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Chapter One: 
Introduction 
 
Art is one of the main sectors attractive to criminals as a means of laundering the 
proceeds of all types of illegal activity1,technically known as predicate offences. For 
,a very long time works of art have been  targets of thefts, robberies and forgeries2. 
Art theft has increased considerably in recent years, generating billions of dollars on 
the illegal market3. 
 The ‘’art world’’ in this context refers to all forms of works of  art, across the globe. 
‘’World’’ in this context connotes the global or universal nature of the problem. 
’’Contemporary art’’ refers to modern art.  

The goal of a large number of criminal acts is to generate a profit for the individual or 

group that carries out the act. Money laundering is the processing of these criminal 

proceeds to disguise their illegal origin. This process, if successfully completed, 

enables the criminal to enjoy these profits without jeopardizing their source4. 

Illegal arms sales, smuggling, and the activities of organized crime can generate 

huge amounts of proceeds. Embezzlement, insider trading, bribery and computer 

fraud schemes can also produce large profits and create the incentive to “legitimize” 

the ill-gotten gains through money laundering5. 

When a criminal activity generates substantial profits, the individual or group involved 

tries to find  ways to control the funds without attracting attention to the underlying 

                                                 
1
 F. M. De Sanctis, Money Laundering Through Art, Springer International Publishing Switzerland 2013,p1 

 
 
 
 
 
 
 
2 Ibid. 
3
DuBoff L, Murray M; King C, The Deskbook of Art Law. Booklet C (Theft). New York: Oceana, Second Edition, 

Release 2010–2012, issued Dec 2010, p. C1. 

 
 
 
4 http://www.fatf-gafi.org/pages/faq/moneylaundering/ 
5 ibid 

http://www.fatf-gafi.org/pages/faq/moneylaundering/
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activity or the persons involved. Criminals do this by disguising the sources, changing 

the form, or moving the funds to a place where they are less likely to attract 

attention6. 

 Governments and the international community have only criminalized money 
laundering since the mid-1980’s7.Through international conventions such as the 1988 
UN Convention against Illicit Traffic in Narcotic Drugs and Psychotropic Substances 
and the 1990 Council of Europe Convention on Laundering, Search, Seizure and 
Confiscation of the Proceeds from Crime, the international community has extended 
the use of a new anti-money laundering enforcement regime to  the entire 
world8.Signatories are required to criminalize money laundering offences and initiate 
asset forfeiture and confiscation as remedies9.The most coherent response by the 
international community to the challenge of money laundering was the  formation of 
the Financial Action Task Force(FATF) in 198910.FATF is generally regarded as 
being at the forefront in giving shape and direction to the policies and measures 
aimed at regulating and controlling money laundering11.Measures such as those 
recommended by FATF are necessary to protect the integrity of each country’s 
financial sector, to ensure that proceeds of criminal behavior  are detected and 
confiscated, and that criminals are prosecuted and convicted12. 
 
 Works of art have increasingly become the means of laundering money. Theft of 
valuable pieces of art and counterfeiting art works is also on the increase, making it a 
major  money laundering predicate offence. There is a big improvement in 
international anti-money laundering regulation, forcing money-launderers to think of 
and device new money-laundering methods, especially those that avoid the formal 
financial services sector. Therefore, as of necessity, regulators must be extremely 
vigilant and be on the look-out for emerging trends  in money-laundering typologies. 
 
Although art theft  is  not a secret, money laundering through works of art is a recent 
phenomenon dating to the close of the twentieth century. Controls enacted pursuant 
to recommendations by the Financial Action Task Force(FATF), aimed at cracking 
down on money laundering, made it inevitable for criminals  to seek out new 
mechanisms for the laundering of ill-gotten gains. The globalization of financial 
markets and the rapid development of information technology have also gradually 
steered the underworld economy toward new avenues for the commission of financial 
crimes13 
 
Connections forged between criminals and the art world are not always motivated by 
monetary gain. Social prestige, rubbing shoulders with celebrities and the prospect of 
dealing with persons in positions of authority  also attract private investors bent on 
skirting the law. Its high degree of specialization  also contributes toward attracting 
illegal activity14. 

                                                 
6 ibid 
7 B Zagaris ,International White Collar Crime:Cases and Materials(Cambridge University Press,New 
York,2010),pp3-4 
8 ibid 
9 ibid 
10 WH Muller, CH Kalin & JG Goldsworth, Anti-Money Laundering: International  
Law and Practice (Wiley, Chichester 2007),pxix 
11 ibid 
12 ibid 
14.De Sanctis,no1,p2 
14 ibid 
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Art is an attractive industry for the practice of money laundering because of the 
large monetary transactions involved, the general unfamiliarity and confidentiality 
surrounding the art world, and the predicate offences endemic to it such as theft, 
robbery and forgery15. 
 
Indeed as De Sanctis points out, repeated tolerance of illegal activity in the art world 
undermines the market and its credibility to the extent that authorities have been 
unable to properly enforce the good practices required by both the law and the will of 
society16.One must be mindful that one of the essential criminological features 
inherent in money laundering, as Pedro  Caeiro, citing Jorge Fernandes Godinho and 
Luís Goes Pinheiro, observes is its necessary links to organized crime, which in turn 
adds considerable diversity to the types of conduct that its prosecution and 
enforcement may prevent17.Therefore, strong criminal enforcement on the part of 
governments is of paramount importance and required from the outset18.  
 
Some of the main points to consider in the study of this topic include; the role of 
insurance companies; restrictions, if any, on the transportation of masterpieces out of 
any given country; role of flea markets in the works of arts; potential use of 
international auction houses or art galleries to launder money; sources of money 
used to purchase works of art; and should art galleries and auction houses file 
Suspicious and Large Transaction Reports to law enforcement agencies and financial 
intelligence units.19  
 
 
This dissertation is divided into eight chapters including this introductory chapter. 
Chapter two is about the methodology applied in writing this chapter, including 
research methods, investigation of the topic and the limitations encountered. Chapter 
three is the review of existing literature on the chosen subject. Chapter four covers 
the international and national legal framework regarding money laundering and art. In 
this chapter there is a detailed discussion of the Financial Action Task Force, which is 
the global standard setting body in the fight against money laundering, and the 
Recommendations it makes to combat the vice. Also discussed is the other 
international architecture protecting art .Chapter five  discusses cross-country  
experiences of money Laundering and art in some leading economies of the world 
such as Germany, Austria, China, Russia, UK and USA. Chapter six  discusses the 
susceptibility of art to fraud and money laundering. Chapter seven  discusses crime 
in the art world and how to combat the same. Chapter eight is where  conclusions are 
made and  proposals for the way forward are made. 
 
 

                                                 
15 Ibid,p3. 
16 Ibid, 
17

 Pedro Caeiro, in Branqueamento de capitais. Manual distributed in a course sponsored by the OAS and the Brazilian 

Ministry of Justice and presented to Brazilian judges and prosecutors on October 17–21, 2005, p. 4. 
18 De Sanctis,no1,p3 
19 Ibid,p4 
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Chapter Two: 

Methodology 

 

(a)Introduction. 
 
Most criminals  commit financial crimes with the motive to enjoy the proceeds. If it is 
not safe to enjoy the proceeds right away, they keep the proceeds away awaiting an 
opportune time to enjoy it. On the other hand, most criminals will try to disguise the 
true source of the money, therefore engage in money laundering schemes. This 
chapter on methodology therefore explores the means  used to answer the title 
question as to whether there is any link between the contemporary art world and 
money laundering. The limitation of the subject to contemporary art is deliberate. 
Given that money laundering has been recognized as a global problem only in the 
past few decades, to examine its links with non-contemporary art would yield limited 
information. On the other hand, examining the links between money laundering with 
contemporary art provides more readily available information while at the same time 
it enables me to also proffer solutions to the problem since it is treated as a current 
problem rather than a ‘postmortem’ of  problems past . 
 
(b)Investigation of the topic 
 
 
In the investigation of the topic, comparisons and contrasts of the academic works 
and findings of leading writers  in the area of money laundering and art are made. 
There is an analysis of  these writings from which   conclusions are developed which 
are supported by research. These conclusions form the basis of 
proposals(recommendations) that are  made that can help law enforcement agencies 
and anti-money laundering regulators to combat this particular money-laundering 
typology—of laundering money through art. 
 
Further, the study  investigates  how different jurisdictions have dealt with the 
problem. 
 
The study  examines and cites the existing international financial services 
architecture and international anti-money laundering regulation, with a view to 
seeking answers as to why money-laundering using art is increasing in contrast to 
other money-laundering typologies .Solutions are suggested that should be useful to 
law enforcement authorities and regulators. 
 
(c)Research Methods  
 
The dissertation was undertaken utilizing primary and secondary data sources such 
as  academic journals, text books, conference papers, accessing open sources of 
information, and applying the current international  anti-money laundering framework 
and evaluating this data accordingly. I have also harnessed feedback from my 
Dissertation Advisor. These were all feasible methods, proof of which lies in the 
number of the available open sources of information ,for example, there are a 
number of websites , galleries and museums dedicated to contemporary art. These 
resources provided non-numerical data collection avenues such as ,observations, 
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case studies, analysis of documents and secondary data sources, and interaction 
with policy making institutions.  As for secondary data sources,  reliance was placed 
on data in academic text books, journal papers, electronic sources ,for example 
websites of relevant organizations such as the Financial Action Task Force(FATF). 
 
For a proper process of comparing and contrasting the dissertation with existing 
work, it was necessary to take a position early on, so as to test my claims against 
counter-arguments to validate or discredit unsupportable arguments, conclusions and 
recommendations. A lot was   done in making preliminary analysis of my claims, 
identification of primary and secondary sources, assessment of the quality and scope 
of research. 
 
There was regular consultation and discussion with my Dissertation Advisor to seek 
the Dissertation Advisor’s  advise, help and guidance. This was useful in refining the 
dissertation to the desired Academic Standards. 
 
 
 
 
(d)Limitations 
 
Because of the novelty of the topic, there is limited academic work about it. Whereas 
there is a lot of academic literature on international money laundering regulation 
generally, there is limited academic literature especially of primary sources with 
specific regard to money laundering in the art world. 
 
Therefore  emphasis was placed on both primary and secondary data sources with a 
view to establish the work that has already been done and evaluated it in the context 
of the  dissertation. Since the writing was on the subject of  money laundering, i   
utilized methodologies that are used in the study of money laundering, such as 
studying the predicate offences ,in this case particular attention was paid to art 
forgeries and thefts. Money laundering is a clandestine crime and therefore to 
quantify it, experts have used an indirect approach methodology by looking at things 
like drugs production, consumption, prosecution and other devices.  
 

The dissertation was written largely by way of library-based research. No person to 
person interviews were carried out to corroborate some of the secondary data 
sources used in writing it. Carrying out extensive interviews would have helped to 
minimize  the potential for bias that secondary data sources used might have 
generated. 
 
  
 

Chapter Three: 

Literature Review 

 

(a)Introduction  
 
The review centers  mostly on issues of theory. The review’s scope is limited to 
writings on contemporary art. Publications relied on include journals, text books, 
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online law libraries, popular media and government publications. I have started with a 
narrow focus and  maintained this to the end. The narrow focus is on contemporary 
work. This helped me to weed out any material that is not within this focus. This also 
helped me  to quickly identify key themes and findings. This in turn helped me in 
justifying why it has been necessary to do  a research in this field. 
 
 (b)The review 
 
Switzer20 begins her article by asking a very important question; who knew that the 
art of anti-money laundering compliance had so much in common with the science of 
spotting fake paintings? This is a very pertinent question because as criminals devise 
many different ways to hide or disguise the proceeds of their crimes, so must law 
enforcement agencies and industry regulators think of ways to fight back. Switzer 
affirms that ‘’art forgery, which the United States Federal Bureau of Investigations has 
estimated generates more than $6 billion annually, represents a big and decidedly 

criminal business’’21.This claim by Switzer confirms(extends) my own claim that 
issues of money laundering relating to art are two fold-art theft and forgery as a 
predicate offence for money laundering; and use of art itself to launder proceeds 
generated from other predicate offences. She highlights the fact that  works of artists 
such as Botticelli, Vermeer and da  Vinci  have  inspired forgeries22.Switzer then 
advises on ways of avoiding buying fake art works23. These include but are not 
limited to; dealing only with reputable art dealers; learning as much as possible about 
the artist whose painting one plans to invest in; visiting museums and galleries where 
the artist's works are displayed; looking  at the painting from as many angles as 
possible; and hiring an independent expert trained in conducting investigations to 
confirm authenticity. Each of these steps has a Know Your Customer  activity and 
due diligence, which are key cornerstones of international anti-money laundering 
regulation24.Switzer’s work helped me in the undertaking of my  dissertation because 
it not only confirms my claim as stated in the preceding sentences, but it also 
presents an estimate of how big money is involved in  art forgeries, thus a major 
predicate offence for money laundering. 

 
 

Purkey25
  discusses the history and development of money laundering and offers 

insights into  the use of art to launder money. She highlights the fact that although 
money laundering has been practiced for centuries , it was only in the 1920s when 
the term was used26. According to Purkey, price authentication for an artwork is a 
challenge being faced by authorities, which is a reason why it is being used to 
launder money27.Contrasted with the work of Switzer which looks at present day 
perspectives on money laundering, Purkey  delves into historical perspectives. This 
contrast is very important to give a proper balance. The value  that is derived from 
this article lies in the fact that it confirms my thesis that the use of art to launder 
money has increased and become a big problem only in the recent past due to the 
fact that effective work by anti-money laundering regulators has made it difficult to 

                                                 
20 C Switzer,’’ The Fine Art of Knowing Your Customer’’, Compliance Week. May2013, Vol. 10 Issue 

112, p34-34. 
21 ibid 
22 ibid 
23 ibid 
24 ibid 
25 H Purkey,’’The Art of Money Laundering’’ Florida Journal of International Law. Apr2010, Vol. 22 Issue 1, p111-

144 
26 Ibid,p111 
27 Ibid 

javascript:__doLinkPostBack('','mdb~~bth%7C%7Cjdb~~bthjnh%7C%7Css~~JN%20%22Compliance%20Week%22%7C%7Csl~~jh','');
javascript:__doLinkPostBack('','mdb~~a9h%7C%7Cjdb~~a9hjnh%7C%7Css~~JN%20%22Florida%20Journal%20of%20International%20Law%22%7C%7Csl~~jh','');
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use the formal financial services industry to launder proceeds of crime. On the other 
hand, the art market is custom-made for money-laundering, with million-dollar sales 
conducted in secrecy and with virtually no oversight. Thousands of valuable artworks 
are being used by criminals to hide illicit profits and illegally transfer assets around 
the globe. As other traditional money-laundering techniques have come under closer 
scrutiny, smugglers, drug traffickers, arms dealers and the like have increasingly 
turned to the famously opaque art market28.This  therefore makes laundering money 
through art to be a new money laundering typology, which all stake-holders in the 
fight against the vice must seek to combat. Purkey’s  work was helpful to my 
dissertation in that she highlights among other things the fact that the art market is 
tailor(custom) made for money-laundering and this confirms my finding and 
conclusion that this is one of the reasons why laundering money through art is on the 
increase. A conclusion further bolstered by  Hollingsworth and Lansley’s  
magnificently emetic account of the lifestyles of London’s Russian Oligarchs whose 
trophy assets included expensive artworks purchased with wealth stolen from Russia, 
following the collapse of the Soviet Union.29  
  
Ulph30 approaches the subject from a different angle from Switzer and Purkey. She 
makes an assessment of how criminal law and anti-money  laundering measures 
have impacted on the illicit trade in art and antiquities31.From her perspective, what 
needs to be addressed is whether current measures to combat it are working or 
not32. Ulph discusses the role of criminal law and money laundering measures on 
illicit art and antiquities trade33. She then describes thefts of art and antiquities from 
art  museums, private art collections, and archaeological sites and discusses 
international trade in looted cultural property34. She also discusses the subject of 
attempts to recover art  and antiquities through civil law, the role of English criminal 
law in deterring thieves and those who purchase stolen property, and difficulties in 
prosecuting thieves such as  difficulty of gathering evidence, international locations of 
stolen objects, and complications of investigation35.This latter point is extremely 
important because difficulties in securing criminal convictions also serve to 
encourage and embolden the criminals. On the other hand successful prosecutions 
can offer deterrent effect.Countries therefore need to examine their criminal codes to 
determine whether the burden of proof in these kinds of cases ought to be lower than 
in the ordinary crimes. Ulph also discusses  the UNESCO Convention and its 
provisions for illicit trade of art and antiquities36.Ulph’s work was helpful in writing my 
dissertation because it is an assessment of the impact of anti-money laundering 
measures on the illicit trade in art. In other words, a recognition has already been 
made that efforts must be made to fight the laundering through art, so the next 
question should be how effective are these efforts. This is the relevance of Ulphs’s 
work to the dissertation. 

                                                 
28 Cohen,Patricia, ‘’Valuable as Art, but Priceless As a Tool to Launder Money’’, New York Times. 

5/13/2013, Vol. 162 Issue 56135, pA1-A3. 
29 Hollingsworth M & Lansley S’’Londongrad.From Russia With Cash:The Inside Story of the Oligarchs’’,Fourth 
Estate,London2010 
30

 J Ulph,’’The impact of the criminal law and money laundering measures upon the illicit trade in art 

and antiquities’’ Art, Antiquity & Law. May2011, Vol. 16 Issue 1, p39-52 

 
31 Ibid,p39 
32 ibid 
33 ibid 
34 ibid 
35 ibid 
36 Ibid 

javascript:__doLinkPostBack('','mdb~~bwh%7C%7Cjdb~~bwhjnh%7C%7Css~~JN%20%22New%20York%20Times%22%7C%7Csl~~jh','');
javascript:__doLinkPostBack('','mdb~~vth%7C%7Cjdb~~vthjnh%7C%7Css~~JN%20%22Art%2C%20Antiquity%20%26%20Law%22%7C%7Csl~~jh','');
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Liberman37 takes a similar approach to that of Switzer in that he discusses the 
prevalence of money laundering activities in the art market. He notes that while the 
art market has become fertile ground for the laundering of money, there are steps 
that art dealers, collectors and other art market participants can take in order to avoid 
becoming embroiled in such illegal activities38. Tips Liberman presents include: 
avoiding disreputable art dealers, performing proper due diligence and purchasing 
title insurance39.The first two tips are the same that are given by Switzer. Liberman 
however provides an extra extremely useful piece of advise; that of purchasing title 
insurance. This would offer some protection to the buyer in the event that the 
purchased piece turns out to be a forgery or stolen40.Lieberman’s article provided me 
with part of the material that was based  on while giving advise on how to avoid 
falling victim to art crime, especially forgeries. 
 
Hill41  presents a study which discusses the art crime which involves the destruction 
of historical sites of artistic and architectural value. He states that his study is 
grounded on the two quotations from the book "Wealth of Nations," by Adam Smith, 
which explains the significance of art works to the national and international wealth42. 
He notes that art works are often susceptible to art crime which involves theft by 
burglary, robbery and deception, and can be done through money laundering. He 
then suggests that in order to preserve the aesthetic and intrinsic value of these 
works, the security at national galleries and art institutions should be improved43.This 
article   is so distinctly different in its approach from the first four, above. As seen 
from its title, the article tackles this topic by looking at works of art as a national 
wealth that should be protected from criminals. Given the fact that crimes involving 
art have existed for some time, it is surprising that in its list of industries and 
professions FATF does not include the art industry and art dealers in the category 
that are required by member countries to be accountable persons in relation to 
combating money laundering. Because of this omission many countries have not felt 
the need to include the art industry the list of accountable persons. For example the 
Uganda Anti-Money Laundering Act,2013 has a long list of accountable persons who 
have obligations to report any suspicious transactions and large cash transactions, 
but this long list does not include the art industry ,yet includes for example dealers in 
precious stones and gems, real estate agents, areas which are as susceptible to 
money laundering like the art industry44. 

 

                                                 
37

 E Liberman,’’ Idle Hands and the Art Market: The Devil's Playground’’, ArtAsiaPacific. Nov/Dec2013, 

Issue 86, p167-167 
 
38 ibid 
39 Ibid 
40 ibid 

41
 C Hill,,’’Art Crime and the Wealth of Nations’’ Journal of Financial Crime. 2008, Vol. 15 Issue 4, 

p444-448.  

 
42 Ibid,p444 
43 Ibid 
44 For full list of accountable persons see the Second Schedule to the Uganda Anti-Money Laundering 
Act.2013.And for definition of accountable person see section 1 of the Act. 

javascript:__doLinkPostBack('','mdb~~vth%7C%7Cjdb~~vthjnh%7C%7Css~~JN%20%22ArtAsiaPacific%22%7C%7Csl~~jh','');
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Cohen45  writes about attempts to launder money through the fine art market . Topics 
addressed include government and law enforcement efforts to 
address money laundering, and investigations into Brazilian banker Edemar Cid 
Ferreira's alleged attempts to launder money using Jean-Michel Basquiat's painting 
"Hannibal"46.Cohen confirms(extends) my claim that money laundering through art is 
one of the emerging methods through which criminals launder money .The art market 
is custom-made for money-laundering, with million-dollar sales conducted in secrecy 
and with virtually no oversight.“Hannibal” is just one of thousands of valuable 
artworks being used by criminals to hide illicit profits and illegally transfer assets 
around the globe. As other traditional money-laundering techniques have come 
under closer scrutiny, smugglers, drug traffickers, arms dealers and the like have 
increasingly turned to the famously opaque art market47.Cohen’s conclusion is a red 
flag to law enforcement agencies and industry regulators that the typology of 
laundering money through art needs greater scrutiny than is presently offered. For 
example FATF has not yet done a typology study in this area so as advise its 
members on how to combat the same. It is therefore left to each individual country to 
deal with the issue, and many countries, like in the Ugandan example cited above 
appear not to be fully prepared as yet to combat this particular money laundering 
typology. One  possible explanation for this could be that a number of countries have 
not yet done a risk based analysis to determine the risk levels this type of money 
laundering poses to them. This needs to be re-dressed. 

Shanayeva48 adopts an approach that is unique and different from the one’s  so far 
discussed. Her entire article (doctoral paper) is dedicated to a single piece of work- 
Farberge- and the question of its ownership. This ties in well with my claim that 
besides being a means to launder money ,art is also a key money laundering 
predicate offence by means of theft and forgeries. Shanayeva’s approach is different 
from my own approach because whereas she looks at a very specific and very 
narrow scope, my own scope is more generalized and looks at a broader picture. 
Nevertheless she gave me food for thought going forward. 

Nir and others49
 discuss Chinese American artist Pei-Shen Qian, who was accused 

of being involved in art forgeries  during an investigation of alleged money launderer 
and tax evader Glafira Rosales, who may have sold Qian's paintings50. Qian's 
alleged forgeries of American abstract expressionist paintings are discussed, as well 
as the sale of paintings through New York art dealers51.This approach  confirms and 
extends my claim that art crime is both a means to launder money and also a money 
laundering predicate offence. Given that one of the authors of this article is Cohen52,it 
is not surprising that the approach is similar to the writing style  that Cohen uses. 

                                                 
45 Cohen(n28) 
46 Ibid. 
47 Ibid. 
48 J Shanayeva,’’Repatriation of Russian Art:the eggs,the law;and the morals.who owns Faberge’’ Syracuse 

Journal of International Law and Commerce, 2009/04/01, Vol: 36, p259 
49  S Nir M,and others,’’ Struggling Immigrant Artist Tied To $80 Million New York Fraud’’ New York Times. 

8/17/2013, Vol. 162 Issue 56231, pA1-A3 
50 ibid 
51 Ibid 
52 Cohen(n28) 

javascript:__doLinkPostBack('','ss~~JN%20%22Syracuse%20Journal%20of%20International%20Law%20and%20Commerce%22%7C%7Csl~~rl','');
javascript:__doLinkPostBack('','ss~~JN%20%22Syracuse%20Journal%20of%20International%20Law%20and%20Commerce%22%7C%7Csl~~rl','');
javascript:__doLinkPostBack('','mdb~~bwh%7C%7Cjdb~~bwhjnh%7C%7Css~~JN%20%22New%20York%20Times%22%7C%7Csl~~jh','');
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This article53 is an extension to the one above of Nir  and others54.Rashbaum and 
Cohen discuss art dealer Glafira Rosales plea of guilty to charges of wire fraud, 
money laundering, and tax evasion stemming from her role in the sale of art 
forgeries55. Topics addressed include the sale of the forgeries through the Knoedler 
& Company gallery in New York City, and painter Pei-Shen Qian's creation of the 
forgeries56.It is one of the latest examples of use of art for crime, and proof of 
escalation of forgeries of works of art. 
 
Tan Lin57

 features the art work of New York-based artist Mark Lombardi focusing on 
corporate scandals and money laundering prior to the September 2001 terror attacks 
in US. It is a chronicle of major financial and political scandals through an abstract 
presentation; and reflection of history paintings during the 19th century58.Mark 
Lombardi was making art about the shadowy worlds of global money laundering and 
corporate malfeasance and international terrorism long before September 11 and the 
Enron scandal59.The relevance of mentioning September  11 here lies in the fact that 
this is the event that led to incorporating the global fight against terrorism into the 
then already  existing global framework for combating money laundering, through the 
9 special Financial Action Task Force(FATF)recommendations60.Tan Lin’s approach 
is different from all the above cited and my own approach because it is an article 
about an artist whose was making art about money laundering, in other words looking 
at money laundering through the works of an artist. In this regard, money laundering 
is looked at as a form of art. 
 

Discoveries of  art theft and hoarding  in recent times are a stark reminder of how 
love for art has driven money laundering in the art world or is a growing predicate 
offence for money laundering. Such examples include the recent discovery of an art 
hoard in Munich, Germany61,believed to have been stolen by a Nazi war criminal62.In 
this particular example the German customs officials who discovered the loot are 
looking forward to the prospect of exerting revenue from art works valued at over a 
billion US dollars63.In another example a Swiss Billionaire is suspected of avoiding 
taxes on US $ 85 million art64 that is now subject of an investigation by Swiss 
authorities. While 44 years after its theft, Michelangelo Merisi da Caravaggio, 
masterpiece ‘’Nativity’’ is yet to be found ,but suspected to be on the secretive market 
somewhere65.These are examples that illustrate the fact that whereas there are many 
cases of such nature in the last few years, art crimes are also historical, only that 
laundering  money through art itself had not been identified as a major global 
problem that required cross-border solutions. 
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The huge volumes of trades on the art market, with some works of some artists 
attracting astronomical prices following  a recent record breaking sales at a New York 
auction66, has appropriately been referred  to as ‘art orgy’67. 
 
 
(c) How profitable is  collecting Art ? 
 
One of the fundamental questions to ask in this topic is the question as to why people 
buy art. Paramount is the question whether art collection is done as a profitable 
investment or otherwise. Gerlis68 challenges the notion that art is an investment-
grade asset, and asks the question whether art is as profitable as painted69. 
According to Gerlis, the international art market is having its time in the sun: auction 
records keep tumbling, living artists have become superstars, and their punchy 
paintings and shiny sculptures have become  playthings of choice for the rich. She 
however urges that  it is time to question the much-touted belief that art is also an 
investment-grade asset70. Gerlis questions the potential of art as an investment 
especially when compared favorably  to the volatile stock markets and dwindling 
returns on alternative assets that have characterized the financial markets since the 
most recent economic downturn71. 
  
Gerlis observes that  it is understandable that the wider market gloom moved the 
debate about art as an asset into a new territory, because proponents of art said it 
was not only a source of great value, but was also impervious to the world’s 
economic slings and arrows. Yet, according to her, when looked at more carefully as 
an investment category, art falls short relative to many of the other assets to which it 
is frequently – and favorably – compared such as  traditional and alternative 
investments, whether public and private equity, gold, wine, or residential property72. 
She further contends that the combination of the market’s illiquidity, opacity, lumpy 
supply and asymmetry of information undermines art’s profile as an asset. This is 
reinforced by the unique qualities of each work – including its history of ownership, 
trading and display – which create enormous ranges of pricing and valuation, and 
preclude sensible data aggregation or comparison. The market’s opacity further 
opens it up to unchecked manipulation73.Price transparency is another huge problem 
facing those who would map art’s returns alongside their other investments. 74. 
Even if the limited, patchy and inconsistent available data on art sales could be put 
into a hypothetical basket of all segments of art, its financial profile is hardly 
compelling75.According to Gerlis, one investment professional whom she interviewed 
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for her  book said that, given the risks in the art market, anyone who is content with 
less than a 50 per cent return on art “needs a lesson in investment”76. 
 
Art’s supposed lack of correlation with other markets is not entirely convincing. The 
price levels for art do not reflect its fundamental characteristics, rather the fortunes of 
its buyers. Many experts also agree that the data frequency to support the correlation 
claim is much too short to be meaningful, given how relatively infrequently art is sold 
for a known price. What may seem to be a lack of correlation may in fact just be a 
lack of information77. 
 
This is not to say that art doesn’t offer a different type of return – and even one with 
some grounding in economic analysis, should this be important. In a 2007 paper, the 
economists Erdal Atukeren and Aylin Seckin estimated the intangible joy of looking at 
a work of art – which they define as its “psychic return” – at around 28 per cent. 
Owning and looking at art certainly offer something that a stock certificate or bar of 
gold do not78. 
 
The social worth of art also cannot be ignored. In recent years, contemporary art in 
particular has become fashionable. Art fairs have transformed themselves into 
celebrity  events.79 
 
For Gerlis, art ,like gold, is a hard asset with no intrinsic worth. She however 
contends that gold, which also divides opinion as an asset, has a daily, fixed, per-
ounce price that enables it to be traded as a commodity and certainly a more 
convincing hedge against inflation. Private equity is a notoriously opaque and often 
illiquid area of investment, but still offers enough genuine data points from which to 
create indexes, assess risk and attempt to gauge returns80. From an investment point 
of view, art seems to be a very fragile prospect81. 
 
Gerlis’s work provides a counter argument to those who argue that art is being used 
to launder money for its investment value. The relevance of the book lies in the fact 
that it challenges the norm and provides me with a challenge to my own claim that 
indeed laundering money through art is on the increase. I am not however persuaded 
by Gerlis  arguments. The examples she cites and arguments she makes are only 
valid for bona fide and legitimate businesses interested in art as an investment. 
However with launderer’s , the motivation is rarely the investment. Rather art is seen 
as a trophy to adorn their living rooms and art galleries that they own or control. Often 
times the launderers are willing to pay way overboard the actual value, simply 
because they take pride in outbidding others. It is therefore not a logical investment 
decision but rather a show of grandiose82 to boost egos. 
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Chapter Four: 
Legal framework regarding money laundering and art 
 
(a)Introduction 
 
 Much of the focus on money laundering is due to its  highly 
sophisticated nature and its major predicate offences, such as drug trafficking and 
organized crime83.Organized crime has had a relatively free hand in its efforts to 
make criminal assets look legal. This is made possible by the   relative 
ineffectiveness of current national and international laws, which have not kept pace 
with the changing situation84.Organized crime takes advantage of the “inertia of 
States, and their closely-regulated executive, legislative and judicial branches, which 
are bound by the principle  that the law holds only within its boundaries.  States must, 
without giving up its sovereignty, achieve broad international cooperation. To insist 
on a 19th-century conception of sovereignty is to allow organized crime to exercise 
its will to the detriment of formal sovereignty.”85This is a position that many countries 
have  now accepted by making provision in their domestic legislation for international 
cooperation and mutual legal assistance in relation to money laundering offences. 
For example although Uganda has no specific mutual legal assistance law, which 
might prove  a hindrance in investigations and prosecutions of other crimes, the 
situation is now different regarding investigations and possible prosecutions and 
administrative actions  in relation to money laundering because there are specific 
provisions in Uganda’s Anti-Money Laundering Act,2013  which enable  international 
cooperation and mutual legal assistance86 .  
 
The understanding that organized crime greatly affects the economic  and social 
fabric of societies led to the realization that a new class of felony had to 
be clearly established87.Money laundering, like other financial crimes is generally 
“marked by the absence of social scrutiny, due to several factors including an 
excessive attachment to material things such as profit and egotistical zeal among the 
owners of capital, who are scornful of the lower classes and confident in their own 
impunity. Most of these crimes are covered up by collusive public officials. When the 
crimes do come to light, evidence is often poorly produced, thus making  the true 
facts  difficult to establish.”88 
 
(b)The crime of money laundering 
 
Money laundering was at first linked to drug trafficking89. The United Nations 
Convention against Illicit Traffic in Narcotic Drugs and Psychotropic Substances 
(Vienna Convention, 1988) is considered the international milestone that paved the 
way for worldwide political and criminal debate  of the subject90. 
All efforts to categorize money laundering as a crime on its own were closely 
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associated with the international traffic in narcotics. Two separate factors  
have been decisive in bringing about an international mobilization to punish the 
laundering of the proceeds of  drug trafficking 91.The first is the predictable inefficacy 
of the methods used in the war on drugs. The second factor stems from the 
economic impact that the movement of what came to be known as “narcodollars” has 
on the economies of many countries—enough to interfere  with the normal course of 
production, competition and consumption.Thus, there was a strong international push 
for the adoption of a means to combat money laundering. The Vienna Convention  
provided the international legal framework, although it was specifically organized to 
battle the traffic of narcotic drugs and psychotropic substances92.The fight against 
drug trafficking  was a constant concern in many countries in their struggle against 
serious crime because permitting the flow of illegal capital poses a threat to everyone 
and undermines the confidence in law enforcement institutions93.The  Vienna 
Convention was the first response to bring harmony to enforcement.”94 
Criminalizing money laundering emerged as a measure to inhibit the use and benefit 
of illegally acquired assets. Thus, it is a crime predicated upon another.95 
 
Changes in life-style and purchases way above one’s previously known standard of 
living, are outward signs of wealth which give rise to suspicion, and are conducive to 
investigations by law enforcement and other relevant competent authorities.Therefore  
criminals  try to come up with arrangements for investing their criminal proceeds and 
work with others inclined to conceal these assets and remove the money trails in 
order to avoid enforcement efforts96. 
To the extent that society has realized that serious crime can encompass more 
than just violent crime, many countries have ratified international regulatory 
instruments without restrictions, demonstrating that they are no longer willing to 
tolerate open-ended criminality within their borders97. The links between money 
laundering and organized crime necessitated immediate and aggressive intervention 
by governments98 
 
Since  money-laundering  is not exclusively a drug trafficking issue, many countries 
and international bodies began to expand the scope of money laundering by 
predicating it on other crimes as well. Money laundering as a crime had to be 
separated from drug trafficking because there was no justification for legislating 
against only that particular form of illicit enrichment99. However, this presented 
serious questions of legal doctrine, such as the question of what legal interest is 
actually being protected. When money laundering was a crime exclusively in 
connection with drugs, it could be argued that the legal justification was the same as 
that for drug trafficking. This is clearly the case in the Vienna Convention, which 
makes no formal distinction between drug trafficking per se and enrichment there 
from100.With the shedding of this exclusive link with the predicate crime, many 
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questions emerged as to the legal justification for criminalizing money laundering. 
Today there is no question that the crime of money laundering falls within the 
category of financial crimes because of the great effect it has on socio-economic 
order101.It as now a recommendation of FATF that money laundering as a crime 
should be treated as a separate crime ,distinct from the crime upon which it is 
predicated, and member countries or members of FATF style regional bodies are 
required to have domestic legislation to this effect. For example in the case of 
Uganda money laundering is separate crime from its predicate offence and an 
accused person can be convicted of money laundering without ever being convicted 
of the predicate offence102. 
  
Another difficulty with money laundering is that it is a crime that involves processes 
that are often complex and sophisticated,  all in an effort to make dirty money look 
legitimate. One could indeed simply define money laundering as a procedure 
whereby one transforms goods acquired through unlawful acts into apparently legal 
goods103. Money laundering is a three stage process, namely: concealment or 
placement, in which goods acquired by unlawful means are made less visible; 
monitoring, dissimulation or layering, in which the money is severed from its 
origins, removing all clues as to how it was obtained; and integration, in which the 
illegal money is reincorporated into the economy after acquiring a semblance of 
legality. Added to this is the recycling stage, which consists of wiping out all records 
of those previous steps completed. These issues give innumerable peculiarities to 
the crime of money laundering, which peculiarities can only be gradually sorted out 
by jurisprudence or case law104. 
 
The Financial Action Task Force(FATF) was created in  1989 by the seven richest 
countries in the world (G-7)105, (under the aegis of the Organization for Economic 
Cooperation and Development (OECD).It has the mandate to examine, develop and 
promote policies for the war on money laundering106. It has a list of Forty 
Recommendations(drafted in 1990, revised in 1996). Another eight recommendations 
were drawn up in 2003 (on financing of terrorism) and a ninth in 2004 (also about 
financing of terrorism). In February , 2012, all forty-nine recommendations were 
revised, improved and condensed into forty. Although these recommendations are 
not binding,  they do exert strong international influence on many countries  to avoid 
losing credibility, because they are recognized by the International Monetary Fund 
and the World Bank as international standards for combating money laundering and 
the financing of terrorism107. 
 
In relation to  art, I am in agreement with De Sanctis108 that, the following are relevant 
provisions contained in the 2012 (current)version of the Recommendations. 
Countries should identify, assess, and understand the money laundering and 
terrorism financing risks in that  country, and take action to mitigate them109 . 
Countries should ensure cooperation among policy-makers, the Financial Intelligence 
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Units (FIUs) and law enforcement authorities, and domestic coordination of 
prevention and enforcement policies110. All crimes that are predicate offences of 
money laundering , which may include all serious offenses, any of a long list, or any 
offenses punishable by a maximum penalty of more than one year, and criminal 
liability should apply to all legal persons, irrespective of any civil or administrative 
liabilities111 .  Asset forfeiture should not only be based on criminal convictions. In 
other words, it should be made possible for proceeds of crime to be forfeited, even in 
the absence of a criminal conviction. At the international level, in the application of 
 the Vienna Convention (1988), the Terrorist Financing Convention 
(1999), and the Palermo Convention (2000)  the burden of proof on confiscated 
goods should be more on the suspect than on the state112 .Countries should 
criminalize the financing of terrorism113 .Countries should implement financial 
sanction regimes to comply with UN Security Council resolutions on terrorism and its 
financing114 , and on the proliferation of weapons of mass destruction and its 
financing115. Countries should establish policies to supervise and monitor non-profit 
organizations, so as to obtain real-time information on their activities, size and other 
important features, such as transparency, integrity and best practices116 . Financial 
institution secrecy laws, or professional privilege, should not inhibit the 
implementation of the FATF Recommendations117 . Financial institutions should be 
required to undertake customer due diligence and to verify the identity of the 
beneficial owner, and be prohibited from keeping anonymous accounts or those 
bearing fictitious names118 . Financial institutions should also be required to maintain 
records for at least five years119  and closely monitor politically exposed persons 
(PEPs)120.Financial institutions should monitor wire transfers, ensure that detailed 
information is obtained on the sender as well as on the beneficiary, and prohibit 
transactions by certain people pursuant to UN Security Council resolutions, such as 
resolution 1267 of 1999 and resolution 1373 of 2001, for the prevention and 
suppression of terrorism and its financing121. Designated non-financial businesses 
and professions(DNFBPs), such as casinos, real estate offices, dealers in precious 
metals or stones, and even attorneys, notaries and accountants, must report 
suspicious operations, and those who report suspicious activity must be protected 
from civil and criminal liability122. Countries should take measures to ensure 
transparency and obtain reliable and timely information on the beneficial ownership 
and control of legal persons123 ,including information on trusts—settlers, trustees and 
beneficiaries124 . Financial Intelligence Units (FIUs) must have timely access to 
financial and administrative information, either directly or indirectly, as well as 
information from law enforcement authorities in order to fully perform their functions, 
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which include analysis of suspicious transaction reports125 . Casinos must be subject 
to effective supervision126 . Countries should establish the means for conducting 
freezing and seizure operations, even when the commission of the predicate crime 
may have occurred in another jurisdiction 127 . Authorities should adopt investigative 
techniques such as undercover operations, electronic surveillance, access to 
computer systems128 . The physical transportation of currency should be restricted 
129. Proportionate and dissuasive sanctions should be available for natural and legal 
persons130 . There should be international legal cooperation, pursuant to the Vienna 
Convention ,Palermo Convention  and Mérida Convention(corruption,2003)131. 
Countries should provide mutual assistance to facilitate a quick, constructive and 
effective solution132, including the freezing and seizure of accounts, even with no 
prior conviction133. Countries should quickly execute extradition requests134, and 
spontaneously take action to combat predicate crimes, money laundering, and 
terrorism financing135.One of the key advantages of the FATF recommendations is 
that although they are meant to apply to its member countries and member countries 
of FATF style regional bodies, the reality is that even non members are having to 
abide by the recommendations to avoid being ostracized, and becoming pariah 
states. 
 
Since February 2012,  FATF now recommends that  countries  adopt the Risk-Based 
Approach (RBA) to combating money laundering and terrorist financing. Before 
applying certain measures, standards must be established to guide public policies for 
preventing and combating money laundering, terrorism financing and  the 
proliferation of weapons of mass destruction. With regard to politically exposed 
persons (PEPs), what was once a simple requirement to monitor certain foreign 
nationals or authority figures now refers to domestic entities,  including international 
organizations136. 
 
Since not all countries are members of  FATF, the organization has provided for the 
creation of similar agencies known as FATF-Style Regional Bodies   to integrate the 
global network for the war on money laundering, but at a regional level. These 
regional groups are supposed  to promote the adoption and effective implementation 
of the FATF Recommendations, requiring member nations to accept multilateral 
oversight and mutual evaluations137. 
 
So far, FATF has not aggressively addressed money laundering though art and in 
recommending the compulsory reporting of suspicious operations on the part of 
designated nonfinancial businesses and professions  the art industry is surprisingly  
not included. The FATF standards only cover casinos, real estate offices, dealers in 
precious metals or stones, attorneys, and notaries and accountants, suggesting that 
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they be subject to internal controls, and recommending protection of whistleblowers 
from civil and criminal liability 138.Despite estimates running into the billions for the 
underworld dealing in works of art139, the Financial Action Task Force has not 
addressed the problem. It is high time this is rectified most urgently. There is need for  
FATF to do a typology study in this area so as advise its members on how to combat 
the same. Presently it is left to each individual country to deal with the issue, and yet 
a number of  countries, like in the Ugandan example cited above appear not to be 
fully prepared as yet to combat this particular money laundering typology. One  
possible explanation for this could be that a number of countries have not yet done a 
risk based analysis to determine the risk levels this type of money laundering poses 
to them. This needs to be re-dressed. 
 
(c)International legal framework protecting art 
 
The main international architecture for protecting art is provided by the following 
bodies; 
 
The United Nations Educational, Scientific and Cultural Organization (UNESCO) 
Convention on the Means of Prohibiting and Preventing the Illicit Import, Export and 
Transfer of Ownership of Cultural Property which seeks to prevent the illegal traffic in 
artwork by requiring special export licenses and an administrative control system to 
enable Member States to prevent illegal importation and exploitation of artworks140. 
 
The UN Convention on Stolen or Illegally Exported Cultural Objects (UNIDROIT) 
which addresses the concerns over the illegal trade in cultural objects, and requires 
Member States to establish common rules for restitution or repatriation for the return 
of the property illegally removed, even of articles acquired in good faith141. 
 
The Convention Concerning the Protection of the World Cultural and Natural 
Heritage, which makes it incumbent upon all to protect the cultural heritage of 
mankind, and it created the Fund for the Protection of the World Cultural and Natural 
Heritage called “The World Heritage Fund”142. 
 
 
The United Nations Convention against Transnational Organized Crime(Palermo) 
and  the United Nations Convention against Illicit Traffic in Narcotic Drugs and 
Psychotropic Substances both have  global regulatory provisions which require the 
State Parties to make laundering the proceeds of crime itself a crime  and 
provide for the confiscation of “proceeds of crime derived from offences covered 
by the Conventions or property the value of which corresponds to that of such 
proceeds”. For its part, the United Nations Convention Against Corruption requires 
the confiscation and seizure of money in an amount equivalent to the proceeds of 
crime143. 
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(d)Conclusion 
 
Given the evidence available that works of art are used to launder money and that at 
the same time works of art are subject of crime(theft, robbery, forgery),thus predicate 
offences for money laundering, there is need to include them in the ambit of the 
international legal framework against money laundering viz the FATF and the UN 
Conventions144 and other regional and continental organizations. FATF or any of the 
FATF Style Regional Bodies  needs to do a typology study in this area like has been 
done for trade in  diamonds ,real estate and other typologies, so as to advise 
member countries on how to combat the same. At the very least, countries should be 
encouraged to carry national studies to determine the risk posed to their respective 
jurisdictions by the  laundering of money through art, and also how prevalent art 
crime is as a predicate offence for money laundering.  
 
 

Chapter Five: 
Cross –Country Experiences of Money Laundering and Art 
 
(a)Introduction. 
 
The art world has been identified by criminals as an effective way for money 
laundering and other clandestine activities on an international level145. Unfortunately, 
in most countries investigators, prosecutors, judges, and regulatory agencies are not 
equipped to accurately detect, investigate and prosecute this type of criminal 
activity146. Also, regulation and international laws and treaties involving the art world 
have many loopholes that can potentially lead to the laundering of large sums of 
money147.In this chapter, some country specific examples are discussed to reflect the  
magnitude of the problem, while at the same time illustrating the link between money 
laundering and art. 
 
 
 
(b)Germany ,Austria and the Nazi Art Loot. 
 
During World War II,many pieces of art were looted by the Nazi’s. Many of these 
stolen art works were kept hidden away. Recently however, a large horde of looted 
art was uncovered in Germany148.The authorities in Germany are considering 
amending laws to allow victims of art looted by the Nazis to reclaim their property. 
Currently there are statute of limitations of 30 years and red tape blocking the rightful 
owners of art and antiques from successfully making claims of ownership. The bill, 
proposed by the southern state of Bavaria, would strike down these laws149 
 
The move comes after thousands of artworks were discovered in the homes of 
Cornelius Gurlitt, the son of an art dealer hired by the Nazis to disperse art deemed 
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degenerate by the Third Reich. The works were found In Munich, Bavaria, and in 
Salzburg, Austria where Gurlitt had a summer home. Over 1,800 lost artworks 
including canvases by Picasso, Renoir, Chagall, Matisse, Cezanne, and Degas were 
discovered in his flat in 2012, but it took another two years for the horde to come to 
light after the German government hid the find. It was later uncovered by the German 
press150. 
 
In yet another example, over 60 more masterpieces by artists including Monet and 
Renoir were found in Gurlitt's home in Salzburg, Austria, with experts declaring the 
collection "even more important" than the one found in Germany. A new law, dubbed 
the "Lex Gurlitt", has been tabled in Germany's upper house of parliament, and would 
have to be also passed in the lower house before becoming law. Under current 
legislation, stolen art must be reclaimed within 30 years, meaning the window for 
reclaiming art stolen during the Second World War closed in 1975. In order to reclaim 
an artwork, a complainant must prove "malicious intent" by the current owner of the 
work, which could mean a failure properly to research its provenance, and identify it 
as stolen151. 
 
(c)China 

Wealthy Chinese interested in moving their riches out of the country are doing so with 
help from sculptors, painters and calligraphers152Fine art buys are a big part of the 
shadowy world of Chinese offshore money laundering. The rush of money out of the 
country is taking place in spite of Beijing's strict capital controls .Fine art is an 
appealing vehicle for money laundering because prices can be fuzzy, pieces are 
easily moved across borders, and even experts have trouble identifying fakes. Cash 
is a commonly accepted form of payment, making it difficult to track where the money 
came from and where it's going153.And as China's vast $15 billion art industry grows , 
it becomes easier for criminals to camouflage illegal behavior154.The core of any 
successful money-laundering enterprise is secrecy -- the lack of a defined 'paper trail' 
.That makes the secretive nature of the art market in general, and China's market 
specifically, ideal for covering illicit activities 155 .  Items can be bought and sold 
relatively anonymously, and even when a transaction occurs, complex ownership 
schemes -- many with a degree of secrecy attached -- are widespread156.The 
schemes work because it's notoriously tough to price fine art and antiques. That 
makes it difficult for anyone reviewing purchases, including the Chinese government, 
to accuse a buyer of over-paying157.It's difficult to know just how much money is 
being sent out of China using fine art. But an astonishing $ 1.08 trillion in illicit capital 
-- earned legally or otherwise -- flowed out of China from 2002 to 2011158. 
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(d)The Big Three(Russia, UK and USA). 
 
When Boris Yeltsin succeeded Mikhail Gorbachev as President  in 1991,Russia had 
reached a precarious stage in its complex history. It had difficulty trading its vast 
resources and was short of food, while its banking system suffered from a severe 
lack of liquidity. Within weeks, advisers from the International Monetary Fund(IMF) 
and the World Bank teamed up with powerful Russian reformists close to the Kremlin 
to persuade Yeltsin to introduce an unbridled free-market economy involving the 
mass privatization of state assets. It was a dramatic process of ‘reverse Marxism’ 
implemented at speed159.A handful of businessmen with close ties to the Kremlin 
however hijacked the process and bought off state assets on the cheap by taking 
advantage of perestroika(restructuring).In the process so many crimes were 
committed, including but not limited to breach of procurement (privatization) laws, 
bribery, tax evasion, threatening violence and in some extreme cases murder of 
perceived or actual competitors, breaches of trust in commercial 
transactions160.Many of these businessmen ,who came to be known as the 
‘oligarchs” ,then embarked on asset stripping of the state companies that they had 
fraudulently acquired, and re-investing the proceeds in places they considered safe, 
such as tax havens and in cities such as London, to take advantage of Britain’s low 
corporate taxes and also because of the UK’s reluctance to extradite Russian 
criminals back to Russia for trial, mostly on grounds of political persecution. Some of 
the criminally obtained assets was then laundered through purchase of expensive 
works of art161. 
 
According to Backstein, ’’it is the logic of consumption. What is a rich Russian? It 
means you must have an apartment in Moscow ,a Bentley, a dacha on Rublyovka, a 
house in London, a villa in Sardinia and a yacht. Then you must buy modern art’’162. 
 
The examples below serve to justify Backstein’s claim. 
At a sale at Sotherby’s in London, White  Canoe, a large landscape set in the 
Canadian Rockies by the contemporary painter Peter Doig, was expected to fetch a 
maximum of 1.2 million British Pounds ,but  the painting was eventually sold at 5.732 
million British Pounds-close to five times its reserve price. It later emerged that the 
buyer was a anonymous Russian163,later identified as Russian mining magnate Boris 
Ivanishvili. 
In another example, a mystery Russian walked into Sotherby’s in Manhattan for the 
auction of Impressionist and Modern Art. At the auction he outbid three US 
billionaires to purchase a Monet landscape for $6.5 million,$2million over the 
estimated price, and then stunned the assembly of hard-nosed art insiders by buying 
Picasso’s Dora au Chat, his 1941 portrait of his lover Dora Maar, for an extraordinary 
$95 million164. 
After a few dull years, the international art market really exploded in 2006.For 
example in 2005 nobody bid more than $100 million for any piece of art. However in 
2006,three paintings sold for more than $100million apiece ,including a Jackson 
Pollock drip painting and Woman 111,by William de Kooning. In 2005,487 works sold 
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for more than $1 million. In 2006 it was more than double, at 810 works165.It was not 
just Old Masters, Impressionists and Picassos that started to break all-time records: 
prices for contemporary  artists, from Francis Bacon to Damien Hirst, also began 
hitting extraordinary heights166.In the summer of 2008,Russian billionaire Roman 
Abramovich joined the ranks of the art world’s biggest spenders, splashing out 43 
million British pounds for Francis Bacon’s Triptych,17.2 million British Pounds for 
Lucien Freud’s Benefits Supervisor Sleeping, and 7.5 million pounds on a bronze 
sculpture by Giacometti167. 
What started in New York soon spread to London, and the reason for the booming 
market was, as one art critic put it, ’foreign  money’. Prices were scaling new heights 
because of the desire of the new global billionaires to possess the world’s most 
sought-after works168.At the top end of the market there’s immense wealth. There’s 
more wealth around than at any time in my lifetime. It is all over the world169. 
Although the new international players included collectors from China, the Middle 
East ,and South-East Asia, the most prominent throughout 2007 were, according to 
experts ,the Russians and those from former Soviet states. At Christie’s June 2007 
auctions, the biggest buyer was a Geneva-based Russian who bought ten lots worth 
a total of 23.4 million British Pounds170. 
The buying spree of the Russians led some art lovers to complain that the major 
international art fairs had less to do with the art and more and more to do with the 
growing power and concentration of money171. 
The power of the former Soviet money soon helped to switch the relative positions of 
New York and London. While London mostly took a back seat to New York, selling 
less and commanding fewer of the world’s most sought-after paintings, that had 
changed by 2006.A new and energetic group of collectors seemed willing to pay any 
price for what they wanted172. 
 
People by nature are often skeptical, fearful ,and paranoid, hence buyers of art often 
identified trusted lawyers in places such as London whom they would then entrust 
with hundreds of millions of their money. These lawyers173 would then be able to buy 
properties, art and jewelry on behalf of their clients with few questions asked174.Many 
of the art purchases were anonymous and shrouded in mystery. 
In many ways the contemporary art market from 2005 onwards had much in common 
with the market for top-priced housing. Demand was fuelled by speculation, a kind of 
desperation to buy. Desperate collectors offered tens of thousands of pounds on top 
of an accepted price as bribes to secure work that had already been sold175. 
The Russian interest stems from a number of motives. Some see investing in art as a 
way of making even more money: another place to put their cash, a kind of portable 
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wealth176.Furthermore, the Russian tycoons want to become the twenty-first-century 
equivalent of the nineteenth-century art patrons. Such patronage has been absent for 
nearly 100 years. Russians now want their names known through art’’177.Another, 
more basic, human instinct has also been at play-the need for tangible signs of 
success and social standing. For some, accumulating wealth is enough of a drive in 
itself. Many collectors prefer anonymity, but many of the mega-wealthy(not just the 
Russians) have an innate need to display the proceeds of their success(even when 
criminally obtained) and to be seen to be doing so. This is what the English essayist 
William Hazlitt in 1819 described so succinctly ,’’Man is a toad-eating animal. The 
admiration of power of others is common to man as the love of it in himself’’178.While 
much of the market boom is created by greed, an even greater motivation is social 
status. Many of the collectors are simply trophy hunters179.Lord Poltimore, Sotherby’s 
UK chairman, speaking in late 2006,put it this way, ’’Pretty well anything Russian is 
very hot at the moment and the buyers are 99 percent Russian. The buyers are 
mainly oligarch-type people who have been buying houses all over the world and 
now want some art to put in them’’180 
 
(e)Conclusion 
The country-specific examples above illustrate the global nature of the money 
laundering in the trade of art. When the predicate offence is committed in one 
country, the likelihood is that the laundering through trade in art will be done in 
another country. This minimizes the risk of being caught to both the launderer and 
the one committing the predicate offence. But in many cases, as in the examples 
from Russia, often the person committing the predicate offence is also the one that 
does the laundering. In cases of cross-border crimes like this, there is need for 
cooperation between the concerned jurisdictions to combat the crime. 

 

Chapter Six: 

Art fraud and money laundering. 

  

(a)Introduction. 

Even from  an established dealer or  auction house, one can still  get stuck with 

counterfeit or stolen goods. Yet too often buyers fail to take basic steps to protect 

themselves181 

“Sophisticated businesspeople would never do a business deal without asking 

questions, but somehow when they are buying art or collectibles, their common 

sense flies out of their head,”182.In this chapter, the links between art fraud as a 
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predicate offence and money laundering as the means to hide the fraud are 

examined. 

 

(b)Susceptibility of art to fraud and money laundering 

Buying fine art and collectibles can sometimes pay off handsomely. At the same time 

however, thieves and forgers have more than ever to gain, too183 
  

Art and collectible buyers can’t routinely rely on any branch of government to protect 

them184,unlike with other properly regulated industries.Engaging a “consultant”  is no 

guarantee either, particularly if that consultant’s compensation is tied to what one 

buy’s, reducing his or her incentive to squelch suspect purchases185.Traditional 

auction houses perform their own due diligence, but its “unrealistic to expect them to 

be able to do extensive research” on each item because of the sheer volume of the 

work that would have to be undertaken. The auctioneers artfully limit their liability: 

The “terms and conditions of sale” in the back of a catalogue typically state the 

auction house only warrants the brief description of the item in boldface or italics, not 

all the other information printed. That limited warranty should cover the fact that a 

painting is indeed by a particular artist186. To enforce that warranty a buyer must 

generally sue within four years of a purchase, and many people don’t discover 

they’ve bought a fake until they go to sell the item or lend it to a museum. In the USA, 

for fraud claims the clock starts to run only when you become, or should have 

become, aware of the fraud. Depending on the state, the statute of limitations may be 

as short as two years. And fraud is hard to prove187 
  

Problem is, not everything stolen is listed. For example, according to documents in 

the case United States of America v. One Tyrannosaurus Bataar Skeleton188, the 

man who consigned the museum-quality skeleton to Heritage indicated on customs 

documents that the country of origin for the  fossil was Great Britain, when, according 

to paleontologists, T. bataar only lived in the Mongolian desert189.The May 20, 2012 

New York auction was interrupted by an announcement from a lawyer that his client, 

the president of Mongolia, had gotten a temporary restraining order from a Texas 

state court judge prohibiting the sale. Heritage went ahead with the auction but made 

the sale contingent on resolution of the court proceedings and has cooperated with 

the FBI190 
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The consigner of the skeleton has pleaded guilty to helping to smuggle numerous 

dinosaur remains into the U.S191.For the legitimate art industry, the criminal activity is 

a major headache. Some industry experts said the only way to erase art crime is to 

clean up corruption192 .However, addressing corruption as a predicate offence 

without tackling the resultant laundering of the proceeds of the corruption, using art 

as a vehicle  ,would still leave the art industry highly vulnerable to be used by those 

who seek to hide or disguise their corrupt conduct. 

 

(c)Conclusion 

Given the susceptibility of art to fraud and money laundering, all those involved in 

efforts to combat money laundering both at national and international levels need to 

constantly be alert to the ever changing techniques used by criminals. Higher levels 

of cooperation between different jurisdictions have to be cultivated, and the 

regulatory framework improved. 

 

 
 

Chapter Seven: 
 Crime in the Art World-Investigations and Prevention 
 
(a)Introduction 
 
Art  is both a heritage and history. It involves esthetics, feelings, utility and 
imagination. A basic foundational understanding of the art world is necessary to 
analyze cases involving robbery, theft, and forgery of artworks, and  money 
laundering through art193. 
 
Art museums collect and maintain works that are valuable and draw the interest of 
collectors and specialized dealers. Oftentimes they regard their establishments as 
more of a museum than a business. This is partly true, if one takes into account the 
people who frequent these spaces for purposes of observing rather than acquiring 
art, in an informal way that is more intimate and less institutional than in a 
museum194. Then again, everything a gallery owner has to offer is placed on exhibit 
rather than put up for sale195 
 
(b)Crime in the art world 
 
There is a widespread belief that only the rich can afford art. However  a big  number 
of persons and collectors from the middle class passionately devote their time and 
money to the arts. Collectors also make donations to one another, much like an 
exchange of gifts. Large corporations routinely take an interest in acquiring works of 
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art, encountering no resistance from their shareholders. Such acquisitions often turn 
out to be important investments. Investors in art are collectors who often care little 
about the asset collected. Those investors who frequently engage in acquisitions and 
sales are considered art dealers196. 
 
Artworks are fragile and intolerant of temperature and humidity extremes, and 
therefore require proper transportation by specialized companies. Mere examination 
by a specialist is no assurance of authenticity, although the specialist may, in many 
cases, be capable of authentication. Authentication requires special expertise in 
specific areas. 197. 
 
Preservation of a work of art requires diligent care to minimize all hazards, 
even when strict security measures are put in place. To that end, a proper insurance 
policy is in order to protect against incidental damage. One would normally expect 
protection against loss of the work, a drop in its market value, and assumption of 
liability198. 
  
As a general rule, insurance policies are based on contracts. Yet in the case of 
artworks, special consignment arrangements are often used when the parties would 
normally be disinclined to rely on standard agreements199. 
 
Academia plays an important role in the scientific study of artworks, placing historical, 
geographic and sociological aspects of art before the public—especially with regard 
to those works more recently discovered or held for years by collectors200.For legal 
issues, there are specialized professionals who deal with consignments, auctions, 
charity institutions, gifts, and copyrights. In any discussion of the world of art, one  
would do well to take note of its underworld. Indeed, there is always a need to be 
aware of the underworld  as an ecosystem apart, one that permeates the artistic 
environment201.Along similar lines, Robert Spiel, Jr., states that currently, “criminals 
who are comfortable functioning in the art world far outnumber their police or law 
enforcement counterparts.”202Investigations in the United States, for instance, show 
that up to 90% of the crimes committed in this field are perpetrated by participants in 
the market, which includes curators, collectors, volunteers, dealers, appraisers and 
even professors. The small remainder is attributable to ordinary criminals who know 
practically nothing about the object of their crimes—other than perhaps what they 
have heard ,for example, in the media about how easy they are to steal and how 
much they are worth. Forgers and distributors of fakes, on the other hand, require 
knowledge and connections in the art world203. 
 
A big peculiarity about t art  is that business practices in the art world are different 
from many other industries. It is not uncommon ,for example, for collectors or dealers 
to simply make an exchange, without money ever changing hands, a barter trade of 
sorts. Furthermore, museums make acquisitions by payment, barter or on loan from 
other museums, since most are dependent on donations or government 
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subsidies204.Among private collectors or investors, wealthy or not, records are not 
kept, and proof of legitimate ownership hinges on finding a receipt, petty records or 
even photographs205. 
 
An important consideration is the confidentiality surrounding dealings in art, except 
where dealers are concerned. Buyers and sellers do not seek exposure. Sellers are 
often embarrassed at having to part with their treasures, and buyers, mindful of this, 
will avoid adding to their displeasure. Dealers, in turn, are protective of their margins, 
and prefer not to disclose them206. 
 
A general lack of transparency as to how prices are arrived at is a characteristic 
of this market. It is difficult to know, for example, the true worth of museum 
pieces. Art dealers are by no means consistent. Some will reduce prices to 
attract customers, while others will categorize or label their items with little regard 
for market niceties207. 
  
World War II and drug trafficking were important events affecting the theft of 
artworks. During the war, art was stolen by civil and military authorities. Soldiers 
engaged in this theft throughout the conflict, and the art taken has ended up on the 
market because the generation that took it is dying out. This has resulted in claims 
being brought by the victims ,including governments, institutions or descendants208. 
 
Manus Brinkman believes that the underlying causes for the international traffic 
in cultural property are similar to those underlying the traffic in drugs. “On the one 
hand, there is a demand from wealthy consumers, and, on the other, there is a huge 
supply in regions where poverty reigns. It is rather strange that the collection of 
cultural objects of unknown provenance by wealthy private individuals is still 
widely considered to be socially acceptable.”209 
 
Constant forgery of works of art has decreased the interest of serious buyers. 
They are increasingly skeptical of an artwork’s authenticity and disinclined to 
blindly trust many dealers, whether because of the quality of the forgery or misgivings 
about their intentions210. 
 
Authentic provenance papers may also be stolen, or even forged from museum 
or auction house catalogs. The crime against property can occur before or after the 
forging of provenance papers. The fact that, for example, Sotheby’s or Christie’s211 
may once have sold a piece is no clear assurance of its authenticity. Provenance 
may have been legitimately acquired for fraudulent purposes using the family of 
the artist or even the artist for authenticity, thereby engendering an irrefutable 
presumption of authenticity even in a court of law. That would happen if an artist or 
relative were hired to certify new provenance for a third party, causing a conflict of 
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interest between the original buyer of the work and whoever hired the second 
provenance212. 
  
Unlike museums and art dealers, ordinary people rarely have documentation 
for artworks in their possession. Seldom do they have a bill of sale, proof of 
payments, provenance, or any trace of original or subsequent documentation. This 
is normally because the piece has been in the family for generations, providing 
fertile ground for criminals to commit a vast array of crimes 213. 
  
However with the advent of the technology age, it is now easier  to verify stolen or 
recovered artworks, especially in archives containing inventories of pieces in the 
hands of collectors under investigation or indictment. These also facilitate rapid 
transmission of information on disappearances, with complete descriptions, often 
including photographic records214. 
  
The commission of ordinary crimes (theft, robbery,forgery  ) is common in the world 
of art. This is relevant to calculations involving statutes of limitation. For example, 
there are large differences among these types of crimes when it comes to statutes of 
limitation. The issue is to know when the  commission of the crimes was completed. 
As in the case of artworks that have been handed down for generations, only the last 
person in possession of the work can be held liable as of the moment that person—
aware of the illegitimacy of the thing—acts as the owner215. 
 
There are large databases listing stolen or missing works of art. They may be 
found at museums, international agencies (International Criminal Police 
Organization—INTERPOL216), governmental agencies (Federal Bureau of 
Investigation—FBI217), nongovernmental organizations (The Art Loss Register218) 
and International Forums (UNESCO219 and the International Council of 
Museums—ICOM220). 
 
The challenge however lies in the fact that  both stolen and legitimate artworks may 
attract criminals seeking to launder dirty money by exploiting a market that is little 
known, hard to understand, easily manipulated , and fraught with crime (theft, 
robbery, forgery and laundering).Although traditional money laundering methods, 
such as the purchase of commodities and real property through the financial system , 
through third parties , and through offshore banks , to disguise the money and its 
origins, have long served organized crime, it has moved into other areas, less closely 
watched and with fewer rules221.As explained by Fletcher Baldwin, Jr., a “novel way 
is through the use of art. Although it sounds strange to think of drug traffickers and 
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arms dealers purchasing famous Renoirs and Picassos, the use of art to launder 
money is not as strange as it seems; and in fact, it is extremely effective.”222 
 
(c)Combating the use of art to launder money 
 
Although art has been highly valued by mankind since ancient times, its current 
business sophistication, unprecedented international market, the huge sums of 
money involved and its use as an investment by persons indifferent to it and even 
by criminals, would once have been unthinkable223. 
  
Fletcher Baldwin, Jr.224 and  Hanna Purkey225, draw an important parallel between 
real estate and art. Both are classed as non-financial, and therefore lack the 
regulation and rigid, standardized controls in place for the financial sector226. 
One important difference is that art may be transported, appraisers or dealers 
are easily bought or even made up and no authorization is even required for dealing 
in art227. 
 
In turn, regulatory agencies pay little attention to the art world228

.For example, the two 
largest auction houses in the world, Sotheby’s and Christie’s, are self-regulated and 
are only required to act in good faith in the interest of their clients or consignors229. 
Both  accept cash payment and are not under any specific obligation to report 
suspicious transactions. Sotheby’s does not prohibit cash payments, but does subject 
them to unspecified legal restrictions, whereas Christie’s does not even mention any 
limitations on cash payments, which may be made by electronic transfer, payment 
order, cash or  check230.International auction houses in the United States all follow 
the Uniform Commercial Code, which does not restrict the use of cash as a form of 
payment. They may therefore accept cash payments, irrespective of knowledge of 
illegality or whether the money comes from unlawful activity—this despite the 
requirement that they act in utmost good faith. Because they are self-regulated, it is 
easy to shift responsibility to the consignor and assume no obligation toward the 
international community231

.This again highlights the fact that omission of the art 
industry from FATF’s list of designated non-financial industries and professions is 
extremely surprising and needs to be re-dressed quickly. 
 

(d)Conclusion 
 
Lack of proper rules, monitoring, or even interest has caused many launderers to 
look to this market as a means of cleaning their dirty money, since prices may be 
established, manipulated and altered at any time. It is true that dirty money gradually 
and on a large scale began discovering art . Increasing the flow of illegal money 
allowed organized crime to move in, followed by harmful consequences given the 
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increased danger of fraud, tax evasion and corruption. Art thus became a natural 
channel for the laundering of illegal money232. 
 
Authorities have become aware of problems surrounding the world of art, such 
as its vulnerability on a whole series of issues and threats. The large amounts 
of money involved and the lack of transparency in the art market requires 
greater control by the authorities. In the case of art, in the name of the transmission 
of cultural values, its actors appear to have paid little attention to a number of 
unlawful practices including money laundering233.Questionable practices on the part 
of its participants have been permitted in the name of the independence of the 
industry and its necessary secrecy. All the while, court cases, reports in the 
international press and several studies have suggested that there might be 
international, organized, illegal conduct behind it234. The industry is surrounded by an 
aura of mystery that cannot be boiled down to a simple prognosis of unlawful 
behavior, but instead, more of an unevenly-distributed criminal prognosis. That 
sophisticated methods and techniques are used to wipe out all vestiges of crime—
methods that mutate in response calls for flexible legislation, focused on the harm 
done by predicate crimes, and on the greater harm occasioned to the economy by 
the mixing of licit and illicit money235.Laundering through artworks is accomplished by 
incorrectly stating prices,quantity and quality, and by overseas transportation, all in 
an effort to convey some legitimacy to illegal money.236 
 

 
Chapter Eight: 
Conclusion and way forward 
 
 
According to Denis Williams , “the destruction and removal of our cultural heritage 
will not cease until everyone views it as a personal affront.”237 The adoption of 
isolated measures, without a global consideration of the problem, will never suffice as 
an effective strategy to combat money laundering. International  auction houses, 
have understood the seriousness of the problem and created the Art Loss Register to 
assist in checking provenance in order to keep looted or stolen works from circulating 
in the market. If a given work of art is listed in the Art Loss Register or INTERPOL 
files, it will not be put up for sale238. 
 
Combating money laundering  is justified because market rules alone cannot provide 
all of the aspirations emerging within the context of the course of business 
practices239.There is a need to fill loopholes that ordinary criminal law  has largely 
been insufficient to properly suppress given the increase in financial crime arising out 
of the exponential increase in international crime240. 
 

                                                 
232 Ibid,pp60-61 
233 Ibid,p61 
234 Ibid, 
235 ibid 
236 Ibid,p62 
237

 In the writings of Alissandra Cummins, in The Role of the Museum in Developing Heritage Policy. Art and Cultural 

Heritage: Law, Policy, and Practice, p. 47. 
238

 F. M. De Sanctis,no1,p184 
239 Ibid,p185 
240 Ibid. 



 33  

If financial crime has often elicited lackadaisical social reaction, because of a 
perception that this is something engaged in by people of social or professional 
prestige,  in many court cases reported in the press, the opposite 
emerges to the extent that money laundering, including those involving works of art, 
has arisen out of ordinary serious crimes, such as drug trafficking. The absence of 
overt violence partly explains the lack of moral outrage that is elicited by violent 
crimes and sexual offences. However, society is slowly becoming aware of the 
deleterious effects of financial crime, for it in turn also fosters ordinary crime. 
Deterrent penalties need to be meted out to money launderers241. 
 
Hence, a clear and systematic ordering of existing rules on money laundering, 
especially laundering made possible through art, so as to block off any possibility 
of criminal behavior, must be defended242. 
 
Observed cases of money laundering through artworks were detected by sectors 
unconnected to art. These may have come about after triggering an alert in the 
banking system, or simply because the predicate crime was found out , culminating in 
arrests, convictions and confiscation of assets243. 
 
Rethinking the role of museums, galleries, auction houses, insurance companies and 
nongovernmental organizations to get them to adapt to the situation the world faces 
is in order, and to do likewise with regard to the way suspicious payments are made. 
States, the police, prosecutors, judges and government agencies are all essential to 
efforts toward international cooperation and repatriation of goods244. Hence, the fight 
against the trafficking of drugs and weapons, corruption, terrorism and money 
laundering requires concerted action that is not restricted to the regions affected by 
the criminal behavior245. 
 
According to Fletcher Baldwin, Jr., “potentially , the most harmful effects of 
money laundering by these highly skilled organizations is not only the worldwide 
undermining of financial institutions—both banks and non-banks—but also the 
loss to the public of cultural heritage”246.It is not just the concern of immediate 
participants in the art world, but primarily of public authorities, including police, 
government agencies, prosecutors and even judges. Thus everyone, including 
governments, must contribute to profound and broad concerted action. This means 
cooperation at the national and international levels247. 
 
Specifically with reference to museums , but also as valuable guidance to all 
participants in, and managers and controllers of the art market, “[t]he role of heritage 
institutions in this area should be recognized and coordinated with the role of their 
counterparts in the legal, security,and customs professions”248 
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(a)Way forward 
 
(1)international perspective 
 
(i)FATF should include  art galleries, international auction houses and museums and 
other key players in the art industry in the Suspicious Transaction Reporting 
Recommendation for non-financial companies and professions249 alongside casinos, 
real estate brokers, dealers in precious metals or gemstones, attorneys, notaries and 
accountants250. A typology study in the area of laundering money using art ,and also 
art crime as a predicate offence for money laundering should be undertaken by FATF 
or any of the FATF Style Regional Bodies so as to recommend  the best practices 
that should be adopted by member countries to combat the same. 
 
(ii) Tax havens should be particularly be obliged to comply with all provisions 
whereby information must be provided to international authorities. Ethical and legal 
considerations must be placed above financial considerations251.  
 
(iii) Improving international cooperation, including  repatriation of assets to those 
countries and individuals that lost them252. 
 
(2)National Perspective 
 
(i)Statute of limitations should not apply for  art crimes or in the alternative, once 
criminal proceedings are instituted ,the statute of limitations should stop running. 
Another   alternative, would be that the limitation should be a very long time, for 
example  thirty to fifty years. This latter alternative would for example allow for crimes 
committed in extra-ordinary circumstances, such as World War II, to still be within 
mandate of investigations , prosecutions  and administrative procedures253. 
 
(ii) Properly functioning Financial Intelligence Units should be established to provide 
effetive oversight so as to timely obtain direct or indirect access to 
financial and administrative information, and information from law enforcement 
authorities in order to fully perform their functions, including analysis of suspicious 
transaction reports254 .The agency must be fully empowered and supplied with 
human and material resources to monitor and supervise in order to spot artificial 
inflation of art prices, as is done for real estate. It must also check for fraudulent 
sales or acquisitions, forged documents, financing of nonexistent objects, loans 
taken out in the name of third parties or trustees, and the involvement of offshore 
accounts to disguise the true identity of a buyer or seller255. 
 
(iii) Full particulars absolutely must be obtained on all actual investors, even 
if they belong to foreign registered companies, as long as they do business and 
are represented in the country.Complete identification must also be required of 
partners and administrators concealed within offshore accounts or trusts domiciled in 
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tax havens. A listing of all shareholders ,directors and managers should be required 
for being listed or removed from the tax rolls and company registers.256 
 
(iv) There should be a complete record by type of business and types of 
Non-Governmental Organizations (NGOs). NGOs should be required to keep records 
on all transactions entered into within the country and/or abroad. This would comply 
with FATF Recommendation No. 08, in the spirit of clearly delimiting the rights and 
responsibilities of directors and employees of NGOs257.This is particularly important 
in developing economies where many NGO’s operate with little or no oversight. This 
is more so with foreign NGO’s. Criminals could therefore take advantage of this weak 
oversight to launder proceeds of their crimes. To address this particular problem, 
Uganda ,has for example listed NGO’s among the accountable persons who have 
certain financial transactions recording and reporting obligations and responsibilities 
under its Anti-Money Laundering Act,2013258 
 
(v) The FATF recommends that all countries identify, evaluate and 
understand the hazards they face because of money laundering and the financing 
of terrorism, and that they take coordinated action to mitigate it259 .This would provide 
for cooperation and national coordination of prevention and enforcement policies, 
with proper actions, Financial Intelligence Units (FIUs)260.However many  developing 
countries are struggling to set up effective FIU’s. For example in a study undertaken 
to evaluate how realistic it is to set effective FIU’s in the countries of eastern and 
southern Africa, Nomzi Gwintsa concludes that this is a challenge because of the 
large informal sector, large unbanked communities and cash based economies261.   
  
FAFT also provides for  the requirement of Customer Due Diligence (CDD), whether 
companies or individuals, a ban on anonymous accounts or those bearing fictitious 
names, and identification requirements for their beneficial owners262 . Require 
records to be kept for at least five years263 and a definition of “politically exposed 
persons,” that is, persons more readily able to launder money, such as politicians and 
their relatives in prominent positions. These things require closer monitoring, and 
enlargement of their definition (2012 revision) to include both nationals and 
foreigners, and even international organizations264. Require reporting of suspicious 
operations on the part of designated non-financial businesses and professions 
(DNFBPs), such as casinos, real estate offices, dealers in precious metals or 
stones, attorneys, notaries and accountants. Internal controls must be 
established along with protection of whistleblowers from civil or criminal liability265. 
Transparency should be required of the beneficiaries of companies, and countries 
should obtain sufficient information in real time266 ,including information about trusts, 
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settlers and trustees or beneficiaries267, and Financial Information Units need to have 
timely access, direct or indirect, to financial and administrative information in the 
hands of law enforcement authorities in order to fully perform their functions. This 
includes analysis of suspicious transaction  reports268 .Proper regulation and 
supervision of casinos, with effective  rules and systems to prevent money laundering 
should be enforced 269. 
 
(vi) While granting tax deductions countries should take into consideration the 
complexity and voluminous nature of different tax codes , and also require some 
professional training on the part of agents in relation to the art market. Because of its 
inhomogeneous nature, art requires some specialization, and agencies monitoring 
the industry must likewise be specialized270. 
 
(vii) Insurance companies are invariably hired in the case of high-value artworks, 
which are handled differently than ordinary personal property, hence should be more 
appropriately regulated271. 
 
(viii) Auction houses should be more appropriately regulated, and be brought under 
the ambit of institutions that report suspicious transactions. 
 
(b)Final Word 
 
The question that was set out at the beginning to be examined  by way of a 
theoretical analysis is whether there is any link between the contemporary art world 
and money laundering. The answer is a resounding ‘’yes’’. Given this conclusion, 
provided is a set of proposals on how to address the problem of money laundering 
using art, at both the international stage and within the territorial jurisdictions of 
different countries. 
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