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THE PHENOMENOLOGY OF MONEY LAUNDERING IN UKRAINE

Abstract. The article investigates the problems of the spread of complex socio-economic
phenomenon-money laundering in Ukraine. The attention is focused on the results of the fifth round of
mutual evaluation of Ukraine in the sphere of AML by the Committee of the Council of Europe
MONEYVAL and conclusions on the lack of effectiveness of the national mechanism of combating
money laundering in Ukraine. The necessity of monitoring and conducting appropriate macroeconomic
and criminological analysis on the basis of scientific knowledge of the phenomenon of «money
laundering», the factors of its manifestation and spread in Ukraine. As a methodology for the study of
money laundering in Ukraine as a socio-economic phenomenon, the application of phenomenology based
on the combination of the philosophical method of knowledge of the phenomenon in reality based on the
essential characteristics of its nature, and criminology — the doctrine of crime. The results of the survey of
specialists of the law enforcement system in the field of anti-money laundering are chosen as an empirical
basis. The analysis covers several groups of indicators, in particular, characterizing the spread of money
laundering in the country as a whole, and the vulnerability of individual sectors of the economy. Attention
is focused on the significant spread of the phenomenon of money laundering in Ukraine, as evidenced by
84.5% of respondents, and the most vulnerable is determined by the credit and financial sector (82.0%).
Based on the use of a special group of indicators, the analysis of the connection of money laundering with
other socially dangerous socio-economic phenomena: corruption, the shadow economy, capital flight,
organized crime and the like. The article focuses on the extreme demand of corrupt officials on laundering
of corruption revenues, as noted by 85.4% of respondents. It is concluded that it is necessary to introduce
fundamental changes regarding the system of combating money laundering in Ukraine.

Keywords: money laundering, anti-money laundering, AML, phenomenology, expert
survey, FATF, MONEYVAL, shadow economy.
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®EHOMEHOJIOI'TSI BZIMUBAHHSA KOIITIB B YKPAIHI

AHotauisi. JlocnimKyoTeCsl MpoOIEMH MOMIMPEHHS CKIAJAHOTO COLIAIbHO-EKOHOMIYHOTO
SBWIIA — BIZIMUBaHHS KOIITIB B YKpaiHi. AKIIEHTOBAaHO yBary Ha pe3yibTaTax ITSITOTO PayHIY
B3aeMHOI ominkn Ykpainu y cdepi [IBK Komirerom Pamu €spomrn MONEYVAL i BucHoBkax
MOJI0 HEJIOCTaTHhOI €(PEeKTHBHOCTI HAIIOHAILHOTO MEXaHi3My TPOTHJII BiIIMABAHHIO KOIITIB B
VYkpaini. 3a3HaueHO Ha  HEOOXiTHOCTI ~ MOHITOPMHTY 1  TPOBEACHHS  BiIIOBIIHOTO
MaKpOEKOHOMIYHOTO U KPUMIHOJOTIYHOTO aHalli3y Ha OCHOBI HAayKOBOIO Mi3HaHHS (DEHOMEHY
«BIIMUBaHHS KOIITIB», (aKTOpiB HOTro TposiBY 1 TONMpeHHs B YKpaiHi. Meronomnorieto
JOCIIDKCHHS BIMMUBAHHS KOIITIB B YKpaiHi SK COIIAIEHO-€KOHOMIYHOTO SIBUIIA OOTPYHTOBYETHCS
3acToCyBaHHS (DEHOMEHOJIOTii, MmO Oa3yBaTMMEThCS Ha TOEAHAHHI (inocodchkoro Meroay
Mi3HaHHS (EHOMEHY B pealbHIl JIMCHOCTI HA OCHOBI CYTHICHUX XapaKTEPUCTHUK HOTO MPUPOIH, 1
KPUMIHOJIOTI] — YUYeHHS MPO 3JI04MH. EMIIpUYHOI0 OCHOBOIO OOpaHO pe3ysbTaTH aHKETYBaHHS
¢daxiBliB MPaBOOXOPOHHOI cucTeMH Yy cdepi TPOTHHII BiAMHUBAaHHIO KOIITIB. AHAIi30M
OXOIUTIOEThCS JICKUIbKA TPYyN IHAWKATOPiB, 30KpeMa Ti, SKi XapaKTepu3ylThb IONIHPEHHS
BiIMUBAHHs KOUITIB SIK Yy ILIJIOMY IO KpaiHi, TaK 1 Bpa3lMBiCTh OKPEMHUX Taly3ell E€KOHOMIKH.
AKIIEHTOBAaHO yBary Ha 3HAYHOMY MONIMpPEHHI (heHOMEHY BiqMHUBaHHS KOIITIB B YKpaiHi, Mpo 1m0
3a3Havyae 84,5 % omnuTaHuX, a HAWHOUIbII BpPA3JIMBOI BHU3HAYCHO KPEAMTHO-(IHAHCOBY chepy
(82,0%). Ha ocHOBi BHKOpPHCTaHHS CHELIAIbHOI TPYNU IHJUKATOPIB 3IIMCHEHO aHaJi3
OB’ SI3aHOCTI BiJIMMBAHHS KOIUTIB 3 IHIIMMH CYCIIUIBHO HEOE3IEYHMMH COLIAIbHO-EKOHOMIYHUMU
SBUILAMH: KOPYIIIis, TiIHbOBA EKOHOMiKa, «BT€Ua» KamiTally, OpraHi30BaHa 3JIOYWHHICTH TOMIO.
AKIICHTOBaHO Ha HaJI3BUYaHOMY MOTUTI KOPYIIIOHEPIB 1010 BiIMUBAHHS KOPYNIIHHUX JOXO/IIB,
PO IO 3a3HauaroTh 85,4 % pecnoHaeHTIB. 3p00JCHO BUCHOBOK IMPO HEOOXITHICTh 3apOBaPKCHHS
(hyHIaMEHTaIbHUX 3MIH 00 CUCTEMH MPOTHU/IIT BIIMUBAHHIO KOIITIB B YKpaiHi.

Kniwouosi cnoea. BiIMUBaHHA  KOINTIB, MNpOTHAiA BigMmuBaHHIO komTiB, IIBK,
(dhenomenosoris, excrieptae onutyBanHsa, FATF, MONEYVAL, TiHbOBa €KOHOMIKA.
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®EHOMEHOJIOI'USI OTMBIBAHUA JEHEI' B YKPAUHE

AnHotauus. Hccnexyrorcs mnpoOieMbl paclpOCTpPaHEHHs] CIIOKHOTO — COLMANIBHO-
SKOHOMUYECKOTO SBICHUS — OTMBbIBaHHME JCHEI B YKpauHe. AKUEHTHPOBAHO BHUMAaHHME Ha
pe3yabTaTax ISTOro payHaa B3auMHOM oneHkn Ykpaunsl B cdepe IIOJ] Komurerom Cosera
EBporist MONEY VAL 1 BBIBOIaX OTHOCHUTENILHO HEAOCTATOYHOH () (HEKTUBHOCTH HAIIMOHAILHOTO
MEXaHu3Ma TPOTHBOJCUCTBUS OTMBIBAHUIO JIEHET B YKpauWHe. YKazaHO Ha HEOOXOJUMOCTh
MOHMTOPUHIA U IIPOBEAEHUS COOTBETCTBYIOLIETO MaKPOIKOHOMHUYECKOTO ¥ KPUMUHOJIOIMYECKOTO
aHaM3a Ha OCHOBE HAY4YHOTO TO3HaHWs ()eHOMEHa «OTMBIBaHHs JieHer», (HaKTOpOB €ro
MIPOSIBJIIEHHSI M paclpocTpaHeHHs] B YKpanHe. Ha ocHOBe MCHONB30BaHWs CIEHUAIbHONW TPYIMIBI
WHAMKATOPOB OCYILIECTBJICH aHAJM3 CBSI3aHHOCTH OTMBIBaHUSl JCHEr C JAPYIMMH OOIIECTBEHHO
OMACHBIMU COLMAJIEHO-PKOHOMHYECKUMHU SBJICHUSIMU: KOPPYILHs, TEHEBas IKOHOMHKA, «OercTBO»
KaluTalla, OPraHu30BaHHAsA MPECTYIIHOCTh U TOMY NOJ00HOE. AKIEHTHPOBAHO HA YPE3BBIYAHHOM
CIIpoce KOPPYILMOHEPOB IO OTMBIBAHHIO KOPPYNIHOHHBIX TOXOJO0B, O 4eM oTMmedanoT 85,4 %
pecrionenToB. CrenaH BBIBOJ O HEOOXOJMMOCTH BBEJICHHS (YHIAMEHTAIbHBIX H3MEHEHHH
OTHOCHUTENIBHO CUCTEMbI IPOTUBOACHCTBUS OTMBIBAHUIO JICHET B YKpauHe.

Knwuesvle cnoea. oTMBIBaHHE JCHET, MNPOTUBOJEHCTBUE OTMBIBaHuio peHer, I[IO]I,
(henomenoorus, s3xkcneptHbIi onpoc, FATF, MONEY VAL, TeHeBast SJKOHOMHMKA.

®opwmyn: 0; puc.: 4; Tadmn.: 2; 6udn.: 14.

Introduction. Today in Ukraine, issues related to combating money laundering have
become more relevant and are in the center of public attention.

Research analysis. The problem of the distribution of the specified socially dangerous
phenomenon, the implementation of the mechanism of counteraction of money laundering, the
effectiveness of the legislation, in varying degrees, paid attention to the scientists and experts who
have studied various aspects of overcoming this threat to the state of the phenomenon: Sheet L. I.,
Benicky A. S., Butkevich S. A., Vnukova N. M. Gajewski M. 1., Glushchenko A., Golovanov N. M.
Egorov, O. M., Egorov V. I., Klimenko A., Korjenevsky J. P., Kravchenko O. V., Nekrasov V. A.,
Perekislav V. E., Surkalo B. I., Fadeev V.O., Feshchenko O. Yu., Charichansky O. M.,
Chernyavskaya S. S. and others.

At the same time, the problems related primarily not to the technical assessments of the
national mechanism compliance with FATF Standards, but to the real achievements and practical
results of combating money laundering [1], which in turn requires a systematic and in-depth
macroeconomic and criminological analysis [2] based on scientific knowledge of the phenomenon
of «money laundering», the factors of its manifestation and spread in Ukraine, are becoming
relevant.

Research results. The economic growth of modern society is inextricably linked with the
prevention of various threats that increase during the reform of the economic system [3; 4]. These
are, first of all, such complex and dangerous for our state socio-economic phenomena as the shadow
economy (especially its criminal component), organized crime, which permeates the system of
economic relations, corruption at all levels of government, the «flight» of capital abroad in the
presence of a shortage of investment resources, and the like [5]. A special place among these
phenomena is money laundering as a mechanism for ensuring the functioning of shadow economic
relations, as well as the reproduction of the economic potential of organized crime [6].

Combating money laundering (hereinafter- AML) in Ukraine is determined by one of the
important areas and is ensured by the implementation of international standards in the field of
AML, among which FATF recommendations occupy a Central place. Since 2002, Ukraine has
objectively formed the conditions and started systematic work on combating money laundering
(AML). Improvement of international standards encourages the development of legal regulation in
Ukraine and the appropriate introduction of new approaches [3] to the formation of a mechanism to
combat money laundering, which, in turn, requires an extremely adequate perception of the
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phenomenon of «money laundering» professional environment and productive institutional
activities.

At the same time, the results of the fifth round of mutual evaluation of Ukraine in the sphere
of AML by the Committee of the Council of Europe MONEYVAL, which ended in December
2017, indicate the real state of the effectiveness of the AML in Ukraine, which is in this case a key
component in assessing the country's compliance with FATF Standards. The efficiency assessment
is aimed at [8, p. 15]:

- increased attention to the results of the FATF;

- determination of the extent to which the national AML system has achieved the
objectives of FATF standards;

- identifying systemic weaknesses;

- prioritization of measures to improve the AML system.

That is, according to the «Methodology for assessing compliance with the FATF
recommendations and the effectiveness of the system of counteraction of money laundering and
combating the financing of terrorism» [8, p. 15] assessment of the effectiveness of AML in the
country not aimed at formal compliance with the FATF Standards, which is the subject of
assessment of technical compliance and practical results in the field of AML, what level of results
of practical activities in the country of assessment and have been achieved the main purpose of the
AML in accordance with FATF Standards.

To assess the effectiveness of FATF adopted an approach based on a hierarchy of specific
results (Fig. 1).

A high priority
g =

Interim results-3

< r

Immediate results-11

Fig. 1. The hierarchy of assessments of the effectiveness of AML on the methodology of the FATF

In order to provide a balanced overall understanding of the effectiveness of the AML system
and a detailed assessment of the level (in the form of a rating) of the functioning of its components,
FATF evaluates the effectiveness based on 11 «immediate results». Each of them represents one of
the key goals which an effective system of AML is supposed to achieve. In turn, 11 «immediate
outcomes» are grouped into three groups of «intermediate results», which is the main thematic
purpose of the AML [8, p. 16].

Thus, the fifth round of mutual evaluation of Ukraine in the sphere of the AML Committee
of the Council of Europe MONEYVAL in the efficiency of the system AML has recorded the
results of [9, p. 14] according to certain 11 indicators (Table 1), of which none received a «high»
rating, 2 — «significant», 8 — «moderate», 1 — «low».

This, first of all, requires a significant analysis of the situation, the study of those factors that
cause the inability to effectively prosecute activities related to money laundering, etc. [10]. At the
same time, the objectivity and validity of the research results require an appropriate methodological
framework, the acceptability of the data used in the analysis, and the sources from which they
come.

In our opinion, the methodological principles of analysis of money laundering in Ukraine as
a socio-economic phenomenon is grounded in the application of phenomenology [11, p. 84] of
money laundering, based on a combination of the philosophical method of cognition of
phenomenon in reality on the basis of the essential characteristics of his nature, and criminology —
the doctrine about a crime.

377



Table 1
Ratings of the effectiveness of AML in Ukraine (according to MONEYVAL)

Ne Intermediate result N The immediate results of the effectiveness of AML Le:lv_e It
z/p z/p efficiency
1. Policy, coordination and 1 ML risks are understood and, where necessary, significant

cooperation reduce the risks of | ™ actions are coordinated at the national level 9
money laundering 2 International  cooperation  provides relevant moderate
’ information and contributes to AML
2. The entry of criminal money The Supervisory authorities shall exercise due
. 3. NV . - moderate
and funds in support of supervision in accordance with the risks
terrorism into financial and 4 Financial institutions adequately apply AML moderate
other sectors has been prevented | ™ preventive measures in accordance with risks
or identified and reported in 5 Legal entities are protected from their use in the moderate
these sectors : ML
3. Threats and money laundering 6 Financial and other data are used by the competent significant
are detected and eliminated, | authorities for investigation in AML g
criminals are punished and 7 Crimes with ML are investigated, and criminals are low
deprived of illegal income ... ’ prosecuted and subject to effective sanctions
Proceeds and proceeds of crime shall be
8. - moderate
confiscated
Crimes and activities to investigate the financing of
9. - : - moderate
terrorism are investigated
10 Terrorists and terrorist organizations do not have moderate
" | the ability to collect and use funds
Individuals and legal entities are prevented from
11. | collecting and using funds for the proliferation of | moderate
weapons of mass destruction

The analysis of any negative socio-economic phenomenon using official statistics is quite
understandable. At the same time, among the domestic law enforcement specialists, foreign experts
of the EU Advisory mission, there is a well-established understanding of the inadequate mapping of
the crime rate according to the Unified register of pre-trial investigation (URPTI), which does not
allow to objectively assess illegal money laundering activities in Ukraine. Among other things,
when assessing MONEYVAL regarding the technical compliance of the AML system in Ukraine,
the «Statistics» indicator (FATF recommendation 33: countries should keep comprehensive
statistics on issues related to the effectiveness of the anti-money laundering system ...) defined in
such a way that only «partially meets» recommendations [9].

In order to analyze the level of money laundering in Ukraine and a set of related socio-
economic factors, an expert survey was conducted among specialists in the field of law enforcement
with a target professional direction to combat money laundering [12; 13; 14]. A survey of experts is
a fairly common method of obtaining information about the problem from specialists of the relevant
profile. Among the respondents, three groups of experts working in law enforcement agencies,
professionally engaged in the detection and investigation of money laundering and possess a large
amount of knowledge in comparison with the majority of non-specialists in the field of money
laundering: operatives (547 people), investigators (245 people) and prosecutors (213 people). A
total of 1005 respondents were interviewed and all the data are structured and systematized, which
allows for a more in-depth study and evaluation of the specific content characteristics of the
phenomenon of «<money laundering».

At the same time, a questionnaire developed in a single form for all experts was used. The
questionnaire was developed by a task force of experts (5 people), who, using the method of
«brainstorming» identified a General set of indicators that systematically and variously characterize
the phenomenon of «money laundering» in Ukraine. Measurements of respondents ' positions on
each of the indicators were carried out on a four-point ordinal scale, where the lowest score
characterizes the zero level, and the highest — the highest (Table 2). In addition, in the future, in
order to interpret the results we will use the term «significant level», when grouping data of high
and medium levels.
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Table 2
Results of the expert survey on indicators characterizing the phenomenon
of money laundering in Ukraine

Level of assessment

Ne Indicator name S g S L

T Z - N
1. The level of money laundering (ML) in Ukraine 55.7 288 | 141 | 1.0
2. Level of vulnerability of economic sectors to ML: X X X X
21 credit and financial 41.1 40.9 | 152 | 1.3
2.2 agro-industrial complex (AIC) 29.9 458|204 | 14
2.3 construction 41.4 382|158 |24
2.4 transport 31.2 42.7 | 212 | 24
2.5 PITCH 35.6 404 | 194 | 2.0
2.6 realty 35.0 39.1 207 |24
3. The level of connectedness of the ML with: X X X X
3.1 corruption (the demand of the corrupt officials to the laundering of corruption assets) 50.6 348 | 116 |13
3.2 corruption (corruption links are an important element in ensuring ML mechanisms) 48.7 348 | 134 | 1.2
3.3 organized crime (fixed assets demand for money laundering)) 43.1 365 | 173 | 1.2
3.4 «thief in law» 29.8 3871259 |29
35 capital flight abroad 45.9 33.7 169 |18
3.6 the provision of shady activities in their own business 425 36.9 | 168 | 1.9
3.7 the need to legalize part of the shadow income of legal business 42.9 376 | 16.1 | 1.9
3.8 the need to launder «dirty» assets and hide previous criminal activities 43.8 355|158 |24

First of all, describing the overall level of money laundering in Ukraine, 55.7 % of
respondents determine the high level of the phenomenon of money laundering in Ukraine (Fig. 2).
And given the fact that the expert survey involved professionals directly and professionally engaged
in professional activities in the field of AML, it is impressive that the vast majority of them (84.5 %
(55.7 % — high, 28.8 % — average) note the significant spread of this phenomenon in Ukraine.

60%

50%

40%

30%

20%

10% -
0% —

null low average high
u the level of money laundering (VC) in Ukraine

Fig. 2. Diagram of the level of money laundering in Ukraine
Source: according to the expert survey

The next group of indicators characterizes the spread of money laundering at the level of
certain sectors of the economy in Ukraine (Fig. 3), in particular, the credit and financial sector,
agro-industrial and fuel and energy complexes, construction, transport and real estate market.
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Fig. 3. Diagram of the level of vulnerability of sectors of the economy to money laundering in Ukraine
Source: according to the expert survey

The overall trend is also quite significant from 82.0 % to 73.9 %. At the same time, the most
vulnerable to the spread of money laundering is the credit and financial sector (41.1% - high, 40.9 -
medium).

A separate group of indicators focuses on the connection of the phenomenon of money
laundering with other negative socio-economic phenomena in Ukraine: the shadow economy,
corruption, organized crime and capital flight from the country (Fig. 4).

90%
80%
70%
60%
50%
40%

30%
20%
10%

0%

corruption (the  corruption organized crime «thief in law» capital flight the provision of the need to

demand of the  (corruption  (fixed assets abroad shady activities legalize part of
corrupt officials  links are an demand for in theirown  the shadow
to the important money business  income of legal
laundering of ~ element in laundering)) business
corruption ensuring Vk
assets) mechanisms)

m Average = High level

Fig. 4. The diagram of the connection of money laundering with other negative socio-economic phenomena
Source: according to the expert survey

First of all, it should be noted the extraordinary demand of corrupt officials laundering the
proceeds of corruption, what say 85,4 % of the respondents. At the same time, corruption ties are
defined as an important means of ensuring money-laundering mechanisms somewhat less (83.5 %),
but in General, significant.

Already familiar to Ukraine is the problem of flight abroad assets and 79.6 % of experts this
phenomenon is associated with money laundering.

Following in the General trend of the experts interviewed, the laundering of funds associated
with the shadow economy, as with the provision of informal economic activities (79,4 %), and the
necessity of legalization of shadow income, and involvement in legal turnover (80,5 %).

In conclusion, the experts surveyed determine the connection of money laundering with
illegal activities, in particular, the most dangerous manifestations: organized crime —79.6 %,
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characterizing the demand of organized criminal groups for money laundering, and the need to
launder «dirty» assets and concealment of preliminary criminal activities (79.3 %).

Conclusions. The analysis, as noted, is not final. The problem requires a deep enough
research using a wider array of data and information, the use of modern methods and tools of
analysis.

Corruption is one of the major ML threats in Ukraine generating substantial amounts of
proceeds. The public administration, particularly the civil service, judiciary, the prosecution and the
police, are especially vulnerable to corruption. Inextricably linked to fictitious entrepreneurship are
the so-called conversion centres, which present a key ML risk. Such centres are used by individuals
to take proceeds out of Ukraine or to convert proceeds into cash. Organised crime is also a factor
with a substantial impact on the overall ML risk situation in Ukraine. International Organised Crime
Groups (OCGs) recently have shown a growing interest in Ukraine in the spheres of ML and
trafficking in human beings (THB), weapons, hazardous materials and narcotic substances. The
growing presence of organised crime in Ukraine has also been reinforced by the high corruption
levels within the state services. In fact, corruption has helped feed the upsurge of organised crime
and its extension into politics. Linkages between political and administrative elites and criminals are
not a rare phenomenon. As a result, the Ukrainian state faces difficulties to function effectively.

The materials of the survey of experts used in the study are indicative, which in General
form a fairly balanced opinion about the insufficiently effective 15-year history of the formation of
the national system of combating money laundering and the need for fundamental changes in this
regard.
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