Combatting Money Laundering ®
in Southeast Asian and Australian Casinos &=

John Langdale

Abstract Money laundering in Southeast Asian and Australian casinos is examined
in the context of the East Asian transnational crime system. Transnational crime is
gmwingrapidlyindlemgion,pmﬂalhﬂymthcmkly-govanedMekmgrcgion
(Myanmar, Cambodia and Laos). Casinos facilitate the operation of this crime
system. A key difficulty in combatting money laundering in casinos in the region
is that governments are conflicted between their desire to reduce crime and money
laundering with their economic strategy of maximising employment, international
tourism and taxation associated with casinos. National and state governments need
to prioritise the control of money laundering and transnational crime over their
economic development goals. Failure to follow this step is likely to lead to a growing
spiral of crime in the Asia-Pacific region.

1 Introduction

This paper considers two issues associated with money laundering in casinos in
Southeast Asia and Australia. Firsily, money laundering in casinos is examined in
the context of the East Asian transnational crime system. Casinos play a significant
role in facilitating this crime system’s operation by laundering illicit profits.

Secondly, the paper considers a key difficulty in combatting money laundering in
casinos: governments in Australia and Southeast Asia are conflicted between their
desire on the one hand to reduce crime and money laundering. On the other hand,
government have pursued an economic strategy which maximises employment,
international tourism and taxation associated with casinos. This conflict in govern-
ment’s goals is at the heart of regulatory difficulties associated with combatting
crime in the region’s casinos.
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226 1. Langdale

Money laundering in Southeast Asian and Australian casinos is set in the context
of facilitating the operation of the East Asian transnational crime system. The nature
of this transnational crime system is poorly understood, but transnational criminal
groups use casinos to launder the proceeds of illegal drug sales.” A parallel situation
was found to occur in British Columbia, Canada, where casinos were used as one
means of laundering the proceeds of illegal drug sales in the province.’

Hlegal drug proceeds in Southeast Asia and Australia are either spent locally or
are ofien moved to Hong Kong/Macau, where the money is used to pay “investors™
in crime syndicates or to purchase precursor chemicals for manufacturing metham-
phetammmMyanmaranddmsconnmxmcopemumofmcmnsnanonalmm
system.’

Government regulation of money laundering in Australian and Southeast Asian
casinos has been poor. State govenment inquirics into money laundering in
Ausuaﬁanasinosfwnddmeasmoopamfmledtopmpaiyrcgulmdur
casinos and were unfit to hold their licenses.” Australian casino operators largely
ignored criminal activity taking place in their casinos. This activity was particularly
apparent in the VIP gaming market oriented to Chinese gamblers, a market largely
conuouedbyMacaubasedjunkaopcmWsmanyofwhomwmasocmedwnh
Chinese criminal groups.’

Crime problems are even greater in the Southeast Asian casino market, with
large-scale moncy laundering taking place in casinos, particularly in the VIP gam-
bling market. While Singapore has reduced the problem by banning junkets, casinos
mmnyodwrSmuheastAmancwmnamcaugbtmacyclcofmmcylamdamg
andtnnsnauomlcnmc Casinos are a major means of laundering the proceeds of
this criminal activity.’

Combatting money laundering in the Asia-Pacific is critical to current and future
regional stability. The rapid expansion of transnational crime in the weakly-
governed states in the Mekong region of Southeast Asia (Myanmar, Cambodia
and Laos) is causing great concern on the part of govemments throughout the
Asia-Pacific region. A particular concemn is the potential for money laundering and
transnational crime to destabilise surrounding countries in Southeast Asia and
elsewhere in the Asia-Pacific region in a complex set of spillover effects.®

China is concened about the use of casinos to facilitate capital flight out of
Chmgltlsdlfﬁammdetanunewbed)erthcmoncyﬂmngcmmwlmorﬂhc:dy
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earned, but it violates Chinese government restrictions on Chinese citizens moving
money overseas. Australian casinos have been used to facilitate Chinese capital
flight'” and it is likely to be undertaken in Southeast Asian physical and online
casinos as well although little evidence is publicly available.

Transnational criminal groups use a variety of techniques to launder the proceeds
of transnational cnmc particularly trade-based money laundering (TBML) and
underground banking.'' However, casinos are an important means of money laun-
dering in poor Southeast Asian counm&s since the banking and financial systems of
these countries are weakly developed.'” Casinos often function as quasi-financial
institutions in these countries and are used to bypass AML regulations imposed on
the formal banking and financial system.

More generally, casinos undertake various financial activities which expose them
to money laundering. They accept funds on account, conduct money exchange,
money transfers, foreign currency exchange, stored value services, debit card
cashing facilities and cheque cashing.'” Austrac has argued that Crown Casino
provided more than just gaming services to customers; it provided financial services
that facilitate the movement of money into and out of the casino, including across
international borders. These financial services are high value and high volume.'*

The nature of transnational crime in the East Asian transnational crime system, as
well as the role of money laundering in casinos in facilitating its operation is
examined in Sect. 2. Section 3 considers means of combatting money laundering
in casinos in Australia and Southeast Asia. Finally, in Sect. 4 some possible futures
for casinos in the region are outlined.

2 Transnational Crime and Money Laundering
in Southeast Asia

Rapid growth has taken place in transnational crime in the East Asian region,
particularly in illegal drugs centred on Southeast Asia."” The Mekong region
courtries of Myanmar, Laos and Cambodia are of particular concern in Southeast
Asia, although the Philippines, Vietnam and Thailand are impacted by transnational
crime in casinos as well. Methamphetamines production grew rapidly from 2013, as
China cracked down on illicit drugs production in China. In addition, opium
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production in the Golden Triangle has grown recently as well, reflecting the political
unrest in Myanmar following the military coup in 2021."°

2.1 Transnational Crime and Money Laundering as an
Interlocking System

Transnational crime and money laundering in the East Asian region is an
interlocking system, with changes in one country having flow-on impacts on other
countries. Money laundering networks in the region are a key component of East
Asian transnational crime networks and allow criminal groups to pay expenses to
suppliers, distributors and corrupt government officials. In addition, money launder-
ing networks allow the proceeds of crime to be remitted to “investors” in criminal
syndicates, often located in Hong Kong and Macau.'’ The inability or unwillingness
of governments in the region to effectively control the rapidly growing casino
industry provides criminal groups with a convenient way to launder huge amounts
of money into the formal economy.'*

2.2 Displacement Effects

A systems perspective is important in understanding the nature of displacement
effects operating in transnational crime. The crackdown on methamphetamines
production in China pushed production out of China to weakly-regulated Southeast
Asian countries, particularly Mekong region countries of Myanmar, Laos and
Cambodia.'®

The displacement effect has reshaped the illegal drug and wildlife trafficking
industries in the region, with methamphetamines production skyrocketing in Shan
State in Myanmar and more illegal wildlife trafficking and marketing taking place in
Southeast Asia.”” The displacement effect has had major flow-on effects on the
demand for money laundering in the region, since a significant percentage of the
proceeds of these crimes is recycled through the region’s rapidly-expanding network
of physical and online casinos.”’
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2.3 Spillover Effects

A systems perspective is also important in spillover effects from transnational crime
in the Mekong region, which is affecting surrounding countries in Southeast Asia, as
well as the rest of the Asia-Pacific region. These spillover effects are likely to
contribute to the growth of corruption and crime and over time destabilise the region
by weakening government institutions.

2.4 Thailand Case Study

Thailand and other Southeast Asian countries face major crime overspill problems
stemming from the rise of transnational crime in the Mekong countries of Myanmar,
Laos and Cambodia. In particular, the overspill of crime into Thailand from Myan-
mar is creating significant problems.”” Casinos are banned in Thailand, but illegal
casinos operated by Chinese criminal groups are being used to launder money from
illegal drug trafficking and other illicit activities..”> While the Thai government has
closed illegal online gambling operators, new groups are continually springing up.”*

A major scandal in Thailand emerged in 2022 which has exposed extensive
corruption on the part of senior police officers and politicians. Chinese criminal
groups have been involved in trafficking illegal drugs from Myanmar through
Thailand, as well as being involved in illegal migration of Chinese to Thailand,
property development and money laundering.” illegal casinos were used in laun-
dering the proceeds of these crimes.”® although other means of money laundering are
utilised such as TBML.”” The Thai case study illustrates the overspill of crime from
adjacent Mekong countries and the displacement effect of China’s crackdown on
transnational crime, which has pushed crime into corrupt Southeast Asian countries.

2.5 High Levels of Corruption and Crime in the Mekong
Region

The difficulties of transnational crime and money laundering in the Mekong region
are huge, since the countries have very high levels of corruption and crime. The
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Corruption Perceptions Index for 2022 showed the Mekong countries as being
highly corrupt: out of 180 countries, Laos was the least corrupt of the three countries,
with a ranking of 126, Cambodia next with 150 and Myanmar, the most corrupt, at
157.%* Money laundering rankings show a similar pattern, with Myanmar ranked the
third worst and Cambodia the seventh worst of all countries in the survey.””
Furthermore, money laundering prosecutions in these countries are very low.

2.6 Money Laundering in Southeast Asian Casinos

Casinos play a major role in laundering the massive profits from transnational crime
in the Mekong region, the surrounding Southeast Asian region and in the broader
Asia-Pacific region. A rapid growth in the number of casinos in Southeast Asia has
occurred, with 340 operating in 2022,*” although this number does not include
illegal casinos operating in the region.

In particular, casinos in Special Economic Zones (SEZs) in the border regions of
Mekong countries facilitate money laundering.”’ Autonomous special regions run
by regional militias in Myanmar have concentrations of casinos in the Kokang,
Mongla and Wa territories.”” The casinos are central players in illicit gambling and
money laundering, but also for racketeering, illegal drug trafficking, human traffick-
ing and wildlife smuggling,™

The Kings Romans casino in Laos, part of the Golden Triangle SEZ and operated
by the Zhao Wei criminal syndicate, has been identified by the U.S. Treasury as a
major transnational crime syndicate trafficking in illegal drugs, endangered wildlife,
human trafficking and prostitution.”* Ostensibly, the SEZ facilitates economic
growth in the Golden Triangle region, but it functions as a “one-stop shop” for
transnational crime.” The SEZ has a diverse range of criminal activities, ranging
from illegal drugs, wildlife and human trafficking and child prostitution. Tlegal
online gambling and online scamming activities are also prominent activities.”®
The Kings Romans casino occupies a key role in laundering the proceeds of these
criminal activities.
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Sihanoukville in Cambodia has a SEZ, which is part of China’s Belt and Road
Initiative.”” It attracted numerous Chinese physical and online casinos, but the
banning of online casinos in 2019 by the Cambodian government and the impact
of Covid-19 decimated Chinese gambling tourism and led to the exodus of thou-
sands of Chinese workers. The ban led to the growth of online scamming centres in
Sihanoukville, with online gaming continuing in an underground manner.™*
Sihanoukville is a major money laundering centre for illegal drugs and other illicit
activity.’® These casinos operate in both a physical and online manner and in recent
years have become major online scamming centres with thousands of workers
imprisoned in walled compounds.*’

3 Money Laundering in Australian Casinos

Australian casinos are linked to the East Asian transnational crime system. The
casinos are involved in other areas of money laundering, but these aspects are not
considered in this paper.

A number of Australian state governments commissioned inquiries into money
laundering taking place in their respective states.*' The inquiries concluded that
Australia’s two largest casinos, Crown Casino and Star Entertainment, were unfit to
hold a casino license. However, the inquiries did not terminate the companies’
casino licenses; they were fined and special supervisors appointed for a number of
years to ensure their performance satisfied the respective state government casino
regulatory authorities. In addition, the use of China’s UnionPay cards to facilitate
Chinese capital flight has been banned.

The government inquiries effectively found that the casinos were “too big to fail”.
Governments were loath to close them down, because they employ large numbers of
people, contribute to taxation revenue and are significant attractions for foreign
tourists. The inquiries did not explore the failures of regulation at a state level.
Similarly, at a Federal level Austrac did little to investigate the money laundering
practices: of Crown or Star casinos prior to press reports by investigative journalists
in 2019.*

The government inquiries into money laundering in casinos found that their
targeting of the VIP market exposed them to the crime-ridden junket operations
bringing wealthy Chinese gamblers to Australia. As a result, these junket operators
have been banned in Australia, but it is likely that the politically-well connected
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casino companies will lobby state governments for these bans to be watered-down or
eliminated over time. The Bell Inquiry found that despite publicly saying that it had
ended the junket program, Star Entertainment was exploring the use of Third-Party
Referral arrangements. These arrangements involved existing customers or individ-
uals previously employed by junkets who could introduce a potential customer to the
sales team.*’

Australia is faced with growing transnational crime and money laundering prob-
lems associated with Chinese and other criminal organisations A major demand for
money laundering resulted from transnational illegal drug trafficking and casinos
provided a means of laundering the proceeds of this crime. Furthermore, wealthy
Chinese wanted to transfer large amounts of money to Australia despite such trans-
fers violating strict Chinese laws on capital flight. Australian casinos were used to
facilitate Chinese capital flight.**

Money laundering problems in Australian casinos emerged for a variety of
reasons. One was that regulators shifted to a self-regulation model for casinos
and largely abandoned close monitoring of casino transactions.”> Secondly, state
and Federal regulators failed to appreciate that Australia’s transnational crime and
associated money laundering had shifted to a much larger scale. Criminals were
looking for “weak links” to launder large sums of illicitly-earned money and found
that casinos were loosely regulated in Australia.

Australian casinos face growing competition from Southeast Asian casinos,
which have a key advantage of proximity to the Chinese market compared to
those in Australia.”* New Integrated Resort casinos have been built in Southeast
Asian countries that provide high-quality holiday resorts as well as gaming facilities.
Casinos in the Mekong region (e.g., Shwe Kokko in Myanmar and Kings Romans
casino in Laos) are notorious hubs for transnational crime and money laundering.*’
A number of Mekong countries are corrupt and crime-ridden and transnational
criminals are already laundering massive sums though these casinos.*® As a result,
Australian casinos will struggle to attract Asian gaming tourists and are likely to
pressure their respective state governments to “water down” AML restrictions on
their operations to match Southeast Asian casino competitors.

“Bell (2022), p. 144.

*Langdale (2022).

“SBergin (2021), pp. 37-43; Hatch (2022).
“[.angda]c (2022).

*"Kennedy and Southern (2022); Langdale (2023).
“*Douglas (2019); van Uhm and Wong (2021).



Combatting Money Laundering in Southeast Asian and Australian Casinos 233
4 Combatting Money Laundering in Casinos

This section outlines a fundamental dilemma for governments in Southeast Asia and
Australia in combatting money laundering in casinos. Many are conflicted in their
policies in this area: on the one hand, they recognise that unless casinos are strictly
regulated crime will flourish. On the other hand, they want to promote economic
benefits from casinos: namely, expand international tourism and employment as well
as gaining taxation revenue. Governments have followed a “pot of gold” casino
strategy, neglecting money laundering and crime associated with the sector.

We considered in Sect. 2 the role of money laundering in casinos in Southeast
Asia and Australia in the context of the East Asian transnational crime system. This
crime system and the associated money laundering in casinos is growing rapidly.
Unfortunately, most law enforcement operations are national in scope and, while
they may disrupt the transnational crime system and associated money laundering
briefly, they have little impact on the overall criminal activity in the region. National
intervention in crime and anti-corruption policies may simply displace criminal
activity to other countries.

The head of the UNODC in Southeast Asia, Jeremy Douglas, argues that the law
enforcement strategy of focusing on illegal drug interdiction has not worked and its
focus needs to shift to prevention of demand.”® This proposed shift in strategy
meshes in with the move away from purely law enforcement supply strategies
towards the use of public health measures to reduce demand.*” Furthermore, Doug-
las argues that the overall transnational crime system has to be attacked by law
enforcement agencies by disrupting illicit banking networks, precursor chemical
supply chains, as well as intermediaries in illicit networks, such as bankers, accoun-
tants and lawyers that facilitate money laundering networks.'

Unfortunately, governments in the region have not adopted such a systems
approach to combat transnational crime and money laundering. The transnational
crime networks in the region need to be outlined and “weak links” identified for law
enforcement action. At the same time, it must be recognised that these crime
networks change rapidly. What are the likely future changes in the East Asian
transnational crime system?

Transnational criminal groups utilise a wide varicty of money Ianndeting
approaches, with major ones being TBML and underground banking techniques.*-
Virtually no aggregate information exists on the overall size of different means of
money laundering, but anecdotal evidence suggests that TBML and underground
banking methods are the major means. However, casinos are an important means of
money laundering in Southeast Asia, and have played a significant role in Australia.
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They represent a “weak link™ in preventing money laundering. Governments need to
recognise the vulnerability of their societies to money laundering in casinos.

5 Southeast Asia

We have seen that Southeast Asian casinos have proliferated partly to service the
large demand from physical and online Chinese gamblers, but also to launder the
proceeds of transnational crime. The massive profits from transnational crime in
Southeast Asia allow criminal groups to bribe government and law enforcement
officials. It is very difficult to overcome corruption in the region” Furthermore,
demand for illicit products, particularly illegal drugs, is rising globally. Consump-
tion of illegal drugs in wealthy countries is large and few initiatives to reduce
consumption are working. As a result, transnational crime and associated money
laundering networks are well developed. Casinos are an ideal means of laundering
the proceeds of crime.

5.1 Combatting Money Laundering and Corruption

The UNODC and other international agencies have instituted training programs to
improve governance, reduce bribery and corruption in Mekong region countries™*
While these programs have had some success, transnational crime is still spiralling
out of control in the region.

5.2 Mpyanmar

Myanmar has a particular problem in combatting money laundering in its casinos,
given the lawlessness in many regions. The military junta is corrupt and the army
(Tatmadaw) is heavily involved in businesses, many of which are illicit™ Further-
more, even if the military junta wanted to crack down on transnational crime and
money laundering, it does not have conirol over many border regions.*® Regional
ethnic militia groups are closely involved in the criminal economy;’’ the trends
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indicate that the problems are worsening.”® Chinese transnational criminal groups
control much of this criminal activity.”” Most of the profits from transnational crime
are reinvested in local businesses, but a significant amount is laundered through
casinos into regional financial centres such as Hong Kong.*’ Numerous physical and
online casinos are iocated in these conflict zones.”'

5.3 Laos

The country suffers from high levels of comuption. Bokeo province is a key illegal
drug trafficking route, particularly for methamphetamines.”> The Kings Roman
casino in the Golden Triangle SEZ is a “onc-stop shop™ for transnational crime
and is ideally situated in the province to launder profits from the diverse range of
illicit activities.** A key difficulty in controlling money laundering in the casino is
that the Laotian government is a 30% owner of the Golden Triangle SEZ. The Zhao
Wei group, the owner of the Kings Romans casino, has high-level links to the
Laotian government. The government has ceded security to this group in retumn for
economic rents and is unlikely to combat money laundering in the casino. In fact, the
LaoﬁggovanmemisanowhlgMdecxpmdhisacﬁviﬁamodmpansof
Laos.

5.4 Cambodia

Combatting money laundering in Cambodia’s casinos is difficult given the endemic
corruption at national, provincial and local scales.*® Cambodia is ranked seventh
worst in the world in 2022 for money laundering.”® Cambodia has passed AML
legislation and it has been removed from the FATF’s grey list of countries in need of
increased monitoring.®” Cambodia has responded to international criticism over the
human rights abuses in its illegal casinos and shut down many of them.** However,

SEUNODC (2023).
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despite these improvements, the country cuffers from major crime and corruption
problems and Cambodia’s casinos are heavily involved in money laundering.

5.5 Role of Hong Kong and Macau

Hongl(ongandeplayanimpomlmrolein facilitating money laundering in
casinos throughout the Asia-Pacific region.”” Govemment regulation of the casino
indusuyinMaeauhasbeendghtmed.parﬁeulaﬂyinﬂrccﬁme-ﬁddenjunket
indusuyataingtonPgamblasﬁr;mChinaChinahasimpﬁsonedexewﬁv&
from Suncity, formerly the world’s largest junket operator, for illegal online gam-
bling.”” In addition, Levo Chan, head of a major junket operator Tak Chun, has been
imprisoned for illegal gambling and money laundering.”’

However, much more needs to be done. Regulations covering shell companies in
Hong Kongmedtobeﬁghtmedandd\dropemﬁonslinimdwgmuinccompani&s
to prevent criminal groups using them.”> Business and financial intermediarics
facihmeﬂncinwmﬁomlopaaionsofmnsnaﬁmalcﬁmcmdmoneyhnndeﬁng
groups. Furthermore, little law enforcement activity has been directed at senior
mcmbetsofTriadsocieties,whewasmgularsweepsamcondumdtom
Jow-level members of these societies.”

5.6 China’s Role

China is a key player in combatting moncy laundering in Southeast Asia’s casinos.
China has been upset about the exteat of illegal online gambling in Southeast Asia
mgedngChimedﬁmmdhaSprmsuredCambodiaandmeHﬁﬁppimlohah
such activities.”! However, Cambodia has limited ability to control underground
online casinos (e.g., Sihanoukville). The Philippines government is resistant o
Chim’sptesmtahboughChinahmthmlmedSomhastAsiancmmuiwdmil
will ban Chinese tourism if they do not halt online illegal gambling.”

China’s growing linkages in Southeast Asia raises complex geopolitical and
economic issues. Its concems about casinos facilitating Chinese capital flight,
mncylaundaingandmsnaﬁonalaimcneedsmbebahncedagainstitsmhcr

9 CNN (2018); Douglas (2019).

"Hung (2023).

7' Chan (2023).

21 0 (2022).

Lo (2023).

7 Conneller (2021).

5Cohen (2023): Ramos-Araneta and Lopez (2022).



CoMgMoncylmmda‘hginSo:&mﬂAshnmdAuwﬂimCasinos 237

economic and geopolitical goals in the region. The situation is particularly complex
in Myanmar given China’s delicate relations with regional warlords in border
regions and its overall relations with the central military govemnment.”®

5.7 The Philippines

The Philippines government has vacillated in its casino policies.”’ On the one hand,
it has promoted itself as a regional gambling hub, particularly for Chinese gamblers,
hnalsoforgamblusinﬂneAsia—PaciﬁcrcgiomOndxomahand.d\ispoﬁcyhas
oonuibuwdmaﬁscinmnsnaﬁonalcﬁmandnmcylamdaing.

The Philippines, like other countries in the Asia-Pacific region, recognised the
oppamnidainﬂ\emsinoindustrymﬂugedwithhina’scmckdownon
corruption in Macau.” Initially, the Philippines exempted its casinos from money
laundering legislation in order to maximisc its casino revenuc. The government’s
goal was to grow employment, taxation revenue and international tourism.

The Philippines Offshore Gaming Operations (POGOs) have been controversial
given the crime associated with many of them.”” Furthermore, they have targeted the
online Chinese gambling market, even though it is illegal to gamble online in China.
The POGOs attracted mainland Chinese workers, often working illegally in the
Philippines, as well as a wide range of criminal activity, such as scams, extortion,
prostitution and kidnapping.*’ The Chinese goverment has warned the Philippines
nottomrgetdteonﬁneChimegamblingmarketsinccitismegalfmChinac
citizens to participate in it. MmrewldyChinahsmrulmedwauoﬁChinme
tourism to the Philippines is it does not act.”’

Oneoftheoonseqtmo&softheexanpdonofcasinosﬁommylwndaing
lcgislaﬁonwasthalcasinoswu'eusedtohundcrmeprwedsofme Bangladesh
Bank cyberheist.*> Money laundering regulations have been tightened following the
Bangladesh Bank cyberheist, but the U.S. Department of State™ has criticised the
money laundering regulations for having a high single-transaction reporting thresh-
old of US$100,000 and junket operators being excluded from reporting require-
ments. Furthermore, the Philippines government has been criticised for continuing

75Clapp and Tower (2023).

7"Romero (2023).

TEKritz (2016).

79 Anti-Money Laundering Council (2020), p. 2.
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ﬂwsuictbankseaecth,onc:hatmak&ﬂw?hihppinaanamaaivclwnionfor
money lammieriﬂg.s’4

While the Philippines government would like to be removed from the FATF’s
grey list of uncooperative jurisdictions, at the same time il wants (O maximise
mmucﬁomphysicalandonﬁneasinoswithasfewAMLmquimmntsas
possible. The Philippines remains on FATE’s “grey list” in 2023 with serious
money laundering deficiencies.™

6 Combatting Money Laundering in Casinos: Australia

We saw in Sect. 2 that Australian casinos were involved in the laundering of illegal
dmgprooeedsanddlusfaciﬁmedtheopaaﬁonofmeEmAsianuansnaﬁmalaimc
systcmEvcndmghjunkasmnowbanmdinAusmﬁancasinos.nmylamdﬂ-
ingdmtsﬁomuansmﬁonalaimcmﬁkdymposeevcngtmpmblansind\c
funnc.ﬂwcxpansimofﬂnsizzmdwpiﬁsﬁcaﬁmofmmaﬁomlaiminalmga-
nisations in Mekong countries (Laos, Myanmar and Cambodia) are creating huge
spillover impacts in the region. Additional countries in Southcast Asia, particularly,
ThaihndandViemam,mundcrgmwingdnmlsﬁommsmﬁonalaimeam
money laundering. This money laundering and transnational crime system poses
long-term threats to Australian society.

State government inquiries into money laundering in casinos in Australia focused
on domestic issues associated with criminal activity. Transnational crime issues were
considaeibmdnhquiﬁ&swacdrmmsaihedbydwirﬁnﬁtedmomccsandsuia
ﬁmelinﬁts.Whilcﬂleﬁnxmdmmeconsuaimsfaoedbymcinquhicsm
understandable, their failure to examine Asia-Pacific transnational crime and
money laundering issues facing Australian casinos meant that their findings were
limited in scope.

Clw’ly,thecasinomgulaloryjmisdiction ofsxanegovemnmsislimiwdmmcir
particular state. However, regulation needs to be set in the context of the intena-
tional competitive environment facing casinos and the transnational crime situation.
Casinos operate in a fiercely competitive :nternational environment for the premium
massandVIPmarkets.ManyprenﬁummassandVngamblasoonnﬁomovusc&s.
paniculaﬂy(]lina;oﬁcn.ﬂﬁcgmnblasmoﬁaedinduoenmswgmblein
different Asia-Pacific casinos.

Sm-basedmgulaommﬂ}equippedmewrandeMUmwyhuwuing
threats that are emerging in their respective casinos. It is unrealistic to expect that
cachstmtreguhlorwmldundemkewdlareview.Amvctowardsanaﬁoml
casinomgulaMwmﬂqummmemwoedcregulawrycmmlofﬂwircasino
industries to the Federal govemment. A move (o a national casino regulator would

% £ conomist Intelligence Unit (2017).
85 Linancial Action Task Force (2023).
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overcome the inherent regulatory weakness of state governments in that a significant
percentage of their income comes from gambling taxes and fees.™

A key difficulty in combatting money laundering in casinos in Australia is that
they are seen by state governments as a “pot of gold”. State governments view
casinos as contributing to the growth of international tourism, employment and
taxation revenue. In contrast, transnational crime issues are seen as a problem for
law enforcement agencies. Unfortunately, few states in Australia prioritise law
enforcement despite their political rhetoric. As a result, little political will exists to
strictly regulate casino operations. Furthermore, casinos have politically well-
connected boards who lobby their respective governments very effectively.

7 Possible Futures in Combatting Money Laundering
in Casinos

7.1 Future Importance of Online Gambling

A looming difficulty in combatting money laundering in casinos is the growing
importance of online gambling. It is unknown how important this trend will be once
the impact of the Covid-19 travel restrictions are lifted. However, it is likely that
unregulated intemnational online gambling from offshore gambling havens will pose
a significant threat to physical casinos.

AHongKongmesmdyfoundﬂmtamajmincmseinonlinebatingoomned
during the Covid-19 epidemic, particularly for alternative sports (c.g., e-sports and
vhumlspms).lnaddiﬁon.ﬂkgalonlincbaﬁngmmracingmdodmspatsin
Hong Kong rose significantly. Macau junket operators expanded into online betting
and gambling and given their linkages 1o organised crime, this trend is likely to lead
to more criminal involvement in the illegal online betting market.”’

The growing importance of international online gambling makes the role of
governments in regulating gambling more difficult. Most governments in the region
are oblivious to the threats from online gambling to their “pot of gold™ strategy and
their long-term revenue streams associated with physical casinos. While govern-
ments have banned many of these online gambling ventures, new technologies make
it easier for illicit entrepreneurs to bypass these regulations and allow gamblers
acwsstod)eirgbbalbctﬁngsystems.Ncwtechnologimamﬁkdytomkcthe
international online gaming market more global in nature, since it will difficult to
recognise where the service is being provided. Global money laundering hubs will
be utilised to disguise the illicit financial flows.™

S Ziffer (2021).
57 Asian Racing Federation (2021), p. 2.
% purbrick (2023).
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7.1.1 Trends in Transnational Crime and Money Laundering

We have focused on one component of transnational crime and money laundering in
the East Asian region, namely the role of Chinese criminal groups. However, other
transnational criminal groups such as Mexican and other Latin American cocaine
cartels have entered the Asia-Pacific region, cither on their own or in strategic
alliances with Asian criminal groups.™ It is likely that these Latin American groups
will become even more significant regional operators in the future, attracted by rising
incomes in many countries throughout the region, as well as the presence of “weak
links” in corrupt countries. Furthermore, other transnational criminal groups (e.g.,
Nigerian and European) are active in the region, and these might be expected to
expand their existing criminal activities.

The entry of new transnational criminal groups and rising standards of living in
the region will lead to more sophisticated transnational crime and money laundering
networks connecting the region to global criminal networks. For example, Chinese
suppliers of precursor chemicals and Chinese money launderers have developed a
sophisticated illicit trafficking network linking China, Mexico and North America.”
Chinese criminals operating these money laundering networks provide their services
to any criminal group and make use of casinos and other means of laundering the
money. These complex transnational illicit networks will make combatting money
laundering in casinos more difficult, since criminals utilise multiple means to
disguise the proceeds of crime.

Unfortunately, little understanding of the long-term challenges facing casinos
cnstsamongstAusUnlmnsmcmsmomoulamtsormoseinSwtheastAsiaA
similar conclusion emerges from govemnment inquiries into money laundering m
British Columbia, Canada. Despite reports to the British Columbia government”’
which wamed of the threats from Chinese transnational criminal groups and money
launderers, the report of the Commission of Inquiry” neglected the role of these
criminal groups arguing that it was beyond its limited resources and strict time limits.
The co-lead counsel, Brock Martland, of the Cullen Inquiry explained that they did
not have the time and mandate to explore the transnational crime aspects of casino-
based crime in Vancouver.”

 Felbab-Brown (2022).
%01 angdale (2021).

9! German (2018, 20i9).
?2Cullen (2022).
“wood (2022).
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7.2 Southeast Asia

chavcsemllmuansnaﬁonalcﬁmeandmmwylamdcdnginmeﬁastAsian
rcgionhasbeengrowingmpidlymddnlcasimsplayasigniﬁcammleinthis
growth. Itisdifﬁmhtosecgovcmmenlanﬁ-cﬁmepolid&sbcing successful in
oombaningthefunnegmwthofumsnaﬁmalcﬁmc.

It is unrealistic to expect comprehensive polici&sassociatedwithAMLlegislaﬁon
and enforcement in poorer Southeast Asian countries in the Mckong region (Myan-
mar.uosandCambodia).Ameviableop(ionwouldbetomdmedcmandfor
illegal drugs and other illicit activities in developed countries (such as Australia)
than to expect many initiatives from poorer countries. Such an approach would
mduccﬂwdenundfaiﬂegaldmgsindevebpedcomuiesanddmsbwapﬁoesand
profitability for transnational criminal groups.

Howcver,itisimpmimtmenooumgepoochouﬂmstAsianOmmMmenaa
poﬁdesmmdwcuansnaﬁmalcﬁmcandpmsealwcﬁnﬁnalsusingminos.m-
sumﬁ'ommcFATFhasbdmsomeSouMAsimcounuimpassingkgislaﬁon
coveﬁngmoneylaundaingincasinosdeambodiabasbeenremovedfrom
FATF's “grey list” of countries subject to increased monitoring.”* However, few
Mekmgmgimoounuieshavepmsecutedaiminalsmditisunlikelytthnwhwm
be done for the foreseeable future.

Myanmaristhcmoslextmmecaseoflhebmakdownoflawandorderin
Southeast Asia.”® The underlying secusity situation in Myanmar is getting worse
and the central government has little control in many border regions. In addition,
Myanmar’s government is highly corrupt and shows fittle signs of improvement.
Sinﬂlmiy.conupﬁmmedstobcbrwgmunderconuolinautegionsoflmsmd
Cambodia, something that is unlikely for the foresecable future.

mmalﬂcdyo‘momeisﬂlatmsnaﬁonalaimeandmylmmdedng
through casinos in the Mekong region countries will continue. Even if one country
didmanagctoaackdownmcﬁmeandnmncylaundeﬁng,itislikelyﬂma
disphwmemcﬂ'ectwiﬂwanmdcdmhulswiﬂﬁndothcr‘veaklink”camuies
in order to continue their operations.

7.3 Australia

AkeydifﬁaﬂtyincombatﬁngmmeylamxicdnginAusnahanusinosisdmm
governments compete amongst themselves to expand casino turnover in their juris-
dicﬁons.ltisﬁkelymndmwiﬂbcptessmcinmcﬁmnclokmanMnguhdm
covering casinos. AnylooseningofAMngulationbyoncsmtcish'kclytobc
nnmhedbyod)erstxm.mpeciallyasﬂwmmmyofstamgovmmauinquimmw

%4 Cambodia removed from interational moncy laundering “grey list” (2023).
SSUNODC (2023).
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mneylmndaingfades.WchavcalrudymMAusﬂaﬁmcasinoswiﬂbefachg
growing competition from loosely-regulated casinos in some Southeast Asian
countries.
TMfunntﬂnu!stoAusuaﬁancasimsﬁmnSouﬂmstAsianandonﬁneganﬁng
platforms make it important that Australia establishes a national gaming regulator. A
keyoouq)oncntofthcmleot‘suchamgulaorwonldbetocxanﬁncumdsinganﬁng.
mngingﬁomphysiealcuinosandganivlingvennneswnewmhnegaming.Sudla
gmﬁng:eguluorwwldidmﬁfydnsocialandcoonmnicimpaasofthmenew
gaming ventures. Far too often Australian gambling regulators are too slow in
reactingloloomingnmcylaunderingandu-ansnaﬁmal crime threats.
Unfortunately, it is unlikely that states will cede regulatory control over their
eashmswd\eFedaalgovmanMostsmviewminosasakcypanofd\eir
broader economic suatcgyofprormtinginmmional gambling tourism and sec
thcmsdvaoompeﬁngwiﬂnodmmfmmuﬁstinoom.Casinosmanimponam
employment generator and contribute significantly to state taxation revenue.
Itisdifﬁmhtobcopdnﬁsﬁcabwld\eﬁmmstmoflawenfawnemagawies
inSomhe&stAsiaandAusualiainoomba;ﬁngmmylmmdeﬁngincasinos.An
imponantﬁrststepwouldbeformﬁonalandstaxegovmmemsmpﬁoriﬁscthe
control of money laundering and transnaiional crime over their economic develop-
mentgoal&Failmctofoﬂowdﬁsslepislikelytol&dtoagmwingspimlofuime.
which will worsen social and economic development throughout the region.
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