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Crime, corruption and tax evasion drained nearly $950bn out of 

developing countries in 2011 according to figures published on Wednesday by US-based 

money laundering watchdog Global Financial Integrity (GFI). That’s about ten times the 

$93.8bn in official overseas aid invested in those countries in the same year. 

That sounds like a lot but the true costs may have been much higher. 

Illicit outflows rose 13.7 per cent to $946.7bn in 2011 from $832.4bn in 2010, or 10.2 per 

cent in real terms. Russia, China and India top the list of offenders, accounting for $427.4bn 

in 2011 between them. GFI estimates that illicit practices have cost China $1.08tn and 

$880.96bn in Russia between 2002 and 2011. 
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Over the ten year period, the Middle East and north Africa region registered the greatest 

growth in illicit fund transfers averaging 32 per cent per year, followed by Africa at 20 per 

cent a year. Africa has the smallest nominal share of regional illicit outflows (7.7 per cent) 

but the highest average illicit outflows to GDP ratio (5.7 per cent). 

It’s a tricky business quantifying the impact of corruption, as the study’s authors 

acknowledge: 

Many illicit transactions tend to be settled in cash, as parties involved in such transactions 

take great pains to ensure that there is no incriminating paper trail. Hence, economic methods 

and data sources tend to significantly understate [illicit financial flows]. 

The study focuses on “gaps” in trade data, where the invoices from the importer in one 

country don’t match the invoices from the corresponding exporter in another. This is a pretty 

good technique, according to the researchers, because such data are very closely monitored 

and tend to be accurate. But while the data may be accessible, there is a significant processing 

delay in many developing countries, which is why the latest figures are two years behind. 

Furthermore, changes to the methodology can make a big difference. GFI’s latest report uses 

matching pairs of invoices (where available) rather than aggregated figures. It also addresses 

China’s re-exports through Hong Kong, which skewed the figures in previous reports. As a 

result of these changes, Russia this year leapfrogged China in the illicit financial flow stakes 

to take top spot. 
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Even with the new methodology, the figures are likely to be “extremely conservative” says 

Dev Kar, one of the authors. 

They do not include trade misinvoicing in services, same-invoice trade misinvoicing, hawala 

transactions, and dealings conducted in bulk cash. This means that much of the proceeds of 

drug trafficking, human smuggling, and other criminal activities, which are often settled in 

cash, are not included in these estimates. 
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