Dirty Money
Once upon the time in Chicago; a ganger known as Al Caphone was involved in illegal money earning activities such gambling, prostitution and protection rackets and all these aspects presented a case of dirty money. According to the myth, the term money laundering is derived from his self-service laundry business which was the cover to disguise his illegal activities. Even though money laundering has been known as a victimless crime, that understanding may have changed after 9-11 incident.  Money has become one of the major issues in the western world which forces almost every country to participatein anti-money laundering. Having effective anti-money-laundering policies can help advanced countries to make the financial sector strong and secure in order to sustain economic growth. This paper will discuss the meaning of money laundering; the reasons why people and organizations practice it, how it is done, and its implications on developing countries and then present some regulations and policies that are implemented to prevent money laundering.
The Internal Compliance Association (ICA) defines Money laundering as “the generic term used to describe the process by which criminals disguise the original ownership and control of the proceeds of criminal conduct by making such proceeds appear to have derived from a legitimate source (cite). In simple words, it is a façade created by criminals to deceive the government and financial institutions. In money laundering, large amount of money is obtained through illegal activities and channeled to peoples’ accounts, organizations and institutions and the source is shielded to look legitimate. Criminal organizations need a safe place to keep their money and the safest place for that is financial institution such banks; however, they can’t deposit a large amount of money unless the bank believes that the money was earned through legitimate activities.
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As shown in figure1.1, there are three steps involved in money laundering and these are placement, layering, and integration. The first step is to enter the illicit money into the financial system somehow (placement); next is to separate the funds from its illegal source by using fake companies (layering); and finally, the money is returned to the criminal from a legal-looking source ("integration").However, some steps may not exist based on the circumstances. Money laundering tactics may vary, ranging from simple to complex. One common way is called “front” which is a legitimate business that is owned by the criminal organization used to disguise the illegal source of money. In fact, services businesses are the best choice for applying this method since they have little or no variable cost which makes it hard to find discrepancies between revenues and costs and this happens in strip clubs, car washers, bars, casinos, and restaurants. The second most common method is known by “smurfing” and this occurs when one divides a large amount of money into small amounts and makes small deposits into different bank accounts to avoid detection. It also may by smuggled across borders to a place where money-laundering regulation is less strict.
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