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Abstract  

The damages of potentates’ fraudulent behaviours far exceeds the value of the stolen 

assets. Their practices jeopardize good governance and the rule of law, contributing to 

the degradation of public institutions and to the weakening (if not the destruction) of the 

investment climate. They violate the fundamental rights of their populations and 

undermine the stability of their State of origin. But the consequences of their fraudulent 

behaviours go beyond the borders of the country of origin. The stolen assets are often 

hidden in the financial centers of developed countries, such Switzerland or other 

European countries. Therefore, when the despot is ousted, they should undertake to 

identify and return such hidden assets. This process, however, can generate important 

costs as well as call into question a country’s reputation and credibility – even if it has 

acted diligently. The fraudulent behaviours of potentates cause damages that are not 

only of a financial nature: they contribute to the increase of poverty, civil wars, and 

social conflicts; they forces developed countries not only to bridge the financial gap left 

by the embezzlement, but also deal with the collateral damage like the increase of 

migration flows.  
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1. Introduction 

The use of the term “hidden costs” in a non-economical paper could seem somewhat 

incongruous. In fact, in its first connotation, this term is used in the economic field, in 

particular that of corporate management. According to Savall and Zardet (2008) “a cost 

is said to be hidden when it does not explicitly appear on the company information 

system, such as the budget, financial accounting, and cost accounting, or in the usual 

ledgers and logbooks”. Conbere and Heorhiadi (2011: 6-10) have demonstrated that 

hidden costs are rooted in organizational dysfunctions and often result from human 

behaviour. It includes “absenteeism, industrial injuries and occupational diseases, staff 

turnover, non-quality, and direct productivity gaps” (Savall et al., 2008:149).  

The “hidden costs” to which we refer to in this paper are also the result of human 

behaviour. They are often rooted in organizational dysfunctions in a State, but could 

also be the causes of such dysfunctions. The “hidden costs” approach aims to highlight 

the magnitude of the consequences of the fraudulent behaviours of people occupying 

high public functions (also called potentate). Same as in the economic field, these costs 

do not appear in any official registers, but they can reduce the productivity of a State.  

In recent years, the issue of potentates, particularly that of their illicit assets repeatedly 

retained the attention of the Swiss and international media scene. Countries with a 

major financial centres, and Switzerland in particular, have been regularly criticized 

following the discovery on their soil of assets belonging to people called as 

“potentates”. Switzerland has made many efforts in the fight against illicit assets: it has 

enacted an anti-money laundering legislation, which is regularly updated. However, 

recent events such as the Arab Spring or the Swiss Leaks case tend to reopen the 
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Pandora's Box and to call into question the integrity of the Swiss financial centre. 

History repeats itself tirelessly: heads of State who fell into international disgrace 

resorted to Switzerland to keep their funds (which origin is closely linked to the 

embezzlement of public funds and to corruption) safe and hidden.  

As aptly noted by the Federal Department of Foreign affairs (FDFA-DIL, 2011), in 

addition to the problems of governance and development they pose, these assets are 

harmful to the image and reputation of the Swiss financial centre, and Switzerland in 

general. Therefore, “Switzerland has a fundamental interest in ensuring that no illicit 

assets of politically exposed persons (PEPs) – so-called potentate funds – enter its 

financial centre” (FDFA, 2011).  

An efficient fight against any crime requires two to three mainly steps: prevention, 

detection and repression (Bertossa, 2003). The Swiss authorities claim to have an 

efficient strategy in the fight against potentates’ illicit assets. “In a bid to prevent illicit 

assets – especially potentate funds – from entering the Swiss financial centre, 

Switzerland has devised a system based largely on the two pillars of prevention and 

repression” (FDFA-DIL, 2015a). 

According to the Federal Department of Foreign Affairs (FDFA), Switzerland has a 

“globally recognized and effective device to fight against transnational crime” 

(Sansonetti, 2014). Switzerland, moreover, has returned more than a third of the total 

illicit assets refunded (around 1.8 billion francs) to the countries of origin (Conseil 

fédéral, 2014) — more than any country in the world over the last 20 years (DFAE, 
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2008). According to the Ambassador Adam (2013), “Switzerland has become a world 

leader in the field of illegal assets held by former heads of State and other PEP”.  

However, it should be pointed out that Switzerland’s strategy, as well as that of other 

countries, is fundamentally based on “the post-fall of the potentate” phase. The Swiss 

strategy regarding this issue is called “Switzerland’s strategy on freezing, confiscating 

and returning potentate funds”. The current tactic is oriented “Asset Recovery” which 

has been also erected under the basic principles of the UN Convention against 

Corruption of 2004
1
 (art. 51 ff).  

This approach is of course laudable and necessary. “The recovery of assets derived from 

corruption is vital issue for countries in the developing world where major cases of 

corruption have led to very important deposits of national assets in banking centres and 

tax havens, while these countries severely need these resources” (Bah, 2010: 16). 

Returning illicitly acquired funds is a fundamental stage of the fight against potentates’ 

crimes. It ensures that crime does not pay. However, given the long duration of the 

power of some potentates
2
, it is undeniable that these benefitted for a long time from the 

                                           

 

1 United Nations Convention against Corruption, New York, 2004. Available at: 

https://www.unodc.org/documents/brussels/UN_Convention_Against_Corruption.pdf (consulted 25.10.2013). 

2 Marcos (Philippines) for example has led The Philippines from 1965 to 1986 (20 years), Moussa Traoré has been 

Mali’s president for 23 years. Confer CCFD-Terre solidaire, La fortune des dictateurs et les complaisances 

occidentales, Direction des études et du plaidoyer, mars 2007.  

https://www.unodc.org/documents/brussels/UN_Convention_Against_Corruption.pdf
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fruits of their crimes. Fines (2012: 9) has seen particular that inaction or delayed action 

in the field of the fight against economic crimes can lead to disastrous consequences.  

Our initial assumption is that, given the recurrence of the problem of illicit assets of 

politically exposed persons, the preventive phase could be the weak link in the Swiss 

strategy. Currently this step is mainly based on the general struggle against corruption 

and on the obligations for financial intermediaries set forth by anti-money laundering 

legislation (FDFA-DIL, 2015a). 

Regarding the fight against corruption, which remains in our opinion an absolute 

necessity, the actions of Switzerland as well as those of the international community 

have, so far, had limited influence on the will of the leaders of banana republics. 

Privilege systems and barriers that unfold in the corridors of power allow corrupt 

leaders to continue their illegal activities without much fear the intervention of anyone 

(Fines, 2013: 91). The fight against corruption appears to be a “never ending story”, as 

emphasized by the title of a technical book (Cassani and Héritier Lachat, 2011). 

Kleptocracy still seems to have a long life ahead of it. 

The anti-money laundering system still leaves enough leeway to unscrupulous financial 

intermediaries, reluctant to part ways with their golden customers. Vigilance and 

reporting obligations (FDFA-DIL, 2013) for which they are responsible, have largely 

been damaged in various cases concerning illegal assets including that of Abacha’s 

                                                                                                                            

 

Available at : http://ccfd-terresolidaire.org/IMG/pdf/5_BMA_chap1-1.pdf.. One can also cite the case of Gaddafi in 

Libya, whose influence lasted for nearly 42 years.  

http://ccfd-terresolidaire.org/IMG/pdf/5_BMA_chap1-1.pdf
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funds (CFB, 2000) and the recent scandals revealed by the Swiss Leaks cases. Recent 

news on HSBC suggest that several financial intermediaries continue to surf in the grey 

area and sometimes violate the law. The money trail left by the crime can be easily lost 

through “tax havens, front companies, company networks accomplices, the all-round 

financial intermediaries relay between offshore financial centres, as many manoeuvres 

cover their tracks and complicate the task of finding who does what, or to determine 

precisely where the money comes from and what (legal or illegal) [...]” (Fines, 2013: 

121). The fight against money laundering comes down to the diligence of financial 

intermediaries who are often overwhelmed by the scale of financial flows they are 

requested to control. Furthermore the corrupt PEP uses increasingly complex legal 

structures in order to prevent the identification of illegal origin of their assets. The 

financial intermediary is not a judicial or an administrative authority to get access to the 

usual legal assistance. He used specialized databases whose reliability and efficiency is 

increasingly questioned. Therefore, it is no longer tolerable to entirely delegate to the 

financial intermediaries, the responsibility to prevent the arrival of assets belonging to 

dictators on Swiss financial centre. 

The author is convinced that a more proactive approach could be carried out even before 

the fall of the potentate and could reduce the consequences of the potentates’ fraudulent 

behaviours in the State of origin. This is the main objective of the PHD thesis she is 

writing on “The effectiveness of the fight against the illicit assets of potentates in 

Switzerland: Plea for more effective prevention.”  
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2. Methods and materials 

Overall, this thesis aims to provide a critical picture of the system used in the fight 

against potentates’ illicit assets in order to make concrete proposals for improvement in 

terms of prevention. Our approach will consist, at the first glance, on the census of all 

national and international legal texts linked to the issue of potentates’ assets and the 

interpretation made by the courts. This will lead us to make an inventory of all cases of 

illicit assets of potentates that Swiss authorities have known since the first case in 1986. 

The objective is to understand how these cases were dealt with by the different 

authorities (administrative and judicial). Comparisons will be made between the Swiss 

approaches and the approaches of other countries that have experienced similar cases.  

The interest to study these cases in-depth is to trace the history of the Swiss fight 

against potentates’ assets. Moreover, highlighting judicial and administrative decisions 

under the legislation in force is worthwhile in more ways than one. This will help to 

shed light on the achievements in particular in terms of experience and bests practices, 

but also on the missteps and errors made. This would demonstrate the limits of the 

current legislation and encourage to explore news solutions.  

Based on these case studies, we will be able to determine the various criteria that have 

been retained for the qualification of the illegality of the relevant assets. These criteria 

could be helpful in the determining of the characterization of a potentate. The next step 

consist in analysing the possibility of applying these criteria to the assets of potentates 

who are still in power, taking of course into account the national and international 

legislation in force. 
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Beyond documentary research, our work also includes an empirical part. This will be 

conducted through interviews with members of administrative and judicial authorities 

but also with financial intermediaries experienced in risk management in connection 

with the assets of potentates. 

This paper is part of this thesis and it aims to demonstrate the harmfulness of unlawful 

conduct of potentates. It is mainly based on the literature review. 

Before going any further, it is necessary to clarify what the author means by potentate. 

3. Potentate: an ambiguous concept  

Although regularly used in recent years, especially following the discovery of assets 

belonging to deposed dictators or corrupt leaders (Cassani, 2011) in developed 

countries, the term “potentate” has not been yet clearly defined. It is usually associated 

with that of dictator or Person Politically Exposed (PEP).  

According to the Larousse dictionary
3
, the term “potentate” means the absolute 

sovereign of a great State or a person with considerable power because of his wealth 

and who wears despotically. Concerning the first definition, is a State considered great 

because of its size or because of its importance in the Council of Nations? In the last 

years, the term has been used these years independently of the size or importance of the 

                                           

 

3 http://www.larousse.fr/dictionnaires/francais/potentat/62993  

http://www.larousse.fr/dictionnaires/francais/potentat/62993
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country of origin of the person concerned
4
. Regarding to the second definition, the 

power of the potentate results of its wealth. In the current context, it is quite the 

opposite. The potentate uses a power granted to him to enrich himself and his closes. 

Therefore the Larousse’ definitions are not fully accurate. For the Oxford Dictionary, a 

potentate is a “monarch or ruler, especially an autocratic one”
5
. In fact, the term 

potentate has been used as a substitute to that of dictator or foreign corrupted PEP. 

According to Cassani (2009: 252), the concepts of “potentate” or “dictator” are very 

imprecise, unlike that of “PEP”, which has the advantage of benefiting from a definition 

under Swiss law. The foreign PEPs defined by the glossary of the FAFT (2012: 119) are 

“individuals who are or have been entrusted with prominent public functions by a 

foreign country, for example heads of State or of government, senior politicians, senior 

government, judicial or military officials, senior executives of State owned 

corporations, important political party officials.” According to the Swiss regulation, the 

notion of PEP designates people in important public positions abroad (art. 2 lit. a ch. 1 

                                           

 

4 The term of potentates’ fund has been used in different cases:  

2002 Montesinos / Pérou 1 285 000 km² 

2003 Marcos / Philippines 300 000 km² 

2005 Abacha / Nigéria 923 768 km² 

2007 Kazakhstan 2 717 000 km²  

2008 Salinas / Mexique 1 973 000 km²  

2012 Angola 1 247 000 km² S  

2014 Duvalier / Haïti 27 750 km² 

5 http://www.oxforddictionaries.com/fr/definition/anglais/potentate  

http://www.oxforddictionaries.com/fr/definition/anglais/potentate
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OBA-FINMA
6
)
7
, as well as companies and individuals, so recognizable, they are close 

to (art. 2 lit. a ch. 2 OBA-FINMA). The main purpose of this definition is to require 

financial intermediaries to give such persons or entities special attention, given the great 

risk they represent in terms of money laundering and the financing of terrorism. The 

notion of PEP can be not necessarily transferred as such in the field confiscation 

(Cassani, 2009: 253) of illicit assets. Furthermore the purpose of the PEP notion is to 

prevent the occurrence of a risk, but when it comes to potentates the risk has already 

been achieved. The definition of PEP gives us clues regarding the nature of the function 

that a potentate can occupy. However, it clearly goes beyond that of potentate. In fact, 

“if every "potentate" is a PEP, every PEP is not a potentate” (Stadler, 2015). 

The FDFA (FDFA-DIL, 2015b) stresses that the term “potentate assets” applies to cases 

where foreign PEPs and their relatives unlawfully enrich themselves by acquiring assets 

through corruption or other crimes and diverting these assets to financial centres outside 

their home State. The Federal Council has recently clarified what it means by potentate 

in the context of “Asset Recovery”. According to it, the term “potentate” refers to a 

leader who exercises absolute power or, in any case, excessive. It stressed that this term 

                                           

 

6
 Ordonnance de l’Autorité fédérale de surveillance des marchés financiers sur la prevention du 

blanchiment d’argent et du financement du terrorisme, du 8 décembre 2010 (Etat le 1
er

 janvier 2011). RS 

955.033.0. 

7 They include heads of state or government, senior politicians at the national level, senior officials of the 

administration of justice, military and party at the national level, the highest organs of governmental companies of 

national importance. 
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has sometimes negative connotations associated with the idea of plundering of State 

resources by the executive concerned. In the context of “Asset Recovery” are said to be 

“potentates” foreign leaders who abuse their power in order to appropriate assets 

through acts of corruption or other crimes and divert then to foreign financial markets 

(Conseil féderal, 2014). 

In our opinion, the qualification of “potentate” should not be determined by the fact that 

the assets are diverted or not to foreign financial centres. In the context of our study, we 

retain that a potentate is a natural person that can be a kleptocratic dictator or 

mischievous public officer who abuses his position to enrich himself and his family 

illegally at the expense of the State and the population. 

Even if the definition of potentate of the Swiss authorities is only partially exact, it 

underlines that the illegal activities of these people are the appropriation of assets “by 

acts of corruption and other crimes” (Conseil féderal, 2014). 

4. Corruption, “the potentate’s crime” 

Corruption is said to be the second oldest profession in the world (Perrin, 2008; Queloz 

et al, 2000). It exists since there are people with powers that allow them to make 

decisions whose effects are uneven on the members of a society: they benefit to some 

and disadvantage others, while remaining neutral to others (Stückelberger, 2000: 13). In 

its narrow sense, corruption is determined essentially by the “abuse of a position of trust 

to gain an unfair advantage” (Perrin, 2008: 13). Cassani (2011: 33) emphasizes that 

corruption is an offense for which an undue advantage is provided to a public or private-

agent in exchange for an action or omission in the exercise of his duties. For the 



 

 

 -13- 

 

European Parliament (EC, 1996), corruption is “the behaviour of persons with public or 

private responsibilities who fail to fulfil their duties because a financial or other 

advantage has been granted or directly or indirectly offered to them in return for actions 

or omissions in the course of their duties”. According to Transparency International 

corruption is “generally speaking as an abuse of entrusted power for private gain”
8
. This 

is especially the behaviour of a person who provides a public or private office that 

contravenes its obligations, because it is given an advantage (Cassani, 1997). It is 

mainly a triangular process by which the corrupter and the corrupted play leading roles 

at the expense of others (Borghi, Meyer, 1995; Queloz et al, 2000). This third party may 

for example be an ousted competitor or, more generally, the public interest. According 

to Robert (1998), corruption is a form of extortion suffered by the citizen-taxpayer who 

is forced to pay higher taxes to finance the additional costs of public contracts and 

political activity. Thus contrary to the idea that is widespread in countries where 

corruption is almost systematic, stealing from the State is not a victimless crime 

(Blundo, Sardan, 2001: 8-9). The corrupted agent is the depositary of a trust he broke by 

accepting the undue advantage. He violates the trust placed by the public authority to 

which it belongs to (Perrin, 2008: 17). In the Swiss Criminal Code (SCC), public 

corruption is sanctioned under art. 322 ter ff SCC. These provisions penalize both the 

corrupted public agent and the corrupter. 

                                           

 

8 https://www.transparency.org/whoweare/organisation/faqs_on_corruption/9/#defineCorruption  

https://www.transparency.org/whoweare/organisation/faqs_on_corruption/9/#defineCorruption
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 Corruption is the ultimate offense of potentates. Cassani (2011: 33) designates it as 

“potentates’ crime”, but points out that when people speaks of a “corrupt regime” or 

“potentate’s crime” they refer to all forms of abuse of a position of power for private-

enrichment: embezzlement, mismanagement or theft of the State’s assets or national 

companies, fraud to the detriment of the State or development assistance agencies, 

extortion to the detriment of citizens, etc. In political circles the term “corruption” is 

used as a generic term that encompasses all forms of abuse of power by a public official 

or a private agent (Lascoumes, 1998: 35). It goes without saying that this is corruption 

in the broadest sense. It appears from the various scandals related to potentates, that 

they practise corruption in its narrow sense but also in its broad sense. 

The Marcos’ case (Philippines) is a good example of embezzlement of public funds. 

Marcos stole billions of dollars from the Philippine’s Treasury (Dulin, Merckaert, 2009: 

28). Transparency International estimates at $ 5 to 10 billion the funds embezzled by 

Marcos and his clan (Transparency International: 2004). Moussa Traoré former 

president of Mali was suspected of embezzling $ 2 billion which mainly came from the 

gold mining in Mali (Madelin, 1993). The amount of funds embezzled by the Abacha 

clan is estimated between $ 3 and 5 billion by Transparency International (2004), at $ 

5.5 billion by the United Nations Office against Drugs and Crime (UNODC, 2004). The 

Nigerian government, however, claims to have lost $ 100 billion during 1985-1998 

under the dictatorship of Abacha and previous military juntas (CCFD, 2007: 15). In the 

case of Angolan funds, funds for reimbursement of State’s debts had been shared 

between the Angolan senior officials and businessmen (Déclaration de Berne, 2008).  



 

 

 -15- 

 

Embezzlement acts are punishable under Swiss Criminal Code (SCC) as 

misappropriation or criminal mismanagement. According to art. 138 SCC, 

misappropriation concerns the act of “any person, who for his own or another’s 

unlawful gain appropriates moveable property belonging to another but entrusted to 

him”. It also concern the act of a person who makes unlawful use of financial assets 

entrusted to him for his own or another's benefit. Criminal mismanagement (art. 158 

SCC) concerns the behaviour of “any person who by law, an official order, a legal 

transaction or authorization granted to him, has been entrusted with the management of 

the property of another or the supervision of such management, and in the course of and 

in breach of his duties causes or permits that other person to sustain financial loss shall 

be liable to a custodial sentence not exceeding three years or to a monetary penalty”.  

One last thing should be pointed out: the potentates commit crimes to enrich themselves 

(the initial crimes), but since this enrichment is illegal, they commit further crimes in 

order to be able to use their illicit assets (the secondary crimes). Both of these crimes 

have exposed and hidden costs. 

5. The costs of the potentates’ initial crimes 

As mentioned above, the main crime of potentates consists in the commission of acts of 

corruption. This plague has certainly a financial costs but its impacts exceed the value 

of the stolen assets. 

5.1. Estimated financial loss  

When a case of corruption is discovered, it is not easy to calculate the financial loss and 

to determine the real victim of the crime. “In some jurisdictions, only the government 

may be considered as a victim. In others, competitors of a contractor, private citizens, or 
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civil society organizations may or may not be considered as victims” (OECD, World 

Bank, 2012: 13). Concerning potentates’ cases, most of jurisdictions, in the “Assets 

Recovery” context, considered the State of origin to be the principal victim. Otherwise, 

it would have been very difficult to identify others victims and then to return the funds 

to them.  

OECD and World Bank (2012: 29) presented some of the methods used in the 

identification and quantification of the proceeds of bribes in order to confiscate them. In 

potentates’ cases, within Swiss law, under certain conditions, there is a reverse burden 

of proof: it befalls to the alleged potentate to demonstrate the lawful origin of his funds 

(art. 6 LRAI
9
). Therefore all the identified funds of an alleged potentate will be 

considered as proceeds of bribes and corruption. “Given the nature of the activity, 

accurate measurement of the amount of illegal monies involved at either the global or 

country-level may not be feasible” (UNODC, World Bank, 2007, p. 8). Consequently, 

there exist different estimated costs of corrupt leaders’ behaviours.  

Transparency International (2001) underlined in its Nyanga Declaration “that an 

estimated US $ 20-40 billion has over the decades been illegally and corruptly 

appropriated from some of the world's poorest countries, most of them in Africa, by 

politicians, soldiers, businesspersons and other leaders, and kept abroad in form of cash, 

stocks and bonds, real estate and other assets”. However, the same organisation stressed 

                                           

 

9 Loi fédérale sur la restitution des valeurs patrimoniales d’origine illicites de personnes politiquement exposées 

(LRAI), du 1er octobre 2010. Available at https://www.admin.ch/opc/fr/classified-compilation/20100418/index.html . 

https://www.admin.ch/opc/fr/classified-compilation/20100418/index.html
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in 2006 “that well over US $ 140 billion has over the decades been illegally and 

corruptly appropriated from Africa, by politicians, soldiers, businesspersons and other 

leaders, and kept abroad in form of cash, stocks and bonds, real estate and other assets” 

(Transparency International, 2006). “During the debate of the Second Committee of the 

General Assembly, at its fifty-seventh session, the representative of Nigeria affirmed 

that corrupt practices and the transfer of illicit funds had contributed considerably to 

capital flight and that Africa ranked highest in that connection, with an estimated $ 400 

billion or more in funds having been looted and stashed away in foreign countries” (UN, 

2002).  

If the different amounts advanced seem colossal, it “may simply be the tip of the 

iceberg” (UNODC, World Bank, 2007: 9).  

5.2. Non-estimated loss: hidden costs of the initial crime  

According to Akçay (2006), “corruption is a symptom of deep institutional 

weaknesses”. This could explain the fact that corruption is widespread in developing 

and transition countries where there exist conditions that are ripe for it: low salaries, 

ever-changing rules, lack of regulations, lack of law enforcement, lack of ethics and 

moral in the exercise of political power, etc. (Gray, Kaufmann, 1998: 9). For the United 

Nations (2004a), corruption is “an insidious plague that has a wide range of corrosive 

effects on societies”. Corruption has been for while considered by some as a factor of 

increasing efficiency in an economy. For authors like Friedrich (1972), Huntington 

(1968) and Leff (1964) corruption greases the wheels of business and commerce and 

facilitates economic growth and investment. Bribery has been said to have positive 

effects, under certain circumstances, by giving firms and individuals a means of 
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avoiding burdensome regulations and ineffective legal system (Gray, Kaufmann, 1998: 

8). European governments even allowed companies to declare to Customs the amount of 

corruption as exceptional commercial expenses. 

This conception has fortunately evolved. A number of studies have highlighted the 

negative impacts of corruption on economy. Mauro (1995) introduced the idea that 

corruption lowers investment and thereby economic growth. This is why corruption is 

said to be “a double edged sword; it reduces both the volume and efficiency of 

investment and thus economic growth” (Sarkar, Hasan, 2001: 112). Tanzi and Davoodi 

(1997) have established a co-relation between corruption and economic growth by 

demonstrating that corruption increases public investment while reducing its 

productivity. In some case, potentate’s fraudulent behaviours have led to largely useless 

and expensive investments. Under the reign of Marcos in the Philippines, a nuclear 

centre was built in the Bataan Peninsula by the American company Westinghouse, 

which may have paid bribes to the Philippine government. The construction of the 

nuclear central cost $ 2.8 billion. But it has never been used since because it was 

installed on a seismic fault (Dulin, Merckaert, 2009).  

 “Bribes can influence the choice of private parties to supply public good and services 

and the exact terms of those supply contract” (Gray, Kaufmann, 1998: 7). The public 

agents will base their decisions on the amount of the bribes that will be proposed rather 

than on the defense of national interests. Therefore, a contractor will not be selected on 

the basis of objective criteria but rather in terms of its willingness to pay bribes. There 

will be no guarantee that the most efficient firm will be chosen; in fact; the efficient but 

scrupulous entrepreneurs will almost always be rejected (Sarkar, Hasan, 2001). 
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Corruption, therefore, hinders legitimate business and affects economic and financial 

stability by altering the proper functioning of market mechanisms to the advantage of 

dishonest operators. (Ignasio, 2009: 6).  

It must also be noted that the amount of the bribes increases the final costs of the 

service. This happened, for example, in the first scandal of corruption in Côte d’Ivoire 

(Dindé, 2012). In 1977, the construction of six sugar units to ensure an annual output of 

300,000 tons of sugar to the Côte d’Ivoire turned into a nightmare. The public officer in 

charge of Economy and Finance doubled the cost of each unit. More than 250 billion 

CFA francs have been swallowed up in the operation. Ultimately the production of 

these units has hardly exceeded 150,000 tons, far below expectations. To make things 

worse, the cost of sugar in Côte d’Ivoire rose to three times higher than the price on the 

international market, which represented an economic absurdity. The complex was 

partially dismantled in the 1980s, before being transferred to the private sector in 1997 

to less than 30 billion CFA francs. No legal action will be initiated and the 

misappropriated funds have not be refunded.  

Inefficiency and unfairness are the costs of corruption (Rose-Ackerman, l996). So 

independently of the stage of development of a country, corruption mines the efficiency 

of markets and suppliers. “It enhances inflation, depreciates national currency, 

misallocates talent to rent seeking activities, pushes firms underground, distorts markets 

and the allocation of resources, increases income inequality and poverty, reduces tax 

revenues, distorts the fundamental role of the government (on enforcement or contracts 

and protection of property rights), and undermines the legitimacy of government and of 

the market economy” (Akçay, 2006). It also represents a serious obstacle to the 
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mobilization and the efficient allocation of resources for sustainable economic 

development. 

Bribery undermines the foundation of the rule of law, denies the equality and 

transparency by promoting secrecy and privileged access of certain players to public 

resources. 

Bribes can be used to reduce the amount of taxes or other fees collected by government 

from private parties. This reduces the outcomes of a State. Another case of corruption in 

Côte d’Ivoire involved a carrousel fraud: through a system of false VAT returns, an 

Ivorian-Lebanese businessman had managed to receive almost 1 billion CFA francs 

from the Ivorian public treasury. During his trial in appeal as well as at first instance, 

He had questioned indirectly the Ivorian president Henri Konan Bedié. “The director of 

the Treasury Mr. Bouadou told me that money was being diverted to serve the political 

campaign of Mr. Bédié, I agreed to act as intermediary for these diversions, hoping to 

get future contracts with Côte d'Ivoire” (Dindé, 2012). 

Thus, corruption may threaten the objectives of sustainable development. For the United 

Nations (UNODC, 2004b), corruption undermines the institutions and values of 

democracy, ethical values and justice; it jeopardizes sustainable development and the 

rule of law and threatens to the stability and security of societies. It leads to violations 

of human rights, erodes the quality of life and allows organized crime, terrorism and 

other threats to human security to flourish. Some cases of corruption have threatened 

the health of local populations. In the Trafigura case, toxic and dangerous waste 

products belonging to Trafigura – one of the world’s leading oil trading companies– 

were shipped from Amsterdam to Abidjan (Côte d’Ivoire), where in August 2006 they 
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were improperly disposed of at several sites around the city without any further 

treatment. While the link between the exposure to the toxic products and the 

proliferation of health problems in the area, which left thousands either dead or injured, 

seems obvious, it has never been established by a court (EJOLT, 2015). Some Ivorian 

public-officers may have receive bribes to allow Trafigura to unload its waste (Naudé, 

2010). Some environmental specialists stressed that the consequences of the toxic waste 

will be felt for at least another 100 years. In 2007, Trafigura paid $ 160 million to the 

government of Côte d’Ivoire without admitting liability. This amount was allocated to 

the compensation of victims, but was also in part diverted by some people including an 

Ivorian Minister (Airault, 2012) and no one has been condemned.  

Cases such as this reinforce the idea that corruption contributes to social inequality and 

leads to conflicts. Many countries that have been led by potentates have dealt or have to 

deal with civil war, political instability, high level of poverty, etc.  

In addition, by stealing from national treasury, the potentates keep their State in 

perpetual need of international aid. By doing so, they are also scamming the 

International community which often has to bridge the financial gaps.  

6. The secondary crime’s consequences: revealed and hidden costs 

As most of crimes, corruption leads mainly to money laundering. According to art. 305 

bis SCC, is guilty of money laundering “any person who carries out an act that is aimed 

at frustrating the identification of the origin, the tracing or the forfeiture of assets which 

he knows or must believe originate from a felony”. The potentates’ acts that can fall 

under money laundering are generally illicit financial flows. These actions do not only 

violate the law but also “represent a major drain on the resources of developing 
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countries, reducing tax revenues and the scope for progressive taxation, hindering 

development and the rule of law, exacerbating poverty and inequality, and undermining 

the enjoyment of human rights”. According to some estimations, developing countries 

lost $ 991 billion in illicit financial outflows in 2012 and those flows increased in real 

terms at a rate of 9.4 per cent per annum over the period 2003–2012. The annual loss is 

substantially higher than the estimated yearly costs of achieving the Millennium 

Development Goals. Ignasio (2009, p. 5) emphasised that “the true value of the loss is 

symbolized by the lost opportunity or invest in development work or alleviation of 

poverty and human suffering in low income countries”. Therefore the real costs of 

potentate’s fraudulent behaviours far exceeds the value of assets stolen. In fact, “assets 

do not merely represent static, monetary amounts, inert numbers. Assets contain rather a 

potential for work. A potential that does not become realized until unleashed by wise 

investment. Thus assets represent the potential to create prosperity” (Ugolor, et al, 2006, 

p. 4).  

According to the OECD (2014, p. 15), “the most immediate impact of illicit financial 

flows (IFFs) is a reduction in domestic expenditure and investment, both public and 

private. This means fewer hospitals and schools, fewer police officers on the street, 

fewer roads and bridges. It also means fewer jobs”. Within the Star initiative, UNODC 

and World Bank (2007) have estimated that every $ 100 million stolen by corrupt 

leaders could fund 3.3 to 10 million insecticide-treated bednets; or first-line treatment 

for over 600,000 people for one year for HIV/AIDS; or 50–100 million ACT treatments 

for malaria; or full immunizations for 4 million children; or approximately 250,000 

water connections for households; or 240 kilometres of two-lane paved road. Thus, 
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every dollars that is stolen is denying a citizen access to safe drinking water, primary 

health care, basic education, good roads, adequate housing and security. It is not merely 

a theft, it is a denial of necessities of life. “But the absence of these necessities 

represents more than just a lack of basic needs, it is the withholding of economic and 

social rights” (Ugolor, et al, 2006, p. 6).  

Potentates’ behaviours are also harmful to the countries where the stolen assets are 

deposited. Indeed, as stated OECD, “a functioning financial sector depends on a general 

reputation of integrity, which money laundering undermines”. In this way, these 

behaviours can impair long-term economic growth, harming the welfare of entire 

economies” (OECD, 2014) 

Moreover, when a potentate falls, financial intermediaries as well as authorities must 

take measures to identified and freeze its assets. Depending on the structures established 

by the potentate to hide the illicit origin of their funds, this can be very expensive in 

terms of working hours. In addition, despite all the diligence that the stakeholders may 

apply, there will always be a suspicions of inefficiency. “One criticism frequently 

levelled at financial centres is that the assets which have been identified are only the tip 

of the iceberg, and that a substantial share are still secretly held by financial 

intermediaries” (FDFA-DIL, 2013, p. 4). 

Even though these funds are properly identified and blocked, the costs of proceedings 

will be deducted before they are returned to the State of origin. 
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7. Conclusion  

Hidden costs as well as revealed costs of potentates’ fraudulent behaviours are difficult 

to quantify, as the consequences of these acts go beyond the mere value of the stolen 

assets. It is generally assumed that these amounts are enormous in terms of 

development. More than a legal or moral obligation, the returning of stolen assets to 

countries of origin is of vital importance. States of origin of potentates are usually 

developing countries that have pressing needs for basic infrastructures such as schools, 

hospitals, tarred roads. Stealing a dollar in this context is denying fundamental rights to 

the local population and attempting their most rudimentary well-being. This is the full 

extent of the hidden costs of the behaviours of potentates. 

However, the seizure and returning only take place after the fall of the potentate. The 

reign of some potentate lasts for decades and the long impunity they enjoy, has 

repercussions in the very organization of the State. This generally allows the 

proliferation of corruption and its related offenses into the State system by infecting the 

political, judicial and legislative institutions, as well as the national economy. 

Such practices jeopardize good governance and the rule of law, contributing to the 

degradation of public institutions and to the weakening (if not the destruction) of the 

investment climate.  

Countries governed by despotic powers often struggle to rebuild even after the fall of 

the potentate because of the disorganization within the State institutions. The longer the 

reign of the potentate, the more disastrous the consequences of his downfall. 4 years 

later, some of the Arab Spring countries are still struggling to regain their stability. 
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Furthermore, the lack of political competition and the restriction of civil liberties can 

lead often to civil wars which can cause the increase of migrants and refugees flows and 

all the connected tragedies and the financial implications for host States. 

Potentates’ fraudulent behaviours therefore have consequences that even outside the 

borders of their State of origin. In addition, to enjoy their illegitimate assets, they are led 

to commit other of crimes including money laundering. The ultimate goal is to conceal 

the illicit origin of funds by resorting to complex legal structures or enlisting the help of 

close associates. Therefore, when the despot is ousted, these countries should undertake 

to identify and return such hidden assets. This process can generate important costs as 

well as call into question a country’s reputation and credibility – even if it has acted 

diligently.  

More than financial issues, the fraudulent behaviours of potentates contribute to the 

increase of poverty, civil wars, and social conflicts; it forces developed countries not 

only to bridge the financial gaps left by the embezzlement, but also deal with the 

collateral damage.  

The hidden costs of potentates’ behaviours are diverse and varied and generate 

disastrous consequences. It is difficult to assess or quantify the annihilation of hope, the 

endangering of the development of a country, and the damage to the credibility or 

reputation of a State. So, instead of hidden costs, would not it be more accurate to speak 

of priceless costs, indecipherable costs or to be fairer, abominable costs?  
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