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Executive Power & Corporate Crime



These words, jotted down by Lord Acton, a 19th-century British politician, perfectly 

capture the subtle dark change that power can have on the human soul. From 

ancient monarchies to modern democracies, power in its most concentrated form 

has built enormous empires while also destroying ethical foundations. What starts 

out as a tool for leadership and guidance can grow into a force that blinds, and 

consumes people. At its core, unchecked power blurs the difference between good 

and evil.
History has shown us time and again, the more power one gains, the more their 

morals bends, and what begins as influence quickly turns into dominance. Power, 

left unchecked, consumes not only the person wielding it but also the structures 

around them—causing the empires to fall, trust to erode, and tyranny reigns 

supremely. And in this reality, where there is no balance, absolute power truly 

corrupts absolutely.
In the corporate world, this maxim takes on a modern form, where the wielders of 

power are not kings and queens but directors, CEOs, and top executives. These 

positions, overloaded with authority and influence, often become the breeding 

ground for exploitation. In boardrooms where decisions affect thousands and 

profits stand as the sole metric of success, power can easily be misused.

Directors, CEOs, and executives, sitting at the peak of their organizations, tend to 

have massive influence not just on the livelihoods of employees but also on the 

ethical compass of the company itself. Decisions made in the shadowy corridors of 

power can result in scandals, fraud, or the prioritization of profits over people. The 

unchecked authority to manipulate stock prices, slash jobs, or skirt around 

regulations shows the same corrosive nature of absolute power that once marred 

emperors.

Introduction

Power tends to corrupt, and absolute power 
corrupts absolutely. Great men are almost 
always bad men, even when they exercise 
influence and not authority, still more when you 
superadd the tendency or the certainty of 
corruption by authority."

Lord Acton, 1887



Classical Liberalism and Centralized Decision 
Making in the Corporate

The concentration of power in the hands of directors and CEOs often 

mirrors the centralized authority in political systems that philosophers 

like John Locke, Jean-Jacques Rousseau, and Montesquieu warned 

against. John Locke argued that concentrated power leads to tyranny 

and that authority should be constrained by the rule of law and 

separation of powers. He insisted on limiting political power through 

the concept of the social contract. He argued that when power 

becomes concentrated in the hands of a few, it leads to tyranny, 

violating the social contract.

Similarly, in the corporate world, when corporate directors, CEOs, and 

top executives hold unchecked power over decision-making processes, 

it creates an environment ripe for misconduct. Just as centralized 

political power can lead to abuse, corporate executives who control 

key decisions without oversight have a high probability of exploiting 

their positions for personal financial gain, sidelining the interests of 

stakeholders, employees, and even shareholders. This concentration of 

power within corporations often eats away ethical governance and 

corporate responsibility.



How Executive Power Influence Decision-Making 
in Corporations?
Executive power in corporations acts as a 

steering wheel, shaping the company's 

course. CEOs and top executives wield both 

formal authority from their roles and informal 

power from their networks, reputation, and 

influence. This allows them to 

disproportionately affect the firm's strategic 

direction, making their decisions pivotal for 

the company's success and risks.

The concentration of power often centralizes 

decision-making, leaving a few individuals to 

dictate policies, including financial 

management. While this efficiency can boost 

agility, it creates vulnerabilities, particularly in 

governance. Executives’ unchecked power 

may go unchallenged, making it easier to 

implement decisions without adequate 

oversight, which can lead to governance and 

compliance risks.

Executives may exploit their control to chase 

short-term gains, sometimes crossing ethical 

or legal boundaries. When their decisions 

face minimal resistance or scrutiny, the risk of 

financial misconduct rises. Subordinates may 

rubber-stamp these actions, unwilling to 

challenge authority, which further 

exacerbates the dangers of power being 

concentrated in the hands of a few.

C
enteralized 

D
ecision M

aking 
D

ec
en

te
rl

iz
ed

 
D

ec
is

io
n 

M
ak

in
g 



How Concentrated Decision Making Creates 
Vulnerabilities for Financial Crimes?

The hierarchical structure of corporations often results in weak oversight of executives, allowing financial crimes such as fraud, embezzlement, or insider 

trading to go undetected for extended periods. Corporate boards, though tasked with oversight, can become complicit in maintaining the status quo, 

particularly when board members are selected by or loyal to a director or CEO. This lack of meaningful checks and balances allows executives to 

manipulate financial statements, obscure illicit transactions, or take advantage of loopholes in anti-money laundering (AML) policies without immediate 

consequence.
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A powerful executive may also control internal audits or inhibit whistleblowing efforts, creating a corporate culture that normalizes non-compliance and 

financial misconduct. In this environment, even well-intentioned employees may be disincentivized from reporting suspicious activity, fearing retaliation 

or the potential loss of career advancement opportunities.

This concentration of power further exacerbates vulnerabilities to financial crimes through the "tone at the top" effect, where the behavior of top 

executives sets an example for the rest of the organization. When executives demonstrate a disregard for AML regulations or ethical business practices, 

this behavior often trickles down through the ranks, creating an environment ripe for financial misconduct at all levels.

Executives may also foster a risk-taking culture where financial gain is prioritized over compliance, incentivizing employees to engage in questionable 

practices to meet aggressive financial targets. In such settings, even robust AML systems can fail, as employees might find ways to work around them, 

emboldened by the perceived impunity at the top. This culture of normalized non-compliance makes it increasingly difficult for external regulatory bodies 

to intervene in time as the very structures meant to ensure transparency and accountability are eroded from within.

In this section, we will discuss a series of case studies that help you understand how centralized power in the hands of top executives can lead to 

catastrophic corporate failures and large-scale financial fraud. By studying the collapse of Lehman Brothers and the fraud committed by its top 

executives, the fall of FTX and the unchecked authority of Sam Bankman-Fried, the corporate collapse of Theranos and the abuse of power by Elizabeth 

Holmes, and history’s biggest Ponzi scheme orchestrated by Bernie Madoff, we will be able to understand that unchecked, concentrated power enables 

illicit financial activities. 



From fraud and embezzlement to insider trading, these case studies will help you grasp how executives can bypass the very checks and balances 

designed to protect investors and stakeholders, resulting in widespread financial devastation and a breakdown of corporate integrity.

Case Analyses



Collapse of Lehman Brothers and 
Fraud Committed by Richard Fuld

The 2008 Lehman Brothers crisis stands as one 

of the most infamous cases of corporate 

mismanagement and financial fraud, in which 

top executives played a pivotal role. Lehman 

Brothers, one of the largest investment banks in 

the world, filed for bankruptcy after engaging in 

risky subprime mortgage investments and using 

deceptive accounting practices to conceal the 

company’s deteriorating financial condition. 



The executives at Lehman Brothers, including 

CEO Richard Fuld, used an accounting 

maneuver known as Repo 105, which allowed 

the bank to temporarily remove $50 billion in 

toxic assets from its balance sheet. This 

manipulation gave investors and regulators the 

false impression that Lehman was financially 

stable, even as the firm was nearing collapse. 

The result was a financial meltdown that 

triggered a global economic recession, costing 

millions of people their jobs, homes, and 

savings.

Had stronger AML practices and corporate governance 

regulations been in place, the outcome of the Lehman 

Brothers crisis could have been different. One of the 

major failings in the case of Lehman Brothers was the 

lack of transparency and accountability in its financial 

reporting. More robust AML regulations, particularly in 

terms of financial transparency and oversight, could 

have detected suspicious activities like the Repo 105 

transactions much earlier.



If financial regulators had imposed stricter reporting 

requirements for large-scale financial institutions and 

subjected executives to greater scrutiny, it might have 

deterred them from engaging in deceptive practices. 

Moreover, stronger enforcement of whistleblower 

protections and financial crime reporting could have 

encouraged insiders to come forward with information 

on Lehman’s misleading practices without fear of 

retaliation. Instead, the concentration of power in the 

hands of a few executives, combined with inadequate 

checks and balances, allowed these deceptive practices 

to continue unchecked.

01.



The fall of FTX and the downfall of its CEO, Sam Bankman-Fried, is a recent and striking example of how 

unchecked, concentrated power in the hands of top executives can lead to catastrophic failure. FTX, once one 

of the world’s largest cryptocurrency exchanges, collapsed in 2022 due to a combination of mismanagement, 

fraudulent activities, and the unchecked authority exercised by its leadership. 



Sam Bankman-Fried wielded nearly absolute control over FTX’s financial operations, making unilateral 

decisions regarding the company's investments, risk management, and customer funds. One of the most 

significant violations involved the unauthorized transfer of billions of dollars in customer funds from FTX to 

Alameda Research, a crypto trading firm owned by Bankman-Fried. This breach of fiduciary duty and lack of 

internal controls allowed FTX to take excessive risks without the knowledge or consent of customers, 

investors, or regulators.

FTX is just another example of the dangers of concentrated power and the absence of proper oversight in 

corporate governance. Sam Bankman-Fried operated in a largely unregulated space, with minimal external 

checks on his decision-making authority. This lack of oversight, coupled with poor internal governance 

structures, allowed him to manipulate FTX’s financials and make reckless decisions without accountability. 



Stronger anti-money laundering practices like transparent financial reporting, stringent risk controls, and 

independent audits, could have helped prevent the fraudulent activities that led to FTX’s collapse. 

Additionally, had there been board-level oversight, separation of powers, and more robust internal 

governance, the risks associated with concentrating so much authority in the hands of one individual could 

have been mitigated.

02.Fall of FTX & Unchecked Power of 
Sam Bankman Fried



The case of Elizabeth Holmes, founder and CEO of Theranos, exemplifies how unchecked executive power can 

lead to fraud, corporate collapse, and massive financial losses. Holmes, who claimed her company had 

developed revolutionary blood-testing technology, was found guilty of misleading investors, patients, and 

partners about its capabilities.



Despite the technology's failures, Holmes and her top executives continued to promote it as groundbreaking, 

concealing internal problems and presenting false data to maintain investor confidence. Holmes exercised near-

total control over the company, stifling dissent and fostering a culture with little transparency.

Later investigations revealed that Theranos lacked a strong board of directors or external auditors to hold 

Holmes accountable, enabling her to continue fraudulent activities unchecked. The absence of proper checks 

and balances allowed her to mislead investors for years, ultimately leading to the company's collapse when the 

fraud was exposed.



Independent audits, regular financial disclosures, and oversight from external regulatory bodies are essential 

pillars of stronger corporate governance. With proper accountability mechanisms in place, the risk of fraud 

could have been mitigated, preventing massive investor losses and protecting public trust in the biotech sector.

3. Collapse of Theranos & Power Abuse by Elizabeth Holmes

When a charismatic CEO like Holmes is able to dominate 
decision-making without adequate oversight, corporate 

collapses like Theranos are bound to happen.

03.Collapse of Theranos & Power 
Abuse by Elizabeth Holmes



4. History’s biggest Ponzi Scheme & Corporate 

Fraud by Bernie Madoff04.History’s biggest Ponzi Scheme & 
Corporate Fraud by Bernie Madoff

The Bernard Madoff Ponzi scheme, exposed in 2008, is one of the largest financial frauds in history. Madoff, 

CEO of Bernard L. Madoff Investment Securities and former NASDAQ chairman, used his reputation to 

convince investors of consistently high returns, while actually running a Ponzi scheme that used new investor 

funds to pay earlier ones.



His total control over the firm allowed him to manipulate records, withhold information, and maintain secrecy, 

deceiving both investors and regulators. This unchecked authority enabled him to orchestrate the largest Ponzi 

scheme ever.

Madoff's exclusive control over his firm's financial operations meant that no independent checks or audits 

could expose the fraud, allowing it to grow to an astronomical scale, affecting thousands of individuals, pension 

funds, charities, and financial institutions. The secrecy and manipulation involved—such as falsified account 

statements and the deliberate avoidance of external scrutiny—were key to maintaining the scheme. 



Had there been independent auditing, clear financial reporting, or regulatory enforcement of AML standards, 

Madoff’s deception could have been uncovered much earlier, preventing the devastating financial losses and 

widespread economic damage that ensued.

"Underneath the façade of strong reputation, corporate 
criminals like Bernie Madoff operate undetected and 

perpetrate massive frauds."



Anti-Money Laundering (AML) regulations targeting corporate executives are designed to address abuses of power by promoting 

transparency, accountability, and the prevention of financial crimes such as fraud, insider trading, and money laundering. These regulations 

work at both international and domestic levels to impose obligations on corporations and their leadership, ensuring that executives 

cannot exploit their positions to engage in or conceal illicit financial activities.

AML regulations in many jurisdictions, such as the USA's Bank Secrecy Act 

(BSA) and the EU's 4th and 5th Anti-Money Laundering Directives (AMLD), 

require corporations to establish strong internal compliance programs. 

These programs must include designating a senior management officer 

responsible for overseeing AML compliance. 



For example, in the financial sector, executives are personally accountable 

for implementing systems that detect and report suspicious transactions. 

The aim is to prevent top-level executives from bypassing compliance 

structures for personal gain, as their personal liability creates a disincentive 

for allowing lax internal controls or the facilitation of illegal activities. 


Additionally, in the UK, the Senior Managers and Certification Regime 

(SMCR) holds individual executives personally accountable for failures in risk 

management, including money laundering.

Senior Management Accountability

AML Regulations Targeting Corporate 
Executives to Prevent Abuses of Power

Accountability Framework Under

SMCR

Conduct Rules Staff

Certification

Employees

Senior

Managers

Top executives 
responsible for firm’s 

actions and directions.

https://www.fincen.gov/resources/statutes-and-regulations/bank-secrecy-act
https://www.fca.org.uk/firms/senior-managers-certification-regime


Regulatory bodies such as the Financial Action Task 

Force (FATF), the U.S. Office of Foreign Assets 

Control (OFAC), and the UK Financial Conduct 

Authority (FCA) insist on the importance of corporate 

governance in AML frameworks. They advocate for 

transparency and independent oversight, ensuring 

that top executives cannot single-handedly control 

financial decisions without oversight. 



For example, the FATF’s Recommendations 18 and 

20 urge corporations to implement independent 

audits and external reporting structures that limit the 

ability of executives to engage in financial 

misconduct. By mandating independent boards of 

directors and audit committees, AML regulations are 

structured to prevent executives from consolidating 

too much power, which could otherwise be abused 

to obscure financial irregularities or money 

laundering schemes.


Enhanced Corporate Governance
Key Components of Enhanced Corporate Governance
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https://www.fatf-gafi.org/content/dam/fatf-gafi/recommendations/Explanatory-Materials-R18-R23.pdf
https://www.fatf-gafi.org/content/dam/fatf-gafi/recommendations/Explanatory-Materials-R18-R23.pdf


Gaps in Current AML Frameworks for High-Level 
Corporate Crime
Despite the advancements made in Anti-Money Laundering (AML) frameworks globally, several gaps remain that allow high-level corporate crimes to 

persist. These gaps, particularly in cases involving CEOs and top executives, can be exploited to conceal illicit financial activities and avoid 

accountability. Here are some of the most pressing weaknesses in current AML frameworks:

A report by Transparency International revealed that only a fraction 

of financial crimes committed by top executives result in significant 

penalties or criminal prosecution. This leniency creates an 

environment where high-level corporate crime can thrive without 

the fear of substantial legal consequences.

Current Anti-Money Laundering (AML) frameworks are inadequate 

for addressing high-level corporate crime, largely due to lenient 

penalties for top executives involved in financial misconduct. 

Despite AML regulations, many executives face only minimal 

consequences, such as short prison sentences, while corporations 

treat fines as operating costs. Individual accountability for CEOs 

and executives is rare, fostering a culture of impunity and 

weakening the deterrent effect of AML regulations.

Lenient Penalties for Corporate Executives

https://www.transparency.org/en/news/cpi-2022-trouble-at-the-top


Another significant gap in current AML frameworks is the insufficient transparency in corporate structures and ownership. Shell companies, complex 

ownership structures, and opaque corporate hierarchies often shield top executives from scrutiny, allowing illicit financial activities to go undetected. In 

many jurisdictions, corporate transparency laws are either weak or poorly enforced, which enables individuals to hide assets and launder money through 

legal entities. 

The Financial Action Task Force (FATF) has called for greater transparency in beneficial ownership reporting, but many countries lag behind in 

implementing these recommendations. This lack of transparency makes it challenging to trace the flow of illicit funds and hold executives accountable for 

their involvement in money laundering schemes.

Investor Confidence Risk Management

Building Trust Accountability

Employee Engagement Regulatory Compliance

Insufficient Transparency in Corporate Structures

The Role of Transparency 
in Corporate Governance 
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https://www.fatf-gafi.org/publications/mutualevaluations/documents/fatf-transparency-beneficial-ownership-report.html


Slow Adaptation to Emerging Technologies

Moreover, AML frameworks often fail to adequately address the 

role of emerging technologies in facilitating high-level corporate 

crime. Cryptocurrencies, blockchain technology, and digital 

payment systems have provided new avenues for laundering 

money, yet existing AML regulations struggle to keep pace with 

these innovations. Many AML systems are still designed to 

monitor traditional financial institutions, such as banks, while 

overlooking the risks posed by fintech companies or 

decentralized finance (DeFi) platforms.

The FATF has acknowledged the growing threat posed by virtual 

assets and called for enhanced regulations, but enforcement 

remains patchy and inconsistent across jurisdictions. This gap in 

AML frameworks allows executives to exploit new technologies 

to launder money without sufficient oversight.

A study by the International Monetary Fund (IMF) revealed that underfunded regulatory bodies were often forced to prioritize smaller, easier-to-

prosecute cases over complex, high-level corporate crimes. As a result, large-scale money laundering schemes involving top executives often escape 

adequate scrutiny. Strengthening the capacity of AML enforcement agencies is essential for closing this gap and ensuring that high-level corporate 

criminals are held accountable.

Under-Resourced Regulatory Bodies

https://www.fatf-gafi.org/publications/fatfrecommendations/documents/virtual-assets-fatf-guidance.html
https://www.imf.org/en/Publications/CR/Issues/2021/02/11/Anti-Money-Laundering-and-Combating-the-Financing-of-Terrorism-Overview-Update-50015


Stricter penalties for corporate executives who violate AML laws are needed to create a strong deterrent against financial misconduct at the highest 

levels. Currently, many executives involved in money laundering schemes or financial crimes face relatively lenient consequences, often limited to 

fines or settlements (as happened in the case of Jeffery Epstein) that do not affect them personally. In many cases, these penalties are absorbed by 

the company rather than the individual, allowing top executives to escape any significant personal repercussions.

Stricter enforcement should include substantial prison sentences, hefty personal fines, and a ban on holding executive positions in the future. By 

making the penalties severe and personal, the law would send a clear message that no one is above accountability. In addition to harsher legal 

consequences, regulatory bodies should implement strict measures such as asset forfeiture, which would seize the ill-gotten gains executives acquire 

through money laundering. Stricter penalties not only hold individuals responsible but also dismantle the financial incentives that drive such illegal 

activities.

Policy Recommendations
Stricter Penalties for Corporate Executives



Deterrent Effect of Harsher Enforcement in the High Ups of Corporate

The deterrent effect of harsher enforcement cannot be overstated. When corporate executives see that their peers are facing long-term imprisonment, 

significant financial losses, or even lifetime bans from the industry, it sends a strong warning across the corporate landscape. Fear of these consequences 

would likely discourage many from engaging in or facilitating illicit financial activities.

Furthermore, publicizing the successful prosecution 

and punishment of high-level offenders would 

bolster the reputation of regulatory agencies and 

increase the public’s trust in the financial system. 

Executives would be less inclined to take risks when 

they know that law enforcement agencies are not 

only vigilant but also willing and able to impose 

meaningful punishments. 

Stricter penalties would also encourage companies 

to invest in more robust internal compliance 

measures, knowing that failing to do so could result 

in severe repercussions for their leadership. By 

amplifying the consequences for violating AML laws, 

the threat of harsh punishment could serve as a 

powerful tool in curbing financial crimes at the top.



AML Certification Course for C-Suite Executives
Executives in C-suite positions, such as CEOs, CFOs, and COOs, have significant influence over corporate policies, financial decision-making, and 

overall risk management. Requiring them to undergo comprehensive AML training, and given they play a key role in shaping corporate culture and 

enforcing compliance, so their understanding of AML regulations would directly impact how seriously the company as a whole approaches financial 

crime prevention.

Training would not only cover the basics of AML compliance but also delve into emerging risks such as cryptocurrency-related laundering and 

complex international money-laundering schemes, ensuring executives are prepared to lead in a fast-evolving regulatory landscape.



About US

At AML Watcher, we aim to support more than 10,000 businesses in their fight against rising 

FinCrime by creating a secure and compliant financial world where they can thrive.  

AML Watcher maintains 60,000+ databases including 1300+ watchlists, over 200+ sanction regimes, 

local and international PEP coverage, over 5000 reputed and reliable media sources across 235+ 

countries, in 80+ languages bringing everything you need for AML Screening in one place. 

Connect With Us:

For more information, visit:

Info@amlwatcher.com

www.amlwatcher.com

https://amlwatcher.com/contact-us/

