
 

 
Original Article 
ISSN (Online): 2582-7472 

                                            
                                                  ShodhKosh: Journal of Visual and Performing Arts 

July 2024 5(7), 442–448 

 

How to cite this article (APA): Neharika, Yadav, S.K., and Kadakia, B. (2024). The Challenges of Implementing Anti Money 
Laundering Regulations in the Banking Sector. ShodhKosh: Journal of Visual and Performing Arts, 5(7), 442–448. doi:   
10.29121/shodhkosh.v5.i7.2024.2945  

442 

 

THE CHALLENGES OF IMPLEMENTING ANTI MONEY LAUNDERING REGULATIONS 
IN THE BANKING SECTOR 
 

Neharika 1, Sanjay Kumar Yadav 1, Dr. Babita Kadakia 2 
 
1 Indra Gandhi National open University (Maharaja Agrasen College, DU) New Delhi, India   
2 Principal Idyllic institute of Management Indore (MP), India  
 

  

ABSTRACT 
This paper considers the challenges the banking industry faces in implementing AML 
rules; its focus will be on banks in India's Delhi and Uttar Pradesh. The paper has adopted 
a descriptive style of research; the major issues for AML compliance, such as the 
increasing complexity of money laundering techniques, changes in the regulatory 
environment, and inefficiencies of older systems, are identified. By using a standardized 
questionnaire, the researcher surveyed 200 respondents who belong to different types 
of banks and employment occupations. The study brings into light a number of grave 
issues such as ineffectual AML software, inadequate staffing, less participation of the 
clients in providing KYC data, lack of training, and imprecise protocols to detect 
suspicious transactions. It also finds that despite the fact that some of the AML 
procedures, such as reporting and updating of information in KYC exhibit high 
compliance levels, others, such as risk assessment, transaction monitoring, and record 
keeping need to be improved. According to the study, in order to improve AML 
compliance and the overall risk of money laundering within the banking sector, more 
resources, updated training curricula, more efficient software, and more transparent 
internal processes are needed. 
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1. INTRODUCTION 
The financial services industry has long been threatened by money laundering. Although it has always been a 

significant problem in the financial industry, in digital economies with intricately linked financial systems, it assumes 
previously unheard-of proportions. Money laundering makes it possible for criminals to conceal and incorporate illegal 
monies into the mainstream, endangering the stability and integrity of financial institutions. The detection and 
prevention of money laundering-related crimes, including as fraud, drug trafficking, and terrorist financing, depend 
heavily on anti-money laundering (AML) rules. Although banks, financial institutions, and Money Service Businesses 
(MSBs) must comply with AML, doing so in the digital age presents a unique set of difficulties. This blog explores some 
typical AML compliance issues and possible fixes.  
• The main obstacles to AML compliance are listed below, along with solutions: 

Increasing complexity of money laundering methods: Digital economies have increased money laundering volume 
and complexity, making detection and deterrent difficult for firms and regulators. Legalizing illicit monies involved 
smurfing, trade-based laundering, cash smuggling, and shell businesses. These methods persist. Criminals can hide their 
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cash in virtual currencies thanks to digital banking, e-commerce, digital currencies, and virtual assets. These technologies 
are too fast and complex for traditional AML systems. 
• Regulatory changes: AML compliance requirements must be updated frequently due to the intricacy of money 

laundering methods. Adapting to rapid regulatory changes can overburden compliance teams, create gaps, and 
raise compliance expenses.  

• Multi-jurisdictional compliance: AML requirements differ by jurisdiction. Global organizations struggle to comply 
with different cross-border regulations.  

• Inefficiencies in compliance processes: Legacy software, manual processes, physical documents, and isolated 
systems slow AML compliance.  

• Data management: Organizations gather extensive customer, transactional, and third-party data for AML 
compliance monitoring. This may compromise data quality, security, and privacy. False anomaly detection results 
from inaccurate data can hinder risk assessment. 
 

2. LITERATURE REVIEW 
Latif, (2018) analyzed the current anti-money-laundering (AML) procedures at a few Malaysian banks to find out 

what's holding them back from being as effective as they may be. The qualitative study interviewed six participants from 
conventional and Islamic banks in Malaysia. Banks comply with AMLA 2001 AML regulations, according to preliminary 
results. The analysis confirmed previous findings that the main challenges to effectively implementing AML regulations 
are a shortage of trained personnel and an inadequate level of customer education and awareness regarding money 
laundering. As a first step toward better anti-money-laundering (AML) implementation in Malaysia, the paper suggests 
stepping up collaboration with the government and other relevant authorities. The second is BNM's public education 
efforts on financial crime in collaboration with local media and banks. Third, put money into the "Three Lines of Defense" 
proposed by Bank Risk Management, which include staff training, improved system management, resources for the 
compliance section, and more. 

Naheem, (2020) provided a solid theoretical basis for legislation aimed at preventing the laundering of illicit funds 
by financial institutions. This paper discusses a doctoral dissertation that will be published in either the winter or spring 
of 2016 and looks at risk assessment in the context of trade-based money laundering using an agent-principal 
relationship. The purpose of the dissertation is to understand the basic relationships affected by legislation in a money 
laundering environment. The study found that regulating the banking industry as if it were a mere arm of the government 
would not only fail to prevent the development of ML schemes that are difficult to detect, but would rather stimulate 
their formation. Financial institutions, regulators, and law enforcement agencies all have a stake in the findings of this 
study because of their work identifying and combating money laundering. The paper stands apart in light of the fact that 
it gives a complete multi-organization structure that thinks about all elements impacted by AML regulation. It develops 
prior examinations that have revealed insight into a few AML and ML accomplice businesses for the office. 

Ofoeda, et. al. (2022) determined the impact of anti-money-laundering guidelines on the development of the 
banking business all over the planet. Utilizing information from 165 economies across landmasses, monetary levels, and 
administrative frameworks, we test numerous difficult theories from 2012 to 2018. Advancements in the banking sector 
are examined considering anti-money laundering guidelines. (a) To concentrate on this impact, we take a gander at laid 
out and arising economies next to each other. (a) We look at nonlinearities in the connection between the improvement 
of the monetary business and anti-money laundering guidelines. Utilizing the Prais-Winsten technique and board limit 
gauge, we test our anticipated connections. Research has exhibited that creating economies, specifically, benefit from 
anti-money laundering strategies with regards to the advancement of their banking sectors. Our examination shows that 
anti-money-laundering guidelines have edge consequences for our example. Nations with an edge esteem under 1 have 
the best beneficial outcome of anti-money laundering strategies on monetary turn of events, which is in accordance with 
prior results. These countries are for the most part during the time spent creating.  

Mugarura, (2020) maintained that banks cannot function in anarchy, but that companies should be able to run with 
little oversight. The paper's information was winnowed and evaluated from different sources to back up its cases, 
including the Anti-Money Laundering Act 2013 (altered 2017) of Uganda, the Loyalist Act 2001, the Returns of 
Wrongdoing Act 2000, global legitimate instruments, case regulation, books, sites, diaries, strategy archives, and 
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scholarly conversations. The study also makes use of data collected from actual cases involving money-laundering 
regulations in several nations across Africa, Europe, and the United States. A great deal of information was culled from 
many online and print sources to back up the claims made in the book. Developed nations should foot the bill for less 
developed nations' anti-money-laundering and counter-terrorism regulations so that those nations can comply with 
international standards. Keep in mind that money laundering poses a threat to both national and international security 
since banks cannot function in an illegal business environment. 

 
3. RESEARCH METHODOLOGY 
3.1. RESEARCH DESIGN 

The study employed a descriptive research approach to achieve its objectives, whereby the difficulties and degrees 
of compliance related to AML procedures in the banking sector were extensively explored. Such an approach enabled an 
elaborate analysis of the AML laws relating to various types of banks, which are divided into public, private, and 
international types; this bank was observed in Delhi and Uttar Pradesh, India. 

 
3.2. SAMPLING TECHNIQUE 

A multi-stage random sampling technique was first adopted for selecting participants. Due to the inordinately large 
number of incomplete questionnaires, though, the researcher shifted to a snowball sampling strategy that successfully 
helped gather the responses desired from employees within the target demographic. For the final sample, 200 
responders guaranteed a representative range of workers from different kinds of banks, job functions, and experience 
levels. 

 
3.3. DATA COLLECTION 

During the period August 2017 to January 2018, structured questionnaires were provided to the bank employees in 
order to collect data. The questionnaire was pilot-tested with 30 workers of different banks to assure its validity and 
reliability. Changes made in response to the feedback received during the pilot phase enhanced the accuracy and 
applicability of the finished instrument. It was arranged to get opinions on AML procedures, compliance levels, and 
difficulties in their implementation. 

 
3.4. DATA ANALYSIS 

The collected data was coded by using the SPSS software. The responses were binned into three compliance levels: 
Low, Neutral, and High through the Visual Binning tool in SPSS by summing the respective scores of each part. This made 
the consideration of opinions provided by respondents for AML procedures on several domains as concerning 
compliance more understandable. A Kruskal-Wallis and Mann-Whitney U test has been conducted to identify statistically 
significant differences in compliance levels based on demographic factors such as: Bank type Employee designation 
Work experience These evaluations helped determine if employee profiles had an effect on whether they responded 
differently to specific AML-related issues and compliance procedures. 

 
4. DATA ANALYSIS 
4.1. DESCRIPTION OF THE SAMPLE 

Table 1: Brief Profile of the Study Participants 
Category Sub-Category No. of Respondents Percentage (%) 

Type of Bank Public 127 63.5 
Private 60 30.0 
Foreign 13 6.5 

Bank Location 
 

Delhi 75 37.5 
Uttar Pradesh 125 62.5 

Employee Designation Branch Supervisor/Associate Branch Chief/Official 110 55.0 
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Clerks 90 45.0 
Working Experience 

 
Under a year 43 21.5 

12–24 months 76 38.0 
24–60 months 18 9.0 

More noteworthy than 60 months 63 31.5 
Total  200 100 

 
Figure 1 Brief Profile of the Study Participants 

  
The table 1 will give a comprehensive view of the research participants who regarded the challenges in 

implementing AML law in the banking sectors. There are 200 samples with majority (63.5%) working with state banks, 
private (30.0%) followed by international (6.5%). Most responders were from Delhi 37.5% and Uttar Pradesh at 62.5%. 
Regarding occupation, 45.0% of the respondents are clerks, and 55.0% officers, branch managers, or deputy branch 
managers. A big proportion of respondents-38.0%-have 12–24 months of job experience, while 31.5% have more than 
60 months. The data represents a wide range of employees from different types of banks, regions, and jobs. Thus, the 
situation of difficulty in meeting AML requirements that the banking industry encounters can be known in detail. 

 
4.2. BANK AML PROCEDURES 

Table 2: The respondents' distribution based on compliance level 
Consistence Level Low (%) High (%) Undecided/Neutral (%) 

Bank's AML Strategy 134 (67.0) 20 (10.0) 46 (23.0) 

Customer Recognizable proof Measures 15 (7.5) 115 (57.5) 70 (35.0) 

Risk Evaluation and the executives 39 (19.5) 77 (38.5) 84 (42.0) 

Managing Wire Moves 55 (27.5) 85 (42.5) 60 (30.0) 

Exchange Observing 55 (27.5) 56 (28.0) 89 (44.5) 

Revealing 0 (0) 145 (72.5) 55 (27.5) 

KYC Updation 22 (11.0) 160 (80.0) 18 (9.0) 

Record Maintenance 14 (7.0) 97 (48.5) 89 (44.5) 
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Figure 2 The respondents' distribution based on compliance level 

Table 2 reports on the compliance of bank AML by respondents. Most of the respondents, namely 67.0%, assert that 
their banks' AML policies are never followed, whereas 10.0% claim that they are followed and 23.0% are not sure. With 
regard to identification of consumers, 57.5% of the respondents assert high compliance and 7.5% low compliance. Risk 
assessment and management techniques were nearly balanced, as 38.5% reported high compliance and 42.0% were 
indifferent or uncertain. Most respondents indicate a poor or undetermined compliance rate for wire transfer, 
transaction monitoring, and record management, which implies a possible scope of improvement. The highest reporting 
practices stand at 72.5% and KYC updation at 80.0%. Though the reporting and KYC updation are seen to be compliant 
on the whole, risk management, wire transfers, and record maintenance are not, pointing towards the continued 
improvement need in AML processes in the banking sector. 

 
4.3. OBSTACLES IN THE IMPLEMENTATION OF AML 

Table 3: Issues with Employees in the Implementation of AML/CFT 
Statement  Strongly 

Disagree 
(%) 

Disagree 
(%) 

Undecided 
(%) 

Agree 
(%) 

Strongly 
Agree (%) 

Mean SD 

Resources Deficit Inadequate funding for 
anti-money laundering 

operations 

3.3 17.9 15.3 49.5 14 3.53 1.04 

Lack of employees 
impacting AML 

compliance 

1.8 8.9 24.7 27.3 37.2 3.89 1.06 

Inadequate AML 
software 

7.9 4.6 29.3 32.9 25.3 3.63 1.14 

Lack of Customer 
Support 

Reluctant customers to 
divulge KYC information 

8.7 5.9 7.4 55.4 22.7 3.78 1.12 

Incomplete paperwork 
while starting an account 

6.1 26.5 8.2 41.6 17.6 3.38 1.22 

AML-related privacy 
problems 

2.3 17.3 12.8 30.9 36.7 3.82 1.17 

Lack of Sufficient 
Training 

Absence of regular AML 
training 

2.3 9.2 28.8 35.5 24.2 3.70 1.00 
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Not enough AML 
instruction 

6.4 4.6 30.6 29.8 28.6 3.69 1.12 

Other Implementation 
Issues 

Lack of KYC authenticity 
verification 

15.8 26.8 26.5 25.3 5.6 2.78 1.15 

Inadequate KYC for 
determining the 

beneficial owners 

4.6 32.9 24.2 22.2 16.1 3.12 1.16 

KYC is unable to 
recognize PEP linkages 

4.1 15.1 9.7 45.9 25.3 3.73 1.11 

Laws protecting 
customer privacy impede 

unified KYC 

0.5 2.3 18.6 35.2 43.4 4.19 0.85 

Uncertain protocols for 
transactions that seem 

suspicious 

13 16.6 25.5 27.8 17.1 3.19 1.27 

Finding questionable 
transactions might be 

challenging 

3.8 11.5 25.3 37.8 21.7 3.62 1.06 

Inadequate Feedback 
and Information Sharing 

 

No comments regarding 
the efficacy of AML 

3.6 6.1 32.1 42.9 15.3 3.60 0.94 

No remarks on the 
reports that were 
submitted 

5.1 8.7 30.6 40.6 15.1 3.52 1.01 

No trade of data about 
wrongdoers 

8.4 8.4 7.9 59.9 15.3 3.65 1.10 

 
The table 3 reveals that bank employees have challenges in enforcing the AML and CFT controls. Small budgets 

(67%) and employee shortages (66%) set limits to AML compliance, as several respondents observed. Many further 
indicated that AML software fails to detect suspicious transactions (58%). Reluctance in providing the KYC and 
inadequate documentation were customer-related issues, as 68% of customers expressed fear of privacy attributed to 
the AML rules. For 63% of responders, the AML practice training was inadequate. Some of these issues include KYC 
authentication, identification of the beneficial owner, PEP detection, and compliance with international customer privacy 
regulations. AML adoption is complicated by ambiguous procedures for suspicious transaction detection and reporting, 
inadequate feedback, and poor internal communication. These findings prove that banks require better resources, 
training, software, and processes to adapt to AML and CFT. 

 
5. CONCLUSION 

This research found that Delhi and Uttar Pradesh banks face several significant AML implementation issues. 
Although KYC updates and reporting are relatively compliant, transaction monitoring, risk assessment, and record 
maintenance are still short of requirements. The survey revealed that insufficient resource staff, staffing, AML software, 
and an unwillingness of customers to provide KYC information hinder AML procedures. The problems are exacerbated 
by the lack of training for bank employees and suspicious transaction rules. The implementation of AML is complicated 
by customer privacy, KYC authenticity verification, and international privacy rules. Based on the findings, banks need to 
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invest in better resources, innovative software, and regular comprehensive employee training to enhance AML 
compliance and subsequently diminish the threats posed by money laundering. A more transparent internal process 
along with clearer suspicious transactions protocols are the requirement to have a more effective AML framework to 
further enhance banking sector integrity and resistance to money laundering. 

  
CONFLICT OF INTERESTS  

None.   
 

ACKNOWLEDGMENTS 
None. 
 

REFERENCES 
Amrani, H. (2012). The development of anti-money laundering regime: challenging issues to sovereignty, jurisdiction, 

law enforcement, and their implications on the effectiveness in countering money laundering. 
Arnone, M., & Borlini, L. (2010). International anti‐money laundering programs: Empirical assessment and issues in 

criminal regulation. Journal of Money Laundering Control, 13(3), 226-271. 
Bergström, M. (2018). The many uses of anti-money laundering regulation—Over time and into the future. German Law 

Journal, 19(5), 1149-1167. 
Dill, A. (2021). Anti-money laundering regulation and compliance: Key Problems and Practice Areas. Edward Elgar 

Publishing. 
Jayasekara, S. D. (2018). Challenges of implementing an effective risk-based supervision on anti-money laundering and 

countering the financing of terrorism under the 2013 FATF methodology. Journal of Money Laundering Control, 
21(4), 601-615. 

Latif, A. M. A., & Abdul-Rahman, A. (2018). Combating money laundering in Malaysia: current practice, challenges and 
suggestions. Asian Journal of Accounting and Governance, 10(1), 123-134. 

Mugarura, N. (2020). Anti-money laundering law and policy as a double edged sword. Journal of Money Laundering 
Control, 23(4), 899-912. 

Nafula, W. A. M. (2019). Challenges of Implementing Effective Anti-Money Laundering Strategies in Kenyan Commercial 
Banks (Doctoral dissertation, University of Nairobi). 

Naheem, M. A. (2020). The agency dilemma in anti-money laundering regulation. Journal of Money Laundering Control, 
23(1), 26-37. 

Ofoeda, I. (2022). Anti-money laundering regulations and financial inclusion: empirical evidence across the globe. Journal 
of Financial Regulation and Compliance, 30(5), 646-664. 

Ofoeda, I., Agbloyor, E. K., Abor, J. Y., & Osei, K. A. (2022). Anti‐money laundering regulations and financial sector 
development. International Journal of Finance & Economics, 27(4), 4085-4104. 

Sahu, M. K. (2020). Machine Learning for Anti-Money Laundering (AML) in Banking: Advanced Techniques, Models, and 
Real-World Case Studies. Journal of Science & Technology, 1(1), 384-424. 

Subbotina, N. (2009). Challenges that Russian banks face implementing the AML regulations. Journal of Money 
Laundering Control, 12(1), 19-32. 

Zagaris, B. (2007). Problems applying traditional anti‐money laundering procedures to non‐financial 
transactions,“parallel banking systems” and Islamic financial systems. Journal of money laundering control, 
10(2), 157-169. 

Zavoli, I., & King, C. (2021). The challenges of implementing anti‐money laundering regulation: an empirical analysis. The 
Modern Law Review, 84(4), 740-771.       

 
 
 

 

https://www.granthaalayahpublication.org/Arts-Journal/index.php/ShodhKosh
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945
https://dx.doi.org/10.29121/shodhkosh.v5.i7.2024.2945

