Financial haven never turns into hell

Washing dirty money in the Philippines is less easy than before, but still possible. The Congress passed a watered-down anti-money laundering bill.
Kidnapping for ransom, graft and corruption, drug trafficking, smuggling: illegal ways of personal enrichment sounding dramatically familiar to the Filipinos as they appear every day on their TV screens making those as simple utterance of the mouth. 

A short time ago, dirty money could be safely and openly turned to clean and business finances in the Philippines. You might ask why this kind of phenomena happens especially in this South-Eastern Asian country? It is mainly because washing money derived from criminal activities and making profit of it was not seen as unlawful. No legislation to counter it. For so long those engaged in such shady and flourishing deals operated in full impunity, without fearing any prosecution. 

Since the end of September, a bill passed by both houses of the Congress of the Philippines has labeled money laundering as a punishable crime making money launderers face 14 years of imprisonment as penalty if convicted. Yet in spite of this very positive step, many last minute provisions were amended in the initial draft and risks of eroding the vigor of the measure’s implementation are highly expected. 

Court order required

Although the bill allows inquiries into deposits above 1 million pesos, it requires a court order prior to an open access to suspicious bank accounts. “By the time the judge will issue the order, the money is gone” claimed the most fervent advocates for relaxing secrecy laws and confronted strong opposition from the staunch supporters of the bank secrecy defending secured confidentiality. So far, without his permission, the depositor cannot be identified, traced and directly connected to the illegal trafficking. After putting his dirty money into a bank like coming from a legal source, any criminal can easily mix it with clean money and make them undistinguishable.

Moreover, all deposits and investments transacted before the bill was passed are exempted from inspection. Given the limited number of congressmen who took part in the intense but closed-door debates, the democratic legitimacy of the decision-making process may also be questioned.

The Philippine representatives don’t seem to draw lessons from the two recent cases widely covered by media. The impeachment trial of former President Joseph Estrada and the charges against Senator Panfilo Lacson, which pinpointed the urgent need for lifting back the bank secrecy law. 

Another restrictive and quite frustrating provision was added at the last moment of the bill’s enactment. Within the fourteen crimes identified and listed as possible sources of dirty money… tax evasion has not been included. Therefore should it be interpreted as an ordinary omission or an intention to undermine the effectiveness of the bill? 

Lawmakers in a conflict of interest

Caught in a typical conflict of interest, many government officials were reluctant to endorse an honest and thorough piece of legislation. Who knows if the bill they have drafted will not target them later? Are they scared to expose their personal wealth and belongings for investigation?

By attempting to preserve the bank secrecy, the lawmakers failed to transcend their personal concern in favor of the Filipino nation. From the jeepney driver to the businessman and the nurse, money laundering may affect every citizen since crackdowns caused by sudden and huge financial transfers may lead to an increase of the daily living costs and an erosion of their purchase power. In fact, the banks serve as a transitory place for cleaning the money following a classical scheme. Widely reproduced, this kind of activities may endanger the economic stability of the country.

Aside from the fact that tolerating money laundering activities indirectly supports organized crime, it also deprives the State from a major source of income. The International Monetary Fund estimates worldwide the illegally generated financial flow to $600 billion and $1.5 trillion.

Avoid international sanctions

Why did the Congressmen speed up and work round the clock last week of September to pass the controversial bill? The powerful Financial Action Task Force (FATF) was insistently pushing them in their back. This international body has kept the blacklisted Philippines in its line of fire since the leading industrial countries mandated it to prevent money laundering through implementation of effective measures in all countries. In June 2000, the watchdog of the Group of Seven (G7) started seriously threatening to impose economic sanctions to the Philippines if money trafficking was not criminalized by September 30. When President Gloria Macapagal-Arroyo realized that the FATF was not bluffing, she had no time to loose in long-lasting discussion on a controversial proposal and choose out to rush a very consensual bill through Congress. Practically, without an anti-money laundering bill, the Philippines would be having hard time raising funds, loans or grants from foreign donors and under presidential pressure, the representatives of the Congress managed to beat the deadline set by the FATF. Consequently, the Philippines will not be isolated as a “non-cooperative country” on the international scene in the fight against money laundering.

In quest of popular support, Gloria Macapagal-Arroyo projected the passage of the bill as a personal victory. As she came to power in the end of January, she had committed herself to inject and institute reforms into her administration. It seems like it doesn’t really matter if the hurriedly crafted legislation was weakened by many flaws and loopholes and obviously lacks teeth. One of the forty criteria to be scrutinized by FATF is access of the “competent administrative authorities” to suspicious bank accounts. Will the watered-down bill that the Congress passed comply with the Financial Action Task Force requirements? Will the international financial body evaluate positively the efforts deployed by the Philippines?
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