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Abstract
[bookmark: _Hlk151744243][bookmark: _Hlk151744045]These recommendations are part of what is obviously a much broader and more comprehensive agenda for the continued strengthening of efforts to combat organized crime and corruption in Ukraine. Nevertheless, they represent a carefully considered set of priorities that promise to overcome continued deficiencies while also building on the progress that Ukraine has already made in what will continue to be an enormously tough endeavor. It is as well to keep in mind that the fight against organized crime is typically characterized as much by setbacks as by success, as much by failure and disappointment as triumph and acclaim. Organized crime is like a constantly mutating virus that out-maneuvers all efforts to destroy it. If it can be isolated and quarantined and then harm can be limited. Yet even this modest objective is one that is enormously difficult to attain. The initiatives suggested here are certainly no guarantee of success even in harm reduction. Yet without such measures, the only certainty is failure - and the eventual emergence of Ukraine as a state and economy captured and dominated by organized crime. The implementation of a strategy that is comprehensive in scope while highly selective in its targets and priorities offers at least some hope that such an outcome can be avoided.
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[bookmark: _Hlk151743926]Introduction Under conditions of economic and market reforms in Ukraine foreign economic activity is called upon to attract foreign capital.
Liberalization of Ukrainian foreign economic relationships caused a new economic problem raised, i.e., currency outflow. By some judgment placed abroad and controlled really by legal entities and individuals’ hard currency amounts to tens of billions of dollars. According to different data annual capital outflow comes to $ 2 - 2.5 billion. At that foreign trade transactions, no doubt, play key role in forming a currency outflow system.
The new Criminal Code (hereinafter CC) stipulates responsibility for evading return of currency proceeds and illegal opening and using currency accounts abroad.
Under Article 207, CC officials oi enterprises, establishments, and organizations, irrespectively of the property forms, or individuals engaging in economic activities without founding legal entities are liable for willful evading returning to Ukraine currency proceeds from exported goods (services) or other values acquired there from as well as for willful concealing of the cited proceeds goods or other values by any means oi the terms provided for by the law.
[bookmark: _Hlk151744025]Article 208, CC provides for liability for illegal opening and using individua currency accounts abroad under violating the lawful procedure by a Ukrainian national permanently residing in Ukraine as well as currency accounts of legal entities in Ukraine by officials of enterprises, establishments, or organizations or by a third person on their behalf and for committing the above activities by individuals engaging business activities without founding legal entities.
On the assumption of the above provisions and the object of perpetration the subject in these crimes is currency proceeds and currency accounts c enterprises, establishments, organization, or individuals opened without permission of National Bank of Ukraine. Currency proceeds of economic subjects are the SUM of currency earnings from goods and services sold for foreign currency (including the NIS currencies) irrespectively of their origin. Currency proceeds received by a legal entity-resident (an individual-resident engaging in business without founding a legal entity) are to be entered to the clearing accounts opened and kept for clients by the authorized banks of Ukraine (Section II, § 2.17 “Rules for transactions in the interbank currency market”, March 18, 1999). In case of external economic operations without money payment (exchange, inter-settlements, ‘goods made on commission’ operations) currency proceeds are considered an equivalent value of goods, which the Ukrainian part is to get.
Article 193, the Criminal Code of the Russian Federation, 1996 provides liability for failure to return assets in currency from abroad. We consider ‘assets in currency’ broader than ‘currency proceeds’ adopted in the new Criminal Code of Ukraine.
However eternal economic operations are not a single currency source of outflow from Ukraine. Different kinds of economic smuggling including currency smuggling, “false transactions” and export of raw materials for false processing inflict great damage on currency reserves of Ukraine.
Pronounced tendency is observed in illegal economic activities including shadow production and economic crimes. Financial, first, currency fraudulent schemes cause severe damage on legal activities with currency.
The current legislation does not regulate new methods of information collection, which meet the international standards based on the method of following capital movements and facilitate improving of recording illegal activities. Criminals apply the above loopholes primarily to penetrate banking system as banks directly distribute money and manage transactions [1].
Widespread correspondent relations between Ukrainian banks and nonresident banking units are used to form the net of false commerce firms engaging in shadow currency exchange and converting cashless hryvna into cash currency. Under the shelter of external economic activities and criminal groups develop the systems to transfer currency assets by residents of Ukraine on the accounts uncontrolled by the state abroad through loro-accounts.
The cited below agencies execute currency control: National Bank of Ukraine, Ministry of International Trade and Commerce, National Custom Agency, National Statistics Agency, National Tax Police, Ministry of Finance, Ministry of Interior and Security Services of Ukraine. Moreover, to control currency respective administrative agencies, which are not direct part of the above system, must give information. For example, Ministry of Communication Service (Post-Office) must file quarter reports on the amounts of international money orders, exchange earnings, inter-settlements for post and telecommunication services.
The above agencies exchange information on external economic activities and the executing of contracts by their subjects. The Ministry of International Trade and Commerce is vested with power to exercise common currency control by accumulating respective information given by the cited above agencies to coordinate the control and prevent illegal activities [1].
The coordination between investigators and officers of operative-search units is of paramount importance for effective investigation. Considering the specificity of the cited above crimes one could not but say that the coordination between Ukrainian and foreign law enforcement and controlling agencies is also of urgent need. Under that joint steps should be made forward by signing international agreements on cooperation and mutual assistance under investigating criminal cases, joining, and ratifying the international conventions, which already exist, as well as establishing and strengthening international relations with law enforcement agencies.
For example, on December 17, 1997, the Verkhovna Rada ratified the Convention of 1990 on laundering, searching, arresting, and seizing proceeds acquired illegally. The above Convention stipulates the main principles of international cooperation under combating of laundering proceeds acquired illegally, assisting with investigation, taking preliminary decisions, exercising procedures, and seizing the above proceeds.
[bookmark: _Hlk136777209][bookmark: _Hlk151742810]Under Art.9, the Constitution of Ukraine, current international agreements ratified by the Verkhovna Rada is part of the Ukrainian legislation applied according to the procedure provided for by the law of Ukraine “On implementing international agreements in Ukraine” [1]. 
Conclusions For the purposes of this paper, we wish to outline the most important findings of our research. From the analytic outlined in the empirical section and the brief analysis of existing responses, it is possible to identify seven broad areas that should be priority areas for both Ukraine [2].
1.	There needs to be an overall strategy for fighting organized crime. This requires a set of clear objectives that are explicit but also realistic about what is and is not feasible within levels of resource constraints. It also requires a comprehensive approach: arresting and incarcerating members of criminal organizations is not enough; it is vital to develop a broader approach that simultaneously targets leaders, organizational structures, overall profits, and the connections between criminals and elites. As part of this, it is necessary for Ukraine to implement adequate measures against money laundering (and capital flight) especially links with offshore financial centers of dubious respectability. This has been a major area of weakness and deficiency exploited not only by organized crime but also by a former Prime Minister who embezzled millions of dollars.
[bookmark: _Hlk151744137]2.	Furthermore, the strategy needs to go beyond law enforcement and criminal justice to include environmental modification through appropriate regulatory approaches, especially in the financial sector, educational measures, and the like. Partnerships need to be forged between government and law enforcement on the one side and the burgeoning private sector on the other, whether with investigative journalists, or banking officials who exercise levels of due diligence and meet know your customer requirements that accord with international norms and standards. The strategy also needs to incorporate a capacity for learning - about what works and what does not, whether the lessons are derived from experience in Ukraine itself or relevant developments elsewhere.
3.	The issue is not only about strategy it is also about state capacity. Organized crime has been able to flourish and consolidate its position in countries where the state is weak (some of which are characterized by strong leaders but weak institutions). Gaps in state capacity generally led to functional holes (normal functions of the healthy state that are left unfulfilled because of the capacity gaps) that are either filled (e.g., organized crime providing protection and redress for business - normally a function of the state and its legal system) or exploited by criminal organizations which operate with a high level of impunity because of weaknesses in the criminal justice system. In thinking about priorities for assistance in the fight against organized crime, for example, it is important to define needs broadly rather than narrowly, to develop state capacity in ways that eliminate functional holes of any type that might be exploited by organized crime.
4.	It is critical to target the political - criminal nexus in all its manifestations and at various levels ranging from city and oblast to the national level. The most significant threat to Ukrainian stability comes from organized crime related corruption and other forms of malfeasance by members of government whether national or local. Recent reports of corruption at the higher levels of government and the demonstrated ability of organized crime to penetrate state agencies confirms that corruption remains a serious issue for Ukraine. The difficulty, of course, is that vested interests within the political establishment have no desire for greater openness and transparency, not least because this might reveal their own links with organized crime and any other profitable machinations. Overcoming these entrenched interests will not be easy. Nevertheless, it is essential for those who want political reform to continue to work to establish the rule of law, greater accountability, and more transparency. For its part, the United States should continue to pressure Ukraine to enact the reforms necessary to combat corruption - however, uncomfortable this is for some members of the Ukrainian political and economic elites. It is also important that explicit efforts be made to identify key nodes and connections in the organized crime- corruption networks in Ukraine (and especially the cross-over points between the underworld and the upperworld), a process that can be significantly enhanced using sophisticated link analysis software packages.
5.	The next area, and certainly one that is imminent, is the looming privatization of major Ukrainian economic sectors. While the sale of state industries and utilities is an important step in the consolidation of a market economy in Ukraine, the Russian and Japanese experiences with privatization serve as historical examples of how organized crime can obtain important footholds in legitimate businesses that, over time, prove extremely difficult to eliminate. Thus, it is important that Ukraine strengthen its oversight and regulatory practices before it continues with the sale of its industries. This can be understood as a specific example of the injunction about environmental modification to reduce opportunities for organized crime as well as a reflection of the need to learn from relevant experience elsewhere.
6. Finally, it is important to develop a more effective intelligence system for anticipating and understanding developments in organized crime in Ukraine as well as possible links to developments elsewhere. Intelligence-led policing is particularly important in relation to organized crime and is both essential to and consistent with the requirement to think strategical rather than simply try to “buy and bust” o “identify and arrest”. Intelligence is critical to understanding the strengths and weaknesses of major criminal organizations and developing strategies that can exploit circumvent the strengths and exploit the weaknesses. In this connection, it is necessary to probe the developing strategic and tactical alliances between organized criminal groups within Ukraine and those outside. While it is important to avoid facile claims of an actual or nascent “pax mafiosi” the research we have undertaken has revealed groups from South America, North America, Western Europe, South and East Asia operating within the borders of Ukraine. We also have identified instances where these groups operate in conjunction with groups located within Ukraine, often in connection with smuggling or money laundering. Although such alliances are often based on mutual convenience and complementary needs, they can act as force multipliers for organized crime. Consequently, identifying and disrupting such alliances ought to serve as a high priority for Ukrainian intelligence efforts. Other areas that need to be examined more closely include the modalities and mechanisms of money laundering, the operation of criminal markets in Ukraine, linkages between criminal and political figures, and the operation of criminal-controlled companies.
7. It is important to deepen and widen the existing, and very positive, trend towards international cooperation. This needs to be done at various levels. Great strides have been made in reforming and strengthening the legal system, but great efforts are still required to bring Ukraine up to international norms and standards in particularly weak areas such as antimony laundering legislation. It is also necessary to strengthen the legal basis for extradition and mutual legal assistance by further widening bilateral and multilateral agreements. 
Wherever possible, Ukraine also needs to participate in regional or multi-national task forces.
Such operations help create trust among law enforcement agents from different countries and in effect allow police to develop the same kinds of transnational connections and networks that the criminals enjoy. This is an important step in the effort to level the playing field [2].
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