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Abstract 

Money laundering (ML) and terror financing (TF) pose significant threats to global 

financial stability, security, and economic development. The scale of the challenges has 

made it necessary to take substantive steps in many legal and regulatory attempts to 

combat crime at both international and national levels, in particular, anti-money 

laundering (AML) and counter-terrorism financing (CFT) international regulations have 

evolved through a complex network of legal frameworks designed to protect financial 

systems from abuse. These frameworks aim to harmonize national laws, facilitate 

international cooperation, and ensure consistent enforcement across jurisdictions. This 

study examines the historical1 and legal progression of AML and CFT frameworks and 

analyzes the internationalization of key frameworks in combating illicit financial activities. 

Central to this analysis is the evaluation of major periods that led to the foundation of 

global AML and CFT efforts, shaping national policies, and enforcement mechanisms. This 

study identified four core elements that regulate AML and CFT national laws in accordance 

with international standards. These core elements created legal obligations, boosted 

financial oversight, improved cross-border cooperation and dismantled illicit financial 

activities. Despite substantial endeavors, the persistence of fragmentation, varying 

enforcement standards, and jurisdictional complications obstruct the unification of AML 

and CFT initiatives. This study recommends continuous legal evolution, stronger 

institutional collaboration, and enhanced enforcement regulation through historical and 

legal analyses of Internationalization of major frameworks in combating ML and TF. 
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1. Introduction 

Money laundering (ML) and terror financing (TF) threatens to damage the stability and 

Integrity of global economy, which requires a strong, adaptive, and flexible international 

legal regime. ML provides the unlawful process of concealing the sources of illegally 

gained money, in order to give the impression that they derive from legal directions 

(Schneider el al., 2008). It usually takes place in three stages. First, laundering may deposit 

illegal earnings in the banking arena. After that, funds are transferred through numerous 

transactions to hide their roots in the course of the layering phase. Lastly, the "dirty money" 

is completely laundered through further transactions and becomes part of legitimate 

economy. The process does not only enable a number of crimes, including drug trafficking, 

but also causes great threats to the entire economy of the world. In the place stage, ML 
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commonly inflows dirty money into the finance sector, usually in the form of structured 

deposits, smurfing, and the businesses that involve cash (Whisker et al., 2019). During the 

stage of layering, mixing services of crypto currencies, cross-border transfers, and 

complicated transactions mask the source of illicit money, and its detection becomes a 

challenge (FATF, 2020). The integration phase reintegrates laundered money into the 

economy either by investing it, acquiring real estate, or even using shell companies (Kaur 

et al., 2022). 

The evolution of ML and TF laws has been significantly influenced since their inception, 

along with the development of global financial systems, emerging trends and risks. The 

Bank Secrecy Act (BSA) of 1970 marked the pivotal starting point in this evolution 

((Sharman, 2011), establishing the first comprehensive legal framework in the United 

States (US) to combat ML by requiring financial institutions to report certain transactions. 

Early efforts in the 1970s were mainly regulatory, focusing on preventive measures such 

as record keeping and reporting of suspicious transactions, with relatively limited 

international cooperation.  

The 1980s indicated a shift towards the criminalization of predicate offences, as countries 

like the US and the United Kingdom (UK) implemented specific ML offences. 

Significantly, the United Nations Vienna Convention in 1988 expanded the definition of 

these crimes. Jelsma (2017) outlined the prospects for a treaty that calls the state parties to 

criminalize the handling of drug trafficking. In addition, the Basel Committee on banking 

supervision described sound principles (Supervision B., 2011), which ensured that the 

financial sector was not used for ML and TF. 

The crucial stage began with the establishment of the Financial Action Task Force (FATF) 

in 1989, as global collaboration in the combat against money laundering (ML) and terrorist 

financing (TF) became imperative in the evolving financial landscape (Unger & Ferwerda, 

2011). This global initiative has culminated in the enactment of AML and CFT legislation 

across various jurisdictions. The internationalization of these frameworks is perceived as a 

vital mechanism for protecting the financial system from illicit financial activities that 

threaten the integrity and stability of the global economy (Beekarry, 2011; Sharman, 2011). 

This study examines the historical foundations, internationalization of frameworks, and 

evaluates four core dimensions of the AML and CFT legislation. Which include regulation 

and legal systems, criminalization and preventive measures, international and institutional 

cooperation, asset freezing and confiscation. The following core questions are addressed 

in this study: How has international legal architecture developed and evolved over time to 

combat ML and TF related offences? What are the core elements and structures of legal 

architecture for AML and CFT? This study is a theoretical work rooted in historical legal 

development and traces how early regulations established the foundation for modern AML 

and CFT measures and strategies. 

2. International legal architecture for AML and CFT Laws   

The international landscape of AML and CFT regulations has witnessed profound changes 

in the last few decades, influenced by several landmark agreements and conventions, all 

designed to enable a cohesive global response to financial criminality (Unger & van der 

Linde, 2013). Existing regulatory frameworks are primarily administered through global, 

multilayered, and regional enforcement bodies, which often suffer from conflicting 

jurisdictional interpretations and enforcement asymmetries (Beekarry, 2011). This 

underscores the importance of harmonizing national legislation with international standards 

to effectively combat money laundering and terrorist financing as transnational financial 

crimes. 
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This section explores the international theoretical framework grounded in the global AML 

and CFT agenda and legal institutions, building around action plans promulgated by leading 

international bodies such as the UN, the FATF, and the EU. This offers deep insight into the 

international legal infrastructure of AML and CFT and its impact on domestic systems. 

These frameworks are vital for understanding the legislative and regulatory policies that 

are described in later sections of the paper, including the historical context and important 

international legal instruments. 

2.1 Concept of global legal frameworks: Global legal frameworks refer to a system of rules 

applicable internationally, meaning that they help countries work together on issues that 

cross borders, such as illegal financial activities, particularly ML and TF. These frameworks 

are crucial to the establishment of international governance standards. They include 

treaties, conventions, and organizations such as the UN, EU, G7, IMF, World Bank and 

FATF, which set binding treaties, non-binding declarations rules, and standards that 

collectively form a structure of layered governance (Shaffer at al., 2009). For instance, the 

FATF’s 40 recommendations set standards for preventing illicit financial flows. Historically 

criminal law is shaped by the power dynamics of states, with governments creating legal 

structures to control and regulate society (Corda, 2020). However, Chazal (2013) argued 

that crime has become increasingly transnational, and the traditional boundaries originally 

created for national control, are no longer sufficient to address the problem. 

The development of a global regulatory framework to combat ML and TF has resulted in 

collaboration for several years. The global governance architecture for AML and CFT has 

a three-tier structure. These layers interact to create a unified system that is intended to 

combat and deter cross-border financial crimes. Figure 1 illustrates the multi-layered 

structure of AML and CFT governance, showing the global, regional, and national bodies 

leading players in setting the initiative.  

 

Figure 1. Global Multilayered AML and CFT governance Model 

Source: Author’s own work 

The top layer of the pyramid represents international standards, which are the highest level 

of AML and CFT governance. International Conventions, Treaties, Recommendations, and 

Global bodies like UN, UNSC, FATF etc. issue these international standards that develop 
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global initiatives to form stringent legal frameworks uniformly. The bottoms layer indicates 

the regional and national bodies (such as FATF’s regional bodies, and the EU) which 

translate these global standards into a regional context and implement them. 

At the lowest layer, national authorities, such as FIUs and central banks, enforce rules and 

oversee compliance in the field. The stratified model allows for an integrated response, 

ensuring that transnational cooperation in fighting financial crimes is efficient. The global 

framework includes general principles that are regionalized and nationalized to develop 

more consolidated, but flexible, approaches to ML and TF related activities. 

Because no single country can deal with these crimes on its own, as Arnone et al. (2010) 

explained, financial criminals exploit the involvement of multiple jurisdictions and 

countries must incorporate international standards and tailor them to their national 

standards to develop a cohesive effort to combat these crimes. For example, as noted by 

van Duyne et al. (2018), international treaties and bilateral agreements—including mutual 

legal assistance and extradition treaties—enable cooperation between states to exchange 

information and take action against criminals across jurisdictions. 

2.2 Globalization, international treaties and conventions: Globalization is the process of 

lowering the barriers to contact across the globe. In one world, we become more physically, 

legally, culturally and psychologically involved with one another, as highlighted by Scholte 

(2017), who provided a critical introduction to the concept of globalization. It is also 

marked by no limits on capital flows, as Okogbule (2016) discusses fast financial 

innovation, and some form of electronic transactions, while also creating the potential for 

economic growth but at the same regulatory challenges in terms of financial crime.  

Indeed, as both financial activities and regulatory enforcement migrate beyond traditional 

national borders, years of scholarly work advocating state-centric regulatory enforcement 

cannot maintain control. Further, Vorbach III (2001) argues for moving beyond state-centric 

approaches to address transnational security threats. There is increasing recognition of the 

need for a more harmonized legal framework at the international level, reflected in the 

proliferation of international treaties and conventions aimed at creating uniform regulatory 

requirements and strengthening cross-border enforcement mechanisms. 

A. Globalization and Its Influence on AML/CFT Governance: Globalization has 

impacted state sovereignty, particularly in the governance of AML and CFT regulations. 

Traditionally, the Westphalian model of sovereignty stressed the state domination of legal 

relations, economics, and the minimization of foreign involvement. Unlike the careful 

exploration by Scholte (2005), the integration of financial markets, emergence of 

transnational forms of regulation, and cross-border expansion of financial services 

gradually altered the nature of the legal domain, leading to a transition from a state-centric 

regulatory order towards a more coherent and cooperative model of international 

regulation. According to Sharman (2011) the rise in these integration and decentralized 

technologies has exposed regulatory asymmetries. Offshore hubs and tax havens exploit 

jurisdictional gaps, leveraging sovereignty to resist AML and CFT harmonization while 

attracting illicit flows. 

B. Key International Conventions, Protocols and Recommendations: The role of 

international conventions, protocols, and recommendations in shaping the governance of 

AML and CFT has garnered significant academic attention, as Shaffer and Pollack (2010) 

discussed the growing influence of soft law in international governance and explored the 

implications of these legal instruments in global financial regulation. The EU has 

participated in the evolution of AML and CFT initiatives since their inception, such as 

Council of Europe conventions and directives that criminalize money laundering and 

suppress terrorism financing (Borlini, 2017). The EU has also contributed to the FATF, 

significantly influencing the development of FATF standards within member states’ 

domestic laws. These frameworks are critical for harmonizing legal practices and fostering 
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international cooperation to combat financial crimes that transcend borders. Table 1 

summarizes the role of different legal instruments in AML and CFT governance, 

emphasizing their impact on international cooperation and regulation of frameworks across 

the globe.  

 

Table 1. The role of different legal instruments in AML and CFT governance 

Legal 

Instrument 
Definition Key Examples Significance 

Treaties, 

Convention 

and 

Declaration 

International 

agreements that 

require 

ratification and 

impose legal 

obligations on 

states (Kates & 

Katz, 2011). 

.  

Vienna Convention on 

the Law of Treaties 

(VCLT), International 

Convention for the 

Suppression of the 

Financing of Terrorism 

(1999) etc. 

Establishes 

foundational rules 

for treaty 

formation, 

interpretation, and 

enforcement, 

ensuring global 

consistency 

(MacDougal, 

Lasswell, & 

Miller, 1994). 
 

Protocols 

Supplementary 

legal instruments 

to conventions 

that address 

specific issues 

and require 

separate 

ratification. 

(United Nations, 

n.d.) 

key examples of 

protocols relevant to 

financial crime and 

international criminal 

law: Firearms Protocol, 

Human Trafficking 

Protocol, Migrant 

Smuggling Protocol 

contain in the Parent 

Treaty Palermo 

Convention, 2000 

Protocols often 

strengthen 

international 

cooperation, 

establish legal 

frameworks for 

enforcement, and 

set standards to 

combat illicit 

financial 

activities. 
 

Recommendati

ons 

Non-binding 

guidelines that 

provide 

flexibility in 

implementing 

international 

standards 

without legal 

compulsion. 

Beekarry (2011) 

FATF 40+9 

Recommendations 

Guides nations in 

aligning policies 

with global 

standards, 

promoting 

cooperation 

without legally 

binding 

obligations. 

Beekarry (2011) 
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Source: Author’s own work 

Conventions typically set out broad principles, while recommendations offered non-

binding, detailed guidelines for implementation. Bodansky (2015) explored the distinction 

between legally and non-legally binding instruments in the context of international 

agreements. In some cases, recommendations are not linked to any specific convention and 

can function as autonomous legal instruments aimed at guiding member states by applying 

broader principles of global treaties (Pavlidis, 2021). 

The process of international treaties is generally of several levels, where, after negotiation, 

it passes through various stages until it finally enters into force, sometimes after years or 

decades-an example is the United Nations Convention on the Law of the Sea that took 14 

years to be in full legal force, after it was adopted in 1982 (United Nations, 2001), or the 

Paris Agreement on Climate Change, which entered into force less than one year after it 

became adopted, to date forming one of the fastest implemented major international treaties 

in history (Carlarne et al., 

In addition, regional guidelines have also played an instrumental role in solving region-

based issues as perceived by the international AML and CFT systems, with one example 

being the guidelines adopted by the EU.  Borlini (2017) explains how the EU is combating 

ML and TF in a more Balkanized world. These regulations, despite being legally 

enforceable to the EU member countries, are part of the overall international regulatory 

convergence. The regulatory activities of the EU are within the wider objective of achieving 

global regulatory harmonization to deal with the issues of regulatory fragmentation 

(Marquès-Banqué, 2018).  

The contribution of such bodies as European Public Prosecutor Office (EPPO), Europol, 

OLAF, etc., in the implementation of the EU anti-money laundering and counter-terrorism 

Legal 

Instrument 
Definition Key Examples Significance 

EU 

Conventions 

and Directives  

Legislative 

measures aimed 

at preventing ML 

and TF within 

the EU. These 

directives and 

The Council of 

Europe 

Convention on 

Laundering, 

Search, Seizure 

and Confiscation 

of the Proceeds 

from Crime 

establish 

comprehensive 

frameworks for 

compliance, 

supervision, and 

enforcement of 

AML and CFT 

laws. 

EU AML Directives 

(AMLD1-6), Council of 

Europe Convention on 

Laundering, such as 

Warsaw Convention, 

2005 and 1990 

Strasbourg Convention.  

The EU's AML 

Directives play a 

pivotal role in 

harmonizing 

financial crime 

regulations across 

member states, 

enhancing 

international 

cooperation, and 

facilitating the 

detection, 

investigation, and 

prosecution of 

ML and TF 

activities. The 

Warsaw 

Convention is the 

first international 

convention 

covering both the 

prevention and 

control of ML and 

TF. 
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financing strategies should be considered an example to be taken by other territories, the 

unified framework of which can help international collaboration and compliance. They 

carry out operations independently and also in conjunction with other national institutions 

and international agencies to address financial crime that is threatening financial integrity 

within the EU. The EPPO which has a legal mandate to prosecute cases of cross border 

fraud crimes that damage the EU financial interests, is part of these elements where the EU 

itself serves in a unique role in increasing supranational legal intervention in taming the 

crimes of money. 

Besides, the proposed Anti-Money Laundering Authority (AMLA), outlined in the 

European Commission’s 2021 AML package, was expected to reinforce the EU framework 

by providing direct supervision of high-risk areas of the financial field and improve 

interconnectivity with national Financial Intelligence Units (FIUs). 

The EU is working towards a single rulebook for AML and CFT, minimizing discrepancies 

in how member states implement and enforce regulations.  

2.3. The core elements of AML and CFT frameworks:  AML and CFT frameworks have 

long been the bedrock of global financial governance based on basic principles from 

international legal instruments, such as the Vienna Convention (1988), Palermo 

Convention (2000) and FATF Recommendations, which obligate states to criminalize ML 

and TF, adopt preventive measures and promote cross-border cooperation. These 

frameworks seek to detect, disrupt and reduce the threat of ML and TF. Although the 

foundational components of the AML and CFT frameworks have been established, 

difficulties exist regarding their implementation and efficacy. Applying such frameworks 

across the globe can differ in terms of practicality because of political and economic factors 

as a reason for their differential application among countries (Unger & Ferwerda, 2011). 

A. Concept of ML and TF: ML is a global financial crime that is widespread and 

complex, enabling corruption, organized crime and terrorism. It undermines economic 

stability, weakens financial institutions, and threatens global security (Clarke, 2021). The 

United Nations Office on Drugs and Crime (UNODC) calculates 2-5% of global GDP is 

laundered annually. Thus, due to the cross-border nature of this phenomenon, legal 

instruments as well as international coordination complications and expansion rates 

(Arnone et al., 2010; Sotande, 2018).With the rise of digital banking, virtual assets, and 

decentralized finance (DeFi), money laundering techniques continue to evolve, 

necessitating stronger AML and CFT frameworks (Whisker et al., 2019). 

TF is the process of providing funds or financial support to terrorists, making it one of the 

vital parts of planning and executing terrorist acts, as it provides the means for the 

recruitment, training, and procurement of weapons. The international scope of the fight 

against TF was demonstrated by the 9/11 attacks, which raised awareness of the potentially 

catastrophic implications of TF, as pointed out by Pieth (2002), who addresses methods for 

tracing financial flows in the context of TF. The 1MDB Scandal (2014–2018) further 

illustrated how large-scale financial crimes could facilitate terrorism, prompting calls for 

enhanced international cooperation and stricter regulatory frameworks (Siddiquee et al., 

2022).  

B. Core Elements of AML and CFT Frameworks: The AML and CFT frameworks 

are fundamentally organized around four essential components: regulatory measures, 

criminalization processes, cooperative mechanisms, and the freezing or confiscation of 

assets. Together, these elements shape the legal, institutional, and operational responses to 

financial illicit activities in an integrated and effective global manner. Figure 3 shows the 

four basic elements of AML and CFT and their interrelatedness. These components 

complement each other and offer a universal system for the prevention of global financial 

crimes. 
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Figure 2 Core Elements of AML/CFT Frameworks 

Source: Author’s own work 

 

These four components converged to establish comprehensive AML and CFT governance 

aimed at ensuring worldwide compliance, robust enforcement and sound financial integrity. 

Regulation and development of legal frameworks form the backbone of AML and CFT 

governance by providing binding legal frameworks, compliance standards, and oversight 

mechanisms. International bodies mandate and influence countries to criminalize money 

laundering, strengthen financial regulations, and establish FIUs (Arnone et al., 2010).  

Criminalization and preventive measures ensure that money laundering (ML) and terrorist 

financing (TF) offences are recognized and punished under domestic law. Conventions such 

as the International Convention for the Suppression of the Financing of Terrorism (1999) 

and the United Nations Convention against Corruption (2003) impose obligations on states 

to define and criminalize financial crimes, including TF, illicit financial flows, and 

corruption-related money laundering (Beekarry, 2011). Enforcement mechanisms are 

essential for ensuring compliance with AML and CFT regulations and penalizing non-

compliance. However, enforcement challenges persist due to jurisdictional fragmentation, 

variations in the legal definitions of ML and TF, and the inadequate implementation of asset 

recovery laws (Pieth, 2011). 

Cooperation mechanisms enhance international and domestic collaboration. The common 

cross-border elements of financial crime necessitate international cooperation for the 

effective enforcement of AML and CFT. These collaborative mechanisms include sharing 

of intelligence, joint investigation teams, and Mutual Legal Assistance Treaties (MLATs) 

(UNODC, 2012). Interpol, Europol and the Egmont Group of FIUs enable the 

investigation of financial offences across jurisdictions. Countries with unclear or financial 

secrecy in their financial systems, or those which do not meet the global standards for AML 

and CFT reporting, present challenges for enforcement by allowing financial criminals to 

exploit regulatory arbitrage between jurisdictions. (Haberly et al., n.d.).  

The process of asset freezing and the confiscation mechanism disrupts illicit financial flow. 

The freezing and seizure of unlawful financial assets constitute vital elements of the AML 

and CFT strategies. Legislation pertaining to asset recovery enables governments to 

confiscate assets derived from criminal activities, disrupt financial infrastructures, and 

prevent reinvestment in unlawful endeavors (Ryder, 2015). Many international 
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conventions, such as the Merida Convention (2003) and the Palermo Convention 

(2000),further require the signatory states to implement provisions regarding asset freezing, 

forfeiture, and confiscation (Arnone et al., 2010). 

3. Historical context of the legal framework 

Global responses to ML and TF have developed over time through sophisticated networks 

of international legal structures, policy interventions, and institutional frameworks. These 

legal structures were influenced by a variety of historical events, and have undergone 

transformations in response to economic downturns, societal shifts, and advancements in 

technology. As highlighted by Levi and Reuter (2006), the contemporary financial 

regulatory environment has developed over several decades to safeguard global financial 

integrity. 

Key regulators and actors play crucial roles in the development, implementation, and 

application of AML and CFT measures, such as the FATF, the UN, the G8/7, the IMF, and 

the World Bank. Figure 4 illustrates the interconnected contributions of these institutions 

to the evaluation and enforcement of AML and CFT frameworks. 

 

Figure 4. Key contributions of Global Institutions and Initiatives 

Source: Author’s own work 

These institutions played an instrumental role in laying down guidelines that determined 

the transparency, accountability, and security of finances. Collectively, they are not only 

regulatory agencies, but also conduct compliance assessments, provide forms of technical 

assistance, and coordinate globally to mitigate the risk of illicit financial flow (Halliday et 

al., 2014). Together, these processes create comprehensive financial governance. Table 2 

provides a concise summary of the major legal developments across the three AML and 

CFT evaluation periods, highlighting the strategies adopted to respond to these crimes. 

Table. 2 The major legal developments of AML and CFT frameworks events  

ERA                                           YEAR                          STRATEGY                    

OUTCOMES 
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Early Foundations 

of AML and CFT 

Frameworks 

 

1970–1990s 

Transnational 

financial crime 

complexity, 

Involvement of 

international 

organizations (FATF, 

UN, G8, IMF, World 

Bank) 

Strengthened Global 

support, Enhanced 

formulation, 

implementation, and 

Enforcement of 

AML/CFT measures 

 

 

 

 

 

 

 

 

 

The post-9/11 

global security 

landscape 

 

 

 

 

 

 

 

 

 

2001 to 2014 

 

 

 

 

Post-9/11 global 

security paradigm 

shift, Financial 

underpinnings of 

terrorist networks, 

Legal and regulatory 

challenges, 

Introduction of the 

Nine Special 

Recommendations 

on TF by FATF, 

Jurisdictional 

differences in 

AML/CTF 

enforcement, 

Expansion of 

financial sanctions 

and asset-freezing 

measures 

Creation of 

comprehensive 

international AML/ 

CTF infrastructure, 

Legal mandates for 

criminalizing 

terrorist financing, 

Binding UN 

Security Council 

Resolutions shaping 

global CTF 

measures, 

Establishment of 

specialized financial 

intelligence units 

(FIUs), Institutional 

transformation of 

the FATF with 

blacklisting 

mechanisms, 

Improved 

international 

cooperation in 

freezing assets and 

sharing intelligence 

 

 

 

The Modern Era: 

The rise of 

Digitalization 

 

 

 

2015–2022 

Extension of 

AML/CTF 

regulations to digital 

assets, high-profile 

financial scandals 

(e.g., Panama Papers, 

Pandora Papers, 

Dubai Leaks), 

exploitation of tax 

havens and offshore 

financial systems, 

cyber laundering 

through online 

anonymity and 

digital channels 

(Leslie, 2013), FATF 

revisions to 

Recommendations 

15 and 16 on virtual 

assets, EU 

implementation of 

Increased regulatory 

focus on digital 

financial 

transactions, 

expansion of AML 

obligations to 

cryptocurrency 

exchanges and 

wallet providers, 

enhanced customer 

due diligence and 

beneficial ownership 

transparency, 

growing attention to 

cross-border 

laundering 

typologies, 

strengthening of 

international 

cooperation and EU 

alignment with 
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AMLD5 (2018) and 

AMLD6 (2021) 

FATF standards 

through regional 

directives 

Source. Author owns work  

3.1 Early Foundations of AML Frameworks (1970–1990s): The origins of the ML 

phenomenon date back centuries, with historical practices aimed at concealing wealth and 

avoiding taxation, leading to the formal recognition of ML as a criminal act. However, it 

was only in the late 20th century that ML emerged as a documented and organized 

economic crime that required specific legislative responses. The 1970s to the late 1980s 

marked a critical phase in the evolution of AML frameworks, characterized by the 

increasing complexity of financial crime, globalization of illicit financial flows, and the 

emergence of national and international regulatory mechanisms aimed at curbing this illicit 

activity (Arnone et al., 2010). This section traces the early foundations of the AML 

movement, exploring historical laundering techniques, national regulatory responses, and 

initial steps towards global cooperation. 

A. Historical Context of ML: Financial concealment is as old as trade itself. 

According to Seagrave (1995), historical accounts from ancient China indicate that 

merchants flooded their riches offshore to escape the charges of imperial taxes and political 

confiscation. Likewise, Klarer (2018) discussed the history of piracy and captivity in the 

Mediterranean, when pirates and smugglers on the Mediterranean and Atlantic coasts 

developed complex techniques to hide the source of their plunder and restore it to 

circulating local economies during the 16th and 17th centuries. However, these practices 

existed in an era in which financial crimes were not pursued systematically. The 

criminalization of predicate crimes did not give rise to the prosecution of illicit financial 

activity until the 20th century, when states began to target financial infrastructure rather 

than predicate crimes alone. 

The Prohibition era between 1920 and 1933 in the US saw an increase in organized crime 

syndicates, most notably led by figures such as Al Capone and Meyer Lansky, who 

developed sophisticated methods for integrating illegal earnings from bootlegging and 

gambling into the formal financial system (Saltmarsh, 1990). This period also saw the 

emergence of Swiss banking secrecy laws, which provided a haven for illicit funds and laid 

the groundwork for modern offshore financial practices (Vogler, 2006, Robinson, 2003). 

B. National-Level Beginnings of AML Frameworks: The Prohibition Era in the US 

is often credited with the introduction of structured laundering operations, largely out of 

necessity. Organized crime syndicates sought innovative methods to obscure the revenues 

derived from illegal alcohol sales. Meyer Lansky pioneered the use of offshore accounts, 

banking secrecy laws, and casino investments to integrate illicit funds into the legal 

economy (Lacey, 1991; Robinson, 2003). According to the FBI, Lucky Luciano is regarded 

as the first modern Mafia leader, with Meyer Lansky playing a significant role in the merger 

of traditional Sicilian methods with contemporary business strategies and is often 

considered one of the key architects of modern organized crime. 

The prosecution of Al Capone in 1931 for tax evasion on over $250,000 unreported income 

from 1924 to 1929, rather than for bootlegging or racketeering, highlights the strategic 

effectiveness of targeting financial crimes to dismantle criminal organizations. Crumbley 

and Apostolou (2007) highlighted the contributions of America’s pioneering forensic 

accountant, most notably in an investigation that led to the conviction of Al Capone. This 

landmark case established a legal precedent that shaped future efforts to regulate financial 

systems as a means of disrupting organized crime. Despite Capone's efforts to conceal his 

illicit earnings, use aliases, avoid bank accounts, and handle exclusively in cash, 

prosecutors were able to demonstrate his lavish lifestyle and link it to gambling profits 

(Gumbel, 2021).  



2240 Internationalization And Evolution Of Major Frameworks In Combating Money Laundering 

(ML) And Terror Financing (TF): A Historical And Legal Analysis 
 

Migration Letters 

The Bank Secrecy Act (BSA) of 1970 was the first major AML legislation in the United 

States that required financial institutions to maintain transaction records and report 

suspicious activities. White (2016) further discusses the evolution of the AML framework. 

The law introduced Currency Transaction Reports (CTRs) to monitor large cash 

movements, marking a significant shift in law enforcement strategies from pursuing 

criminal actors to surveilling financial transactions. However, its effectiveness is limited 

because it primarily targets domestic financial crimes and fiscal or regulatory investigations 

(Linn, 2010). The Racketeer Influenced and Corrupt Organizations (RICO) Act of 1970 

sought to combat organized crime by enabling authorities to seize assets linked to criminal 

enterprises and indirectly address laundering mechanisms (Von Lampe et al., 2020). These 

measures set the stage for future AML enforcement. 

C. Money Laundering and the War on Drugs: During the 1980s, the global 

expansion of drug cartels and illicit financial networks exposed the inadequacies of the 

existing AML regulations. The Medellín Cartel, led by Pablo Escobar, utilized bulk cash 

smuggling, real estate investments, and offshore banking to launder billions of dollars in 

drug proceeds (Platt, 2015). Law enforcement agencies have found themselves outmatched 

by increasingly sophisticated laundering techniques that exploit jurisdictional gaps, 

banking secrecy laws, and emerging financial technology. Another major scandal, the Bank 

of Credit and Commerce International (BCCI) affair (1980s–1991), revealed that an 

international financial institution could function as a hub for laundering money on behalf 

of drug traffickers, arms dealers, and corrupt government officials (Truell et al., 1992). The 

sheer scale of laundering activities facilitated by the BCCI underscores the limitations of 

national AML efforts and the urgent need for global cooperation. 

In response to growing challenges, legislative reforms accelerated with the passage of the 

Money Laundering Control Act of 1986, the first U.S. law to criminalize ML. This law 

made it illegal to engage in financial transactions involving illicit proceedings and 

introduced asset-forfeiture provisions (Levi et al., 2006).Despite this progress, the 

implementation of AML is fragmented. The Vienna Convention of 1988 and Basle 

Statement were taken up by the international community two years later than the Money 

Laundering Control Act of 1986 of the U.S. The Vienna Convention (1988) aimed to 

criminalize money laundering tied to drug trafficking and establish mechanisms for asset 

recovery (UNODC, 2005), while the Basle Statement of Principles (1988) introduced 

foundational guidelines for preventing the misuse of the banking system for illicit purposes. 

D. The Emergence of International Cooperation: The establishment of the FATF in 

1989 by the G7 set a major benchmark for international law, as it introduced a 

comprehensive set of global standards. As Gelemerova (2011) articulates, FATF 40 + 9 

recommendations had the status of binding treaty obligations. The Vienna Convention 

alone did not suffice to create a global AML framework, prompting the FATF to accelerate 

this process. The name-and-shame strategy of the FATF proved to be highly effective, 

compelling jurisdictions to enhance regulatory frameworks or risk being labeled non-

cooperative. This mechanism enabled the FATF to hold nations accountable for their 

adherence to international standards (Van Duyne et al., 2005). By the early 1990s, the 

enforcement of AML had transformed from isolated national measures into an 

internationally coordinated effort (Beekarry, 2011). As outlined in Table 3, these landmark 

events have been instrumental in the development of contemporary AML and CFT 

regulations. 

Table. 3 Timeline highlights the most pivotal legal developments between 1970–1990 

Year Key Event Factor and Outcome 

1920s-

1930s 
Prohibition & Rise of Organized Crime  

• Highlighted need for financial 
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Year Key Event Factor and Outcome 

crime laws.  

• Early use of tax evasion laws.  

• Exposed financial oversight 

weaknesses. 

1970 U.S. Bank Secrecy Act (BSA) 

 

• Established AML reporting 

requirements.  

• Strengthened financial oversight.  

• Laid groundwork for future AML 

laws. 

1972-

1974 
Watergate Scandal 

 

• Exposed money laundering 

through foreign banks.  

• Increased demand for AML laws.  

• Raised political awareness of 

financial crime. 

1977 Foreign Corrupt Practices Act (FCPA) 

 

• Expanded AML scope to corporate 

crimes.  

• Promoted corporate ethics.  

• Increased global AML awareness. 

1980s 

Rise of Drug Cartels & Financial 

Laundering & BCCI scandal exploited 

weak global banking regulations. 

 

• Highlighted global scale of money 

laundering.  

• Boosted international cooperation.  

• Strengthened cross-border 

enforcement. 

1986 

•U.S. Money Laundering Control Act 

(MLCA) 

•The first reference to money laundering 

in the EU literature was made in a 

resolution of the European Parliament in 

1986. 

 

• Criminalized money laundering.  

• Strengthened U.S. law 

enforcement.  

•Laid foundation for modern AML 

laws. 

•The EP urged the Council of 

Ministers to introduce effective 

measures to deal with laundering 

proceeds from narcotics trafficking 

by the reporting of currency 

transactions compulsory in all 

Member States. 

1988 UN Vienna Convention 

 

• Enhanced cross-border 

cooperation.  

• Expanded international legal 
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Year Key Event Factor and Outcome 

frameworks.  

• Targeted drug-related laundering. 

1989 
Financial Action Task Force (FATF) 

Established 

 

• Set international AML standards.  

• Fostered global compliance.  

• Strengthened international 

cooperation. 

Source Author own work 

However, the post-9/11 era saw a fundamental shift in focus towards CFT, enhanced 

financial surveillance, and the expansion of AML regulations to address new 

vulnerabilities. The subsequent section of this paper examines the developments that 

shaped modern AML and CFT regimes. 

3.2 Evolution of AML and CTF Regimes Post9/11 attacks: The 9/11 terrorist attacks 

profoundly impacted the global landscape of AML and CTF regimes, leading to several 

significant changes and enhancements in regulatory frameworks and international 

cooperation, bodies such as the United Nations Security Council (UNSC), the FATF, and 

regional entities developed more stringent legal and regulatory measures to combat ML and 

TF. This section critically examines the UNSC's resolutions to TF, the FATF's expanded 

mandate to include the CTF, regional adaptations to these global directives, and the 

introduction of multilateral conventions addressing financial crime-related terrorism. 

A. Post9/11 and Early 21st Century Developments: The immediate aftermath of 

9/11 witnessed unprecedented efforts by global institutions and national governments to 

counter TF through new legal instruments, financial surveillance mechanisms, and cross-

border cooperation. The AML and CFT regimes operated as separate domains with different 

objectives and methodologies before the 9/11 attacks (Sinha, 2013). The existing AML 

framework was expanded to incorporate CFT measures after these attacks, despite the 

fundamental differences between these financial crimes. 

Prior to 9/11, AML frameworks were largely designed to combat the proceeds of traditional 

criminal activities such as drug trafficking, organized crime, and corruption, as highlighted 

by Sinha (2013).The FATF set out its 40+9 recommendations as the global standard for 

AML, focusing on the detection, deterrence, and prosecution of ML offences; the issue of 

TF was not systematically integrated into AML regimes. Financial institutions were 

primarily tasked with identifying suspicious transactions related to the movement of illicit 

funds, and international cooperation was limited by legal, jurisdictional, and operational 

barriers (FATF-2002). 

The 9/11 attacks exposed the vulnerabilities of financial systems that abused by terrorist 

networks and turned an urgent coordinated international response. Policymakers have 

swiftly recognized that tracking and disrupting TF requires a new approach that integrates 

CTF measures into existing AML frameworks. Durner and Cotter (2019) critically 

examined this "forced marriage" of AML and CTF was driven by the imperative to prevent 

future attacks by cutting off the financial lifelines of terrorist organizations. 

In the US, the Bank Secrecy Act (BSA) aims to promote financial transparency to reduce 

exploitation of the financial system. Levi (2002) stated that it initially focused on suspicious 

large transactions, rather than terrorist financing. After 9/11, however, attention 

dramatically changed regarding AML, and the USA PATRIOT Act 2001 broadened the 

scope of AML measures to TF, for example, including funds from charitable organizations. 

The PATRIOT Act created substantially new compliance obligations, including intensified 
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reporting duties, sanctions for non-compliance, and the authority for law enforcement to 

access financial information and blacklist foreign institutions it suspects of ML (Sinha, 

2013). 

At the international level, Seyuba (2004) discussed how the United Nations Security 

Council (UNSC) responded to Resolution 1373, adopted on September 28, 2001, which 

called on all member states to criminalize the financing of terrorism, freeze terrorist assets, 

and enhance international cooperation. This resolution provided the legal basis for a global 

CTF regime and mandated states to establish domestic legal and regulatory frameworks to 

prevent and suppress the financing of terrorist acts. 

The development of post-9/11 AML/CTF regimes was marked not just by legislative 

reform, but by substantial institutional and operational improvements. The development 

and promotion of Financial Intelligence Units (FIUs) globally, coordinated through the 

Egmont Group (Parker, 2014), has facilitated the rapid exchange of financial intelligence 

across jurisdiction. Effective FIUs proliferated, and the activity of gathering, analyzing and 

sharing reports on suspicious transactions became the cornerstone for AML and CTF. 

B. Consolidation and Adaptation (2009–2014): Consolidation efforts have emerged 

from the growing recognition that existing frameworks need refinement to address evolving 

financial crimes, emerging technologies, and gaps in international cooperation. Beekarry 

(2011) mentions that the 2008 global financial crisis became a threat to economic stability, 

increasing greater challenges to prevent ML. 

Those initiatives have been mostly coordinated by FATF along with key international 

institutions such as International Monitoring Fund (IMF) and the World Bank (WB) in the 

effort to enhance regulatory standards, global cooperation and mitigating new risks detected 

with the help of high-profile ML scandals involving large banks, which among others 

makes the case to adopt effective frameworks. In this section, the author explores the major 

developments in the context of AML and CTF regimes during the critical moment. 

A global AML and CFT standard setting organization, the FATF, made highly important 

revisions to its 40+ 9 recommendations in February 2012, revising and elaborating the 

previous standards established in 2003. One of the landmark changes was transformation 

to a risk-based approach (RBA), under which the countries were advised to assess and 

adjust their AML and CTF models against the observed risks. FATF (2012) indicates that 

the global standard on AML and CFT is constantly evolving to keep abreast of any 

emerging risk. In February 2012 the plenary of the FATF adopted the revised standards. 

According to Content (2012), these amendments to the FATF standards were due to 

evolving threats and enhancement of the efficiency of the regulations. Such revisions 

widened the range of the AML and CTF proposals to Designated Non-Financial Businesses 

and Professions (DNFBPs) such as legal practitioners and auditors and the mandate to 

engage in the facilitation of problems with illicit financial transactions. 

In parallel, to assist in the implementation of the standards in this revised form, the IMF 

established a pilot multi-donor trust fund that would support its AML and CTF technical 

assistance and analytical work. The Fund was established to provide a means by which 

donors interested in contributing to AML, and CTF worked to draw upon funds’ technical 

expertise and facilitate coordination among donors and technical assistance providers. $6 

million dollars of funding per year was requested during the period of May 2009 to May 

2014 (IMF, 2009).  

Over this period, jurisdictions around the world introduced changes to their AML and CFT 

legislative frameworks in order to reflect global progress. The EU, as an example, 

formulated the third AML Directive (3AMLD) that was adopted in 2005. The country set 

up national frameworks that were modified based on the standards of the FATF. Also, it 
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was prepared to implement the fourth AML Directive (4AMLD) in 2015, which reflected 

the recommendations of 2012 FATF. 

The period of the global evolution of the AML and CTF frameworks can be characterized 

as being crucial in the past between 2009-2014. The strengthening and the stabilization of 

FATF recommendations and the transition to risk-based system. It has been proposed that 

the developed countries should enhance the FIUs, so that the method of reporting the 

suspicious transactions can be more efficient and that the working capacity of LEAs should 

be amplified. This has led to an increase in the training programs and the use of technology 

in monitoring transactions. Such practices set the foundation of what became the current 

AML and CTF system and remains to be used in the way that banks and the regulators 

handle financial crime in the growingly interconnected universe.  

3.3. Modern Era (2015–2022): 

The complexity of AML and CFT laws has increased due to the combined push of 

globalization, cross-border transactions, and technology, making it increasingly difficult to 

identify and investigate financial crimes. Financial crime has never been more expansive, 

as Levi (2015) explored the dynamics of financing and laundering proceeds of crime. The 

primary target of ML is to obscure and disguise illicit assets, while its secondary goal is to 

impede the traceability of their origins and financial trails. In response, increasingly 

complex regulatory regimes and compliance procedures have been introduced, along with 

sophisticated technical solutions to combat ML and TF in an evolving financial landscape. 

A. The impact of cross-border transactions on AML and CFT complexities: 

The world of today is driven by globalization, transnational dealings, and technological 

innovation; these factors have transformed the face of finance creating both avenues and 

decisive enforcement problems with regards to AML and CFT systems (Unger & Ferwerda, 

2011). Free movement of capital between the countries facilitated the process of regulatory 

arbitrage that also makes the process of monitoring and enforcement difficult. As a result, 

it is now possible to use advanced financial network systems to launder money by the 

criminals (Levi & Reuter, 2006). Systemical granularity to AML rules became the current 

reality that financial institutions within jurisdictions need to be prepared to cope with, 

especially as the regulations change rapidly and vary widely in practice. The digitalization 

of finance, especially digital currencies has further complicated the AML system. These 

properties make it facilitate pseudonymous transactions that avoid the usual banking 

aspects and are hard to regulate and trace (Campbell-Verduyn, 2018). Their non-centralized 

application eliminates the centres of control that the regulators used. Peering-to-peering 

transactions via virtual assets are also normally not linked to verifiable identities, and 

consequently, it is extremely difficult to monitor misuse of money flows. 

In an effort to guard against them, FATF issued a Travel Rule to its latest Recommendation 

15 in 2019, and it mandates Virtual Asset Service Providers (VASP) to gather and convey 

originator information and beneficiary information between VASPs in an effort to enhance 

transparency and reduce illicit action in virtual assets (FATF, 2019). But it has been noted 

that enforcing is a significant issue, not only due to a fast pace of technological evolution, 

but also because of a lack of coordination both at the international level and due to the 

jurisdictional differentiation and response (Houben & Snyers, 2018). 

Such high-stakes scandals as Panama Papers (2016) and Pandora Papers (2021) 

demonstrated further vulnerabilities of the global financial system. These leaks depicted 

the use of offshore tax havens, shell companies and secret asset arrangements (Findley et 

al., 2014; Alstadsater et al., 2019; ICIJ, 2021) to exploit them to circumvent standards, 

money laundering and ownership advantages. The researchers stated that such entities 

prosper on mismatched jurisdictions when it comes to taxes, and financial institutions 

struggle too hard in due diligence when there are no global ownership registries (Findley 
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et al., 2014; Sharman, 2017). The European Union has reacted by going ahead with 

transparency reforms, with beneficial ownership registers (Silva, 2019). 

B. The modern era’s regulatory developments: 

In the period between 2015 and 2022, a number of important regulatory and institutional 

changes have been introduced to enhance the AML and CFT regimes as part of the process 

of making financial systems more digitalized. The outlined attempts would ensure clarity, 

international cooperation and new and emerging threats. During this time, the FATF was at 

the heart of developing a response, which saw it update its recommendations in response 

to various threats associated with TF and the abuse of digital technologies. The biggest 

change was in October 2016 when the Interpretive Note to Recommendation 5 was revised 

to coincide with UN Security Council resolutions 2161 (2014), 2199 (2015), and 2253 

(2015), and focused on extending the reach of financial institutions to monitor and report 

TF-related activity (United Nations, 2017). The transparency of beneficial ownership also 

entered the spotlight once more, especially with the further modification of 

Recommendations 24 and 25 back in 2014 and 2019, which aimed to prevent the usage of 

shell companies to obscure the real owners of the given financial actors (FATF, 2019). The 

action of FATF of updating Recommendation 15 in 2018 was the start of regulatory 

initiatives over the virtual asset sector. This encompassed anything that would see 

AML/CFT requirements extended to VASPs, who would be made to perform CDD on their 

customers, maintain records of their transactions, and report suspicious transactions (FATF, 

2019). The 2019 interpretive guidance also shed more light on how these obligations could 

be adopted in practice by national platforms. 

Europe In Europe, the European Union adopted a new form of standards with the 5th AML 

Directive (AMLD5) in 2018 and 6 th AML Directive (AMLD6) in 2021, which expands on 

regulated entities to cryptocurrency exchanges and wallet providers, applies more condition 

to due diligence and transparency requirements of beneficial ownership (Haffke et al., 

2020). These guidelines also continued the work of the EU on convergence of AML/CFT 

standards across member states. The United States had regulatory bodies like the Financial 

Crimes Enforcement Network (FinCEN) who issued several pre-2022 advisories and 

warnings on the misuse of Convertible Virtual Currencies (CVCs), focusing on its 

anonymity, and can be used quickly which makes it high risk in regards to money 

laundering. The 2019 FinCEN advisory pointed to the significance of the increased CDD 

and monitoring structure based on the Bank Secrecy Act (FinCEN, 2019). 

The U.S. CLOUD Act (2018) also allowed U.S. government access to data held by U.S. 

companies in other countries and thus enhanced cross-border digital evidence access by 

U.S. financial crime investigations (Gillaspie, 2017). Collectively, these developments 

amount to milestones of the evolving international reaction to financial crime. Although 

remarkable progress has been achieved, the evolving nature of the financial technologies 

will make the further reforms and international cooperation necessary in order to maintain 

strong and dynamic AML/CFT systems. 

4. Summary of Discussion 

The paper examines how the AML and CFT frameworks have evolved, following the path 

of initial domestic efforts of combating money laundering to when laws have become 

international as international organizations directed at the control of money laundering and 

combating of terrorism were formed, with particular attention to the legal texts like FATF 

Recommendations, EU Directives and UN Resolutions. Such a legal-historical perspective 

provides a clearer account of the emptiness and flawed construction of regimes of global 

AML and CFT. The analysis discovers that the mentioned frameworks were largely 

impacted by the developments in the global economy, introducing transnational crime, and 

highlights the digital technologies. 
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The first attempts to fight against money laundering were national initiated with the United 

States setting the first pace in the form of the Bank Secrecy Act (BSA) of 1970 and the 

Money Laundering Control Act of 1986. These initiatives established a foundation of 

international involvement but it was restricted and mainly imposed by geographical 

constraints and diversifying enforcement. It has always been the case that cross-border 

cooperation is difficult because of the absence of uniformity in national law with national 

standards proving to be a hitch in cross-border efforts (Beekarry 2011). 

The formation of the Financial Action Task Force (FATF) in 1989 would prove a significant 

change in the internationalization of the AML/CFT policy. The 40 initial Recommendations 

of FATF formed the foundation of standardizing the national laws of the member states. 

Nevertheless, their effect is not consistent except among poor governance and low capacity 

countries in developing countries (Unger & Ferwerda, 2011). According to Larke (2021), 

in many jurisdictions, there is a dilemma that national laws are unable to align with FATF 

benchmarks, as it ends up being hampered by domestic politics and economic complexities. 

The backdrop of the September 11 attacks compelled the incorporation of Counter-

Terrorism Financing (CTF) policies into AML plans on an international basis. This response 

was institutionalized by the UN Security Council through its resolution 1373 (2001) that 

required the criminalization of financing of terrorism and the asset-freezing measures. 

Nevertheless, Durner and Cotter (2019) warn that combining AML and CFT systems has 

led to confusion in enforcement, with institutional frailties, namely, diffuse responsibilities 

and unclear areas. 

Multilateral treaties like the 1988 Vienna Convention that criminalized money launderings, 

whose applications link to the laundering of money in drug transactions also formed 

building blocks to the creation of a transnational AML system. Similarly, the further 

additions of its Recommendations to cover countermeasures to terrorist financing found 

FATF to be the most powerful standard-setting organization. Beekarry (2011) believes that 

these instruments have led to a multilevel system of global governance and this is a role 

which happens to fuse legal codification and cooperation between institutions. In the 

meantime, there are EU AML Directives that have been used to regionalize the FATF 

principles and this has been translated into EU-wide requirements. 

Despite these achievements, illicit financial flows remain persistent, largely due to 

jurisdictional loopholes, offshore financial secrecy, and asymmetric enforcement 

mechanisms. High-profile data leaks such as the Panama Papers (2016) and Pandora Papers 

(2021) revealed widespread misuse of shell companies, tax havens, and unregulated 

intermediaries, allowing politically exposed persons and corporations to evade scrutiny and 

obscure asset ownership (Findley et al., 2014; Alstadsæter et al., 2019; ICIJ, 2021). 

Sharman (2017) underscores that the lack of global ownership transparency continues to 

impede financial institutions’ ability to conduct effective due diligence. 

The rise of digital finance and crypto currencies, as discussed by Houben and Snyers 

(2018), has further exposed gaps in existing AML/CFT frameworks. Virtual assets enable 

anonymous, decentralized, and cross-border transactions that fall outside traditional 

regulatory systems. The FATF’s 2018 and 2019 revisions to Recommendation 15 

introduced obligations for Virtual Asset Service Providers (VASPs) to implement customer 

due diligence, transaction monitoring, and record-keeping practices (FATF, 2019). Yet, 

implementation varies significantly across jurisdictions, especially in under-resourced 

regions where enforcement is less advanced (Unger & Ferwerda, 2011). 

This paper provides a comprehensive doctrinal and historical review of AML and CFT 

frameworks but acknowledges its limitations. Notably, it does not offer empirical 

assessments of these frameworks’ real-world effectiveness in reducing ML and TF 

activities. As Levi and Reuter (2006) point out, the lack of enforcement outcome 

evaluations and quantitative case studies hampers the ability to fully assess international 
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legal measures. Future research should aim to incorporate empirical data and explore how 

economic structures and weak jurisdictions influence enforcement dynamics, particularly 

in developing countries. 

5. Conclusion  

This research has examined the internationalization and evolution of AML and CFT 

frameworks, revealing that although global cooperation has improved, significant 

challenges remain. Fragmentation in legal structures, inconsistent enforcement, and 

definitional discrepancies continue to weaken the global response to money laundering and 

terrorist financing. Countries differ in how they apply and enforce AML/CFT measures, 

often shaped by domestic political pressures and limited regulatory capacity. 

The study emphasizes that a more harmonized and cooperative international regulatory 

environment is needed to improve effectiveness. While foundational frameworks—such as 

the UN Conventions, FATF’s 40+9 Recommendations, and the EU’s AML Directives—

have laid a strong legal base, their practical implementation remains uneven. The rise of 

crypto currencies and decentralized financial platforms has created new challenges that 

legacy AML frameworks are not fully equipped to handle. 

To advance the effectiveness of AML and CFT systems, the paper proposes the following 

future directions: 

1. Harmonization of Regulations: There is a pressing need for globally consistent 

AML standards to prevent criminals from exploiting cross-border regulatory gaps. 

2. Technological Integration: AML efforts must incorporate advanced tools—such 

as AI and machine learning—to detect complex illicit financial activity and 

enhance reporting efficiency. 

3. Stronger Oversight of Digital Finance: Regulatory frameworks should be 

expanded to cover virtual asset providers and decentralized platforms, ensuring 

these actors are held to the same standards as traditional financial institutions. 

4. Public-Private Collaboration: Greater cooperation between governments, 

financial institutions, and technology providers can enhance innovation in 

compliance systems and foster faster, more reliable reporting mechanisms. 

In sum, while considerable progress has been made in formalizing AML and CFT 

frameworks, the pace of technological advancement and the persistence of regulatory 

asymmetries demand continued legal innovation and stronger global coordination. 
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Appendix I: A Timeline of Key Developments of AML-CTF Frameworks 

This appendix presents a structured timeline of the anti-money laundering (AML) and 

counter-terrorism financing (CTF) regimes, highlighting key legislative, institutional, and 

regulatory developments from pre-9/11 foundational efforts to modern-day digitalization 

and enforcement strategies. 

I. Pre-9/11 Era: The Foundations of AML (1970–2000) 
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Year Event Significance 

1970 U.S. Bank Secrecy Act (BSA) 

First major AML law requiring 

banks to report suspicious 

transactions. 

1986 U.S. Money Laundering Control Act 
Criminalized money laundering, 

influencing global AML legislation. 

1988 UN Vienna Convention 

First international treaty mandating 

criminalization of money 

laundering. 

1989 
Formation of the Financial Action Task 

Force (FATF) 

Established by the G7 to develop 

AML standards. 

1990 FATF’s 40 Recommendations 

Introduced global AML framework 

with risk-based compliance 

measures. 

1991 
First EU Anti-Money Laundering 

Directive (AMLD1) 

Established AML rules across EU 

member states. 

1997 
UN Convention for the Suppression of 

Terrorist Bombings 

One of the first efforts addressing 

terrorism financing. 

1999 

UN International Convention for the 

Suppression of the Financing of 

Terrorism (ICSFT) 

Required states to criminalize 

terrorist financing and enhance 

regulatory controls. 

2000 UN Palermo Convention (UNTOC) 

Targeted transnational organized 

crime, laying a foundation for AML-

CTF cooperation. 

 

II. Post-9/11: Expansion and Integration of CTF into AML Frameworks (2001–2008) 

Year Event Significance 

2001 9/11 Terrorist Attacks 
Triggered a global overhaul of AML-CTF 

regulations. 

2001 
UN Security Council 

Resolution 1373 

Mandated worldwide criminalization of 

terrorist financing and asset-freezing 

measures. 

2001 
Expansion of UNSC 1267 

Sanctions Regime 

Targeted Al-Qaida and Taliban-linked 

entities. 

2001 USA PATRIOT Act (U.S.) 

Strengthened AML-CTF measures, 

expanding due diligence and transaction 

monitoring. 
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Year Event Significance 

2001

–

2003 

FATF’s Nine Special 

Recommendations on Terrorist 

Financing 

Integrated CTF into FATF’s global AML 

standards. 

2003 
UN Convention Against 

Corruption (UNCAC) 

Focused on illicit financial flows, 

corruption, and terrorism financing. 

2005 
EU Third AML Directive 

(AMLD3) 

Introduced risk-based compliance and 

enhanced due diligence for politically 

exposed persons (PEPs). 

2008 
Kadi v. Council of the EU (ECJ 

ruling) 

Required EU to ensure due process in 

terrorist asset-freezing cases. 

 

III. Consolidation and Adaptation: Strengthening AML-CTF Frameworks (2009–

2014) 

Ye

ar 
Event Significance 

20

09 
UNSC Resolution 1904 

Introduced an ombudsperson mechanism for 

contesting sanctions. 

20

09 
FATF Blacklist Expansion 

Increased pressure on high-risk jurisdictions (Iran, 

North Korea, Pakistan). 

20

12 

FATF Recommendation 

Revisions 

Enhanced beneficial ownership transparency and risk-

based approaches. 

20

14 

EU Fourth AML Directive 

(AMLD4) 

Introduced beneficial ownership registries and stricter 

CDD requirements. 

 

IV. The Modern Era(2015–2022) 

Year Event Significance 

2015 
EU Fifth AML Directive 

(AMLD5) 

Extended AML regulations to cryptocurrencies 

and prepaid cards. 

2018–

2022 

FATF Greylisting of 

Pakistan, UAE 

Demonstrated geopolitical implications of AML 

compliance. 

2019 
FATF’s Travel Rule 

Update 

Applied AML obligations to virtual asset service 

providers (VASPs). 

2020 
U.S. Anti-Money 

Laundering Act (AMLA) 

Strengthened financial oversight of shell 

companies and beneficial ownership structures. 

 

 


