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Europol estimates that cocaine trade generates billions of Euros within the EU. Laundering methods involve physical or electronic cash movements. Difficulties persist concerning the detection of links between the cash movements and the related drug business transaction.

INTERPOL has developed important activities against specific money laundering systems. Specialized studies were made available to allow investigators to become better acquainted with these.

These two studies are: “Alternative remittance systems distinguishing sub-systems of ethnic money laundering in Interpol member countries on the Asian continent”, by Lisa C. Carroll, and “The hawala alternative remittance system and its role in money laundering”, by Interpol General Secretariat.

The first study develops the idea that “traditional methods of money movement on the Asian continent, called alternative remittance systems, have been discovered as efficient methods of laundering criminal proceeds in the wake of international legislative efforts aimed at combating laundering in the conventional banking system. The study was produced after questionnaires and telephone interviews within 31 Interpol Member countries. Observational trends in operational aspects within each alternative remittance system lend support to the hypothesized existence of two distinct ethnic banking systems in the region. The hawala and hundi system and the Asian-oriental system are distinguished from each other primarily through the type of funds laundered, the presence or absence of factors influenced by exchange controls, and the methods used to settle debts between ethnic bankers. A third group on Interpol Member countries in the region are identified as hosts to the two primary systems, and do not appear to have indigenous systems on their own”.

The second study presents a description of the hawala or hundi alternative remittance system. “This is an ancient system originating in South Asia; today it is used around the world to conduct legitimate remittances. Like any other remittance system, hawala can, and does, play a role in money laundering”.

According to Financial Action Task Force “FATF 2001-2002 Annual Report”, seven EU Member States fully comply with the 28 out of 40 Recommendations requiring specific national action, whereas the others do not fully comply. The level of compliance of the EU Member States regarding its 28 Recommendations requiring specific actions could be summarize as follows:

Spain is in partial compliance with Recommendation 28 because suspicious transaction reporting guidelines have not been issued for bureaux de change. It is in partial compliance with Recommendation 38 because of limitations in its seizure and confiscation measures.

France does not have a specific screening requirement for the employees of financial institutions and is thus in partial compliance with Recommendation 19. It has also not yet issued guidelines to financial institutions on suspicious transactions reporting and is therefore not in compliance with Recommendation 28. France is in partial compliance with recommendation 33 because it may not provide mutual legal assistance when the international element of the money laundering offence is negligence.

The Kingdom of the Netherlands requires to differentiate several cases. The Netherlands, which is in partial compliance with Recommendation 19. To reach full compliance, a law will be enacted that regulates the supervision of money transfer companies by the Central Bank of the Netherlands. Aruba is in partial compliance with Recommendation 21 because it has not extended certain provisions of this Recommendation to all categories of non-bank financial institutions. Aruba is not yet able to exchange information related to suspicious transaction reports, although work is underway to make this possible in the near future. Therefore, Recommendation 32 has not been implemented. Finally, the Netherlands Antilles is in partial compliance with Recommendations 19 and 29 because it has not extended certain provisions to money remitters.

Austria has enacted legislation that will effectively eliminate anonymous passbook saving accounts by July 2002. No new accounts have been permitted since November 2000. While this process for eliminating existing anonymous accounts is underway, the accounts continue to exist, albeit with reduced capability. Austria therefore remains in partial compliance with Recommendation 10.

Portugal is in partial compliance with Recommendation 33 because it may not provide mutual legal assistance that involves coercive measures when the intentional element of the money laundering offence is negligence.

Finland has not yet extended certain measures under Recommendation 29 to bureaux de change or money remitters; therefore it is in partial compliance with this Recommendation.

Sweden is in partial compliance with Recommendation 29 because it has not applied its provisions to money transmitters. Sweden is at less than full compliance with Recommendation 19 because there are no formal obligations imposed on financial institutions regarding screening procedures for employees, although institutions do this in practice.

The United Kingdom is in partial compliance with Recommendation 19 because screening procedures for employees of bureaux de change and money remitters have not been implemented.  
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