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Abstract: This scientific paper presents the knowledge and experiences relat-
ed to the legalization of criminal profit with a view to agricultural ownership 
transformation in the Republic of Serbia. We define the concept, the standards 
aimed against money laundering and the real threats which create the possi-
bility for this criminal offence in Serbia. The practical goal of the research is 
concerned with gaining further knowledge of the research topic, which would 
contribute to solving the current but also similar problems related to money 
laundering. In all countries transition privatization is a complex and painful 
process, and this refers to the agricultural sector particularly. This process is 
one of the fundamental factors of a market economy which must prevent legal-
ization of contaminated money through legal flows. Parallel to this, organized 
crime expands the field of money laundering activities in the process of agri-
cultural privatization. Starting from a previously defined problem the hypoth-
esis this paper is based on is as follows: the risks of money laundering and new 
techniques for its integration are not possible to eliminate, but it is necessary to 
make efforts and undertake adequate measures to minimize them, particularly 
in the field of agriculture. The problem has become additionally complex due 
to the fact that at the beginning of 2016 the Privatization Agency ceased its 
operation according to the Law on Amendments to the Law on Privatization. 
The paper uses both general and specific scientific methods and procedures of 
logical conclusion, statistical, as well as positivist legal method. The manner of 
research includes the selection and application of scientific methods, the selec-



Čudan, A., Ivanović, Z., Major, G. (2019). Legalization of criminal profit  
in the course of agricultural privatization

44

NBP • Journal of Criminalistics and Law
Vol. 24, No. 3

tion of data and the scope of research. The specific technique used to collect 
data in this paper includes case studies.
Keywords: privatization, money laundering, agriculture, crime.

INTRODUCTION

3  Etymologically the root of the word transition is in Latin words trans, which means over and eo, 
ire – go from which we have a derived word transition. Based on the said in economic sense we can 
consider that transition means transition to market economy. In contemporary flows we know quite 
reliably that the basis of transition is the transition from non-market to a market system. The project-
ed goal is to have more efficient economy and improve economic performance. 
4 The manner in which the state and consequently the Privatization Agency of the Republic of Ser-
bia approached this process may be best illustrated by the structure of new owners of privatized 
corporations. Among them are persons wanted by the police, “protected witnesses”, persons whom 
business activities have been examined by the Agency for the Fight against Organized Crime, people 
involved in drug trafficking, etc. The new owners in the largest number of cases showed no interest 
in improving the economy and considered the employees as ballast. The largest number of them can 
be classified as “controversial businessmen”. 

Agriculture is particularly important 
for the entire economy of the Republic 
of Serbia. Its significance has consider-
ably increased following the collapse of 
industrial production and the first effects 
of bad privatization. Due to the said rea-
sons the events surrounding agriculture 
are of crucial significance for the state-
of-affairs of economy in Serbia. With 
the global economic crisis intensifying 
and the disturbances in the financial 
markets the economy of the Republic of 
Serbia also entered a turbulent stage of 
development at the beginning of the new 
millennium. The connection between 
economy, agriculture and the results of 
economic crime is complex and multiple. 
Contemporary civilization flows bring 
characteristic security challenges taking 
into consideration, that new threats are 
also developing on a daily basis, such as 
various forms of economic destruction 
which include money laundering.

Agriculture is no exception for the ac-
tivities of criminal proceeds launderers. 
Unlike other branches of the economy, 
agriculture is the field where such activi-
ties are relatively easy to realize. In order 
to stop such activities, or at least reduce 

them, many institutions have been or-
ganized for the fight against them in al-
most every country in transition3  in the 
world.	

The most efficient means to weaken 
the agricultural privatization model is 
through economic crime. The model of 
privatization through selling public cap-
ital is the most susceptible one to vari-
ous forms of economic crime. Market 
globalization and money flows, on the 
one hand, and modern technologies and 
sophisticated payment manners on the 
other, open new possibilities and mod-
ify traditional manners of money laun-
dering. When a money laundering cycle 
is completed it confirms the profitability 
of a criminal activity and it can restart 
or continue through the reinvestment of 
laundered assets into a new legal business 
(Popov, 2013: 33). The conclusions and 
analysis will be directed at proving as to 
what extent criminal proceeds legaliza-
tion has compromised the process of ag-
ricultural privatization, as well as the level 
of damage this specific form of economic 
crime has impacted Serbian agriculture.4

National vulnerability, in addition to 
the capability of the state to defend itself 
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against money laundering threats, is also 
affected by the vulnerability of certain 
economic sectors which can be abused 
for money laundering and the financ-
ing of terrorism. The evaluation of the 

vulnerability of a sector should never be 
understood in absolute terms, in other 
words whether or not it is more or less 
vulnerable when compared with other 
sectors.

LEGAL FRAMEWORK AND CONCEPT OF PRIVATIZATION

The dilemmas related to reforms, 
transition and particularly privatiza-
tion have been present in the Republic 
of Serbia for many years. The said pro-
cess can be the cause of economic crime. 
Transformation of capital ownership, if 
it is not done in a legal and transparent 
manner, creates enormous and endless 
possibilities for economic crime within 
which money laundering takes a special 
place as the most complex form of eco-
nomic destruction. As in other countries 
in transition privatization represented a 
crucial element of structural reforms 
and had many goals among which we 
would single out higher economic ef-
ficiency, more income for the central 
budget, the development of the domestic 
capital market, as well as many others. 
The integrity of the privatization process 
is particularly debatable in the countries 
in transition, as well as in the countries 
of Eastern Europe.

In these countries a large part of na-
tional wealth was privatized. Criminal 
behaviour in economic and financial 
zones becomes a pattern of behaviour 
which is difficult to change. This pri-
marily includes activities such as money 
laundering. The effect of various forms 
of monetary destructions, both at the 
moment of sale and after suggests that 
more care must be taken in respecting 
transparent and reliable legal bounda-
ries. The interest of the state in imple-
menting the process of privatization is 

to ensure that this procedure is done in 
accordance with the defined rules.

Formally, privatization in Serbia has 
been going on for more than thirty years, 
but the public’s attitude towards privati-
zation has considerably changed during 
this period. It ranged from a necessary 
evil, as privatization was seen until the 
late 1990s, through short-term eupho-
ria to disappointment with the results 
achieved. At the beginning of the new 
millennium it is necessary to prove once 
again that private – privatized owner-
ship is more efficient than social owner-
ship. Recently the term ‘privatization’ in 
Serbia, as a rule, is accompanied by the 
adjective ‘raiding’, in other words this 
qualifier is implied (NALED, 2014: 8). 
From all the above aforementioned, the 
conclusion can be made that positive re-
sults of privatization, particularly those 
in the sphere of agriculture, have been 
extremely modest, and that the negative 
impacts have been fully evident. Its lack 
of success in the sphere of agriculture is 
measured in a few crucial aspects: eco-
nomic, social, unemployment growth, 
social insecurity, low wages, even the 
quantity of inflow of financial assets 
contaminated in the criminal zone. Pri-
vatization as a transition stage for the 
countries in transition was and still is 
one of the biggest opportunities for eco-
nomic crime, particularly money laun-
dering in its most complex and most 
current form of manifestation. Practice 
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has confirmed that the states prove to be 
bad hosts in the periods of transition. 
The Serbian economy from the early to 
mid-1990s was stranded in blocked pri-
vatization and from 2000 onward in a 
form of lagging privatization, while in 
the last two years it has been in the pro-
cess of re-examination and evaluation 
of the said process. Naturally, this issue 
also remains open for the future.

After the period of domination of so-
cial and public ownership, the process of 
privatization in our conditions was in-
itiated in 1989 by adopting the Federal 
Law on Social Capital of the SFRY.5 The 
said law opened the possibility to trans-
form a socially-owned company into a 
private company by issuing and selling 
internal shares. Thanks to this liberal 
and stimulating concept, the big, initial 
wave of privatization was launched. Af-
ter 1990 the Republic of Serbia started 
implementing the Republican Law6 on 
Conditions and Procedures of Transfor-
mation of Social Ownership into other 
forms of ownership.7

The new wave of privatization was 
launched in 1997 when the Law on Own-
ership Transformation was adopted.8 
The Law set out several models of pri-
vatization. The essential concept was still 
insider privatization, the basic model 
was to sell shares to the employees, with 
or without a discount, with the right of 
prior purchase. Foreign investors were 
also given the right to purchase. After 
political and initiated social changes in 
2000 the new Law on Privatization was 
adopted. The models set out in this Law, 
according to which privatization is still 
carried out in Serbia, include selling cap-

5  Official Gazette of the SFRY, No. 84/89 and 46/90. 
6 In its conceptual features the Republican Law was similar to the Federal Law, but in some postulates 
it was more restrictive in character. 
7  Official Gazette of the RS, No. 48/91, 75/91, 48/94 and 51/94.
8  Official Gazette of the RS, No. 32/97 and 10/01. 

ital and the transfer of capital without 
remuneration. In order to speed up and 
finalize the procedure of privatization 
the legal framework for this process has 
often been amended in recent years, and 
in 2014 the Law on Privatization was 
adopted, which provided a new model, 
and December 31, 2015 was set as the 
final term to complete privatization, 
which has only just been completed.

Many concepts and models of pri-
vatization exist, which vary regarding 
the techniques of their implementation 
as well as their post-privatization struc-
ture of ownership and the manner of 
the functioning of the company. There 
are four clear models: selling, repriva-
tisation (denationalization), transfer of 
shares to employees free of charge and 
stockholding of employees.

Selling: the widest accepted attitude 
is that selling, or market privatization is 
the most desirable form of ownership 
transformation of public property. How-
ever, it has been noted that this model 
can encounter considerable limitations, 
even abuses. Namely, we are talking 
about the lack of demand, and domestic 
resources are usually modest in compar-
ison with foreign capital which is in a 
position to select among a multitude of 
offers. The process of selling, as a rule, 
is carried out very slowly. Analysts of-
ten highlight the concept of mass pri-
vatization which makes it possible for 
the transfer of public to private owner-
ship to be quicker than other methods. 
The said concept of privatization has its 
weaknesses, which are created and initi-
ated by strong influential factors such as 
political, tycoons and competition elites 
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that aim to weaken it systematically. The 
most efficient means to weaken the pri-
vatization model is economic crime.

Employee shareholding as a prin-
ciple means, the transfer of shares par-
tially free of charge to the managers or 
employees of the companies which are 
being privatized. Therefore it represents 
a combination of selling and giving away 
shares free of charge, but the benefits of 
such transfers are limited to the people 
employed in a given company. The said 
model has serious faults. Such a concept 
creates possibilities to doubt the integ-
rity of management intentions, as well 
as various abuses and manipulations by 
the managers. In this way a number of 
procedures and activities on implemen-
tation of the model are questionable, as 
well as the efficiency of the company 
after the procedure is completed. The 

model with all its faults sets doubts into 
the regulation of the procedure as well as 
the number of elements resulting from 
such a procedure, even economic crime. 

Voucher privatization as a concept 
and model has had impressive support 
from a great majority of experts and 
advisers in the process of privatization 
in all economies in transition. The idea 
is simple: the citizens are given special 
privatization money – vouchers, which 
they use to buy company shares. Vouch-
ers can be given in either equal or un-
equal amounts, according to the age or 
years of service and some other charac-
teristics. The procedure of mass vouch-
er privatization is usually managed by 
independent subjects. In principle, not 
a single model is immune to economic 
crime. 

Table 1. Cumulative results of privatization in Serbia  
in the period from 2002 to 2014 (* in EUR)

  Number of companies Number of employees Selling Price*

Tenders 81 61.673 990.462.165
Tenders  - agriculture 9 3.289 39.677.218
Auctions 1,517 126.707 860.977.870
Auctions - agriculture 115 11.182 130.114.253
TOTAL 1,598 188.380 1.851.440.035
TOTAL–T+A AGRI-
CULTURE 124 14.441 169.791.471

Privatizations annulled
Tenders 49 21.644 631.019.674
Tenders - agriculture 4 1.738 21.080.000
Auctions 639 47.380 529.604.251
Auctions - agriculture 40 2.377 111.281.376
TOTAL 688 69.024 1.160.623.925
TOTAL–T+A 
AGRICULTURE 44 4.115 132.361.376

Source: Ministry of Agriculture, Sector for privatization and bankruptcy
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In the period from 2002 to 2014 the 
total of 1,598 companies were sold, 81 at 
tenders and 1,516 at auctions. The sell-
ing price of privatized companies was 
EUR 1,851,440. In the same period 688 
privatization agreements were cancelled, 
which constitutes 43.05% of the total 
number of companies privatized at either 
tenders or auctions. Of the total number 
of privatization agreements cancelled, 
the most frequently stated reasons for 
the cancellation include: discontinuance 
of business and disrespect of social pro-
gramme, not paying a due instalment of 
the purchase price, not carrying out the 
investment obligations, not delivering 
bank guarantees for investment obliga-
tion, disposition of property contrary 
to the agreement provisions, and in five 
companies the buyers unilaterally de-
manded agreement cancellation.

When we talk about the agricultural 
sector, a total number of 44 privatiza-

tion agreements were cancelled, which 
constitutes 35.48% of the total number 
of privatized agricultural companies. 
Considering all the above, it can be said 
that privatization of agriculture in Ser-
bia was not successful, which is illustrat-
ed in Figure 1.

In the companies in which agricul-
ture privatization agreements were can-
celled there were 28.49% of all employee, 
and the buyers paid for these companies 
for a total amount of EUR 132.361.376. 
The new owners of agricultural compa-
nies, who invest the money of suspicious 
origin, in the majority of cases do not 
express any interest in further produc-
tion, while considering the employees 
as a balance which in the final stage of 
money laundering in this sector creates 
a new potential source of unemploy-
ment, which is clearly shown in Table 1 
and in Figure 1.

Figure 1: Number of companies (privatizations annulled)  
and Number of employees (privatizations annulled)
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Table 2. Privatization according to the new Law  
on Privatization 2014-2018 (* in USD)9

Number of 
companies

Number of 
employees Selling price*

Total number of privatized compa-
nies (PK+PI) Sales of capital (PK), 
Sales of property (PI).

59 12.922 214.705.631

Total (PK+PI) – privatization 
agreement annulled 7 52 283.290

Total number of privatized compa-
nies (PK+PI) – branch: agriculture, 
forestry and fishing industry

5 1.888 122.340.359

Total (PK+PI) – privatization 
agreement annulled  – branch: 
agriculture, forestry and fishing 
industry

0 0 0

Source: Ministry of Economy, Sector for privatization and bankruptcy.

9  Official Gazette of the RS, No. 83/14, 46/15, 112/15 and 2016 – authentic interpretation.

In the course of privatizaаааааtion 
according to the new Law on Privati-
zation in the period from 2014 to 2018 
a total number of 59 companies were 
sold through either the sale of capital 
or property, out of which only five com-
panies were in the agricultural sector. 
That the process of privatization in this 
period has entered a much calmer stage 

is confirmed by the fact that only seven 
companies cancelled the privatization 
agreements, which constitutes 11.86% 
or 52 employees. If we look at the agri-
cultural sector in the same period, out 
of five privatized agricultural companies 
not a single agreement on privatization 
was cancelled (Figure 3).

Figure 2. Number of privatizations and cancelled privatizations 2014-2018
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RISK ASSESSMENT OF MONEY LAUNDERING  
THREAT TO THE PRIVATIZATION PROCESS

10  Linguistic term ‘risk’ originates from a Latin word rishio and originally it denoted danger to the 
shipmen from rocks and cliffs.  

The prognosis of how much a sector 
is jeopardized by money laundering and 
financing terrorism is of great signifi-
cance, so that this can be combated ef-
ficiently, which is of special significance 
for the selection and application of the 
corresponding fighting methods. This 
risk includes a potential problem or a 
potential opportunity. In both cases they 
appear in all spheres, and this is why 
it is necessary to analyse and find the 
right methods of risk management.10 In 
the relevant literature we come across a 
great number of definitions of risk.

At the beginning of the new millen-
nium money laundering was very much 
a widespread phenomenon. The scope 
is expressed as the value of global gross 
product ranging from 2 to 5 percent, 
or from EUR 615 to EUR 1,540 billion 
every year (Europol Review 2013, 2015: 
33). Due to the said reasons the analy-
sis of risk from money laundering and 
financing terrorism in addition to an 
assessment of threats and vulnerability 
also includes an assessment of its im-
pact on the system, including one of the 
most vulnerable areas such as agricul-
tural sector privatization. It is necessary 
to have in mind that criminal structures 
as a rule do not take account of only the 
profitability of their investments.  On the 
contrary, they are inclined to invest their 
criminal income into activities which do 
not have to return on profit, considering 
that the goal of investment is to hide the 
provenance of their money. 

Without any doubt, agricultural pri-
vatization has been a problem in the pre-
vious decades, primarily because of the 
risk it presents in terms of the final stage, 

which is integration of dirty money. It is 
very difficult to discover its criminal and 
illegal origin when after a series of trans-
actions through various world financial 
and off-shore centres it is brought in as 
much needed capital into agricultural 
companies and agrarian societies which 
are already in chronic difficulties.

It is exactly these investments such as 
placement into the privatization of agri-
cultural companies that are targeted by 
criminally contaminated money, since in 
this way it is quickly and easily merged 
into legal flows and does not give rise to 
much suspicion (Vujić, 2018: 49). The 
problem in Serbia gets additionally more 
complex by the fact that there is not a 
statistical model which would show a 
number of privatizations annulled in 
the agrarian sector due to the grounded 
suspicions that the criminal offence of 
money laundering was committed.

Risk assessment is a concept with var-
ious contents and this is why it requires, 
in addition to legislative foundation, nu-
merous criteria which should be applied 
in practice as efficiently as possible (Cin-
dori, 2013: 1). Starting from the aspect 
of the possibility to launder money in 
the course of agriculture privatization, 
the risk according to some definitions is 
the possibility of loss or injury, in other 
words the possibility to realize undesired 
consequences of an event or process, in 
this case from those involved in criminal 
activities in the field of economic crimes 
(Čudan, Nikoloska, 2018: 64).

Risk assessment is determining the 
quantitative and qualitative values of 
risk which refer to a concrete situation, 
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in this case privatizations and threats 
arising from the criminal zone. Quanti-
tative risk assessment requires two risk 
components (R); size of potential loss 
(L); probability (p): that the loss will oc-
cur. Risk assessment consists of objective 
risk assessment in which assumptions 
and uncertainties are clearly presented 
and considered. Possible mistakes in 
measurement of these two concepts are 
huge. Mathematically presented they are 
as follows:

Ri = Lip (Li)
Rtotal =  ∑ Lip (Li)i

The comprehension, identification 
and analysis of risk from money laun-
dering represent an important part of the 
application and development of systems 

11  Comprehensive National risk assessment from money laundering has been made according to the 
methodology of the World Bank through four thematically classified sections which are included in 
eight modules of the World Bank. The total number of 154 representatives participated in making the 
risk assessment of money laundering and financing terrorism, out of which 12 representatives of the 
state sector and 30 representatives of the private sector (tax-payers, associations, chambers, and others).

to prevent money laundering and financ-
ing terrorism in a state. The assessment 
of vulnerability would cover: the com-
prehensiveness of the legal framework, 
availability of sanctions, system organi-
zation, recognizing suspicious activities, 
monitoring and recognizing suspicious 
transactions, the availability of informa-
tion on clients and availability of inde-
pendent information sources. Based on 
the collected qualitative and quantitative 
information, the capability of a state to 
defend itself from a threat is regarded 
as basic. As to how the national vulner-
ability is influenced by the vulnerability 
of certain processes such as the privati-
zation of agricultural companies which 
can be abused for money laundering, it 
is now too late to talk about taking into 
account the fact that this process is prac-
tically completed Republic of Serbia.11

TYPOLOGY OF MONEY LAUNDERING  
IN AGRICULTURE PRIVATIZATION PROCESS

Taking into account that the 
manifestation of money laundering and 
the financing terrorism are changing, a 
longer period of observation has enabled 
conclusions to be made on the changes 
of typology per economic sectors as 
well. The legalization of criminal profit is 
not only the consequence of previously 
committed crimes, but it also creates 
a favourable basis for future criminal 
activities and directly negatively reflects 
on agriculture and the economic 
system, and depending on the scope it 
can jeopardize direct development and 
financial stability, as well as the process 

of privatization in Serbia. Money 
laundering leads to the easier and faster 
penetration of crime and corruption 
into the agricultural sector. Considering 
that the largest number of predicative 
criminal offences refer to the field of 
economic crime, it is necessary to analyse 
the share of the said offences within the 
structure of total criminal offences in 
the territory of the Republic of Serbia, 
as well as the share of money laundering 
within the structure of criminal offences 
in the field of economic crime, which is 
illustrated in Table 4.
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Table 3. Share of criminal offences in the field of economic crime and money 
laundering within the structure of total number of criminal offences  

in the territory of the Republic of Serbia per territory 

Year
Total number of 
criminal offences

Total number of criminal 
offences in the field of eco-

nomic crime

Money laundering
Criminal Code of the Re-
public of Serbia, Art. 245

2006. 99060 10470 19
2007. 104118 10587 37
2008. 106015 10477 47
2009. 102369 10560 35
2010. 101090 10445 96
2011. 101309 9677 184
2012. 97015 8768 123
2013. 113600 7421 25
2014. 102715 7836 27
2015. 98545 8170 5
2016. 93724 7633 12
2017. 91595 8221 37
2018. 85658 6199 82

Source: Ministry of Interior of the Republic of Serbia

12 Law on prevention of money laundering and financing terrorism was adopted on December 14, 
2017, and its implementation started on April 01, 2018. 

The national framework in the field 
of the fight against money laundering 
was improved considerably upon the 
adoption of the new Law on Prevention 
of Money Laundering and Financing 
Terrorism, its implementation started at 
the beginning of 2018.12 In these condi-
tions predicative crimes which are clas-
sified as high-degree threats of money 
laundering include:

− Criminal offences in the field of 
corruption;

− Illegal manufacturing and trade of 
narcotics;

− Tax-related criminal offences.
In order to consider objectively the 

degree of the problems occurring due to 
one of the most complex forms of eco-
nomic crime, Table 4 presents a number 
of criminal charges filed, the number of 
persons covered and the number of final 

verdicts reached in the cases referring 
to the criminal offence of money laun-
dering. It is obvious that in a few recent 
years there has been an increase of the 
criminal offence of money laundering, 
which particularly refers to the num-
ber of persons covered, and at the end 
of 2018 it was 90.On the other hand, the 
epilogue of the criminal charges filed 
resulted in only seven final verdicts in 
2018, which is much more when com-
pared with the years which ended with 
just one final verdict. The responsibility 
for such a state-of-affairs is in the fact 
that these are complex criminal offences 
which require a long period of time to 
prove. In the Republic of Serbia there are 
not scientific studies or unique statisti-
cal data related to the criminal charges 
filed and final verdicts reached for mon-
ey laundering connected with agrarian 
privatization process.



53

NBP • Journal of Criminalistics and Law
Vol. 24, No. 3

Čudan, A., Ivanović, Z., Major, G. (2019). Legalization of criminal profit  
in the course of agricultural privatization

Table 4. Epilogue of criminal charges filed for money laundering  
according to Art. 245 of the Criminal Code of the Republic of Serbia

Year Criminal charges filed Persons covered Final verdicts

2010. 18 109 1
2011. 22 190 2
2012. 12 113 2
2013. 20 44 2
2014. 11 39 1
2015. 5 22 0
2016. 12 27 1
2017. 37 86 11
2018. 82 90 7

Source: Prosecutor’s Office of the Republic of Serbia, Ministry of Interior Republic of Serbia

1. Transformation and privatization 
of agriculture is a kind of anti-corrup-
tion reform and a new potential source 
of corruption activity at the same time. 
Although privatization is desirable in a 
wide spectrum of cases, creators of such 
policy must create such an environment 
which will provide for the decrease of 
criminal influence. Abuses which might 
arise in the course of the privatization of 
agricultural companies can be motivat-
ed by corruptive activities. The strength-
ening private sector at the expense of a 
weaker position of state-owned compa-
nies raises the level of economic crime 
and introduces new rules into business 
activities, which are not typical for mod-
ern market business. A company is a 
subject of trade as any other commodity 
and when the purchase of such a com-
modity is sought it is necessary to deter-
mine its price. Determining the value of 
a company, according to the experienc-
es both nationally and internationally, 
is a huge problem, particularly within 
a transitional environment, since many 
parameters that influence the realistic 
assessment may be omitted. On the oth-
er hand, the accounting value is usually 
too high or too low, so that essentially it 
does not represent the true state-of-af-

fairs, since technology and assets can be 
old, as well as other parameters, offering 
an unrealistic picture. Value assessment 
can cause economic crime (Novaković, 
Vukasović, 2014: 176). And all these el-
ements are precisely those that create 
realistic possibility for corruption and 
corruptive activities.

The most drastic example of the tak-
ing over of arable land into the posses-
sion of an agricultural estate by those 
involved in criminal activities is the ex-
ample of the Social Company, Mokrin 
from Mokrin. The General Director of 
Mokrin committed the criminal offence 
of abuse of office because in late 2004, 
using his official authority, he acquired 
illegal proceeds amounting to RSD 
517,399,907.50 for the Agricultural Pro-
ducers’ Cooperative, Ekovit RD, which 
was founded just a few months earlier, 
with the sole aim of acquiring the ara-
ble land unlawfully. Subsequently the 
Department for Residential and Public 
Utilities Affairs, Urban Planning and 
Economy issued the decision to return 
the agricultural land to Ekovit RD, the 
indicted parties intentionally failed to 
file the complaint within 15 days upon 
the receipt of this Decision and failed to 
notify the management, by which time 
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the said Decision became final and legal-
ly binding, and based on which the Land 
Registry Service transferred the 1,099 
hectares of land together with buildings 
without one dinar paid to the detriment 
of Mokrin.13 These actions resulted in 
agricultural land of 1,099 hectares and 
91 various buildings being taken from 
Mokrin before being auctioned by the 
Agency for Privatization.

2. The criminal offence of unlawful 
production and circulation of narcotics 
still represents a serious threat for money 
laundering, both because of the number 
of reported and prosecuted individuals 
and the high amount of proceeds ac-
quired after committing this crime. This 
is why trade in narcotics represents one 
of the most frequent sources of “contam-
inated” money. Large quantities of illicit 
drugs which are offered to the narcotics 
market enable drug traffickers to acquire 
considerable proceeds and then to inte-
grate these proceeds into legal flows in 
various manners, the agricultural sec-
tor being an ideal environment for such 
proceeds.14 Of 38 prosecuted individuals 
for this crime, as many as 32 individuals 
(which makes over 84%) are organiz-
ers and members of organized criminal 
groups who acquired money by commit-
ting predicate criminal offences outside 
the territory of the Republic of Serbia, 
but they are also prosecuted for predi-
cate crimes in the Republic of Serbia. 

In October 2009 the wider public 
heard of a 43-year-old citizen of Serbia, 
D. Š., the Balkan cocaine king and one of 
the largest drug traffickers in Europe. In 
13 The director of the newly established Agricultural Producers’ Cooperative “Ekovit RD” specified 
the legal basis and submitted the request for reclaiming property based on Articles 95 and 96 of the 
Law on Cooperatives, noting as a legal basis for reclaiming that “it continues to carry out business 
activities in the area in which it used to carry out business activities earlier”.  
14 For this criminal offence in the period from 2013 to 2017 the investigation was initiated against 
5,313 persons, 6,215 persons were charged and 5,397 persons were convicted.  
15 Recently a list has been published of a wider circle of 58 associates and cousins of Š. who are from 
Serbia or do business in Serbia; as the majority of them had at least one company registered, even this 
part of the business was linked to drug group activities.

the operation dubbed Balkan Warrior, 
the Uruguay police and the Serbian Se-
curity Information Agency (BIA), upon 
the insistence of American agencies, 
seized more than 2 tons of the drug on 
board a yacht in Uruguay. After that sev-
eral members of the so-called Š. group 
were arrested.

The list of legal entities which D. Š. 
used to carry out his business transac-
tions in the Republic of Serbia is almost 
impossible to complete, considering that 
each of his ten close associates formed 
his own network. In this way some forty 
companies are directly brought into con-
nection with the indicted, although this 
list is not final considering that the same 
legal entities participated in the purchase 
of companies in the economic market 
or at the auctions of the Privatization 
Agency.15 The central companies through 
which the financial transactions for Ser-
bia were carried out are registered in the 
USA and they include: Delaver – Mat-
eniko LLC, Durabilly LLC and Financial 
angels LLC, and they appear as founders 
in more than 30 companies in Serbia. 

At the top of the pyramid of com-
panies bought through privatization or 
through the capital market were agricul-
tural companies and huge agricultural 
estates, which had the right of renting 
huge arable lands in the territory of Vo-
jvodina, where the majority of his crim-
inal proceeds were invested. This is how 
the list included the company, Mitros-
rem, one of the big agricultural compa-
nies in Vojvodina with 4,000 hectares of 
arable land. In addition to crop farming, 
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production and the processing of corn, 
wheat and turnip and animal farming 
there were also several cattle and poultry 
farms, slaughter houses as well as irriga-
tion systems.

The agricultural corporation, Mladi 
borac from Senta, which owns 1,600 hec-
tares of land in Vojvodina according to 
the indictment, was leased from the state 
by a third person - a lawyer in 2009 on 
behalf of D. Š., and today it is managed 
by the Privatization Agency. In a similar 
manner the criminal money is connect-
ed to the agricultural estates: Erdevik 
and Stanišić, Banat seme from Zrenjanin, 
Agroseme Panonija, a sugar mill from 
Sremska Mitrovica and others.16

In the case of the purchase of com-
panies, real estate and land by lawyers, 
law firms or persons without criminal 
background the true owners of proceeds 
remained hidden, particularly when 
the capital was coming from off-shore 
destinations.17  Also, there were indi-
viduals who were given an opportunity 
to legalize proceeds acquired based on 
cooperation with previous authorities 
or in an unlawful manner. The lack of 
system-based solutions created possibil-
ities for corruption.18 When considering 
the above-mentioned criminal offences 
from the aspect of assessing the risk for 
money laundering the Corruption Per-
ceptions Index of Transparency Inter-
national is particularly respected, which 
was published in 2018 and in which Ser-
bia was placed 87th.

3. What can be singled out as a char-
acteristic of the Republic of Serbia in 

16 The ruling of the first instance court published by the Ministry of Justice and the spokesperson of 
the Special Court council on December 10, 2018. 
17 In the revised 2012 Recommendations (16 recommendations) of the Financial Action Task Force 
on Money Laundering (FATF) new requirements were introduced to increase transparency of trans-
border electronic money transfers, which obligates financial institutions to include information on 
real ownership for all transborder electronic money transfers. 
18 Pejanović, R., 2013: “Suspicios privatizations, subsidies and agricultural policy based on corruption 
have left and still leave far-reaching negative consequences on the development of agriculture and 
agricultural economy. This leads to slowing down of total economic growth in the Republic of Serbia.” 

comparison with the countries of West-
ern Europe is the investment of “dirty” 
money into the privatization of former 
socially-owned agricultural companies, 
which very often represents just a start-
ing point of money laundering. After 
such a company is transferred into the 
ownership or under the control of crim-
inals, illegal money is laundered through 
their business activities, usually through 
loans of new owners/founders or other 
forms of loans in order to maintain the 
illusion of business activities within the 
registered activity. Finally, the money is 
usually laundered, either through sell-
ing the companies to these legal entities 
or by receiving loans where either the 
company assets or profit reduced for the 
cost covered by dirty money, is used as 
collateral. At the beginning of the new 
millennium a manifesting form of mon-
ey laundering has been noted, which is 
carried out by a large number of legal 
entities, among whom the majority were 
founded solely for this purpose. In these 
cases documents with untrue contents 
are drawn up, which serve as a basis 
for monetary transactions (Uprava za 
sprečavanje pranja novca, 2018: 25). 
The intention to buy company shares is 
often inspired by the desire and motive 
of potential investors to gain the shares 
or a control package in as the easiest 
manner possible.

The procedure of the privatization 
of the agricultural processing company, 
Dijamant from Zrenjanin has been in 
the spotlight of several investigations, 
particularly the criminal role of the 
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management of this agricultural giant. 
Particular attention was drawn by the 
facts related to the taking over of Di-
jamant shares by a company from Bel-
grade, Društvo Sadra d.o.o. Beograd, 
whose owner was the wife of the former 
director, S. K. The wife of the said direc-
tor, Lj. K., who was never employed by 
this factory, founded a company, Društ-
vo Sadra d.o.o. Beograd,19 after which 
she used the money of suspicious origin 
to buy 81,872 shares of the largest oil re-
finery in the Balkans, the value of which 
at that moment exceeded EUR 10 mil-
lion. The official founder of the Belgrade 
company is Adison Intertrejd Inc. Trident 
Trust Company Limited from the Virgin 
Islands. This company was founded in 
March 2005, immediately before taking 
over of the majority share package of the 
oil refinery by a controversial Croatian 
businessman I. T.,20  who by the decision 
of the Croatian County Court has been 
in pre-trial detention since the end of 

19 In the end of May S. K. was convicted to one year imprisonment or three years suspended sen-
tence, while the second accused Dj. K., the former director of Dijamant bank was sentenced to eight 
months in prison or three years suspended sentence. According to the explanation of this first-in-
stance verdict, the abuse of the two convicted persons refers to commission business activities be-
tween Dijamant bank and Centro bank by which Dijamant bank suffered a loss of RSD 1.2 million.
20 The owner of the Croatian company, Agrokor gained a majority share in Dijamant by taking over 
26.96% of investment fund shares, as well as a 24.90% of ownership of Društvo Sadra d.o.o. Beograd, 
which was owned by Lj. K. 
21 Official statement of the Ministry of Justice of the Republic of Croatia in December 2018. 

2018, because there is reasonable suspi-
cion that he committed several crimes in 
the field of economic crime.21

4. In case of purchase of companies, 
real estate and land by lawyers, law firms 
or persons who do not have criminal 
background, the true owners of capital 
remained hidden, especially when the 
capital was coming from off-shore des-
tinations. Also, it was made possible to 
some individuals to legalize monetary 
assets acquired based on cooperation 
with the previous authorities or in illegal 
manner. The reason for such a manner 
of investment in the field of agriculture 
is initiated by the need that in case of any 
prosecution the investors would pres-
ent the assets coming from a legitimate 
business. Also, due to great demand and 
high price of agricultural land, the mon-
ey laundering actors in a later stage can 
re-sell the agricultural societies and thus 
present that the laundered money still 
has origin.

CONCLUSION

This scientific paper has been written 
with the idea of presenting the profes-
sional public with contemporary eco-
nomic events related to ownership trans-
formation and privatization and to make 
it easier to understand some of the neg-
ative aspects that accompany them. Al-
though privatization by the political elite 
at the beginning of the new millennium 
has been cited as a key factor of the eco-
nomic recovery of the country and the 

promotion of future economic growth 
and development, a large portion of eco-
nomic professionals think that the results 
of privatization are below the expected 
level, primarily in the field of agriculture 
which has not reached a satisfying level 
of production and competitiveness.

This is an attempt to offer an as wide 
as possible insight into some important 
negative elements of agricultural compa-
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ny privatization during the past decades. 
Since the transition is in action in a large 
number of countries, it is difficult to give 
a uniformed final assessment of the influ-
ence of criminogenic factors and the par-
ticipation of contaminated money origi-
nating from various forms of economic 
destructions. The privatization proce-
dure in the agricultural sector has been 
additionally complicated by the fact that 
the account of the Privatization Agency 
was blocked on several occasions, and af-
ter it stopped working in February 2016 
there remained a legacy of 1,111 court 
cases initiated by dissatisfied customers. 
Also, since its foundation the Agency 
changed seven directors.22 Each of six 
laws according to which privatization in 
Serbia was carried out were amended at 
least once, and the Law on Privatization 
of June 2001 was amended as many as 
six times; the Ordinance on Tender was 
amended eight times, and the Ordinance 
on the Public Auction for four times. 

Privatization in all economies is a com-
plex and painful process, particularly in 
agriculture System-based and structural 
reforms of the agricultural sector in Serbia 
started in 2000. Those involved in crim-
inal activities recognized the process of 
ownership transformation in agriculture 
as extraordinary and the complex channel 

22 Privatization Agency of the Republic of Serbia was founded in 2011. 

to integrate dirty money in a skilful man-
ner. This means that in the Republic of 
Serbia this problem and its consequenc-
es are more and more often the topic of 
theoretical criminologists and practically 
they are dealt with by the criminal police. 
After reaching an adequate number of fi-
nal and binding court verdicts, it would be 
possible to consider more adequately the 
typology of money laundering in the field 
of agriculture privatization.

Once the dirty money enters the eco-
nomic issue it destroys it, since the goal 
is not the production but its infiltration 
into legal flows. Therefore, the policy of 
suppressing organized crime must be fo-
cused on undertaking particular social 
measures (building institutions, adopt-
ing regulations and taking control), on 
seizing proceeds acquired by criminal ac-
tivities and on repressive actions against 
criminal offenders, economic crimes and 
violations. This is particularly important 
in agriculture, since food production, 
food safety and other aspects determine 
the multiple significance agriculture has 
in the Republic of Serbia.

The conclusion is that the problem 
of money laundering in the agricultural 
sector must be approached as a complex 
phenomenon in order to avoid its nega-
tive effects.
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