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Abstract

Blocking the financial assets of suspected terrorist organizationsis a key component of the fight against
terrorism, and the “executive order by Bush requires U.S. banks to seize the listed entities' funds or
deny the owners access to them, and denies access to U.S. financial markets for overseas banks that do

not do so” (p. 2).

Alvarez Pastor, Daniel and Fernando Eguidazu Palacios. 1998. La prevencion del blanqueo de
capitales, Pamplona: Aranzadi.

Andelman, D. 1994. " The Drug Money Maze," Foreign Affairs, Vol. 73, No. 4. July/August.
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Antoine, Rose-Marie B. 1999. “Analysis: The Protection of Offshore Confidentiality: Policy
Implicationsand Legal Trends,” Journal of Financial Crime, Vol. 7, No. 1.

Abstract (from article)

The principle of offshore financial confidentiality isa controversial issue in offshore law. On the one
hand, offshore jurisdictions view confidentiality in financial matters as an essential ingredient in the
offshore industry which deservesto be protected. On the other, onshore states are increasingly hostile
to confidentiality and have been willing to take drastic measures to undermineit.

The offshore confidentiality legal principle has provided the impetus for many of the questions
surrounding offshore activity and the catalyst for much litigation. The paper examines the conflicting
legal issues of confidentiality and disclosure within the context of regulation of the offshore industry as
awhole. It outlines the extent to which offshore investors can legitimately expect confidentiality. The
need to balance these competing interests is particularly important in offshore law, given the
competitiveness of the offshore sector in the world of international finance. At the same time, the
paper explores what can be described as the emerging law of confidentiality in offshore law.

Arlacchi, Pino. 1988. Mafia Business: The Mafia Ethic And the Spirit of Capitalism,
Oxford: Oxford University Press.

Arzeno, Laura, and Ilonadela Rocha. 1996. La responsabilidad dela banca en €l lavado de
dinero. Santo Domingo: Banco de Reservas de la Republica Dominicana.

Association d”"Economie Financiére. 1995. Money and moralsworldwide: first annual report
(2nd. ed.). Association d"Economie Financiére, Paris.

Australian Government Publication Service. 1992. Taken tothe Cleaners. Money Laundering
in Australia, Enfield, NSW.

Australian Senate Committee. 1993. “Checking the Cash: A Report on the Effectiveness of the
Financial Transaction Reports Act 1988.” Senate Standing Committee on Legal and
Consgtitutional Affairs, Canberra.

Baity, William. 2000. " Banking on Secrecy - The Price for Unfettered Secrecy and
Confidentiality in the Face of International Organised Crime and Economic Crime" . Journal of
Financial Crime. Vol. 8, No.1.

Abstract
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Therise of electronic banking is facilitating the movement of billions of dollarsin illicit funds,
exposing vulnerabilities stemming from:

The speed of money movements;

The secrecy surrounding financial dealings;

The sheer number of agencies involved which generates jurisdictional issues,

The failure of government mandated measures, and hence the need for private sector actorsto take
more responsibility.
Money laundering has been called the world’ s third largest industry, and is associated with all manner
of crime. The approach of the US and the OECD in adopting anti-money laundering measures has
been to try and erode financial secrecy and promote greater transparency, but private sector actors,
banks and non-banks will need to take more responsibility to eliminate practices that encourage crime,
undermine financial systems, and damage their own institutions.

Baker, Raymond W. " The Biggest Loopholein the Free-Market System" . The Washington
Quarterly, Autumn 1999. (Available at: http://www.twg.com/autumn99/224Baker .pdf).

Summary

There are many different ways in which money laundering is actually done, including:

“smurfing,” where random amounts of |less than $10,000 are deposited in many different bank
accounts;

shipping cash using “mules’ or people who carry brief cases full of cash;

mis-pricing imports and exports.
“The bottom line is that anti-money laundering efforts are not working” (p. 31). While estimates vary
and are hard to make with any degree of confidence, between $500 billion and $1 trillion is laundered
annually, with sources differing in the degree of illegality. Funds stemming from extortion and slave
trading, for example, cannot knowingly be legally received. In contrast, when the source of the fundsis
corruption, tax evasion or currency smuggling (all illegal in the sending country), they funds can be
legally received.

Of note: itisillegal for aUS citizen or company to bribe aforeign official, but it is perfectly legal to
bribe a someone from the private sector. This effectively amounts to embezzlement by the private
sector agent from the company. Illegal capital flight to avoid taxesis also mgjor (paraleling money
laundering), and undermines the efforts of the International Financial Institutions to foster
development. For example, the World Bank reckons that about 40% of Africa’s accumulated wealth
residesin foreign accounts.

Addressing the money laundering challenge requires will. Fiveinitial stepsinvolve:

M) Western governments becoming more aggressive in exposing and seizing assets of corrupt
foreign government officials;

(i) Urging multinational corporations to stop facilitating flight capital with over and under
invoicing;

http://www.worldbank.org/wbi/governance 3


http://www.twq.com/autumn99/224Baker.pdf
http://www.worldbank.org/wbi/governance

Anti-Money Laundering Literature Search, Alphabetical World Bank Institute

(iii) The World Bank and IMF addressing flight capital more effectively;

(iv) Requiring two signatures on routine trade documents attesting that the stated price is the actual
price.

(v) Requiring depositors “to sign a document stating that the deposit by any non-citizen, whether
individual or acompany, is money legaly earned and legally transferred” (p. 44).

“The combination of criminal money laundering and illegal flight capital constitutes the biggest
loopholein the free-market system” (p. 45).

Baldwin, F.N. and Munro, R.J. 1992. Money laundering, asset forfeiture and inter national
financial crimes, Oceana Publications, New York. (Available at:
http://www.oceanalaw.com/main_product_details.asp?l D=22& categor y=Criminal% 20L aw).

Summary (from the sales description on the website)
These reference materials consist of 5 volumes that are continuously updated.

More than 80 countries covered! How high isthe cost of non-compliance? This handy reference guide
gives you a country-by-country analysis of current Money Laundering Law -- Commentary, Treaties,
Statutes and Cases for more than 100 jurisdictions. This essential reference source clearly shows
financial institutions, regulators, investment bankers, and legal counsel how to prevent inadvertent non-
compliance -- be clean and look clean! It provides everything you need to understand the issues and
create effective legal responses in cases involving:

Interpretation of bank reporting and structuring requirements

Complex money laundering schemes that use multiple jurisdictions, wire transfers, and integration
with legitimate business

Forfeiture procedure under U.S., international and foreign law "Sting" operations

The relevant law of more than 100 foreign countries, the EC, UN, OAS, Council of Europe,
Interpol and FATF
The authoritative coverage is of value not only to lawyers and bankers, but also to law enforcement
agents and other professionals concerned with money laundering and its economic effects.

The world' s money laundering and forfeiture law, al in this easy-to-use resource. Speed through any
caseinvolving international financial crime with this set’s primary documents and source materials on
U.S. Federal statutes with regulations and major cases and Multilateral and Bilateral endeavors,
including initiatives, mutual legal assistance treaties, and model legislation. Plus! You'll receive case
law, relevant tax and customs forms, proposed |egidlation, a ready-to-use compliance program, an 80-
page bibliography, and much more. With quarterly supplementation including monitored data from
media sources and government documents worldwide, this one-stop source is your indispensable guide
to successfully practicing in today’ s explosive and unpredictable field of international law. Recent
topicsinclude:

Compliance for International Bankers
U.S. CaseLaw
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The U.S. and Money Laundering

U.S. Legidation

Wire Transfers

Overview of International and American Responses

The British Commonwealth

Forfeitures and Asset Freezes

U.S. Procedures: Civil vs. Criminal A must for international bankers, investors, lawyers and
government regulators facing the issues of international financial crimes.
A must for international bankers, investors, lawyers and government regul ators facing the issues of
international financial crimes.

Baldwin, Fletcher N. Jr. 1994. “Laws Designed to Take the Profit Out of Crime; The United
States and International Cooperation: Are There Constitutional Flaws?” Paper delivered at the
Twelfth International Symposium on Economic Crime, Jesus College, Cambridge; September 11-
17.

Baldwin, Fletcher N. Jr. 1998. " The Constitution, Forfeiture, Proportionality and
Instrumentality: USA vs. Bajakajian - The U.S. Supreme Court Tries Again.” Journal of Money
Laundering Control, Vol.1, No.4, April.

Banco de la Republica (Colombia). 1997. “Cartilla de Capacitacion en Prevencion al Lavado de
Activos,” (Alberto Lozano Vila).

Abstract

This report (in Spanish) of the Colombian central bank emphasizes the damaging effects of money
laundering in underpinning illegal activities (like drug trafficking) and the importance of anti-money
laundering initiatives. It outlines the basic concept, different ways money laundering is done, the
responsibilities of the financial system, the responsibilities of the Banco de la Republica, legal aspects,
and principle mechanisms for combating money laundering.

Bartlett, Brent. 2002. “The Negative Effects of Money L aundering on Economic Development,”
For the Asian Development Bank, Regional Technical Assistance Project N0.5967, Countering
Money Laundering in The Asian and Pacific Region, May. (Available at:

http://lwww.apgml.or g/l ndex_filesann_meet_doc_2002_public/pdf/ADB's% 20Economic% 20Res
ear ch% 20Repor t% 20Final.pdf)

Abstract (From the paper)
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The negative economic effects of money laundering on economic development are difficult to quantify,
yet it is clear that such activity damages the financial-sector institutions that are critical to economic
growth, reduces productivity in the economy's real sector by diverting resources and encouraging crime
and corruption, which slow economic growth, and can distort the economy's external
sector—international trade and capital flows—to the detriment of long-term economic devel opment.
Developing countries' strategies to establish offshore financial centers (OFCs) as vehicles for economic
development are also impaired by significant money-laundering activity through OFC channels.
Effective anti-money-laundering policies, on the other hand, reinforce avariety of other good-
governance policies that help sustain economic development, particularly through the strengthening of
the financia sector.

Summary (From the paper (p. 1-3))

The negative economic effects of money laundering on economic development are difficult to quantify,
yet it is clear that such activity damages the financial-sector institutions that are critical to economic
growth, reduces productivity in the economy's real sector by diverting resources and encouraging crime
and corruption, which slow economic growth, and can distort the economy's external
sector—international trade and capital flows—to the detriment of long-term economic devel opment.
Developing countries' strategies to establish offshore financial centers (OFCs) as vehicles for economic
development are also impaired by significant money-laundering activity through OFC channels.
Effective anti-money-laundering policies, on the other hand, reinforce avariety of other good-
governance policies that help sustain economic development, particularly through the strengthening of
the financial sector.

The financial sector . A broad range of recent economic analyses points to the conclusion that strong
devel oping-country financial institutions—such as banks, nonbank financial institutions (NBFIs), and
equity markets—are critical to economic growth. Such institutions allow for the concentration of
capital resources from domestic savings—and perhaps even funds from abroad—and the efficient
allocation of such resources to investment projects that generate sustained economic devel opment.

Money laundering impairs the devel opment of these important financial institutions for two reasons.
First, money laundering erodes financial institutions themselves. Within these ingtitutions, there is
often a correlation between money laundering and fraudulent activities undertaken by employees. At
higher volumes of money-laundering activity, entire financial institutions in developing countries are
vulnerable to corruption by criminal elements seeking to gain further influence over their money-
laundering channels. Second, particularly in developing countries, customer trust is fundamental to the
growth of sound financial institutions, and the perceived risk to depositors and investors from
ingtitutional fraud and corruption is an obstacle to such trust.
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By contrast, beyond protecting such institutions from the negative effects of money laundering itself,
the adoption of anti-money-laundering policies by government financial supervisors and regulators, as
well as by banks, NBFIs, and equity markets themselves, reinforce the other good-governance practices
that are important to the development of these economically critical institutions. Indeed, several of the
basic antimoney- laundering policies—such as know-your-customer rules and strong internal
controls—are also fundamental, longstanding principles of prudential banking operation, supervision,
and regulation.

The real sector . Aside from money laundering's negative effect on economic growth through its
erosion of developing countries financial sectors, money laundering has a more direct negative effect
on economic growth in the real sector by diverting resources to less-productive activity, and by
facilitating domestic corruption and crime, which in turn depress economic growth.

As can be seen from the various money-laundering typologies reports, money laundered through
channels other than financial institutionsis often placed in what are known as "sterile" investments, or
investments that generate little additional productivity for the broader economy, such asreal estate, art,
antiques, jewelry, and luxury automobiles. For devel oping countries, the diversion of such scarce
resources to less productive domestic assets or luxury importsis a serious detriment to economic
growth. Moreover, criminal organizations can transform productive enterprises into sterile investments
by operating them for the purposes of laundering illicit proceeds rather than as profit-maximizing
enterprises responsive to consumer demand and worthy of legitimate investment capital.

Money laundering also facilitates crime and corruption within developing economies, which is
antithetical to sustainable economic growth. Just as an efficient financial sector isakey "input” to other
productive processes in a devel oping economy— such as manufacturing—an efficient money-
laundering channel isakey "input” to crime because the financial proceeds from crime are less
valuable to the criminal (in a sense, an "unfinished product”) than are laundered funds. The less
expensive the money-laundering "input” to crimeis as aresult of lax anti-money-laundering policies,
the more "productive” (active) the criminal element will be, just asin any industry or business. As
numerous studies have demonstrated from statistical and anecdotal evidence, substantial crime and
corruption act as a brake on economic development, while other studies have shown that anti-money-
laundering policies can deter such activity.

The external sector . Unabated money laundering can also impair a developing country's economy
through the country's trade and international capital flows. The wellrecognized problem of illicit capital
flight from developing countriesistypically facilitated by either domestic financial institutions or by
foreign financia institutions ranging from offshore financial centers to major money-center institutions
such as those in New Y ork, London, or Tokyo. Given that illicit capital flight drains scarce resources
from devel oping economies, transnational money-laundering activity helpsimpair devel oping-country
growth.

http://www.worldbank.org/wbi/governance 7
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By contrast, there is little evidence that the imposition of anti-money-laundering policiesin agiven
jurisdiction spurs a significant flight of capital to more lax jurisdictions. Moreover, just as the
confidence that developing-country citizens have in their own domestic financial institutionsis critical
to economic growth, the confidence that foreign investors and foreign financial institutions havein a
developing country's financial institutions is also important for devel oping economies because of the
role such confidence plays in investment decisions and capital flows.

Money laundering can also be associated with significant distortions to a country's imports and exports.
On the import side, criminal elements often useillicit proceeds to purchase imported luxury goods,
either with laundered funds or as part of the process of laundering such funds. Such imports do not
generate domestic economic activity or employment, and in some cases can artificially depress
domestic prices, thus reducing the profitability of domestic enterprises.

Offshore financial centers (OFCs) as a development strategy . Over the past decade dozens of OFCs
have been created as part of developing countries (or territories) efforts to develop their domestic
economies through the provision of international financial services. These OFCs can be classified along
a spectrum from "notional” OFCs (those that provide minimal financial services other than simply
being ajurisdiction in which "name plate" operations may be established) to "functional” OFCs (those
that provide awide -range of value-added financial services).

Studies of the effectiveness of establishing an OFC as an economic-devel opment strategy have shown
that notional OFCs contribute little to the surrounding economy and do not form the basis for sustained
economic growth. First, notional OFCs are virtually costless to establish, and therefore competition
among them for customersis severe. Second, because notional OFCs provide little value-added
services, such OFCs generate amost no economic demand for the surrounding "real” economy in terms
of employment, goods, or services.

On the other hand, truly functional OFCs require significant investments in infrastructure—such as
communication facilities, and even a skilled labor force—thereby limiting the pool of competing OFCs
and increasing the commercial returns to those OFCs that emerge as strong competitors. Moreover,
functional OFCs benefit their surrounding "real™ economies through their demand for goods, services,
and an educated workforce to support the OFCs' value-added activities.

This distinction between notional and functional OFCs becomes critical to assessing the economic
effect of money laundering on OFCs as an economic development tool. Money laundering per se does
not require the more costly value-added services of afunctional OFC, and therefore may gravitate to
merely notional OFCs—the very type of OFC least able to contribute to the country's real economy. By
contrast, legitimate international capital is more likely to require the services of afunctional OFC and
will be deterred from making extensive use of an OFC tainted by widespread allegations of money
laundering and the associated activities of fraud and corruption. Thus, for a country to implement a
successful economic-development strategy based on the establishment of an OFC, the strategy must
adopt measures to control moneylaundering activity through the OFC.
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Moreover, International Monetary Fund studies suggest that smaller countries can become favored by
large -scale money launderers for short periods of time, causing a sharp surgein financial activity,
followed by an equally sharp decline, resulting in severe macroeconomic instability aslocal authorities
are unable to take offsetting monetary or exchange -rate measures.

Baxter, T. C. 1997. " Breaking the billion dollar barrier - learning the lessons of BNL, Daiwa and
BCCI". Journal of Money Laundering Control, Vol.1, June.

Bell, R. E. 2001. “Discretion and Decision Making in Money Laundering Prosecutions,” Jour nal
of Money Laundering Control, Vol. 5, No. 1: pp. 42-51.

Bdll, R. E. 2002. “An Introductory Who'sWho for Money Laundering Investigators,” Journal
of Money Laundering Control, Vol. 5, No. 4: pp. 287-295.

Bentham, M. 1998. The poalitics of drug control, Macmillan, London; St. Martin's Press, New
York.

Birks, P. 1995. Laundering and tracing. Oxford : Clarendon Press; New York: Oxford
University.

Biros, M. and Kelly, B. 1995. " Global Reach for 11I-Gotten Gains (U.S. anti-money laundering
laws)." American Bar Association Criminal Justice Review, Val. 8, No. 4, Winter: pp. 54-57.

Blau, CharlesW. 1990. “The Right to Financial Privacy and the Criminal Referral Process: A
Conflict in the Termsand Purpose of the Money Laundering Statutes.” Consumer Finance Law
Quarterly Report, Winter: pp. 9-21.

Blau, CharlesW. 1990. " Taking the Starch Out of Money Laundering: Structuring an Internal
Review and Training Program for Employees.” Banking Law Review, Winter: pp. 20-28.

Blum, Jack A., Michael Levi, R. Thomas Naylor and Phil Williams. 1998. “Financial havens,
banking secrecy and money laundering.” A study prepared on behalf of the United Nations
under the auspices of the Global Programme against Money L aundering, Office for Drug
Control and Crime Prevention; Vienna, Austria. December. (Available at:
http://www.cf.ac.uk/socsi/whoswho/levi-laundering.pdf).

Abstract (from the paper (p. 6 —7))
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This report examines the world of offshore financial centers and bank secrecy jurisdictionsin the
context of the control of money laundering and financial crime. It looks at offshore financial centers
and bank secrecy jurisdictions as facilitators of money laundering and other forms of crime, elucidates
the ways in which they are used by 7 criminals and identifies a series of remedies or counter-measures
that would block or at the very least diminish the attractions of these havens. Section |1 outlines the
various stages of money laundering, warns against using the term in aloose or promiscuous manner,
and identifies various kinds of secrecy that facilitate money laundering and other crimes.

Section I11 of the report looks at the legitimate as well as the criminal uses of offshore financial and
bank secrecy jurisdictions and explains briefly how bank secrecy and offshore banking evolved. It
locates offshore banking and bank secrecy jurisdictions within the global financial system, suggesting
that the system is a highly congenia one for both licit businessmen and for those trying to launder and
hide the proceeds of crime as well as those who typically exploit loopholes and variations in tax and
other laws.

Jurisdictions which offer high levels of secrecy, and a variety of financial mechanisms and institutions
providing anonymity for the beneficial owners are highly attractive to criminals for awide variety of
reasons including the potential cover and protection they offer for money laundering and various
exercisesin financial fraud. Not all offshore financial centers and bank secrecy jurisdictions provide the
same services, however, and there are important differences in the schemes they offer to ensure
anonymity, the extent of the secrecy they provide, and their willingness to cooperate with international
law enforcement investigations. Consequently, this section also provides an overview of what might be
termed the geography of offshore banking and bank secrecy.

Section 1V looks at the way in which offshore financial centers and bank secrecy jurisdictions are used
by criminals, highlighting not only the way in which money is often moved to and through offshore
banks or bank secrecy jurisdictions as part of money laundering efforts, but also other waysin which
offshore jurisdictions are used by criminals. Section V looks at offshore banking and bank secrecy as
inhibitors and facilitators for law enforcement investigations, with attention to both de jure and de facto
limits to cooperation. Section V1 looks at issues for consideration in relation to preventive and control
measures that might be taken to enhance compliance with the United Nations Convention against Illicit
Traffic in Narcotic Drugs and Psychotropic Substances, 1988 (the '1988 Convention') and to make it
more difficult for money launderers and other criminals to exploit particular banking jurisdictions with
the ease and benefits they do at the moment.

Summary (from the paper (p. 5-7))

The major money laundering cases coming to light in recent years share acommon feature: criminal
organizations are making wide use of the opportunities offered by financial havens and offshore centers
to launder criminal assets, thereby creating roadblocks to criminal investigations. Financial havens
offer an extensive array of facilitiesto the foreign investor unwilling to disclose the origin of his assets,
from the registration of International Business Corporations (IBCs) or shell companies, to the services
of anumber of “offshore banks” which are not subject to control by regulatory authorities.

http://www.worldbank.org/wbi/governance 10
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The difficulties for law enforcement agents are amplified by the fact that, in many cases, financial
havens enforce very strict financial secrecy, effectively shielding foreign investors from investigations
and prosecutions from their home country. While bank secrecy and financial havens are distinct issues,
they have in common both a legitimate purpose and a commercial justification. At the same time, they
can offer unlimited protection to criminals when they are abused for the purpose of “doing business at
any cost”.

These two issues are analysed in the present study because the recent history of international money
laundering control makesit clear that the indiscriminate enforcement of bank secrecy laws, aswell as
the rapid development of financial havens, constitute serious obstacles to criminal investigations and
jeopardise efforts undertaken by the international community since the United Nations Convention
against Illicit Traffic in Narcotic Drugs and Psychotropic Substances, 1988 (the '1988 Convention’),
which first required the establishment of money laundering as a criminal offence.

The best example of the opportunities, and immunities, offered to money launderers by these means
was BCCI - the Bank for Credit and Commerce International - which collapsed in 1991, uncovering the
widest money laundering scheme ever and |eading to the seizure of more than US$12 billion. The
BCCI case, which is described in more detail in Chapter 1V, generated a shock wave in financial
markets and among the supervisory authorities of all countries affected by the scandal, forcing them to
tighten up regulations to prevent the use of financial markets for money laundering purposes.

However, six years later, another prominent case was reveal ed following the bankruptcy of the Antigua-
based “ European Union Bank”, demonstrating that the problem had gained a new dimension with the
application of modern technologies. The European Union Bank was founded by two Russians, and is
alleged to have been used to launder the illicit proceeds of the Russian organized crime. This bank,
which was operating on the Internet, offered its clients (according to its advertisements on the net) “ the
strictest standards of banking privacy in offshore business’ and the “financial rewards of offshore
banking”. Chapter 1V further analyses the case of the European Union Bank.

There are important and sobering lessons to be learned from the experience with European Union
Bank. Among the more important are the following:

Changes since BCCI have helped, but there are still important gaps in the regulation of offshore
banking by bank secrecy jurisdictions that can al too easily be exploited by criminals of various kinds.

The Internet and World Wide Web offers awhole new dimension for encouraging money
laundering, fraud and various kinds of scams.
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The experience highlighted that the concept of abank is becoming increasingly elastic, a
development vividly encapsulated in the comments of one auditor that some banks are little more than
“closets with computers’.

The central problem with virtual banksis that there is virtually no oversight, not least because it is not
clear who has jurisdiction or where the crime is committed. As one observer noted in testimony before
the US Congress, European Union Bank operated on alicense from the government of Antigua. “The
computer server was in Washington, DC. The man who was operating both the bank and the computer
server was in Canada. And under Antiguan law, in effect, the theft of the bank's assets were not illegal.
So now the problem is, where is the crime committed, who committed it, who is going to investigate it,
and will anyone ever gotojail?’

The willingness of at |east some offshore banking jurisdictions to encourage new financial institutions
without imposing adequate safeguards or due diligence — a devel opment characterized later in this
report as the selling of sovereignty.

In short, bank secrecy and offshore banking offer multiple opportunities for money laundering and
various other criminal activities. In the early and mid-1980s the Permanent Investigations
Subcommittee of the Committee on Governmental Affairsin the United States Senate held a series of
hearings on offshore banking and bank secrecy. The chairman, Senator William Roth, noted that “we
have repeatedly heard testimony about major narcotics traffickers and other criminals who use offshore
ingtitutions to launder their ill gotten profits or to hide them from the Internal Revenue Service.

Haven secrecy lawsin an ever increasing number of cases prevent U.S. law enforcement officials from
obtaining the evidence they need to convict U.S. criminals and recover illegal funds. It would appear
that the use of offshore haven secrecy laws is the glue that holds many U.S. criminal operations
together” . If theimmediate reaction to thisisthat little or nothing has changed in the last decade and a
half, a more considered assessment might suggest that, in fact, the situation has deteriorated with a
much larger cast of characters now using offshore financial centersfor criminal purposes.

Overview

This report examines the world of offshore financial centers and bank secrecy jurisdictionsin the
context of the control of money laundering and financial crime. It looks at offshore financial centers
and bank secrecy jurisdictions as facilitators of money laundering and other forms of crime, elucidates
the ways in which they are used by 7 criminals and identifies a series of remedies or counter-measures
that would block or at the very least diminish the attractions of these havens. Section Il outlines the
various stages of money laundering, warns against using the term in aloose or promiscuous manner,
and identifies various kinds of secrecy that facilitate money laundering and other crimes.
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Section |11 of the report looks at the legitimate as well as the criminal uses of offshore financial and
bank secrecy jurisdictions and explains briefly how bank secrecy and offshore banking evolved. It
locates offshore banking and bank secrecy jurisdictions within the global financial system, suggesting
that the system is a highly congenia one for both licit businessmen and for those trying to launder and
hide the proceeds of crime as well as those who typically exploit loopholes and variationsin tax and
other laws.

Jurisdictions which offer high levels of secrecy, and a variety of financial mechanisms and institutions
providing anonymity for the beneficial owners are highly attractive to criminals for awide variety of
reasons including the potential cover and protection they offer for money laundering and various
exercisesin financial fraud. Not all offshore financial centers and bank secrecy jurisdictions provide the
same services, however, and there are important differences in the schemes they offer to ensure
anonymity, the extent of the secrecy they provide, and their willingness to cooperate with international
law enforcement investigations. Consequently, this section also provides an overview of what might be
termed the geography of offshore banking and bank secrecy.

Section IV looks at the way in which offshore financial centers and bank secrecy jurisdictions are used
by criminals, highlighting not only the way in which money is often moved to and through offshore
banks or bank secrecy jurisdictions as part of money laundering efforts, but also other waysin which
offshore jurisdictions are used by criminals. Section V looks at offshore banking and bank secrecy as
inhibitors and facilitators for law enforcement investigations, with attention to both de jure and de facto
limits to cooperation. Section VI looks at issues for consideration in relation to preventive and control
measures that might be taken to enhance compliance with the United Nations Convention against Illicit
Traffic in Narcotic Drugs and Psychotropic Substances, 1988 (the '1988 Convention’) and to make it
more difficult for money launderers and other criminals to exploit particular banking jurisdictions with
the ease and benefits they do at the moment.

Blunden, Bob. 2001. The Money Launderers: How They Do It, and How to Catch Them at It.
Chalford, England: Management Books 2000.

BNA. 1990. “Cooperation in Fight Against Money Laundering in Context of Eur opean
Community Integration.” BNA's Banking Report, January 22: pp. 119-122.

Bosworth-Davies, R. 1997. “Thelmpact of International Money Laundering L egislation,”
Financial Times.

Bosworth-Davis, R. 1998. " Living with the Law: A Survey of Money Laundering Reporting

Officersand Their Attitudestowardsthe Money Laundering Regulations.” Journal of Money
Laundering Control, Vol.1, No.3, January.
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Bridges, M. 1997. " Taking the profit out of crime.” Journal of Money Laundering Controal,
Vol.1, June.

British Commonwealth. 1992. International Effortsto Combat Money Laundering. Cambridge
I nter national Document SeriesVal. 4, Grotius Publishing, Cambridge, England.

Bruton, William F. 1999. "Money Laundering: Islt Now a Corporate Problem?" Dickinson
Journal of International Law, Vol. 17. No.3. (Availableat:
http://lwww.house.gov/judiciary/brutatt.htm).

Abstract

Legitimate commercial activity isincreasingly being used to launder money. While authorities are
making it more difficult to use the financial system directly to launder and transfer cash that is perhaps
10 times the weight of the drugs that were sold to generate the funds, the use of the black market and
regular trading systems are major loopholes. The Colombian peso exchangeis aclear casein point.
Colombian businesses who need to pay for imports from the US, for example, make an arrangement
through a peso exchanger whereby the imports are paid for in the US using illicit drug money. When
the goods are then sold in Colombia, the drug traffickers receive an equivalent sum, minus
commissions, in Colombian pesos. Thereisthen no record of the transaction, and virtually no way for
the authorities to stop the flow.

To address this, the conclusion of the paper notes that (p. 448-449):

Corporations and businesses need to establish a"know your customer" policy. These types of policies
have been established for several years by financial institutions in order to prevent criminal groups
from laundering drug dollars through their institutions. Because of the success of this policy, drug
organizations are moving their drug profits through the use of international commerce. The following is
an example of some policies that would assist corporations:

1. Establish customer identification and documentation requirements.

2. Establish payment policies that require the payment to be received from the established bank account
in the name of the customer.

3. Prohibit the use of third party checks for payment credited to customers account.

4. Develop policies requiring the reporting of suspicious payment activities.

5. Consider the establishment of a compliance officer who has broad authority to monitor and insure
compliance with relevant laws. Thisis especialy critica where products are being exported to high-
risk areas.

Busch, Gary K. 1992. Crime and Corruption: One View of a Parallel System, Mimeo:
Transparency International.

Byrne, John J. 2000. “Know Your Customer: What Happened and What Happens Next?”
Journal of Money Laundering Control - Vol 3. No.4.
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Abstract

There is an essential conflict between strong know-your-customer (K'Y C) regulations and protecting
the privacy of customers. The concept of KY C was agreed internationally as far back as 1988 in a
Basel Treaty, and the US Treasury has noted that no amount of regulation can substitute for KYC. The
initiative lay dormant for atime, until the issue of money laundering was addressed at a Congressional
Hearing, pressing for KYC. The Federal Reserve Board, Office of the Comptroller of the Currency,
Federal Deposit Insurance Corporation, and the Office of Thrift Supervision issued substantially
similar KY C proposals requiring banks to:

- Determine the identity of customers.

- Determine the customer’ s sources of funds

- Determine normal and expected transactions

- Monitor transactions

- Identify transactions that are not normal

- Determine if transactions are unusual or suspicious

Some aspects were difficult, since it is hard to establish when afinancial institution was in compliance.
In addition, compliance with KY C could lead to infringements of a customer’s privacy, if misused.
The American Banker’s Association opposed the proposals, in part due to this confusion.

Cacheris, Plato and Eric Steven O’Malley. 2001. “Frankencrime: America’ sHarsh Money
Laundering Penalties,” Journal of Money Laundering Control, Vol. 5, No. 2: pp. 115-121.

Camdessus, Michel. 1998. “Money Laundering: The Importance of I nter national
Countermeasures,” Address by the Managing Director of the IMF at the Plenary Meeting of the
Financial Action Task Force on Money Laundering, Paris, February 10.

Campbell, A. 1997. " TheHigh Street solicitor and the proceeds of criminal activity - therisks."
Journal of Money Laundering Control, Vol.1, June.

Candler, L. J. 1998. "Commingled Funds. How to Seize Proceeds of Electronic Crime." Journal
of Money Laundering Control, Vol.1, No.4, April.

Carpenter, W. 1994. " Reforming the civil drug forfeiture statutes: analysis and
recommendations’, Temple Law Review, Vol. 67: pp. 1087-1162.

Castle, Allan and Bruce Broomhall. 1998. “The International Money Laundering Regime and
the Asia Pacific: Pairing Multilateral Co-operation with Domestic I nstitutional Reform,” The
International Centrefor Criminal Law Reform & Criminal Justice Policy, Vancouver, Canada,
October. (Available at:

http://www.icclr .law.ubc.ca/Publications/Repor tsM oneyL aunderingRegime.PDF)

http://www.worl dbank.org/wbi/governance 15


http://www.icclr.law.ubc.ca/Publications/Reports/MoneyLaunderingRegime.PDF
http://www.worldbank.org/wbi/governance

Anti-Money Laundering Literature Search, Alphabetical World Bank Institute

Abstract (from the paper (p. 2))

International efforts to combat money laundering have gained momentum in the past decade. One
United Nations Convention and another planned convention, along with numerous multilateral
governmental initiatives and bilateral agreements, have contributed to the devel opment of a broad set
of national and international legal standards. However, this emergent ‘regime’ has developed unevenly,
the most significant advances occurring in regions dominated by the United States and its alies.

This paper explores the prospects for the expansion of the global regime into the Asia Pacific, given the
heterogeneous political and economic climate of the region. It concludes that there is reason for
optimism regarding the development of the regime in the Asia Pacific, despite the lack of a dominant
state or alliance of states asregional advocate(s). Thisis due primarily to the characteristics of
incrementalism and co-operation at the bureaucratic/technocratic level demonstrated in those regions
where the regime is already embedded. However, progress on money laundering and the extension of
the existing regime is possible only in tandem with broader movement on the question of institutional
reform in the key states of the region.

Castle, Allan and Joanne Lee. 1999. “Money Laundering in the Asia Pacific - Working Paper
No. 4: Money laundering and corruption in the Asia Pacific,” International Centrefor Criminal
Law Reform and Criminal Justice Policy, Vancouver, Canada, March. (Available at:
http://www.icclr.law.ubc.ca/Publications/Repor ts/Paper 4.PDF).

Summary (from the paper: p. 3-6)

Crimeisan increasing source of concern in the international arena. The method by which the proceeds
of crime are given the appearance of legality, often referred to as ‘ money laundering’, is intimately
connected with the profitability and regeneration of criminal activities and the existence and prosperity
of criminal organisations.

In the public mind, as well asin many official accounts and analyses, money laundering has obvious
associations with such high revenue crimes as drug trafficking, extortion, and prostitution. Thereisno
doubt that these activities generate alarge amount of the total criminal funds laundered world wide, a
sum variously estimated to be between several hundred billion and atrillion US dollars annually.
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However, the need to conceal the origin, passage and beneficial ownership of funds from the scrutiny
of regulators and law enforcement is not restricted to those involved in the high profile crimes
mentioned above, but is shared by a variety of other actors. For instance, illegal activities that rely on
the laundering process to render their practitioners a degree of profitability include tax evasion. This
practice costs national governments hundreds of billions of dollars annually, depriving needy societies
of desperately required revenue and altering the principles of fair redistribution that underpin the
legitimacy of many states.

The need to conceal the source and ownership of revenueis also shared by groups and individuals
involved in corruption, the subject of this study. A simple definition of corruption is *the misuse of
public or private office for personal gain’.2 A greater level of detail is provided by arecent study,3
which subdivides the issue of corruption into four separate areas, as follows:

a. Bribes and ‘kick-backs': payments demanded or expected in return for being allowed to do
legitimate business. The payment becomes the license to do business. Those who make the payments
are allowed to compete or win contracts.

b. Election/campaign corruption: illegal payments made at the time of elections to ensure continuing
influence.

c. Protection: officials accept payments (or privilege) from criminal organizations in exchange for
permitting them to engage in illegitimate businesses.

d. Systemic top-down corruption: national wealth is systematically siphoned off or exploited by
ruling elites.

All four types of corruption suggested here, along with afifth type — military involvement in illegal
enterprise — exist in numerous contexts in the Asia Pacific, and have been discussed elsewherein this
series as sources of laundered funds. A review of existing analyses of corruption reveals that the types
of corruption considered of greatest concern do indeed vary across different jurisdictions.

Corruption, though often associated with bribery of public officials, can also occur discretely within the
private sector. It may involve organized crime groups, venal elites, or —at the other extreme —
individuals who have previously had no contact with criminal behaviour yet are presented with an
opportunity for immediate, illegal gain (through, for instance, the abuse of public office). Asthe
information reviewed in this study reveals, while no overall figure can be established it islikely that
funds derived from corrupt practices worldwide are of a magnitude to warrant similar levels of concern
to those expressed with respect to transnational crime.
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The relationship between corruption and money laundering is twofold and complex. As expressed
above, corruption produces significant illegal revenues whose origins and ownership must be conceal ed
through the money laundering process. But just as money laundering facilitates and renders profitable a
variety of corrupt practices, so does corruption contribute to the process of money laundering. The
money launderer, through the application of ‘ grease payments' or ‘kickbacks' , may procure wilful
blindness on the part of banking, law enforcement, or government officials. In so doing, the corrupt
officia contributes to the profitability of all three social ills highlighted in Figure 1 above.

While this study suggests that the Asia Pacific is less prone to the problem of corruption than many
regions of the world, the datareviewed also indicate a broad range of experience across the region.
Some jurisdictions fare extremely well in independent assessments of corruption, others exhibit
middling experiences, while alimited number have mgjor problemsin this area. The existence of
significant criminal activity in the region, largely in the shape of the drug trade and other forms of
trafficking, and the emergence of new offshore financial services centres to complement those already
in existence, render the region vulnerable to money laundering activity in any event. With the overlay
of significant nodes of corrupt activity, it becomes evident that moves towards greater financial
transparency and public accountability are as necessary in the Asia Pacific asin any other region of the
world.

CEDEJU. 1995. “Estudio comparativo delaslegislationesy reglamentacion vigente en materia
de control delaproduccion y el traficoillicito de drogas en 6 paises de la sub-region
centroamericana.” CEDEJU, San Josg, Costa Rica.

Chan, M. 1997. “Hong Kong: Money Laundering L egidation.” Journal of Money Laundering
Controal, Vol.1, June.

Chang, A. and Herscowitz, A. 1995. "Money Laundering.” American Criminal Law Review,
Vol. 32, No. 27, Winter, 499-525.

Christensen, J. and Hampton, M. P. 1998. The capture of the State in Jersey’s Offshore Centre,
University of Portsmouth, United Kingdom, September.

Ciancandli, Penny & Reyes, Jose Antonio. 2000. “ Cor porate Gover nance in Banking: A
Conceptual Framework.” Paper submitted for presentation at the European Financial
Management Association Conference. Athens, June. (Available at:

http://paper s.ssrn.com/sol 3/paper s.ckm?abstract_id=253714).

Abstract (from the article)
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In the wake of far reaching financial system reforms, almost three fourths of the member countries of
the IMF experienced significant episodes of systemic crisis and associated bank failures. Notably
absent in the ensuing debates on the correlation between financial system reforms and systemic crisis
was discussion of corporate governance in the affected banks and the role it may have played in the
provoking financial crisis.

Consideration of corporate governance in banksis, however, apparently easier said than done. While
thereisagreat deal of empirical research on corporate governance, very little of it concernsthe
behaviour of owners and managers of banks; all of it assumes that banks conform to the concept of the
firm used in Agency Theory.

The aim of this paper is to demonstrate the limitations of that assumption and to propose an alternative
conceptual framework more suitable to its analysis. We argue that commercial banks are distinguished
by amore complex structure of information asymmetry arising from the presence of regulation. We
show how regulation limits the power of markets to discipline the bank, its owners and its managers
and argue that regulation must be seen as an external force, which alters the parameters of governance
in banks.

Colombo, Gherardo. 1999. “The Role of Slush Fundsin the Preparation of Corruption
Mechanisms,” T1 working paper, Berlin: Transparency International.

Comision Interamericana para el Control de Abuso de Drogas. 2000. “Statistical Summary.”
(Available at: http://www.cicad.oas.or g/).

Abstract

Official data on drugsis compiled, and shows that drug seizures have increased in recent years. Large
seizures of amphetamines and the like is also alarming. Much work remains to be done.

Commission of the European Communities. 2002. “Report From the Commission to the Council
on Controlson Cross-Border Cash Movements— Proposal for a Regulation of the European
Parliament and the Council on the Prevention of Money L aundering by M eans of Customs
Cooperation,” Brussels, June 25, COM (2002) 328 Final, 2002/0132(COD). (Availableat:
http://eur opa.eu.int/comm/taxation_customs/customs/law/com2002_0328en01.pdf).

Cook, Stephanie 1995. “The Money Laundering Cycle.” Central European Journal. July/August:
pp. 28-31.

Abstract
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When the Russian tax police sought help from their counterpartsin Britain (National Criminal
Intelligence Service — NCIS) in investigating the flow of illicit Russian funds to London, they were
rebuffed because NCI S cannot “disclose information to tax authoritiesin other countries’ (p. 28). The
American counterpart — Financial Crimes Enforcement Network (FINCEN) believes NCIS may not be
trying hard enough to investigate suspicious transactions. “The Russian interior ministry believes as
much as $50bn left Russiaalone last year,” and “Western experts say that as much as 20% of the $15bn
to $20bn of western aid money to Russian and newly independent states has been skimmed off through
corruption and misappropriation” (p. 29). Authoritiesin other countries, such as those in Switzerland,
and Eastern Europe are cooperating more fully in investigating suspected money laundering.

The OECD’s Financial Action Task Force (FATF) aso issued 40 recommendations on anti-money
laundering regulations, which currently exist in most OECD countries and require al entities, not just
banks, to report suspicious transactions. Russia’'s closest aly in its efforts, however, remainsthe US's
Internal Revenue Service, which sharesits information on bank accounts. Apart from membership in
the UN drug convention, Russiais not yet a part of the official anti-money laundering network, and the
process of joining has been slow. Russia cannot join until it establishes anti-money laundering
legislation. The West can help by:

Providing resources;

Stop politicking and infighting;

Show more flexibility.

Cotton, J. 1998. " Australia: Lawyers Should be Treated Like Banks, Bookmakersand Bullion
Dealers.” Journal of Money Laundering Control, Vol.1, No.3, January.

Cotton, J. 1997. " Australia: Taking Stock of the Financial Reporting L egislation - Senate
Committee Review and Government Response." Journal of Money Laundering Control, Vol.1,
No.2, October.

Council of Europe. 1991. “Explanatory report on the Convention on Laundering, Sear ch,
Seizure, and Confiscation of the Proceeds of Crime.” Council of Europe Publishing and
Documentation Service, Strasbourg, France.

Council of Europe. 2002. “First Mutual Evaluation of Report on the Russian Federation,”
European Committee on Crime Problems, Select Committee of Expertson the Evaluation of Anti-
Money Laundering M easures (PC-R-EV (00) 21 Summ). (Availableat:
http://www.wor ldbank.or g/wbi/goodgover nance/amldialogue2002_01/pdf/PCREV SumRussiaE.p
df).

Courtis, Neil. 1998. “Money Laundering Today.” Central Banking Journal Vol. 1 X, No. 1.
August: pp. 19-23.
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Abstract

“Efforts to stop the growth of money laundering present myriad problems. While the FATF process of
peer review can list successes in tightening legislation in its member countries they are not able to
assert that is has reduced money laundering” (p. 19). Indeed, the author argues that despite the efforts
of central banks, thereislittle sign of any real progress in the fight against money laundering.
Furthermore, new tricks are being used, such as using the gold market: "Not only is gold the only raw
material comparable with money, but also gold importation routes into Europe coincide with drug
importation routes" (p. 20).

“The introduction of the euro will make laundering even easier,” since “the changeover from national
currencies in January 2002 will also provide an idea cover for exchanging holdings of old (dirty)
currency for new (clean) euros’ (p. 21). Moreover, considering that “ Euroland have to provide 12
billion banknotes for exchange for national currency in the following six months” (p. 21), it will be
very hard to monitor the high level of activity effectively.

Crook, P. 1998. " Guernsey: International Cooperation Against the Modern International
Criminal." Journal of Money Laundering Control, Vol.1, No.4, April.

DeBoyre, MariaE., Pak, Simon J., & Zdanowicz, John S. (undated) “ The Impact of
Switzerland's Money Laundering Law on Capital Flows Through Abnormal Pricingin
International Trade.” CIBER Working Paper. Center for International Business and
Educational Research, Florida I nternational University. (Available at:

http://paper s.ssrn.com/sol 3/paper s.cfm?cfid=534688& cftoken=61702573& Abstract_id=268444).

Abstract (from the paper)

Switzerland's banking institutions have historically been recognized as facilitators of the movement and
the repositories of capital from other countries. In January of 1998, Switzerland adopted new and very
stringent anti-money laundering statutes. Bankers and other financia institutions must now report
suspicious transactions to Swiss banking authorities and block the funds from these transactions.
Charles Intriago, Publisher of Money Laundering Alert stated, "The Swiss have now set the world
standard for money laundering controls, and they're more advanced than the U.S." Although a vast
amount of illegal and suspicious capital flows are conducted in the financia service industry, there are
aternative methods of moving money and avoiding detection by government agencies.
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One such technique is through the manipulation of import and export pricesin international trade
transactions. The objective of this research isto determine the impact of Switzerland's money
laundering law on the movement of money through false invoicing in international trade. This study
evaluates every reported import and export transaction between the United States and Switzerland
during the period from 1995 to 2000. The study indicates that there were significant changesin the
degree of abnormal international trade pricing subsequent to the enactment of Switzerland's anti-money
laundering law. The study supports the view that individuals and companies will find substitute
techniques and channels to launder money when central banking authorities enact legidlation that only
focuses on financia institutions.

Deady, P. 1990. " Tough Money-L aundering L aws Put I ncreased Pressure on Banks." National
Law Journal May 7: pp. 36-37.

D'Ingeo, Magda and Rawlings, Philip. 1998. " Yuppies, Drugs and Tesco: Should the Bank of
England Blame Itself for Bank Failures?" Journal of Money Laundering Control. I nstitute of
Advanced L egal Studies. Vol. 2, No. 1, Summer.

Douglass, Joseph D. 1999. “Western Banks and Russian Money-L aundering: Bank Corruption
Examined,” International Currency Review, Vol. 25, No. 2.

Drayton, Fitz-Roy. 2002. “Dirty Money, Tax and Banking: Recent Developments Concerning
mutual legal Assistance and Money L Aundering ‘Harmful’ Tax Competition and the Futur e of
Offshore Financial Centers,” Journal of Money Laundering Control, Vol. 5, No. 4: pp. 302-317.

Duyne, P.van. 1994. " Estimatesin fog,” Journal of Asset Protection, Vol. 2, No. 1: pp. 58-76.

Dwyer, Terry. 2002. “ ‘Harmful’ Tax Competition and the Future of Offshore Financial
Centers,” Journal of Money Laundering Control, Vol. 5, No. 4: pp. 302-317.

Economist (1997) Next, cyberlaundering? The World. July 24th.
http://Economist.com/background/displaystory.cim?story_id=152149

Noting that money launderers hate cash (logistical nightmare to move), the article wonders how
electronic money systems, such as stored value cards and computer-based systems will impact efforts
to control money laundering. Cards should have limits, and transactions should be logged in a central
place. A Bank of International Settlements report notes that features designed to protect the new
systems from fraud will also make the systems less appealing to launderers.

Economist (1997) That infernal washing machine. World. July 24th.
http://Economist.com/background/displaystory.cim?story_id=152141
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Money Laundering is still big business, amounting to over $500 billion ayear (IMF estimate 1996).
Senator Kerry argues for waging an economic war against countries that refuse to fight money
laundering, including atrade ban. Vito Tanzi suggests that once a minimum standard is established,
countries that refuse to abide could face punitive taxes on capital channeled through their financial
system and have international legal recognition denied to financial transactions taking place on their
soil.

One complication is the difficulty in identifying the crime. OECD countries have been working to
toughen up their AML laws, making it acriminal offenceinits own right. They have also been
improving financial intelligence gathering and encouraging international cooperation.

“Stanley Morris, FINCEN’ s director, says undercover operationsin America show that launderers' fees
have risen from around 6% of the amount washed in the early 1980s, to 25-28% today” (p. 3). The
suggestion is that laundering is getting harder. “A few well-known haunts of launderers, such as
Switzerland and the Cayman Islands, have made it easier for bankers to report suspect transactions
without breaking bank-secrecy laws” (p. 4).

Still, it isamajor problem — infecting other businesses (insurance), and encouraging the emergence of
new laundering centers. Most AML initiatives have yet to cover non-bank financial institutions.

The solution? Economic warfare is considered unpalatable. “That leaves Tanzi’s proposal as the only
one with something to recommend it” (p. 5).

Economist (1999) Crime without punishment. World. August 26th.
http://Economist.com/background/displaystory.cim?story_id=234642

“The latest money-laundering scandal in New Y ork confirms that the evil of organized crime iswoven
into Russian life—and that it is starting to infect the rest of the world” (p.1). Well connected
individualsinvolving the Bank of New Y ork are alleged to be involved in laundering up to $10 billion,
including about $200 million of the IMF s cash. Crime is nothing new in Russia— the turn away from
communism has only made it more visible. Efforts to enforce the rule of law have struggled to date,
and organized crime hasfilled the void.

Economist (1999) Needs a wash. Finance & Economics. April 8th.
http://Economist.com/background/displaystory.cfm?story id=197697

Antiguawas not happy about being singled out for weak anti-money laundering controls, which means
that all US financial institutions will need to treat transactions with Antigua as suspicious.

Economist (2000) All havensin a storm. Business. June 29th.
http://Economist.com/background/displaystory.cfm?story id=3140
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The Bahamas and several other Caribbean financial havens have landed on three different lists—
including the OECD, FATF and the Financial Stability Forum. Concern is growing that these havens
are “distorting the financial system on athreatening scale” (p. 1), siphoning off $50 billion from poor
countries every year. Antigua suffered afinancia drought when it was put on an advisory list by the
US Treasury, and has since taken steps to tighten anti-money laundering laws. Implementation remains
amajor challenge.

Economist (2000) L ess secretive: Switzerland. Europe. July 27th.
http://Economist.com/background/displaystory.cfm?story_id=341115

Switzerland is making substantial progress in strengthening anti-money laundering provisions, led in
part by Bernard Bertossa, a public prosecutor of Geneva. Foreign prosecutors are receiving much more
cooperation in chasing down looted millions, and he may be close to tracking down $1.4 billion of the
IMF that was intended for Russia.

Economist (2000) Small states, big money: The Caribbean. Latin America. September 21st.
http://Economist.com/background/displaystory.cim?story _id=374290

Many of the members of the Organization of Eastern Caribbean States fear they are being unfairly
targeted by international anti-money laundering efforts. The OECD included all of the OECS members
initslist of tax havens, and FATF included 3 of its members. Small states have difficulty protecting
themselves from international crime.

Economist (2001) Getting tothem through their money: Terrorist finances. Finance &
Economics. Sep 27th. http://Economist.com/displayStory.cfm?Story |D=798424

“TO FOLLOW the money isatrail to the terrorists,” said George Bush, as he released alist of 27
alleged customers of the global banking industry that he called “the financial equivalent of law
enforcement's most-wanted list”. Still, it will be difficult to track the funds, and indiscriminate closing
of Islamic charities will hurt poor people in Islamic countries the most. Much of the terrorist financing
for September 11 is thought to have used the same channels as money laundering, including techniques
such as “starburst” (deposits are made in small random fragments) and the “boomerang,” where funds
are sent on along journey before returning to the country of origin. Finaly, funds moved through the
trust based “hawala” system are virtually untraceable.

Economist (2001) Thefinancial front line: Hitting terrorists cash. Finance & Economics. Oct
25th. http://Economist.com/displayStory.cfm?Story | D=834452
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FATF, (Financial Action Task Force) isthe world’s main anti-money laundering body, and isleading a
campaign to agree rules that all countries must follow, or face some form of punishment.
“Governments will have to introduce a reporting system for sspicious transactions, take on legal
powersto freeze terrorist assets, and extend all these rules beyond mainstream banking to money
service businesses, including the hawala system” (p. 1). Enforcement will be difficult.

Economist (2001) Fighting the dirt: Money laundering. Finance & Economics. June 21st.
http://Economist.com/displayStory.cfm?Story | D=666362

Since the Financial Action Task Force (FATF) first appeared in 1989, it has moved from being
conceived as a cooperative organization to one capable of exerting greater pressure, mainly through its
name and shame function and by indicating that repeat offenders may face “counter-measures’
including a ban from dealing with the financial institutions of the OECD. This has spurred many
countries, like the Bahamas and Liechtenstein into action, but others, like Russia and Nauru have done
virtually nothing. Adherence to the “40 recommendations’ is also uneven among members, and debate
continues on whether to include tax evasion as a money laundering offence.

Economist (2001) Nauru: Paradise well and truly lost. Opinion. December 20.
http://Economist.com/displayStory.cfm?Story_| D=884045

“Greed, phosphate and gross incompetence in atropical setting: the history of Nauru isreally stranger
than fiction.” One of the growing worries about Nauru concerns money laundering. Anyone can set up
abank in Nauru for about $25,000, and there is no regulation and no records. Nauru also sells
citizenship. The central bank of Russia reckons that $70 billion disappeared in Nauruan accountsin
1998. The FATF hasidentified Nauru as one of 15 uncooperative countriesin the battle to curb money
laundering, and large western banks will no longer participate in dealings with Nauran institutions.

Economist (1999) " Cleaning Up? Money Laundering” . Finance and Economics. March 20.
http://Economist.com/displayStory.cfm?Story | D=319960

Britain is offering the people of its dependencies (160,000) full British citizenship with afew
conditions, including cleaning up the financial sector. Under British pressure, 300 “brass-plate’ banks
were closed in Montserrat, and a Caribbean Financial Action Task Force was created in 1992.
International pressureis aso growing from the OECD and FATF. Small off-shore banking centers feel
unfairly targeted, and are alarmed about talk of “harmful tax competition.”

Edwards, Andrew. 2002. “Towardsa Clean World,” Journal of Money Laundering Control,
Vol. 5, No. 4: pp. 279-286.

Edwards, E. 1995. " Governmental abuse of forfeiture powers:. three cases", Journal of
Legidation, Vol. 21: pp. 229-42.
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Edgmont Group. 2000. “FIU’sin Action — 100 Cases from the Egmont Group,” A compilation
of 100 sanitized cases on successes and learning momentsin the fight against money laundering.

Eggen, Dan and Kathleen Day. 2002. “U.S. Probe of Sept. 11 Financing WrapsUp,” The
Washington Post, January 7: p. AO1.

Eggen, Dan and Bob Woodward. 2001. “FBI Probe of Al Qaeda ImpliesWide Presence,” The
Washington Post, December 30: p. AOL

Ehrenfeld, Rachel. 1992. Evil Money: Encounters Along the Money Trail. New York: Harper
Collins Publishers.

Abstract (from First Search)

Examines the international network of money laundering and its corrupting effects. Discusses the
legacy of Meyer Lansky, inventor of the methods used today by modern drug money launderers and
other criminals. Describes the problem the Bahamas had with money laundering in the 1970s and
1980s, and considers whether the situation has really improved since the mid-1980s. Examines"La
Mina," alaundering organization of Colombia's drug cartels. Discusses "Polar Cap," the largest and
most complicated anti-drug-money-laundering operation undertaken by the U.S. government. Presents
the story of the Bank of Credit and Commerce International, S.A. (BCCI) and the BCCI scandal.
Examines the parallel's between the escalating crime, public apathy, and corruption of public officialsin
the United States and the decline of democracy in Colombia. Ehrenfeld is aresearch scholar at New

Y ork University School of Law.

Summary (from the Barnes and Noble Website)

From Our Editors

Exposes the web of complicity that surrounds money laundering, now a one-trillion-dollar industry
worldwide and athreat that undermines the economies of many countries, including the United States.
B&Wi illus.

From Library Journal

Evil Money discusses the laundering of ill-gotten money, usually from drug trafficking via various
routes (e.g., from offshore banks to U.S. banks by wire transfer). The problem, as Ehrenfeld, author of
Narco-Terrorism ( LJ 10/1/90), points out, is that money laundering enables drug smugglers, mobsters,
and othersto legitimize their criminal proceeds and use them to expand operations, further corrupting
the system. Ehrenfeld argues that Colombia has been so corrupted by illegal drugsthat it isno longer a
democracy but rather a drug-infested oligopoly, and she fears something similar might occur in the
United States.
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The author documents her case by looking at money laundering in the Bahamas and its early
connections with gangster Meyer Lansky. She closely examines the various drug cartels as well asthe
Bank of Credit and Commerce International (BCCI) scandal, the subject of James Ring Adams and
Douglas Frantz's A Full Service Bank ( LJ 3/1/92) and Mark Potts and others Dirty Money ( LJ
5/1/92). However, she offers very few practical solutions that might correct the situation. Still, thisis
recommended for popular nonfiction collections in most public libraries.-- Richard Drezen, Merrill
Lynch Lib., New York

From The New York Review of Books

Evil Money isfilled with ethnic stereotypes (‘a shrewd self-assured Arab merchant’), belabored
sentences ('skepticism must have been painted all over my face'), questionable political judgments
('What most visitors do not realize is that Switzerland is a police state'), and breathless self-
dramatization. 'Most of my friends and associates and even strangers who heard what | was doing
warned me that | could be in danger,’ Ehrenfeld writes in the introduction. 'Some even avoided meeting
mein public places. More than afew requested that their assistance remain unacknowledged. Even my
typist requested anonymity. | never doubted the importance of the work | was doing, and luckily neither
did my publisher...." Unfortunately, that publisher paid little attention to such matters as veracity and
plausibility.

From Rich Lowry - National Review

Miss Ehrenfeld's reporting consists of anecdotes recounted in minute detail, often to little purpose.
What analysis she offers comes mostly in afinal chapter warning of the 'Colombianization of the
United States: Miss Ehrenfeld claims, in ametaphor that is hard to visualize, that 'Adam Smith's
"invisible hand" . . . is now stabbing itself in the back' as traffickers take advantage of capitalism to
transform Americainto a'symbol of crime degeneracy.' Coming at the end of a book that is stuffed
with accounts of money-laundering cases assiduously broken by U.S. law-enforcement agencies, the
charge rings hollow.

Ehrenstein, Michael David. 1990. " Tracking Narco-Dallars: The Evolution of a Potent Weapon
in the Drug War." University of Miami Inter-American Law Review, Summer: pp. 637-677.

Elliot K. A. 1997. Corruption and the Global Economy. Institutefor International Economics.

El-Shelkh, Fath EI-Rahman Abdalla. 1998. " Civil Libertiesand Privacy.” Journal of Money
Laundering Control. Institute of Advanced L egal Studies. Vol. 2, No. 1, Summer.
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Evans, J. 1994. “The Proceeds of Crime: Problems of I nvestigation and Prosecution.” Paper
presented to the United Nations Inter national Conference on Preventing and Controlling M oney
Laundering and the Use of the Proceeds of Crime: A Global Approach, Cour mayeur Mont
Blanc, Italy, 18-20 June.

Falletti, F. et Frédéric de Bove. 1998. Planéte Criminelle (L e crime phénomene sociale du
siecle?). Presse Universitaire de France (PUF), Paris.

Farah, Douglas. 2001. “Digging Up Congo’'s Dirty Gems,” The Washington Post, December 30:
p. AO1.

Farley, Hugh T. 1990. “Financial Institutions and the Problem of Money Laundering: A Guide
to State and Federal Action: A Report,” Albany, N.Y.: New York State Senate Committee on
Banks.

Feng, Y. 1997. " China, the Crime of Embezzlement and Bribery - Weapon against M oney
Launderers.” Journal of Money Laundering Control, Vol.1, No.2, October.

Financial Action Task Force on Money Laundering. 2001. Report on Money Laundering
Typologies 2000 - 2001. February. (Availableat: http://www1.0ecd.or g/fatf/pdf/TY 2001 _en.pdf).

Abstract

The FATF typologies exercise provides a venue for law enforcement and regulatory experts to identify
and describe current money laundering methods and trends, emerging vulnerabilities, and potential
counter-measures. The discussions at the Oslo meeting were preceded by presentations and debates on
a series of mgjor money laundering issues agreed upon beforehand by the FATF Plenary. The primary
focus of this exercise, asit is each year, was on developments in and observed by FATF member
jurisdictions. However, given the increased participation of countries from outside the FATF, the
experts also devoted part of the meeting to hearing presentations on the trends in other regions of the
world.

Asin previous typologies exercises, delegations and invited experts submitted written material to serve
as the starting point for debate and to provide supplemental information for the report. This document
isthe report of the FATF-XI1I exercise on money laundering typologies and reflects, therefore, the
ideas discussed at the experts meeting and incorporates other material as submitted by each
participating country or organization.
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The report isdivided into two parts. The first part deals with the five major issues examined by the
experts group. These include: on-line banking and Internet casinos; trusts, other non-corporate vehicles
and money laundering; lawyers/ notaries, accountants and other professionals; the role of cash vs.
other payment methods in money laundering schemes; and terrorist related money laundering. The
second part of the report focuses first on money laundering trends as they have been observed in FATF
member countries and second on trends for other regions of the world. In an effort to make this report
more relevant to the reader and to illustrate better some of the issues confronting authorities
responsible for combating money laundering, case examples have been provided throughout the text.

Financial Action Task Force on Money Laundering. 2001. Special Recommendations on
Terrorist Financing. October. (Available at: http://www1.oecd.or g/fatf/pdf/SRecTF_en.pdf).

Abstract (from the paper)

Recognizing the vital importance of taking action to combat the financing of terrorism, the FATF has
agreed these Recommendations, which, when combined with the FATF Forty Recommendations on
money laundering, set out the basic framework to detect, prevent and suppress the financing of
terrorism and terrorist acts.

Financial Action Task Forceon Money Laundering. 1996. The Forty Recommendations.
(Available at: http://www1.0ecd.or g/fatf/pdf/40Rec_en.pdf).

Abstract

Drafted by the FATF in 1990 and revised in 1996, the Forty Recommendations are a comprehensive
blueprint for action against money laundering. They encompass the financial system and regulation, the
criminal justice system, law enforcement, and international co-operation. Each FATF member has
made afirm political commitment to combat money laundering based on them. The Forty
Recommendations have come to be recognized as the international standard for anti-money laundering
programs. A number of non-FATF Member countries have also used them in developing their efforts to
address money laundering.

Financial Action Task Forceon Money Laundering. 2001. Basic Facts about Money
Laundering. (Available at: http://www1.oecd.or g/fatf/M Laundering_en.htm).

Summary (some of the questions from the paper)
What is money laundering? Money laundering is the processing of criminal proceeds to disguise their

illegal origin. This processis of critical importance, asit enables the criminal to enjoy these profits
without jeopardizing their source.
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What isthe scale of the problem? ...1996 statistics ... indicate that money laundering ranged
between US Dollar (USD) 590 billion and USD 1.5 trillion. The lower figure is roughly equivalent to
the value of the total output of an economy the size of Spain.

Wher e does money laundering occur? ... it can occur practically anywhere in the world. Generally,
money launderers tend to seek out areas in which thereis alow risk of detection due to weak or
ineffective anti-money laundering programs. Because the objective of money laundering is to get the
illegal funds back to the individual who generated them, launderers usually prefer to move funds
through areas with stable financial systems.

How does money laundering affect business? The integrity of the banking and financial services
marketplace depends heavily on the perception that it functions within aframework of high legal,
professional and ethical standards. A reputation for integrity is the one of the most valuable assets of a
financial institution.

Asfor the potential negative macroeconomic consequences of unchecked money laundering, the
International Monetary Fund has cited inexplicable changes in money demand, prudential risks to bank
soundness, contamination effects on legal financial transactions, and increased volatility of
international capital flows and exchange rates due to unanticipated cross-border asset transfers.

What influence does money laundering have on economic development? Some might argue that
devel oping economies cannot afford to be too selective about the sources of capital they attract. But
postponing action is dangerous. The moreit is deferred, the more entrenched organized crime can
become.

What isthe connection with society at large? The possible socia and political costs of money
laundering, if left unchecked or dealt with ineffectively, are serious. Organized crime can infiltrate
financial institutions, acquire control of large sectors of the economy through investment, or offer
bribes to public officials and indeed governments.

The economic and political influence of criminal organizations can weaken the social fabric, collective
ethical standards, and ultimately the democratic institutions of society.

How does fighting money laundering help fight crime? Money laundering is athreat to the good
functioning of afinancia system; however, it can aso be the Achilles hedl of criminal activity. Most
importantly, however, targeting the money laundering aspect of criminal activity and depriving the
criminal of hisill-gotten gains means hitting him where he is vulnerable. Without a usable profit, the
criminal activity will not continue.

Financial Action Task Force on Money Laundering. 1999. Money Laundering. Policy Brief.
July. http://lwww1.0ecd.or g/fatf/pdf/PB9906_en.pdf
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Abstract
The Brief is presents the same materia asin the Basic Facts about Money Laundering .

Financial Action Task Force on Money on Money Laundering. 2000. “Review to I dentify Non-
Cooperative Countriesor Territories: Increasing the Wor ldwide Effectiveness of Anti-Money
Laundering Measures,” Paris. FATF/GAFI, June 22. (Availableat:

http://lwww1.oecd.or g/fatf/pdf/NCCT2000_en.pdf).

Summary (from the Report)

The Forty Recommendations of the Financial Action Task Force on Money Laundering (FATF) have
been established as the international standard for effective antimony laundering measures.

FATF regularly reviews its members to check their compliance with these Forty Recommendations and
to suggest areas for improvement. It does this through annual self-assessment exercises and periodic
mutual evaluations of its members. The FATF a so identifies emerging trends in methods used to
launder money and suggests measures to combat them.

Combating money laundering is a dynamic process because the criminals who launder money are
continuously seeking new ways to achieve their illegal ends. Moreover, it has become evident to the
FATF through its regular typologies exercises that as its members have strengthened their systems to
combat money laundering the criminals have sought to exploit weaknesses in other jurisdictions to
continue their laundering activities. And so to foster truly global implementation of international anti-
money laundering standards, the FATF was charged in its current mandate to promote the
establishment of regional anti-money laundering groups to complement the FATF swork and help
spread the FATF philosophy throughout the world.

In order to reduce the vulnerability of the international financial system to money laundering,
governments must intensify their efforts to remove any detrimental rules and practices which obstruct
international co-operation against money laundering. Since the end of 1998, the FATF has been
engaged in asignificant initiative to identify key anti-money laundering weaknesses in jurisdictions
inside and outside its membership.
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In this context, on 14 February 2000, the FATF published an initial report on the issue of non-
cooperative countries and territories in the international fight against money laundering. The February
2000 report set out twenty-five criteriato identify detrimental rules and practices which impede
international co-operation in the fight against money laundering (see Appendix). The criteriaare
consistent with the FATF Forty Recommendations. The report also described a process designed to
identify jurisdictions which have rules and practices that can impede the fight against money laundering
and to encourage these jurisdictions to implement international standardsin this area. Finaly, the report
contained a set of possible counter-measures that FATF members could use to protect their economies
against the proceeds of crime.

The goal of the FATF swork in thisareaisto secure the adoption by all financial centers of
international standards to prevent, detect and punish money laundering.

At its Plenary meeting on 20-22 June 2000, the FATF approved this report. Section one of this report
summarizes the review process. In section two, the report briefly describes the findings with respect to
the jurisdictions studied. Section three highlights issues that were raised during the process that warrant
further consideration by the FATF. Section four outlines future steps to be taken and identifies 15
countries or territories which are viewed by the FATF as non-cooperative in the fight against money
laundering.

Financial Crimes Enforcement Network (FINCEN). 1992. An Assessment of Nar cotics-Related
Money Laundering. United States Department of the Treasury, Washington, DC.

Financial Crimes Enforcement Network (FINnCEN). 1992. Financial I nvestigation Ter minology:
A Multilingual Glossary - English, French, German, Italian and Spanish. United States
Department of the Treasury, Washington, DC.

Financial Crimes Enforcement Network (FINnCEN). 1992. Wire Transfer Systems: CHIPS and
SWIFT. A Reference Guide. United States Department of the Treasury, Washington, DC.

Fiorentini, G. and S. Peltman. 1997. The Economics of Organized Crime. Cambridge:
Cambridge University Press.

Fisse, B. D. Fraser and G. Coss, eds. 1992. TheMoney Trail. Sydney: Law Book Co.

Fisse, B. 1994. “Money Laundering, Regulatory Strategy and I nternational Cor porate
Controls.” Paper presented to the International Conference on Preventing and Controlling

Money Laundering and the Use of the Proceeds of Crime: A Global Approach. Courmayeur
Mont Blanc, Italy, 18-20 June.
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Fituni, L. 1998. "Russia: Organised Crime and Money Laundering.” Journal of Money
Laundering Control, Vol.1, No.4, April.

Fitzgerald, Peter L. 2001. “Drug Kingpinsand Blacklists: Compliance | ssueswith US Economic
Sanctions; Part 2,” Journal of Money Laundering Control, Vol. 5, No. 1: pp. 66-86.

Fitzgerald, Peter L. 2001. “Drug Kingpinsand Blacklists: Compliance | ssueswith US Economic
Sanctions; Part 3,” Journal of Money Laundering Control, Vol. 5, No. 2: pp. 162-182.

Flight, Howard. 2002. “Taxation and Money Laundering: A Personal View,” Journal of Money
Laundering Control, Vol. 5, No. 4: pp. 323-324.

Friedman, Eric, Johnson, S., Kaufmann, D., and Zoido-L obaton, P. 2000. " Dodging the
Grabbing Hand: The Deter minants of Unofficial Activity in 69 Countries', The Journal of
Public Economics, June.

Froomkin, S. M. 1997. " Offshore Centresand Money Laundering.” Journal of M oney
Laundering Control, Vol.1, No.2, October.

Galeotti, M. 1998. " The Mafiya and the New Russia." Australian Journal of Palitics, Vol. 44, No.
3, September: pp. 415-429.

Gilmore, William C. ed. 1992. International Effortsto Combat Money Laundering, Cambridge:
Grotius Publications.

Gilmore, William C. 1999. Dirty Money: The evolution of money laundering counter -measur es.
Council of Europe Press, Strasbourg, 2nd ed. Rev. and expanded. (Availablefor purchase at:
http://book.coe.int/GB/CAT/LIV/HTM/I1440.htm)

Abstract (from the above website)

The links between money-laundering, organized crime, drug-trafficking and terrorism are not new and
continue to threaten the stability of financial institutions and, ultimately, democracy and the rule of law.

This second revised and expanded edition of Dirty money describes money-laundering activities and
analysesinitiatives taken in avariety of international fora, including the FATF, the Council of Europe
and the European Union which aim to enhance the effectiveness of existing counter-measures. It also
presents the new measures put in place to meet the fresh challenges that have arisen, ranging from
Internet banking to the introduction of the euro.
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Money-laundering uses new methods which make full use of the new technologies. The author
describes how the laundering of criminal proceeds through the abuse of Internet banking and gambling,
and the potential for abuse presented by the devel opment of "smart cards" and cyberwallets. To combat
these advances in criminal activity, existing money-laundering measures have been revised and new
ones have been elaborated.

In the few years since publication of the first edition of this book (1995), there have been significant
improvements in understanding the nature and extent of the money-laundering problem and important
changesin international and national strategiesto combat it. This work describes the various
international measures being taken, such as Project Octopus and the work of individual countries, with
specific updating of the situation in the Caribbean, Latin Americaand Asia

Glover, J. 1997. " Taxing the Proceeds of Crime," Journal of Money Laundering Contral, Vol.1,
No.2, October.

Gold, M & Levi, M. 1994. Money-Launderingin the UK: an Appraisal of Suspicion-Based
Transaction Reporting. Police Foundation, L ondon.

Gomez Iniesta, D. J. 1996. “El delito de blanqueo de capitales en der echo espaiiol”. CEDECS
Editorial, Barcelona.

Goto, H. 1997. " The Business of Organized Crimein Japan.” Journal of Money Laundering
Control, Vol.1, June.

Graycar, A & Grabosky, P (eds). 1996. Money-Laundering in the Twenty-First Century: Risks
and Countermeasures. Australian I nstitute of Criminology, Canberra.

Greenberg, T. S. 1994. “Anti-Money Laundering Activitiesin the United States.” Action Against
Transnational Criminality: Papersfrom the 1993 Oxford Conference on International and White
Collar Crime, London.

Griffith, I. L. 1997. “Narcotics Arms Trafficking, Corruption and Governancein the
Caribbean,” Journal of Money Laundering Control, Vol.1, No.2, October.

Gubbay, A. R. 1998. “Zimbabwe: Proposed Additional Money Laundering L egislation,” Jour nal
of Money Laundering Control, Vol.1, No.4, April.

Gubbay, A. R. 1998. “Zimbawe: Report on Money Laundering,” Journal of Money Laundering
Control, Vol.1, No.3, January 1998.

Gurwin, Larry. 1988. Dirty Money, New York, N.Y.: Times Books.
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Hampton, M. 1999. Microstates and offshorefinance: the political economy of vulnerability.
Southsea, University of Portsmouth, Department of Economics.

Hampton, M. 1996. The Offshore Interface: Tax Havensin the Global Economy, Macmillan,
Basingstoke. (Availablefor purchase at: http://books.global-investor.com/book s/3813.htm)

Abstract (from the book’ s Jacket)

This book opens up the secret world of tax havens and offshore finance centers (OFCs), a vast offshore
business valued at over onetrillion US dollars. It isatimely and original analysis of the role of OFCsin
the emerging global economy. The books discusses who uses OFCs, how OFCs work, and what drives
their development. Extensive use of case study material from Jersey illustrates the growth of a
successful OFC and itsimpact on asmall island.

Harris, D. and S. Hellman. 1997. " Cayman Islands. Anti-Money Laundering Legislation - The
Proceeds of Criminal Conduct Law 1996," Journal of Money Laundering Control, Vol.1, June.

Haynes, A. 1997. " Securitisation, Money Laundering and Fraud,” Journal of Money
Laundering Control, Vol.1, No.2, October 1997.

Hellman, Joel and Kaufmann, D. 2001. " Confronting the Challenge of State Capturein
Transition Economies’, IMF's Finance and Development, September.
http://www.imf.or g/exter nal/pubg/ft/fandd/2001/09/hellman.htm

Summary (from the introduction)

When we think about corruption, an image quickly comes to mind of a bureaucrat extorting bribes from
powerless individuals and defenseless firms simply to enable them to "get things done." Behind this
view lies an understanding of the state extracting rents from the economy for the exclusive benefit of
politicians and bureaucrats. Such an approach has had a powerful impact on the way corruption has
been analyzed and measured in recent years. The resulting policy recommendations have emphasized
reducing the discretionary authority of state officials to eliminate their opportunities to extract bribes.
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In transition economies, corruption has taken on a new image—that of so-called oligarchs manipulating
policy formation and even shaping the emerging rules of the game to their own, very substantial
advantage. We refer to this behavior as state capture. Though this form of grand corruption is
increasingly being recognized as the most pernicious and intractable problem in the political economy
of reform, few systematic efforts have been made to distinguish its causes and consequences from those
of other forms of corruption. Moreover, there have not been any attempts to measure this specific type
of corruption and to compare it across countries.

We define state capture as the efforts of firms to shape the laws, policies, and regulations of the state to
their own advantage by providing illicit private gains to public officials. We develop a method to
measure this form of grand corruption based on the findings and analysis of a survey of nearly 4,000
firmsin 22 transition countries.

In recognizing the problem of state capture, we wish to focus attention on the complex interactions
between firms and the state. In particular, we emphasize the importance of mechanisms through which
firms seek to shape decisions taken by the state to gain specific advantages, often through the
imposition of anticompetitive barriers that generate highly concentrated gains to selected powerful
firms at asignificant social cost. Because such firms use their influence to block any policy reforms
that might eliminate these advantages, state capture has become not merely a symptom but also a
fundamental cause of poor governance. In this view, the capture economy istrapped in avicious circle
in which the policy and institutional reforms necessary to improve governance are undermined by
collusion between powerful firms and state officials who reap substantial private gains from the
continuation of weak governance

Hinterseer, R. K. 1997. " An Economic Analysis of Money Laundering." Journal of M oney
Laundering Control, Vol.1, No.2, October.

Hinterseer, Kris. 2001. “ The Wolfsberg Anti-Money Laundering Principles,” Journal of Money
Laundering Control, Vol. 5, No. 1: pp. 25-41.

Hishon, Robert H. and Richard A. Westin. 1993. Tax Fraud and Money Laundering, Houston,
Tex.: John Marshall Pub. Co.

Institut International de Droit d'Expression Francaise. 1993. " Le blanchiment del'argent dela
drogue." Revue Juridique et Politique, numéro spécial, n°2, avril-aodt.

International Monetary Fund and World Bank. 2001. “ Enhancing Contributionsto Combating
Money Laundering: Policy Paper,” April. (Available
http://www.imf.or g/exter nal/np/mli/2001/eng/042601.PDF).
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The International Monetary and Financial Committee (IMFC), at its September 2000, meeting,
requested “the Fund to prepare ajoint paper with the Bank on their respective roles in combating
money laundering and financial crime, and in protecting the international financial system.” Moreover,
the two institutions were asked to explore incorporating work on financial system abuse, particularly
with respect to international efforts to fight against money laundering into its various activities, as
relevant and appropriate.

Aninformal question and answer session with the Fund Board was held in February 2001 on the basis
of the staff paper Financial System Abuse, Financial Crime and Money L aundering-Background Paper
(SM/01/46); in September 2000, Bank staff prepared an information note for the Bank Board on The
Role of the World Bank Group in Promoting the Integrity of Financial Markets (September 21, 2000).
These documents provide relevant background material for this paper. A joint Fund/Bank workshop on
financial abuse, with seven outside speakers (including the current President of the Financial Action
Task Force (FATF)), was held at the Fund on February 27, 2001.

Although no formal conclusions were drawn from these meetings, the following propositions seemed
to gain some acceptance:

(1) while financial abuse coversavariety of activities, it would be productive at the present time
to concentrate on the role of the Fund and Bank in efforts to combat money laundering;
(i) the Fund and the Bank are already helping countries strengthen their financial supervision and

regulation, as well aslegal and governance structures, contributing to the prevention of financial sector
crime and money laundering;

(iii) substantial efforts relevant to countering money laundering are undertaken by other bodies
and closer international cooperation would benefit all; and

(iv) the Fund’ s and the Bank’ s work on strengthening financial supervision through the application
of financial standards, including the preparation of relevant Report on the Observance of Standards and
Codes (ROSC), overlaps with the financial/supervisory aspects of the Financial Action Task Force 40
Recommendations (FATF 40).

This paper proposes that the Fund and the Bank strengthen their role in the global fight against
financial sector abuse, and money laundering specifically, by:

() publicizing, through official statements and other forms of outreach, both the need to put in place
the necessary economic, financial, and legal systems designed to protect against money laundering and
the role that the Bank and the Fund are playing in helping to meet this need,;

(i1) recognizing the FATF 40 as a standard for anti-money laundering useful for Fund/Bank operational
work;
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(iii) when undertaking Financial Sector Assessment Program (FSAP), ROSCs and Offshore Financial
Center (OFC) assessments, intensifying the focus on anti-money laundering el ements in the assessment
of supervisory standards-Basel Committee Principles (BCPs), International Organization of Securities
Commissions Objectives and Principles for Securities Regulation (I0SCO Principles), and the
International Association of Insurance Supervisors Insurance Supervisory Principles (IAIS
Principles)-and producing a detailed assessment which, with the concerned country’ s permission, could
be published or shared with the FATF and/or the appropriate regiona anti-money laundering task
forces;

(iv) working more closely with the major international anti-money laundering groups;

(v) increasing the provision of technical assistance (TA) from the Bank and Fund in this area.

Section |1 discusses work currently undertaken by the Fund and Bank that is relevant to countering
financial abuse, especially with respect to helping national authorities improve their systems of
financial regulation and supervision so as to create the environment within financial institutions to
deter financial crime and money laundering. The paper then reportsin Section 111 on the wider
international efforts, including the work of the FATF and regional anti-money laundering task forces,
in combating money laundering.

Steps to enhance the Fund and Bank contributions to anti-money laundering efforts are proposed in
Section V. Section V discusses the resource implications. The key questions before Executive
Directors (Section V1) are (a) whether the FATF 40 should be recognized as a standard for Fund and
Bank operational work; and (b) how to enhance work on money laundering issues in Fund and Bank
activities, in particular in technical assistance, including with respect to FSAP, ROSCs and OFC
assessments, as well as in the context of technical assistance.

International Monetary Fund. 2001. “Financial System Abuse, Financial Crime and Money
Laundering - Background Paper.” Prepared by the Monetary and Exchange Affairsand Policy
Department and Review Departmentsin Consultation with Legal and other Department. Feb, 12.
(Availableat: http://www.imf.or g/exter nal/np/ml/2001/eng/021201.pdf ).

Summary (from the Introduction)

1. Atits September, 2000, meeting the International Monetary and Financial Committee (IMFC),
requested that the Fund prepare ajoint paper with the World Bank on their respective rolesin
combating money laundering and financial crime, and in protecting the international financial system.
Moreover, the Fund was specifically asked “to explore incorporating work on financial system abuse,
particularly with respect to international efforts to fight against money laundering into its various
activities, as relevant and appropriate.” (See Annex ). The purpose of this paper isto present
background information prior to the forthcoming consideration of this requested joint paper with the
World Bank.
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2. TheIMFC recognized that the Fund hasto play its role in protecting the integrity of the
international financial system from abuse through its efforts, inter alia, to promote sound financial
systems and good governance. The World Bank, consistent with its development mandate and areas of
comparative advantage, plays an important role in assisting countries in legal reforms, oftenin the
context of national anti-corruption programs, and in the design and implementation of capacity building
programs (e.g., in the context of legal and judicial reform, establishing protection of shareholders
rights) and the promotion of governance and transparency principles and practices in the financial
sector.

3. Thispaper isorganized as follows. Section Il reviews current usage and suggests interpretations of
various terms such as financia system abuse, financial crime, and money laundering. The empirical
evidence on the macroeconomic impact of financial system abuse, focusing on money laundering, is
discussed in Section I111. The work of other relevant bodies on these issues, especialy the Financial
Action Task Force (FATF), is presented in Section V.

International Monetary Fund. 2001. “ Survey on Workshop on Financial Abuse and Money
Laundering,” March. (Availableat:
http://www.imf.or g/exter nal/pubs/ft/survey/2001/031901.pdf).

Abstract

“Fighting money laundering makes it more difficult for criminals to retain the proceeds of their crimes.
On February 19, panelists participating in ajoint IMF-World Bank workshop on financial abuse
stressed this point and gave special attention to multinational efforts to combat money laundering” (p.
85).

The first panel addressed the negative impact of underlying crimes behind money laundering, which
retard economic growth, lower foreign direct investment and decrease government resources. These
effects can also be politically destabilizing. The second panel investigated the link between money
laundering and other financial crimes, emphasizing that measures to combat |aundering can also be
helpful in addressing other crimes. Narcotics, prostitution and terrorism are the biggest sources of
laundered funds. The third panel emphasized that banks are concerned about reputation and legal risks,
which means paying attention to money laundering issues. It isworth noting that in developing
measures, regulators must balance compliance costs with risks, because there is “a point at which the
costsincurred in controlling the risk will outweigh the benefits’ (p. 88).

Intriago, CharlesA. 1991. International Money Laundering, London: Eurostudy Pub. Co.
Itzikowitz, Angela. 1998. " South Africa: Prevention and Control of Money Laundering.”

Journal of Money Laundering Control. Institute of Advanced L egal Studies. Volume Two,
Number One, Summer.
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Control, Vol.1, No.4, April.

Jackson, Andrew. 2000. “Recognizing and Reporting Money Laundering: How Well Should
You Know Your Customer?” Journal of Money Laundering Control - Vol 3. No.4.

Abstract

After illustrating several anecdotes on money laundering, the author notes that the environment the
illicit practice has become more difficult, including proactive measures such as know-your-customer
(KYC) provisions. Still, KY C isdifficult to implement, because there is no obvious end point to the
information that would be useful to a bank manager in seeking to prevent money laundering, and it will
be hard to deal with third-party introducers (where the main beneficiaries wish to remain anonymous),
and it can be hard to balance KY C with a customer’ s right to privacy.
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Kapoor, S. 1996. Bad money, bad politics: theuntold Hawala story. Har-Anand Publications,
New Dehli.

Karchmer, Cliff. 1988. Illegal Money Laundering - A Strategy & Resource Guidefor Law
Enforcement Agencies. Police Executive Resour ces, Washington, DC.

Katsios, Stavros. 1998. Money Laundering: The Geopalitics of the International Financial
System, Thessaloniki: Sakkoulas Publications.

Kaufmann, Daniel. 2001. " Governancein Finance and Banking: Confronting the Challenge of
Money Laundering” Strategic Considerations, Proposed Approach, and L earning Program
Activitiesfor client countries, FY'02. November. (WBI draft).

Kaufmann, Daniel, Kraay, A. and Zoido-Lobaton, P. 1999. " Governance Matters;" World
Bank Policy Resear ch Working Paper 2196, October .

Keh, D. 1996. " Economic Reform and Criminal Finance." Transnational Organized Crime,
Volume 2, n°1, spring: pp. 66-80.

Keh, Douglas|. 1996. " Drug Money in a Changing World: Economic Reform and Criminal
Finance" . United National International Drug Control Programme. UNDCP Technical SeriesNo.
4. http://lwww.odccp.org/pdf/technical_series 1996-01-01 2.pdf

Abstract (from the introduction)

Over the past decade, a virtual consensus on the market has emerged. While debate continues between
differing schools of thought, hard-line critics of liberal economic ideology have grown reticent due to
the discrediting of the socialist model of economic growth. One reflection of this trend is the embrace
of market reforms by developing and formerly socialist countries. The ongoing transfer of allocative
influence to the market has exposed a need to ensure that reliance on market forces is not exploited by
actorsinvolved inillegal activities. This paper examines one such kind of actor: the drug-trafficking
organization. It explains why the welcome reforms introduced by governments throughout the world
could be exploited by those who have profited from the international drug trade. The need to safeguard
the reform process from criminal elements has never been greater.
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The aim of this paper isto explain why drug traffickers may be attracted to short-term investment
opportunities in economies undergoing reform. It iswidely accepted that drug trafficking organizations
have considerable cash reserves at their disposal. With the advent of tighter banking controls, drug
traffickers face increasing difficulty in laundering those funds for use in the legitimate economy,
particularly in traditional money-laundering “ safe havens.” It is thus significant that in reforming
economies, governments have sought to achieve stability by reducing money supply growth and reining
in public expenditures; as aresult, both consumers and companies in these reforming economies may
find difficulty in conducting business as usual. The wealthy drug trafficker faces a sectoral niche with
high profit potential.
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Abstract (from the paper)

The purpose of this paper isto apply the tools of economic analysis to the topic of money laundering by
connecting macroeconomic theory, the economic theory of crime and the theory of banking regulation.
First, the macroeconomic analysis considers the hypothesis of a multiplication effect of money
laundering, assessing the relationships between financial structure and real criminal businesses. Then
we show the micro effects of money laundering caused by the presence of asymmetric and incomplete
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Abstract (from the introduction)

The objective of this paper isto point up the link between the effectiveness of anti-laundering
regulations and the characteristics of the relative compliance costs for banks, with particular attention
to the bank-customer relationships. The work is organized as follows. The second section contains the
economic framework, that starts with the assumption that intermediaries have an information advantage
and then demonstrates, by means of a principal-agent model, how this advantage can produce collective
advantages in the war against money-laundering only if the regulations take the problem of compliance
costs into due consideration.
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Abstract (from the paper)

The author argues that from Moscow to Buenos Aires, money laundering scandals sap economies and
destabilize governments. Policymakers blame crime cartels, tax havens, and new techniques like
cyberlaundering. But dirty money long predates such influences. Without unified rules governing
global finance, outlaws will always exploit disparate legal systemsto stash the proceeds of their crimes.
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Parlour, R. 1995. Butterworthsinternational guide to money laundering: law and practice.
Butterworths, L ondon.

Payne, DouglasW. 1997. Why Drug Traffickers Love Free Trade. Dissent, Summer: pp. 59-64.
Pensa, A. 1998. “Money Launderingin Italy,” Paper presented at |SPAC International
Conference on " Responding to the Challenges of Transnational Crime", Vienna, Austria 25 - 27

September.

Percovich Mallea, CarlosE. 1998. Lavado de Dinero. 2da. edicion - Aumentaday corregida.
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Possamai, Mario. 1992. Money on the Run: Canada and How the World's Dirty ProfitsAre
Laundered. Toronto: Penguin.

Pound, Edward T. 2001. “ Theroot of all evil: His money makes bin Laden dangerous. Soit's
being taken away.” Investigative Report. US News & World Report. December 3.

Abstract

Osama bin Laden finances his activities less from his personal wealth than through a*“formidable
network of global fundraising operations involving Islamic charities, front companies, money
transmitters, legitimate businesses, and criminal activity, including drug trafficking and money
laundering” (p. 29). Some terrorist groups even fund their efforts from food stamps and insurance
fraud schemesin the United States. About 120 countries are working together in investigating a
Qaeda finances.

Powis, Robert. 1992. The Money Launderers. Lessons from the Drug Wars - How Billions of
Illegal Dollars Are Washed Through Banks and Businesses. Probus Publishing, Chicago, 1992.

Priess, Richard T. 1998. " The Consequences of Anonymous Accessto the Financial Payments
System." Journal of Money Laundering Control. Institute of Advanced L egal Studies. Vol. No. 1,
Summer 1998.

Quirk, Peter J. 1996. " M acroeconomic I mplications of Money Laundering" . I nternational
Monetary Fund Working Paper 96/66. June. (Available at:
http://www.imf.or g/exter nal/pubs/cat/doctext.cfm?docno=W PI EA0661996).

Abstract (from the paper)

This paper reviews the main analytical, empirical and policy issues related to the macroeconomic
implications of money laundering. It discusses, how money laundering can be measured, given that itis
unobservable, and reports cross-section econometric estimates of the displacement of monetary
behavior in industrial countries attributed to money laundering. It then examines the various potential
channels by which money laundering influences macroeconomic performance, including an
econometric estimate of its effects on GDP growth rates. Also, the paper discusses macropolicy
implications, particularly in the areas of exchange controls, prudential banking supervision, tax
evasion, statistical reporting and legislation.

Summary (from the paper)
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Money laundering and measures to counter it have become the focus of an intense international effort.
Evaluation of the resource costs and benefits of the countermeasures depends in part on an
understanding of the macroeconomic effects of money laundering. The wide range of activities and
financial instrumentsinvolved in money laundering is not directly observable, and comprehensive,
microeconomic-based estimates are difficult to compile. Indirect, macroeconomic-based techniques
that involve estimating the extent of money laundering are, therefore, the focus of most empirical work.
This paper introduces an international cross-section econometric examination of the role of money
laundering, tax evasion, and employment opportunities in determining monetary behavior, and
concludes that money laundering has a significant role. A shift is detected from the use of currency in
the 1980s to noncash money laundering in the 1990s.

The economic literature suggests that money laundering can distort economic data and thus distort
macroeconomic analysis and policymaking. In addition, there may be direct effects on saving resulting
from induced changes in income distribution and from the erosion of confidence in financial markets.
The paper reports afirst attempt at econometric estimation to link differences in economic growth rates
among industrial countriesto crime as a proxy for money laundering; some evidenceis found of a
depressant effect on growth.

Finally, the paper examines the implications for economic policymakers. Freedom to launder money
could promote private economic welfare for some while undermining social welfare. Public policy
considerations, therefore, suggest an antilaundering role for financial institutions involved in prudential
banking supervision, tax evasion monitoring, statistical reporting, and legislation. However, in order to
minimize the negative consequences for macroeconomic efficiency, care must be taken in designing the
form of the interventions.

Quirk, Peter J. 1997 “Money Laundering: Muddying the Macroeconomy.” Finance and
Development. International Monetary Fund. March. Vol. 34, No. 1. (Availableat:
http://www.imf.or g/exter nal/pubg/ft/fandd/1997/03/pdf/quir k.pdf).

Abstract

“Money laundering can have devastating economic consequences’ (p. 7). Data on the size of money
laundering is scant, UK and US officials estimate that “the amount of money laundered annually in the
financia system worldwide was roughly $500 billion - some 2% of global GDP’ (p. 8). Moreover,
crimeisvery important in explaining variations in “currency and money demand across industrial
countries,” and “a 10% increase in crime, is associated with a 10% reduction in currency demand and a
6% reduction in overall money demand” (p. 8).
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“Money laundering threatens economic and financial systemsin many countries,” and has significant
effects on income distribution and macroeconomic variables, because “accumul ated balances of
laundered assets are likely to be larger than annual flows, increasing the potential for destabilizing,
economically inefficient movements, either across borders or domestically” (p. 9).

Ramasastry, A. 1998. " The Geographic Targeting Order: A Useful Tactic for Combating
Money Laundering by Non-Bank Entitiesin the USA." Journal of Money Laundering Control,
Vol.1, No.3, January

Reuter, P. 1996. “The Mismeasurement of the Illegal Drug Markets: The Implications of its
Irrelevance.” Exploring the Underground Economy, 63-80. (Available at:
http://lwww.puaf.umd.edu/faculty/paper §/r euter /pozo.pdf).

Summary (from the introduction)

Thelargest illegal market in the United States currently isthat for illegal drugs. It may be, in terms of
share of GNP, the largest ever. Given the low quality of estimates of income from any other illegal
market, the statement is hard to challenge but | believe that one can make a reasonable case that,
compared with the other candidates (e.g. prostitution, illegal gambling, counterfeiting) illegal drugs are
likely to generate much higher total revenuesto sellers. Certainly numbers are presented in avariety of
fora, predominantly political, suggesting that it is a major economic activity both in the United States
and globally. Figures such as $500 billion for world sales are thrown around quite glibly.

Even brief scrutiny of the global numbers suggests that they are grossly overstated. Though drug
markets are large, and involve a surprisingly large number of Americans on a part-time basis, the total
value of annual salesin the United Statesis likely to be around $50 billion, less than 1 percent of GDP
and less than 2 percent of Personal Consumption Expenditures. The global figureislikely to be no
more than twice this. One hundred billion dollars represents a large market but in the context of total
global trade flows of almost $3trillion, it is avery modest share indeed. That share declines to the
trivial when account is taken of the fact that most of the value added is domestic, so that valuing the
trade at import prices reduces it to probably no more than $20 billion.

In recent years the federal government has devel oped systematic estimates of domestic expenditures
that do indeed provide a reasonable basis for scaling the size of these markets. However, these coexist
with an essentially madcap series of federal figures on international production and prices that make a
mockery of the whole enterprise. These estimates and their components are so inconsistent and erratic
that they demonstrate what might reasonably be called a*“reckless disregard” for the truth. Moreover,
though it would be surprising if the government estimates of domestic expenditures were (say) only
half of the true value, the year to year fluctuations in these estimates may be wrong even in direction,
let alone scale.

http://www.worldbank.org/wbi/governance 53


http://www.puaf.umd.edu/faculty/papers/reuter/pozo.pdf
http://www.worldbank.org/wbi/governance

Anti-Money Laundering Literature Search, Alphabetical World Bank Institute

Does this mismeasurement matter? For those interested in the size of the underground economy, the
answer is clearly yes; estimates of the largest illegal market are potentially of considerable significance.
However, the estimates were not developed for those purposes but to help in the development of drug
policy. If policy making with respect to drugs were rational, or at least as analytically driven as say
monetary policy, then the exaggeration would be a serious problem. | shall argue that the numbers are
in fact just decorations on the policy process, rhetorical conveniences for official statements without
any serious consequences. Indeed, the irrelevance of these numbersisitself a condemnation of drug
policy decision making.

This paper has three sections. The first examines the official estimates of drug production, both in the
U.S. and the rest of the world, and salesin the United States, showing how implausible they are. The
second describes the process that generates them and its bureaucratic imperatives. Finally | consider the
policy interpretation of the mismeasurement.

Richards, J. R. 1999. Transnational criminal organizations, cybercrime, and money laundering:
a handbook for law enfor cement officers, auditors, and financial investigators. Boca Raton, FL :
CRC Press.

Rider, B. A. K. Corruption: The Enemy Within. Kluwer Law International, 1997.
Rider, Barry. 1994. “Taking the Profit out of Corruption,” in: Duc V. Trang (ed.), Corruption

and Democracy, Budapest: Institute for Constitutional and L egislative Policy: pp. 113-134.

Rider, Dr. Barry A. K. 1992. "Fei Ch'ien Laundries- The Pursuit of Flying Money." Journal of
I nter national Planning, August.

Ridley, N. 1998. "Bulgaria: Major Problems Caused by Illicit Money Transfer are Met with
Grim Determination.” Journal of Money Laundering Control, Vol.1, No.4, April 1998.

Riechel, Klaus-Walter. 2001. “Financial Sector Regulation: The Case of Small Pacific Island
Countries.” IMF Policy Discussion Paper PDP/01/6. (Available at:

http://www.imf.or g/exter nal/pubs/cat/longr es.cfm?sk=15412.0).

Abstract (from the paper)

This paper discusses issues of financial sector regulation and supervision in some resource-constrained
Pacific Island countries. The author reviews recent international initiatives directed towards offshore
financial centers and the fight against money laundering and other financial crime and explores their

significance for the Pacific island countries.

Summary (from the Introduction)
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Financial sector soundness and stability has emerged as one of the principal themes of economic policy
and international cooperation in the world. It encompasses awhole range of subject areas, including in
the first place the traditional concern about the appropriate regulation and effective supervision of
banks. Increasing attention has over the past decade also been given to measures to ensure the
soundness of nonblank financial intermediaries such as devel opment banks, provident funds and
insurance companies. More recently, the attention of both international organizations and national
authorities has been drawn to the operations, financial impact and prudential issues of offshore
financial centers, including their role in the growing problem of tax evasion and money laundering.

The present paper seeks to look at these issues from the perspective of the Pacific island countries
(PICs) in order to inform the authorities of PICs about the nature and implications of these international
developments and allow them to prepare appropriate action in their own countries and regionally to
ensure that they will remain an integrated and respected part of the international financial community.
In connection with this assessment, the paper will report on arecent initiative to strengthen regional
cooperation and coordination in financial sector regulation and supervision and indicate a number of
areas in need of further action.

Roberts, Susan, 1994. “Fictious Capital, Fictious Spaces. The Geography of Offshore Financial
Flows,” in: S. Cordbridge, N. Thrift, R. Martin, eds, Money, Power and Space, Oxford:
Blackwell.

Robinson, Jeffrey. 1994. The Laundrymen. London: Simon & Schuster Ltd.

Book Review by William Glasgall (available at:
http://www.businessweek.com/1996/34/b348941.htm):

HOT ZILLIONS - THE LAUNDRYMEN

Oneday inthefall of 1981, Humberto Orozco and his brother, Eduardo, walked into the lower-
Manhattan office of awell-known currency and gold dealer, Deak-Perera, to make an unusual deposit.
They handed over a pile of cardboard boxes of cash weighing 233 pounds--so much that Deak's staffers
needed nearly an entire day to count the $3.4 million the boxes contained. But Deak was hardly the
only house the Orozcos patronized. Between 1980 and 1982, they moved a staggering $151 million
through 11 New Y ork banks.
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Asyou (and federal authorities) suspected, the Orozcos were laundering cash from drug deals. They
were caught, Deak eventually collapsed as aresult of such practices, and Congress has since tightened
its laws on money laundering. But as Jeffrey Robinson observesin his entertaining and comprehensive
The Laundrymen, the art of hiding dirty and/or taxable money by moving it through the world financial
system is anything but dead. “The good guys are seriously outgunned,” writes Robinson, the author of
numerous books, including a biography of former Saudi Oil Minister Ahmed Zaki Y amani. The bad
guys, meanwhile, “only need to find one country or one bank willing to do their laundry.” And, as
Robinson suggests, there is no shortage of either.

The Laundrymen traces the business of moving dirty money back to Al Capone and mob banker Meyer
Lansky and takes the reader on a stroll through the affairs of a motley crew of like-minded notables,
ranging from Panamanian strongman Manuel Noriega to electronics-chain magnate “Crazy Eddie”
Antar. The book is so up-to-date that it even delvesinto the affairs of Raul Salinas, brother of former
Mexican President Carlos Salinas de Gortari.

The First Brother's hundreds of millionsin offshore accounts have piqued the interest of prosecutors
from Mexico to Switzerland. But Robinson's work is more than alaundry list. Impressively
documented, The Laundrymen is also an indictment of governments and banks that are unwilling to
deal decisively with an industry that the author estimates handles $200 billion to $500 billion a year.
While the U.S. has gone after money launderers with steely determination, he notes, Canada's lax rules
on reporting cash transactions make doing dirty deals a snap. And in emerging economies from Russia
to Kenya, bankers ask few questions of big depositors.

Even Switzerland takes its lumps: Although Swiss prosecutors have gone to unusual lengthsto help
U.S. and other investigators, it's still far too easy, Robinson maintains, to find a discreet banker to help
stash gquestionable cash. Worse yet, he says, advances in microelectronics are creating products such as
rechargeable cash cards that are tailor-made for future cyberlaunderers.

Robinson has no prescription for the problem--and other than more intense global scrutiny by law
enforcers and multinational financia organizations, there probably is no answer right now. But in
painting a clear picture of one of the world's sleaziest industries, Robinson has put money laundering
on display again. If that's the starting point for serious discussion and coordinated international action,
so much the better.

Rose-Ackerman S. 1999. Corruption and Government: Causes, Consequences and Reform,
Cambridge University Press.

Rossbacher, H. H. and T. W. Young. 1997. " The Foreign Corruption Practices Act within the

American Response to Domestic Corruption.” Journal of Money Laundering Control, Vol.1,
No.2, October.
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Sansonetti, Riccardo. 1998. " Switzerland: Legidation to Combat Money Laundering.” Journal
of Money Laundering Control. Institute of Advanced L egal Studies. Val. 2., No. 1, Summer.

Santini, Carlo. 2002. “ Globalization and the Offshore Dimension — Building I ntegrity,
Confidence and Cooperation,” Journal of Money Laundering Control, Vol. 5, No. 4: pp. 318-322.

Savona, E (ed). 1997. Respondingto Money Laundering: International Perspectives.
Amsterdam: Harwood Academic Publishers.

Savona, E, and De Feo, M.. 1994. “Money Trails: International Money Laundering Trends and
Prevention/Control Policies.” Paper presented to the International Conference on Preventing
and Controlling Money Laundering and the Use of the Proceeds of Crime: A Global Approach,
Courmayeur Mont Blanc, Italy, 18-20 June.

Schaap, CeesD. 1998. Fighting Money Laundering: With Comments of the L egislation of the
Netherlands Antillesand Aruba, London & Boston : Kluwer Law International.

Scott, David. 1995. “Money Laundering and International Effortsto Fight It. Public Policy of
the Private Sector,” Public Policy for the Private Sector, Note No. 48, The World Bank.
(Available at: http://www.wor ldbank.or g/html/fpd/notes/48/48scott.pdf).

Abstract

Although money laundering isimpossible to measure with precision, it is estimated that US$300
billion to US$500 billion in proceeds from serious crime (not tax evasion) is laundered each year.
Measures in major financial markets to detect and prosecute laundering are driving it toward less
developed markets linked to the global financial system. If left unchecked, money laundering could
criminalize the financial system and undermine development efforts in emerging markets. This Note
surveys efforts by international bodies to combat money laundering. It looks in particular at the
Financial Action Task Force based at the OECD, which has made the most continuous effort.

Shaap, C. D. 1998. "Money Laundering: A Public Prosecutor View Point." Journal of Money
Laundering Control, Vol.1, No.3, January.

Sheptycki, J. 1995. " Policing the trans-national state", British Journal of Criminology, vol 35(4):
pp. 613-35.

Sherman, Tom. 1995. “Combating Money Laundering in the Asia-Pacific Region,” Research
Institute for Asia and Pacific Business Briefing, 27 September .
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Siegelbaum, Paul. 2001. "Money Laundering", speech given at the" Poland in the Face of
Money Laundering Conference", organized by the Jagiellonian University, in Crackow, Poland
on June 22, 2001.(with Cari Votava, ECA-FSE)

Sienczlyo-Chlabicz, Joanna and Wojciech Filipkowski. 2001. “The Polish Financial Intelligence
Unit: A New Institution in the Polish Legal System,” Journal of Money Laundering Control, Vol.
5, No. 2: pp. 150-157.

Silets, Harvey M. and Michael C. Drew. 2001. “ Offshore Asset Protection Trusts: Tax Planning
or Tax Fraud?” Journal of Money Laundering Control, Vol. 5, No. 1: pp. 9-15.

Sinuraya, T. 1997. "Integration of Criminal Capital from Russiainto Western European
Markets: An Assessment of Threat." Journal of Money Laundering Control, Vol.1, June.

Smith, Harold E. 1989. Transnational Crime: Investigative Responses, Chicago: University of
llinois.

Solongo, Dolgor. 2001. “Russian Capitalism and Money-Laundering.” A study by staff member
of the Global Programme against Money L aundering, Office for Drug Control and Crime
Prevention, Vienna, Austria. March.

Spaulding, K. 1989. "Hit them whereit hurts: RICO criminal forfeitures and white-collar
crime", TheJournal of Criminal Law and Criminology, Vol 80, No. 1, 197-292.

Spencer, D. " Bank Liability Under the U.N. Drug Trafficking Convention: Do the New M easur es
to Combat Money Laundering Go Far Enough?" International Financial Law Review, March
1990; 16-19.

Steiner, R. " Colombia’sIncome from the Drug Trade", World Development, 1013-1031, Vol. 26,
N°6, 1998.

Sterling, Claire. The Mafia. Hamish Hamilton, L ondon, 1990.

Stessens, G. Money Laundering: A New International Law Enforcement Model, Cambridge
University Press, New York, 2000.

Abstract (from the Book description from Amazon.com and the publisher)
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This book gives abroad analysis of the legal issues raised by the international fight against money
laundering. It offers extensive comparative research of the criminal and preventive law aspects from an
international perspective. Most of this volume is devoted to specific legal problems that spring from the
international nature of the money laundering phenomenon. It contains the most detailed overview yet
published on the rules and practices of international cooperation in the fight against money laundering,
and the jurisdictional questions that inevitably arise in this context. The author portrays money
laundering as a new criminal trend threatening both national and international societies which must be
addressed multilaterally through banking practice, international conventions, and with respect for
human rights.

Strange, Susan. 1994. “From Bretton Woodsto the Casino Economy,” in: S. Cordbridge, N.
Thrift, R. Martin, eds, Money, Power and Space, Oxford: Blackwell: pp. 49-62.

Swire, Peter R. 1998. “Financial Privacy and the Theory of High-Tech Government
Surveillance.” Draft of September 24. (Available at:
http://paper s.ssrn.com/sol 3/paper s.cfm?abstract_id=133340).

Abstract (from Socia Science Research Network Electronic Library)

How would you like the government to have access to the records of every purchase you have ever
made? Part | of this paper describes the trend toward more electronic and more traceabl e payments over
time, and identifies some of the harms that can occur when an individual's transactions records are
readily accessible. Part |1 introduces the metaphor of data entering a 'vault 600 feet down," and uses that
metaphor to understand the range of ways that data can 'reach the surface,’ or become accessible.

Part 111 systematically examines the advantages and disadvantages of government access to financia
transactional data. Advantages come in administration of the tax system, in avoiding welfare and other
benefits fraud, and in money laundering and other rules that seek to detect, deter and prove illegal
activity. These advantages, however, can be offset by troublesome ways that government officials and
unauthorized third parties might misuse financial data. Part IV expands the analysis to high-tech
government surveillance more generally. The arguments developed in Part [11 apply to key escrow,
tracking of cellular phone location, transaction-generated information for telephone calls, and other
surveillance systems. One important conclusion is that the government should have a greater burden in
order to get 'real time' access to data than to get ‘audit trail' access after the fact.

Sykes, Bryan. 2002. “ Surviving the Challenge: The Constitutionality of the Drug Offences
(Forfeiture of Proceeds) Act,” Journal of Money Laundering Control, Vol. 5, No. 4: pp. 296-301.
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Tanzi, Vito. 1996. "Money Laundering and the International System,” International Monetary
Fund Working Paper 96/55, May. (Availableat:
http://lwww.imf.or g/exter nal/pubs/cat/longr es.cfm?sk=2029.0).

Abstract (from the Introduction)

The globalization of economic activities and of financial markets has had many positive impacts on the
world economy. It is becoming obvious, however, that there are also some costs. The facility with
which dirty/money can now be laundered internationally is one of these costs. The paper discusses the
relationship between globalization and money laundering, as well as some to the economic
implications of large-scale money laundering.

The paper starts with a discussion of some quantitative aspects of money laundering. Although there
are no hard estimates, experts have assumed that U.S. $300 billion to U.S. $500 billion of dirty money
enter the international capital markets every year. This money is generated by criminal activities, which
directly absorb resources that could be allocated to legitimate uses. Money laundering allocates dirty
money around the world not so much on the basis of expected rates of return but on the basis of ease of
avoiding national controls. Dirty money tends to flow to countries with less stringent controls. Asa
consequence, the world allocation of resources is distorted--first, by the criminal activities themselves,
and then by the way the dirty money is allocated.

The paper discusses some of the effects of dirty money on economic policy. It pointsto the fact that
asset prices, interest rates, and exchange rates can be distorted by large movements of dirty money and
that wrong signals may be sent to policymakers. It also discusses the potential instability that large
movements of dirty money can bring to specific countries and to the international financial system.

The paper concludes with the discussion of a proposal that would compel countries to adopt similar
rules (or similar role of conduct) aimed at controlling money laundering. The countries that would not
abide by these rules would be penalized. This would be an application of a Pigouvian tax aimed at a
negative externality. Pigouvian taxes have played an important role within countries. In the future they
arelikely to play an increasing role internationally.

Temple, P. 1998. Essential Elements of the Prevention of Money Laundering. Securities
Institute Itd.

Abstract (from the publisher’s book description (at: http://www.securities-
ingtitute.org.uk/web/Infopool .nsf/HTML/7E26C8454B43434E80256C230031C319))

This quick guide looks at the scale of the problem and efforts taken to overcome it: an essential
reference for all who are concerned to identify attempts at money laundering within their organization.

What is money laundering?
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Money laundering and the law
How do you spot it in process, and what do you do?

A quick guide about how to prevent your organization being used by money launderers.

The Essential Elements of the Prevention of Money Laundering contains information on one of the
hottest topics in the securities and investment industry.

Thony, J.-F. 1993. " Leblanchiment del'argent dela drogue: lesinstrumentsinter nationaux de
lutte." Revue Juridique et Politique, numeéro spécial, n°2, Avril-aolt.

Thony, J.-F. 1997. " Les mécanismes detraitment del'information financiére en matiére de
blanchiment del'argent." Revue de Droit Pénal et de Criminologie, n° 11.
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pénitentiaire et de droit pénal, n°4 octobre-décembre: pp. 307-330.

Thony, J.-F. 1996. " Processing Financial Information in Money Laundering Matters: The
Financial Intelligence Units." European Journal of Crime, Criminal Law and Criminal Justice,
Vol. 3: pp. 257-282.

Thoumi, Francisco. 1997. “U.S,, Colombia struggle over drugs, dirty money.” Forum for
Applied Resear ch and Public Palicy, Spring.

Transparency International. 2001. Global Corruption Report: Money Laundering - Private
Banking Becomes L ess Private, October.

Tupman, W. A. 1998. "WherehasAll the Money Gone? TheIRA asa Profit-Making Concern."
Journal of Money Laundering Control, Vol.1, No.4, April.

Uche, C. U. 1998. " The Adoption of aMoney Laundering Law in Nigeria." Journal of Money
Laundering Control, Vol.1, No.3, January.

United Nations. 1992. “Money Laundering and Associated I ssues. The Need for International
Cooperation.” UN Doc. E/CN.15/1992/4/Add.5; 23 Mar ch.

United Nations. 1993. “The Impact of Organised Criminal Activities Upon Society at Large.”
Report of the Secretary General. UN Doc E/CN.15/1993/3; 11 January.

United Nations. 1994. “Problems and Danger s Posed by Organised Transnational Crimein the
Various Regions of the World.” UN Doc. E/CONF/88/2; 18 August.
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United Nations. 1996. “Control of the proceeds of crime.” Report of the Secretary-General. UN
Document E/CN.15/1996/3; 3 April.

United Nations. 1997. “Countering Money-Laundering.” Paper presented at the second inter -
sessional meeting held on 7-9 October 1997 in preparation for the Special Session of the General
Assembly. UN Doc. E/CN.7/1997/PC/CRP.6; 15 August.

United Nations I nternational Drug Control Programme. 1996. “Drug Money in a Changing
World: Economic Reform and Criminal Finance.” UNDCP Technical SeriesNo. 4.

United Nations I nternational Drug Control Programme. 2000. World Drug Report 2000.
Oxford University Press, Inc., New York.

United Nations Office for Drug Control and Crime Prevention. 1998. “Financial Havens,
Banking Secrecy and Money Laundering,” Double Issue 34 and 35 of the Crime Prevention and
Criminal Justice Newsletter, Issue 8, of the UNDCP Technical Series. (Availableat:
http://lwww.imolin.or g/finhaeng.htm).

Abstract (from the foreward)

Ten years ago the United Nations Convention Against Illicit Traffic in Narcotic Drugs and
Psychotropic Substances placed the issue of the proceeds of crime on the world agenda. Among the
Convention’s most important and innovative provisions were those that sought to overcome banking
and financia secrecy laws where they presented impediments to criminal investigations.

Over the past decade, many Member States have made great efforts to increase the transparency of
financial dealings and to make financial and commercial records more accessible for bonafide
investigations, with aview to giving effect to the anti-money-laundering provisions of the Convention.
Today we may look back at the progress made and the challenges that lie ahead. While there has been a
general trend towards enacting money-laundering laws that provide for the lifting of financial secrecy
in appropriate cases, such secrecy remains a barrier in many jurisdictions, including some of those that
have come to be known as "financial havens'. In addition, new laundering techniques have been
identified, such asthe increased use of professionals, corporate registration secrecy and certain types of
trusts.

To give apicture of the problem today, at atime when the United Nations General Assembly, at its
twentieth Special Session devoted to countering the world drug problem together, has renewed its
commitment to take the profit out of crime, ... four eminent experts ... examine the issues of banking
secrecy and financial havens in the context of the fight against money-laundering worldwide. The
present study aims to stimulate discussion on bank secrecy and financial havens but is not necessarily
intended to reflect the views of the United Nations on the issue.
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Summary (from the Executive Summary)

Today, enterprise criminals of every sort, from drug traffickers to stock fraudsters to corporate
embezzlers and commodity smugglers, must launder the money flowing from their crimes for two
reasons. Thefirst isthat the money trail itself can become evidence against the perpetrators of the
offence; the second is that the money per se can be the target of investigation and seizure. Regardless of
who actually puts the apparatus of money-laundering to use, the operational principles are essentially
the same. Money-laundering should be construed as a dynamic three-stage process that requires: firstly,
moving the funds from direct association with the crime; secondly, disguising thetrail to foil pursuit;
and, thirdly, making the money available to the criminal once again with its occupational and
geographic origins hidden from view.

Criminal money is frequently moved abroad and then cycled through the international payments system
to obscure the audit trail. Despite amyriad of complications, there is a simple structure that underlies
almost all international money-laundering activities during this stage of the process. The launderer
often calls on one of the many jurisdictions that offer an instant-corporation manufacturing business.
Many sell "offshore" corporations, which are licensed to conduct business only outside the country of
incorporation, are free of tax or regulation and are protected by corporate secrecy laws.

Once the corporation is set up in the offshore jurisdiction, a bank deposit is made in the haven country
in the name of that offshore company, particularly one whose owner’ sidentity is protected by corporate
secrecy laws. Thus, between the law enforcement authorities and the launderer, there is one level of
bank secrecy, one level of corporate secrecy and possibly the additional protection of lawyer-client
privilege if counsel in the corporate secrecy haven has been designated to establish and run the
company. In addition, many laundering schemesinvolve athird layer of cover, that of the offshore
trust, which is usually protected by secrecy laws and may have an additional level of insulation in the
form of a"flee clause" that permits, indeed compels, the trustee to shift the domicile of the trust
whenever the trust is threatened.

In essence, the rule in successful money-laundering is always to approximate, as closely as possible,
legal transactions. As aresult, the actual devices used are themselves minor variations on methods
employed routinely by legitimate businesses. In the hands of criminals, transfer-pricing between
affiliates of transnational corporations turnsinto phony invoicing; inter-affiliate real estate transactions
become reverse-flip property deals; back-to-back loans turn into loan-back scams; hedge or insurance
trading in stocks or options becomes matched- or cross-trading; and compensating balances develop
into the so-called underground banking schemes. On the surface it may be impossible to differentiate
between the legal and illegal variants; the distinction becomes clear only once a particular criminal act
has been targeted and the authorities subsequently begin to unravel the money trail.
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There have been a number of developments in the international financial system during recent decades
that have made the three F s—finding, freezing and forfeiting of criminally derived income and
assets—all the more difficult. These are the "dollarization” (i.e. the use of the United States dollar in
transactions) of black markets, the general trend towards financial deregulation, the progress of the
Euromarket and the proliferation of financial secrecy havens.

Fuelled by advances in technology and communications, the financial infrastructure has devel oped into
a perpetually operating global system in which "megabyte money" (i.e. money in the form of symbols
on computer screens) can move anywhere in the world with speed and ease. The world of offshore
financial centres and bank secrecy jurisdictionsis akey part of this but can also be understood as a
system with distinct but complementary and reinforcing components, many of which are readily
amenable to manipulation by criminals. These components are examined in detail in the present study.

The characteristics of offshore financial centres and bank secrecy jurisdictions can be understood as a
tool kit that can be used not only to launder the proceeds of drug trafficking and other crimes but also
to commit certain kinds of financial crime. Not al jurisdictions are equally lax, however, and the study
provides a brief overview of the geography of the world of these financial and bank-secrecy havens.
Thisworld isin a constant flux that reflects differential responses to the complex balancing act
between competitiveness, on the one hand, and high ethical business standards, on the other. The
optimum competitive position is one in which the centre is neither too stringent in vetting customers
nor too obviously indiscriminate in accepting all custom.

Serious efforts have been, and continue to be, made to create greater transparency in financial matters,
but the offshore financial world remains for alarge part a"Bermuda triangle” for financial
investigations.

Law enforcement success stories presented in this study convey a sense of the imaginative, and
sometimes rather crude, ways in which financial havens are used to hide, move and clean the proceeds
of crime, in an area usually characterized by criminal successes and law enforcement failures. The
cases highlight the advantages, from the point of view of criminals, of collusion with bank employees
and the use of professional launderers. They also reveal how criminals are able to exploit what for them
has, in effect, become a borderless world. It is this combination of rapid and largely anonymous
transfers and protective destinations that anti-money-laundering efforts need to pierce.

In this context, some issues meriting further consideration include:

The misuse of States’ sovereignty to provide safe havens for criminal proceeds.
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The proliferation of international business corporations (IBCs), which are routinely used in money-
laundering schemes because they provide an impenetrable layer of protection around the ownership of
assets. They have few commercia or financia justifications, except to conceal the origin and
destination of goodsin international commerce, to circumvent arms control laws and to evade taxes by
moving profits and assets out of the reach of the tax collector.

The abuse of offshore trusts.
The role played by some professionals protected by legal privileges.

The effect of the "dollarization" of the global market and likely effect, in the years to come, of the
introduction of the Euro on financial markets.

The usefulness of free trade zones for legitimate purposes, since tariffs have declined.

The vulnerability of casinos to money-laundering operations and the crucial need for the industry be
more carefully regulated.

The need to develop and more efficiently exchange financial crime intelligence.

The proposal that financia centre countries publish data, including information on both the asset
holdings and the flows of funds through accounts of all types, in areasonably coordinated way to form
abasis for informed answers to serious policy questions.

The quasi-absence of regulation of offshore banking, and excessive bank secrecy protection, that
sometimes even block regulatorsin a country from effectively supervising branches of their home
country’s financia institutions branches located in those centres.

The importance of improving financial investigators' training in order to equip them to deal complex
schemes, and the proposal of an international graduate programme for mid-career law enforcement,
legal, judicial and private sector compliance officials.

The common denominator in money-laundering and a variety of financial crimesis the enabling
machinery that has been created in the financial havens and offshore centres. The effectiveness of these
centres in hel ping people and companies to hide assets is not the result of any single device. Changing
bank secrecy rules alone will not help. Rather, the centres have created atool kit composed of new
corporate instruments, foundations, trusts, trust companies, banks and bank accounts.
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The tools are mixed and matched with jurisdictions that have made a point of non-cooperation with the
rest of the international community in criminal and tax investigations. What started as a business to
service the needs of a privileged few has become an enormous hole in the international legal and fiscal
system. If the international community isto develop arule of law to match the globalization of trade
and the global movement of people, the questions raised by this hole in the system will have to be
addressed. The world community will have to face the issue of the use of sovereignty by some
countries to give the citizens of other countries away around the laws of their own societies.
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http://usinfo.state.gov/jour nalg/ites/0501/ij eefij ee0501.pdf).

Abstract (from the Journal)

Money laundering allows crime to pay by permitting criminals to hide and |legitimize proceeds derived
fromillegal activities. According to one recent estimate, worldwide money laundering activity amounts
to roughly $1 trillion ayear. Theseillicit funds allow criminals to finance a range of additional criminal
activities. Moreover, money laundering abets corruption, distorts economic decision-making,
aggravates sociadl ills, and threatens the integrity of financial institutions.

Money launderers now have access to the speed and ease of modern electronic finance. Given the
staggering volume of this crime, broad international cooperation between law enforcement and
regulatory agenciesis essential in order to identify the source of illegal proceeds, trace the funds to
specific criminal activities, and confiscate criminals financial assets.

Thisissue of Economic Perspectives gives some idea of the scope of the problem as well as the way
agencies of the U.S. government are cooperating with each other, the private sector, and foreign
governments to contain this scourge.

Van Zyl, F. 1997. " South Africa: Money Laundering Regulation - The Way Ahead." Journal of
Money Laundering Control, Vol.1, June.

Varese F. 1999. Pervasive corruption in Economic Crimein Russia, London: Kluwer Law
I nter national.
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Varese, F. 1994. “1sSicily the Future of Russia? Private Protection and the Rise of the Russian
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Vick, Karl. 2002. “Taliban Emptied Country’s Banks— Millions Gone, With Little Accounting,”
The Washington Post, Monday, January 8: p. AO1.
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penal de 1995", Tirant lo Blanch, Valencia.

Vogl, Frank. 1998. " The Supply Side of Global Bribery,” Finance and Development,
International Monetary Fund, Vol. 35, No. 2, June. (Available at:
http://mwww.imf.or g/exter nal/pubg/ft/fandd/1998/06/pdf/vogl.pdf).

Abstract

“When the talk turns to corruption, the news media and most international institutions (whether official
or nongovernmental) focus on the demand side of the equation: on public officials who abuse their
office for private gain. Frequently, the supply side is given less attention. Those who pay bribes are
sometimes depicted as innocent parties, forced by ruthless officials to provide kickbacks and do special
favorsin return for business. The redlity isthat both parties to corrupt practices conspire to defraud the
public, to undermine fair trade, to waste resources, to frustrate development, and often to increase
human suffering” (p. 30).

“A more balanced approach, which is emerging, promises to make anticorruption efforts more
effective” (p. 30). Fighting money laundering is one of the four key pillars of effortsto “challenge
bribe givers and curb their activities’ (p. 31). “Money laundering is the handmaiden of international
corruption, and efforts to curb money laundering can help to reduce corruption. The linkage is clear:
those who take bribes must find safe international financial channels through which they can bank their
ill-gotten gains. Those who provide the bribes may well assist the bribe takers to establish safe
financial channels and launder the cash” (p. 32).

Walker, J. 1995. “Estimates of the Extent of Money-Launderingin and through Australia.”
John Walker Consulting Services, Queanbeyan.
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Walter, Ingo. 1990. Secret Money Market: Insidethe Dark World of Tax Evasion. Financial
Fraud, Insider Trading, Money Laundering, and Capital Flight. New York: Harper & Row,
Ballinger Division.

Wechder, William. 2001. " Follow the Money," Foreign Affairs, July / August.
Abstract:

Financial abuses -- money laundering, tax evasion and rogue banking -- have been around for aslong as
there have been finances to abuse. But globalization is creating new challenges as borders dissolve.
New technologies enable tiny, remote countries to make quick money through their underregulated
banking systems. Recent multilateral initiatives have started to attack the problem. But if the Bush
administration fails to follow through on reforms, the entire effort could fall apart.

Weisman, Jonathan. 2002. “Phony Prices May Hide Import-Export Profitsfrom IRS,” The
Washington Post, Friday, November 1: p. EOL. Available at:
http://www.washingtonpost.com/ac2/wp-dyn/A48819-20020ct31?language=printer).

Abstract (from the article)

Lurking in reams of 2001 government trade data are thousands of such wildly mis-priced transactions,
and those trades may hint at corporate tax evasion and criminal money laundering on agrand scale,
according to two academic researchers who have been mining the data for more than a decade. Pak and
Zdanowicz, plan today to release their latest analysis of overpriced U.S. imports and underpriced
exports, estimating that corporations manipulated international trades last year to shave $53.1 billion
from their tax bills. That isa 19 percent increase from the tax cheating that Pak and Zdanowicz believe
they uncovered in 2000, and an 89 percent increase from 1993.

For adecade, government officials and fellow academics have questioned such eye-popping numbers.
One senior Treasury analyst bluntly dismissed the tax-avoidance totals as "much too large.” The U.S.
Customs Service is the only government agency that has been serioudly studying the pricing schemes to
prosecute money laundering and tax evasion. Customs uses its own research along with expert
testimony from Pak and Zdanowicz.

Wiener, J. 1997. "Money Laundering: Transnational Criminals, Globalization and the For ces of
'"Redomestication’,” Journal of Money Laundering Control, Vol.1, June.

Williams, Phil. 1997. “Money Laundering.” Paper presented at the South African Institute of
International Affairsworkshop on Thelllegal Drug Tradein Southern Africa. 5-6 June.

Wilson, R. 1991. “Human Rightsand Money Laundering: The Prospect of International
Seizure of Defense Attorney Fees,” Criminal Law Forum: pp. 85-103.
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Witherell, William. 2002. “International Approachesto Combating Financial Abuse and
Promoting Stable Financial Markets,” Journal of Money Laundering Control, Vol. 5, No. 4: pp.
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Wolfsberg Group. 2002. “Global Anti-money Laundering Guidelinesfor Private Banking —
Wolfsberg AML Principles,” Wolfsberg Group, May. (Available at: http://www.wolfsber g-
principles.com/wolfsberg_aml_principles revision_1.pdf)

Abstract

The guidelines layout the “Wolfsberg Anti-money Laundering Principles,” that were agreed by 12
major international banks meeting in Wolfsberg, Switzerland, in 2000. The banks view these
Principles as “important global guidance for sound business conduct in international private banking.”
A team from Transparency International facilitated the initiative, and the Principles are widely viewed
as “an important step in the fight against money laundering, corruption and other related serious
crimes.”

Wolfsberg Group. 2002. “The Wolfsberg Anti-money Laundering Principlesfor Correspondent
Banking,” Wolfsberg Group, November. (Available at: http://www.wolfsber g-
principles.com/wolfsberg_principles _correspondent.html).

Abstract (from the paper)

The Wolfsberg Group of International Financial Institutions has agreed that these Principles constitute
global guidance on the establishment and maintenance of Correspondent Banking relationships. The
Wolfsberg Group believes that adherence to these Principles will further effective risk management and
enable institutions to exercise sound business judgement with respect to their clients. Furthermore,
adherence to these Principles will support the aim of Wolfsberg Group members to prevent the use of
their worldwide operations for criminal purposes.

Woods, Brett F. 1998. The Art & Science of Money Laundering, Boulder, Colo.: Paladin Press.

Woolner, A. 1994. Washed in gold: the story behind the biggest money laundering investigation
in U.S. history, New York: American Lawyer Books, Simon & Schuster.
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World Bank. 2001. " Diagnostic Study of Institutional Integrity and Governance in Colombia",
October 2001. (WBI draft)

World Bank. 2001. " Peru Governance and Anti-Corruption Diagnostic Report", September
2001. (WBI draft)

World Bank. 2001. "Update on World Bank Anti-Money Laundering Activities(AML) in the
Wake of September 11th Events', Board Paper (SecM 2001-0028), October 2001.

World Bank. 2002. “Proposed Action Plan for Enhancing the Bank’s Ability to Respond to
Clientsin Combating Money Laundering and the Financing of Terrorism,” World Bank,
January 3. (Available at: http://www.worldbank.or g/html/pic/AML .htm).

World Bank and IMF. 2002. “Fund and Bank Methodology for Assessing Anti-Money
Laundering and Combating the Financing of Terrorism (AML/CFT Methodology)”

(1-07-02 Draft). (Available at:

http://wbln1023.worldbank.org/html/Financi al SectorWeb.nsf/(attachmentweb)/(0L/$FI L E/(01.07.02)%
20Draft%20A ML %20M ethodol ogy%20Document%20(M oore).doc).

Summary (from the Introduction)

Money laundering and the financing of terrorism are global problems that affect not only security, but
can harm financial systems, potentially affecting economic prosperity. The global agendato curb
money laundering and the financing of terrorism calls for a cooperative approach among many different
international bodies. Efforts to establish an international standard against money laundering have been
led by the Financial Action Task Force (FATF) with the development of the FATF 40
Recommendations. The Boards of the Fund and the Bank have recognized these recommendations as
the appropriate standard for combating money laundering. The FATF swork has now been extended to
anti-terrorism financing, with the development of the eight special recommendations to combat terrorist
financing.

The Fund and Bank mandate and core areas of expertise entail that it can and should help member
countries strengthen defenses against the destructive activities of money laundering and financing of
terrorism. The decisions by the Fund and Bank Boards first in April and later in November 2001 have
resulted in greater involvement in global anti-money laundering (AML) efforts. The IMFC
subsequently endorsed the Fund’ s action plan to intensify its work on anti-money laundering,

consistent with its mandate and expertise by extending its involvement beyond anti-money laundering
to efforts aimed at countering terrorism financing and expanding the anti-money laundering activities to
cover lega and institutional framework.
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This methodology is to guide the assessment of measures for anti-money laundering and combating the
financing of terrorism (AML/CFT) in the context of the joint Fund/Bank Financial Sector Assessment
Program (FSAP) and the Fund's Offshore Financial Center (OFC) initiative. Concurrent with this
AML/CFT assessment effort, Fund and Bank staffs are engaged with the FATF on
convergence—including the development of a ROSC module—to a global anti-money laundering
standard. This document also serves as an important part in this process.

The AML/CFT methodology takes as its basis existing international standards and supporting
documentation prepared by the Basel Committee on Banking Supervision (Basel), the Financial Action
Task Force on Money Laundering (FATF), the International Organization of Securities Commissions
(IOSCO), and the International Association of Insurance Supervisors (IA1S). This draft methodology
benefits from many useful comments received from representatives of the standard setters that were
provided following the release of an earlier version of the methodology issued in July 2001. The Fund
and the Bank continue to seek comments for this draft methodology, which is being sent to the FATF
and other standard setters for their comments.

While the methodol ogy has been expanded to include legal and institutional framework elementsiit
excludes the assessment of law enforcement areas, which is consistent with the direction from the Fund
and Bank’ s Executive Boards. The Fund and the Bank do not have a mandate to apply or enforce
AML/CFT laws with respect to specific or individua cases. Thiswould mean, for example, that
assessors would not review the efficacy of investigation, prosecution or extradition of criminals
suspected of money laundering crime or terrorism finance. Similarly, assessors will not review the
adequacy of effortsto freeze, seize and/or confiscate assets alleged to be the proceeds of money
laundering crime or for the financing of terrorism.

The AML/CFT methodology has been organized in the following sections. Section Il provides a
Summary of the three parts to the assessment methodology, how it isto be used for assessments, and
risk factors to be considered when deciding which financial services to be included in the assessment.
Section I discusses the relationship between this methodology and the FATF s 40 Recommendations
and eight special recommendations to combat terrorism finance. Section IV provides the detailed
guidance, including criteria, to be used for the AML/CFT assessment. Annex | providesthe AML/CFT
assessment report template. Annex |1 provides a questionnaire to send to the authorities to review the
ingtitutional, legal and supervisory arrangements for anti-money laundering and combating the
financing of terrorism.
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