indictment against 14 persons, including the two
ministers, in the “Koverta” case.®® As of May 2026, the case remained pending
trial, no judgment has been issued, and the presumption of innocence applies to
all accused persons. In February 2026, Prime Minister Nihad Uk tendered his
resignation following a fatal tram accident that triggered major public protests and
intensified scrutiny of safety and governance of Sarajevo’s tram system.®® These
developments suggest that Sarajevo Canton should be seen as a case in which
meaningful preventive reforms coexisted with serious allegations, enforcement
action, and wider pressures of political accountability.

The trajectory of reform in Sarajevo Canton, including both its achievements and
its turbulent political backdrop, points to several broader lessons. One is that a
degree of autonomy at the sub-national level can be an important enabling factor
for anti-corruption reform, allowing local authorities to move ahead even when
national-level processes are stalled. Another lesson is that digital transparency
solutions, such as public registers and online platforms, are relatively low-cost
and highly transferable tools that can improve visibility and accountability across
different local and regional contexts. Finally, the Sarajevo Canton case suggests
that sequencing and collaboration matter: sustained pressure from civil society
and media seems to help create demand for reform, political change made
institutionalisation possible. Also international technical support seems to
contribute to capacity-building and credibility. Taken together, these elements
point to the value of gradual, preventive and inclusive approaches to addressing
corruption risks at the local level, even in complex and institutionally constrained
environments where reform co-exists with ongoing accountability pressures.

82 Newly appointed PM of Canton Sarajevo reveals plans for the mandate. (2023, March 25). Sarajevo Times.

8 Analysis: Reconstruction of the Sarajevo Canton Government. (2025, February 23). Sarajevo Times

8 Ministrica u Vladi KS Enda Pavi¢ Pegenkovié¢ predata u nadleznost TuZilastva. (2025, April 25). Euronews.ba
8 Indictment filed against 14 persons in the “Envelope” case. (2026, March 19). Sarajevo Times.

8 Sarajevo Canton Assembly on the resignation of Prime Minister and the dismissal of the government. (2026,
February 24). Sarajevo Times.
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4.2 Case study 2: Integrity planning and corruption risk
management in local governments of Montenegro

National and institutional context

Corruption prevention in Montenegro has developed within a centralised and
legally formalised framework, strongly influenced by the country’s European
Union accession process, particularly negotiations under Chapter 23 (Judiciary
and Fundamental Rights). At the same time, corruption in Montenegro is widely
discussed not as an incidental governance problem but as a systemic one.®” Recent
assessments describe the country as affected by entrenched patterns of state
capture, institutionalised corruption, patronage, and persistent weaknesses in the
practical enforcement of anti-corruption rules.®®Against this broader backdrop,
Montenegro’s local integrity planning framework should be understood not as
evidence of a fully successful anti-corruption model, but as an attempt to build
preventive institutional mechanisms in a difficult governance environment.

Unlike systems where local anti-corruption initiatives depend primarily on
political shifts at the municipal level, Montenegro institutionalised integrity
planning through binding national legislation applicable to all levels of public
administration.®* The Law on Prevention of Corruption, fully implemented since
2016, obliges all local self-government units, as well as public institutions, public
companies, and companies founded or majority-owned by local self-government
units, to adopt integrity plans. Oversight and methodological guidance are
provided by the Agency for Prevention of Corruption, which plays a central role
in monitoring compliance, reviewing reports, and issuing recommendations.

Montenegro has one subnational layer of governance. It consists of 25 local self-
government units, including 23 municipalities, the Capital City of Podgorica and
the Historic Royal Capital of Cetinje.”® Local governments exercise significant
competencies in areas commonly associated with elevated corruption risks,
including public procurement, spatial and urban planning, inspections, communal
services, employment decisions, licensing, and management of municipal
resources. Even within a relatively centralised state structure, municipalities

87 Transparency International. (2024). National integrity system assessment: Montenegro (NIS report).

8 Freedom House. (2024). Freedom in the world 2024: Montenegro.; Freedom House. (2025). Freedom in the
world 2025: Montenegro.

8 OECD. (2021). Corruption Prevention at Local Level in Eastern Europe and Central Asia. OECD Publishing.
% European Committee of the Regions: Commission for Citizenship, Governance, Institutional and External
Affairs, Aleszko-Lessels, O., Bieliei, S., Dragouni, O., Gliniecka, M., Halili, R., Noniashvili, G., & Szajter
Akgiin, A. (2025). Division of powers: multi-level governance structures in the EU enlargement countries,
European Committee of the Regions.
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remain key sites where discretion over public resources, employment
opportunities, and administrative decisions can generate corruption risks.’!

This broader institutional context is also reflected in the European Commission’s
Montenegro 2025 Report. The Commission notes that, although local government
authorities formally have their own remit, in practice they often need approval
from central authorities, have restricted financial autonomy, and are not always
consulted on draft laws that directly affect them. At the same time, the report
records a partial re-strengthening of local competences in spatial planning and
construction permits in 2025. This suggests that Montenegro’s local integrity
framework operates within a system where formal decentralisation exists, but
effective local autonomy remains uneven.’?

Capture-related vulnerabilities and risk exposure

Although Montenegro does not exhibit the same degree of institutional
fragmentation as some neighbouring countries, local governments operate in
environments characterised by systemic corruption risks, patronage networks, and
politicised public administration. Corruption and cronyism remain widely
discussed concerns, while public sector employment and access to local resources
can be influenced by informal networks and political affiliations.”® Municipal
governance concentrates corruption exposure in a small number of high-risk
functions: procurement, licensing, staffing, land-use decisions, and communal
service management. Formal procedural safeguards exist across these areas, yet
the breadth of discretionary authority retained by local officials leaves persistent
openings for favouritism, conflicts of interest, and the preferential distribution of
public resources.”

The small scale of many municipalities compounds these vulnerabilities. Where
personal and professional networks overlap extensively and administrative
capacity is limited, the boundary between public authority and private interest
becomes harder to maintain in practice. Such structural characteristics do not
automatically produce corruption, but they increase the vulnerability of local
institutions to capture-like practices.”

o1 OECD. (2025). Public administration in Montenegro 2024: Assessment against the principles of public
administration (SIGMA Monitoring Reports). OECD Publishing.

92 Directorate-General for Enlargement and Eastern Neighbourhood. (2025). Montenegro report 2025. European
Commission.

% Centre for Democracy and Human Rights (CEDEM). (2025). Political public opinion in Montenegro:
September 2025.

% Institute Alternative. (2015). Corruption in public procurement hidden behind the legal framework.

% Tromme, M. (2018). Corruption risks at the local level in the EU and EU periphery countries. Bingham
Centre for the Rule of Law, British Institute of International and Comparative Law.
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Public procurement represents a particularly sensitive risk area. Monitoring
reports have raised concerns regarding potentially biased specifications,
evaluation procedures, or limited competition. In municipal contexts, such
vulnerabilities can allow formal procedures to be used in ways that maintain
discretionary advantage while preserving the appearance of compliance.”®

Measures and interventions implemented

Montenegro has developed a preventive anti-corruption approach centred on the
systematic 1identification and management of corruption risks in public
administration. Instead of relying primarily on criminal enforcement, the system
emphasises administrative prevention through structured risk assessment and
integrity planning.”’

The framework combines several mutually reinforcing instruments, including
corruption risk assessments, integrity plans, local anti-corruption action plans, and
monitoring mechanisms coordinated by the Agency for Prevention of Corruption.
Together, these tools are intended to identify vulnerabilities within administrative
procedures and introduce preventive safeguards into routine governance
processes.”

Risk assessment as the basis of integrity planning

In Montenegro, corruption risk assessment constitutes the first stage of integrity
planning. The Agency for Prevention of Corruption adopted Rules for the
Development and Implementation of Integrity Plans in 2015, which provide a
detailed methodology for identifying and evaluating risks.”

Municipalities conduct internal reviews of organisational structures, work
processes, and administrative procedures. Through questionnaires and analytical
templates, institutions identify positions or functions exposed to corruption risks,
including procurement, licensing, financial management, and human resource
administration. 1%

% Institute Alternative. (2015). Public procurement in Montenegro: Corruption within the law. https://institut-
alternativa.org/en/public-procurement-in-montenegro-corruption-within-the-law/

97 Law on Prevention of Corruption. (2014; 2017). Law on Prevention of Corruption (Official Gazette of
Montenegro 53/2014 and 42/2017).

% Nenezi¢, A. (2018). Are municipalities in Montenegro fighting against corruption and how? Centre for Civic
Education (CCE).

% Agency for Prevention of Corruption (Montenegro). (2015). Rules for the drafting and implementation of the
integrity plan.

100 Agency for Prevention of Corruption (Montenegro). (n.d.). Questionnaire for identification of work processes
that are particularly exposed to corruption.; Agency for Prevention of Corruption (Montenegro). (n.d.). Example
questionnaire for risk assessment in local self-government.
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Building on the initial screening, institutions proceed to assess each identified risk
against two dimensions: the likelihood of its occurrence and the scale of its
potential impact. On this basis, they define targeted mitigation measures, which
may encompass greater procedural transparency, reinforced internal controls,
more explicit allocation of administrative responsibilities, and stronger
monitoring mechanisms.!'%!

Importantly, corruption risk management is integrated into broader financial
management and internal control frameworks under the Law on Public Internal
Financial Control and related guidelines adopted by the Ministry of Finance,
municipalities are also required to establish risk management strategies and
maintain risk registers. The integration of corruption risk management into
general administrative governance systems is designed to ensure that prevention
becomes a self-sustaining institutional practice, rather than a discrete policy
initiative vulnerable to shifting priorities.!®

Integrity plans and local anti-corruption action plans

All municipalities in Montenegro adopted integrity plans following the
introduction of legal obligations under the Law on Prevention of Corruption.
These plans identify corruption vulnerabilities within administrative structures
and define preventive measures aimed at reducing risks.'%

Municipal reports submitted to the Agency for Prevention of Corruption indicate
that numerous risks were identified during the first implementation cycle and
corresponding mitigation measures were introduced. Integrity plans are
complemented by local anti-corruption action plans developed with support from
national institutions, civil society organisations, and international partners.'®

However, external monitoring has highlighted variation in the quality of
implementation. Some integrity plans rely heavily on standardised templates
rather than detailed institutional analysis, creating the risk that integrity planning

191 Central Bank of Montenegro. (2024). Integrity plan 2024-2026.; Agency for Prevention of Corruption
(Montenegro). (2015). Rules for the drafting and implementation of the integrity plan.

192 Montenegro (2008). Law on public internal financial control system (Official Gazette of Montenegro No.
73/08).; Government of Montenegro. (2009). Answers to the European Commission questionnaire: Chapter 32 —
Financial control. European Stability Initiative.

103 Nenezi¢, A. (2018). Are municipalities in Montenegro fighting against corruption and how? Centre for Civic
Education (CCE).

104 OSCE Mission to Montenegro. (2013, March 21). OSCE Mission presents model local action plan against
corruption in Montenegro. https://montenegro.osce.org/montenegro/100257
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becomes primarily a compliance exercise. Differences in administrative capacity
between municipalities further influence the depth of implementation.!'®

Actors involved

The implementation of the integrity planning framework draws on a range of
actors positioned at different levels of the governance system. The Agency for
Prevention of Corruption occupies the central institutional role, developing the
methodological basis for integrity planning, gathering annual implementation
reports from covered authorities, and issuing recommendations to guide their
work. 1%

The Union of Municipalities of Montenegro acts as a coordinating platform
facilitating communication between municipalities and national authorities. At
the local level, mayors, municipal assemblies, integrity managers, and internal
monitoring commissions are responsible for the practical implementation of
integrity plans.'%’

Civil society organisations have engaged through monitoring and public debate,
bringing to light weaknesses in implementation and recurring concerns about
overly formalistic compliance approaches. Their efforts have been supported by
the Council of Europe and the European Union with technical assistance and
policy guidance.!®®

Main outcomes and lessons learned

The introduction of integrity plans translated into a widespread formal adoption
of corruption risk assessment practices in many municipalities. Though the step
was rather formal, it was significant progress toward integrating corruption
prevention into routine administrative governance.'?”

105 United Nations Development Programme Montenegro & Agency for Prevention of Corruption (Montenegro).
(2024). Integrity in Action - Assessment report on the implementation of anti-corruption measures by local self-
government units.

196 Agency for Prevention of Corruption (Montenegro). (2023). Work report of the Agency for Prevention of
Corruption in 2022.

197 Nenezi¢, A. (2018). Are municipalities in Montenegro fighting against corruption and how? Centre for Civic
Education (CCE).

1% Djonovi¢, N., & Bajramspahi¢, D. (2014). Local self-governments in Montenegro in fight against corruption:
Report on implementation of local action plans for fight against corruption in 14 Montenegrin municipalities
(2009-2014). Centre for Civic Education.

199 United Nations Development Programme Montenegro & Agency for Prevention of Corruption (Montenegro).
(2024). Integrity in Action - Assessment report on the implementation of anti-corruption measures by local self-
government units.
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The system has generated reporting data on corruption risks and mitigation
measures, improving transparency and comparability across municipalities. At the
same time, implementation challenges remain. In some cases, integrity planning
and “risk register” type commitments risk becoming a formal compliance exercise
rather than a substantive analytical process.

Different administrative capacities across municipalities also affect the depth of
implementation. Larger municipalities tend to demonstrate stronger analytical
capacity and monitoring mechanisms than smaller administrations.

All'in all, the Montenegrin case reflects the characteristic strengths and limitations
of a centralised, legally mandated approach to corruption prevention. Such a
framework can secure the institutionalisation of preventive tools across all
covered entities, but its ultimate effectiveness remains contingent on the
administrative capacity of implementing bodies, the durability of political
commitment at both national and local levels, and the conditions of the wider
governance environment in which it operates.'!°

For this reason, the Montenegrin model should be understood as a promising
institutional approach rather than a fully proven success story.

4.3 Case study 3: Open Local Budget Index in Croatia
— budget transparency monitoring as a tool of local
accountability

National and institutional context

Corruption in Croatia remains a serious structural governance challenge. Even
after the country’s accession to the European Union in 2013, both international
assessments and domestic civil society have continued to detect problems in
public procurement procedures, nepotism in appointments and employment, and
weak oversight of public resources as persistent governance vulnerabilities.!'!!
These risks are especially relevant at the local level, where authorities exercise
important discretionary powers over procurement, land-use planning, local
services, employment, licensing, and communal resources.

110 OECD (2025). Public administration in the Western Balkans 2024: Regional overview of assessments against
the Principles of Public Administration (SIGMA Monitoring Reports). OECD Publishing.
1 Bertelsmann Stiftung. (2024). BTI 2024 country report: Croatia.
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Croatia’s subnational governance system comprises 576 local and regional
government units which include 20 counties, 128 cities, and 428 municipalities.!!?
This system is widely seen as too fragmented, with many smaller municipalities
simply lacking the staff and funds to govern effectively.!'® In such a setting, even
basic transparency standards matter, because unequal publication of budget
information means that citizens in different communities have unequal access to
information on how public money is planned and spent.

Against this background, the Institute of Public Finance (IJF) developed a
monitoring-based approach to local fiscal transparency centred on the Open Local
Budget Index (OLBI).!!* By publishing comparable budget information across all
local government units, this model helps hold local authorities accountable.

Capture-related vulnerabilities and risk exposure

In Croatian local government, corruption risks increase when systems and
procedures allow some people to be treated more favourably than others and when
public oversight is weak. In smaller municipalities, there are fewer political rivals,
less administrative expertise, and personal relationships tend to blur professional
boundaries.!!’® This creates an environment in which informal influence over
contracting, employment, and resource allocation can be exercised more easily
and with fewer external checks.

Research on local budget transparency in Croatia has shown that political
variables, especially political competition and political incentives, significantly
affect whether local governments voluntarily disclose budget information.!''

Where voters do not penalise opacity and incumbents face weak competition,
transparency tends to remain low. This has been described as a form of “political
stubbornness”, which means that low transparency continues because local
leaders often face little pressure or political cost for not being more open.'!”

Fiscal opacity is important not only as a transparency problem, but also because
it creates room for opportunistic budget management. Less transparent local
governments are more likely to overestimate revenues and spend more than

12 Broni¢, M., Ott, K., Petrusi¢, M., Prijakovi¢, S., & Stani¢, B. (2023). Budget transparency in Croatian
Counties, Cities and Municipalities: November 2022-April 2023. Institute of Public Finance Newsletter 119: 1—
12.

13 World Bank. (2025). Croatia subnational public finance review.

4 Institute of Public Finance. (2010). The Croatian Open Local Budget Index: Methodology.

15 World Bank. (2025). Croatia subnational public finance review.

116 Ott, K., Mackié, V., Broni¢, M., & Stani¢, B. (2019). Determinants of voluntary online local budget
transparency: A case study from Croatia. Ekonomski pregled, 70(2), 145-172.

17 0tt, K., Mackié, V., & Broni¢, M. (2019). Political stubbornness and online local budget transparency in
Croatia. Zbornik radova Ekonomskog fakulteta u Rijeci, 37(2), 553-585.
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planned, while opacity can also facilitate politically motivated fiscal behaviour
around elections.''® In this sense, weak transparency is not merely a technical
shortcoming; it is a governance vulnerability that may enable capture-like
practices in the management of public resources.

Measures and interventions implemented

The Institute of Public Finance addressed weaknesses in local budget
transparency through the systematic annual monitoring of all 576 counties, cities,
and municipalities. The core instrument is the Open Local Budget Index with a
simple scale from zero to 5. A point is assigned for each of the five key budget
documents published on the local government’s website. The five documents
expected to be published are the year-end budget execution report, the mid-year
execution report, the enacted budget, the budget proposal, and the citizens’
budget.!"’

This methodology is very simple and replicable. It does not require access to
internal administrative data or detailed qualitative assessment. Instead, it simply
measures whether key budget documents are available online. At the same time,
the methodology includes clear rules on what counts as publication. A document
1s counted only if it is directly available on the local authority’s website or through
a direct link. A report that is formally published but effectively hidden, for
example in an official paper bulletin, does not count. This emphasis on
accessibility and timeliness is important, because it means transparency is
measured as something citizens can actually use.

A second important element is public dissemination. The IJF publishes the results
through an interactive online map and public research notes, allowing citizens,
journalists, civil society organisations, and other stakeholders to compare the
performance of local governments across the country. In practice, this turns the
index into a reputational and accountability tool what makes underperformance
visible, creates soft pressure for improvement, and lowers the cost of civic
monitoring.

The monitoring model also operates alongside a broader legal and policy
framework. Some of the relevant budget documents are mandatory under Croatian

18 Guillamén, M.-D., Rios, A.-M., & Prijakovi¢, S. (2024). The impact of budget transparency on budget
credibility: Evidence from Croatian cities. South East European Journal of Economics and Business, 19(2), 119—
135.

119 Broni¢, M., Ott, K., Petrusi¢, M., Prijakovi¢, S., & Stani¢, B. (2023). Budget transparency in Croatian
Counties, Cities and Municipalities: November 2022-April 2023. Institute of Public Finance Newsletter 119:
112.; Institute of Public Finance. (2023). Local budget transparency (November 2022—April 2023).; Institute of
Public Finance. (2010). The Croatian Open Local Budget Index: Methodology.
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budget and access-to-information legislation, while others, particularly the budget
proposal and the citizens’ budget, were initially promoted through Ministry of
Finance recommendations and broader open government commitments. In this
way, the OLBI functions both as a monitoring tool and as an independent
compliance signal that shows whether local units are meeting minimum standards
and whether they go beyond them.

Actors involved

The Institute of Public Finance, an independent public policy research institution
based in Zagreb, is the central actor of this instrument. The IJF developed the
OLBI methodology, conducts the annual monitoring, publishes the results, and
maintains the public-facing tools through which the findings are communicated.
In that sense, the Croatian case is driven by a sustained research-based monitoring
effort that over time became an influential part of the accountability
environment.'?°

The initiative has also been supported by a wider network of actors. In its earlier
stages, it drew on international methodological support linked to the International
Budget Partnership and related partners, while later research was supported
through the Croatian Science Foundation. The Ministry of Finance contributed by
issuing guidelines and shaping the regulatory framework for local budget
publication, while Croatia’s Open Government Partnership commitments
provided an additional policy framework reinforcing fiscal transparency at local
level.

Local and regional government units are the primary focus of the monitoring, but
civil society organisations, journalists, and the wider public are also important
actors in the model. The value of the index depends not only on publication by
the IJF, but on the fact that the data can be used by external actors to question
non-compliance, compare local governments, and increase public pressure for
improvement.

Main outcomes and lessons learned

The Croatian Open Local Budget Index produced clear results over time,
incentivizing local authorities to take meaningful steps towards greater budget
transparency. Across all 576 local and regional units, the average score increased
from 1.8 in 2015 to 4.6 in 2023. For cities specifically, the average score rose

120 Broni¢, M., Ott, K., Petrusi¢, M., Prijakovi¢, S., & Stani¢, B. (2023). Budget transparency in Croatian
Counties, Cities and Municipalities: November 2022-April 2023. Institute of Public Finance Newsletter 119: 1—
12.
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from 3.66 in 2016 to 4.73 in 2021. By 2023, when the ninth monitoring cycle was
finalized, almost all counties had published all five documents, while cities and
municipalities also reached very high average scores. In other words, publishing
key budget documents has become a common and regular practice across Croatian
local governments. At the same time, some local communities still never
published a single budget report, showing that, despite overall progress, it
remained uneven.'?!

The Open Local Budget Index had a real impact on the behavior of local
governments. A study titled "The Impact of Budget Transparency on Budget
Credibility: Evidence From Croatian Cities" found in 2024 that Croatian cities
with higher budget transparency tended to plan their budgets more carefully.!??
They took a conservative approach to revenue estimates and built contingencies
into their expenditure budget, reducing the risk of overspending. Less transparent
cities, by contrast, were overly optimistic about revenues and spent more than
planned. Put differently, even a relatively simple transparency instrument brought
better fiscal discipline in practice.

Several broader lessons emerge from this experience. First, simple and affordable
monitoring can help local authorities stay more accountable. Second, public
accessibility of results matters because the interactive map and clear
communication format transformed technical monitoring into a usable civic
accountability tool. Third, the Croatian case shows that transparency can work as
a preventive governance mechanism, even in contexts where enforcement is
uneven, by changing incentives and reducing the information asymmetry between
local authorities and citizens. Finally, the case also shows the limits of document-
based transparency. Publishing documents does not by itself guarantee full
transparency, public understanding, or meaningful citizen participation.
Publishing documents opens the door to accountability but does not walk through
1t.

The Croatian Open Local Budget Index is important because it helped make
budget transparency a clear and practical standard for all local governments. Its
strength is that the method is simple, the results are published every year, and
everyone can see and compare them. The Croatian case also shows that better
transparency can support more careful and responsible budget planning. This

121 Broni¢, M., Ott, K., Petrusi¢, M., Prijakovi¢, S., & Stani¢, B. (2023). Budget transparency in Croatian
Counties, Cities and Municipalities: November 2022-April 2023. Institute of Public Finance Newsletter 119: 1—
12.

122 Guillamén, M.-D., Rios, A.-M., & Prijakovi¢, S. (2024). The impact of budget transparency on budget
credibility: Evidence from Croatian cities. South East European Journal of Economics and Business, 19(2), 119—
135.
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makes OLBI a useful and affordable model that can be repeated in other local
government settings.

4.4 Case study 4: Islands of good governance —
Alcobendas and Sant Cugat del Vallés (Spain)

National and institutional context

Compared with the other cases discussed in this report, Spain represents a more
institutionally consolidated governance environment. Yet corruption has
remained a recurrent and politically salient problem, especially at the local and
regional levels.'?* During the 2010s, repeated scandals made corruption one of the
country’s most visible public concerns. Major cases such as Giirtel and Punica
exposed kickback-for-contract schemes involving local and regional politicians,
while the Pretoria scandal highlighted corruption risks associated with urban
planning and land-use decisions in Catalonia.!** Spain’s anti-corruption debate
thus developed not around a single systemic rupture, but around the cumulative
effect of scandals that exposed structural weaknesses in local governance.

These problems were closely connected to the institutional design of the Spanish
local government. Literature consistently points to two factors in particular. First,
the strong-mayor model concentrates executive, managerial, and appointment
powers in a single political office, creating limited checks and balances over
procurement, land-use planning, employment, and the allocation of public
resources. Second, Spain’s fragmented municipal system includes thousands of
municipalities, many of them small and administratively overstretched, with
limited capacity to maintain complex compliance and control systems. In such
conditions, corruption risks, among other factors, are produced by weak
administrative infrastructure.'?

For most of the period covered by this case study, local governments also operated
in a comparatively weak national transparency framework. Until the adoption of
the Law 19/2013 on Transparency, Access to Public Information, and Good
Governance, Spain lacked a legally guaranteed right of access to public
information.'?® Even after its adoption, observers criticised the law for leaving

123 Kroll. (2020). Corruption in Spain: A brief analysis of high-profile cases and Spanish authorities’
anticorruption efforts. https://www.kroll.com/en/publications/compliance-risk/spain-corruption-analysis

124 Drapalova, E., & Di Mascio, F. (2020). Islands of good government: Explaining successful corruption control
in two Spanish cities. Politics and Governance, 8(2), 128-139.

125 Dullah Omar Institute. (2023). The Spanish local government system: A model designed for stability.

126 Spain. (2013). Law 19/2013, of 9 December, on transparency, access to public information and good
governance.
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important gaps in enforceability and scope.!?’ In practice, therefore, many
municipalities still depended on their own political and administrative choices to
achieve meaningful transparency.'?®

Against this backdrop, Alcobendas in the Madrid region and Sant Cugat del Valles
in Catalonia became exceptional cases. Academic research describes them as
"islands of good government" because they developed sustained, internally driven
reform programmes that produced high levels of transparency, administrative
capacity, and corruption control despite being located in regions marked by high-
profile scandals.!?

Capture-related vulnerabilities and risk exposure

Both municipalities shared many of the characteristics that, in other Spanish cities,
were associated with corruption risk. They were medium-sized, economically
dynamic municipalities with politically consequential local governments and
significant exposure to procurement, staffing, and planning decisions. They were
also located in regions affected by some of the country’s best-known scandals. In
the Madrid region, Giirtel and Punica engulfed numerous municipalities and
politicians, including neighbouring cities comparable to Alcobendas. In
Catalonia, the Pretoria scandal exposed corruption in urban planning and land
management in medium-sized municipalities resembling Sant Cugat.!3°

The specific risk profile was also familiar. Public procurement, urban planning,
and municipal appointments were precisely the areas in which corruption scandals
tended to emerge. These were the points where concentrated political discretion
could be converted into private or partisan advantage. In comparable
municipalities that later faced investigations, those same areas became the core of
allegations involving contracting irregularities, politically managed
appointments, and planning decisions designed to benefit connected actors.'?!

127 Access Info Europe. (2013, November 28). In context of crisis and corruption, a transparency law with no
heart.

128 Financial Transparency Coalition. (2013). Spain’s New Law on Transparency: A Good First Step, But Serious
Shortcomings Remain. Financial Transparency Coalition, November 4, 2013.
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A further source of risk was low electoral competition. Both municipalities were
characterised by long periods of single-party dominance, with the Socialist Party
governing Alcobendas for 24 consecutive years before being succeeded by the
Popular Party. In its turn, Convergence and Union governed Sant Cugat
uninterruptedly from 1987 to 2019.'3? As we mentioned above, such low-
competition environments are often associated with higher corruption risks
because they reduce external political constraints.

Measures and interventions implemented

The key intervention that led to the reform in both cities was the introduction of a
city manager: a senior professional administrator intended to separate political
direction from operational management. In the Spanish context, this was a
significant gamechanger. City managers were not a standard institutional feature
of the country’s Napoleonic administrative tradition, in which political officials
usually retained direct control over management functions. By creating a
professional managerial layer, both municipalities introduced an internal
counterweight to politicised discretion.!*3

The city manager was not, however, a standalone solution. In both Alcobendas
and Sant Cugat, it became the anchor for a broader package of administrative and
organisational reforms. These reforms combined political-administrative
separation, performance management, strategic planning, information systems,
and transparency tools. The overall anti-corruption effect came less from any
single legal rule than from the way these institutional innovations reduced
arbitrary discretion and increased accountability in routine municipal
governance.'**

Alcobendas

The foundations of reform in Alcobendas were laid in the early 1990s under the
long-serving Socialist mayor José¢ Caballero. Between 1991 and 1995, the
municipality introduced several management reforms. It created a Central
Organisation and Coordination Unit, began using goal-based management, and
adopted its first strategic plan. In 1999, the mayor appointed a city manager as
general coordinator, creating a system in which political leadership was more
clearly separated from day-to-day administrative management. The city manager

132 Drapalova, E., & Di Mascio, F. (2020). Islands of good government: Explaining successful corruption control

in two Spanish cities. Politics and Governance, 8(2), 128-139.

133 Dullah Omar Institute. (2023). The Spanish local government system: A model designed for stability.

134 Jiménez, F., Villoria, M., & Garcia-Quesada, M. (2012). Badly designed institutions, informal rules and
perverse incentives: Local government corruption in Spain. Lex Localis — Journal of Local Self-Government,
10(4), 363-381.
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exercised authority over finances, the budget, personnel hiring, and information
systems, thereby occupying the key position from which better management
practices could shape the whole municipality.'¥

This role was reinforced by several governance instruments. Municipal Action
Plans connected budget decisions, policy priorities, and political commitments,
making it more difficult for both elected officials and municipal staff to act outside
the agreed goals. A planning and evaluation unit centralised performance data
collection across departments. Alcobendas also began publishing budgetary and
administrative information online well before the adoption of the 2013 national
transparency law.!3® By 2010, it scored 99 out of 100 on the Transparency
International Spain City Hall Transparency Index, far above the national average.

An important sign that the model had become established came in 2007, when the
Popular Party took office and kept the city manager appointed under the previous
Socialist administration. This continuity was important. It showed that the
managerial model had become part of the municipality’s operating system rather
than a partisan project. The same city manager held his post until 2015, remaining
in position three mayoral terms across two parties.!*” In 2016, Alcobendas was
recognised by the European Foundation for Quality Management (EFQM), a body
that evaluates organisational excellence in both the private and public sectors.
EFQM’s framework has been used to assess major organisations such as Bosch,
BMW, VW, Xerox, Ricoh, Philips, and EDF. By awarding Alcobendas its EFQM
Excellence Award, EFQM acknowledged that the municipality had reached a
level of management quality rarely associated with local government. Alcobendas
was the first local government in Europe to receive the award.!'*8

Sant Cugat del Valles

In Sant Cugat del Valles, reform began in 1999 under mayor Luis Recoder. After
a relatively narrow electoral victory, the city leadership sought to signal a strong
commitment to governance quality and introduced a city manager position,
drawing on models already used in early-adopter Catalan municipalities. The
intention was a visible strengthening in municipality governance.'®

135 Iglesias Alonso, A. (2006). Gobernanza e innovacion en la gestion piblica: Alcobendas 1979—2003. Instituto
Nacional de Administracién Publica; Ayuntamiento de Alcobendas.

136 Dyntra. (2024). Ayuntamiento de Alcobendas — Municipal transparency index.

137 Drapalova, E., & Di Mascio, F. (2020). Islands of good government: Explaining successful corruption control
in two Spanish cities. Politics and Governance, 8(2), 128-139.

138 Ayuntamiento de Alcobendas, el primero en Europa con premio EFQM de excelencia. (2016, September 30).
La Vanguardia.

139 Drapalova, E., & Lapuente, V. (2017). Do city managers improve government performance? The case of
Catalonia, Spain. International Public Management Journal, 20(3), 1-27.
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Following the departure of the first city manager in 2004, the reform process
deepened through a sequence of mutually reinforcing management tools. In 2004,
through the Plan Ciudad, the city’s strategic plan, Sant Cugat introduced the
Balanced Scorecard as a practical tool to connect the city’s main goals with the
work of different municipal departments and to measure whether those goals were
being achieved.!*’ In 2005, the municipality created IGEPESI'*!, a municipal
body set up to lead management reform, economic planning, and the use of
information across the administration. ' Between 2007 and 2008, the
municipality introduced PACTE!*, a management tool developed with ESADE
Business School to link departmental goals with costs, compare performance
across the administration, and make it easier to track results.!* Also, the city
introduced an e-procurement system that improved the transparency and
auditability of contracting procedures.!'*

Sant Cugat also built a comprehensive transparency architecture. Its public portal
provided access to budget data, procurement information, and administrative
decisions.'*® In 2010, it achieved 100 out of 100 on the Transparency International
Spain City Hall Transparency Index.'*” In 2009, it won the European Public
Sector Award in the category "Leadership and Management for Change,"
reflecting international recognition of the city’s governance reforms.'*®

Actors involved

A striking feature of both cases is that reform was internally generated. These
were not donor-driven projects, nor responses to judicial intervention, nor
exercises in formal compliance with externally imposed anti-corruption
standards. The reform momentum came from within the municipalities
themselves, making the cases unusual to other anti-corruption success stories.
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The leading political figures were crucial because they provided the time horizon
and authority needed for gradual institutionalisation. In Alcobendas, mayor José
Caballero sustained reform over six consecutive terms. In Sant Cugat, mayor Luis
Recoder used governance modernisation as a way of demonstrating political
credibility in a competitive local environment. In both cities, reform was
politically owned rather than outsourced.'*

City managers were the operational architects of change. In Alcobendas, the city
manager appointed in 1999 served for sixteen years and across two party-political
administrations. In Sant Cugat, successive city managers maintained the reform
trajectory without interruption. Their role was central to the success of the
reforms. What mattered was the close working relationship between mayors and
city managers. Mayors relied on city managers as trusted professional
administrators and allowed them to manage the municipality on the basis of
competence rather than political loyalty. Civil servants and department heads also
were important. However, the introduction of the city manager model initially
generated resistance, particularly in Sant Cugat. This resistance gradually
decreased because the city manager did not try to interfere directly in the daily
work of each department. Instead, the focus was placed on using data and
performance results to improve how the administration worked.

External actors played a secondary, largely ex post role. Transparency
International Spain, the EFQM framework, and the EPSA award system did not
create the reforms, but they validated them publicly and gave them reputational
weight. This helped transform municipal governance quality into a visible
political asset.!>®

Main outcomes and lessons learned

The results of the reforms described above were visible and measurable. In 2010,
Sant Cugat scored 100 and Alcobendas 99 out of 100 on the Transparency
International Spain City Hall Transparency Index, compared to a national average
of 73.2.15" In the InfoParticipa index in 2014, Alcobendas scored 87.8 and Sant
Cugat 97.56, while comparable municipalities affected by corruption scandals

199 Drapalova, E., & Di Mascio, F. (2020). Islands of good government: Explaining successful corruption control
in two Spanish cities. Politics and Governance, 8(2), 128-139; see also biographical data on José Caballero
(mayor of Alcobendas, 1983-2007) and Lluis Recoder (mayor of Sant Cugat del Valles, 1999-2010).
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in two Spanish cities. Politics and Governance, 8(2), 128-139.

151 Transparencia Internacional Espaiia. (2010). Indice de transparencia de los ayuntamientos (ITA) 2010:
Puntuaciones globales 2010, 2009 y 2008. Transparencia Internacional Espafia.
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scored substantially lower. > The two reform cities also did better than

neighbouring municipalities in routine administrative work, such as collecting
taxes and paying suppliers on time. This suggests that their administrations were
better organised, worked more smoothly internally, and were generally more
capable.

Neither Alcobendas nor Sant Cugat experienced the kind of corruption
investigations that affected many comparable municipalities in their regions. In a
national environment marked by repeated local corruption scandals, this absence
is itself a meaningful outcome. It suggests that the reforms did indeed alter the
institutional environment in these municipalities.'>

Takeaways from these cases are the following. First, administrative reform can be
as important as formal anti-corruption legislation. The examples suggest that
complex legal frameworks are unlikely to work in an overburdened administration
unless managerial structures are also reformed. Second, the separation of political
and administrative roles is essential. A credible professional manager can act as
an internal check on patronage and discretionary abuse. Third, transparency tools
are most useful when they are built on real internal reforms, not used instead of
them. Finally, the examples of Alcobendas and Sant Cugat show that low political
competition does not automatically produce poor governance. Under certain
conditions, political leaders may treat governance quality itself as a strategic
resource and support reforms that become self-reinforcing over time.

All in all, this case study shows that local communities can improve the quality
of governance when reforms are driven from within and maintained over time.
Positive results could be achieved even in environments where corruption risks
remain high.
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Mykolaivvodokanal: a Ukrainian case of early-stage
corporate governance reform in a frontline city

Before the full-scale invasion, Ukraine had already built an important anti-
corruption architecture, but the gap between formal rules and practical
implementation remained visible. Municipally-owned enterprises were a weak
point. They often lacked strong internal controls, transparent reporting,
competitive management selection, and effective oversight.

After 2022, these issues became more important as local authorities had to govern
under martial law, manage damaged infrastructure, and handle growing volumes
of international aid. In wartime, good governance became about more than
fighting corruption — it became about credibility, resilience, and keeping the door
open to international finance. Mykolaiv, with its water system shattered by the
war, had little room for weak oversight. Transparent management of emergency
and recovery resources became a necessity.

At the first stage of the reform, in 2023-2024, an integrity assessment of
Mykolaivvodokanal, Mykolaiv’s municipally owned water and wastewater
utility, was carried out. It covered 87 indicators across 9 areas and showed
systemic weaknesses, giving the city an evidence base for reform.!** On that basis,
a corporate governance roadmap was developed in 2024, with recommendations
aligned with OECD-style principles.!?

By late 2024, the municipally owned utility had also updated how it handles
procurement, bringing in clearer pricing standards, better planning practices, and
a wider pool of suppliers. In 2025, the plans finally turned into action. More than
50 people applied to join the new Supervisory Board; the City Council selected
three independent members and two owner representatives, and handed the board
genuine decision-making power over management, finances, and major deals. The
board's first big test came in late 2025, when it launched Ukraine's first-ever open
competition for the top job at a municipal water company. Nineteen candidates
entered, three reached the final stage, and a new director was chosen through a
process that was open and merit-based throughout. !>

The reform was politically driven by Mayor Oleksandr Sienkevych and formally
anchored by the Mykolaiv City Council. The EU Anti-Corruption Initiative

154 Official Mykolaiv City Council Corporate Governance Portal. corpgov.mkrada.gov.ua

155 EU Anti-Corruption Initiative (EUACI). (2024, July 1). Presentation of the corporate governance roadmap at
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156 EU Anti-Corruption Initiative (EUACI). (2026, February 6). Head of “Mykolaivvodokanal”’ selected via open
competition for the first time. https://euaci.cu/en/news-and-events/head-of-mykolaivvodokanal-selected-via-
open-competition-for-the-first-time/
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(EUACI) acted as the main technical partner throughout the process. Independent
recruiters and competition support mechanisms were used to protect the
credibility of both the supervisory board selection and the director competition.
This combination of political ownership and external technical support was
central to the reform’s legitimacy.!’

The reform brought in a more professional way of running the utility with clear
boundaries between who owns it, who oversees it, and who manages it day to day.
Decisions about hiring, budgets, and major contracts became subject to real
checks, and the processes behind them were opened up to citizens and external
partners for the first time. The reform also produced measurable financial results.
In particular, the updated procurement policy generated documented savings of
UAH 40 million in 2025, including UAH 25 million on goods and UAH 15
million on works.!*® An equally important outcome of the reform was the start of
cooperation with the European Investment Bank (EIB) for wastewater treatment
system reconstruction.!® The reform served as a signal that Mykolaivvodokanal
had become a more credible recipient of large-scale external investment.

157 EU Anti-Corruption Initiative (EUACI). (2025, June 4). First in Ukraine: a Supervisory Board of a Municipal
Enterprise Established Based on OECD Corporate Governance Principles.
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159 European Investment Bank. (2024, November 19). Ukraine: EIB provides EUR 14.5 million to support
municipal projects in war-torn cities of Mykolaiv and Dnipro.
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5. Policy recommendations

Effective responses to local state capture require coordinated action across
multiple levels of governance. The recommendations below are structured
according to key actors: (1) local authorities, (2) national governments, and (3)
European-level institutions. Reforms should be sequenced to prioritise measures
that increase transparency and data availability, as these create preconditions for
effective oversight and accountability. At a minimum, preventing local state
capture requires: (1) transparent allocation of public resources, (2) merit-based
public administration, and (3) independent oversight mechanisms with real
enforcement capacity.

5.1 Recommendations for local and regional authorities

Prevention

e Adopt at least three-year local integrity program with mandatory risk
indicators which cover human resources, procurement, land, utilities etc.;

e Introduce mandatory integrity plans for all subordinate institutions and
municipally owned enterprises with annual updates;

e Establish or strengthen an independent integrity function -- covering
conflicts of interest, declaration verification, and risk analysis -- scaled to
the municipality's capacity. Larger municipalities should establish a
dedicated unit; smaller ones may appoint a designated integrity officer with
a clear mandate, even where this is an additional role;

¢ Introduce mandatory declarations of conflicts of interest at the start of each
council or committee session, based on the published agenda, with an
obligation to make an additional declaration if an unplanned item arises
during the session;

e Sequence reforms from diagnosis to institutionalisation to external
scrutiny, rather than treating transparency as a stand-alone fix;

e Approve a code of conduct for deputies and officials with a clear sanctions
procedure;

Early detection

e Local and regional authorities should develop early detection systems that
combine qualitative warning signs with quantitative indicators, enabling
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the identification of emerging risks of local state capture before they
become entrenched.

e Introduce a digital procurement system and, where one is in place,
implement a risk dashboard monitoring red flags such as single bids, repeat
winners, contract modifications, and use of negotiation procedures;

e Establish and publish a real-time contract register, and introduce a quarterly
analysis of contract concentration, including the top suppliers, related
companies;

e Monitor post-election personnel dynamics by tracking mass layoffs, non-
competitive appointments, etc.;

e Expand personnel-risk monitoring to acting appointments, temporary
contracts, politically linked reassignments, and unusual promotion patterns;

e [Establish, maintain, and proactively publish a public register of appointees
and members of the supervisory boards of municipally owned enterprises,
ensuring it is freely accessible online;

e Establish secure channels for whistleblowers in accordance with the
standards of Directive (EU) 2019/1937, ensuring confidentiality and
protection against retaliation;

e Introduce explicit anti-retaliation protections for local public employees
who act in accordance with formal rules and integrity standards;

Governance safeguards

e Ensure opposition representation on budget and oversight committees.;

e Set 72 hours' prior availability as the standard for agenda amendments, with
late additions permitted only in justified exceptional circumstances and
subject to explicit approval by the council;

e Require all draft decisions to be published between 5-10 days prior to the
vote;

e Limit the use of expedited procedures and require written justification in
each case;

e Require mayors and CEOs/Boards of municipally owned enterprises to
deliver regular public reports, including Q&A sessions;

e Apply corporate governance standards to municipally owned enterprises,
including transparency, independent supervision and merit-based executive
selection;
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Procurement safeguards

e When not directly forbidden by the legal provisions (i.e. national safety),
conduct all procurement procedures digitally and mandate the publication
of complete tender documentation and all contract amendments;

e Prohibit and introduce oversight rules of procurement splitting intended to
circumvent threshold requirements;

e Ensure a minimum period for the submission of proposals and prohibit its
reduction without proper justification;

e Require mandatory audits of all single-bid procurement procedures;

e C(reate a public register on contract performance, including information on
amendments, term extensions, penalties, and related issues;

e Secure diversity and regular rotation of tender committee members;

Transparency tools

e Publish on a dedicated portal information on the budget, public
procurement, land, leases and municipal assets, in open data format, where
capacity allows;

e Create and publish public registries, including assets declarations,
appointments, municipal property, subsidies, and other relevant records;

e Publish all responses to requests for access to public information;

e Provide live online broadcasts of council meetings and committee
meetings, and maintain a publicly accessible video archive;

e Publish a public budget and ensure independent public monitoring of
project implementation;

e Pair transparency tools with measures that make them usable and safe for
citizens;

Anti-Clientelism and Anti-Patronage Measures

e Require open competitions for management positions, include external
members in selection committees, and ensure transparent proceedings,
including the publication of selection criteria and candidate evaluations;

e Support merit-based recruitment systems through legally binding
procedures, independent oversight of appointments, and audit mechanisms
capable of detecting patterns of patronage and politically motivated hiring.

e Extend anti-patronage safeguards beyond senior management to the wider
range of public posts vulnerable to political loyalty-based allocation;

e Prohibit holding positions simultaneously in municipally owned enterprises
and political bodies;
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e Identify and verify family and business ties in appointments and tenders;

e Recognise patronage-related appointments and contracts as a financial
integrity risk, not merely an ethical breach;

e Support independent local media and civil society organisations (CSOs)

through transparent grant programs without discretionary allocation of
funds.

5.2 Recommendations for national governments

Legislative safeguards against local state capture

e Adopt a national strategy on the prevention of local state capture, defining
concentration of power, administrative capture, and systemic favoritism,
and standards establishing transparency, competition, and internal control
-- encompassing both regulatory measures and soft interventions such as
training, codes of conduct, and guidance for local self-government bodies;

e Amend laws on local self-government to guarantee minimum opposition
rights in councils, which includes proportional representation in oversight
committees, right to initiate inspections, and limit excessive concentration
of mayoral powers through mandatory collegial decision-making for
budgets, land, and municipal enterprises;

e Introduce clear caps on debt levels and guarantees issued for municipally
owned companies, including mandatory disclosure of ultimate beneficial
owners of contractors;

Regulatory mechanisms and transparency tools

e Introduce a national system of risk indicators for monitoring local
governments which includes share of single-bid tenders, contractor
concentration, high personnel turnover, excessive below-threshold
procurement, automatically aggregated via e-procurement systems and
published as open data;

e Establish mandatory ex-ante review of significant contract amendments
with a substantial value increase, extension of implementation period
combined with price increase;

e Regulate state transfers to municipalities through transparent, formula-
based allocation mechanisms minimizing political discretion;

e Ensure transparent intergovernmental fiscal relations with objective
allocation criteria and full publication of subvention decisions;
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Institutional oversight and enforcement

Strengthen the independence and mandate of national anti-corruption
bodies and supreme audit institutions to conduct systematic oversight at the
local level, including risk-based annual audits;

Establish specialized prosecutorial units to investigate subnational
corruption, ensuring procedural autonomy;

Introduce an “early warning and integrity review” mechanism for
municipalities that systematically demonstrate corruption risk indicators;

Anti-corruption infrastructure

Establish a national register of related parties, companies’ data and ultimate
beneficial owners integrated with procurement and asset declaration
systems;

Introduce mandatory professionalization of the local civil service,
including merit-based recruitment, protection against politically motivated
dismissals, and safeguards for institutional continuity after elections.

5.3 Recommendations for national governments of EU

enlargement countries

Alignment with EU acquis and relevant Council of Europe standards, including
GRECQO recommendations

Harmonize legislation on conflicts of interest and asset declarations with
EU acquis requirements and relevant GRECO recommendations, ensure
effective enforcement at the local level;

Fully implement Directive (EU) 2019/1937 on whistleblower protection,
including extension to local authorities and establishment of independent
external reporting channels;

Ensure public procurement systems fully comply with EU procurement
directives, including safeguards against abusive contract amendments and
excessive use of non-competitive procedures;

Ensure  systematic  implementation of GRECO  evaluation
recommendations relevant to corruption prevention at the subnational
level;
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Institutional capacity-building under enlargement framework

e Strengthen the independence and operational capacity of anti-corruption
bodies and audit institutions in line with Chapter 23;

e Ensure transparent fiscal decentralization frameworks consistent with EU
principles of sound financial management and multi-level governance;

e Develop centralized monitoring and risk-assessment tools compatible with
EU digital governance and open data standards;

Safeguards against political interference

e Guarantee opposition rights and checks-and-balances mechanisms in local
self-government in line with European Charter of Local Self-Government
standards;

e Ensure prosecutorial and judicial independence in investigating corruption
at the subnational level, as required under EU rule of law benchmarks;

5.4 Recommendations for EU institutions

Rule of law monitoring and EU funding safeguards

e Integrate local-level indicators of state capture into EU rule-of-law and
public-finance monitoring frameworks, including indicators on
procurement concentration, politicised appointments, misuse of public
assets, and weakening of oversight bodies;

e Make staffing, patronage and local public-administration integrity
indicators an explicit part of EU monitoring of rule-of-law risks affecting
local and regional governance;

e Develop a unified methodology for assessing the risks of local state capture,
applicable across EU rule-of-law, cohesion, recovery, external action, and
enlargement-related funding frameworks;

e Incorporate local transparency standards — including public registers of
contracts, appointments, and asset declarations, municipal property,
subsidies, and beneficial ownership links — into EU funding risk-
assessment and audit frameworks, including through scoring or
prioritisation mechanisms where funding is allocated competitively;

e Consider temporary suspension or interruption of EU funding where EU
funds are implemented at local or municipal level in cases of systematic
indicators of local state capture, while simultaneously initiating a corrective
integrity plan;
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e Prioritise corrective integrity plans, enhanced monitoring, and technical
remediation when serious and repeated indicators of local state capture are
identified, reserving suspension or interruption of funding for persistent
non-compliance or repeated refusal of corrective action;

e Make full digital publication of tender documentation and all contract
amendments a mandatory integrity condition for EU-funded infrastructure
and public investment projects;

e Introduce compulsory contractor-concentration analysis for EU-funded
projects exceeding a defined threshold;

e Promote the integration of company registers, national beneficial
ownership registers, and public procurement systems to detect conflicts of
interest and related-party risks;

Integrating local state capture into enlargement monitoring

e Include a dedicated section on local state capture in annual Enlargement
Reports, with risk assessment at the level of local and regional authorities,
covering procurement concentration, politicised appointments, opposition
rights, and the capture of oversight bodies;

e Introduce a Local Governance Integrity Scoreboard for candidate countries,
featuring comparable indicators such as single-bid rates, staff turnover
following elections, contract concentration, opposition access to
committees, and post-election appointment patterns;

e Consider regular DG ENEST and SIGMA missions targeting high-risk
municipalities and regions in candidate countries;

e Apply the unified local state capture methodology in monitoring under the
Instrument for Pre-Accession Assistance and its successor instruments
under the 2028-2034 Global Europe framework, as well as in Twinning
and TAIEX programmes;

e Integrate local-level rule-of-law indicators into monitoring of candidate
countries, including through a pre-accession rule-of-law review;

e Include in accession benchmarks requirements to guarantee minimum
opposition rights in local councils and to ensure the independence of local
audit and oversight bodies;

e Require alignment of conflict-of-interest and whistleblower protection
frameworks with the acquis at the local level;

e Introduce an ex-ante conditionality requiring candidate countries to
establish a national system of risk indicators for monitoring municipalities;
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Support for capacity-building

e Allocate dedicated funding under the Instrument for Pre-Accession
Assistance and its successor instruments under the 2028-2034 Global
Europe framework to establish independent local integrity units and digital
transparency platforms based on the Sarajevo Canton example;

e Support the professionalization of local public service, including merit-
based recruitment and protection against politically motivated dismissals;

¢ Introduce regional training programs for local auditors, journalists, and
civil society organizations on identifying capture patterns;

5.5 Recommendations for the European Committee of
the Regions (CoR)

e Incorporate more systematically the issue of local state capture into the
CoR opinions on enlargement and the rule of law, with particular attention
to the risks of power concentration, procurement capture, and the erosion
of pluralism,;

e Address local state capture in the CoR's Joint Consultative Committees and
Working Groups on enlargement

e Consider creating a CoR forum for discussion on the integrity of local
governance in the EU and beyond, bringing together local and regional
authorities from EU Member States, candidate countries, and other partner
countries;

e Share best practices with the local and regional authorities in the EU and
enlargement countries, with a particular focus on digital transparency tools;

e (all for the European Commission to develop an integrity framework for
local and regional authorities, including in enlargement countries, to be
used where appropriate in Twinning and related technical assistance
projects;

e (all for minimum transparency standards for municipalities receiving EU
funding;
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Conclusions

Addressing local state capture requires moving beyond general anti-corruption
frameworks and recognising it as a systemic governance risk that demands
targeted, multi-level, and sustained policy responses. The effectiveness of these
measures ultimately depends on sustained political commitment. Without it,
formal reforms risk remaining symbolic and ineffective in practice.

Our analysis shows that local state capture should not be understood as a marginal
or purely localised corruption problem. It is a subnational form of systemic
corruption in which political dominance, clientelistic exchange, misuse of public
resources and weakened oversight gradually reconfigure local institutions away
from the public interest. Because local government is the level at which citizens
most directly experience democracy, capture at this level has effects that are not
merely administrative or financial. It erodes trust, narrows pluralism, weakens
accountability, distorts political competition and normalises the idea that public
authority exists to reward loyalty rather than serve the community.

The costs of local state capture are broader than is often assumed. They include
not only financial losses, but also behavioural and democratic harms: voter
apathy, learned helplessness, reduced civic participation, staff demotivation,
lower administrative professionalism and declining confidence that rules apply
equally to all. A particularly important finding of this report is that patronage,
nepotism and cronyism should be treated not only as ethical or political problems,
but also as direct forms of financial misuse that damage service quality and
weaken the credibility of local institutions.

At the same time, the case studies demonstrate that capture is not inevitable and
that meaningful prevention is possible even in difficult environments. The
experiences of Sarajevo Canton, Montenegro, Croatia, and the Spanish
municipalities reveal an uneven but instructive pattern of reform. Rather, they
show that effective counter-measures are gradual, institutional, and context-
dependent. The example of Ukraine even shows that gradual steps in the right
direction are possible even under wartime conditions. Their common lesson is that
reforms usually begin with diagnosis, risk mapping, and transparency, but become
credible only when translated into durable structures. These cases also show that
transparency on its own is not enough; it is most effective when embedded in
broader governance reform, supported by administrative capacity, and sustained
by political commitment.
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The central conclusion of this report is that protecting local democracy requires
treating local state capture as a structural governance risk, not as a series of
isolated corruption incidents. For the European Union, national governments and
local authorities alike, the priority should be to move from reactive, scandal-
driven responses to preventive systems capable of detecting and constraining
capture early. Strengthening pluralism, professionalising local administration,
safeguarding oversight actors and embedding measurable integrity standards into
enlargement and rule-of-law frameworks are not secondary governance
improvements. They are essential conditions for resilient local democracy and for
restoring public authority to its proper purpose of serving of the public interest.
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