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CHAPTER 1 - AN INTRODUCTION 

FOREWORD 

Money laundering, the cleansing or disguising of money earned from an illegal 
business to appear to be a product of a lawful business, is not a new activity. Indeed, 
it exists as long as criminals have need to disguise the illicit origin of their funds; 
most economically-motivated criminals have always wanted to appear 
legitimate.What is new, at least in The Bahamas, the U.K. and the USA, is the 
criminalization of money laundering. The process of money laundering itself is now a 
crime separate from the crime that produced the money.[1] Prompted initially by 
concern at the scale of drug trafficking and the laundering of its proceeds, the last 
few years have seen an enormous increase in the international efforts to combat the 
problem.The Bahamas, having a well-developed offshore financial sector and 
heavily dependent on the offshore business, was not to be left out of these new 
international developments. In 1996, the government of The Bahamas passed the 
Money Laundering (Proceeds of Crime) Act 1996 which went into effect on 
December 16, 1996. 

As we can all appreciate, money laundering is not just a problem in the Caribbean, 
but all countries are potential targets for the money launderer. The challenge facing 
The Bahamas is to bring itself into the fight, along with the more developed financial 
centers, against money laundering. The crime of money laundering has been 
compared to a balloon.When it is squeezed in one section, it bulges in another.[2] 
The fight against the money launderer is a long-term task which will require 
continuing attention if progress is to be sustained. 

The greater knowledge we have gained about money laundering over the past few 
years has confirmed that it is a dynamic activity, conducted with increasing 
sophistication and deceptive reasoning.This knowledge has also confirmed that 
money laundering is not concerned with drug trafficking alone, but with any crime 
that generates significant proceeds, particularly when organized crime is 
involved.Money launderers have shown that they are responsive to counter-
measures and are always searching for new laundering routes.  This is why money 
laundering is not confined to the banking sector but can embrace the whole range of 
the financial sector and indeed spread into non-financial businesses of all sorts.  
Indeed, we should remind ourselves that money laundering not only poses a threat 
to financial institutions, it is also part of a process that endangers the economy, 
society and eventually the state itself. 

 
Upcoming 
article 

 

 
SPGI in the 
news 
Tosti on 
terrorism 
debate. 

 
 

http://www.spgi.org/articles/default.shtml
http://www.spgi.org/articles/default.shtml
http://www.spgi.org/articles/default.shtml
http://www.spgi.org/speeches/default.shtml
http://www.spgi.org/speeches/default.shtml
http://www.spgi.org/speeches/default.shtml
http://www.spgi.org/about/default.shtml
http://www.spgi.org/about/default.shtml
http://www.spgi.org/about/staff_tosti.shtml
http://www.spgi.org/articles/bain_APracticalAnalysis.shtml
http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn1
http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn2
http://www.spgi.org/speeches/tosti_gcfr.shtml
http://www.spgi.org/speeches/tosti_gcfr.shtml
http://www.spgi.org/speeches/tosti_gcfr.shtml
http://www.spgi.org/index.html
http://www.spgi.org/about/default.shtml


It is unrealistic to expect that money laundering can be eradicated. What can and is 
being done, with the help of the Financial Action Task Force (FATF) and the 
Caribbean Financial Action Task Force (CFATF) and others, is to make money 
laundering more difficult and to increase the chance of money laundering being 
detected and caught if it is carried out.Putting in place an effective legal framework is 
an essential precondition for this.[3] 

The Offshore Havens of the Caribbean 

The Caribbean is literally a sea of developing countries offering special tax 
incentives, free trade zones, tax holidays and, in many cases, complete freedom 
from the imposition of income, estate, gift and most other taxes.The countries of the 
region are the setting for a broad spectrum of international financial institutions and 
transactions which make use of sophisticated global technology.[4] 

The "no-tax" havens in the region are The Bahamas, Bermuda, the Cayman Islands, 
and the Turks and Caicos Islands; they impose no income, estate or gift taxes on 
either residents or non-residents.The "low-tax" havens include most of the other 
countries in the region (such as Barbados), which offer tax incentives for offshore 
banks, international business companies (IBC’s), foreign sales corporations and 
exempt insurance companies.The absence of such taxes is usually part of a formal 
policy to attract offshore banks and other corporate business to the countries 
concerned specifically, and to the region generally.For example, in the Cayman 
Islands, offshore companies are entitled to a tax-free guarantee up to 30 years from 
the date of formation, although they are normally granted a 20-year guarantee.[5] 

Some features of the financial culture of the Caribbean include strict confidentiality, 
non-disclosure requirements, minimal annual reporting requirements, a dual 
currency control system that distinguishes between residents and non-residents and 
between local and foreign currency, extremely low and competitive fees for company 
and investment transactions, tax treaties, mutual legal assistance treaties and 
exchange of information agreements.  While some tax havens maintain an extensive 
network of tax and other treaties, most Caribbean tax havens have not entered into 
such treaties at all.[6] 

The Bahamas and Its People - We Mix Business with Pleasure 

Many terms and expressions have been used to describe The Bahamas.Some call it 
a wondrous, sun-drenched string of tropical islands set like pearls in sparkling blue 
waters.Some call it an international playground and some call it a land of unmatched 
beauty. Even George Washington was once moved to refer to the islands as the 
"isles of perpetual June." The Bahamas has also been called "The Switzerland of the 
West."[7] 

With modern, internationally known hotel and banking institutions, The Bahamas 
today maintains a reputation both as one of the world’s finest resort areas and also a 
leading tax haven and financial center.The natural beauty of the islands attracts 
millions of visitors for sun-swept sandy beaches. At the same time, freedom from 
taxation, together with political stability, favorable trust and banking laws, proximity 
to the United States and excellent communications facilities combine to make The 
Bahamas a major offshore banking center.  

Restoring a Tarnished Reputation 
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In the 1980’s, with the image of drug trafficking and money laundering, The 
Bahamas gained a tarnished reputation.Articles appeared in The Miami Herald and 
London’s Sunday Times calling The Bahamas "A Nation for Sale."[8] The Pindling 
Government had little choice but to appoint a "Blue Ribbon" Commission of Inquiry 
to investigate the use of The Bahamas as a transshipment point for drugs destined 
for the United States.  Until the present day, The Bahamas is struggling to shed the 
reputation as a drug transit point and a center for money laundering and is still 
categorized as a Drug Transit Location by the USA State Department.[9] 

The change of government in 1992 was significant for The Bahamas.After having 
been led by the same political leader for 25 years, most Bahamians were anxious 
about what to expect from the Ingraham administration, especially as it related to law 
and order and the restoration of the reputation of The Bahamas to what it was before 
the scourge of drugs took its toll on the small population.Indeed, beginning in the 
early 90’s, quotes that are more favorable began to appear in the international press 
concerning The Bahamas’ effort to combat money laundering. To quote a financial 
reporter, "The Bahamas, a long-reputed and still active drug money laundering 
nation, has taken counter-measures to combat the legitimizing of illicit funds. The 
Bahamian government and banking industry adopted operating and reporting 
regulations which make money laundering more difficult."[10] 

According to Dr. Peter Maynard, former Bahamian Ambassador to the United 
Nations, a number of events occurred in the past three decades, which negatively 
affected the image of The Bahamas.These included:[11] 

 Early 1970’s, the presence of Robert Vesco (international financial swindler 
wanted by the United States authorities) residing in The Bahamas;  

 1982, the crash of the Vatican’s Banco Ambrosiano with its branches in The 
Bahamas and strong Bahamian ties;  

 1983, NBC’s report on Norman’s Cay, the island stronghold of Carlos 
Enrique "Joe" Lehder, leader of the Medellin Cartel, a Colombian Drug 
organization;  

 1984, Commission of Inquiry on Drug Trafficking;  

 1987, re-election of the PLP;  

 In the late 1980’s, U.S. Coast Guard patrol of Bahamian waters with 
Bahamian Defense Force officers to make arrest;  

 Drug Enforcement Agency (DEA) agents, already based in Nassau, the 
capital of The Bahamas, could directly contact their opposite numbers in 
the Police Force without the red tape of referrals to the U.S. Embassy and 
Bahamian Attorney General;  

 The Drug Enforcement Unit was set up within the Royal Bahamas Police 
Force;  

 A joint task force from both countries now meet semi-annually for frank 
discussions of money laundering and other law enforcement issues;  

 Radar observation balloons manned by U.S. technicians floated over three 
Bahamian islands to detect drug ships and aircraft;  

 The 1990 Central Bank’s closure of BCCI Nassau;  

 The 1992 extradition of Nigel Bowe, Lehder’s Bahamian lawyer and 
allegedly a close confidant of Sir Lynden Pindling;  

 The 1992 election of the FNM government in a flagging and weak economy; 
and  

 The 1994 Commission of Inquiry on the affairs of three government 
corporations.  
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One of the methods used in an attempt to restore the damaged reputation was the 
enactment of the Money Laundering (Proceeds of Crime) Act 1996.  This Act was 
recently enacted and was designed to combat the laundering of proceeds derived 
from illegal activity including drug trafficking. Although there were already a number 
of laws on the books detailing the willingness of The Bahamas to cooperate with 
other jurisdictions in halting the spread of money laundering, money laundering was 
never specifically identified as a crime. The government moved to close that 
loophole by the passage of this bill. Additionally, in recent years, banks in The 
Bahamas have implemented stringent policies to ensure that their facilities are not 
used to launder proceeds of crime. Their efforts are considered to have been 
successful, for in some instances when offshore centers of money laundering are 
mentioned, The Bahamas is not included. The Money Laundering Act is intended to 
put "beyond any reasonable doubt, this country’s seriousness in dealing with the 
whole question of money laundering" (the Honorable Brent Symonette, former 
Attorney General).[12] Nevertheless, the question of enforceability still needs to be 
addressed.  

CHAPTER 2- MONEY LAUNDERING -- TOWARDS A 
DEFINITION 

Different Definitions of Money Laundering 

Money laundering has been given many definitions. One definition is that money 
laundering is the act of converting money gained from illegal activity, such as drug 
smuggling, into money that appears legitimate and in which the source cannot be 
traced to the illegal activity.[13]Another author defines it as follows: "The phrase 
‘money laundering’ covers all procedures to change the identity of illegally obtained 
money so that it appears to have originated from a legitimate source."[14]The official 
definition by The Central Bank of The Bahamas is, "Money laundering is the process 
by which criminals attempt to conceal the true origin and ownership of the processes 
of their criminal activities.If undertaken successfully, it also allows them to maintain 
control over those proceeds and, ultimately, to provide a legitimate cover for their 
source of income." [15] 

An acceptable definition of money laundering, and one which will be used in this 
paper, is that money laundering is a process by which the proceeds of crime are 
hidden from investigators, moved around financial and economic systems in order to 
make tracing them more difficult and then spent as if they are legitimate funds.It is 
very important at this stage to note that money laundering not only refers to the 
proceeds of drug trafficking, but to any crime that results in the proceeds being 
laundered or cleansed, although early money laundering control efforts focused on 
drug proceeds. 

Money laundering is, in essence, the process of concealing the nature, source or 
location of criminal proceeds.In a recent article,[16] the author attempts to quantify 
the money amount of the money laundering industry and the effects on the world’s 
economy of this industry.  The authorstates that it is estimated that global money 
laundering  involves as much as three hundred billion United States dollars annually 
and that the influence wielded by criminal groups controlling such incredible wealth 
has led world leaders to deem money laundering a geopolitical problem, which, if 
unchecked, threatens the political fabric of fragile democracies and democratic 
institutions everywhere.[17]   In another article, money laundering was referred to as 
the third largest industry globally: 
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Money laundering is said to be the third largest industry by value worldwide.  
Research in the United States has shown that 90% of currency bills in circulation are 
contaminated with narcotics.  In the United Kingdom, similar research showed 40% 
to be contaminated.Other research in the United Kingdom has shown that 80% of 
property related crime is committed to fund a drug habit.A single user -- shooting one 
shot of heroin a day -- needs to spend £28,500 each year just to feed his personal 
consumption.In order to fund that amount, he will turn to robbery, dealing in drugs, 
prostitution and theft.In the United Kingdom, stolen household and office goods 
realize approximately one-third of their new value. [18]  

Profile of the Money Launderer - Past and Present 

It is not uncommon to find indictments by politicians, law enforcement officers and 
the media, of those who are thought to be involved in money laundering.  The term 
money launderer is pejorative and the practice of money laundering conjures up a 
shady world of men in pinstriped suits claiming to be "bankers" and acting for ill-
defined customers and vague offshore enterprises.[19]   The fact that many of the 
cases that have become known involve exactly such scenarios has tended to 
reinforce such perceptions.[20]   It is perhaps a useful device for those engaged in 
fighting serious crime to persuade, at least the professional financial managers, trust 
officers, attorneys and bankers (those who fit the profile of the modern money 
launderer), that those who are prepared to assist criminals and terrorists to retain 
their ill-gotten gains and further their illicit enterprises are no better than the crooks 
they serve.  When the money is the product of drug trafficking or even a bank 
robbery, then the shame that can attach to those who assist in the laundering 
process is justly deserved.  It is very important to remember, however, that those 
most actively involved in providing such services may never transgress the law; in 
many cases, the laundering may well involve funds that are not referable to a crime 
or other form of misconduct.This is a point that is hardly mentioned in the  popular 
press when criticizing the apparent failure of regulatory authorities to take effective 
steps to interdict what are assumed to be money laundering operations.[21]  

Laundering the proceeds of drug trafficking is one thing, but merely assisting a 
leader of a developing country to retain his wealth on a confidential basis outside his 
country may be a very different issue.[22] To say that even the knowing facilitation of 
such an individual's acquisition of wealth, by covert movements of substantial 
amounts of wealth, where no specific crime is involved, is an unsound banking 
practice is a statement that few central bankers, especially in offshore centers such 
as The Bahamas, would be prepared to support.Responsible banking is a vague 
concept, even in a wholly domestic environment.  In an international context, it is 
nebulous and is an entirely different issue than that of soundness.[23] 

The Stages of Money Laundering 

There is no one method of laundering money.Methods can range from the purchase 
and resale of luxury items to passing money through a complex international web of 
legitimate businesses and ‘shell’ companies. [24]  In the case of drug trafficking and 
some other serious crimes, such as robbery, the proceeds usually take the form of 
cash, which needs to enter the financial system by some means.  Indeed, street 
level purchases of drugs are almost always made with cash, although some form of 
barter is not uncommon in the purchase of drugs, and according to the value of the 
items being traded, has substituted in some ways for cash transactions.  

According to the customary concept of money laundering, the three stages of money 
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laundering are known as placement, integration and layering, during which there 
may be numerous transactions made by launderers that could indicate criminal 
activity.  The traditional, and somewhat simplistic, definitions are given below: 

1. Placement -- the physical disposal of cash proceeds derived from illegal 
activity.  

2. Layering -- separating illicit proceeds from their source by creating complex 
layers of financial transactions designed to disguise the audit trail and 
provide anonymity.  

3. Integration -- the provision of apparent legitimacy to criminally derived 
wealth.  If the layering process has succeeded, integration schemes place 
the laundered proceeds back into the economy in such a way that they 
reenter the financial system appearing to be normal business funds.  

While the definitions and the stages of money laundering as described above were 
simple, the definitions will form a basis for further discussion into the enforceability of 
the legislation in The Bahamas.The definitions and the associated diagrams will form 
the foundation of the arguments to be presented in this paper. 

The efforts to combat money laundering as it pertains to offshore institutions largely 
focus on those points in the process where the launderer’s activities are more 
susceptible to recognition and have therefore largely concentrated on the deposit-
taking procedures of financial institutions, or the placement stage.  There are, 
however, many sophisticated crimes where cash is not involved. 

According to The Guidance Notes issued by The Central Bank, the most common 
form of money laundering that financial institutions will encounter on a day-to-day 
basis in respect of their mainstream banking business takes the form of accumulated 
cash transactions which will be deposited in the banking system or exchanged for 
value items.[25]  Electronic fund transfer systems increase the vulnerability by 
enabling the cash deposits to be switched rapidly between accounts in different 
names and different jurisdictions.  Banks and Trust companies, as providers of a 
wide range of services, are vulnerable to being used in the layering and integration 
stages where mortgage and other loan accounts may be used as part of this process 
to create complex layers of transactions.[26] 

Layering - An Opportunity for Financial Institutions 

The transactions, which are used to obscure the source of the relevant funds, will be 
structured in such a manner as to render it almost impossible for evidence to be 
obtained which would allow a court to establish the derivation of the money.   This 
process is referred to as layering, but this implies that with diligence the truth may be 
uncovered through a progressive investigation.While there have been cases where 
dedicated, extremely lucky, and well-resourced investigators have been able to peel-
off a series of layers to reveal what in fact took place, in the case of the more 
sophisticated structures, the concept of layering is too simplistic.Certain operations 
are structured in a manner, which resembles a mosaic or kaleidoscope rather than a 
layer cake.[27]   Transactions will not be progressive but parallel, establishing mutual 
obligations which can be married or crossed, often on a contingent basis, and which 
would not be substantiated to the satisfaction of a court applying conventional legal 
rules.  It is, however, true that insofar as the notion of layering is often used to 
conjure up a picture of a stone gradually dropping to the bottom of a pond, the 
longer money remains in the system the more difficult it is to follow and identify it.[28] 
  Furthermore, such an analogy makes the important point that the money in flight 
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will be most noticeable when it "splashes" first into the pool.  It is at this point of entry 
into the conventional banking system that regulations designed to create an "audit 
trail" are likely to be most effective.[29]  Indeed, the metaphor of dropping a stone 
into a pool is appropriate: when the dirty money is first deposited, it creates a 
noticeable ripple, but if unnoticed then it may well remain undiscovered.This stage 
necessarily involves the participation of banks or other deposit-taking bodies.  It is 
therefore very important for banks to be vigilant in detecting unusual transactions at 
the point at which the launderer is most vulnerable to exposure. 

CHAPTER 3 - THE ELECTRONIC DIMENSION 

The Computer Criminal and Economic Crimes 

It has always been the goal of criminals, especially those involved in the so called 
‘white collar’ crimes, to escape the consequences of their actions by putting as much 
distance as possible between themselves and the governmental authorities.  During 
this century, however, we have witnessed a dramatic increase in the number of 
cases that have a foreign dimension, apparently by design.This is no more so 
apparent than in the case of economic crimes, especially the crime of money 
laundering.Criminals seeking to undermine and destabilize our financial and 
commercial institutions have every incentive to ensure that another jurisdiction is 
involved in the conception, realization or drawing down of their crime.  Indeed, if the 
law has not been able to keep up with the international nature of crime, in either its 
reach or its resources, the prospects of criminals, and in particular organized crime, 
moving into cyberspace is fundamentally more threatening.  It is this htmlect of the 
crime of money laundering that will be, in the opinion of this author, the greatest 
challenge to the Bahamian authorities in enforcing the recent money laundering 
legislation. 

The Global Nature of Business 

Many htmlects of business, whether financial or otherwise, are today global in 
character.  This is true not only as a result of the conscious policies of deregulation 
and attempts to facilitate the mobility of capital and to foster global operations, but 
also, and more profoundly, recent developments in technology have in effect created 
a ‘global business community.’ Indeed technological innovations already being 
implemented, such as cyber banking and smart cards (that is, cards with high 
security chips that enable the holder to pay bills, gain access to premises, and stores 
data on health, and so forth) require more than ever vigorously enforced traditional 
anti-laundering control efforts to guard against abuse by money launderers.[30]   
Traditional anti-laundering controls, which hinge on cash transaction reporting and 
knowing a bank’s customers, are little help in identifying money laundering among 
cyberspace’s electronic transfers and faceless customers.[31]  

Sophisticated criminals, especially money launderers, have followed suit and in 
some instances, because of their vast financial and other resources, outstripped 
their law-abiding competitors and the less equipped governmental authorities.  
Added to this is the threat of destabilization of systems and the integrity of data for 
subversive or belligerent purposes.It may be safe to say that the prospect of crime 
and warfare in the realm of cyberspace is today a reality.As with many other areas of 
sophisticated criminal and subversive activity, the risks may not always be apparent, 
although one can be assured that they are real and in their implications, for all those 
who are concerned with the safety and integrity of our financial and trade systems, 
are of fundamental importance.  Indeed, the developed countries and economies of 
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the West are at risk, but more so, the small developing offshore centers like The 
Bahamas face an enemy of profound proportions, probably greater than any threat 
since the era of colonization.  The modern economic criminal will prey upon the 
weak as well as the strong, and cyberspace recognizes no barriers.[32]  

The Effects on Offshore Banking 

These innovations promise to have a profound impact on offshore banking.  Without 
increased commitment, offshore centers will suffer even harsher criticism than they 
have in the past.  In the world of offshore banking, the speed and increased 
anonymity of cyber banking multiply the lure for money laundering.  This author 
believes that it is only a matter of time before electronic commerce is accepted by 
the average consumer as a viable substitution for cash, checks and credit cards.  
This acceptance factor and the transfer of funds that it represents both nationally 
and globally, will motivate the cyber crook to devise schemes or series of schemes 
that will allow him/her to contaminate the electronic commerce system.  It has been 
promulgated by the National White Collar Crime Center, based in the USA, that 
every cyber crook is motivated by a simplistic goal that has mission statement 
qualities: "beat the system" and "get rich in the process."[33]  

As a result, electronic commerce, especially the transfer of cash, is at risk.  While the 
various components of this new age monetary exchange system (a matrix of old  
hardware protocols and new software paradigms) have been designed with security 
in mind from the ground up, the likelihood that they will be probed thousands of 
times a day, for any weakness, is a given, and common sense dictates that 
eventually a means of manipulating the system for money laundering purposes is 
highly likely.  At what level this manipulation will occur and the impact it may or may 
not have on the integrity of the system as we now understand it is open to 
speculation.Nevertheless, if past high-tech compromises of other "secure" financial 
systems are any indication, losses to providers and users of this proposed system 
will be significant.[34]  

The Future of Offshore Banking 

Despite growing pressures from international groups and the resulting proliferation of 
money laundering laws, successful money laundering controls in offshore centers as 
in all nations, rely on political will to make money laundering controls a national 
priority.Even those countries leading the war on money laundering, such as the 
USA, U.K., and Australia, are losing ground against money launderers in today’s 
rapidly changing financial landscape.[35]  This is due in part to the changing 
htmlects of cyberspace and cyber banking. 

This threat is apparently being assisted by some actions of offshore institutions in 
this region.The European Union Bank (EUB), based in Antigua in the Caribbean, is 
one such offshore cyber bank that brings the challenges of money laundering 
controls in cyberspace to the fore.  Calling itself "the first offshore bank of the 
Internet," the EUB invites customers to "discover the many tax-advantaged financial 
services that (it) can offer to savvy individuals and corporations" from the privacy of 
their personal computer.[36]  

        Through its site on the Internet, launched in September, 1995, EUB allows 
customers access to a full range of offshore private banking services from any 
country, destroying the problems posed by theremote locations of most offshore 
centers through the borderless reach of cyberspace.  EUB operates under Antigua’s 
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strict bank secrecy laws, which reportedly make its offshore accounts "a perfect 
vehicle…for the client who prizes discretion or who wishes to make investments in 
other countries without his name becoming known.EUB’s customers can open 
numbered accounts, in which the customer’s identity is known only by an EUB 
private banker, or coded accounts, which are numbered accounts that operate by 
pass code rather than signature.  The methods used by the bank  to verify identity 
are unclear.  Once phone or fax contact is made with the customer and a minimum 
deposit of US$2,500 is made, the account is opened. Both the Bank of England and 
the U.S. Federal Deposit Insurance Corporation have issued warnings to their 
nations’ banks advising increased due diligence when handling transactions 
involving EUB.Still EUB continues to operate.[37]  

EUB’s President Ken Suhandron is quoted as saying, "To think that this is not the 
future of banking is unrealistic."[38]   Indeed, it may also be the future of money 
laundering law enforcement to bring heightened international pressure to those 
banking centers that offer a safe haven to "questionable" customers in the anonymity 
of cyberspace. 

When questioned on the risk of the electronic system to the money laundering efforts 
of The Bahamas during a recent interview, Mr. Colin Archer, a Central Bank of The 
Bahamas official, indicated:[39]  

      Obviously, we have been trying to attract quality, clean, good business but 
invariably, given the volume of business which is channeled throughout The 
Bahamas which comes to our shores and goes to other shores, there is a possibility, 
as a major money center maintaining a very sophisticated financial 
telecommunications network, there is a possibility of [the telecommunications 
network] being exploited.  Those persons who engage in [money laundering] 
activities are very sophisticated people themselves; they are not people who have [a] 
limited education or limited resources.They have substantial technical resources 
available to them and therefore they would make the most of those resources.The 
Bahamas, as a major money center and major international offshore center, is at risk 
to money laundering because we are connected to the rest of the world in terms of 
our banking system or bank network in terms of funds being channeled through The 
Bahamas, millions upon millions of dollars every day from one jurisdiction to the 
next, so we are at risk but that's all the more reason if we want to continue our level 
of prosperity, then we have to maintain a center which has the necessary controls in 
place to protect it. 

Despite these sentiments, whether the legislation, as it is currently drafted, is wide 
enough to encompass cyber crimes can only be speculated about at this point.  This 
concern will be discussed in greater detail in successive chapters.From Mr. Archer’s 
statements, it is apparent that the officials at the Central Bank of The Bahamas are 
at least aware of the wide resources and expertise available to the money 
launderer.He is of the opinion that the controls implemented so far can adequately 
control the severity of money laundering in The Bahamas. 

CHAPTER 4 - THE ROLE OF THE INTERNATIONAL 
COMMUNITY 

Private Banking in the Caribbean - Confidentiality for Sale 

In October 1986, the United States became the first country in the world to 
criminalize money laundering.In the next decade, each of the world’s leading 
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financial centers followed suit, enacting anti-laundering laws and enlisting the aid of 
financial institutions in detecting and preventing money laundering activities.  Forced 
by these efforts to find new avenues for laundering illicit proceeds, money launderers 
turned to the privacy, confidentiality, minimal regulation and security of offshore 
banking. [40] 

For many of the small nations of the Caribbean, international banking is an important 
segment of their economic well-being.It provides jobs, international exposure and 
much needed revenue for their treasuries.  It is a clean, desirable industry.  In order 
to attract money offshore, banks in the small countries must offer a more favorable 
banking environment.  This translates to minimum taxes and maximum 
confidentiality, which in turn lead to a higher risk of infiltration by criminally-derived 
money seeking to be laundered. 

The service offered always includes confidentiality.This is especially true for the 
wealthy from other Third World countries seeking a safe haven for their capital.Some 
of these countries, most notably Colombia, continue to be plagued by political 
instability and violence including kidnappings for ransom in their home countries.[41] 
  As a consequence, international bankers in 

The Caribbean commonly assists their clientele in achieving their confidentiality 
goals through such legal vehicles as corporations and trust.These vehicles are used 
for legitimate reasons, notably tax and estate planning.  Indeed, avoidance of tax 
liability and estate complications in a foreign country are certainly understandable 
and lawful goals, which are preferably obtained from tax preferential jurisdictions. 

This type of environment offers opportunities for certain forms of money laundering.  
This generally excludes the cruder and more blatant form of money laundering - 
mainly the structuring of cash deposits to avoid the currency reporting laws, 
commonly called ‘smurfing’[42] - simply because international banking is not a cash-
oriented business.  By its very nature, international banking lends itself to large, non-
cash deposits and to more sophisticated forms of financial transactions using 
electronic methods to transfer large sums of money to both offshore and onshore 
destinations. 

Steps Taken by the United Kingdom to Curb Money Laundering 

In Britain, the laundering of the proceeds of drug related crimes was made an 
offense by the Drug Trafficking Offenses Act of 1986.  The Prevention of Terrorism 
(Temporary Provisions) Act of 1989 also made it an offense to launder the funds of 
terrorist organizations.  However, now that the European Community's Directive on 
Money Laundering has been adopted and brought into law by the Criminal Justice 
Act 1993, laundering of the proceeds of all serious offenses is now a specific 
criminal offense under English law. 

The Importance of the UK’s Financial Markets 

The United Kingdom authorities have recognized that London’s financial markets are 
of great importance, not only in relation to the U.K. economy, but also in relation to 
global financial markets.They have also seen the need to protect the financial and 
operational integrity of those markets. The provisions relating to the laundering of the 
proceeds of drug trafficking have been consolidated and re-enacted in the Drug 
Trafficking Act 1994. The 1994 Act provides that it is an offense for anyone to assist 
drug traffickers to launder money by assisting them to retain or control the benefits of 
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their criminal activity, even if this merely amounts to providing advice. 

The U.K. is also an attractive target for money launderers.  The attraction for the 
money launderer lies in the fact that London’s financial markets have the necessary 
breadth, depth and openness to be useful at all stages of the money laundering 
process, whether it is placement, layering or integration.This attraction has been 
increased by the introduction of the European Union’s single market in banking, 
investment services and insurance and the lowering of controls and barriers to free 
movement of goods, services, people and capital around Europe. 

Steps Taken by the United States to Curb Money Laundering 

The first time in the world that any nation enacted a specific law against money 
laundering was in the fall of 1986 when President Ronald Reagan signed the Money 
Laundering Control Act.[43]   This Act has subsequently been expanded in each 
election year (including elections for Congress 1988, 1990, 1992 and 1994), which 
suggests at the very least some political consideration for the implementation and 
strengthening of money laundering laws.  The law was broader than the common 
usage of the phrase money laundering.It is not limited to cash, but includes all 
monetary instruments and all financial transactions.Indeed, in the United States, dirty 
money never loses it taint and is never cleansed.  In essence, the law criminalizes 
banking services to crooks.Each movement of dirty money is a separate crime. 

Declaration of War 

The United States had effectively declared war on drug trafficking and the 
consequential money laundering htmlect which is an almost inevitable by-
product.Equipped with recent legislation and new and powerful law enforcement 
weapons, the modus operandi of the USA will undoubtedly have serious 
ramifications for many countries of the world, Caribbean neighbours to the south 
being no exception.  The power of the United States to indict a foreign financial 
institution and to seize its assets world-wide for conducting banking business outside 
of the United States is a power to destroy a financial institution.This can have a 
devastating impact to the financial institution itself, but also on the financial sector of 
the home country if the home country is small and dependent, a description which 
fits the Caribbean countries all too well. 

Casualties of War 

As with any war, the major combatants are driven by personal interests.  
Consequently, a certain amount of injury to non-combatants or smaller allies is 
expected and even inevitable as the adversaries fight among themselves.Indeed, as 
each side pushes for victory, the weapons targeted against the enemy at times 
cause significant damage to friends and non-combatants.  As a consequence to all 
of this action, a great risk exists that the fragile economies of the Caribbean nations 
may be harmed irreparably because of the unintended harm caused by the United 
States when it utilises the extraterritorial jurisdiction of its criminal justice system 
against foreign financial institutions of small nations. 

The United States money laundering law specifically provides for extraterritorial 
jurisdiction when (a) the conduct is by a U.S. citizen anywhere in the world or, if by a 
non-US. citizen, the conduct occurs, at least in part, in the United States and (b) the 
transaction, or a series of related transactions, exceeds $10,000.[44]   This means 
that the United States asserts its own jurisdiction and will bring money laundering 
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criminal cases to the United States when at least part of the transaction occurred in 
the United States.[45]  

Are United States Laws Applicable Outside the USA_ 

It is true that the Americans have had far more experience in attempting to deal with 
problems such as racketeering and money laundering than any one else.  It is also 
true that in some respect this experience has not always been impressive in terms of 
the results that it has achieved.It is not surprising, however, that other countries have 
turned to the United States for advice.  While this is understandable, some countries 
have followed United States precedents in a rather unthinking fashion, forgetting the 
deficiencies of the American legislation[46] and in particular, the very special 
situations that it was designed to confront.The United States law has been more or 
less expertly crafted to address specific crime problems which exist or did exist in 
the United States; the laws therefore reflect the social, political and constitutional 
circumstances of that country.[47]   Such laws and their derivative enforcement 
policies are not always obviously applicable to different societies.  Laws that 
contemplate the structure and operations of the Cosa Nostra may have little practical 
relevance to the Triads or Yakuza organizations in the Far East.[48] Nonetheless, 
many countries have simply ignored this and enacted laws modeled on only a partial 
perception of the reality in the United States.The inappropriateness of essentially 
Western laws which presuppose Western structures and financial systems is clearly 
shown in regard to underground banking systems which were developed mainly in 
ethnic subcultures because of a natural distrust of the host country’s institutions and 
nationals. 

The United States - The Caribbean’s Big Brother 

Additionally, the United States has used the "speak softly and carry a big stick" 
policy promulgated by a former United States president where it literally threatened 
neighboring countries to conform to its policies or face isolation or political and 
economic suicide.The Bahamas is no stranger to this type of threat from its northerly 
neighbor or the apparent disrespect for the sovereignty of The Bahamas.  Indeed, 
during the Commission of Inquiry in 1984, testimony was given by the then Attorney 
General of this belief.  The Commissioners concluded: 

        The government of The Bahamas has obviously resented the fact that the 
United States, through its agencies, had been involved in undercover activity in The 
Bahamas without the knowledge of the Bahamian government.The Attorney General 
expressed the view that the undercover tactics employed in Operation Grouper 
without the consent of The Bahamas government constituted a calculated evil use of 
The Bahamas for a two-and-a-half-year period by the Drug Enforcement 
Administration.In the opinion of the Attorney General, this conduct was but another 
example of the lack of respect for the sovereignty of The Bahamas on the part of the 
law enforcement agents of the United States.[49]  

The policy of the present-day United States government has changed little towards 
its Caribbean and Latin American neighbors.During a recent address to the United 
Nations, President Bill Clinton promised to clean up tax havens that do not conform 
to the United States’ request for stronger anti-money laundering laws.Addressing the 
United Nations, President Clinton stated: "First, the steps we will take.Yesterday, I 
directed our government to identify and put on notice nations that tolerate money 
laundering.  Criminal enterprises are moving vast sums of ill-gotten gains through 
the international financial system with absolute impunity.We must not allow them to 
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wash the blood of profits from the sale of drugs, from terror or organized 
crimes.Nations should bring their banks and financial systems in conformity with the 
international anti-money laundering standards.We will work to help them to do 
so.And if they refuse, we will consider appropriate sanctions."[50]   President Clinton 
also directed the United States intelligence agencies to identify companies believed 
to be laundering money for the Cali cartel and freeze its assets, thereby "cutting off 
its economic lifelines and stopping our own people from dealing unknowingly with its 
companies. 

The Americans are even suspicious of the British.A recent report mentioned "deep 
suspicion" on Capital Hill on what they perceive to be a lack of British willingness 
and ability to provide the requisite degree of regulatory oversight of banking and 
financial institutions in territories over which the British could be expected to exercise 
a degree of influence.[51]   Despite periodic reminders of the UK’s special powers of 
influence, there is not a great deal of regard for the actions of the British in 
Washington and New York law enforcement circles; they look upon the effectiveness 
of the British with skepticism. 

The fallout from the BCCI affair fueled this suspicion and led to a mind-set in certain 
quarters of the United States that far from providing a lead in the development of 
international anti-money laundering legislation, the United Kingdom is really a part of 
the problem.It is this perception, among others, that has led to the positive 
identification of various offshore financial areas as facilitating the interests of 
international organized crime, and these areas will now be targeted and become the 
subject of sanctions, among which will be the prohibition of the provision of 
electronic fund transfer and dollar clearing services to financial institutions in the 
suspected jurisdictions.[52]  If such sanctions were ever imposed on Bahamian 
institutions, it may be the beginning of the end for an industry that derives at least 
80% of its banking revenue from the United States. 

CHAPTER 4 - THE BAHAMIAN EFFORTS TO CURB 
MONEY LAUNDERING 

The Bahamas, a Leading Offshore Center 

The Bahamas’ standing as an international banking and financial center has 
spanned more than sixty years, making it one of the world’s longest established and 
leading offshore centers.[53]   Mr. Julian Francis, the Governor of the Central Bank 
of The Bahamas, is quoted as saying: 

     One of the critical factors contributing to the center’s attractiveness is its 
credibility and integrity. The cultivation of the center’s repute, however, has not 
occurred by chance.  It has involved a series of calculated policy initiatives reflecting 
coloration on the part of the government of The Bahamas, the private sector and the 
Central Bank of The Bahamas.  One of the most significant steps in this concerted 
approach has been the recent enactment of tough money laundering legislation.The 
Money Laundering (Proceeds of Crime) Act, 1996 and accompanying regulation 
have come to be regarded as pioneering legislation and a blueprint for other 
countries contemplating the implementation of anti-money laundering measures.[54]  

The Responsibilities of Handling Other People’s Money  

The legislation included in the Bahamian Money Laundering (Proceeds of Crime) Act 
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1996, together with subsidiary legislation, has imposed a considerable burden on all 
those who handle other people’s money.Added to this is the development of the law 
of restitution which is increasingly imposing potentially crushing civil liability on those 
who receive the proceeds of crime or who knowingly assist in the laundering of such 
funds.It is this author’s view that it is this area of law that is likely to place the most 
significant burden on those responsible for creating and operating compliance 
systems in the financial sector.This is all more significant given the now clear 
strategy of many law enforcement agencies to place financial intermediaries in the 
front line in the fight against enterprise and organized crime.  Those who are 
prepared to facilitate financial transactions for others are required to ‘police’ the 
probity of such services where the possibility exists for the facilitators to experience 
the personal pain of civil and possible criminal liability themselves.  They are in effect 
the gatekeepers of the financial system and have all the traditional responsibilities of 
such office.[55]  

The Global Nature of the International Criminal 

Most cases of money laundering, however, will involve two or more jurisdictions.  It 
has been claimed that international cooperation between law enforcement agencies 
is limited to conferences, visits and intelligence sharing. There is no global law 
designed to combat money laundering. Interpol and Europol have no authority to 
arrest or prosecute.[56]   As a result, criminals who operate internationally are able 
to operate if not with impunity, certainly with far less likelihood of capture than if they 
were to find that there was a unified system of laws.For this reason, several 
jurisdictions, led by the United States, are beginning to reach out beyond their own 
geographical borders.  This is one of the approaches being advocated that can 
begin to put a significant dent in the world of the money launderer.  International 
cooperation and the strengthening of the international bodies such as Interpol are 
other suggested ways of fighting the international criminal. 

As previously mentioned, discussion of the processes involved in money laundering 
has been limited and derivative outside the United States.  The Bahamas 
government, like other countries, has often failed to appreciate the complexity of 
money laundering in terms of its both character and objectives.The government has 
taken for granted a somewhat traditional crime model, which rarely conforms to 
reality.This model bases its premise on property and possession -- a foundation that 
has been made obsolete by the electronic dimension, especially as it relates to 
economic crimes.  Indeed, given the nature, expertise, and resources of those 
involved in the industry of money laundering, there is every incentive for their 
services to be adapted to take full account of any new threat -- including legislation. 

The Caribbean -- Sunny Money Jurisdictions 

The Caribbean is seen as an important element in the international financial system, 
with major offshore centers such as Curacao, Aruba, the Cayman Islands, and The 
Bahamas, directly involved in servicing wholly legitimate businesses on a 
considerable scale.Inevitably, some of these centers and others in the region will be 
used to launder funds from illegal activities, with or without the knowledge of local 
professionals or regulatory bodies. 

One feature which makes the region particularly attractive is the widespread use of 
the United States dollar.Tourism and trade both generate and require United States 
currency; the dollar is in widespread circulation and is readily accepted throughout 
the region.  Inflow of illicit cash in United States dollars can therefore be readily 
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absorbed into the local economy, being commingled with American currency from 
legitimate activities.Another attractive feature is that some jurisdictions lack all forms 
of direct taxation.  In The Bahamas, for instance, there are no income taxes, 
corporation taxes, inheritance taxes, value added taxes or capital gains taxes.The 
government derives its income from license fees and import duty on consumer 
items.  While this is good for the financial institution, it is also good for the money 
launderer because the lack of a structured taxation system denies the government 
the ability of using the tax laws and facilities as a method of investigating possible 
money laundering. 

Offshore banking facilities are attractive to money launderers and despite the efforts 
over the last few years to tighten procedures in many offshore jurisdictions in the 
Caribbean, some regulatory gaps remain.Some jurisdictions allow offshore bank 
licenses despite the lack of a home country supervisor.Standards of regulation vary 
sharply across the region and many countries confuse anti-money laundering 
regulatory procedures with an anti-investment stance which might inhibit 
development capital in-flows.A similar confusion exists with regard to exchange 
control regulations which are being rapidly removed throughout the region.  A 
country which removes exchange control regulations could still require banks and 
business houses to report transactions which are "unusual" or "suspicious".There is 
no real conflict.Governments can retain an interest in knowing the source or origins 
of the funds without having any concern about the currency or the denomination of 
the bills. 

The Power of the Money Launderers and Its Economic Effects 

The recent trends identified above have increased the vulnerability of the Caribbean 
region to the dangers of money laundering.Consider the consequences of greater 
use of local businesses and small local and regional banks and other financial 
institutions.  These enterprises effectively share in the profits of the drug trafficker, 
for they receive a "fee" for a cheap facility.  The businesses and financial institutions 
concerned are usually significant local concerns in small islands or territories.Their 
principals are often well-connected in the local political scene.  In some instances, 
the financial institutions have a significant element of public ownership with 
government ministers on the board.[57]   The criminal proceeds laundered through 
such businesses are therefore far more corrosive of local political structures than 
they ever were when transiting the international banking community in the form of 
cash in suitcases. 

Inevitably money laundering on any scale will undermine the financial structure and 
the judicial process, buy political protection and will neutralize any local or 
international law enforcement effort.  Small islands and territories in the Caribbean 
slip easily under the control of criminal elements, usually fronted by rich and 
apparently successful local businessmen who exercise a degree of political influence 
through their contribution to the political parties.  Increasingly in the region, political 
influence is determined by the funds available as old political dogma tends to 
become irrelevant as the costs of political campaigns rise. 

If money laundering is not curbed, it will destabilize a country’s financial systems, 
distort market forces to the detriment of legitimate banks and businesses and allow 
the criminal to enjoy the proceeds of their unethical actions.[58]   The distortion of 
the natural market occurs by institutions benefiting from criminal funds attracted at 
below market rates (as the criminal is only concerned about entering the legitimate 
banking system, not with value for money).Once money laundering becomes prolific, 
however, market distortions may become such that normal business planning is 
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impossible and institutions rapidly begin to become unstable.Because criminal 
organizations typically seek to quickly expand operations in any area, weaknesses in 
financial institutions’ systems or procedures can be exploited to the maximum.[59] 

The Purpose of the Legislation 

It is very interesting that out of the three persons interviewed, two felt that money 
laundering was not widespread in The Bahamas.  When asked the question: "How 
widespread do you thing money laundering is in The Bahamas," Mr. Archer 
responded that even though he does not know exactly because of the clandestine 
nature of the activity, he reasoned that money laundering is not a major problem in 
our banking system and is not widespread.[60]   Janis McDougal in answer to the 
same question stated categorically that money laundering is not widespread in The 
Bahamas.[61]  

This led to the question of why this legislation is being introduced in The Bahamas at 
this time.The stated reason in the Act itself is to ".…facilitate the combating of the 
laundering of proceeds derived from illegal activity including drug trafficking and for 
that purpose to impose upon certain financial institutions regulatory 
requirements.[62]   McDougal believes that the Act itself is more preventative. She 
stated that as a result of the damaging effects of money laundering throughout the 
world, including the USA and South America, The Bahamas is aware of the serious 
negative effect it has had on the economies of those countries, so The Bahamas 
passed the legislation more as a precautionary measure.[63]   Archer believes that 
the strength of the legislation is its value in terns of its deterrence.[64]   

Some Comments on the Bahamian Legislation 

A report published in the United States has praised The Bahamas’ initiative in money 
laundering.The passage of new money laundering legislation in The Bahamas 
reflects an increased emphasis by the government of The Bahamas to combat 
money laundering, concluded an international report.And this new legislation should 
significantly strengthen money laundering controls said the report released by the 
United States Department of State in March, 1996.[65]  

However, The Bahamas will need to enforce its new legislation vigorously advised 
the report, especially the requirements for recording and reporting transactions.  
Further, The Bahamas will need to undergo evaluation of its money laundering 
controls by the Caribbean Financial Action Task Force so that it is ensured that 
appropriate implementing regulations are enacted; this action has been postponed 
until after implementation of the new money laundering law, the report added.[66]  

The report evaluates the counter-narcotics situation in major drug source and transit 
countries around the world.It concluded that The Bahamas will remain a major transit 
country for United States-bound Colombian cocaine and Jamaican marijuana, 
despite significant reduction over the past ten years of the volume of drugs moving 
through the country.However, if The Bahamas continues to cooperate fully with the 
United States government to fight international narcotic cartels, the report stated, 
then it will be able to more efficiently carry out its counter narcotics efforts.[67]  

The report concludes that "The Bahamas remains a dynamic financial services 
center and tax haven with bank secrecy laws, conditions conducive to money 
laundering.  During 1995, the government of The Bahamas extended its efforts to 
fulfill the objectives of the 1988 United Nations Convention by adopting stronger 
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money laundering legislation and moving to strengthen its justice system…but the 
Bahamian government has delayed enacting this legislation until implementing 
regulations are ready and financial institutions can be educated on the provisions of 
the new law.  We expect the government  of The Bahamasto enforce this legislation 
vigorously," continued the international report on narcotic control strategies, "but it 
has only a limited capacity to conduct complex counter-narcotics investigations." [68]  

Professor Barry Rider Comments 

Professor Barry Rider, Director of the Institute of Advanced Legal Studies at the 
University of London, and the author of several books on the subject of money 
laundering and the control of financial crimes, criticized The Bahamas government’s 
new Money Laundering Act."My criticism of your legislation is that it doesn’t go 
anywhere far enough.  Your cutoff with offenses other than drugs is an offense that 
carries five years’ imprisonment.  Well, that’s a pretty serious crime.  Most other 
jurisdictions that have money laundering legislation, it is usually defined as any crime 
that’s indictable," stated Rider.[69]   He told the members of The Bahamas Institute 
of Bankers that money laundering is a multifaceted problem.  Terrorist organizations, 
governments and criminal organizations have just as much need to launder money.  
"So laundering is not concerned simply just with drug money and that is a very big 
mistake that a  number of governments make."[70]  

Analysis and Opinion  

It is important that the United States report noted that The Bahamas only has a 
limited capacity to conduct complex counter-narcotics investigations.  It is the lack of 
sophistication, certainly compared to the well-financed money launderer, which is a 
major cause of concern. 

There will always be someone somewhere who will be prepared to prostitute his or 
her integrity and profession by receiving or facilitating the transmission of funds from 
illicit sources.Indeed, it is more or less a safe bet that there will always be 
governments or at least agencies of government that are equally prepared to 
compromise.  The ultimate solution in terms of such countries and administrations 
must be political, but while we await the arrival of utopia, the appropriate strategy for 
The Bahamas would appear to be to make it so uncomfortable, tiresome and 
expensive for the crooks to wash their ill-gotten gains through our banks or financial 
institutions, they will find another more 'attractive' venue.As a consequence of this 
strategy, even quite proper and acceptable business will be disadvantaged and 
required to submit itself to additional regulatory burdens, risks and expenses.There 
is the risk that there will be at least a perception that the system has become 
uncompetitive and unattractive to business that has the ability to relocate or at least 
move its money through some other channel. 

Our goal, at this point should be to make it as difficult and uncomfortable as possible 
for the money launderer.We must accept that we cannot hope to completely 
eradicate money laundering.  Indeed, none other than the Governor of the Central 
Bank of The Bahamas stated: "Of course it will be foolhardy to believe that this 
legislation guarantees that The Bahamas’ financial industry is now invulnerable to 
money laundering activities."[71]   As will be noted in successive chapters, this does 
not appear to be the view of some of the leaders of The Bahamas who have been 
known to make statements that imply that the passing of the money laundering 
legislation is enough to discourage completely the money launderers from ever 
attempting to use the banks and financial institutions in The Bahamas to launder 
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dirty money. 

CHAPTER 5 - MONEY LAUNDERING AND CORRUPTION - 
TWO SIDES OF THE SAME COIN 

Corruption - Some Background 

The Bahamas, with its history of alleged high level corruption and questionable 
persons in leadership positions, must deal with the issue of official corruption if it 
ever hopes to deal effectively with money laundering, notwithstanding the 
legislation.  The enforcement of the Act will be based, in the final analysis, on the 
political will of the country’s leaders.  If they themselves benefit from corruption, it will 
make the enforcement of the money laundering legislation ever so difficult.The 
involvement of major international figures in various money laundering schemes is 
evolving into an even greater problem than the financial crime itself.  The bigger 
concern being recognized internationally is the connection between money 
laundering and official corruption.  Once considered a dirty word even to discuss, 
corruption now seems to be considered complementary to money laundering.[72] 

From the late 1970’s and early 1980’s, prosecution of drug-money laundering was 
tied to aiding and abetting the crime of drug trafficking.In later years, with the 
passage of the Money Laundering Control Act in the USA, certain "Specified 
Unlawful Acts" were listed as predicate offenses.  Banking institutions were 
introduced to the term ‘willful blindness’ and both banks and other businesses were 
scrutinized more closely regarding those on behalf of whom they were transacting 
business. 

Indeed, most banking organizations have become extremely diligent in combating 
any hint of money laundering under their ‘know your customer’ directives.  It is clear 
that presently the players of major international money laundering are not primarily 
drug traffickers.[73]   Banking institutions are no longer the main perpetrators of 
money laundering schemes.  While the arenaof businesses involved in illegal 
transactions has expanded, nothing has grown more rapidly that international 
corruption activities.  The significant other side of the drug-money laundering coin is 
corruption and the role played by a host of individuals in an array of corrupt activities. 

Corruption is nothing new, but in the late 1990’s, with privatization expanding in 
newly democratized governments all over the world, the age-old practice of payoffs 
will get even more widespread media attention.Open markets are exposing a variety 
of corrupt practices, including bribe-taking by public officials.Of even more concern 
to banking organizations is that private banking is being used by those who benefit 
from corrupt activities.  Indeed, banks themselves are being identified as the 
surrogate investors of some of the proceeds of crime.  Corruption payments, like 
dirty money, need to be covered up and money laundering techniques are often the 
solution for those involved in corrupt activities. 

Transparency in Business 

The revelations of international corruption are described as multitudinous  in 
scope.There is presently a demand for transparency in business transactions, as the 
standard way that business should be conducted.In the call for transparency, 
however, and the moves by many countries to pass laws prohibiting corruption, there 
are few examples of punishment for the well-heeled purveyors of payoffs who did not 

http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn72
http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn73


perform above board.  Indeed, Professor B. K. Rider gave several examples of 
British financial criminals who while admitting their crimes, were given no more than 
what appeared to be a slap on the wrist for laundering millions of pounds.[74]   In 
recent years, there was very little if any enforcement of the transparency 
requirements or similar laws in those countries that passed such laws. 

As the stories of high level corruption are discovered and publicized, we see some of 
the methods used by perpetrators to legitimize their kickback and bribe money.  
Some spectacular examples have occurred throughout the world, demonstrating 
money laundering activities on behalf of some of the most prominent politicians and 
businessmen.  Very little has been done to address these matters in any substantial 
way. 

Recent Examples of International High Level Political Corruption 

No area of the world is exempt from this type of involvement in money laundering.   
Listed below are some recent examples of money laundering and high level political 
corruption:[75]  

 In Mexico, former president Carlos Salinas’ brother Raul was arrested and 
accused of taking money from both drug traffickers and foreign companies 
wanting to do business in Mexico.  

 Colombian president Ernesto Samper was accused of accepting $6.5M in 
drug money for his election campaign.  His Minister of Defense went  to 
prison.  Part of the significant evidence of his crime centered on 
international banking transactions used to launder these proceeds which 
were said to have originated from the Cali cartel.  

 Within the last three years, presidents have been forced out of office in 
Brazil and Venezuela because of massive charges of corruption and money 
laundering.  

 In South Korea, two former presidents have been convicted of bribery along 
with top business leaders.  

 In India, several former cabinet members have been indicted on money 
laundering and corruption charges.  In most of these cases, large amounts 
of money were sent through various legitimate financial institutions in an 
effort to show the funds as originating from legal sources.  

 Former Indian communications minister Sukh Ram was in London receiving 
medical treatment when police raided his New Delhi home in August 1995 
and found more that $1M cash stuffed in suitcases, plastic bags and 
bedding.Ram, who had presided over India’s $26 billion telecom 
privatization program had been suspected of taking bribes and kickbacks.  

 The head of Dai-Ichi Kangyo Bank Limited in Japan, Kuniji Miyazaki, 
committed suicide in June 1997, after two days of questioning about his 
role in payoffs to "sokaiya" corporate extortionist Ryuichi Koike.Koike is 
suspected of having extorted funds from Nomura Securities Company 
Limited.  

Political Corruption in The Bahamas  

As mentioned previously, The Bahamas has had its share of high-level corruption.  
On summarizing the evidence given before the 1984 Commission of Inquiry 
appointed to investigate allegations of drug trafficking through The Bahamas, the 
Commissioners made certain observations concerning Kendal Nottage, lawyer and a 
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senior Cabinet Minister in the Pindling Government: 

It may well be that Mr. Nottage did not know of Caruana’s (a convicted fraudster and 
felon) criminal record and his association with an organized crime family.  
Nevertheless, a prudent man, such as we would assume Mr. Nottage to be, would 
make inquiries of the character of the person with whom he was dealing behind the 
corporate veil and thus avoid the risk of entering into a joint venture with an apparent 
criminal and the consequent effect upon the reputation of a person of Mr. Nottage’s 
standing as a Cabinet Minister.Mr. Nottage now realizes the position and is anxious 
to divest himself of his interest in the Islander Hotel.But in the meantime, the fact is, 
whether he realized it or not, [that] (sic) he has been fronting for Caruana. [76] 

In another Commission of Inquiry into the operations of Bahamasair (the national 
flag carrier, where politically appointed chairmen were always high level senior 
Cabinet Ministers), the Commissioners concluded that two Cabinet Ministers were in 
receipt of large kickbacks on the purchase of airplanes from a Canadian 
company.[77]   The Commissioners recommended that prosecution should be 
instituted into the conduct of Darrell Rolle and Philip Bethel (both former Chairmen of 
the airline) in respect of the disposition of the commission paid by Boeing De 
Havilland on the sale of Dash-8 aircraft to Bahamasair.[78]  

High-level corruption in The Bahamas has been clearly documented.  Although the 
government has recently changed, the present Prime Minister is himself a former 
Cabinet Minister of the PLP.  Indeed, most of the FNM are former PLP’s who, at one 
time or another, broke ranks with the party.  Note also that corruption, by its very 
nature, is mostly brought to light years after the event.The normal course of events, 
at least as it pertains to The Bahamas (and indeed other third world countries as 
well), is that when a government is changed, a Commission of Inquiry is called to 
investigate the wrongdoing of the previous government. 

This is to say that such high level corruption could be occurring as this paper is 
being written, but because of the nature of the crime, it most likely will remain 
uncovered for years.Like money laundering, sometimes other financial crimes set 
out to deliberately confuse investigators.Those charged with the detection and 
investigation of such matters need to be alerted to the implications of a process that 
has been carefully designed and structured with the objective of minimizing 
exposure and thus, the risk of interference.  Sadly, Bahamian legislators have, 
knowingly or unknowingly, failed to appreciate the complexity of money laundering 
and high-level corruption in terms of their both character and objectives.  Legislators 
have taken for granted a somewhat stylized model that rarely conforms to reality.  
Indeed, given the nature and expertise (not to mention resources) of those involved 
in this industry, there is every incentive for their services to be adapted to take full 
account of any new threat, including legislation. Their culture is one of evasion and 
adaptation. 

Analysis and Opinion 

Leading political figures have long been the ones to drag their feet in implementing 
meaningful laws against money laundering.In my opinion, corruption has slowed 
down the legislative train and clouded the true intentions of government officials at 
the highest level in many countries, including The Bahamas.While corruption in 
international business is commonplace if not widely accepted, the same should not 
hold true for legitimate democratic governments, which were elected, hopefully, for 
moral as well as economic reasons.  Given the glare of publicity indicating that top 

http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn76
http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn77
http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn78


political leaders are themselves mired in corruption, these events will certainly not 
endorse the principle that laws should be obeyed by all.  There is a need for more 
laws with teeth.The only effective judge that can objectively assess the correlation of 
corruption and money laundering is a discerning voting public, who should have zero 
tolerance when it comes to corruption of public officials. 

CHAPTER 6 -SOME DIFFICULTIES ENFORCING THE LAW 

Introduction 

This chapter will discuss some of the reasons why The Bahamas may have some 
difficulty enforcing its recently enacted money laundering legislation.  The difficulties 
of explaining a highly complex technical matter to the jury and the difficulties of the 
prosecution and the judges in understanding and applying customary law to cyber 
crimes are noted.  The traditionally high levels of alleged corruption in the Bahamian 
society, and especially in the financial institutions, are also noted.  The dependence 
of the police on the financial institutions to provide first-hand information and the 
correspondent dependence of the financial institutions on their customers (some of 
whom will be money launderers) are discussed in this chapter.  Education may be 
the key to informing the population on the societal dangers of money laundering.  
This chapter also lists a chart on successful money laundering prosecutions from 
several European countries and addresses some fundamental questions, including 
the main thesis question: Is the money laundering legislation in The Bahamas 
enforceable_  Did The Bahamas come under political pressure to pass some money 
laundering legislation_ 

Organized Crime in The Bahamas  

Organized crime constitutes any enterprise, or group of persons, engaged in 
continuing illegal activity, which has as its primary purpose the generation of profits 
irrespective of national boundaries.[79]  Whether or not the Bahamian police 
authorities recognize that organized criminal elements may be operating in The 
Bahamas is still unknown.As an entity, there is no specific branch on the police force 
that deals with organized crime per se, regardless of how it is defined.  Indeed, it 
was not until recently (in the 1980’s) that the British police (with whom the Bahamian 
police identify and mimic as far as possible) finally developed and organized a 
specific unit to deal with crime of what is referred to as "the North American 
pattern."[80]   It was said that senior police officers resolutely refused to accept that 
there was an organized crime problem in the U.K. until relatively recently.[81]  

Although the two societies are different, the situation in the U.K. is important for 
several reasons, not least that the Bahamian authorities receive most of their training 
in the United Kingdom, as have most Commonwealth countries police force 
personnel.Some other reasons include the lack of (until recently in Britain) a 
centralized intelligence and investigatory capability to assess and interdict organized 
crime, very similar legal traditions and laws, and the importance of economic related 
activity.[82]   Indeed, when questioned on the extent of money laundering in The 
Bahamas, Detective Inspector Neely of the DEU was quick to point out that "….it is 
hard to believe that in a country with a financial center as big as ours that no money 
is being laundered."[83]   This contradicts the claims of the Central Bank official and 
the representative from the Office of the Attorney General who claim that money 
laundering is not "a problem in The Bahamas."  To date, however, the DEU, 
preliminarily set up to deal with drug trafficking, is the unit of the Royal Bahamas 
Police force that has been given the task of investigating reports of money 
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laundering.  There is still no specific unit to deal with financial crimes such as money 
laundering. 

The Investigators 

The Royal Bahamas Police Force consists of approximately 1,500 individuals, and 
the Royal Bahamas Defense Force is manned by 800 persons, who are all 
concerned with crimes of violence, illegal alien smuggling, drug trafficking and a 
crime rate that appeared higher in 1997 than ever before in the history of The 
Bahamas.  The Defense Force is constitutionally limited to the protection of the 
country’s coastal areas, and although it would arrest drug traffickers if they were 
found on the open seas, the Defense Force would not be involved in the correlating 
economic crimes such as money laundering . 

The Bahamas is a small developing nation, with a national budget of only 
$968M.[84]   Of that amount, $61M[85] is allocated for law enforcement, which 
includes salaries, provision of vehicles, housing, maintenance of patrol boats, 
maintenance of the air fleet, maintenance of buildings, provision of sub-stations on 
the widely dispersed family of islands, armory andtravel expenses.I estimate that at 
least 5 percent ofthe police force are used to carry out non-traditional duties, for 
example, guarding politicians, chauffeuring the Chief Justice and posing in the front 
of historical buildings for the benefit of tourists.Another 10 percent are used to 
perform clerical duties, including general office duties like payroll, kitchen personnel, 
persons manning the police criminal records office, traffic police, the Royal Bahamas 
Police Band, and other civic and ceremonial duties.With vacations, training, and sick 
days in this equation, and the fact that The Bahamas is an archipelago spread over 
more than 100,000 square miles with over 700 islands and cays, we effectively have 
approximately 1,000 police officers on duty at any particular time.Out of that amount, 
the number of them who are even computer literate is anyone’s guess.[86]  

Money laundering crimes can be very sophisticated, are tedious by nature and may 
take a long time to solve.The modern criminal interested in economic crimes may be 
using technology to transfer funds to an offshore environment.The police authorities 
must be up-to -date and proficient with the use of the electronic commerce system, if 
they are to stand any chance against the experienced cyber crooks. 

Added to this is the fight for budgetary allocation.When there is a problem with 
violent crime in a society where politicians are after the popular vote, the community 
would opt for additional police cars, bulletproof vests and advanced radios, as 
opposed to computer training, or the training of cyber cops.Indeed, given the state of 
violent crime in The Bahamas, it is likely that the police department will be unable to 
justify funding high-tech crime units and more tangible things that the voter can "see 
and touch"(for example, police cars and bullet proof vests) will probably get the lion’s 
share of the budget. 

The technology used in the force will most likely not be the latest technology 
available.  When it comes to computer technology, law enforcement management 
historically has demonstrated an aversion to being a market leader.[87]  To quote a 
recent paper: 

If computer technology is purchased, it must first be proven in the private sector as a 
workable solution.Hence, exposure to advancements in this type of technology is  
delayed by a mindset only comfortable with proven (that is obsolete) 
products.Needless to say, it is difficult to keep up with a criminal fleeing the scene of 
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a crime driving the latest model Porsche, when the pursuit vehicle is the equivalent 
of a reliable family car.If this is difficult to believe, stop by the local police station 
some day and ask the  desk sergeant who handles complaints about crime on the 
Internet. After explaining what that means, be prepared for the following response: 
‘Sounds like a civil problem to me, sir.Have you contacted your corporate 
attorney_’[88] 

Additionally, such crimes seldom remain in a single jurisdiction, and this issue is one 
of the primary reasons why The Bahamas would have problems investigating this 
type of crime.  The Police Force is funded by taxpayers from The Bahamas, and the 
politicians of today are inclined to ensure that the funds are spent on activities that 
benefit (or appear to benefit) those who pay the taxes. Unfortunately, money 
laundering crimes and investigations do not usually satisfy this philosophy and may 
very easily cross geographical borders. It would not be unusual to find that an 
investigation has spilled over into another jurisdiction because of the discovery of 
additional facts or victims or that the trail of the money launderer leads to some other 
country.  No longer is it sufficient to understand the laws of a country; one must be 
also be able to articulate the legal concepts of a dozen or more countries where 
money launderers may gather because of a lack of extradition treaties or absence of 
money laundering legislation. 

The Prosecutors 

The Office of the Attorney General has finally standardized its computer equipment, 
and after two years, has networked its computer systems.The prosecutors, usually 
British-trained lawyers, who still today do not have a data processing course in their 
curriculum, have traditionally been known to be further behind the technological 
curve than any law enforcement department when it comes to in-depth, hands-on 
experience with computer technology.[89]   Yet these prosecutors are expected to 
explain to a lay jury (who on average may not be computer literate) the intricacies of 
a complex money laundering operation that is spanning several borders and 
involves, say, millions of dollars.  Make no mistake, trials that involve sophisticated 
money laundering transactions can be highly technical.  Terms and phrases that 
might even confuse most persons with some computer knowledge must be clarified 
in detail so that no jury member walks away confused as to what happened.This is 
critical because confused jurors tend to vote not guilty.  So we are faced with 
prosecutors trying to explain to a jury, concepts that even they do not fully 
understand.[90]  

Further complicating the prosecution are factors related to the lack of legal 
precedent.  Judges prefer following legal precedent and very little case law exists on 
money laundering crimes, especially cyber crimes involving the electronic commerce 
system.  As a result, prosecutors and judges have few guidelines to fall back on 
when attempting to apply200-year-old laws to legal situations never envisioned by 
the framers of the constitution.Being human, most judges are reluctant to formulate 
new case law that may be reversed by a higher court because the money launderer 
is most likely better able to hire the best legal brains, so most prosecutors and 
judges tend to err on the side of caution in these cases and give the money 
launderer a break in legal decisions that may otherwise result in prison sentences.  
As indicated earlier, even when convicted, the electronic money launderer will 
probably be sentenced to community service or a very short time in prison.Indeed, it 
may not go as far as the judge because smart lawyers may be able to persuade the 
jury that money laundering is a victimless crime because no overt violent act 
occurred. 
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Corruption 

The issue of high level corruption in The Bahamas has already been noted above.  
This is another reason why The Bahamas will find it difficult to enforce money 
laundering legislation, because corruption itself may have become contagious, 
spreading like a cancer to other sectors of society because of the example set by 
those in authority.  Indeed, the history of The Bahamas, from piracy in the 19

th
 

Century, to rum-running during Prohibition in the USA, to drug smuggling in the 
1980’s would lend some credence to this.  According to Detective Inspector Neely, 
when asked how widespread money laundering is in The Bahamas: "Over the years 
the police have instigated investigations based upon our knowledge of Bahamian 
citizens or others who are alleged to be involved in drug trafficking.  And because of 
their way of life, the way they live, their assets, it is reasonable for us to conclude 
that they have benefited, or that they have laundered their ill gotten proceeds.  And 
that is the thrust of it for the time being, but we have not received any reports that A 
or B has laundered money in The Bahamas.So when it comes down to how 
widespread is money laundering in The Bahamas, we simply do not know. But we do 
know that there are lots of people in this country who have benefited from drug 
trafficking.But how much money is being laundered or how many complaints of 
money laundering are going on in this country, we wouldn't know because those 
reports are not coming in as yet."[91]    

It is this author’s opinion that even the banking institutions themselves may have 
been contaminated with the desire for quick and easy money.Most Bahamian 
financial institutions are staffed with honest persons, although some employees are 
not so honest.A dishonest person who works for a financial institution that is able to 
help launder funds is easily corrupted.A U.S. Senate Committee on Government 
Affairs in 1985 noted: "Money laundering is now an extremely lucrative criminal 
enterprise in its own right.  The Treasury’s investigations have uncovered members 
of an emerging criminal class -  professional money launderers who aid and abet 
other criminals through financial activities.These individuals hardly fit the stereotype 
of an underworld criminal.  They are accountants, attorneys…and members of other 
legitimate professions.They need not become involved with the underlying criminal 
activity except to conceal and transfer the proceeds that result from it…money 
laundering, for them, is an easy route to almost limitless wealth."[92]  

Under the new money laundering legislation, the police are dependent on the 
financial institutions to be the first line of defense and to report the suspicious 
transactions to them.  Indeed, the following excerpt from my interview with Detective 
Inspector Neely reveals just how dependent the police are on the financial 
institutions to be the first line of defense in enforcing the new legislation:[93]  

Bain: So you are saying that as a front line defense, you are depending on the 
banking institutions to inform you_ 

Inspector: Certainly!  I think that when you talk about raw money laundering, that is, 
a person who wants to just launder big money  through our country, if it is ill gotten 
money, we will have to depend a lot upon the banks and the other institutions 
affected by this legislation -- because they are required to disclose.  Without them 
disclosing, we the police would not know.What the police do know is that Aor B is a 
drug trafficker, A or B has lots of money, and maybe we can conclude that by the 
way they live, by the things that they have, and based on that, we could then begin 
our investigation to target A or B.But what about C and D who never come to the 
attention of the police_  C and D may be moving big sums of money from one bank 
to another bank through our jurisdiction to some other jurisdiction and it can be 

http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn91
http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn92
http://www.spgi.org/articles/bain_APracticalAnalysis.shtml#_ftn93


illegal money.C and D may never step foot in our country,but may send 
representatives to meet with some persons on their behalf just to pass money 
through our jurisdiction.But if the banking institutions become suspicious of these 
transactions and they disclose them, it is going to give us a chance and we may get 
to know something about C and D.These may very well be persons whom we were 
looking for over a period of time, but we were unable to get that information.Unless 
we have sufficient information and we can go by ourselves before a court and satisfy 
a magistrate that we need to pry into any person’s account, we will be unable to go 
into anybody’s bank account to determine what is going on. 

Bain: Inspector, when you speak you constantly refer to the local money launderer.  
What about the sophisticated foreign money launderer coming into The Bahamas or 
using electronic mailing systems transferring funds wherever, using our institutions 
to transfer money and launder money without coming here, using SWIFT or other 
forms of electronic transfer payment systems to do it_What do you have in place to 
combat that type of launderer_ 

Inspector:  Well, I have indicated that htmlect of it would not be known to the police 
officers.  That will never come to our attention, unless the institutions  through whom 
those funds are passing become suspicious of these transactions and make a 
disclosure.  Without that, we would never know of these persons. 

The police obviously are placing a lot of responsibility on the financial institutions to 
disclose what they (the bankers) see as "suspicious activities."  But if the financial 
institutions themselves have been corrupted, or because of their desire to receive 
above average earnings on their activities, this dependence may not prove fruitful or 
may not work the way it was designed to work.Financial institutions themselves must 
put systems in place to ensure that corrupt staff members arenot secretly using the 
institutions to assist the money launderer.One of the first steps is training of staff in 
the financial institutions, because it appears that the front line staff are not 
adequately trained.  For instance, it was noted at a recent money laundering 
conference that most businesses train their senior officers and board members, but 
the people who are in a much better position to spot money laundering problems are 
the people on the front level such as tellers and those in sales.The training that 
trickles down to them is not always of the highest caliber.  Yet it is the people on the 
shop floor who will keep the directors out of prison.[94]  

Places like The Bahamas also face another problem, which has been noted above 
but not dealt with specifically. Offshore financial centers such as The Bahamas face 
the problem that money laundering legislation may tend to drive away good business 
along with the bad.  Any organization that complies with the strict letter of the 
regulations may find it very hard to retain and attract clients. If an organization is 
known to be making reports to the authorities,[95] then that organization may find 
that people may not want to use its services.The persons attracted to offshore 
centers are those that are very private in their dealings and they may perceive that 
the institutions in question may be too free with their personal information. The trick 
is for legislators to find the right balance between not attracting the illegal money 
launderer, while making the legitimate customer feel at ease with his desired level of 
confidentiality.The legislation must not be so restrictive that it paralyses a 
blossoming offshore banking industry. 

The Bahamas -Arrogant Authorities_ 

Another thing that stands in the way of enforcing the money laundering legislation is 
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the arrogance of the Bahamian authorities, especially those in the government, who 
seem to display very little understanding of the complexities of a money laundering 
operation.This was demonstrated recently when the United States Ambassador to 
The Bahamas, Sidney Williams, told a meeting of the Joint Task Force (a 
USA/Bahamas counter narcotics group) that the United States government is 
"disturbed" that criminal organizations from Russia are attempting to use certain 
Caribbean jurisdictions for money laundering.[96]  He also said that the USA is 
looking forward to an " impartial evaluation " of the Bahamian money laundering 
controls by the Caribbean Financial Actions Task Force later this year.[97]    This led 
to a very defensive response from the government, when the Deputy Prime Minister 
and Acting Prime Minister quickly issued a statement that "The Bahamas 
government is not aware of any attempt by criminal organizations from Russia or 
Eastern Europe to infiltrate The Bahamas."[98] He dismissed the Ambassador’s 
claims in a very non-diplomatic and insulting way as "nonsense."[99]  He went on to 
refer to the Money Laundering Act, which he claims has been effective in cutting 
money laundering activities[100] (this has never been quantified by the 
government).  In the opinion of this author, The Bahamas should welcome the 
remarks by the U.S. Ambassador.As the Ambassador serves as his country’s official 
representative in The Bahamas, he is unlikely to have made such a statement 
without the calculated intent of conveying a very specific message to the Bahamian 
government.  Indeed, with the kind of sophisticated intelligence and security 
equipment that has been and is being developed -- much by the United States -- it 
would come as no great surprise to find that the Americans may be tracking and 
monitoring the course of illegal activity to and from The Bahamas and the 
Caribbean.  The editor of The Tribune wrote in response to The Bahamas 
government’s statement that we should not be surprised by the Ambassador’s 
comments.[101]   She stated that we are just minnows daring to swim from our out 
island fish pond into a global ocean and shortly we will find our new environment 
filled with "unsavory predators capable of swallowing minnows in a single gulp.[102] 
  We should be fully aware of the dangers, instead of presenting an "it-can’t-possibly-
happen-here" attitude.  We should understand that it could happen here 
notwithstanding the new money laundering legislation. 

Is Legislation Enough_ 

The reaction of the Bahamian authorities implies that the mere passage of the 
legislation would be a panacea for the money laundering problems experienced thus 
far.  If this is so, this would be considered a simplistic interpretation of the effects of 
the legislation that was passed but that The Bahamas may not have the capacity to 
enforce.  It has already been mentioned that The Bahamas "…has only a limited 
capacity to conduct complex counter-narcotics investigations," [103] yet this 
government appears to feel as if the legislation and a 2,000-strong police force is the 
solution to a complex, global, and high tech problem.  Indeed, on political platforms, 
the FNM government boasts about the reduction in drug trafficking through these 
islands.Nevertheless, for some reason, The Bahamas is still being designated as "a 
major transit country affecting the United States," according to the 1996 International 
Narcotics Control Strategy Report (INCSR).[104] This apparent paradox led to an 
editorial by the editor of a daily newspaper calling for a simple explanation.The editor 
wrote: 

On the one hand, Deputy Prime Minister Frank Watson is singling praises for The 
Bahamas having been successful in turning back the drug traffickers and putting into 
effect demand reduction programs.And on the other hand, The Bahamas is still 
being regarded by the USA as a drug transit country affecting their fight against 
drugs.Something is crossed-eyed in this picture.There needs to be an explanation, in 
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simple language, which all can understand.  This should be an easy matter that 
could be resolved without fancy footwork and with no glib remarks.  This is a matter 
that could lend itself to the utmost of niceties in international diplomacy, a matter that 
could be kept simple with the necessary question being a simple "Why."  Instead of 
suggesting that the U.S. authorities explain the continued designation of The 
Bahamas, The Bahamas should ask the "why" question outright and demand a 
"straight" answer.  The Bahamian people expect as much (on all fronts) from the 
government they have chosen to represent them.  In the first place, Bahamians need 
to be told the truth about illegal drugs in their country rather that conflicting reports 
that change with every announcement.[105]    

Without an open mind to the problems and complexities of money laundering, the 
government may be, by its own actions, or lack of action, making it more difficult to 
conquer the money laundering problem. 

Other Considerations  

The civil law and in particular tax law can be used with great effect to inhibit the 
operation of criminal enterprises.  The courts have the power to assess and 
confiscate the 'earnings' of 'career criminals' under the Money Laundering (Proceeds 
of Crime) Act 1996.Tax and fiscal regulations have long been utilized against 
organized crime in the United States and to a lesser extent in other countries.  
Countries like The Bahamas that lack any form of direct taxes will be hard pressed to 
deal effectively with the money launderer without a structured system of taxation. 

One of the possible side effects of enhancing the enforcement potential of the 
authorities in seizing the fruits of criminal activity is that criminal organizations are 
encouraged to employ even more sophisticated processes in laundering their ill-
gotten gains. Hence, a potential reduction has been made in the flow of information 
which may be refined into intelligence and then used to undermine or inhibit the 
primary activity of the relevant criminal group.  This has proved to be a particular 
problem in regard to terrorist organizations and the Colombian cocaine cartels.[106]   
This is not to say that the intelligence value of such information is always greater or 
significantly more useful than an asset identification and removal program.  It does, 
however, underline the importance of an integrated and coordinated approach to 
these problems and the fact that enforcement of the law and the reduction of money 
laundering through The Bahamas involves more than the enactment of legislation. 

The Politics of Money Laundering Legislation 

It was noted above how the Money laundering Control Act in the USA has been 
expanded in each election year (including elections for Congress) -- 1988, 1990, 
1992 and 1994 -- which suggests at the very least some political consideration for 
the implementation and strengthening of money laundering laws. It was also noted 
that The Bahamas Act was passed on March 19, 1996, a few days before a well 
publicized tour of Latin America to attract offshore business to this country by the 
Prime Minister of The Bahamas, the Right Honorable Hubert Ingraham, indicating 
that the issue of money laundering is politically sensitive at this time in the history of 
this region. 

It should be obvious that the somewhat simplistic notions of money laundering that 
have been reported recently presuppose a clear understanding of money 
laundering.  The recent political utterances in the Bahamian press after the passing 
of the money laundering legislation, give credence to the claim by its critics that the 
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passing of the bill is nothing more than cosmetic window-dressing to appease the 
uneasy political climate in Washington.According to Detective Inspector Neely, there 
may have been "a little ‘positive pressure’ from the United States to encourage the 
Bahamian government to seek some money laundering legislation."[107]   When 
Janis McDougal was asked the same question, she responded with a cool, "No, I do 
not think so,"[108] and was unresponsive to further probing by this author.  This can 
be understood to some degree, given the political nature of her job at the Office of 
the Attorney General and the sensitivity of the successive Bahamian governments to 
criticism, especially from civil servants.This question was not asked to Colin Archer 
during his interview, but the true extent to whether political pressure was put on the 
government of The Bahamas cannot be known with certainty.We can only examine 
the circumstances surrounding the legislation, the current political climate and the 
international efforts being made to ‘encourage’ countries, especially those with well 
developed financial centers to strengthen their money laundering laws. 

At present, The Bahamas lacks the expertise and resources to consider seriously 
carrying out complex money laundering investigations that will place those 
responsible for money laundering in a Bahamian court of law.   When one considers 
that The Bahamas has an annual budget of just under one billion dollars and a 
police force with just two thousand men, compared to organizations that are willing 
to spend a billion dollars on one drug transaction, then the enormity of the task 
becomes clearer.  Given the resources, expertise and motivation of the money 
launderer, The Bahamas may never have sufficient resources to launch an effective 
fight against money laundering. 

Degree of Successful Money Laundering in Several European 
Countries 

When it comes to prosecutions of money launderers, few countries keep reliable 
statistics, often because laundering was only recently deemed a separate crime.  
Some experts in money laundering suggest that one of the reasons why launderers 
are not being prosecuted more frequently is because most anti-laundering regimes 
are still in their infancy, but the situation is said to be improving.The traditional 
centers in the Caribbean, for example, The Bahamas and the Cayman Islands, are 
now moving to make it easier for bankers to report suspect transactions without 
breaking bank secrecy laws, and for their financial institutions to cooperate with 
international agencies more easily. 

A report published in 1995 by AUSTRAC, Australia’s financial intelligence unit, 
concluded that between A$1 billion and A $4.5 billion (US$740m-3.3 billion) was 
washed through Australia each year.[109]  The best estimate was A$3.5 billion.  The 
report noted that if these figures are accurate, then Australian police were recouping 
barely 1% of all the dirty money that they guessed was flowing into the country – a 
surprisingly low figure given that Australia is widely acknowledged to have one of the 
most comprehensive anti-laundering regimes in the world.[110]  

To complete this chapter, I would like to produce some statistics without comments 
on the numbers of reported money laundering incidents in the U.K. and two 
European nations.  These statistics are produced to further the argument that 
despite having well developed laws and means to enforce those laws, a well 
developed financial sector, educated police, and an intelligence branch of the police, 
it is still very difficult to successfully enforce money laundering. 
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CHAPTER 7 -SUMMARY, DISCUSSION & CONCLUSIONS 

Summary 

The goal of this paper was to review the issue of money laundering and how it 
relates to financial institutions in the Caribbean region generally, and more 
specifically in The Bahamas. The complementary issues of corruption and electronic 
cyber crimes have also been discussed, all in order to address the thesis question: 
Is the money laundering legislation in The Bahamas enforceable_ While there is a 
over-abundance of information available on money laundering, this paper aimed to 
provide information from a different angle, showing a creative use of the material 
currently available and relating it generally to the Caribbean and specifically,to The 
Bahamas. It is hoped that this paper communicates a useful contribution to the 
knowledge of money laundering, and provokes some thoughts on issues to be 
addressed by further research. 

Some of the sub-questions that were addressed in this paper focused on the 
following: 

 The definitions of money laundering.  

 The relationship between money laundering and drug trafficking.  

 The modus operandi of the known money launderer and the stages of a 
typical money laundering operation.  

 The influences of computer technology in the process of and the battle 
against money laundering.  

 The effects of the electronic commerce system on traditional offshore 
banking.  

 The effect of money laundering on a country’s financial system.  

 The international financial community’s approach to money laundering.  

 The steps taken by the international community to discourage money 
laundering.  

 The role political consideration played in the decision to implement or 
strengthen money laundering legislation.  

 The effect of the policies of the USA on the developing countries of the 
Caribbean.  

 The steps taken by The Bahamas to discourage money laundering.  

 The relationship between money laundering and corruption.  

 The effectiveness of the steps taken by the international community and The 
Bahamas effective to reduce money laundering.  

A discussion of the major issues that affect money laundering in this region led to an 
overview of the complexities of the modern money launderer, the vast resources 
used to cover illegal activities, and some of the methods developed both 
internationally and regionally to deal with this problem.  Included in these issues 
were the issue of corruption, internationally and in The Bahamas; the power and 
influence of the United States with its extraterritorial reach in order to fight money 
laundering; and the relative size and lack of resources and expertise in The 
Bahamas. 

Given the vast amount of information available on this topic and the abundant 
theories as to the best method of curbing money laundering and the correlated 
activity of drug trafficking, several broad areas were used for comment to provide the 



focus of this paper. These areas were: 

1. money laundering as a global crime used by the sophisticated criminal with 
apparently unlimited resources;  

2. the issues that led to the passing of the legislation on money laundering in 
The Bahamas;  

3. the legislation itself and the resources committed to enforcing it;  
4. the insights obtained from the information reported by the individuals and 

institutions set up to monitor and enforce the law in respect to money 
laundering; and  

5. the actions taken due to those insights.  

This led to the specific thesis question: Is the money laundering legislation in The 
Bahamas enforceable_In an effort to address this problem, I reviewed the relevant 
literature both internationally and locally, conducted interviews and as a result, 
transcribed notes and recorded interview data.Additionally, with the assistance of 
those trained in the law, I also summarized and assessed practically the recent 
money laundering legislation with a view of commenting on its application and 
forming an opinion on its enforceability.  The major findings are summarized below: 

1. The Bahamas remains a destination of choice for offshore business which 
has attracted the money launderer to these islands;  

2. Drug trafficking and money laundering are still appears to be prevalent 
throughout the Caribbean region, and specifically, The Bahamas.  The 
Bahamas is still classified by the USA State department as a drug transit 
location, and by extension, a center for money laundering.  

3. High level political corruption has been an integral part of the Bahamian 
society for a significant length of time.There continue to be charges and 
indictments both inside and outside The Bahamas of leading politicians and 
high ranking civil servants.  

4. The ramifications of the electronic commerce system may have not been 
adequately addressed by the Bahamian authorities.  The Bahamian police 
authorities are still overly concerned with crimes of violence and may not 
have adequately addressed economic crimes.  

5. The Bahamas may not have sufficient resources, financial and otherwise, to 
adequately enforce the new legislation and regulations that pertain to 
money laundering in The Bahamas.  

6. Because case law and legal precedents are still evolving, the prosecutors 
and the judges themselves may not be able to present adequately cases of 
highly technical money laundering to a jury of laymen.  

Discussion and Conclusion 

Generally speaking, in order to succeed in reducing the instances of money 
laundering in The Bahamas and the Caribbean, the following general statements, 
which should be acceptable to both the offshore and onshore institutions and 
governments, must hold true.There must be good cooperation between onshore and 
offshore jurisdictions for all non-tax related inquiries of a serious nature.There must 
be good cooperation between most tax havens and onshore authorities in relation to 
anti-money laundering activities. There must be fair cooperation between onshore 
and offshore authorities if the transactions being investigated are the proceeds of 
acts, which would be a crime in both jurisdictions.  

Many of the larger offshore jurisdictions are signing specific bilateral treaties with 



major onshore jurisdictions to facilitate the provision of assistance, in relation to 
trans-border crimes in specific circumstances.  It is simply in their own commercial 
interest to do so.  No serious offshore jurisdiction will continue to develop and 
flourish if it can only do so by condoning criminal behavior.International cooperation 
and the strengthening of the international bodies such as Interpol and Caribpol are 
some of the suggested ways of fighting the international criminal generally and the 
international money launderer specifically. 

The processes involved in laundering money, or other forms of wealth, are not 
necessarily abusive or evil in themselves.   Simply keeping wealth secret may not be 
objectionable in either a legal or moral sense.  In certain circumstances, it might well 
be prudent and beneficial.It is also the case that law enforcement, even in the widest 
sense of the word, will never have sufficient resources to police all transactions 
designed to obscure the source of funds obtained from serious criminal activity.  It 
must be remembered that while the proceeds of illicit trafficking in drugs are vast, 
other forms of criminal activity such as terrorism, extortion, theft, art and cultural 
property-related crimes, securities frauds, and counterfeiting also produce sums well 
beyond comparison with many national economies.  Additionally, laws and 
enforcement policies which have been fashioned to address money laundering 
through conventional banking systems are of little practical relevance in the case of 
cyber crimes.  Thus, whatever devices the law has for detecting and controlling 
money laundering must be deployed strategically to best effect.  Those crimes that 
are highly dependent upon the reinvestment of washed funds, which are clearly 
referable to economic motives, are most susceptible to control through interrupting 
the financial pipeline. 

It must also be recognized that it is interruption of the flow of funds that is likely to 
achieve the most effective results.  The delaying of funds in transmission so as to 
cause liquidity problems for those engaged in operating a criminal enterprise is likely 
to be more effective in harming the criminal activity in question than in initiating 
difficult and expensive judicial proceedings which may or may not result in a 
forfeiture order. 

Even in situations where it is most unlikely that judicial proceedings will be feasible 
whether for evidential, jurisdictional, resource or even political reasons, it must never 
be forgotten that the intelligence value of information relating to the funding of 
enterprise and serious crime may be of critical value, both strategically and 
tactically.  As has already been pointed out, one of the possible side effects of 
enhancing the enforcement potential of the authorities in seizing the fruits of criminal 
activity is that criminal organizations are encouraged to employ even more 
sophisticated processes in laundering their ill-gotten gains. 

The most that can be hoped for is that a combination of devices will serve to render 
the objectionable stages of the laundering process relatively uneconomic.There will 
always be someone somewhere who will be prepared to prostitute his or her integrity 
and profession by receiving or facilitating the transmission of funds from illicit 
sources.Indeed, it is more or less a safe bet that there will always be governments or 
at least agencies of government that are equally prepared to compromise.  The 
ultimate solution in terms of The Bahamas must be political, and the appropriate 
strategy would appear to be to make it so uncomfortable, tiresome and expensive for 
the crooks to wash their ill-gotten gains through Bahamian banks or financial 
institutions, they will find another more 'attractive' venue.  As a consequence of this 
strategy, even legitimate and acceptable business will be disadvantaged and 
required to submit itself to additional regulations, risks and expenses.There is the 
risk that there will be at least a perception that the banking and financial systems in 



The Bahamas have become uncompetitive and unattractive to business that has the 
ability to relocate or at least move its money through some other channel. 

It may be impossible to stop effectively the laundering of money in any country of the 
world, and according to a United States report mentioned above, The Bahamas has 
only a limited capacity to conduct complex counter narcotics and, by extension, 
complex counter money laundering investigations.  While The Bahamas should not 
expect to halt money laundering and its penetration into the legitimate economy of 
the country, it intends to make such a proposition as difficult as possible, given its 
limited resources, both in terms of expertise and finances.   The issue of whether 
The Bahamas will be able to enforce the legislation will unveil itself in time, because 
the anti-laundering efforts are still in its infancy.At the time of writing this paper, two 
cases of money laundering came before the court and were both dismissed because 
of lack of evidence, which is not surprising given the lack of confidence and training 
of the judiciary in dealing with matters of a highlytechnical nature.  There is, at 
present, no clear and unequivocal answer to the thesis question: Is the money 
laundering legislation in The Bahamas enforceable_ 

If by luck, perseverance or some miracle, the money launderers are caught, the 
lawbreakers will be dealt with under the law to the best of the ability of the law 
enforcement agencies in The Bahamas.  The bottom line is that it is now an offense 
to launder money through banks and other financial institutions in The Bahamas.  
The financial community in The Bahamas and Caribbean must learn to say "no" 
money laundering, in the same way that people say "no" to drugs. 

It is hoped that this paper provokes the interest of students studying corporate 
finance or banking to continue the research in this area, especially in regard to the 
development and training of cyber cops and the real effect the recent money 
laundering legislation has had to decrease the incidence of money laundering 
through this region.Another recommended research topic is to review the  ways to 
strengthen the CFATF and other similar bodies in the war against the modern money 
launderer. 
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