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WHEN INSTITUTIONAL WEAKNESS LEADS TO 
STATE FAILURE

“GOVERNANCE STRATEGY AND POLICY CHALLENGES IN AN ENVIRONMENT 
OF ENERGY AND FOOD THREATS AND GLOBAL TURMOIL”

CIFE SEMINAR NICE MAY 2026
MICHEL-HENRY BOUCHET

6 MAIN KEY TAKEAWAYS:

1. Weak states fail to provide basic public goods (security, education, health), 
leading to instability.

2. State failure is gradual, driven by weak institutions, corruption, and 
economic decline, though an external shock can precipitate state failure

3. Good governance is essential—without transparency, rule of law, and 
accountability, development fails.

4. Corruption and inequality strongly increase fragility and undermine 
development.

5. Main root causes of fragility: weak institutions, corruption, inequality, 
debt/commodity dependence, limited freedoms, and declining democracy.

6. Early warning signs include capital flight, brain drain and rising socio-political 
unrest.

MHB-Skema-CIFE 2026
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1. WHAT ARE WEAK STATES, FAILED STATES 
AND ROGUE STATES? 

2. WHY & HOW DO STATES FAIL? 

3. WHICH COUNTRIES MOST EXEMPLIFY 
INSTITUTIONAL WEAKNESSES?

4. WHAT ABOUT EARLY-WARNING SIGNALS OF STATE FAILURE?

MHB-Skema-CIFE 2026

THIS TIME, IT’S DIFFERENT!

Converging shockwaves on already weak and fragile 
countries which cannot withstand Ʃ large debt, meager 

growth, high real interest rates + shrinking external 
financing + lower trade growth + higher energy & food 

import prices

= state failure ahead!

MHB-Skema-CIFE 2026
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A “WEAK STATE » IS UNABLE OR UNWILLING TO PROVIDE 
“COMMON GOODS” TO MAINTAIN SOCIAL COHESION 

THROUGH THE DEVELOPMENT PROCESS

INSTITUTIONAL WEAKNESSES GENERATE A CRISIS OF SOCIAL MEDIATIONS,
HENCE POLITICAL TURMOIL

1. What is a « weak » State?

MHB-Skema-CIFE 2026

▶What about common goods? 

▪Health (life expectancy) & social welfare
▪Education
▪Gender balance
▪Food security
▪ Income equality 
▪Security & good governance
▪ Institutions (social relations & channels of intermediation!)

▪Facilities & Public infrastructure
▪Nature (Clean water and air )

MHB-Skema-CIFE 2026

Common goods are the backbone of a stable, efficient, cohesive, and sustainable society
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THE UNFOLDING OF STATE FAILURE

• Weak institutions

• Corruption & Opacity

• Loose regulations

• Control & Repression

Political Power 
Concentration

• Deficient infrastructures

• Wealth gap

• Low investment

• Food insecurity

• Capital flight & Brain drain

Economic 
Power 

Concentration 

Weak
 States

Coup d’état, civil war
& repressive 

regime

Armed 
conflict and 

regional turmoil Failed 
States

Rogue
States

Pandemic crisis
Food crisis

Migration Flows
Debt crisis

MHB-Skema-CIFE 2026

State failure materialization 
for both domestic and external residents:

▶Emergence of authoritarian, dictatorial or military rule, ongoing civil 
violence, corruption, rising wealth gap and poverty, illiteracy, crumbling 

infrastructures, food insecurity, judicial incompetence, and military 
interference in politics

➢CONSEQUENCES:
Widespread violation of human rights, contract repudiation, capital 
controls, currency inconvertibility, bribery, blocked funds, political 

upheaval, expropriation, insurgency, coup d’état, martial law, revolution, 
civil strife damage, terrorism, war damage, kidnapping, brain drain & 

capital flight

MHB-Skema-CIFE 2026
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TRILEMMA OF GROWTH AND DEVELOPMENT? 

Dynamic growth Bad Governance
+ Corruption

+ Repressive regimes
+ Violence

Sustainable Development & 
cohesive society

Socio-political
Inclusiveness

+ Good Governance

MHB-Skema-CIFE 2026

2. WHAT IS 
« GOOD GOVERNANCE »?

XIV°century Sienna: 
Good Government Allegory = 

Balance between 
Wisdom, Justice, Strength, and Peace

MHB-Skema-CIFE 2026
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MHB-Skema-CIFE 2026

Governance consists of the quality of institutions 
by which authority is exercised =

• Accountability
• Political Stability & Social Peace
• Government Effectiveness

• Transparency and Regulatory Quality
• Rule of Law

• Control of Corruption

Good governance means strong, transparent, and accountable institutions 
that deliver public goods and support sustainable development =

Transforming economic growth into inclusive development!

MEASURING 
GOVERNANCE 

& 

CORRUPTION
(WORLD BANK)

MHB-Skema-CIFE 2026
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GOVERNANCE & 
TRANSPARENCY 

MATTER IN
 FDI STRATEGY!

MHB-Skema-CIFE 2026

GDP

TI WORLD MAP 
OF CORRUPTION

MHB-Skema-CIFE 2026

BRICS
China = 76

South Africa= 81 
India = 91

Brazil = 107
Indonesia= 109

Egypt= 130
Iran= 153

Russia = 157
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THE DEVELOPMENT 
SUSTAINABILITY

TRIANGLE

MHB-Skema-CIFE 2026

Institutional strengthening

Dynamic Growth

LARGE CORRUPTION IS STRONGLY RLATED TO LOW DEVELOPMENT SCORE
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CORRUPTION
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CPI Years
CAR 154 53

Chad 164 53
Sierra Leone 115 55
Rep. Congo 162 55

Somalia 178 57
Guinea-Bissau 162 58
South Sudan 180 58

Cameroon 149 59
Mozambique 147 61

Zimbabwe 157 61
Gambia 96 62
Burundi 169 62
Malawi 110 64
Zambia 117 64

Papua N. G. 124 64
Comoros 164 64

Haiti 164 64
Mauritania 134 65

Sudan 164 65
Afghanistan 174 65

Ethiopia 87 67
Kenya 128 67

Djibouti 128 67
Lao 128 68

São Tomé 64 70
Ghana 73 70

All these countries are 
VERY corrupt

IS IFIS’ LENDING A RELIABLE SIGNAL OF 
COUNTRIES’ GOOD GOVERNANCE?  

MHB-Skema-CIFE 2026
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MHB-Skema-CIFE 2026

3. MEASURING STATE FRAGILITY 

MHB-Skema-CIFE 2026
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THE SIX KEY INGREDIENTS OF STATE FRAGILITY

MHB-Skema-CIFE 2026

1. Weakness of institutions
2. Bad governance & corruption

3. Income & wealth gaps
4. Trade and debt dependence 

(commodity-driven growth)

5. Limited socio-economic freedom
6. Decline in democratization

THE FUND FOR PEACE : FRAGILE STATES INDEX’S METHODOLOGY

MHB-Skema-CIFE 2026

The Fragile States Index = critical tool in highlighting the pressures that can 
outweigh a states’ capacity to manage those pressures. 

Annual ranking for 178 countries
12 political, economic and social indicators
 >100 sub-indicators, coupled with qualitative 
analysis and expert validation:

Economic decline, uneven development, brain 
drain, state legitimacy, public services, corruption, 
human rights, demographic pressures, refugees, 
external intervention, rule of law…
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FRAGILE STATES 
ARE RICH 

COUNTRIES WITH 
POOR PEOPLE

MHB-Skema-CIFE 2026

GLOBAL PEACE AND SECURITY INDEX (INSTITUTE FOR ECONOMICS AND PEACE) 

MHB-Skema-CIFE 2026

http://www.visionofhumanity.org/sites/default/files/Global%20Peace%20Index%20Report%202016_0.pdf
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GEORGE MASON 
UNIVERSITY 
SCHOOL OF 

PUBLIC POLICY
CENTER FOR 

SYSTEMIC PEACE

STATE 
FRAGILITY 

INDEX
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The State Fragility Matrix scores 167 countries since 2007
2 Criteria: Effectiveness and Legitimacy 

4 performance dimensions: Security, Political (Regime/Governance 
Stability), Economic (GDP, GINI…), and Social (Human capital…)

BROOKINGS INSTITUTE: INDEX OF STATE WEAKNESS IN THE DEVELOPING WORLD

MHB-Skema-CIFE 2025-26

4 “baskets” of key indicators: economic, political, security, social welfare
20 sub-indicators: 141 countries
• Economic: GNI per capita, GDP growth, Income Inequality, Inflation, Regulatory Quality 
• Political: Government Effectiveness, Rule of Law, Accountability, Corruption
• Security: Conflict Intensity, Political Stability and Violence, Incidence of Coups, Gross Human Rights Abuses
• Social welfare: Child Mortality, Primary School Completion, Undernourishment, Water Source & Sanitation 

Facilities, Life Expectancy
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DEFI-CIFE
« GLOBAL 

GOVERNANCE
BAROMETER » 

2025-26

130 COUNTRIES

MHB-Skema-
CIFE 2026

OIL-BASED GROWTH LEADS TO POWER AND WEALTH CONCENTRATION, AND CORRUPTION

MHB-Skema-CIFE 2026
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y = 1,1157x - 0,0467
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STATE FRAGILITY IS LINKED TO BAD GOVERNANCE AND CORRUPTION

MHB-Skema-CIFE 2026

High corruption

High Fragility

30 CANDIDATES FOR FAILED STATES CATEGORY?

Developing countries

• Lebanon
• Tajikistan
• Eritrea

• Mozambique
✓Zimbabwe
✓Cambodia
• Madagascar

• Haiti
• Afghanistan
• Guinea Bissau
• North Korea
• Yemen
• Syria
• Somalia
• Burundi
• CAR

• Sierra Leone

Developing countries

✓Algeria
✓Iraq
✓Iran
✓Gabon

✓Cameroun
✓Venezuela
✓Libya

✓Uzbekistan
✓DR Congo

✓Turkmenistan
✓Angola
✓Chad

✓Rep. Congo
✓ South Sudan

✓Equatorial Guinea

MHB-Skema-CIFE 2026
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MHB-Skema-CIFE 2026

IN AFRICA, LARGE NUMBER OF 
RICH COUNTRIES 

WITH POOR PEOPLE!

COMMODITY-DRIVEN GROWTH 
ENCOURAGES STATE CAPTURE 

AND CORRUPTION

MHB-Skema-CIFE 2026
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RELATIONSHIPS HYDROCARBON DEPENDENCY & GOVERNANCE BAROMETER

MHB-Skema-CIFE 2026

AFRICAN COUNTRIES 

DEVELOPMENT = ECONOMIC GROWTH + KEY CONDITIONS THAT MAKE IT SUSTAINABLE!

CHILE COSTA RICA TURKMENISTAN GABON

GDP/per capita $28,000 $24,000 $18,000 $19,000

Life Expectancy 81,2 81 70 68

HDI Rank 45 62 95 108

ARMENIA SRI LANKA NIGERIA ANGOLA

GDP per capita $20,000 $13,000 $5,600 $6,600

Life expectancy 76 78 54 64

HDI Rank 69 89 141 148

MHB-Skema-CIFE 2026
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MHB-Skema-CIFE 2026

How managing the stress of modernization?

1. How resilient is the political system? 
2. Is there a tradition of peaceful transitions of power? 

3. How robust are the social shock absorbers that 
provide buffers between individual citizens and 

governments? 

4. Where does the risk of institutional weakness come from?

POLITICAL DIS/ORDER IN RAPIDLY CHANGING SOCIETIES

Process of political 

institutionalization

Process of socio-economic 

change

EMCs

Deficit of strong institution-building capacity
Economic liberalization without social reforms and 

institutional strengthening

OECD (?)

MHB-Skema-CIFE 2026
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A DEFICIT  IN INSTITUTION - BUILDING ALWAYS  LEADS TO SOCIAL UPHEAVAL

MHB-Skema-CIFE 2026

ECONOMIC GROWTH + POLITICAL MODERNIZATION IN CHINA?

▶« Political reform is a necessary companion to economic 
modernization: without the safeguard of reforms, the fruits of 
economic reform would be lost » 

(August 2010 Shenzhen PM Wen Jiabao)

MHB-Skema-CIFE 2026
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5. TOWARD 
EARLY WARNING SIGNALS 

OF STATE FAILURE?

MHB-Skema-CIFE 2026

WHY DOES CAPITAL FLIGHT DESERVE MORE ATTENTION?

MHB-Skema-CIFE 2026

• Macroeconomic consequences: increase in S/I gap

• Symptom of institutional weakness (banking system, savings 
mobilization)

• Push & Pull forces

• Recycling of external debt and development aid

• Reflection of bad governance and corruption

  New research and policy focus of IFIs (Lessard/Williamson, Dooley, Cuddington, 
Bouchet/Groslambert, Collier, Cerra, Boyce/Ndikumana, Bouchet/Seto, & Bouchet/Kharrat)
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WEAK STATES AND CAPITAL FLIGHT

MHB-Skema-CIFE 2026

• Sanitary and economic disaster in fragile states = 
political and social disorder = capital flight + brain drain

• Q5 2025 = net $100 billion has left 12 leading EMCs, including 
Brazil, Argentina, Turkey, Mexico, Peru, and South Africa

MUCH OF EXTERNAL FINANCING GETS RECYCLED
 INTO PRIVATE BANK DEPOSITS !

MHB-Skema-CIFE 2026
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BAD GOVERNANCE AND CORRUPTION = BRAIN AND CAPITAL FLIGHT

MHB-Skema-CIFE 2026

THE WORSE THE GOVERNANCE, THE LARGER THE HOUSEHOLDS’ OFFSHORE BANK DEPOSITS

MHB-Skema-CIFE 2026

Taiwan

Governance

K
 Flight
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Tunisia- Private nonbank deposits in international banks 
1977-2025 US$ million

TUNISIA: PRIVATE DEPOSITS IN INTERNATIONAL BANKS

MHB-Skema-CIFE 2026Source: BIS Locational Banking Statistics 03/26

KEY ROLE OF GOVERNANCE & INSTITUTIONAL VARIABLES

MHB-Skema-CIFE 2026

✓a 1% increase in Governance (quality of government ) will reduce by 
1.45% the flow of expatriated savings to GDP, on 99% level of confidence

✓a 1 % increase in Civil Liberty is associated with 0.9% decrease in capital 
flight

✓A 1% increase in External debt (capital inflows) leads to a 2,1% rise in 
capital flight (revolving door & recycling syndrome)

✓A 1% increase in conditional development aid leads to a 0,2% reduction 
in capital flight

Bouchet & Groslambert, Skema Research paper
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MAJOR SOURCES OF COUNTRY RISK INTELLIGENCE

MHB-Skema-CIFE 2026

DATA SOURCES

Bilateral

Paris Club

Central Banks

Government agencies

CIA

Multilateral/IFIs

IMF

World Bank

BIS

OECD

UNCTAD & UNDP

International banks

Investment banks

IIF

Export credit agencies

COFACE

SINOSUR

Hermes

Ducroire

ECGD

Research centers & 

agencies

Thinktanks

IIE, Brookings

EIU, TAC

NGOs

Global Finance-Skema

Rating agencies:

Moody’s, S&Ps, Fitch, 
Dagong, Incra

Public sources Private sources
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