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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 systems to stash the proceeds of their crimes.

Money laundering is defined by: Protecting legitimate or illegitimate wealth from the unwanted attentions of government, and it has a long history in it’s applications. Numerous  historians have proved that more than 3,000 years ago, merchants in China hid their wealth for fear that rulers would take the profits and assets they had accumulated through trade. Their methods for converting money into readily movable assets, moving cash outside the jurisdiction to invest it in a business, and trading at inflated prices to expatriate funds—are used today by sophisticated money launderers.

Illegal money can be moved by all manner of means. Individuals have been convicted of laundering for transporting goods bought with the proceeds of crime and destined for criminal groups; cash deposited in a checking account can be withdrawn worldwide with debit cards; even simple methods, such as wire transfers, can facilitate money laundering. Economic and financial globalization has also made the life of a launderer easier. The high volume of legal funds circulating around the globe makes the movement of dirty money less conspicuous. And the globalization of financial-services companies means that money placed in a bank branch in a less regulated jurisdiction is easily transferred internally within the organization to a branch in a more regulated jurisdiction. 

There are various estimates of the global scale of money laundering. The Financial Action Task Force on Money Laundering (FATF)—a 31-member intergovernmental organization under the auspices of the Organisation for Economic Co-operation and Development (OECD)—cites the common estimate that the aggregate size of global money laundering is 2 to 5 percent of world economic output, or, using 1996 statistics, equal to anywhere from $590 billion to $1.5 trillion. But such numbers are little more than guesswork. It is impossible to tell whether money is being counted for the first or 21st time as it passes through financial centers. And, of course, it is impossible to tell how much money is successfully laundered and therefore left out of accounts completely. But, whatever the exact scope, money laundering is an enormous problem endemic to any financial system. 

Money laundering is illegal and immoral ..but not always. By definition, money laundering involves hiding, moving, and investing the proceeds of criminal conduct. Even legal money can become illegal, for example, if moving it violates a country's foreign-exchange controls or other financial regulations. For instance, all foreign-exchange transactions out of Malaysia must be reported to Bank Negara Malaysia, the central bank. Failure to do so renders the exported money illegal. Clean money can also generate dirty money through tax evasion.Many examples are cited of people who placed sums of more than $100,000,let us say, in a Cayman Islands bank without paying tax on that money. Even if the money itself was lawfully earned, the sums that should have been paid in taxes are considered laundered.

But legitimacy often resides in the eyes of the beholder. What may be illegal in one country represents a moral victory in another. For example, white Zimbabwean farmers who have expatriated wealth because President Robert Mugabe labeled them "enemies of the state" may have committed a crime against that regime, but they have been regarded elsewhere as acting sensibly. Similarly, regimes operating a closed economy will drive legitimate businesspeople to operate on the fringes of the law.In many African countries ,for example, the national currency was not convertible, exchange controls were extremely strict, and goods were subject to stringent inspection, making those who could circumvent the system wealthy through both the premiums they could command and, in other cases, simply by corruption. Many businesses created a parallel economy operating outside some of the African countries conducted in hard currency (usually U.S. dollars) and developed banking and commercial contacts in all manner of industries. Unfortunately, a number of corrupted traders used these external mechanisms to commit theft, fraud, and money laundering, hiding behind their countries tortuous and uncertain enforcement proceedings.
Yes and no banks are the primary agents of money laundering. All laundered money passes through the financial system and therefore, by definition, passes through banks. the banking sector is often the focal point for anti-money-laundering initiatives. But banks are nothing more than the pipes through which money flows. Consider this analogy: Pour a glass of water and release a drop of ink into it. Gradually, the ink will mix with the water, dissolving to the point of invisibility. That is the problem banks face. They know dirty money is in their system, but they cannot separate it from the clean money.
Only global regulations can stop money laundering. In the absence of effective international cooperation, there will be no realistic chance of defeating or significantly curbing money laundering. The regulatory regimes operating from country to country are at best piecemeal and often are widely ignored. Lax controls in some countries permit easy access to financial-services systems in more regulated jurisdictions, making a global minimum standard necessary for an effective reduction in laundering. However, we must consider how far those global standards should go in interfering with the domestic policies of sovereign countries.
Money laundering generally harms society by oiling the wheels of financial crime, and financial crime affects everyone. As a result of insurance fraud, we all pay more for insurance. As a result of robberies and fraud, we all receive less interest on bank deposits and pay more interest on loans. Because of fraud on social security, other benefits, and in government grants for welfare and education, we pay more in taxes. We also pay more taxes for public works expenditures inflated by corruption. And those of us who pay taxes pay more because of those who evade taxes. So we all experience higher costs of living than we would if financial crime—including money laundering—were prevented.
And it is ironic that the international community would fail to produce a single, unified set of rules to take on a criminal activity that aims precisely on exploiting differences in laws and regulations.
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