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Spain is in a quiet economic crisis. The growth 

forecast has been lowered and inflation 

predictions increased for the rest of 2022 

compared to initial projects, legacies of both 

Covid-19 and the war in Ukraine. However, 

using these two as catch-all excuses glosses 

over the deep-rooted political, economic and 

social problems across Spain and does nothing 

to address the corruption that is not so much a 

legacy of the past, as a glimpse of the future.  

 

Corruption costs Spain a full 8% of its GDP, or €90bn EUR each year. Predominantly this is driven by 

kickbacks, bribery and embezzlement at local level between regional leaders and business chiefs to 

secure preferential contracts and treatment, with influence and promises being traded as much as the 

traditional ‘brown envelopes’. Each region thus operates as its own little fiefdom, with local lines of power 

and control being controlled by the specific nature of the illicit public-private partnership. Not only does this 

make business rather fractured – as operating in more than one province in Spain will require the Client 

to pick their way through multiple contradictory and potentially corrupt operating environments – but at 

increased risk of falling prey to embezzlement, fraud and the like. If financial corruption in all its forms is 

driven from the every-day, localised circumstances, rather than being the preserve of central government, 

then the threat is all the greater. We would reference for instance over the last twenty years – the Punica 

case (€250m EUR defrauded), the Gurtel case (known as ‘Spain’s Watergate’) and the Palau de la Musica 

corruption scandal (construction giant Ferrovial and Catalan political party CDC engaged in kickbacks-for-

contracts worth 4% of contract value paid for by taxpayers). On the one hand, these are isolated incidents. 

On the other, repeated demonstrations of a sickened system that permits such corrupt practices at local 

level out of either passive acceptance or knowing collusion (and there is a similarly grand tradition of 

corruption at national level). 

 

In 2021, Spain instituted a ‘boot camp’ aimed at rehabilitating corrupt officials at local and national level, 

in an approach that, no matter how well-meaning, is only aiming at resolving the problem after the fact 

rather than addressing it head-on.  

 



 
  

 

The scale of public-private graft and corruption has assuredly both contributed to the economic crisis in 

Spain (the high deficit and public debt levels both a result of the taxpayer paying evermore only to see that 

money defrauded), and is burnished by that same crisis, as political and business leaders look to feather 

their own nests at a time of crisis. The government makes all the right noises, in terms of establishing an 

Anti-Corruption Office, enforcing AML laws to a greater degree and ordering more transparency for 

registries and records, and it is acknowledged that the country’s nationwide transparency is better than it 

was five years ago. But equally, the government has been known to apply significant pressure to judges 

to award certain outcomes, pressurize the media to either report positively or not at all, and to hamper 

investigations both nationally and regionally for fear of what might be found. This is a business climate 

where the problem is local, but the refusal to fix it is national: the worst of both worlds.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

KCS Group Europe - Strategic Intelligence & Corporate Security 
 
A leading provider of security and intelligence services, we operate discreetly in some of the world’s most difficult environments on complex cases 
of fraud, theft, corruption, or market dynamics. We gather intelligence through the discreet use of human sources to level the playing field and 
help our clients identify and deal with any risks, weaknesses and threats which could impact on their business, financially or reputationally.  
 
Our key areas of expertise include: 

Corporate Intelligence Services - New market or sector entry research - Know your customer screening 
 
In addition, through our specialist team at KCS IS, we offer a unique service in the areas of Cyber Security and Cyber Risk. This covers penetration 
testing, vulnerability assessments, intelligence gathering and cyber security audits - providing unparalleled analysis, contingency planning, and 
implementation. 
 
To find out more or to arrange a meeting to discuss your business needs, please email the team at info@kcsgroupeurope.com or               
call (00 44) 2072451191 


