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Abstract

Purpose — Money laundering continues to emerge as a transnational phenomenon that has harmful
consequences for the global economy and society. Despite the theoretical and practical magnitude of money
laundering, international business (IB) research on the topic is scarce and scattered across multiple
disciplines. Accordingly, this study aims to advance an integrated understanding of money laundering from
the IB perspective.

Design/methodology/approach — The authors conduct a systematic review of relevant literature and
qualitatively analyze the content of 57 studies published on the topic during the past two decades.

Findings — The authors identify five streams (5Cs) of research on money laundering in the IB context: the
concept, characteristics, causes, consequences and controls. The analysis further indicates six theoretical
approaches used in the past research. Notably, normative standards and business and economics theories are
dominant in the extant research.

Research limitations/implications — The authors review the literature on an under-researched but
practically significant phenomenon and found potential for advancing its theoretical foundations.
Hence, the authors propose a 5Cs framework and a future agenda for research and practice by
introducing 21 future research questions and two plausible theories to help study the phenomenon more
effectively in the future.

Practical implications — In practical terms, the study extends the understanding of the money
laundering phenomenon and subsequently helps mitigating the problem of money laundering in the IB
environment, along with its harmful economic and societal impacts.

Originality/value — The authors offer an integrative view on money laundering in the IB context.
Additionally, the authors emphasize wider discussions on money laundering as a form of mega-corruption.
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1. Introduction
In October 2021, the Pandora Paper leaks disclosed millions of documents that revealed
influential individuals such as politicians using offshore business arrangements and companies to
hide their wealth. Based on these documents, indications of plausible tax avoidance and money
laundering have been discovered on a global level (BBC, 2021).

Money laundering is a transnational phenomenon that has attracted increasing amounts of
attention during the past two decades. The Financial Action Task Force (FATF) defines
money laundering as the processing of criminal proceeds to disguise their illegal origin
(FATF, 2022). Usually, funds from illicit sources are disguised by using legitimate means
such as complex business arrangements or cross-border transactions to legitimize the black
money. Apart from criminal organizations and individuals, legal firms, institutions and their
officials may directly or indirectly manipulate legislation or systems to facilitate the process
of money laundering (Ahen, 2022). Consequently, money laundering has become a severe
and complex challenge for the development of global business and society (Buchanan, 2004;
Cuervo-Cazurra et al., 2021; Dierksmeier and Seele, 2018).

From an academic perspective, international business (IB) literature has advanced its
understanding of cross-border commerce over the past 50 years, yet the international and
parallel gray economy has been largely neglected in research (Enderwick, 2019). Money
laundering is well represented in studies on international mega-corruption. International
mega-corruption diminishes the amount of available resources for education, infrastructure,
public health and so on, which ultimately affects populations across the world (Ahen, 2022).
The United Nations Office on Drugs and Crime (UNODC) has estimated that 2%-5% of
global gross domestic product (US$800bn—2tn) is laundered annually (UNODC, 2022). Due
to the larger impact on business and society, money laundering is an important form of
mega-corruption at the global level that requires immediate attention. This well
demonstrates the transnational nature of the wicked problem of money laundering, as the
vast illicit financial flows (IFFs) shift wealth from high-tax nations and emerging countries
to lower-tax jurisdictions, thereby threatening the long-term development of the global
economy (Contractor, 2016). In terms of wicked problems, there are no infinite solutions;
instead, these problems can be mitigated (Rittel and Webber, 1973). In emerging countries,
the origin of corrupted and illicit money is often obscured by conducting international
transactions and offshore arrangements. On the flip side, developed countries suffer from
loss of tax revenues as a result of international tax competition and tax avoidance conducted
by multinational companies (MNCs) and wealthy individuals (Ahen, 2022). To date, the
wicked problem of money laundering has been largely neglected by IB scholars (Buchanan,
2004; Clarke, 2021) and hence, we are focusing on the phenomenon of money laundering.

Overall, research on money laundering in an IB context is scarce and largely fragmented
across the various business (e.g. international banking, finance, investment, taxation,
corporate governance, business ethics) and nonbusiness (e.g. law, criminology, IT, social
sciences) disciplines (Canhoto, 2021; Van Duyne ef al, 2018). Consequently, there is
considerable conceptual confusion in understanding money laundering from an IB
perspective. Moreover, the scope and boundaries of money laundering are not clearly
defined in the IB research. Such challenges restrict the ability of researchers to present
policy and practical implications to better understand and combat money laundering.
Therefore, a common and integrative understanding of money laundering in the IB context
is required.

In the absence of a unified view, theoretical and practical understanding of money
laundering as an IB phenomenon is a challenging task (Canhoto, 2021; Van Duyne et al,
2018). The diverse conceptualizations of money laundering result in different



operationalizations of key concepts and variables. However, rather than focusing on the
assumption of money laundering as a grand challenge (UNESCO, 2010), we examine it as a
wicked problem. To clarify the situation and set a foundation for future research, the
objective of our study is to advance an integrated understanding of money laundering and
evince the noteworthiness of the research phenomenon for the discipline of IB. More
specifically, we focus on three key questions to meet our study’s objective:

Q1. How has the extant research addressed money laundering as an IB phenomenon?
(2. What are the key theoretical approaches used in the extant research?
Q3. What new avenues can be suggested for future research and practice?

To meet our study’s objective, we conducted a systematic literature review, which is well
suited to offer an integrated understanding (Soundararajan et al., 2018). We used a qualitative
content analysis method to analyze the data extracted from 57 studies (Booth et al., 2012). We
argue that the discipline of IB would benefit from future research on money laundering in the
aim of broadening understandings about the dark sides of IB (Cooke et al., 2020).

Our study contributes to the literature by positioning money laundering as a
transnational business phenomenon and encourages IB researchers to investigate the
proposed five key streams (5Cs) of money laundering, which we label as concept,
characteristics, causes, consequences and controls. The 5Cs enable a critical assessment of
the money laundering phenomenon and allow suggestions for how to study the topic. We
also suggest a future agenda and propose two relatively new theories to extend future
research and practice.

Our study is divided into five main sections. After the introduction, we present the
methodology in Section 2 used in this study. Section 3 shows our key findings. Section 4
proposes directions for future research and practice with the help of 21 research questions
and two novel theoretical approaches. The final section concludes the study by showing its
implications for research and practice.

2. Methodology

We conducted a systematic review of published research to meet our study’s objective
(Soundararajan et al, 2018). The extant literature reviews on the topic explore various
aspects of money laundering. Table 1 presents an overview of past money laundering
reviews, along with their aims, methods, key findings and the main differences between past
reviews and our present review.

Mostly, the data sources for past reviews were policy documents and reports related to
money laundering. Moreover, past reviews tended to focus on the role of machine learning
and artificial intelligence in mitigating money laundering (Alsuwailem and Saudagar, 2020;
Chen et al., 2018; Han et al., 2020), bibliometric characteristics of publications (Mei ef al,
2014) and the role of nonprofit organizations (Omar et al., 2014) or shell companies (Tiwari
et al., 2020) in laundering money. Alternatively, we distinguish our study by emphasizing
the money laundering aspects relevant to IB. Our systematic review follows a process that
includes the steps for data collection, data categorization and data analysis (Booth et al,
2012). Figure 1 explains the step-by-step process of our review.

2.1 Data collection
For data collection, we selected relevant databases to search the published material related
to money laundering. We used Web of Science and EBSCO databases to enable a thorough
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Figure 1.
Methodological
approach

Data collection Data categorization Data Analysis
1. Select data bases 1. Theoretical approaches Inspection and treatment of
2. Define search criteria employed data to identify key themes
3. Filters applied to find 2. Key findings or new insights and subthemes

relevant publications 3. Future research areas

»

Final sample selection

review, as these contain extensive and reliable coverage of published research (Short, 2009).
Next, we defined the scope of the research by adopting appropriate search criteria (Rojon
et al., 2021). Our search criteria are shown in Table 2.

The search line 2 in Table 2 uses keywords related to the IB context (e.g. “International”
OR “Global” OR “Across the border” OR “Cross the border”). Given the fact that publications
related to money laundering frequently appear not only in business but also in information
technology, social sciences and law outlets, we searched all the publications in business, IT,
social sciences and law outlets focusing on money laundering in IB context. In this way, we
can offer an integrative view on money laundering from the IB perspective.

To find the relevant studies in the databases, we used Boolean logic by applying various
combinations of relevant search keywords and finding those search combinations in the
title, abstract and keywords of each study (Hjerland, 2015). The combinations of words were
based on search criteria used in recent reviews on money laundering and IB (see systematic
reviews of Bahoo et al,, 2020; Mei et al., 2014). This helped us to identify the maximum
number of studies that dealt with money laundering from the IB perspective. We further
refined the search by using type, language and subject area filters. We searched all
published research on the topic from the period of 2000 to 2020 since the current century
pays special attention to the money laundering research (Cuervo-Cazurra et al., 2021). Money
laundering research frequently appears in business and nonbusiness publication outlets,
such as journals emphasizing international aspects of banking, finance, management,
economics, law, social sciences, IT and so on (Canhoto, 2021). Consequently, we included all
peer-reviewed material published in business, management, economics, social sciences, law,
computer science and IT categories of databases. We selected peer-reviewed journal articles
and book chapters in our review since they provide a credible overview of published
research (Bahoo et al., 2020). As an outcome, we found 126 publications.

Next, we excluded the duplicate entries and read the abstracts of the articles to remove
irrelevant entries (Rojon ef al., 2021). Several articles were not germane at this stage because
their focus was not directly relevant to money laundering from an IB perspective. As a
result, we ended up with 46 studies. Because search keywords might miss some important
studies, we further looked at the reference lists of 46 studies and found seven more relevant
articles (Petticrew and Roberts, 2006). Additionally, large international agencies such as the
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United Nations, the FATF and the European Union publish money laundering related
reports. As reviewing a large number of reports was not possible, we included four selective
but highly credible and recent reports on money laundering in our sample (European
Commission, 2019; FATF, 2018; Transparency International, 2017; UNODC, 2022). The
reports helped us to further improve the credibility and reliability of our review by
providing supplementary specialist information that was not available in academic sources
(Adams et al.,, 2017). As a result, we ultimately found 57 publications for content analysis.
Regarding the selected studies, we read them throughout to conduct in-depth analyses.

Of these 57 studies, eight were published in the Journal of Money Laundering Control —
the only specialist journal dedicated to this phenomenon. Despite the importance and
relevance of money laundering, this phenomenon was largely ignored by the top
mainstream business and management journals. The few exceptions were the Journal of
Business Ethics (Geo-Jala and Mangum, 2000) and Business and Society (Maggetti, 2014).
Also, Critical Perspectives on International Business has addressed related important topics
(Ahen, 2022). Given the problematic nature and scale of the phenomenon, it is surprising
that the topic was under-acknowledged in top business journals.

2.2 Data categorization

We read the selected 57 studies to conduct in-depth analyses. We paid special attention to
three aspects: key findings or insights; theoretical approaches; and future directions
proposed by each study. We then transferred our findings into a tabular form (see
Appendix) for a systematic inspection and treatment of the data (Cloutier and Ravasi, 2021).
Hence, data categorization based on the three aspects guided us in our content analysis.

2.3 Data analysis

In our study, we synthesized the findings by combining forms of integration and
interpretation (Rousseau et al., 2008). Accordingly, we predetermined our review questions
and criteria for selecting the studies. Eventually, we assembled findings from individual
studies into a patchwork. That is, we combined elements from a meta-ethnographic
approach by identifying subcategories arising from the predetermined 5Cs; elements from a
realist approach by emphasizing objectivism while accepting that reality is not independent
from the researchers’ perceptions; and elements from a meta-narrative approach by focusing
on central themes, methods and theories (Jones and Gatrell, 2014). As noted by Denyer et al.
(2008), combining elements from different approaches may help to grasp multidisciplinary
and fragmented literature — in our case, literature on money laundering. To avoid bias and
establish a coherent framework for analyzing each study, we used a data-extraction table
(Tranfield et al., 2003).

Aligned with the qualitative content analysis method, we performed the analysis based
on an iterative process (Ryan and Bernard, 2000). The key streams (5Cs) emerged from the
qualitative analysis of the data. We reviewed the data table several times and analyzed the
new key insights, theoretical approaches and future research areas presented in the existing
literature (Gaur and Kumar, 2018). By looking at the similarities and differences, we found
the key themes and subthemes in the data. In sum, the systematic inspection and treatment
of the data helped us to identify five streams of research in money laundering, future
research directions related to each stream and the theories used in the extant research
(Bahoo et al., 2020; Rojon et al., 2021).



3. Findings

3.1 The 5Cs of money laundering

Our review reveals five streams of research on money laundering in the IB context. We call
them the 5Cs of money laundering, namely, the concept, characteristics, causes,
consequences and controls of money laundering (see Figure 2).

3.1.1 Concept of money laundering. By synthesizing the reviewed studies, we found that
the concept of money laundering has been explored in the extant research mostly by
introducing the phases of money laundering processes and the role of various actors in
executing them. Money laundering can be defined as an illicit process involving various
actors and as an extension to crime in most countries (Wechsler, 2001). The ultimate aim of
money launderers is to integrate illicit funds into the global economy (Maggetti, 2014). The
illegality of money laundering as a process delimits the concept in many of the reviewed
studies, yet its role as an unethical arrangement used in processing funds from criminal
activities such as despotism or corruption through legal business arrangements (Maggetti,
2014) is also ignored in many of the studies. Table 3 illustrates the key definitions used in
the reviewed studies.

On one level, part of the international movements of money consists of illicit and
detrimental transnational financial flows. These IFFs, varying between transnational
money laundering arrangements and tax evasion, are considered illicit by nature due to their
origin, the way of transferring or the destination of funds (Collin, 2020). On another level,
transnational organized crime (TOC) serves as an initiator to money laundering. Profits
generated from criminal activities such as drug trafficking or smuggling luxury items
(Charles, 2001) need to be laundered into seemingly legal and usable funds. Based on this,
TOC represents the demand side of the problem of money laundering. On the flip side,
powerful actors and professional money launderers (e.g. third-party professionals) supply
the means for money laundering and IFFs via offshore and company arrangements.

There are some differences between the definitions used in relation to the illicit versus the
unethical nature of the money laundering phenomenon. Multiple studies highlight the
processual nature of money laundering (Drezner, 2005; Sadeghi et al., 2018; Windsor, 2013).
Some definitions, such as that of the United Nations (“placement, layering, integration”),

&5
AL R\Y
NS
R
Q& (F
2\ 9
& 4
L.
0 = ] "
e A% Laundering &
238 % £5 £
5% %3 In s ‘
23%%2% % i 585 &
%:_.‘6' %% ® International £ o g &’8 |
3% 2% 0% ; 5SS 25/
RN Business e iy 58
P 529 % G o i
> S Z % [ \ SS9 L) S&
S x® D N §°93£585s/
2 8% % Cons 955585
COEECY equences = o+ P S g
& * Political N
* Economic y
* Social \ y
* Security based \
* Anti-money -

laundering based

Transnational
business
phenomenon

Figure 2.

5Cs of money
laundering in the IB
context




(0207) ury pue ysuig 1 Kouowr (2311 Jo 9sn “AJANOR [FME[UN UY NN (VO0d) 2002 1V 2WLID JO SPasooi]
soseyoand
911)S9 [BAI YN0 "33 ‘AWOU0I 9)RWIZI] (OVILSNV) 21ua) SIsA[euy
(0Z02) £o1 1 AU} 0JUT SPUNJ JIOI[[T FurjeISUI pue SUIBIdU0)) pue s110day] UOTOBSURI [, UBI[RISNY
(0002) WNSUBJ\] pu. B[R[-095) 1 saonoed areiodiod 3dniio) VS 0V seonoeI] 1dnLio)) useio,]
spunj [e39[[1 Jo dIySIDUMO 10 [01JU0D
(0T02) 77 72 UURWZINUL) 1 ‘DInjeu ‘UISLIo 8y} SUI[BIdUOD SA[BUD JBY) SS9001] 1V j010ed VSN
(€202) DAONN ‘(810¢) 13[eAR( pue ueysnes 4 108 [eUILD UOLIUDAUOY) BUUDLA
Furpune] ASUOJA SUnjequIo)) U0 METT
(L102) zossop(q 1 QWL JO SPa39d0.d JO SuLpune | [BI9Pa,] Y] PUB 3PO)) [BUIWILIY) UBISSIY
(Z102) YemoN Jurjoygen 3nip Se yons SanIALIL Jo sodA)
pue esutz 8107) LV (6002) 490D (1008) S21eq) i SDOLIBA WO} SUjeursHIo syyod (e[t SuIssa01] ALV
(2002) apIRA (L107) TRUOnRWIU] AdUdredsuel], Sty rended
8007) ueuLIRYS (8T07) 72 12 TYS9PES (9107) WaayRN [BS9][1 0} SULPPUNE] ASUOW PUR UOISBAD XB) WOIJ
(ST02) waayeN ‘(10g) uorssiuwo)) ueadoms] ‘(0z0z) UI[o) 8 Surgue JySIs WOIJ USPPIY I8 SIIALIR [BIOURUL] (Sy1.11) uorun) ueadoansy
SUILID B 9WERIN(
(8002) @3PHPIIY 1 Sunjogyen 3nIp jo spaacold SulLpjsuey 1o SUIpt (410) 0661 PV dnsn[ [euruLL)
(€108) Tospurpy
“(100g) BISUMM (2002) 2PTep (102) 28918 A (0007)
IS (L107) d1RYRZ PUB NBIYIS (8107) 7712 1S9PES ‘(0207)
wiyey ‘Z10¢) 12 42 2094 (L10g) BTeSNIN ‘(710¢) MoSSeN
(8102) 7 #2 P10 (L102) 19T PUe P07 (0202) £ (2002)
JomI93] pue 9sS[AH (6002) 2SSINH (8102) 77 42 MdWR]
‘(910g) souof pue 1mawey ‘(0Z0g) HPWEH (6007) Asoqei
8107) 15[eAR[ pue uBySNE:) (G10Z) YN PUL YOLIPILL] uorjeISajul pue SuLAe| ‘yuswede[d
(5007) PuzoX(T (8102) SHRWR( (1202) 9317e1D (L102) PIWYY 96 :saseyd 99173 soyeIodIoout Yorym ss9001d 7 Uonuygep SUOHEN PajIu[]
Spuny [39[[I JO 90.N0S 3} INOCL UOLBULIOJUL (1002) 0T "ON uononnsug
9102 ‘UewyRy pue wWiej) nqy 1 asyey Surpraoad 1o Surumo ‘Sursn ‘SursmSsIp ‘SuIpry yueg [BIIUD)) S,UBPIO[ JO UOLIUYA(]
sarpgs Arepduwoxsy Juno) SuLepuNe[ £5U0W JO UOHIUA] UONIUIAP JO 3OS
5 &
&g B
2%t
5 g =
Lz
= i
o 2ETE
¥ SE 5o
&) A SS




incline toward viewing money laundering as a demand problem and emphasize TOC as the
initiator of the process. From this viewpoint, money laundering can be seen as a global value
chain for illicit funds. Other definitions, such as the Australian Transaction Reports and
Analysis Centre’s definition of IFFs, are vaguer in defining which stage of the money
laundering process illegal or unethical activity takes place. As mentioned by Collin (2020),
IFFs may vary between money laundering for the purpose of laundering criminally acquired
profits or money laundering for evading taxes from legitimate business activities.

Existing literature highlights the importance of transnational organizations and their
leading role in defining money laundering (see Table 3). To demonstrate, most global
economies follow the definitions, guidelines and regulative structures of institutions such as
the FATF, the UNODC and the European Union which define money laundering as a
process that helps criminals to disguise illegal profits without compromising the criminals’
benefits from the proceeds. The literature also indicates country-level definitions of money
laundering. For instance, the UK and the USA definitions were used.

3.1.2 Characteristics of money laundering. The key characteristics of money laundering
include the aspects of illegality and concealment. On the one hand, revenues as the object of
laundering are generated via illegal activities. On the other hand, legal funds may be used
for illicit purposes. Consequently, the aim of money laundering is to conceal the actual origin
or owner of funds. The European Commission (2019) has identified sectors and products
that are potentially vulnerable to money laundering risk. These include cash, the financial
sector, the gambling sector, the nonfinancial sector and products, transfers of funds through
nonprofit organizations and some new products and sectors. In the following section, we
have analyzed how money laundering is characterized in these contexts.

In regard to the financial sector, modern technology and rapid communications have
increased the level of money laundering and simultaneously put pressure on banks to detect
it (Canhoto, 2021). In addition to traditional wire transfers, financial institutions offer cash-
related products and have adopted new technologies (including Fintech), thereby increasing
the level of anonymity and exposure to the risk of money laundering (European
Commission, 2019). Thus, weak banking systems may lead to unsuccessful attempts to
mitigate money laundering (Defossez, 2017).

Professionals in nonfinancial industries such as IT, law, manufacturing, gaming,
distribution and accounting might deliberately or unintentionally help criminals to facilitate
money laundering. For instance, registration to online gambling platforms offers increased
anonymity for criminals who wish to transfer large amounts of money (Wechsler, 2001).
Also, the European Commission (2019) considers collecting and transferring funds through
nonprofit organizations as risky in terms of money laundering. This is due to the possibility
of criminals and terrorist organizations penetrating into the operations of nonprofit
organizations. This would allow criminals to hide their beneficial ownership and make it
difficult for authorities to trace the origin of the funds. In their (2020) study, Singh and Lin
examined how charitable organizations and fundraising may be used in money laundering.
Namely, charities may enable criminals to conduct fake payments, lend funds to finance
specific projects, make anonymous donations or avoid taxes.

Following the trends in money laundering, the European Commission (2019) has also
identified new products and sectors that are vulnerable to the risk of money laundering. These
include investor residence and citizenship schemes, professional football and free ports. In a
(2002) study, Wechsler pointed out that some countries are offering economic citizenship to
wealthy foreign individuals based on their notable investments. However, granting residence
permits or citizenship based on investments increases the risks surrounding money
laundering, corruption, tax evasion and national security (European Commission, 2019).
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Another concerning money laundering trend relates to professional foothall. For instance,
May (2019) described how a businessman from Hong Kong took over an English football club
and was finally arrested for laundering money. Also, in regard to the use of free ports in
money laundering, there is a risk of counterfeiting due to the possibility of reexporting goods
without the interference of customs officials (European Commission, 2019). This makes it
problematic to detect the origin of products and enables future laundering of revenues
generated through counterfeiting. In relation to using ports in general, Burns (2019) studied
how criminals aim to enter through busy ports to conduct illegitimate business transactions
and trade. The risks these sectors and products pose make them vulnerable to money
laundering.

In relation to geographic characteristics of the phenomenon, money laundering was
mainly considered as an issue of the developed world until the 21st century. As a result of
globally heterogenous standards for mitigating money laundering, criminals would shift
their profits to jurisdictions with lacking anti-money laundering (AML) regulation.
Nowadays, regions such as South, East and West Africa have their own regional bodies that
supervise the implementation of AML policies within these districts (Sharman, 2008).

Money laundering in the advanced global economy necessitates carefully planned
processes and networks. These enable connected transactions to be conducted within
informal transnational systems that make it difficult to distinguish between illicit and
legitimate activities. Often, these networks consist of wealthy individuals, MNCs, offshore
financial centers, brokers, advisors, third-party professionals and financial institutions
(Cooley and Sharman, 2015). In terms of payment transactions and money laundering
techniques, it is also worth noting that wire transfers are often preferred in organization for
economic co-operation and development (OECD) jurisdictions. In contrast, emerging
countries tend to rely on cash as a payment method (Sharman, 2008).

3.1.3 Causes of money laundering. Our analysis displays three main levels in the causes
of money laundering presented in the existing literature (see Table 4). These causes can be
divided into micro- (individual level), meso- (country level) and macro- level (global) causes.

On an individual level, perceptions about ethics and what is right and wrong (Gaughan
and Javalgi, 2018) influence the likelihood of a person conducting or being involved in
money laundering. Related to this, the deliberate assistance of third-party professionals
within the fields of law, accounting and finance facilitate international transactions, the aim
of which is to hide the criminal origin of funds (Lord et al, 2018). In addition to such intended
assistance, employees of MNCs may unintentionally help their customers to conduct
international monetary arrangements with money laundering aims.

Country-level causes often stem from a lack of resources or political will to mitigate
money laundering (Ahmed, 2017). Furthermore, the political climate within a country affects
the tolerance and occurrence of crime. Weak AML structures, regulation and supervision,
invite criminals to move capital into these countries (Clarke, 2021; Hameiri and Jones, 2016;
Perez et al., 2012). One major country-level enabler of money laundering stems from variance
in the efficiency of AML mechanisms between different countries. Additionally, low levels of
engagement in cooperation between countries to resolve the wicked problem of money
laundering enable launderers to benefit from regulatory arbitrage. Varying state regulations
might provide institutional voids for criminals to take advantage of while laundering money
(Hameiri et al., 2018). Researchers have also recognized state-level corruption as one of the
main country-level causes (Ahmed, 2017; Bojnec and Fert6, 2018; Halliday, 2018; Marat,
2015), as this generates a need for laundering corrupted funds. Furthermore, national
interests (Gaughan and Javalgi, 2018) related to receiving laundered funds into the country’s
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economy (Alldridge, 2008), as well as sociocultural elements (Lord and Levi, 2017), shape
domestic legal standards and affect the tolerance of corruption.

Societal phenomena such as TOC affect the occurrence of money laundering (Charles,
2001). Money laundering processes are generated by other crimes such as drug offenses,
fraud, smuggling, counterfeiting, human trafficking and tax evasion (Abu Olaim and
Rahman, 2016; Warde, 2007), the proceeds of which become the object of laundering. In some
cases, informal fund transfer networks have been used in money laundering. Namely, as a
consequence of increased regulation of formal financial flows, transfers of illegally obtained
funds have been partly pushed underground by using informal transaction networks,
especially in developing countries (Warde, 2007).

Global developments related to networks, monetary transactions and international
mobility of capital have an impact on the frequency of money laundering. Many of the
analyzed articles identify globalization as one of the main moderators for money laundering
(Alldridge, 2008; Defossez, 2017; Estellita and Bastos, 2015). Moreover, globalization
accelerates the evolution of new techniques used in money laundering by providing
possibilities for rapid and international capital movements. By using cryptocurrencies, for
instance, criminals are guaranteed enhanced anonymity and speed, raising the odds of not
being caught (Kaygin ef al, 2019). As a result, legitimate forms of monetary transactions
may be used for unethical purposes related to hiding the origin of financial benefits received
by committing crimes. International mobility of capital (Grabosky, 2009), offshore financial
centers (Mugarura, 2017; Sadeghi et al, 2018), lack of transparency (Hiilsse, 2009) and
insufficient information exchange make it more difficult for authorities to trace the proceeds
of crime, detect suspicious transactions and determine the parties involved in laundering.
Consequently, mitigating the problem becomes highly challenging.

When considering the causes of money laundering, the power aspect cannot be ignored.
Wealthy individuals, non-governmental organizations, MNCs, government bureaucrats and
other powerful actors may act as facilitators of money laundering. Aggressive wealth
optimization — even when the origin of funds is legal — may sometimes end up in a
conflicting gray area and finally veer toward tax evasion. Establishment and misuse of
legitimate companies or other corporate vehicles and directing funds to offshore financial
jurisdictions are quite common when the aim is to maintain clandestine assets (Lord ef al.,
2018). In addition, criminals aim to conceal profits generated through illegal activities by
using these arrangements. These operations are often enabled by third-party professionals
such as financial and nonfinancial advisors or consultancies who have a significant role in
assisting powerful actors in transferring funds to the West (Sharman, 2008). For instance,
private banking services that provide options for offshore investments, international
transactions and discrete dealings with customers are prone to money laundering risk
(Maggetti, 2014).

3.1.4 Consequences of money laundering. In relation to the consequences of money
laundering, our review identifies five main categories, which are summarized in Figure 3.

These include political, economic, social, security-based and AML-based consequences.
From an economic perspective, money laundering may cause capital flight (Sica, 2000). This
results from investors’ cautiousness as they weigh the risks while considering where to
invest (Mugarura, 2017). As the lack of money laundering controls causes economic
instability (Ahmed, 2017) and poses risks to bank soundness, this also has negative effects
on lawful financial transactions, exchange rates and international capital flows (Alldridge,
2008). Indeed, money laundering creates an unjust commercial advantage for criminals and
weakens the position of legal businesses (Clarke, 2021). Therefore, money laundering acts as



Cormupt govemment Affects the level of investments, Deteriorates the level of wellbeing
regime FDI and exchange rates of citizens
Creates tensions in Gives an unjust commercial Decreases trust and
diplomatic relations advantage accountability
Deteriorates the Causes capital flight and Reputational hindrance
level of democracy economic instability Ex-post
Money laundering development of
. . . controls
Effects on the environment Policies and legislation
Poses a national and global Financial Intelligence
threat Units
Increases the level of crime Financial Action Task Force

(FATF)

Security based AML

an impediment to the growth and prosperous development of local economies (Cooley and
Sharman, 2015).

In regard to the social dimension, the consequences of money laundering reflect on the
well-being of citizens (Burns, 2019), the public’s trust in the financial system (Sadeghi et al.,
2018) and the reputation of a jurisdiction. For instance, countries with a reputation for
inadequate regulatory standards do not appear lucrative in the eyes of most prospective
investors (Hameiri, 2020). In the bigger picture, it can only take a single country to destroy
the accountability of the international financial system by providing a safe haven for
criminals due to a lack of supervision (Gnutzmann et al., 2010). Furthermore, international
strategic interests may be compromised as a result of money laundering (Wechsler, 2001).

In terms of security-based consequences, money laundering poses a threat to national
and global security and increases the level of crime (Demetis, 2018). National borders often
become entry points where legitimate trade becomes mixed with illegal trade. As money
laundering is used as a tool to enable criminals’ further usage of illicit funds, it may
guarantee continuity of operations for terrorists, drug cartels and illegal loggers to name a
few groups (Burns, 2019; Ozinga and Mowat, 2012).

In regard to political consequences, tolerance for illegally obtained money to be
laundered into a country’s economy weakens the level of democracy and rewards corrupt
and criminal actors (Alldridge, 2008). Additionally, money laundering can erode diplomatic
relations (Wechsler, 2001). Consequently, money laundering causes political tensions among
jurisdictions in terms of regulating the phenomenon (Cobb, 2009). Perceptions about money
laundering vary in different countries. Therefore, politicians and governments, especially in
emerging markets, may not be as enthusiastic about supporting AML or participating in
international initiatives to mitigate the problem as in some more developed countries.

The rapidly growing phenomenon of money laundering has provoked AML as an array
of combined efforts to mitigate the problem. Country-specific laws and intergovernmental
codes of conduct have been established as a consequence of money laundering. These are
touched upon in multiple studies in the scope of our systematic review. As an example, the
FATTF is focused on enforcing international standards to mitigate actions against money
laundering (Alldridge, 2008). Also, industry- and firm-specific investigation units and
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Figure 4.
Controls of money
laundering

policies for detecting and investigating money laundering have been established (Maggetti,
2014; Naheem, 2015).

Based on our findings, the social problem of money laundering affects a country’s
society, local economies, government and citizens, and creates an overall sense of insecurity.
One of the most fundamental consequences of money laundering is the establishment of
international AML regimes that set a foundation for mitigating the problem worldwide.
Next, we will inspect more closely the controls of money laundering.

3.1.5 Controls of money laundering. Our analysis discloses six control dimensions that
help mitigate money laundering ex ante and can become important for further development
of controls in ex post situations. These include education and training, international
cooperation, power, politics, supervision and reporting, along with the use of technology (see
Figure 4).

In international organizations, educating employees about the “red flags” of money
laundering is important for raising awareness (Ahmed, 2017). Referring to the causes of
money laundering (see Table 4), this can help individual employees on microlevel to detect
and, consequently, intervene to stop suspicious business activities from continuing.
Additionally, cooperation across national borders in terms of advancing learning between
countries supports the spread of awareness. Especially in the case of developing countries,
adopting regulation and prevention practices that have proven to be effective in other
countries could be more cost-effective than coercion-based policy transfers that have taken
place in many of these countries (Sharman, 2008). Additionally, the vulnerability of MNCs to
criminal exploitation has been widely acknowledged. Criminals use both financial and
nonfinancial companies to launder money due to the companies’ cross-border operations
(Lord et al, 2018). Therefore, while conducting risk analyses of international markets,
organizations and institutions should increase their allocation of resources toward the
supervision of risky transactions (Naheem, 2015, 2016). This could result in continuous
improvement of controls and amendments in possible compliance gaps (Friedrich and
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Mitigating country level causes of money laundering, such as lack of resources or weak AML
structures, calls for international cooperation and the harmonization of processes between
various stakeholders (Burns, 2019; Transparency International, 2017) on mesolevel.
International treaties, agreements and conventions set a good foundation for systematically
mitigating the problem of money laundering (Estellita and Bastos, 2015). For instance, AML
recommendations presented by the FATF advance legal and operational mitigative
measures. Additionally, the United Nations Convention against Corruption provisions
highlight the importance of international cooperation and information exchange in terms of
mutual legal assistance and the extradition of criminal proceeds (Clarke, 2021; Collin, 2020).
Intergovernmental bodies such as these support global AML and play a key role in
recommending actions for national legislators to undertake. Intensifying international
cooperation in terms of enforcement may lead to the future establishment of a global AML
regime (Clarke, 2021; Gaughan and Javalgi, 2018).

All in all, efficient international information exchange between authorities and
organizations helps in detecting money laundering and in adopting a more proactive
approach toward its control. Here, the role of financial intelligence units as government
agencies becomes important in cooperating with actors from the private sector and with law
enforcement agencies. In addition, the cooperation and information exchange between
financial intelligence units of different countries supports international AML (Bellomarini
et al., 2020).

A transparent (Bojnec and Fertd, 2018) and democratic (Charles, 2001) environment
provides fewer opportunities for money laundering. As mentioned by Windsor (2013),
democracy and the competitiveness of markets could be enhanced by adopting a strong
sense of business ethics within organizations, their stakeholders and governmental
institutions. As a result, tolerance toward and the level of money laundering in a country
may decrease. Powerful actors such as the European Union, the United Nations, the FATF
and Transparency International emphasize the significance of adopting a risk-based
approach in mitigating money laundering and distinguishing between legitimate and illicit
transactions. The political role of influential states and intergovernmental institutions is
also important in terms of controlling money laundering. For instance, if a member country
does not comply with the AML standards set by the FATF, its jurisdiction could be
“blacklisted” (Sharman, 2008). Blacklisting negatively affects the reputation of a country
and, consequently, economic cooperation with other countries may become more difficult.
From a regulative aspect, central actors for preventing money laundering include national
regulators, government officials and transnational organizations focusing on AML. In the
existing literature, country-level controls and domestic compliance are frequently mentioned
as key means of mitigating money laundering (Transparency International, 2017). As
money laundering is an international issue, national regulators ought to systematically
implement efficient mechanisms to constrain laundering (Abu Olaim and Rahman, 2016;
Defossez, 2017; Halliday, 2018) and to aid tackle global causes and consider accelerating
factors of money laundering (see Table 4) on macrolevel.

Being transparent and discovering the beneficial owners at the background of corporate
vehicles have been highlighted as important controls in the existing money laundering
literature. In relation to the financial sector, improving the sufficiency of regulation within
offshore financial centers has aroused debate among scholars as many see offshore financial
centers being separated from crucial regulating entities (Cobb, 2009). To detect the actors
behind money laundering operations and trace illicit transactions, such initiatives become
strategically important (Lord and Levi, 2017). As weak domestic money laundering controls
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may lure criminals, they simultaneously harm the efficiency, trustworthiness and stability
of the international financial system.

Financial institutions play a key role in blocking criminal transactions; hence,
supervising and reporting suspicious activities are necessary to increase transparency and
detect criminal operations. Many countries have established financial intelligence units that
investigate and analyze information on suspected money laundering and cooperate with
competent local and foreign authorities to solve these cases (Defossez, 2017). Money
launderers continuously devise new techniques and channels to conduct international
transactions (Demetis, 2018) and as a result, new software that helps authorities to raise red
flags and detect possible money laundering cases (Naheem, 2016) has been and should
continue to be developed.

3.2 Employed theoretical approaches

Our analysis highlights that the money laundering phenomenon has been addressed in
research from six main theoretical perspectives (see Table 5). The six categories for
theoretical perspectives include normative standards, business and economics, law and
governance, regional development, information technology and others. Some studies referred
to multiple theories or concepts.

Our results show that the money laundering literature is rich in borrowing theories from
several disciplines, including business, economics, law, regional development and many
others. Our results also indicate that out of the 57 studies, 22 used normative frameworks to
explore the money laundering phenomenon. For instance, dominant in explaining the
concept of money laundering, along with its characteristics and controls, were normative
frameworks proposed by the FATF; domestic AML legislations; international treaties and
conventions (see Table 5).

Business and economics theories and related concepts were also popular in the extant
research. Altogether, 16 studies used business and economics theories, as shown in Table 5.
For example, Windsor (2013) studied the corporate social responsibilities of MNCs in terms
of controlling money laundering. Gnutzmann et al. (2010) adopted the beggar-thy-neighbor
theory to point out vulnerabilities some countries generate in terms of money laundering
prevention by providing a safe haven for criminals. Alternatively, Naheem (2015, 2016) used
agency theory to investigate how AML could be carried out more effectively within
international organizations. Notably, some of the theories have their origins in other
disciplines, but they have established dominance in business and economics. For instance,
institutional theory and agency theory have their roots in sociology but are dominant in
organization studies.

Law and governance-related theories and concepts were used in five studies (see Table 5).
As an example, Sharman (2008) used policy diffusion to explain the introduction and
implementation of globally homogenous AML laws and policies under different circumstances.
Likewise, Grabosky (2009) used routine activity theory to explain why transnational crimes
take place, whereas Halliday (2018) applied plausible folk theories in assessing the validity and
effectiveness of AML regulations.

Six of the 57 studies were related to regional development theories and associated
concepts. Understanding and controlling money laundering is important from the
perspective of sustainable development; consequently, state transformation theory was used
in three studies to explain the governance and control of money laundering (see Table 5).
The extant research shows that state transformation is shaped by local sociopolitical forces
(Hameiri and Jones, 2016). As another example, Hameiri ef al. (2018) were of the view that
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international controls of money laundering should be implemented through transforming
domestic institutions.

Six studies used IT-related theories or concepts (see Table 5). For instance, Singh and Lin
(2020) focused on IT concepts in explaining how artificial intelligence could be used to detect
and prevent money laundering in charitable organizations. Finally, two studies adopted
other theories or related concepts that were not linked to the rest of the five categories.
Among these, Hilsse (2009) studied the impact of metaphors on the reputation and
attractiveness of jurisdictions as financial centers or destinations where money could be
laundered.

4. Future agenda and theoretical approaches

Our review highlights that several aspects of money laundering as a transnational business
phenomenon are still underexplored. By synthesizing the future research areas proposed in
the extant research (Bahoo et al, 2020), we propose an agenda for future research and
practice (see Table 6). The proposed research questions help to understand the five
identified streams of money laundering research in the IB context.

We further advocate for greater use of two theoretical approaches relatively seldom used
in money laundering research, namely, an institutional view and a network view. Both
theoretical views are important to explore the concept, characteristics, causes, consequences
and controls of money laundering. They serve as powerful analytical tools to uncover formal
and informal assumptions, complexities and contingencies around money laundering and to
explore the suggested future research questions.

4.1 Institutional approach

The institutional approach as a theoretical lens enables an understanding of the money
laundering phenomenon based on informal as well as formal institutions. This view
emphasizes the broader and more resilient aspects of social structures (Di Maggio and
Powell, 1983). Institutions denote collectivism that shapes and reshapes the values and
norms of society through three pillars, namely, regulative, normative and cognitive pillars
(Scott, 2001). Hence, an institutional approach could be used to explore the nature of
pressure arising from institutionalized money laundering practices and organizational
responses toward such pressure (Oliver, 1991). For instance, the institutional pillar
framework (Scott, 2001) helps to explore how regulative, normative and cognitive aspects
affect microlevel money laundering practices of a society or country. This could enable
investigation into how IFFs are defined (Collin, 2020; Sharman, 2008) and how sociopolitical
aspects facilitate money laundering (Charles, 2001), which may be perceived as “business as
usual” rather than as an illegal activity in a specific country context.

Our review reveals that two conceptual studies (Naheem, 2015, 2016) have introduced
agency theory — a strand within the institutional approach — to control money laundering.
However, no empirical evidence has been provided in the extant research. This approach
could also be powerful in explaining the causes and consequences, along with the controls,
of money laundering. For instance, investigating the roles of different actors — including
individuals, organizations, regulators and enforcement authorities — in creating,
maintaining or disrupting institutions (Cooley and Sharman, 2015; Lawrence and Suddaby,
2006) could help in understanding why or how money laundering is socially performed or
controlled. Furthermore, investigating the money laundering facilitation practices of
offshore financial institutions (such as generating unfair taxation and providing
opportunities for money laundering) from the institutional perspective could offer valuable
theoretical and practical insights (Cobb, 2009).
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4.2 Network approach

The network approach assumes markets as a web of interdependent relationships where
actors, their activities and resources are the key elements (Ford and Hakansson, 2006;
Hakansson, 1992). This approach is powerful in explaining the diffusion or spread of money
laundering practices via interactive relationships. Our review shows that only one study
(Varese, 2012) used a network approach in explaining how criminals operate across
territories for mutually beneficial money laundering interests.

We argue that the network approach could also be used in defining the concept and
structures of money laundering networks and the positions of the actors involved, along
with their resources (Hakansson et al, 2009). Based on the identification of the
aforementioned relationships and networks, it could be possible to examine group outcomes
and controls. For instance, under what kind of circumstances do businesses engage in
money laundering and what are the roles of powerful actors in spreading and controlling
money laundering processes (Cooley and Sharman, 2015). Furthermore, it could be useful to
investigate how and why money laundering spreads or evolves in the global context (Lord
et al., 2018; Varese, 2012).

5. Conclusions

Our study achieved its objective by offering an integrative view on money laundering as a
transnational business phenomenon and by proposing a future agenda and two relatively
new theoretical approaches to advance the field. Along with the legal aspects, money
laundering poses a moral dilemma relevant for wider discussions of international mega-
corruption (Ahen, 2022) and unethical business practices (Apel and Paternoster, 2009) in IB.
Besides criminal activity, money launderers infiltrate into otherwise legitimate business
transactions in the aim to continue criminal and unethical practices at the background of
these business activities (Christensen, 2011). Our review offers four important implications
for research and practice.

First, we integrate the extant knowledge on money laundering that is scattered across
multiple disciplines (Canhoto, 2021; Van Duyne et al., 2018) and position this phenomenon
into the IB literature. By definition, money laundering is a transnational phenomenon and a
form of mega-corruption in IB. However, mega-corruption in IB literature mainly focuses on
offenses such as corruption and neglects money laundering as a form of international mega-
corruption (Ahen, 2022; Bahoo et al, 2020). Alternatively, our study positions money
laundering as a practically significant IB phenomenon that requires immediate attention
from academics and practitioners.

Second, our review introduces five key streams of money laundering literature in the IB
context. The 5Cs integrate money laundering literature and draw connections among
common and distinct elements of the phenomenon. This 5C categorization ameliorates the
largely fragmented conceptions on money laundering and will facilitate future comparison
and integration that may help advance future IB research and practice. As shown by our
review, money laundering has various definitions, along with complex micro-, meso- and
macro-level contexts and dimensions for the development of this field. Regarding this,
integration of past research is important (Palmatier et al,, 2018). This is particularly true in
the case of money laundering literature, which is scattered and fragmented across various
disciplines (Canhoto, 2021; Van Duyne et al, 2018). The 5C dimensions proposed in our
study will facilitate the development and generalization of money laundering research by
speaking the same language and by clearly outlining the key aspects of the wicked money
laundering problem.



Third, money laundering has harmful effects on global business and society. Therefore,
we offer a future agenda for the advancement of this area that will help to understand and
subsequently mitigate money laundering in the global business environment (see Table 6).
Our agenda may help IB scholars to study the wicked problem of money laundering in the
future. Wicked problems have numerous causes, which no unambiguous solution can solve.
However, these problems can be tamed by careful planning, deep understanding and
effective remedies (Camillus, 2008). In relation to this, our future agenda points out some
important questions that need to be addressed. The areas of future research suggested
provide a platform for building propositional inventories and hypotheses to advance
scholarship on money laundering in IB. We also suggest two plausible and useful theories
(namely, institutional and network approaches) for future studies on money laundering in
the IB context.

Finally, from a practical perspective, our study is equally important for local as well as
global organizations, regulators, law enforcement authorities and society. The 5Cs view on
money laundering helps draw the phenomenon together with different angles to explain the
collection of practices used in transforming illicit funds into legal ones. This could help
practitioners to design and apply more effective means to mitigate the causes and
consequences of money laundering and subsequently assist them in effective remediation of
money laundering in IB environments. Nevertheless, with the help of the 5Cs framework, we
illustrate that solving some aspects of money laundering creates issues elsewhere.
Consequently, this wicked problem needs to be addressed in a holistic manner.
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