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Abstract

The art market has increasingly been recognised as a sector vulnerable to money
laundering and tax fraud due to its structural opacity, subjective valuation mechanisms,
and historically limited regulatory oversight. In recent decades, these risks have been
further intensified by the growing role of freeports, which have evolved from trade-
facilitating customs zones into long-term storage facilities for high-value assets,
particularly artworks. This paper examines the use of artworks as instruments of money
laundering and analyses the role of freeports in enabling the concealment, transfer, and
integration of illicit financial flows. Drawing on academic literature, legal scholarship,
and institutional policy documents, the paper situates the analysis within broader
theoretical frameworks of organised and financial crime. It identifies key mechanisms
through which artworks are used in money laundering schemes, including valuation
manipulation, private transactions, offshore ownership structures, and the use of artworks
as financial assets. The paper further explores the historical development and legal nature
of freeports, highlighting their transformation into spaces of regulatory opacity that may
facilitate tax avoidance and money laundering. The analysis demonstrates that the misuse
of artworks and freeports is not an isolated phenomenon but a systemic consequence of
financialisation, regulatory fragmentation, and transnational capital mobility. While
recent regulatory initiatives, particularly at the European level, have sought to address
these risks, significant gaps remain with regard to transparency, beneficial ownership, and
effective oversight. The paper concludes that combating money laundering and tax fraud
in the art market and freeport environment requires a comprehensive and coordinated
approach that extends beyond traditional financial regulation and integrates tax
authorities, customs administrations, and law enforcement bodies.
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3JIOYIHOTPEBA YMETHUYKUX JEJIA
Y HLIEMAMA ITPAIbA HOBLIA U YJIOT'A
CJIOBOJHHUX HAPUHCKHUX 30HA (FREEPORTS)

Arncrpakr

Tpxxumre yMerHrHa ce cBe Jemhe Iperno3Haje Kao CEKTop IOI0KAH Ipamky HOBIA U
MOPECKUM IIpeBapama, yCie/ CBoje CTPYKTYpHE HETPaHCIAPEHTHOCTH, Cy0jeKTHBHIX Me-
XaHHM3aMa BPEJHOBakba 1 UCTOPH)CKH OTPaHUYEHOT PEryJIaTopHOT Har3opa. OBH pU3HLIU CY
JIOZIaTHO TI0jayaHy pacTyhoM ysiorom cio0oqHUX 30Ha (fireeports), Koje cy ce oIl HHCTpyMe-
HaTa 32 OJIaKIIIABaF-E TPIOBHHE Pa3BUJIC Y AYTOPOYHA CKJIAIMIITA BUCOKOBPEIHE HMOBHUHE,
HapOYUTO YMETHUYKHX Jiena. Y pajly ce aHaJIu3upa ynorpeda yMETHHHA Kao CPE/CTaBa 3a
Hpare HOBIIA U pa3Marpa yiora freeportoa y NpHKpHBamy, IPEHOCY M HHTETPALMjH He3a-
KOHHTHUX (pMHAHCH]CKHX TOKOBA. Pai ce 3acHMBa Ha aHAIM3M aKaJeMCKe JUTepaType, IpaB-
HHX CTY/IMja ¥ THCTUTYIIMOHATHHX JJOKyMEHaTa, & TEOPHjCKH je yTeMEJbeH y IUPHM OKBH-
pHMa OpraHM30BaHOT U (DMHAHCHjCKOT KpUMHUHAIA. neHTnduKoBaHu Cy KIbYYHH MeXa-
HHU3MH ITyTeM KOjUX C€ YMETHHYKA Jejla KOpUCTE Yy [IeMaMa Mparma HOBIA, YKIbY4yjyhu
MaHHMITyJIanyjy BpenHomhy, IprBaTHe TpaHcakimje, offshore BnacHI4Ke CTpyKType H (u-
HaHcHjamm3ai|jy ymetHoctu. [loceOHa maxma mocseheHa je pa3Bojy U IpaBHO] IPUPOIH
freeport-oBa, KOjU ce aHATM3HUPA]y Kao MPOCTOPH PETyIaTOPHE H3y3E€THOCTH MOTOHH 32 TI0-
pecKy eBa3ujy ¥ Ipame HOBL@A. 3aKibydyje ce 1a 3710ynorpeba ymeTHuHa U freeportosa
HPE/ICTaBJba CUCTEMCKH IIPoOJIeM HoBe3aH ca (hHHAHCHjaIN3aIjoM, peryaaTopHoM dpar-
MEHTAIIMjOM U TPaHCHAIIMOHATHOM MOOMIHOMNY Karmutana. ako cy caBpeMeHH peryia-
TOpPHH HAIIOpH, HAPOUHUTO Ha HIBOY EBporicke yHHUje, 3HaUajaH KOpaK HaIpes, U Iajbe Mo-
CTOje 030MJBHH HEIOCTalH Y MOTJIe/y TPAHCTIAPEHTHOCTH, HICHTH(HKALIN]E CTBAPHOT Blla-
CHMIITBA U edukacHOr Ham3opa. EdukacHa mpeBeHIMja 3aXTeBa KOOPAWHHCAH U CBeE-
00yXBaTaH NPHUCTYI KOj! MPEBa3Ia3y TPaJUIIHOHATHE OKBHPE (DMHAHCH]CKE PEryJIalyje.

KibyuHe peun: Tp)XuIITe yMETHHHA, IPake HOBLA, fieeport-0BU, (GPHHAHCH]jCKI
KpUMUHaJI, IOpecKa IpeBapa.

INTRODUCTION

The global art market has been repeatedly identified as one of the
sectors most vulnerable to financial crime, particularly money laundering
and tax evasion, due to its structural opacity, weak regulatory oversight,
and reliance on private transactions (Dagirmanjian, 2019; Baranello,
2021). Unlike the financial sector, which has been subjected to increasingly
stringent anti-money laundering (AML) obligations, the art market has his-
torically remained on the periphery of regulatory attention, allowing illicit
financial flows to be concealed through legitimate-appearing transactions
(Mosna, 2022).

Scholarly literature emphasises that contemporary money launder-
ing rarely occurs exclusively within traditional banking systems. Instead,
organised criminal actors increasingly exploit non-financial markets char-
acterised by high discretion, limited transparency, and subjective valuation
mechanisms (Schneider, 2013). In this context, artworks represent particu-
larly attractive assets. Their high value, portability, and speculative pricing
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enable them to function as stores of value and instruments for the integra-
tion of illicit proceeds into the legal economy (Dagirmanjian, 2019; Hel-
gadottir, 2020). Transactions involving artworks frequently take place
through intermediaries, private sales, or offshore entities, further compli-
cating efforts to trace ownership and financial flows (Baranello, 2021).

The vulnerability of the art market is further intensified by the grow-
ing role of freeports. Originally conceived as special customs zones de-
signed to facilitate international trade by allowing goods to be stored with-
out immediate payment of customs duties or taxes, freeports have under-
gone a significant functional transformation (Schwarzkopf & Backsell,
2020). Contemporary freeports—often referred to as ‘luxury freeports’—
are no longer primarily oriented toward the circulation of goods but toward
the long-term storage of high-value assets, particularly artworks (Helga-
déttir, 2020). These facilities provide secure environments in which art-
works may be held indefinitely, transferred between owners, or used as
collateral, frequently without triggering customs declarations or public dis-
closure (Saleeby, 2023).

Although the manuscript initially refers to fiscal decentralisation in
the context of money laundering risks, a more precise analytical framing
requires a clear distinction between classical models of fiscal decentralisa-
tion and the dynamics of regulatory fragmentation and fiscal competition.
In public finance theory, fiscal decentralisation denotes the vertical distri-
bution of taxing and spending powers among different levels of govern-
ment, primarily aimed at enhancing democratic accountability, institutional
responsiveness, and efficiency in public service provision. Within the Eu-
ropean Union, this model is embedded in the broader principle of subsidi-
arity, which seeks to balance centralised coordination with national auton-
omy in economic governance. However, in the context of financial crime,
the relevant phenomenon is not decentralisation itself, but rather the struc-
tural asymmetries and regulatory gaps that emerge within multi-level gov-
ernance systems.

Regulatory fragmentation refers to the coexistence of divergent fis-
cal, legal, and supervisory regimes across jurisdictions, which enables stra-
tegic exploitation by actors seeking to minimise regulatory exposure and
fiscal obligations. Despite substantial progress in regulatory harmonisa-
tion, significant differences persist across EU member states in terms of
enforcement capacity, institutional coordination, and transparency stand-
ards. These asymmetries facilitate regulatory arbitrage, allowing assets,
transactions, and ownership structures to be relocated across jurisdictions
in ways that obscure beneficial ownership and enable economic actors to
remain effectively ‘under the fiscal radar.” In highly globalised financial
environments, such fragmentation significantly weakens the effectiveness
of anti-money laundering frameworks and tax oversight mechanisms.
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These vulnerabilities are further amplified by the decentralisation of
governance functions and accountability mechanisms, particularly at the
subnational level. While decentralisation is widely associated with im-
proved democratic participation and policy responsiveness, empirical re-
search demonstrates that it may simultaneously weaken oversight capacity
and produce fragmented accountability structures. Uneven institutional de-
velopment, limited administrative resources, and weak inter-agency coor-
dination contribute to persistent regulatory blind spots. In such contexts,
deficiencies in data sharing and interoperability between fiscal authorities,
customs administrations, and financial intelligence units further constrain
effective detection and monitoring of complex financial flows.

The interaction between regulatory fragmentation and the special-
ised legal regimes governing freeports intensifies these systemic risks.
Freeports operate as spaces of regulatory exception, combining customs
exemptions, fiscal privileges, and restricted transparency obligations. Em-
bedded within fragmented regulatory environments, these zones enable
ownership transfers, asset valuation practices, and long-term storage ar-
rangements to occur largely beyond effective supervisory scrutiny. Conse-
quently, the vulnerabilities associated with freeports and the art market are
more accurately attributed to regulatory fragmentation and fiscal competi-
tion rather than to fiscal decentralisation itself. Conceptual clarity in this
regard is essential for developing targeted regulatory responses focused on
enhanced cross-border cooperation, institutional interoperability, and har-
monisation of supervisory standards.

From the perspective of organised crime, the convergence of art-
works and freeports offers a particularly efficient mechanism for launder-
ing illicit proceeds. Organised criminal groups increasingly rely on legal
markets and professional intermediaries to obscure the origins of criminal
assets, blurring the distinction between lawful and unlawful economic ac-
tivity (Shelley, 2000; Schneider, 2013). The art market, supported by free-
port infrastructure, exemplifies this dynamic by providing legally sanc-
tioned spaces in which illicit wealth can be stored, transferred, and gradu-
ally legitimised (Dagirmanjian, 2019; Mosna, 2022).

Recent regulatory initiatives at the European and international levels
have begun to address these risks by extending AML obligations to certain
art market participants. However, existing literature suggests that signifi-
cant regulatory gaps remain, particularly with regard to beneficial owner-
ship transparency, due diligence obligations, and the effective supervision
of freeport activities (Mosna, 2022; Baranello, 2021). As a result, artworks
and freeports continue to occupy a critical position within contemporary
money laundering schemes.

Against this background, this paper examines the role of artworks
and freeports in facilitating money laundering and tax evasion, situating
the analysis within broader theoretical frameworks of organised and finan-
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cial crime. By drawing on existing academic and policy literature, the paper
seeks to contribute to a clearer understanding of the mechanisms enabling
abuse and to inform ongoing debates on regulatory reform in non-financial
markets.

AIM AND METHODOLOGY
Aim of the Paper

The primary aim of this paper is to analyse the use of artworks as
instruments of money laundering and to examine the role of freeports in
facilitating such practices within the contemporary art market. Existing
scholarship has emphasised that the art market represents a particularly
vulnerable sector due to its opacity, discretionary valuation practices, and
limited application of anti-money laundering safeguards (Dagirmanjian,
2019; Baranello, 2021). Building on this literature, the paper seeks to
demonstrate how artworks and freeports operate as mutually reinforcing
mechanisms within broader systems of organised and financial crime.

In addition to this general objective, the paper pursues several spe-
cific aims. First, it aims to identify and explain the principal mechanisms
through which artworks are used for money laundering, including valua-
tion manipulation, private sales, and the involvement of intermediaries and
corporate vehicles (Dagirmanjian, 2019; Mosna, 2022). Second, it aims to
analyse the historical development and functional transformation of free-
ports, emphasising their shift from trade-facilitating customs zones to long-
term storage facilities for high-value assets (Schwarzkopf & Backsell,
2020; Helgadéttir, 2020). Third, the paper aims to assess how freeports
have become sites for tax avoidance, the storage of smuggled artworks, and
the circumvention of existing AML controls (Saleeby, 2023; Baranello,
2021). Finally, the paper aims to explore the possibilities for detecting and
preventing money laundering and tax fraud within the art market, with par-
ticular attention to recent regulatory initiatives at the European level
(Mosna, 2022).

Methodology

This paper adopts a qualitative research methodology based on the
analysis of secondary sources. The research draws on academic literature,
legal scholarship, policy reports, and regulatory documents addressing
money laundering, organised crime, and the governance of the art market.
Such an approach is consistent with prior criminological and legal analyses
that emphasise the importance of doctrinal and conceptual examination in
understanding complex financial crime phenomena (Shelley, 2000; Schneider,
2013).
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The methodological framework combines doctrinal analysis of anti-
money laundering regulations with a comparative examination of reg-
ulatory responses to the art market and freeports, particularly within the
European Union. By integrating perspectives from criminology, legal stud-
ies, and financial crime research, the paper seeks to identify structural vul-
nerabilities that enable the misuse of artworks and freeports for illicit pur-
poses (Baranello, 2021; Mosna, 2022). Given the theoretical and analytical
focus of the study, no empirical methods are employed; instead, the analy-
sis concentrates on conceptual clarification and critical assessment of ex-
isting regulatory and enforcement challenges.

THEORETICAL FRAMEWORK:
ORGANISED CRIME AND MONEY LAUNDERING

Organised Crime and Financial Crime

Contemporary scholarship conceptualises organised crime as a
structured, continuous form of criminal activity aimed primarily at profit
generation through the exploitation of both illegal and legal economic
structures (Shelley, 2000). Rather than operating outside the formal econ-
omy, organised criminal groups increasingly embed themselves within
lawful markets, institutions, and professions, using legal instruments to
conceal illicit activities and legitimise criminal proceeds (Shelley, 2000;
Schneider, 2013). This embeddedness represents a defining characteristic
of modern organised crime and significantly complicates detection and en-
forcement efforts. Globalisation, as a process that has contributed to the
expansion of markets and the creation of broad international business, cul-
tural, and other forms of cooperation, the exchange of information, and hu-
man migration, has also enabled organised crime to transcend national bor-
ders and, through its organisational structures and modes of operation, as-
sume a global dimension (Boskovi¢, 2021:30).

Financial crime constitutes a central pillar of organised criminal ac-
tivity. Schneider (2013) demonstrates that illicit financial flows associated
with tax fraud, corruption, and organised crime account for a substantial
share of transnational criminal profits, often exceeding revenues derived
from conventional criminal activities. These flows are facilitated by glob-
alisation, regulatory fragmentation, and disparities between national legal
systems, which enable criminal actors to move assets across borders and
jurisdictions with relative ease (Schneider, 2013). As a result, organised
crime increasingly prioritises strategies aimed at the concealment and inte-
gration of financial proceeds rather than direct engagement in high-risk
criminal acts.

A recurring theme in the literature is the reliance of organised crime
on professional intermediaries and legitimate service providers. Lawyers,
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accountants, financial advisors, and market intermediaries may—whether
knowingly or inadvertently—contribute to the facilitation of criminal
schemes by providing expertise that allows illicit activities to appear lawful
(Shelley, 2000). This reliance on legality as a cover for criminal conduct
blurs the distinction between lawful and unlawful economic activity, cre-
ating regulatory and ethical challenges for states and institutions tasked
with combating financial crime.

Money Laundering Beyond the Financial Sector

Money laundering is commonly described as a process through
which proceeds derived from criminal activities are transformed into assets
that appear legitimate. Classical models identify three stages of laundering:
placement, layering, and integration. While this framework remains ana-
lytically useful, recent research emphasises that contemporary laundering
practices increasingly extend beyond the traditional financial sector
(Schneider, 2013; Baranello, 2021). Heightened regulatory scrutiny of banks
and financial institutions has incentivised criminal actors to seek alternative
channels that offer lower levels of oversight and reporting obligations.

Non-financial markets dealing in high-value goods have emerged as
particularly attractive environments for laundering activities. These mar-
kets often combine significant economic value with weak transparency re-
quirements and discretionary pricing mechanisms, creating opportunities
for the concealment of illicit proceeds (Dagirmanjian, 2019). Among these
sectors, the art market occupies a distinctive position. Artworks function
simultaneously as cultural objects and financial assets, enabling them to
serve as stores of value, speculative investments, and instruments for
wealth transfer (Helgadottir, 2020).

The literature identifies several characteristics of artworks that make
them especially suitable for money laundering. These include high mone-
tary value combined with physical portability, subjective valuation pro-
cesses, limited price transparency, and the prevalence of private transac-
tions conducted through intermediaries (Dagirmanjian, 2019; Baranello,
2021). Moreover, ownership of artworks may be obscured through the use
of shell companies, trusts, or offshore entities, further complicating efforts
to trace financial flows and beneficial ownership (Mosna, 2022).

Recent criminological research has also highlighted the phenome-
non of ‘art laundering,” referring to practices through which illegally
sourced or illicitly acquired artworks are gradually introduced into the legal
market, thereby cleansing both the object and the associated financial pro-
ceeds (Mosna, 2022). This process illustrates how money laundering and
art crime may intersect, reinforcing the need to analyse the art market within
broader frameworks of organised and financial crime rather than as an
isolated or marginal phenomenon.
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Taken together, these theoretical perspectives underscore the im-
portance of expanding analytical and regulatory approaches to money laun-
dering beyond the confines of the financial sector. Understanding how or-
ganised crime exploits non-financial markets, such as the art market, pro-
vides the conceptual foundation for examining the specific mechanisms
through which artworks and related infrastructures—including freeports—
are incorporated into contemporary laundering schemes.

ARTWORKS AS A TOOL FOR MONEY LAUNDERING
Structural Characteristics of Artworks Relevant for Money Laundering

A wide range of academic and policy-oriented literature identifies
the art market as particularly vulnerable to money laundering due to a spe-
cific constellation of structural characteristics that distinguish artworks
from other high-value commodities (Dagirmanjian, 2019; Baranello,
2021;). Illicit trafficking in cultural property may take various forms, in-
cluding the theft of valuable objects from museums, libraries, and other
cultural institutions or private collections, the looting and desecration of
archaeological sites, as well as widespread plundering during armed con-
flicts (Krsti¢, 2023:100). Unlike standardised financial assets, artworks
lack objective valuation benchmarks. Prices are shaped by speculative
mechanisms, reputational dynamics, provenance narratives, and market
perception, all of which allow for significant manipulation (Dagirmanjian,
2019; Mosna, 2022).

The high value-to-size ratio of artworks further enhances their at-
tractiveness for illicit purposes. Artworks may embody substantial mone-
tary value while remaining physically compact, easily transportable, and
storable over long periods, enabling cross-border value transfers without
reliance on regulated financial channels (Helgadottir, 2020.). These char-
acteristics align with broader trends identified in financial crime research,
which emphasise the shift of laundering activities toward non-financial as-
sets capable of storing and transferring value discreetly (Schneider, 2013).

Opacity is repeatedly highlighted as a defining feature of the art mar-
ket. Transactions are frequently conducted through private sales, interme-
diaries, or confidential agreements, with limited disclosure of transaction
values or ownership information (Baranello, 2021; Dagirmanjian, 2019).
Institutional analyses confirm that this lack of transparency creates sys-
temic vulnerabilities, particularly in contexts where customer due diligence
obligations have historically been weak or absent (Mosna, 2022).

Artworks as Financial Assets and Alternative Investment Vehicles

Recent scholarship increasingly frames artworks as financial assets
integrated into broader investment and wealth management strategies (Hel-
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gadottir, 2020). This financialisation of art has expanded opportunities for
its use in laundering schemes by blurring the boundary between cultural
value and economic function. Artworks may operate as stores of value,
speculative investments, and collateral, thereby facilitating the integration
of illicit funds into the formal economy (Dagirmanjian, 2019; Baranello,
2021).

The treatment of artworks as alternative investment vehicles is par-
ticularly relevant from a money laundering perspective. Criminal actors
may acquire artworks using illicit proceeds, retain them over extended pe-
riods, and subsequently resell them at inflated prices, presenting illicit
gains as legitimate returns on investment (Baranello, 2021). Such practices
are often embedded within private transactions, limiting the availability of
data for regulatory scrutiny (Mosna, 2022).

Scholarly analyses further note that art investment advisory ser-
vices, funds, and wealth management structures contribute to the normali-
sation of artworks within financial portfolios (Helgadottir, 2020). While
these mechanisms are not inherently illicit, they may be exploited by crim-
inal actors seeking to legitimise illicit wealth through complex and legally
sophisticated arrangements (Schneider, 2013).

Common Money Laundering Schemes Involving Artworks

The literature identifies several recurring schemes through which
artworks are incorporated into money laundering operations. One of the
most frequently discussed mechanisms involves deliberate overvaluation
or undervaluation of artworks. Overvaluation enables the injection of illicit
funds into the market, while undervaluation may be used to minimise tax
liabilities or disguise transfers of value (Dagirmanjian, 2019; Baranello,
2021).

Private sales constitute another major risk factor. Unlike public auc-
tions, private transactions are often characterised by confidentiality, lim-
ited documentation, and reduced scrutiny, making them particularly attrac-
tive for laundering purposes (Mosna, 2022). The involvement of interme-
diaries—such as dealers, consultants, or agents—further obscures the iden-
tities of buyers and sellers, complicating efforts to establish beneficial own-
ership (Baranello, 2021).

Corporate vehicles and offshore entities play a central role in many
laundering schemes involving art. Artworks may be acquired, held, and
transferred through shell companies or trusts, creating complex ownership
structures that hinder traceability (Helgadottir, 2020; Schneider, 2013).

Another mechanism discussed in the literature involves the use of
artworks as collateral for loans. By securing financing against high-value
art objects, criminal actors may obtain liquidity without selling the artwork,
thereby integrating illicit funds into the financial system while preserving
the asset itself (Helgadottir, 2020). This practice further illustrates the con-
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vergence between art markets and financial systems, reinforcing vulnera-
bilities associated with financial crime (Baranello, 2021).

Art Laundering, Illicit Provenance, and Cultural Property Crime

Beyond the laundering of money through legally acquired artworks,
recent research highlights the phenomenon of ‘art laundering,” referring to
processes through which illicitly sourced artworks are introduced into the
legal market (Mosna, 2022). In such cases, the artwork itself constitutes the
product of criminal activity, often involving theft, illegal excavation, or
smuggling. Through successive transactions, falsified provenance, or the
passage of time, these objects may gradually acquire an appearance of le-
gitimacy (Dagirmanjian, 2019).

Institutional assessments of crime against cultural property confirm
that illicit trafficking in artworks and antiquities remains closely linked to
broader systems of organised crime and financial crime (INTERPOL,
2021). Illegally sourced artworks may serve both as commodities generat-
ing profit and as instruments for laundering proceeds derived from other
criminal activities, reinforcing the intersection between cultural property
crime and money laundering (4ssessment of Crime against Cultural Prop-
erty, 2021).

Scholarly and policy-oriented analyses emphasise that weaknesses
in provenance research, documentation, and due diligence practices con-
tribute significantly to the persistence of art laundering (Baranello, 2021).
Where documentation is incomplete or unverifiable, illicitly sourced art-
works may circulate within the market with limited risk of detection, par-
ticularly when combined with private sales and offshore ownership struc-
tures (Helgadottir, 2020).

Regulatory Responses and Persistent Vulnerabilities in the Art Market

Despite growing recognition of the risks associated with the art mar-
ket, regulatory responses remain fragmented. While recent initiatives have
extended anti-money laundering obligations to certain art market partici-
pants, scholars note that these measures have not fundamentally altered the
structural vulnerabilities of the sector (Mosna, 2022). Threshold-based re-
porting requirements and exemptions for smaller transactions continue to
allow significant volumes of illicit activity to remain outside effective reg-
ulatory oversight (Dagirmanjian, 2019).

Institutional reports further highlight that the transnational nature of
the art market complicates enforcement efforts. Differences in national reg-
ulatory frameworks create opportunities for regulatory arbitrage, enabling
criminal actors to exploit jurisdictions with weaker oversight (Schneider,
2013). These vulnerabilities are amplified when artworks are stored or
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traded within infrastructures designed to minimise regulatory interference,
such as freeports—a dynamic examined in the following section.

FREEPORTS: ORIGIN, DEVELOPMENT AND ABUSE
The Historical Emergence and Legal Foundations of Freeports

Freeports emerged as legal and economic instruments intended to
facilitate international trade by allowing goods to be stored, processed, or
re-exported without the immediate payment of customs duties or taxes.
Historically, such zones were associated with major trading hubs and ports,
where they functioned as mechanisms for accelerating commercial circu-
lation and reducing transaction costs (Schwarzkopf & Backsell, 2020).
Their original rationale was therefore rooted in trade facilitation rather than
wealth storage or financial secrecy.

While some early freeports developed within contexts shaped by co-
lonial trade routes, contemporary legal scholarship cautions against reduc-
ing freeports to colonial remnants (Schwarzkopf & Backsell, 2020). In-
stead, their persistence and expansion reflect broader structural features of
modern economic systems, including the differentiation of customs terri-
tories and the use of special legal regimes to promote competitiveness.
Freeports have consequently developed across a wide range of jurisdic-
tions, demonstrating that they constitute a global phenomenon rather than
a geographically or historically limited one (Helgadottir, 2020).

From a legal perspective, freeports occupy an ambiguous position.
Although they are physically located within the territory of a state, they
operate under special customs regimes that partially suspend the applica-
tion of ordinary tax and customs rules (Schwarzkopf & Backsell, 2020).
This legal exceptionalism has been identified as a core feature shaping both
their economic appeal and their vulnerability to misuse.

From trade Facilitation to Luxury Storage

In recent decades, freeports have undergone a profound functional
transformation. Rather than serving primarily as temporary transit points
for goods in circulation, many freeports have evolved into long-term stor-
age facilities for high-value assets, particularly artworks and other luxury
goods (Helgadottir, 2020).

Scholars describe contemporary freeports as ‘luxury freeports,” em-
phasising their integration into offshore wealth management strategies
(Helgadottir, 2020). These facilities offer high levels of physical security,
climate-controlled storage, and confidentiality, while simultaneously
providing legal and fiscal advantages. Artworks stored in freeports may
remain outside the customs territory for extended periods, allowing owners
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to defer or avoid the payment of import duties and value-added tax
(Baranello, 2021).

Policy-oriented analyses further note that the transformation of free-
ports has been driven by increased regulatory pressure on traditional finan-
cial institutions. As banking and financial sectors have become subject to
stricter anti-money laundering obligations, alternative infrastructures for
storing and transferring value have gained prominence (Schneider, 2013;
Helgadattir, 2020).

Regulatory Opacity and Governance Gaps

A recurring theme in both academic and institutional literature is the
characterisation of freeports as spaces of regulatory opacity. Although free-
ports operate lawfully under national customs frameworks, their special
status often limits the scope and intensity of oversight exercised by tax au-
thorities, customs administrations, and financial regulators (Saleeby, 2023).

The lack of transparency regarding ownership constitutes a particu-
larly significant concern. Artworks stored in freeports are frequently
owned through corporate vehicles, trusts, or offshore entities, obscuring
beneficial ownership and complicating efforts to trace financial flows (Hel-
gadottir, 2020; Mosna, 2022). Analyses emphasise that freeport operators
are often not subject to comprehensive due diligence obligations compara-
ble to those imposed on financial institutions, creating regulatory blind
spots that may be exploited for illicit purposes (Saleeby, 2023).

Institutional reports at the European level have repeatedly warned
that freeports may function as safe havens for illicit assets, including smug-
gled artworks and the proceeds of financial crime (EPRS, 2017).

Freeports do not merely function as storage facilities but operate as
legally structured environments in which ownership rights over stored as-
sets can be transformed into transferable financial claims. A central legal
mechanism enabling this transformation is the warehouse receipt, which,
under uniform commercial law traditions, constitutes a negotiable instru-
ment representing title to the stored goods. Historically, warehouse receipts
emerged as instruments facilitating commercial credit, allowing stored
commodities to serve as collateral and to circulate as substitutes for physi-
cal goods within financial transactions (Llewellyn, 1944; Harvard Law Re-
view, 1916). As negotiable documents of title, these receipts enable the
transfer of ownership rights independently of the physical movement of the
underlying asset, thereby allowing goods to circulate within financial sys-
tems without leaving storage facilities. This legal abstraction effectively
converts material objects into mobile financial instruments, reinforcing
their role as vehicles for credit creation, collateralisation, and asset securit-
isation (Burman, 1948).

This functional decoupling of physical custody and legal ownership
is legally enabled through specific commercial law instruments, most no-
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tably warehouse receipts, which play a central role in the financialisation
of stored artworks. In the context of freeports and the global art market,
warehouse receipts perform a particularly significant function in the finan-
cialisation of artworks. By enabling ownership transfers, collateralisation,
and secondary market transactions without physical relocation, these in-
struments facilitate the transformation of artworks into quasi-financial as-
sets, embedded within complex structures of secured lending, receivables
financing, and asset-backed transactions (Burman, 1948). This process sig-
nificantly enhances liquidity while simultaneously reducing transparency,
as changes in beneficial ownership can occur entirely within documentary
and contractual frameworks. The negotiable character of warehouse re-
ceipts thus allows artworks to circulate within financial networks in ways
analogous to securities, intensifying the disjunction between physical pos-
session, legal ownership, and economic control (Llewellyn, 1944). Within
regulatory environments characterised by fragmented oversight and limited
cross-border data interoperability, this structural separation creates signif-
icant vulnerabilities to money laundering, asset concealment, and regula-
tory arbitrage (Harvard Law Review, 1916). As a result, warchouse re-
ceipts become not merely technical instruments of commercial law, but
central mechanisms through which freeports contribute to the broader fi-
nancialisation of art and the concealment of illicit financial flows.

Freeports, Money Laundering, and Tax Evasion

From the perspective of money laundering, freeports offer a unique
combination of advantages. They enable the storage of high-value artworks
outside the formal customs territory, allow ownership to change without
physical transfer, and minimise reporting and disclosure requirements
(Helgadottir, 2020; Saleeby, 2023). These features make freeports particu-
larly attractive for the layering and integration stages of money laundering,
during which illicit assets are distanced from their criminal origins (Schnei-
der, 2013).

Tax evasion and aggressive tax avoidance constitute an additional
dimension of freeport misuse frequently highlighted in the literature. By
storing artworks in freeports, owners may defer or avoid taxes that would
otherwise be payable upon import or sale, effectively transforming imme-
diate tax liabilities into indefinite obligations (Baranello, 2021). While
such practices may fall within the boundaries of formal legality, scholars
emphasise that they often operate at the margins of regulatory intent and
may intersect with money laundering schemes when combined with
opaque ownership structures and illicit funds (Helgadottir, 2020).

Importantly, freeports do not operate in isolation. They form part of
broader ecosystems of financial secrecy and regulatory arbitrage that ena-
ble criminal actors to exploit differences between national legal systems
(Schneider, 2013; Schwarzkopf & Backsell, 2020). Addressing the risks
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associated with freeports therefore requires not only targeted reforms of
freeport regimes but also enhanced coordination between customs author-
ities, tax agencies, and anti-money laundering bodies at both national and
international levels (Mosna, 2022; Saleeby, 2023).

Taken together, the literature demonstrates that freeports have evolved
from trade-facilitating instruments into infrastructures that may enable money
laundering and tax evasion when combined with the characteristics of the
art market. This evolution underscores the importance of examining
detection and prevention mechanisms capable of addressing the complex
and transnational nature of these practices.

Case Study: the Bouvier Affair Ryboloviev Case

The so-called Bouvier Affair represents one of the most illustrative
contemporary cases demonstrating how regulatory gaps, market opacity,
and freeport infrastructures can be exploited in high-value art transactions.
The case revolves around Swiss art dealer and freeport operator Yves Bou-
vier and Russian billionaire collector Dmitry Rybolovlev, who between
2002 and 2014 acquired a collection of masterpieces valued at approxi-
mately USD 2 billion. Subsequent investigations revealed that Bouvier sys-
tematically misrepresented acquisition prices, purchasing artworks through
intermediaries and reselling them to Rybolovlev at substantially inflated
values, often exceeding the original price by tens of millions of dollars per
transaction (Furman, 2023; Rapoza, 2019; Dos Santos, 2021). Judicial pro-
ceedings conducted in multiple jurisdictions, including Switzerland, Mon-
aco, France, Singapore, and the United States, documented a complex
scheme involving offshore entities, contractual secrecy, and multi-layered
ownership structures, which collectively enabled valuation manipulation
and concealment of beneficial ownership (Furman, 2023; Kinsella, 2021).

A central operational component of this scheme was the strategic
use of freeports as logistical and legal hubs that enabled the decoupling of
physical custody from legal and economic ownership. By storing artworks
in highly securitised freeport facilities, Bouvier was able to orchestrate
ownership transfers, collateral arrangements, and valuation adjustments
without requiring the physical relocation of the objects, thereby signifi-
cantly enhancing transactional secrecy (Berniker, 2020; Helgadottir, 2019).
This structural separation allowed artworks to circulate within contractual
and financial frameworks in a manner analogous to financial securities,
reinforcing their transformation into instruments of speculative investment
and value transfer (Helgadottir, 2019; Tiefenbrun, 2013). The opacity inherent
in freeport regimes—characterised by restricted disclosure obligations, limited
customs oversight, and fragmented regulatory supervision—thus played a
decisive role in enabling regulatory arbitrage and shielding complex
transactional chains from effective fiscal scrutiny (Tiefenbrun, 2015;
Vanderbilt Journal of Entertainment & Technology Law, 2023).
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From a regulatory and criminological perspective, the Bouvier Af-
fair highlights how high-value art transactions, when embedded within
freeport infrastructures and offshore financial architectures, generate par-
ticularly favourable conditions for money laundering, tax evasion, and
large-scale financial fraud. The case demonstrates how price manipulation,
jurisdictional fragmentation, and documentary-based ownership transfers
jointly undermine transparency, complicating the reconstruction of trans-
actional histories and beneficial ownership chains (Furman, 2023; Helga-
dottir, 2019). More broadly, this affair illustrates the structural conver-
gence of regulatory blind spots, commercial secrecy, and asset financiali-
sation within the global art market, confirming that the risks associated
with freeports are not merely theoretical but empirically substantiated
within contemporary transnational financial practices (Vanderbilt Journal
of Entertainment & Technology Law, 2023; Tiefenbrun, 2013).

DETECTION AND PREVENTION OF TAX FRAUD
AND MONEY LAUNDERING

The detection and prevention of money laundering and tax fraud in
the art market and freeport environment pose significant challenges due to
the structural opacity of these sectors and the limited applicability of tradi-
tional anti-money laundering frameworks. A consistent finding across ac-
ademic and institutional analyses is that existing AML regimes were de-
signed primarily for financial institutions and remain insufficiently adapted
to non-financial markets characterised by discretion, subjective valuation,
and private transactions (Baranello, 2021; Mosna, 2022; FATF, 2021).

One of the most persistent obstacles to effective detection is the lack
of transparency regarding beneficial ownership. Institutional assessments
emphasise that the widespread use of intermediaries, shell companies, and
offshore entities in art transactions obscures the identity of ultimate owners
and complicates the tracing of financial flows (FATF, 2021; Helgadottir,
2020). Freeports intensify this problem by enabling ownership transfers
without physical movement of artworks, thereby reducing opportunities for
customs inspection and regulatory scrutiny (Saleeby, 2023; EPRS, 2017).

International policy documents repeatedly highlight that the art mar-
ket and freeports present elevated risks precisely because they fall within
the category of designated non-financial businesses and professions, where
customer due diligence and reporting obligations have historically been
weak or inconsistently applied (FATF, 2021). While recent regulatory ini-
tiatives, particularly within the European Union, have extended AML ob-
ligations to certain art market participants, scholars argue that threshold-
based approaches and limited enforcement capacities continue to under-
mine their effectiveness (Mosna, 2022).
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The prevention of tax fraud linked to artworks and freeports raises
additional concerns. Analyses indicate that long-term storage of artworks
in freeports enables the deferral or avoidance of import duties and value-
added tax, creating opportunities for aggressive tax avoidance strategies
that may intersect with money laundering schemes (Helgadottir, 2020;
Baranello, 2021). European policy reports have warned that such practices
erode tax bases and undermine fiscal transparency, particularly when com-
bined with opaque ownership structures and cross-border transactions
(EPRS, 2017).

Institutional assessments of crime against cultural property further
demonstrate that money laundering through art cannot be separated from
broader patterns of illicit trafficking and organised crime. INTERPOL re-
ports emphasise that illegally sourced artworks and antiquities are fre-
quently integrated into legal markets through laundering processes that ex-
ploit weak provenance controls and inadequate oversight (4ssessment of
Crime against Cultural Property, 2021). These findings underscore the
need to address art-related money laundering not only as a financial crime
but also as a component of transnational organised crime affecting cultural
heritage (INTERPOL, 2021). International treaties and national regulatory
frameworks have significantly reshaped the architecture of the financial
system, resulting, inter alia, in the institutionalisation of Financial Intelli-
gence Units (FIUs) as central mechanisms for combating money launder-
ing and terrorist financing (Novakovi¢, 2025:183).

From a preventive perspective, the literature consistently empha-
sises the importance of strengthened due diligence obligations. Effective
provenance research, record-keeping, and risk-based customer due dili-
gence are identified as essential tools for detecting suspicious transactions
in the art market (Baranello, 2021; Mosna, 2022). However, policy anal-
yses note that compliance remains uneven, particularly among smaller
market participants and freeport operators who may fall outside the scope
of existing regulatory regimes (FATF, 2021; Saleeby, 2023).

Enhanced international cooperation is repeatedly identified as a pre-
requisite for effective prevention. Given the transnational nature of the art
market and freeport infrastructure, unilateral regulatory measures are in-
sufficient to address the risks posed by regulatory arbitrage and jurisdic-
tional fragmentation (Schneider, 2013; EPRS, 2017). Scholars and institu-
tions alike emphasise the need for systematic information sharing between
customs authorities, tax administrations, financial intelligence units, and
law enforcement bodies (Mosna, 2022; FATF, 2021).

Technological and data-driven approaches are increasingly dis-
cussed as complementary tools for improving detection and prevention.
The development of centralised databases on stolen art, improved prove-
nance documentation, and beneficial ownership registers may enhance the
capacity of authorities to identify suspicious patterns and transactions (IN-
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TERPOL, 2021). Nevertheless, the effectiveness of such measures depends
on the availability, accuracy, and interoperability of data across jurisdic-
tions, which remain uneven (EPRS, 2017; Saleeby, 2023).

Overall, existing academic and policy literature suggests that while
recent regulatory developments represent meaningful progress, they re-
main insufficient to fully address the risks associated with money launder-
ing and tax fraud in the art market and freeport environment. Effective de-
tection and prevention require a comprehensive approach that combines
enhanced transparency, robust due diligence obligations, strengthened
oversight of freeports, and sustained international cooperation. Without
such measures, artworks and freeports are likely to remain attractive instru-
ments for the concealment and integration of illicit financial flows.

CONCLUSION

This paper has examined the use of artworks and freeports as mech-
anisms within contemporary money laundering and tax fraud schemes, em-
phasising their structural and regulatory characteristics rather than isolated
cases of abuse. The analysis has demonstrated that the vulnerability of the
art market is not accidental but derives from its inherent opacity, subjective
valuation practices, and historically limited regulatory oversight. When
combined with the special legal and fiscal regimes governing freeports, these
characteristics create an environment in which illicit financial flows may
be concealed, transferred, and gradually integrated into the legal economy.

The findings indicate that artworks function effectively as instru-
ments for money laundering precisely because they occupy an ambiguous
position between cultural goods and financial assets. This dual nature ena-
bles artworks to serve simultaneously as stores of value, investment vehi-
cles, and tools for wealth transfer. Freeports reinforce these dynamics by
providing secure and discreet infrastructures that allow artworks to be
stored and transferred without triggering conventional mechanisms of fi-
nancial and customs scrutiny. In this sense, freeports operate as spaces of
regulatory exception that amplify the risks already present within the art
market.

Importantly, the misuse of freeports cannot be attributed solely to
their historical origins or to marginal legal loopholes. Rather, their contem-
porary role reflects broader transformations in global finance, including the
financialisation of assets, increased capital mobility, and regulatory pres-
sures on traditional financial institutions. Within this context, freeports
have become integral components of transnational systems of wealth man-
agement that may be exploited for both lawful and unlawful purposes.
Their involvement in money laundering and tax evasion therefore repre-
sents a systemic challenge rather than an anomaly.



310 M. Boskovi¢, N. Putnik, R. Lazi¢

The paper has also highlighted the limitations of existing regulatory
frameworks in addressing these risks. While recent extensions of anti-
money laundering obligations to parts of the art market represent an im-
portant step forward, they have not fundamentally altered the structural
conditions that enable abuse. Fragmented regulatory approaches, uneven
enforcement, and persistent gaps in transparency continue to create oppor-
tunities for regulatory arbitrage and exploitation by criminal actors.

From a preventive perspective, the analysis suggests that effective
responses must extend beyond isolated legislative measures. Enhancing
transparency, strengthening due diligence obligations, and improving over-
sight of freeports are necessary but insufficient on their own. Addressing
the risks associated with artworks and freeports requires a coordinated ap-
proach that integrates tax authorities, customs administrations, financial in-
telligence units, and law enforcement bodies at both national and interna-
tional levels. Without such coordination, efforts to combat money launder-
ing and tax fraud are likely to remain reactive and fragmented.

In conclusion, artworks and freeports occupy a critical position
within contemporary money laundering schemes due to their structural
characteristics and regulatory treatment. Recognising and addressing these
dynamics is essential for protecting the integrity of financial systems and
safeguarding both economic and cultural values. By situating the art market
and freeports within broader discussions of organised and financial crime,
this paper contributes to a more nuanced understanding of the challenges
involved and underscores the need for sustained regulatory and institu-
tional reform.
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3JIOYIIOTPEBA YMETHUYKHUX JEJIA Y HIEMAMA
ITPAIbA HOBHA U YJIOT'A CJIOBOJHUX HAPUHCKHUX
30HA (FREE PORTYS)

Musnua Bomkosuh', Henax Myruux?, Pagojuna Jlasuh!

l®akyurer 3a nunomartujy u 6e36eqnoct, beorpan, Cpbuja
>VuuBepsuter y Beorpany, ®@akynrer 6e36eau0cTH, beorpan, Cpouja

Pe3ume

Pan ananmsupa 3moynorpe0dy yMETHHYKHX Jella Kao MHCTpyMEHara 3a Iparbe
HOBIIa U MOPECKe MpeBape, ca MOCEOHMM OCBPTOM Ha YJIOTY CIIOOOTHHMX LAPHHCKHX
30Ha (eHr. freeports) y caBpeMeHOM TII00aTHOM TPXKHUINTY yMeTHHHA. [Tonazehu o uun-
CHULIE J1a TPIKHUIITE YMETHOCTH KapaKTEePHILLy CTPYKTYpHa HETPaHCIIAPEHTHOCT, Cy0-
JEeKTHBHHM MEXaHH3MH BpPEHOBaMbAa U HUCTOPH]CKH OrPAaHHYCH PEryJaTOpHH Haa3o0p,
ayTop yKasyje zla oBe 0COOMHE CTBapajy MOBOJEHO OKPYKEHhE 3a MPUKPUBAKE H JIeTa-
JIM3aLyjy He3aKOHUTHX (MHAHCH]CKHX TOKOBa. J[01aTHY PambHBOCT CHCTEMA YCIIOBJba-
Ba pa3Boj freeport-oBa, KOju cy 01 MHCTpyMEHATa 3a OJIaKIIaBame Mel)yHapoiHe Tpro-
BUHE €BOJIYHPAIIM y TyrOpOYHa CKJIAJUIITA BUCOKOBpPEIHE UMOBHHE, HAPOUUTO yMET-
HUYKHX Jena.

Teopujcky OKBUp pajia 3aCHMBA Ce HAa KOHIIENITUMA OPraHH30BaHOT U (hUHAHCH]-
CKOT' KpUMHMHaJIa, IIPU 4eMy ce Tpame HOBIa IocMarpa Kao Ipolec Koju ce uyenthe
W3J1a31 W3BaH TPAJAUIHOHATHOT (PMHAHCH]CKOT CEKTOPa U OCJIama ce Ha HeHAHCH]CKa
TPIXKHIITA BUCOKE BPEAHOCTH. Y TOM KOHTEKCTY, YMETHHYKA JIeJIa C€ aHAIM3HUPajy Kao
HOoCeOHO MOroIHa CPECTBA 3a MMParbe HOBIA 300T CBOje BUCOKE BPEAHOCTH, (HhH3NUKE
HPEHOCHBOCTH, HECTAHIapAN30BAHKX 1ICHA U YYeCTaInX MPUBATHUX TpaHcakiuja. [1o-
ceOHa maxkma mocBehieHa je MexaHn3MUMa 3JI0ynoTpede, Kao MITO Cy MaHWITyJIaIija
MPOLICHOM BPEIHOCTH, KopHuiheme MocpenHrka, o(IIop BIACHUYKUX CTPYKTypa H
TpeTHpamke YMETHHHA Kao (pUHAHCHjCKe aKTHBE MJIM KoJlaTepaa.
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VY pany ce maje pa3marpa IpaBHa NPHPOJAA M (QyHKIMOHAIHA TpaHChOpManuja
freeport-oBa, K0ju ce UISHTU(UKY]Y Kao IIPOCTOPH PEryIaTopHe H3Y3eTHOCTH, ca orpa-
HUYEHNM HaJ30pOM M CIaboM TpaHCIapeHTHoIhy BracHHUINTBA. OBAaKBO OKPYKEHe
oMoryhasa yropouHO CKJIaANIITEHhe YMETHHIKHUX JIeNIa, IIPOMEeHY BIACHUIITBA Oe3 (u-
3UYKOI IIPEMeELITamba MPeIMETa U OJUlarame MM n3beraBame NOPEeCKUX oOaBesa, LITO
freeport-oBe YnHM OTOAHUM 3a (ha3e ciojeBarba i HHTeTpallije y IpoLiecy Mparma HOBLIA.

MeTo0MIOMIKH, paJ] ce 3aCHMBA HA KBAIUTATHBHO] aHAIM3H aKaJleMCKe JINTepaTy-
pe, NpaBHUX CTyIHja ¥ MHCTHUTYLHOHAIHUX JTOKyMEHaTa, 0e3 IPUMEHE eMITMPUjCKUX
MeToJa. 3aKkJbydyje ce Ja 310ynoTpeda yMeTHHIKUX Jena 1 freeport-oBa He Ipe/cTaB-
Jba N30JI0BaHy I10jaBy, Beh cucTeMcKH mpoOiieM 1oBe3aH ca (MHAHCH]jaITH3aIHjOM, pe-
TyJaTOpHOM (pparMeHTannjoM ¥ TpaHCHAIMOHAITHOM MoOwmIHomhy kanurana. Mako cy
CaBpPEMEHH PEryJIaTOpHH HaropH, rmoceOHO Ha HHBOY EBporlicke yHHje, HONpUHENN
yHampehemy KOHTpOJIE, U ajbe MOCTOje 3HA4ajHH HEAOCTAIlM y TMOTJIeNy TpaHCIa-
PEHTHOCTH, HACHTU(HKAIjE CTBAPHOT BIACHHUIITBA U eUKACHOT Haa30pa. Paj 3akipy-
gyje na epUKacHa NMPEBEHLMja 3aXTeBa CBEOOYXBaTaH M KOOPAWHHCAH IMPUCTYI KOjU
yKJbydyje pruHAHCHjCKe, TTOPECKe, TAapUHCKE M OpTaHe 3a CIPOBOleme 3aKoHa.



