Analysis – World Service 24.09.07 Stealing Money from Developing Countries

Time for analysis now when we look at one story in detail. Every year tens of billions of dollars are believed to be stolen from developing countries by their own leaders and stashed away in overseas bank accounts. The United Nations estimates that a quarter of the wealth of African States, or 148 billion dollars is lost every year to corruption. The World Bank and the IMF have just launched an initiative to help recover some of the money and return it where it came from. Daniel Gordon looks at how it’s going to work.

DG: Few people could argue with the world bank director, Robert Zoellich, on this. 

RZ: There should be no safe haven for those who steal from the Poor.

DG: There are, of course, plenty of safe havens for those stealing from the poor. But now the UN and the World Bank say they have a plan which will help poor countries retrieve money stolen from them. 

??: Helping what developing countries recover is rightfully theirs is not only a matter of justice but a fundamental development issue.

DG: A team called STAR, or the Stolen Asset Recovery Initiative, launched last week is aimed at retrieving money illegally expatriated by the likes of the former Nigerian leader, Sani Abacha , Zaire’s Mobutu and Ferdinand Marcos of the Philippines and we’re not talking millions but billions of dollars. The first step towards recovery would be a request by the country the funds disappeared from. As Dimitri Vlassis, chief of the United Nations Crime Conventions Section explains.

DV: We expect to be approached by a number of countries. And we will help them develop the cases, criminal cases that need to be started. We need to work with the partitioners on the ground, as to how to obtain, preserve and present evidence we need also to help them mount requests for assistance  that will stand scrutiny in what is likely to be sophisticated legal systems in countries where the assets are found. Hopefully, in not too long from now we could be speaking again about the first results.

DG: Jack Blum??, an American lawyer and expert on asset recovery says developing countries badly need action by the UN and the World Bank if they are ever to get their money back. 

JB: The only way we will begin to get control of this kind of looting is if there is deterrence. Which is to say that if someone is elected to office they’ll know that if they try to walk out with the national wealth they’ll wind up impounded by lawyers and investigators for the rest of their lives until that money is disgorged???

DG: But the STAR Initiative has no deterrent to wield. In the first place it depends on the countries that have been plundered coming forward to ask for help. But they’re not always willing to. As Jack Blum found out when he was investigating the money taken by Ferdinand Marcos.

JB: I came up with an information source who had details of where Marcos’ money went. I went to the Philippines, I met with the chair of the commission that was supposed to be doing the recovery, and what came of that was nothing except I believe some connection between Marcos’ family and the people on the commission. WE never got to a point of them actually even beginning to look at the material. And there was absolutely no explanation for them not going forward. That kind of problem is pretty common. 

DB: And then there’s the key problem: finding where the money went. John Christonson of Tax Justice Network, an org that had been advising the UN and World Bank on this scheme.

JC: A bank account is set up in one jurisdiction, let’s say Switzerland, the bank account normally belongs to a company set up in Luxembourg, and the Luxembourg company belongs to a trust registered in the Channel Islands, either Jersey or Guernsey. So you have to trace back through the ownership structures all the way and then eventually you find there’s no detail of the trust and no way of knowing who the beneficial owners are who the settler was. There is no way of breaking this wall of secrecy. So until such time as these walls of secrecy are broken down it will remain extremely difficult to actually chase the money out of the developing country to where it actually ends up. 

DG: And unravelling a knot of financial transactions of that kind depends on banks opening up their records to the investigators. But the banks’ loyalties often lie elsewhere. 

JC: Someone like Sani Abacha, the dictator of Nigeria, simply couldn’t have moved the volume of money that he did out of Nigeria without a huge infrastructure, I use the term pinfrastructure, a pinstripe infrastructure of bankers, accountants and lawyers, almost all based in Western countries, to facilitate the transfer of that money and then to manage that money offshore. And this raises the question: why do these banks continue to transact on behalf of these people? The answer is obvious: because it is very profitable to do so. 

DG: In the 9 years since he died, around 500 million dollars of Sani Abacha’s fortune has been repatriated to Nigeria, more has been frozen and earmarked for return. But the lawyer Jack Blum says the repatriation effort has ground to a halt.

JB: The problems that have come up are almost comical. For example the govt of Lichtenstein has frozen a bunch of money has said “Well we can’t return the money we froze to Nigeria because the money was laundered here but you haven’t proved that it was the proceeds of a crime. And if you say, well why not, I mean it as obviously stolen and their answer is that you haven’t convicted anybody of actually stealing the money. And you say well we can’t do that because the man who did it is dead. And under common law you can’t try or convict a dead person so this money is now in limbo in Lichtenstein, at least I last heard, being defended by a hoard of Lichtenstein lawyers and out of the reach of the govt of Nigeria. And it is this sort of preposterous nonsense that is a major barrier to recovery. 

DV: Of course if  we want to be realistic everything at the end of the day relies on political will.

DG: DV of the UN

DV: implementation of the legal instruments, let’s be honest with ourselves is almost a matter of political will. But so far we have not seen anything but good will on the part of everybody concerned, so I’m optimistic.

DG: But relying on the good will of the authorities won’t do says lawyer Jack Blum. He thinks the answer is for the World Bank to attach stringent conditions on any future loans to countries with any history of stolen funds. They must be made to account for the missing money or have their funding cut off. Conditionality and punitive measures for the foreign banks involved. That’s the solution.

JB: That conditionality would be extraordinarily powerful. Especially if it is coupled with an assignment of the right to sue. But can you imagine a major bank that helped someone loot a country and hide the money and then that bank is sued for having done that assistance. That would be the last time any bank would touch money like that. 

DV: WE at the United nations at the bank I guess we do not mete out punishment. 

DG: If punitive measures are to be used it won’t be by the united nations or the world bank.

DV: WE practice persuasion and I think it is in everybody’s interest and this is I think also the strength that we have we can point out to all countries that it is in their interest to cooperate. You see for many financial centres it is, I think, now it is accepted practice that it is not in their interest to financial sectors to harbour illicit proceeds.

DG: The United Nations and the WB will help individual countries but it is not, says Mr Vassis, to enforce any action. The UN will provide advice and technical assistance, but at the end of the day both banks and the countries involved have to decide for themselves whether to act responsibly. 

