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Abstract
The intention in presenting this report on Panama's strategies to combat money laundering is to contextualise the progress that has been made over time to criminalise and put an end to organised crime, addressing processes that are currently in place and how the competent authorities and the government have a satisfactory vision to achieve the total destruction of these illicit organisations that practice crimes that are unfavourable to the economy of the country as a result. This is why the purpose of this research report is to inform about the processes that are taking place in Panama regarding this problem. After all, it is a situation that affects several countries that have a connection with this country and that sometimes feel alien to these developments. 
In the development of this report the analyses objectives will allow understanding the importance of working together with international organisations to obtain their support and backing when it comes to criminalising and combating money laundering in Panama and how these illicit practices not only affect economies but also hinder the social development of the Panamanian territory. After learning about the different ways of gaining this illicit money, we realise that it is not only a tax evasion, or an injection of dirty capital, it is also an issue that destroys human dignity and takes advantage of the vulnerability of the population to achieve the objective of organised crime.
Key words: Asset Laundering, International Trade, Fiscal Paradise, Panama, Money Laundering.
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[bookmark: _Toc63951962]Introduction
The money laundering analysis report shows that the country of Panama has a series of special conditions that facilitate money laundering, as it is a territory where commercial, banking and financial operations are easily carried out and where organised crime groups, drug traffickers and others can be easily linked. 
Based on the above, the objective of this research is to identify the control mechanisms that allow minimising the occurrence of money laundering and how Panama has prepared itself to face this and assume the challenge of demonstrating control of money laundering to the world, through the creation of laws and to combat and clean up its logistics and investment processes, not only of goods but also of services.
However, despite the intervention of the authorities in creating regulations to control and penalise practices stemming from organised crime, the challenge for Panama persists because they are still avoiding the issue and have so far only focused on the banking industry, and although this is perhaps the one most used by criminals, nowadays, they are very cleverly diverting attention and focusing their activities on other vulnerable areas such as the free trade zone, real estate and corporate services. Combating money laundering requires not only laws that criminalise within the country of Panama but also laws that involve all nations that link their business with Panama, and international organisations to join and support the abolition of this crime that ultimately will result in affecting the global market. 
Money laundering is a practice that illegally enriches, and a large part of the stable position of the Panamanian economy is based on it, which is why it has been difficult to avoid it and it is evident in the counterweight of people with particular interests in keeping it that way.
This research will identify why, although the Panamanian authorities have made progress in combating money laundering, legislation still allows the country to be an attractive destination for laundering the proceeds of illicit activities, which has not been easy to combat despite the progress made by the authorities. This is evident in the economic model of this country, where its open economy does not restrict the amount of investment in projects carried out, which is why Panama continues to sell itself as a tax haven and is a target for drug trafficking and illicit money from all over the world. 






1. [bookmark: _Toc63951963]Project formulation

1.1 [bookmark: _Toc63951964]State of the art
The history of money laundering, like national or global economic crime, is as old as the history of societies. This dates back to the time when the coin was first minted. It is said (Roberto Uribe, 2013) that money crime, both counterfeiting and laundering, have existed even before money existed as we know it today, and the use or custom of employing practices to disguise income from illicit activities increased when usury was criminalised.  
Money laundering has existed since the Middle Ages where the Catholic Church considered it not only as a crime but also as a common sin, and from here we see how this problem goes back many years. There are also references to activities of pirates and perhaps this historical background is the closest to today's reality that surrounds us, where these people found refuge in the ports and enjoyed the benefit of spending their money in those places. The same is happening now, where countries often receive money from illicit activities in order to improve the country's economic performance (Arce, 2014).
(Geraldine Cook, 2018) mentions in her article about Panama's efforts against organised crime, that Panama joined the CENTSEC (Central American Security Conference) forum, which allows Central American defence and public security leaders to examine regional security issues and seek actions that benefit regional collaboration and the eradication of illicit networks. This news article also mentions important agreements and measures that Panama has taken in order to completely untie this practice. These include:
· The constitution of the Binational Border Commission (Combifron) to face the security challenges between Colombia and Panama in order to combat organised crime.
· Panama is in the process of developing the Security and Emergency Operations Intelligence, Command, Control, Computing, Communications and Quality Centre, known as C5, which is aimed at reacting more effectively to incidents involving illicit activities.

According to the report (Dinero, 2018), one of the most challenging news for Panama has been the announcement by the European Union (EU) to remove it from the list of tax havens, after it pledged to cooperate with the organisation to prevent the entry of illicit money into the country. Panama joined the list following the Panama Papers scandal, a leak of documents that revealed how the law firm Mossack Fonseca created opaque companies to allegedly evade taxes on a global scale.  This event prompted the Panamanian government to protect its financial system and made a commitment to the OECD (Organisation for Economic Co-operation and Development) to automatically exchange tax information with more than a hundred countries.
For Panama and the rest of the world there is a new challenge that we must start to think about in order to avoid creating a new situation that is now already being experienced with money laundering, and this is about crypto-currency, which is currently positioning itself and has a tendency to be a universal virtual currency that could lead the way for business in the future. It could be faced with obtaining money from illicit businesses, then changing this money into Bitcoins, and in the end, this will be converted into liquid money.
1.2 [bookmark: _Toc63951965]Problem statement
Panama, as the centre of logistical operations in America, has become a target for the entry of money from around the world by illegal groups, and controls to minimise this situation have been only slowly applied in the legislative, customs and exchange processes. Consequently, countries from around the world may block Panama from receiving foreign currencies in the future. The difficulty for this country is that these foreign investments are a crucial economic engine and may lead the current growth to an economic recession for many years, therefore the thesis report aims to answer the question: What are Panama's strategies for the prevention of money laundering?

1.3 [bookmark: _Toc63951966]
Objectives
1.3.1 [bookmark: _Toc63951967]General objectives
Recognising the strategies that Panama has implemented for the prevention of money laundering.
Specific objectives
· Identifying the elements of money laundering and its importance in the international context.
· Investigating Panama's money laundering prevention strategies.



1.4 [bookmark: _Toc63951968]Reference framework
1.4.1 [bookmark: _Toc63951969]Theoretical framework
A book (Camacho, 2008) describes that at the same level as the economy is globalised, the illicit market is growing too, which is why this report provides an insight into the importance of controlling the growth of these illicit activities.  
In the book by the lawyer and specialist in prevention, detention and control of money laundering and terrorist financing (Ramírez, 2014), the author's intention is to provide a better understanding of the procedures and laws that must be applied in order to control money laundering, which leads to the purpose of this report, which is to understand the correct way to apply the rules to combat money laundering.
Another article about Panama and money laundering (Rognoni, 2017) provides information on how over time people always see the opportunity to generate illicit income in Panama and then contribute it to the economy of this country in order to reinvest it in the same illicit activity. It provides an analysis of the intentions and ambitions of these illicit groups and how the relevant entities to control this activity can direct their processes in order to achieve a satisfactory progress against money laundering. 
1.4.2 [bookmark: _Toc63951970]Conceptual framework
According to the UIAF (Information and Financial Analysis Unit), money laundering is defined as the practice of criminal organisations that seek to give a legal appearance in order to conceal themselves so as not to endanger their organisation and to reinvest in them without giving any suspicion (UIAF, 2014).
It is considered important to mention the stages of money laundering within this framework in order to contextualise the report and to capture the specific measures to combat money laundering.
According to (Gibson, 2015) a scheme for laundering money is still being pursued by criminals, which is discussed in this thesis report.
· Placement: in this phase the money is introduced into national or international financial systems.
· Diversification: the separation of illicit funds is done in order to distort the original operation to divert attention from the real funds of the money.
· Integration: the funds that come from this practice are given a legal appearance by using the reintegration of this money into the economy in legal business transactions, such as the purchase of real estate.

1.4.3 [bookmark: _Toc63951971]Legal framework 
Over time, as the occurrence of money laundering increased and the practice was discovered to be a form of illicit trading that directly and indirectly affects economic, social and political affairs around the world, laws were created to control, combat and penalise these illicit activities. Law No. 2 from 1st February 2011 (Ortega, 2018), which regulates know-your-customer measures for resident agents of legal entities existing under the laws of the Republic of Panama, obliges resident agents of legal entities incorporated or existing under the laws of the Republic of Panama to apply due diligence of their customers.
After Panama's addition to the grey list, one of the measures to be taken was to strengthen the regulatory part, repealing Law No. 42 of 2nd October 2000 and creating a more comprehensive anti-money laundering law that effectively takes the FATF recommendations into account. This law is much more extensive and detailed, considering that the previous anti-money laundering law had been in force for almost 15 years, which required an urgent update of the Panamanian Money Laundering and Terrorist Financing Prevention Regime.
Law 23 of 27th April 2015 (Serrano, 2017) "Which adopts measures to prevent money laundering, the financing of terrorism and the financing of the proliferation of weapons of mass destruction, and dictates other provisions", as specified in its first article, is the regulatory framework for the different supervisory bodies, as well as the organisations, natural and legal persons subject to this supervision. In accordance with this law, the report focuses on the stated objectives and the problem situation, which is developed in the content of the report; this law serves to assess and understand the risks and consequences of money laundering, allowing attention to be paid to this illicit practice and making assumptions about it and penalising it. 


1.5 [bookmark: _Toc63951972]Methodological framework
The report was carried out in two parts, the first of which aims to understand the elements and national and international regulations that currently cover money laundering in order to understand the process of how it works. The second part to be taken into account is the identification of Panama's strategy to combat money laundering by understanding whether its results have been successful.
The research approach was based on the collection of bibliographic information on this country, through the reading of books, news and documents on the web, using the qualitative method, where Panama was also visited and during a conference, questions were asked about the strategies and progress made in the prevention of money laundering.

1.6 [bookmark: _Toc63951973]Scope
The internship report is bibliographic and only Panama's strategies in the prevention of money laundering will be identified.

2. [bookmark: _Toc63951974]Development of the research 

· The elements of money laundering and their relevance in the international context
· Panama's money laundering prevention strategies 























[bookmark: _Toc63951975]2.1 Elaboration of the first specific objective
According to (Ecuador, 2018), the elements for the prevention of money laundering are procedures, processes, policies, organisational structure, qualification, awareness-raising, orientation and training of the personnel in charge of detecting and penalising. In order to prevent and exercise control in money laundering, these elements are important in the international context, because if all nations work in their territory under these mechanisms in the future, the generality of these elements will be global and the control over these will have greater effectiveness. It is the same crime, the same practice and this should have the same procedure and penalisation at a global level. If there is a connectivity, a global association of these terms and to combat these practices, the result that has been sought and is still being sought to eliminate these illicit activities that are becoming stronger and stronger and are becoming legal will be radical. Subsequently the global economy, the development of the economic situation and society will give us confidence and will exterminate the tension with which we are living on a daily basis.
To determine when an activity is illicit, one must recognise where it comes from and the level of seriousness that this represents for society, the economy and politics of all nations. Based on the news article (Desconocido, 2015) currently these monies come from drug trafficking, terrorism, pimping, human trafficking, smuggling of migrants, tax evasion, and customs crimes. These sources touch on the aforementioned issues, which affect aspects that all the inhabitants of a territory are vulnerable to experience at some point and that we always feel alien to, which is why these organisations are gaining strength and increasingly taking over the global market, and the tranquillity of an entire society.
International trade is one of the routes that criminals continue to choose for money laundering, as penetrating the financial system has become more complicated thanks to the progress made by the Panamanian authorities in controlling this crime. This is why money laundering is focusing on applying its organised crime in international trade by disguising this crime through the movement of goods and services and with this the falsification of documents in the transport chain of these goods, false description of the goods, over-invoicing, or the provision of an alleged service.
The aim of this objective is to contextualise the importance of a joint action of world organisations that regulate, control and combat money laundering, through the creation of international laws that apply penalties and sanctions for criminals who practice these illicit activities, because at the end of the day, Panama is a bridge to America and a business activities centre and opportunity for Chinese companies. This immediately generates a global impact regarding the growth of these organisations that practice organised crime and see these activities as an opportunity to make their finances grow, regardless of the impact on society and the economy of thousands of people.

  










[bookmark: _Toc63951976] 2.2 Elaboration of the second specific objective

Before analysing national strategies to combat money laundering, a risk assessment of Panama was conducted in order to identify the most vulnerable situations in the area of money laundering prevention.
According to the National Commission against Money Laundering, a governmental entity attached to the Ministry of Economy and Finance (MEF), it is an action of the national government to fulfil the tasks that have been identified for the prevention, detection and repression of vulnerabilities detected in the financial system. According to (Forbes, 2017), among these strategies prevail those that aim to coordinate the competent entities involved in the prevention, detection, repression and decision making and political development related to illicit activities.
These strategies have five fundamental pillars in their execution: cross-cutting, institutional, prevention, detection and intelligence, and additionally also the investigative and criminal justice pillars. These pillars trigger the importance of identifying what processes need to be in place to combat organised crime and how the execution of these together will lead to a successful outcome.
It is also important to highlight the National Coordination System for the Prevention of Money Laundering Financing of Terrorism and the Proliferation of Weapons of Mass Destruction of the Republic of Panama implemented through the announcement of Law 23 of 27th April 2015, establishing legal and institutional changes, based on international standards, including the Resolutions of the United Nations Security Council.  According to (Panamá, 2017) , the Panamanian government aims to develop guidelines for understanding the causes of organised crime in order to implement new regulations and laws to be applied by the institutions in charge of controlling and eliminating this crime. This report is a reflection of the situation that the country is still going through, but it also shows how the entities involved in destroying this illicit phenomenon are becoming increasingly interested in making progress and implementing accurate strategies based on the sad reality and recognising why Panama has become known as a tax haven and thus a target for illicit activities. The implementation of these as well as new laws is a process that should not be delayed, as criminal organisations have shown that they are one step ahead of the controls and with every strike of the government, they have another way to continue their criminal activities. 




· [bookmark: _Toc63951977]Conclusions and recommendations
· Conclusions
Strategies to combat money laundering have been the subject of studies and analyses in recent years, due to the daily growth of this organised crime, which is why Panama, one of the countries most vulnerable to money laundering, has taken action and has made progress in its laws and controls that determine the elimination of this illicit activities.
The two objectives highlighted in this thesis give weight to argue what has been achieved so far and the vision for the near future of how these strategies are positively geared towards criminalising and dismantling money laundering organisations.
Panama continues to face a constant challenge in the fight against organised crime. The implementation of increasingly rigorous laws and the support of international entities are vital to meet the specific objectives of this report, which aims to highlight the work done so far by the Panamanian government and authorities and to seek ways to find the right practices to go one step further than the strategies that illicit organisations are pursuing.
· Recommendations 
In order to contribute and support strategies to combat organised crime, the Panamanian government must clean up its internal system and not engage in corruption for private interests, and seek to invest in other economies so as not to depend as it does now on banks, where money laundering is more recurrent. 
Considering the unification of laws, methods and processes to combat money laundering at a global level is an option that should be considered and asking global organisations to assume more responsibility for the issue and to have universal rules that penalise and combat these illicit activities that affect and concern us all. 

· [bookmark: _Toc63951978]Bibliography
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