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INTRODUCTION

The 20th Century was characterized by a number of structural changes in the World economy. These changes were spawned by exponential technological breakthroughs in telecommunication and information sciences .In the last decade of that century, Globalization became the buzz-word: bringing together nation states, as it were, in what might be called a “global village”  .The main pillars of this process were Liberalization and Deregulation of national economies. These developments combined, created both opportunities and risks for the society .The powers of political authorities were now becoming limited as new non-state actors, both legitimate and illegitimate, emerged in the global arena .Among those changes witnessed in the society was the proliferation of organised criminal groups, operating across national boundaries and sovereignties ,perpetrating various heineous crimes of different patterns and manifestations .

The phenomenon of money laundering is an aspect of organized crime .It is a derivative crime; meaning it’s predicate on other criminal endeavours. Some experts estimate that the global crime economy constitutes about US$100 billion; while the British Intelligence estimated that the total amount being laundered annually is about US$500 billion..The illicit drug trade alone is estimated to generate about US$300 billion of which a significant part would require laundering1 . By far , organized crime poses one of the greatest challenges to the stability and prosperity of the global system short of military warfare.

This paper is therefore aimed at explaining the nature, patterns, history, stages and possible intermediaries of money laundering; and to examine the negative impact of money laundering on the society as well as the current international initiatives against it with a view to assessing the future potentials for an effective global enforcement.   

WHAT IS MONEY LAUNDERING?

Although the phenomenon of money laundering has attracted increasing attention, the concept is yet a subject of controversy in criminological parlance.  This is so because there is no consensus on the definition of the concept. Most definitions, including the United Nation’ s definition, conceive and relate money laundering to drug trafficking only. This is understandable because a greater chunk of the suspicious wealth being laundered may have originated from or is associated with drug trafficking. Nonetheless, a holistic definition of money laundering should be all encompassing to capture in the criminological index other forms of organized crime which also generate substantial profits that would require laundering. Furthermore, the concept would remain a subject of controversy because, whereas some states believe it is harmful to the stability of the system, others on the other hand, overlook it as a source of foreign investment in a free market environment. 

However, for this purpose, the conceptualization by the U. N .may suffice –it defines money laundering in more or less simplistic legal context to mean “ the conversion or transfer of property knowing that such property is derived from an offence, for the purpose of concealing or disguising the illicit origin of the property, or of assisting any person who is involved in the commission of such an offence to evade the legal consequences of his actions. In other words, it is the concealment or disguising of the true nature, source, location, disposition, movement rights with respect to or ownership of property, knowing that such property is derived from an offence.”2   

DRUG TRAFFICKING/MONEY LAUNDERING.

There exists a symbiotic relationship between drug trafficking and money laundering to the extent that you can not fully discuss one without the other. It should be noted however, that there are many other organized criminal activities that generate a lot of wealth that would require laundering .The particular emphasis on the narcotics trade is perhaps, because it generates the highest profits among other forms of organized crime .One estimate put the revenue of a successful drug dealer at US$1500:00 .3 In 1991, the U .S. and European drug trafficker’s profits were estimated to yield approximately US$232,115:00 per minute .The retail drug trade is estimated to have a value of US$122 Million per type/commodity. E.g. Heroine which is processed from raw Opium is estimated to be cultivated and marketed for about US$70:00 per kg in Burma; the same kg would cost about US$3,000:00 in northern Thailand and it be sold for export at between US$6,ooo-10,0000:00 in Bankhok. The same is estimated to sell for between US$90,000-200,0000:00 by the time it reaches the USA. By 1992, the global drug trade was estimated to generate a profit of about US$1Trillion per annum .4 These statistics portend frightening dangers and challenges for global effort against the scourge of money laundering . By the way, one may ask, why do criminals launder their wealth?

The answer is simple: the most compelling incentive for criminals to conceal the true origins and sources of their wealth is to avoid detection and possible confiscation. Beyond that is the motive of maximizing more profits to support other criminal enterprises. Indeed, `money or wealth is not only the goal of criminal enterprises, but the life blood of the enterprise `!5  Therefore, money laundering is a high reward endeavour, which is concerned with maximizing profits and reducing risks to the barest minimum . 

HISTORY/STAGES OF MONEY LAUNDERING.

Due to the newness of the phenomenon of money laundering, there is hardly any documented history of the crime over a long time. However, the history of modern day money laundering could be traced as far back as the 1930’s, following the activities of Mayer Lansky who introduced in 1932, an off-shore account in a Swiss bank .The account was used to hide the profits or proceeds of the illegal activities of Governor Huey Long of Louisiana, U S A. Lansky later established slot machine houses in New Orleans. The Swiss bank provided funds in the form of `loans` to Lansky &CO., thereby allowing the return of “illegal” money in the USA. However, this phenomenon was given impetus during the Second World War, when some Nazi officers carted away war loots and stucked in secret bank accounts in Switzerland. Since then, the phenomenon of money laundering has developed both in patterns and manifestations, and further entrenched by technological advancements .6
The process of money laundering is accomplished through three (3) main stages, namely:

(I ) Placement:  This is the first stage in the money laundering process . It involves the introduction of the proceeds of criminal activity into the main stream financial system. This may involve the opening of bank account with genuine or fictitious names and the subsequent lodgment of funds in the account. This is the most vulnerable stage;

(ii) Layering:  This process involves the creation of a complex layer of financial transactions with the aim of evading the audit trail. The launderer may as well decide to purchase high valued commodities such as automobiles, jewelry, etc., and exporting to a different jurisdiction. Or better still, it may involve the purchase of shares of companies at the stock market;

(iii) Integration:  This stage involves the recycling of the laundered wealth to the direct benefit of the Launderer to appear as if it was derived from legitimate activity .It may involve the selling off of some valuable items which were purchased during the layering process. 

INTERMEDIARIES OF MONEY LAUNDERING.

The underground or shadow economy is estimated to constitute the third largest business in the world after Foreign Exchange and Petroleum oil .7  Money laundering is, of course ,one of the engines that sustain the underground economy .Technological revolution and the dynamics of the illegal markets have shaped the patterns of money laundering in the following ways : 

(i) The use of banks and other financial Institutions :  The introduction of new banking practices ,such as the use of the internet ,(E-Commerce ), Smart Cards ,and Cyber-money are among modern banking practices that may provide opportunities for money Launderers to move cash and other monetary instruments with relative ease and speed .This could be accomplished through the following inter alia : 

(a) Using Off –Shore bank facilities, especially where financial regulation is weak or non- –existent. This is common in countries that are considered as safe –havens, e.g. the Cayman Islands, Aruba, Cyprus, Luxembourg, Switzerland, etc. .The off –shore accounts are used because they provide anonymity as well as tax evasion ;

(b)  The use of electronic transfers : Although this process leaves some traces , it is very difficult to detect ;

(c) The use of monetary Instruments such as Letters of Credit (LC’S) Bonds and securities, Prime bank notes and guarantees. The role of professional funds managers is worthy of note in this regard.

(ii) The use of non- bank/financial institutions : As financial institutions become increasingly the focus of surveillance against money laundering ,new methods of laundering have been devised which include :

(a) Employment of Specialists: The process of money laundering requires some specialist techniques to be successful; hence, such specialists are employed. Examples of specialist techniques of money laundering include the Chinese “Fic Chin” system which involves depositing money in one country in exchange for a “Chit or Chop” and remittance in another jurisdiction on presentation of the “Chit or Chop” ; the “Hawalah” system and Casinos among others –these provide anonymity because the transactions are paperless. For example, in 1993, the Police in New Delhi arrested a Hawalah Banker who had, over a period of 2years, handled about US$I.45 billion in payment to his clients in Dubai.  Similarly ,in 1992 ,the British authorities arrested a London based Pakistani who had moved nearly thirteen million (US$13Million) in one week .8
(b) The use of Trade and Free Trade Zones : Using the opportunity of free trade privileges, money Launderers may embark on massive exportation or importation of trading commodities from one jurisdiction to another . Such commodities may be over or under invoiced to make more profits ;

(c)  Another intermediary of money laundering is the use of cash business. This includes restaurants, food delivery services, gambling outfits, casinos, etc. . The turnover of the casino business alone has been reported to have increased from US$117billion in 1984 to about US$407billion in 1994 .9  -Food for thought!

(d)  Movement of bulk cash: In absolutely necessary circumstances when Launderers can not secure anonymity through the above –mentioned intermediaries, they could resort to the movement of liquid cash across borders. It was reported that some Mexican soldiers seized over US$12Million brought in from the US by plane in October 1995.Even before that, on April 17th , 1995, the Police at the Benito Juarez International Airport had discovered about US$6.2Million in small denominations stuffed inside air conditioners .10 

(iii) The use of Transitional/Emerging Economies :  Short of violence, money laundering is characterized by corruption; and as new economies adopt liberalization and deregulation policies and programmes to attract foreign investments, criminals are wone to take advantage of that to infiltrate the economy .This may be in any of the following ways :

(a) By taking advantage of the benefits of privatization and commercialization of Public Corporations; Criminals may penetrate the economy by buying up commanding stakes of such companies, at the end, they will be in full control of such companies. The Carli Cartel was reported to have bought significant stakes in several banks in Columbia. The Italian Mafia also bought shares in the Italian provisional banks ;

(b) The elimination of direct import/export subsidy provides such opportunities as discussed above ;

(c) The use of Foreign Exchange Markets occasioned by deregulation ;

(d)  Investments in political parties and campaigns, etc..

Money laundering intermediaries are inexhaustible, however, for this purpose, the above-mentioned are sufficient for the purpose of academic discourse.

IMPLICATIONS 

The phenomenon of money laundering takes a myriad of dimensions, and therefore, its impact on the society are enormous and multi-dimensional. I have no intention of going into the details of the theoretical explanation of the implications of money laundering, suffice it however, to examine briefly some of the economic, socio-political and security implications of the problem:

Money laundering has a direct impact on the Foreign Exchange Market in any economy. This has been recognized by the European Union (EU) in what is called the EU directive on money laundering. The FOREX Market is vulnerable due to the volume of cash involved in the trade. 11 The apparent funds movement, especially from illegal sources, from one jurisdiction to another is capable of exercebating the exchange rate volatility. This can be very devastating especially when there is no corresponding increase in production: Hence the domino effect on regulating cash flow and inflation; 

Another economic implication of money laundering is that it could affect overall income distribution, thereby creating distorted economic indices and consequently misallocation of scarce resources.

    Apart from the above impact on capital formation, money laundering could lead to increase in the liability and heighten the risks for assets quality in the financial system. When this happens, it may create systemic risks for the financial services industry and consequently to the loss of  confidence and credibility in the system;         

        Money laundering could also encourage the proliferation of the underground, unregulated thriving informal market;

The purpose of money laundering is not only to avoid detection, but also to avoid or evade tax; this may create some Trade and Balance of payment problems in the economy. 

At the political level, money laundering would, short of the use of violence, penetrate the political structure in society. This could be through the infiltration of law enforcement or political parties through the massive funding of political campaigns. It may be recalled that President Ernesto Samper, of Columbia was accused of funding his political campaign with about US$6million donated by the Cali Cocaine Cartel in the 1996 elections.12 As a last resort, Money Launderers could even confront a constituted political authority physically and undermine it’s legitimacy. 

Above all, the fact that organized crime recognizes no territorial boundaries or the niceties of sovereignty poses a fundamental challenge for the global society. 

TECHNOLOGY AND GLOBALIZATION 

I have in the introduction of this paper underscored the revolutionary impact of technological advancement on organized crime, particularly money laundering. What I did not do, and this was deliberate, was to examine the concept of Globalization in relation to money laundering. Whereas deregulation simply means the removal of `state control` over the economy, globalization may be described as an extension of that process in the contemporary World economy. No doubt, globalization has created opportunities for crime and criminality, however, it has also provided some sinews for facing the challenges of global enforcement in a number of ways: 

(i) Technological advancement has increased human mobility tremendously and cut down the costs of communication drastically. Globalization has therefore made the movement of goods and services much easier and faster. More over, it has increasingly created a `shared` global view about the threat of transnational crime such as money laundering;

(ii) In addition to creating a shared view of the problem, it has also to some extent, encouraged a somewhat collective response to the menace; 

(iii) (iii) More so, globalization has also provided a shared perception of risks to the perpetrators of crime. This is why Money Launderers have almost a common perception of safe-havens in their launderete.13 

PROSPECTS FOR GLOBAL ENFORCEMENT      

Money laundering is a serious menace that no nation, no matter how powerful can effectively tackle it in isolation. The imperative of a concerted and coordinated effort in dealing with the problem can not be over –emphasized. The United Nations (UN), has taken the lead, as it were, to create the necessary legal framework for the fight against the scourge. Remarkable multilateral effort against money laundering started in 1995 with the UN Conference on drug trafficking and associated crimes, which culminated into the signing of a Convention known as the UN Convention Against Illicit Traffic in Narcotic Drugs and Psychotropic Substances of 1988.  The Convention criminalized money laundering and provides a model for national and regional initiatives against the scourge. Since then, a number of countries, including Nigeria, have enacted appropriate legislations against money laundering based on the UN model. Without going into a detailed critique of the UN initiatives, suffice it to say that states  are at liberty to make laws that suit their local peculiarities. It is important to note also that the UN has just concluded the elaboration of a Convention Against Transnational Organized Crimes with its appropriate protocols which is scheduled for signing by member states in Parlemo, Italy, in December 2000.

     Sequel to the UN initiatives, other international efforts against money laundering include the 40 recommendations of the Financial Action Task Force (FATF) against money laundering. The FATF was established by the group of seven (7) industrialized countries in 1989.14 The recommendations of the FATF were released in a report in May,1990 it highlighted inter alia: 

· The need for financial institutions to verify the identity of their customers; 

· They should keep records of their customers, eg, passports, for at least 6years; 

· They should report any suspicious transactions to the appropriate authorities;

· Develop system sustaining programmes eg, training and internal control mechanism;

· International cooperation within the context of the law. The recommendations, although not binding, provides an acceptable framework for regulating financial transactions. 

   Similarly, the Criminal Justice Act (CJA) of 1993 was yet another effort to implement the Council of Europe’s directive on the prevention of the use of financial system for money laundering. 15 

    Also in 1990, the committee of Ministers of the Council of Europe adopted a new Convention on money laundering. The Convention stresses search,seizure and confiscation of the proceeds of crime. The directive for the implementation of the Convention with effect from 1’st January, 1993 was passed on 10th June , 1991. 

In West Africa, the authority of Heads of States of the Economic Community of West African States, (ECOWAS), has established an Inter- Governmental Action Group on money laundering.

 The prospects for global enforcement against money laundering are therefore quite challenging. Nevertheless, the main thrust of any genuine and meaningful action depends a great deal on nation’s commitment to combat the menace inspite of the desire to attract the free flow of resources in a free and competitive global market. 

               CONCLUSION   

  This paper has discussed the phenomenon of money laundering; it’s origins, types and patterns, as well as its implications for the society. The challenges of global enforcement have also been examined, albeit, briefly. It is crucial to note that money laundering is a derivative crime; that being so, effective and efficient effort must be multi-dimensional and multi- disciplinary, taking cognisance of the nature and types of other crimes that predicate money laundering and their symbiotic relationship, especially, drug trafficking. The capabilities against money laundering should be strengthened to ensure an effective, efficient and more productive crusade against the menace. Global responses to the challenges of money laundering could be in the form of raising awareness about the phenomenon, especially its socio-economic impact; creating the necessary legal and institutional frameworks; and of course, effective law enforcement and international cooperation among others. The need for mutual legal assistance, especially in extradition, and exchange of information and intelligence among enforcement agencies becomes imperative. Technical assistance and cooperation must be strengthened in a robust manner.   
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