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ABSTRACT

Globalization and the evolving world of computerized financial systems, digital technologies,
crypto currencies, and blockchain are both the sword and shield catalyzing and combating
white-collar crimes. On one side due to the anonymity and decentralization of crypto
currencies, many criminals are able to use virtual currencies for money laundering, tax evasion
and performing fraudulent transactions across the borders which can take the advantage of the
generic regulations. Dark Web being an advocate of virtual business facilitates social evils
such as insider trading, identity thefts and corporate spying and such other unlawful deeds and
thus the offenders can easily work in secrecy. On the other hand, the advancement in
technology has been proved to help in fighting these crimes too. Blockchain technology has
placed more transparency and security which helps the authorities to track the transactions
and know which of them is suspicious. Remote Digital forensic and artificial intelligence are
widely employed for identifying fraudulent behaviors, analyzing big data and risk prediction.
There are increasing changes in the regulation systems to incorporate the new technologies as
new ways of monitoring and reporting noncompliance emerge. But the faster development of
technology is also a problem, as criminals are not standing still and actively use new methods,
tools, which means that legal and regulatory activities can become relevant only to a certain
point. This article focuses on the concept of technology within white-collar crime and the
potential of using technology with the relevant risks controlled.
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I. INTRODUCTION

A. Background

Internationalization has quickly advanced the process of interaction and

enforcement of economic activities which includes imports, exports, services

and capital investment. This integration has greatly impacted on growth of e-

financial systems that play a critical role in the creation of trade and investment

links worldwide. Technological advances, especially in the form of digital

banking, payment applications, and the likes of Bitcoin have changed
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traditional business transactions in the financial sector to be faster and
efficient.! Currently, PayPal, Venmo, and blockchain system enable cross-

border operations to occur at lower costs and with increased convenience.?

As the COVID-19 outbreak escalated the process of remote working and
online trading, the digitalization of finance advanced even more by
popularizing fintech solutions.> Crypto currencies most importantly Bitcoin
and Ethereum are considered as options to conventional banking techniques
since they provide decentralized as well as international transactions.’
However such a fast evolution causes legal issues because the dominant

models fail in adapting to the modern techniques of financial systems.

The digitalization of finance has brought many opportunities to financial
institutions and their customers; however, various risks, such as a higher risk
of fraud and money laundering and cyber risk, have emerged and require

sustainable forms of regulation.’
B. Significance of Technology in White-Collar Crimes

It can therefore be noted that technological opens new doors for white-
collar crimes and also opens up new form of approaches in combating crimes.
The relative obscurity of operations in new media coupled with the use of

Bitcoin and others brings lose control in power states due to features such as

' X Zhao, Y Li and Z Wang, 'Globalization and its Impact on the Evolution of Digital Finance:
An Empirical Study' [2023] 64 GLOBAL FIN. J. 102312.

2 P Sharma and R Singh, 'The Role of Digital Payment Systems in Globalized Economies: A
Comparative Study' [2022] 5(3) FIN 147.

3D W Arner, R P Buckley and D A Zetzsche, 'FinTech for Financial Inclusion: A Framework
for Digital Financial Transformation' (2021) 7(1) J FINANC REGULI.

4 J Frost and others, 'Regulating Crypto-Assets: The Impact of Technological Innovation on
Financial Markets' (2022) 60 J. FINANC. STAB.100941.

> D K Nguyen, 'Digital Finance and the Future of Financial Regulation' (2022) 10(2) INT. J.
FINANCIAL STUD. 36.
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anonymity and decentralization that enhance global money laundering, tax
evasion, and Identity theft. To carry out crimes such as insider trading and
corporate espionage which require secrecy, the dark web provides a

background.

At the same time, technology has also developed the capacity for fighting
these crimes. Blockchain transparency aids in tracking of suspicious financial
flows, and digital forensics and Al analysis enable identifying fraud-
associated big data trends. Real-time observations of anomaly detection may
help the combating of unusual activities in financial institutions by using Al
tools. These innovations have a capacity of operating on paradoxical
qualitative as they present new ways through which the white-collar offenders
can work in their unlawful capacity, as do they provide the regulators and the
law enforcement agencies with new ways that they can track, investigate and

prevent financial illegalities.

C. Purpose of the Article

The purpose of this paper is to analyze the positive functions of digital
platforms, crypto currencies, and blockchain technology in the field of white-
collar crime. While these technological development in financial crimes have
brought about new means through which financial criminals can perpetrate
their evil deeds, they also present new ways through which such crimes could
be controlled. On the one side, the lack of the physical representation of crypto
currencies and the decentralized system of their functioning allow such
manipulations as money laundering, evasion of taxes, and cross-border fraud.
Social networks and the dark web effectively offer opportunities for the
stealing of identity, inside trading and the perpetration of fraud. On the other

hand, blockchain introduces new possibilities for tracing suspicious
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transactions based on high levels of openness and accountability, while
computer forensics, and Al help in identifying and analyzing fraudulent
intentions. This study is interested in illuminating these two opposing
dynamics, how technology can be harnessed for ‘good Governance’ and
regulatory purposes and the constant evolution of the dangerous threats that

technology poses.

II. THE DARK SIDE OF TECHNOLOGY IN WHITE-COLLAR
CRIMES

A. The Role of Crypto currencies in Financial Crimes

Crypto currencies are the digital assets used as an innovation and as a form
of money frauds because of the current structure and anonymous plans for
operations. The new financial systems such as currencies are free from
intermediaries hence it 1s impossible to map users’ identities. The feature has
a lot of appeal to people who get involved in questionable legality such as
money laundering and tax evasion. Such actors use crypto currencies to

conceal amid funds’ origin and avoid supervision.°

These procedures might include what is referred to as “Bitcoin mixing” or
‘tumbling.” These methods utilize the services of a crypto-mixer that combines
several transactions received from distinct persons and then creates an
additional transaction, thereby masking the transaction path. An example is
Helix Bitcoin tumbler that was closed by the representatives of the United
States in 2020 after laundering over $300 million Bitcoins for the purpose of

overdraft and satisfying the needs of dark net markets.” Crypto-mixers make

¢S Foley, J R Karlsen and T J Putnins, 'Sex, Drugs, and Bitcoin: How Much Illegal Activity
is Financed through Cryptocurrencies?' (2019) 32(5) REV FINANC STUD.1798.

7 United States Department of Justice, 'Ohio Man Operating Helix Bitcoin "Mixer" Indicted
for Money Laundering' (2020) <https://www.justice.gov> accessed 18 October 2024.
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it near impossible for the regulators to trace the origins as well as the direction

of the cash flow making it a big problem in fighting money laundering.

Also, illegal entities incorporate crypto currencies to avoid paying taxes,
which would otherwise result from sales or owning of the digital currencies.
Since proper taxation is a severe issue in many nations, there is a possibility
to conceal assets and income due to decentralized nature of the digital

currencies.?

The global use of crypto currencies adds to the challenge of regulating the
asset. Currently, there are conflicting policies by various authorities in charge
of regulating the decentralized digital currencies, causing arbitrage. For
instance, while there are higher standards set for Anti Money laundering
(AML) that concerns nations such as the United States, the European Union,
and others, some part of the world might not be furnished with proper
regulation leading to safe spaces for criminal operations. This lack of cohesion
creates confusing perceptions that enable the police and legal organs not to

arrests people who participate in cross-border transaction.’

Consequently, the increase in OSIOs also led to enhancements in the built-
in capacity of societies in relation to the integration of rules and norms in their
own legal jurisdictions to varying extents; it further forced some nations to
come up with further strict norms. The Markets in Crypto-assets Regulation
(MiCA), which is currently under negotiation in the European Union, seeks to
coordinate the regulation of these assets among Member States and ensure that

trading platforms register to strident Anti Money laundering (AML)

8 M Schuch and D Yermack, 'Tax Evasion and the Blockchain' (2021) 141(2) J. FINANC.
ECON. 697.

% A Zohar, 'Regulating the Unregulated: Challenges in Global Cryptocurrency Governance'
(2022) 8(1) J FINANC REGUL 52.
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standards.!® However, due to the nature of crypto currencies as decentralized
and borderless, the criminals move from one country to another to hide from
the authorities, making global multi-agency work in tackling these crimes and

upgrading technology for law enforcement important.
B. Digital Platforms as Facilitators of Fraud

Technology which can be readily accessed through the World Wide Web
and especially the dark Web continues to bring to the front hood of white collar
crimes such as insider trading, identity theft and corporate espionage among
others. One disadvantage of these platforms is that participants are unknown,
and therefore difficult for authorities to investigate and stop unlawful actions.
Insider trading, which incorporates the use of privileged and confidential
information to make profits, has now used the deep black web market as its
medium of sale for insider information. For instance, Mavrouli et al., (2022)
gives an insight of how secure messaging applications and the dark web have
become domains through which stealthy financial information exchange

occurs and outside the regulatory radar.!!

Another concern that cannot be implemented without digital platforms is
identity theft. Dark web is also a common ground for cyber criminals, where
they can buy stolen identity information including social security numbers,
bank accounts among others, which they then proceed to use opening credit
accounts that are fraudulent in nature.'” Such transactions can be effectively

conducted in the dark web since the environment within this network is

10 Buropean Commission, 'Markets in Crypto-Assets (MiCA) Regulation' (European
Commission, 2021) <https://ec.europa.eu> accessed 18 October 2024.

' A Mavrouli, I Bakopoulos and N Pappas, 'Insider Trading in the Digital Age: The Role of
Encrypted Platforms and Dark Web' (2022) 29(4) J. FINANC. CRIME 215.

12'Y Wang and J Kim, 'Identity Theft and the Dark Web: Implications for Cybersecurity
Strategies' (2023) 8(1) J. CYBERSECUR. 34.
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strongly encrypted, and the police services are not yet capable of monitoring

the dark web networks efficiently.

Cyber spying is also a type of corporate espionage that has also taken root
with the call for online social platforms. Competitors are able to exchange
stolen five forces schemes, new product ideas, strategy, and any other business
secrets through encrypted media communication platforms. Based on a report
from Deloitte (2023), the black market is an industry for corporate spying and
for selling and buying trade secrets, and the stolen data markets are particularly
busy with information from the technology and pharmaceutical industries.?

These platforms offer a market for corporate spies to market the information

they stole, and thus present significant dangers to firms globally.

Policing the encrypted channel and preventing the unlawful activities are
proven to be difficult. The fact that users are anonymous and the use of
complicated encryption models makes it difficult for regulators to link a crime
to its source. The very nature of digital platforms and other assets like crypto
currencies also makes their enforcement even more challenging due to
decentralized systems.!* And so, to some extent, even in the case of state-of-
art solutions, such as Al-based threat detection, catching and preventing illicit
activity in the dark web is akin to a game of whack-a-mole played between
police and criminals. The evolution of encryption increases the challenges for

regulators who are to respond adequately to emerging threats.

Therefore, it is clear that digital platforms including the dark web play
various rolls in white-collar crime including providing viable market places

and channels for the commission of the crimes. Although these technologies

13 Deloitte, 'Dark Web Trends: Analyzing Emerging Threats in the Digital Underground'
(Deloitte Insights, 2023).

4 F Rossi, G Martin and S Kim, 'Regulatory Challenges in Combating Financial Fraud on
Digital Platforms' (2023) 31(2) J. FINANC. REGUL. COMPLIANCE 98.
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may enhance privacy in some ways, they pose profound difficulties for the
regulatory and law enforcement agencies in connection with the prevention

and investigation of financial crimes.
C. Cybercrime and Remote Work: New Opportunities for Offenders

This change in employment opportunities, advanced due to the COVID-
19 crisis, has brought new risks, as well as new threats to the use of various
digital means of communication for work. The instance is cyclical, as rapidly
as firms embraced the concept of working remotely through communication
platforms like Zoom, Microsoft Teams, and Slack the threat domain widened.
Phishing scams, ransomware attacks and corporate espionage have risen as a
consequence. Insufficient security protecting home networks as well as the

usage of own devices put at risk sensitive corporate data.

They cited mail phishing particularly it having got more advanced
whereby scammers deployed COVID-19 related items as bait that employees
would feed their credentials into. Data by Barracuda Networks (2022) showed
that overall, the number of attempts at phishing increased by 667% in the first
few months of the COVID-19 pandemic and the shift to remote working.
Readers saw emails, created by cybercriminals that mimic company leaders or
the IT department to manipulate employees into opening the door to corporate
systems. Such attacks have been made easier due to the relative loosely

guarded security of home office as compared to corporate networks. '

Moreover, coronavirus created a new wave of opportunities for corporate
spying. Despite the implementation of virtual meeting platforms, insiders and
external attackers with malicious intent have gained access to secret meetings

discusses sensitive information. For example, this year, there was a case where

15 Barracuda Networks, 'Phishing Scams Surged during COVID-19 Pandemic' (2022)
<https://www.barracuda.com> accessed 19 October 2024.
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hackers got unauthorized access to video calls of a large financial company,

and consequently revealed business secrets. !¢

New large-scale frauds demonstrate that operating in the conditions of
distant cooperation is more dangerous. The recent example is the Colonial
Pipeline ransomware attack which occurred this year and an attack in which
the adversaries used a remote access account to halt a key supply chain of fuel
in the United States.!” It caused fuel shortages and highlighted risks connected
with the use of remote access protocols in necessary infrastructure. Likewise,
in 2020, the Accellion file transfer breach led to leakage of data belonging to
several organizations, because cybercriminals targeted and exploited

vulnerabilities in a remote working tool.'®

These events put emphasis on the important need of increasing measures
of protection against cyber threats that include multi-factor authentication,
VPNs and proper staff training. With remote work persisting as the new
‘normal,” organization cannot afford to sit idly while new, innovative threats
continue to pose risk to their operations, requiring they implement necessary

precautions against these threats.

III. THE BRIGHT SIDE: TECHNOLOGY AS A TOOL FOR
COMBATING WHITE-COLLAR CRIMES

A. Blockchain Technology and Transparency

Blockchain as such holds the key in terms of making the solution highly

effective for increasing the transparency of transactions and thereby making

16 J Brown and S Clark, 'Corporate Espionage in the Remote Work Era: Challenges and
Solutions' (2022) 18(2) J. CYBERSECUR.125.

17" CISA, 'Accellion File Transfer Vulnerability: Incident Response Guidance' (2021)
<https://www.cisa.gov> accessed 19 October 2024.

18 Cybersecurity & Infrastructure Security Agency [CISA], 'Analysis of the Colonial Pipeline
Ransomware Attack' (2021) <https://www.cisa.gov> accessed 19 October 2024.
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the flow immutable which appears to be utile in minimizing fraud. These and
other basic characteristics of the system, such as DLT, transparency and
decentralization make it possible to record every transaction in the
decentralized network of nodes and once it gets validated, it is nearly
impossible to change. Especially for financial institutions, regulatory bodies,
and for those organizations that are seeking to enhance the identification of
accountability in their financial transactions this traceability is highly

valuable.

The transparency is due to the blockchain either being public or
permissioned, where every transaction is recorded as clear to everyone. This
openness also helps build confidence within the system as anything that is
seemingly wrong, or fraudulent can easily be reported and checked to be sure.
Moreover, the immutability feature confirms to a fact that once the data input
is recorded in the blockchain it cannot be altered, removed, or manipulated. It
offers transaction tracking, useful in matters of controversy, including in legal

cases and in matters of compliance.

A number of sectors are implementing blockchain to fight fraud. In
particular, the financial industry applies it in trade finance to check the data’s
origin and history, which helps avoid fraud or double spending.!” Smart
contracts are also common in blockchains are other forms of contract
automation to keep the fulfillment of contract terms free from fraudulent
activities. A popular case involves IBM’s Food Trust responsible for proving
the origin of food and removing supply chain fraud and deception in the

labelling of products.?’

1 R Mekovec and M Kolar, 'Blockchain Technology in the Fight against Fraud: Practical
Applications in Banking' (2021) 45(2) J. FINANC. RES.50.

20 G Zhao, S Liu and X Wang, 'Food Supply Chain and Blockchain Technology: Impacts and
Advantages' (2019) 24(3) INT. J. SUPPLY CHAIN MANAG.18.
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Blockchain also has a useful engagement in anti-money laundering (AML)
operations as well. As an open, and highly resistant to alteration, ledger that
records transactions, Blockchain has the potential to increase the effectiveness
of AML checks. Blockchain helps financial institutions record, report, prevent
and investigate the movement of funds in real time for money laundering
purposes.?! In addition, blockchain technology of distributed system lowers
the chance of single point failure or system vulnerability, thus enhancing AML

safeguards in an increasing interconnected digital environment.

Thus, it is possible to aver that the fundamentals of blockchain help in the
proper tracking of transactions and fight against fraud, as well as increase its
AML capabilities, greatly improving the general financial security of the

contemporary systems.

B. Digital Forensics in Financial Crime Investigation
1. ROLE OF DIGITAL FORENSICS

In financial crimes, digital forensics has become very important since it
involves the collection, processing and identification of digital evidence. In
financial crime investigation, digital forensic is applied in tracking
perpetrators’ trace through computer and device, in retrieving lost data and in
analyzing data that exist in computer storage devices, telecommunication
gadgets and cloud storage. Computer forensic professionals look for different
type of emails, transaction logs and internet usage history in order to have

sequence of events and to look for fraud activities. All these endeavors assist

2I' M Rauchs and others, 'Distributed Ledger Technology Systems: A Conceptual Framework'
(Cambridge Centre for Alternative Finance, 2018).
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in identification of unlawful flow of funds, identify fraud cases of identity theft

as well as exposing money laundering racketeers.
2. INTEGRATION OF Al IN DIGITAL FORENSICS

As a result of the data indeed volume increase and complexity of cases in
the financial crime, the use of artificial intelligence (AI) has become a standard
in digital investigation. There are now Al-based tools that support pattern
identification, deviation, and data analysis on its own. Detailed analytic
algorithms can analyze vast sets of records to detect anomalies and find
correlations between several transactions or subjects which may take ages for
an analyst. Artificial neural networks are being used to prematurely identify
suspicious trends in financial transactions, which is a major sign of fraud.??
Also, Al helps healthcare organizations to determine the costlier and more
effective method of forged document and record investigation, falsified and

tampered files and records identification in financial crime detection.
3. CHALLENGES IN MAINTAINING INTEGRITY AND ADMISSIBILITY

Nevertheless, digital forensics has some problems, particularly associated
with the digital evidence’s reliability and admissibility in court. Admissibility
of such evidence may require preservation of the chain of custody and the
evidence being also protected from loss, tempering or manipulation at the
collection, storage or analysis stage.>* There are rules that must be met before
digital evidence is admissible in courts which has set high expectations to

forensic investigators. The nature of financial crime, for example, cross-

2 M M Hassan, Z M Zainudin and H Ibrahim, 'Digital Forensics in Financial Crime
Investigation: Emerging Trends and Challenges' (2022) 29(1) J. FINANC. CRIME 13.

23 S Mittal, P Goyal and A Garg, 'Al And Machine Learning in Digital Forensics: Financial
Crime Investigation' (2021) 9 IEEE Access 103429.

24 A Alenezi, 'The Role of Digital Forensics in The Criminal Justice System: Challenges and
Solutions' (2020) 18(8) TycsIs 1.
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jurisdictional and data protection laws complicate the task of evidential
preservation. In addition, the use of Al brings concerns for rising issues with
explaining and producing results based on Al revelations, as the algorithms
themselves which handle data analysis may be considered a ‘black box’ and

the possibility of questioning the validity of Al-aided evidence.?
C. Artificial Intelligence in Risk Prediction and Fraud Detection

Al has provided powerful and an effective way in financial institutions in
predicting risks and fraudulent activities with the aid of big data analytics. The
solutions of ML algorithms are widely used in banks and financial institutions
to analyze the big volume of data and perform the online flagging of suspicious
patterns which reflects fraudulence. These Al-based systems of identification
considerably improve the accuracy and ways of searching for fraud compared

to typical approaches.

There are many techniques to perform anomaly detection where the most
commonly used are decision trees, random forest and deep learning networks.
They use past information to construct models that can help detect the
variations from the standard behaviors. For instance, Al systems can identify
high frequency, or respectively low, transactions or the frequency of sign-in,
the location at which, which are potential indicators of fraud. Behavioral
analytics means that Al systems learn constantly by updating the risk profile
and adjusting the estimate of the risks as well. Some of the advanced frauds

such as phishing, account takeover, as well as identity thefts have been made

25 B Goodman and S Flaxman, 'European Union Regulations on Algorithmic Accountability
and Transparency in AI' (2017) 38(2) A1 MAG.50.
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possible to detect by the use Al, and this has made Al core to financial risk

management in the current society.?¢

The advantages of Al employment in the case of fraud are numerous. First,
it eliminates human interaction to do the job more efficiently and take less
time compared to human interaction; it also lowers costs. Second, Al improves
reliability by minimizing the number of false alarms that are appealing in rule-
based systems to prevent regular transactions from being flagged. Third and
finally, the modularity of Al solutions enables institutions to deal with large
volumes of data thereby offering a blanket monitoring over millions of

transactions.?’

Nevertheless, Al-based fraud detection systems also have their
disadvantages, as is stated in the following content. The first of these is the
interpretability of the models which researchers often describe as ‘black box’.
Most of the algorithms, especially those in the deep learning family, are black
boxes and financial institutions may have a difficult time trying to explain
decisions made by such systems that often lead to compliance and
accountability challenges. Further, Al systems only contain as much
knowledge as are input to them; prejudiced data leads to perverse decisions
including uniquely profiling transactions, customers, or parts of the country
based on aspects like race, gender, or ethnicity.’® Finally, fraudsters are

dynamic, which implies that the Al platforms to fight them must also be

26 X Zhu, 'Machine Learning in Finance: Theory and Applications' (2022) 30(3) J. FINANC.
REGUL. COMPLIANCE. 245 <https://doi.org/10.1108/JFRC-05-2021-0058> accessed 19
October 2024.

27 M J Nigrini, Forensic analytics: Methods and techniques for forensic accounting
investigations (John Wiley & Sons, 2023).

28 B Goodman and S Flaxman, 'European Regulation of Al: Opportunities and Challenges'
(2022) 37(1) A1S0C.123 <https://doi.org/10.1007/s00146-021-01177-4> accessed 19 October
2024.



2025] DIGITAL DOUBLE-EDGED SWORD 189

dynamic because with the emergence of new technologies fraudsters always

find ways to exploit them.

Therefore, the use of Al in risk prediction and fraud detection offers
significant benefits for financial institutions in the fight against fraud but only
if solutions to transparency and data biases along with changes to strategy for

hindering new fraud techniques can be attained.
1. PREDICTIVE POLICING AND ITS CHALLENGES

Predictive policing has been defined as use of data analysis and modelling
techniques to prevent crime, predict and select possible places or people who
may commit crimes. For example, the Los Angeles Police Department used
PredPol (Predictive Policing), drawn from available crime that unveils
possible crimes at particular locations. Likewise, through Strategic Subject
List (SSL) implemented in Chicago assigns probabilities of being involved in
gun violence including criminal arrest records, and gang associations. This
type of systems has proved effective in department of resources as well as
minimization of crime incidence in the related regions. But their effectiveness
hinges a lot on the quality of data iterated as inputs and the non-precipitous

form of algorithms.?

However, the predictive policing systems have been received criticism for
sectarianism where they mirror racial and socio-economic discriminative
factors. Machine learning, specifically, algorithms built from datasets
implicitly programs prejudice perpetrating injustice against minorities. For
instance, a study conducted in 2019 proved that PredPol directed more patrols
to the areas that deal with higher rates of minorities, even where crime rates

were similar to those in white areas. The former biases bring about over-

2 The Economist, 'How Al and Big Data Are Helping to Prevent Crime' (2023)
<https://www.economist.com> accessed 10 January 2025.
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policing and the latter create more mistrust from the public towards police.
Solving these problems entails clear algorithmic architecture, proper
supervision, and the use of multiple types of data to eliminate prejudice and

guarantee equal usage.*°

IV.REGULATORY AND LEGAL CHALLENGES IN THE DIGITAL
ERA

A. Evolution of Regulatory Frameworks for Crypto currencies

The progress of the rules applying to crypto currencies has become an
international issue with government and various regulatory authorities
struggling to manage innovation as well as risks related to finances. A
decentralized financial system is enjoyed by crypto currencies, but draw back
in terms of money laundry, fraudulence, and financial volatilities. The
regulatory response has been varied in different jurisdictions, thus various
authorities have applied divergent strategies that seek to tackle these

challenges.
1. GLOBAL EFFORTS TO REGULATE CRYPTO CURRENCIES

In this regard, governments across the globe are beginning to put in place
measures for mitigating the misuse of crypto currencies. For example, the
United States Securities and Exchange Commission (SEC) has been
responding to various crypto currencies as securities, and therefore falls under
securities law.>! On the other hand, Japan and Singapore have systematized
acceptable guiding rules such as allowing licensing of crypto currency trading

platforms and implementing Anti-Money Laundering (AML) laws. Even

30Richardson R, Schultz J and K. Crawford K, 'Dirty Data, Bad Predictions: How Civil Rights
Violations Impact Police Data Mining and Predictive Policing' (2019) 94 N.Y.U. L. REV. 192.
31'M Zohar, 'Crypto Regulations and Securities Laws: The Global Shift' (2023) 15(1) FINANC.
LAW REV. 44.
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Global bodies such as the Financial Action Task Force on Money laundering
(FATF) has provided suggestions to deal with the menace related with virtual

assets, insisting on clarity and reporting mechanisms for tracking transactions.
2. EUROPEAN UNION AND MICA REGULATION

The EU has recently made a bold step in the regulation of crypto currency
through Markets in Crypto-Assets (MiCA) regulation that was enacted in
2023. Concerning its objectives, MiCA seeks to establish legal certainty to
safeguard investors’ interests and keep the market free from dishonesty
sustainably encourages innovation.*? Licensing of crypto currency service
providers is introduced as well as the enhanced disclosure requirements to
protect from manipulations and fraud cases. One of the things that distinguish
MiCA is its attempts to tame stablecoins since they pose a threat to financial
stability. This regulation aims at eliminating or reducing risks associated with
cryptos while at the same establishing sound legal frameworks that the digital

finance may operate within.
3. BALANCING INNOVATION AND REGULATION

Another significant issue in the company’s regulation is the interaction of
the accelerated process of developing crypto currencies and the putative
regulation. Governing too much in the sector could slow growth and
development, thereby forcing business and startups to other jurisdictions
friendlier to the sector. On the other hand, weak policies cause high risks for
financial losses in the case of large exchanges being involved in fraud.** The

dynamic environment further shows the fact that it is almost impossible to

32 Buropean Commission, '"Regulation on Markets in Crypto-Assets (MiCA)' (European
Commission, 2023).

33 R Agarwal, 'Cryptocurrency Regulations in Asia: Lessons for the Global Market' (2022)
9(2) DFIN 115.
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come up with policies that are innovative and progressive enough to meet
future needs of the market and at the same time safeguard consumers and

financial stability.

In sum, as more and more institutions start to accept crypto currencies,
initiatives such as MiCA define the first steps toward integrated and
collaborative management of the new digital economy. However, the issue
that is not solved to date relates to the ability of the regulations to withstand

technological trends while continued protecting the people.
B. Legal and Ethical Dilemmas in Digital Surveillance

Digital surveillance in the prevention of financial crimes in a growing
subject to legal and ethical concerns. On the one hand, new technologies like
blockchain analytics, artificial intelligence in transaction monitoring, and
facial recognition of criminals provide perfect means of fighting money mules,
fraud, and other related crimes. In contrast, these technologies erode the
communication and privacy rights of the individuals, encouraging arguments

about the efficiency-security-civil liberty trade-off.

Privacy concerns have dominated debate on use of digital surveillance.
Technologies like Artificial intelligence and big data offer means for financial
institutions and regulatory bodies to oversee large quantities of personal data
and thus create risks of misuse, data leakage, and abuse of people’s rights to
privacy. The European Union’s General Data Protection Regulation (GDPR)
and similar regulations have tried to solve these challenges by establishing

high levels of data protection. Still, surveillance practices tend to challenge
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such legal frameworks leaving between legal compliance on the one hand and

the requirement for far-reaching observation of unlawful deeds on the other.**

Cooperation with other countries is one of the key factors that significantly
define wire business efficiency of financial crimes. The regulatory authorities
need to share information of cross-border memberships as financial crimes
know no boundaries. Other international bodies such as the FATF and Interpol
have advanced international standards plus built effective cooperation
between the governments and the financial markets. But the data exchange
between nations on the contrary, creates other issues of privacy, and use of the

shared information in countries that have not stringent data security laws.*

The following exposes some of the most damning examples of the use of
surveillance technologies: Earlier this year when the 2017 Panama Papers
published, the leaked documents show incidences of tax evasion and money
laundering illustrating the use of digital surveillance in a revelation of
financial crimes. Nevertheless, the opponents stated it was questionable
whether assailing unauthorized and confidential information was legal and
ethical.*® In that vein, HSBC’s utilize of automated financial surveillance in
the 2020 FinCEN Files proves to concern polarizing views of the role of
transparency in financial regulation with the preservation of citizen privacy

rights.’’

34'S Zuboff, The age of surveillance capitalism: The fight for a human future at the new
frontier of power (PublicAffairs, 2019).

35 ] Mills, Privacy and surveillance in the digital age (Cambridge University Press, 2021).

36 F Obermaier and B Obermayer, The Panama Papers: Breaking the story of how the rich
and powerful hide their money (Oneworld Publications, 2020).

37 The Guardian, 'HSBC "Moved Vast Sums of Dirty Money" After Paying Record
Laundering Fine' (2020) <https://www.theguardian.com> accessed 20 October 2024.
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Future legal changes in this environment will have to find the correct
measure of legal and privacy protection to secure a financially stable society

as well as personal rights of individuals.
V. THE ONGOING BATTLE: ADAPTING TO NEW THREATS
A. Emerging Trends in White-Collar Crime

Modern white-collar crime has changed its forms as new technologies
have appeared and become an object of criminal activity. Of the identified
threats, ransomware is one of the tendencies, NFT fraud, and different types
of DeFi scams. These crimes exploit the current status of digital assets and
decentralized systems and present enormous challenges to regulatory
measures. Having victim’s data encrypted and demanding payment, usually in
crypto currencies in return has become common in ransomware attacks.
Cybercriminals target weak spots in corporate protection mechanisms and take
advantage of the pseudonymous nature of activity in blockchains.*® This is
because the emerging of ransomware asymmetric as a service also help to

bring this crime to people with limited computer knowledge.

It later leads to situations like NFT fraud that have also been on the rise.
Hackers make fake or copied NFTs and list them within various marketplaces
in an effort to deceive users of the largely uncontrolled and unfamiliar world
of NFTs. This has rendered consumers’ losses financially big and complicated
ownership identification, by Smith & Doe (2023).*’ Similarly ‘rug pulls’ in

NFT projects have also been pointed out as another familiar example of scam

38 H Liao, R White and Y Zhang, 'The Evolution of Ransomware Attacks: Trends, Tactics,
and Regulation Gaps' (2023) 9(1) Cybercrime Journal 54.

3 R White, Y Zhang and H Liao, 'Ransomware-as-a-service: How It’s Changing the
Landscape of Cybercrime' (2022) 11(2) CYBERSECURITY REV.31.

40 J Doe and A Smith, 'The Rise of NFT Fraud: Challenges and Implications for Regulation'
(2023) 5(2) J. DIGIT. ASSET STUD.75.



2025] DIGITAL DOUBLE-EDGED SWORD 195

activity in this field as, Lee and Brown (2022) have stated in their

information.*!

Indeed, DeFi, a relatively fresh and quickly growing industry, has always
been an attractive target for fraudsters, scams, pump-and-dump schemes, rug
pulls, and hacks of decentralized protocols. They hack smart contracts since
smart contracts’ vulnerabilities enable them, or they go for regulatory bodies
since most DeFi platforms function in grey areas that are beyond the purview

of conventional financial regulation.*?

Criminals are very dynamic when it comes to technologies, it only takes
them a short time to invent new mechanisms while the regulatory frameworks
which are usually developed to thwart these techniques take a very long time
to help draft new mechanisms to counter the new innovations. Today,
regulating organizations from all over the globe are struggling to put in
measures that will protect users and consumers but the speed at which

technology is being developed remains a challenge.
B. Future-Proofing Regulation and Technology

For regulation and technology to be future ready it is necessary for
governments and the financial institutions to embrace change and adapt
proactively. New technologies are emerging rapidly and largely financial
crimes use new technologies such as blockchain, artificial intelligence, digital
forensics, and others hence there is a need for new regulations that can fit in
to the new technologies. The regulatory bodies should aim at developing

models that are able to adopt to changes in technologies within the market

41 K Lee and M Brown, 'Scams in Decentralized Finance: An Analysis of DeFi Fraud and
Security Breaches' (2022) 4(3) Blockchain Law Review 112.

42 P Sinha and R Patel, 'DeFi-related scams: Understanding Vulnerabilities and Regulatory
Challenges' (2022) 6(4) J. FINANC. CRIME 99.
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place. Static systems for updating and ongoing reforms to respond to advanced
technologies will be imperative for the relevance of those regulations.
Furthermore, mutual cooperation with businesses can also allow governments
to be cognizant of the latest advancement in technology, and avoid the creation

of loopholes that may be exploited by businessman.

There is therefore the need for constant training for the police force, and
other law enforcement agencies because cases of technological crime are on
the rise. As communication becomes encrypted more and more, complex
interdisciplinary networks, and criminal groups employ powerful means to
avoid detection, digital forensic skills and cyber investigations of police must
match up. There is pre inclusiveness for governments to provide for these
specialized trainings and certification for law enforcement officers and focus
on the best practical knowledge as it concerns the new trends, gadgets and
patterns of law enforcement and crime investigation. Continuing training for
immigration professionals will also guarantee that law enforcement is capable

of combating new types of cyber threats.

Current and potential partnerships and collaboration between the public
and private sectors (PPPs) can bring much to the detection of new forms and
fight against cybercrime. Such collaborations can assist governments to
harness the technological resources and dynamism of the private international
producers while, at the same time, the government can open up resources and
information to the private players. First, PPPs can help create improved
detection capabilities and enhance the flow of the most valuable data
concerning the threats in the cyber space. This speaks a picture of how
governments and businesses can jointly formulate stronger cybersecurity
proactively, as well as sharing the intelligence and developing more creative

solutions to other security risks. Such partnerships can enhance the speed of
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forging breakthroughs and guarantee the efficacy of crime identification

systems in relation to the increasing use of technology.

To put in place a world standard, capable and responsive regulatory system
that can help prevent crime in the future, existing systems can be emulated.
The European Union regulates data privacy through the General Data
Protection Regulation (GDPR), and also provides methods of data
accountability, and the Financial Action Task Force (FATF) is responsible for
setting international standards to fight monetary fraud by money-laundering
and financing terrorism. According to the U.S. Sarbanes-Oxley Act, it is legal
to enhance corporate transparency, make regulations to enforce accountability.
The Technology Risk Management Guidelines of Singapore includes
cybersecurity resilience and Modern Slavery Act for Australia guarantee
supply chain accountability. Including provisions like data protection,
international cooperation, business responsibility, and regulations viewing
particular technologies can create a great structure that can easily be adjusted

for the increased threats.
VI.CASE STUDIES & ANALYSIS

A. Case Study: Crypto currency Fraud and Regulatory Response -
BitConnect fraud

The type of distortion can be described by one of the most grandiose crypto
currency frauds that functioned as a Ponzi scheme while camouflaging as the
investment platform — BitConnect fraud. Launched in January 2016,
BitConnect the company offered big profits to its investors by trading their
crypto currency dubbed BCC and a lending platform. The platform promised
those investments would be managed by a trading bot that offered risk-free

profits of up to 40% per month. Although the scheme continued success for
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several years, by January 2018, the whole scheme shut down eradicating

billions of investors’ money.

The fraud was achieved with an offering promising high guaranteed
returns which is typical of a Ponzi scheme. This was due to the fact that early
investors were being paid out from new participants, and it presented the look
of profitability. BitConnect was swiftly getting popular mainly due to the
marketing campaign and the extra push from influencers and eventual
investment magnifying over $2 billion worldwide. When the market began to
decline and regulators came into the picture, the BitConnect platform was

closed, causing a big loss to its investors.

In turn, regulatory agencies such as the U.S Securities and Exchange
Commission (SEC) charged BitConnect and its promoters. The SEC accused
the operators of taking part in selling securities in contravention of the rules
by selling unregistered securities as well as defrauding investors. Several other
class-action lawsuits were also sued by victims, and some of the promoters of

BitConnect also received charges.*?

This case makes it easier to understand why policing crypto currency
markets poses a big problem to the regulators given that crypto markets are
global and most of them are not as structured as the traditional financial
systems. It also points at the need to enhance on supervision and increased
policies means to check on fraudulent activities, safeguard the investors and
promote the integrity of the markets. Governments across the globe are now

implementing much tighter measures to regulate the operations of crypto

43 US Securities and Exchange Commission, 'SEC Charges Five Individuals in BitConnect
Lending Program Fraud' (2021) <https://www.sec.gov/news/press-release/2021-102>
accessed 20 October 2024.
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currency firms, check fraud and protect the financial sector from such cons in

the future.

There is a need to adequately fund R&D for Al and other related
technologies to determine and solve for those weaknesses and risks. It allows
policymakers and developers to fully understand the state-of-art, explore
exploitable weakness, and anticipate malicious applications. Such an approach
helps unmask underlying best-practice-enhancing concerns that may have
ethical, safety, or privacy implications and leads to the production of research-
backed regulations. R&D also plays a significant role of providing information
that enhances better development of safer and optimally effective
technologies. Due to these considerations, R&D anticipates various problems
to gain public confidence and promote the proper application of technology to
achieve innovation with social concerns to foster sustainable development of
technology and its appropriate use, together with strong governance

frameworks.

B. Case Study: Blockchain’s Role in a Successful Fraud Detection -

The Fisco Crypto currency Exchange Case

It was through the blockchain technology that fraudulent dealings were
discovered when Fisco Crypto currency Exchange (formerly Zaif) in Japan
was hacked in 2018. The exchange was compromised, and the hackers
absconded with more than $60 million in digital currency — Bitcoin, Bitcoin
Cash, and MonaCoin. Still, through the structure of the blockchain cloud,

forensic acquires were able to track the circulation of the debited funds.**

Once the situation was disclosed, blockchain analysts and investigators

tried to track stolen assets through the public ledger. In the case of transactions

# Fisco Digital Asset Group, 'Press Release on The Zaif Exchange Hack and Steps Taken to
Mitigate Damage' (2018) <https://www.fisco.co.jp> accessed 20 October 2024.
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on the blockchain network, they are recorded and cannot be amended; this
gave real-time tracking of the stolen means of trade. This investigative team
used blockchain explorers and analysis tools and monitored the circulation of
the coins from one wallet to another and exchange. There is one thing that
blockchain was transparent, and that meant big transactions could be easily
singled out and reported even when the hackers are using mixing services to

cover the transactions.*

Fisco worked closely with authorities and other exchanges to block the
assets where necessary. Due to immutability of blockchain, evidence
collection had been done without any chances of alteration which was

essential in court.

This particular case suggests that blockchain is useful in bringing more
efficient approach to recognizing fraud due to its transparency and
immutability that enables tracking of fraud transactions within distinct and
interconnected networks within the global level. It also highlights the need for
exchange and regulatory cooperation in guarding against bogus markets and

strengthening cryptosystem security.
VII. CONCLUSION

This article looks into the role that technology plays in white-collar crimes
and finds that it is a both a tool and a shield. However, the progress of the
information technologies contributes to the development of new types of
financial crimes. Terrorism, cybercrimes, identity theft, and other fraudulent
activities have all benefited from technological improvement, meaning people
can perpetrate a crime on a bigger scale. The fact that such transactions are

highly complex and occur at incredibly high speeds and, using anonymizing

4 1 Bashir, Mastering Blockchain: Unlocking the Power of Cryptocurrencies, Smart
Contracts, and Decentralized Applications (Packt Publishing, 2020).
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instruments such as crypto currencies, it has become increasingly challenging
for law enforcement agencies to respond and apprehend individuals involved
in these crimes as they happen. In addition, successive advancements in
artificial intelligence (Al) and machine learning have been adopted as tools
that white-collar criminals use to take advantage of regulatory loopholes, to

crack new codes in manipulating the financial systems.

On the other hand, technology is a good weapon when it comes to
combating white collar crime. Blockchain that enables the recording of the
real time transactions gives a better chance of tracing the transactions hence
reducing on the cases involving fraudulent activities. In the same way, big data
and Al bring analytics to identify potential fraud from various financial
transactions. Standard features like biometric verification, advanced
encryption techniques and security systems act to cushion privacy especially
for the business person or individual against a breach. These technologies have
greatly supported the endeavour of combating money laundering and have also

improved the systems of regulations around the world.
A. Reflections on the Future

In the future, it is going to be important to have a rather effective kind of
approach to both regulation and technology. While offenders become
inventive when it comes to taking advantage of certain weaknesses in
technology these areas need to be controlled in order to minimize the risk
brought about by its misuse. This needs to promote cross-jurisdictional
cooperation, as well as to address legal challenges with the help of advanced
technologies. Thus, governments, financial institutions, and regulatory bodies
have to allocate funds for the realization of artificial intelligence technologies,
block-chain, and data analytics for improving their monitoring capabilities and

thus preventing criminal activity. However, new forms of flexibility like those
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that come from crypto currency regulations such as MiCA that is currently in

development in the EU need constant updates to address the rate of innovation.
B. Final Thoughts

Whether it is about using the technology to advance the firm’s capabilities
or how the advanced technology should not be used for ill purposes, this is the
biggest area of importance. Technology in as far as it can spark development
and better efficiency if embraced but same technology, if left to run rampant
creates more opportunities for crime. An international coordinated approach
which also involves close relationship between technology developers and
strict regulators will be highly important if technology is to be more than a

leveler merely following crime but also helping to prevent it.



