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Introduction 

Money laundering has emerged as one of the most serious transnational threats in the 

contemporary world. Its significance extends far beyond the concealment of illegally obtained 

assets, because it is closely linked to corruption, organized crime, terrorist financing, and the 

financing of proliferation, all of which undermine public institutions, distort lawful markets, 

and weaken financial stability. The United Nations Office on Drugs and Crime treats 

transnational organized crime, illicit financial flows, and money laundering as deeply 

interconnected phenomena, while the International Monetary Fund emphasizes that such 

crimes can threaten both the integrity of the financial sector and a country’s broader economic 

stability. 

mailto:laylorayimovna@gmail.com
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In recent years, the relevance of anti-money laundering regulation has become even 

broader. AML frameworks are now increasingly discussed not only in connection with financial 

crime in the narrow sense, but also in relation to sanctions evasion, beneficial ownership 

opacity, and cross-border abuse of legal entities and financial channels. This expansion shows 

that money laundering is no longer viewed merely as a technical criminal justice issue; it has 

become a matter of international financial security and systemic governance. The FATF, as the 

leading global standard-setter in this area, explicitly presents its standards as instruments to 

combat money laundering, terrorist financing, and proliferation financing, while continuously 

updating them in response to evolving risks. 

For this reason, international AML standards have become an essential component of 

global financial governance. They now function as a common regulatory language through 

which states, supervisory bodies, financial institutions, and international organizations 

coordinate their responses to illicit finance. The FATF Recommendations are internationally 

endorsed standards that require countries to build legal, institutional, and operational systems 

capable of identifying, preventing, and disrupting money laundering and related threats. At the 

same time, the IMF has repeatedly underlined that effective AML/CFT frameworks are 

indispensable to financial integrity and to the soundness of the broader economic order. 

However, the existence and global spread of international AML standards do not 

automatically guarantee their real effectiveness. A major problem of the modern AML regime 

is that, although the international framework has become highly developed, in many countries 

these standards continue to function largely on paper. States may formally adopt legislation, 

establish financial intelligence units, or introduce supervisory mechanisms, yet these formal 

steps do not necessarily produce strong investigations, successful confiscation of criminal 

assets, reliable interagency coordination, or effective prevention of illicit financial flows. The 

FATF itself stresses that standards must be implemented effectively and should not be treated 

as a mere tick-box exercise or as formal transposition into domestic law [1]. 

This leads to one of the central contradictions in the international AML system: the 

persistent gap between formal compliance and actual effectiveness. In other words, a country 

may appear compliant at the legislative or institutional level while remaining weak in practice 

when it comes to enforcement outcomes, operational capacity, or risk-based implementation. 

FATF evaluation procedures themselves distinguish between technical compliance and 

effectiveness, which clearly reflects the recognition that legal adoption alone is insufficient. As 

a result, the real question is no longer whether standards have been formally accepted, but 

whether they are capable of producing measurable and context-sensitive results in practice. 

This problem is especially visible in developing countries. In such jurisdictions, 

implementation is often constrained by limited institutional capacity, shortage of trained 

personnel, weak technological infrastructure, insufficient data systems, and competing 

development priorities. World Bank materials on AML/CFT implementation show that many 

developing states face substantial practical difficulties in translating international standards 

into functioning domestic systems. Consequently, the challenge of AML reform in these 

countries is not simply normative alignment with global standards, but the creation of realistic, 

proportionate, and operationally effective implementation mechanisms. 

Against this background, the issue of improving international anti-money laundering 

standards should be examined not only from the perspective of further norm-making, but also 
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through the lens of implementation priorities and effectiveness-oriented reform. The central 

task is to determine how international AML standards can move beyond formal diffusion and 

become genuinely effective instruments of financial integrity, criminal justice, and global 

governance across diverse legal and economic contexts. 

Methods 

This article applies a mixed legal-analytical methodology in order to assess how 

international anti-money laundering standards can be implemented more effectively and how 

their substantive impact can be improved. The methodological basis combines doctrinal legal 

analysis, comparative legal method, systematic analysis, institutional analysis, and critical 

analysis. Where relevant, the study also relies on qualitative content analysis of international 

reports, guidance documents, and evaluation materials. These methods are appropriate 

because the AML regime is not limited to legal rules alone; it also operates through institutional 

practice, supervisory techniques, inter-agency coordination, and cross-border cooperation [2]. 

The doctrinal legal method is used to examine the normative content and structure of 

the FATF Recommendations, interpretive notes, and related international instruments. This 

allows the article to identify the legal logic of AML obligations, the distinction between technical 

compliance and effectiveness, and the increasing importance of beneficial ownership, 

international cooperation, and risk-based supervision in the current standard-setting 

framework. The doctrinal approach is especially important because FATF standards operate as 

globally authoritative norms even though their formal legal status is often described as soft law. 

The comparative legal method is used to evaluate how similar AML standards produce 

different outcomes across jurisdictions. This method is necessary because implementation 

depends on domestic legal traditions, state capacity, regulatory maturity, and the quality of 

enforcement institutions. Comparative analysis helps distinguish between mere formal 

transposition of international standards into legislation and their practical translation into 

supervision, investigation, prosecution, asset recovery, and preventive regulation. FATF mutual 

evaluation materials themselves support this distinction by assessing both formal compliance 

and real system performance. 

The research also employs systematic and institutional analysis. A systematic approach 

is necessary because AML standards function as part of a broader architecture of global 

financial governance and domestic regulatory control. Institutional analysis is used to examine 

the interaction among financial intelligence units, supervisory authorities, law enforcement 

agencies, prosecutors, courts, tax bodies, customs authorities, and beneficial ownership 

registries. FATF and IMF materials both indicate that effectiveness depends not only on having 

rules, but also on whether domestic institutions can exchange information, allocate resources, 

conduct supervision, and respond to risks in a coordinated way. 

In addition, the article uses critical analysis to assess structural weaknesses of the 

present AML regime. This method is applied to identify the persistent gap between formal 

compliance and actual effectiveness, especially in lower-capacity and developing jurisdictions. 

It is also used to evaluate whether universal international standards may, in some contexts, 

generate symbolic or mechanical compliance rather than meaningful preventive and 

enforcement outcomes. FATF guidance for low-capacity implementation and World Bank work 

on developing-country implementation challenges support the need for such a critical 

perspective [3]. 
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Where relevant, the article incorporates qualitative content analysis of FATF mutual 

evaluations, FATF guidance papers, IMF financial integrity materials, World Bank publications 

on beneficial ownership and implementation, and UNODC resources on international 

cooperation and asset recovery. This method helps identify recurring themes, institutional 

bottlenecks, and practical reform priorities across official materials. 

The analytical framework of the article is built around several interrelated evaluation 

criteria that make it possible to assess not only whether AML standards have been formally 

incorporated into domestic systems, but also whether they function effectively in practice. The 

first criterion, legal compliance, refers to the extent to which international AML standards are 

transposed into national legislation, regulations, and institutional mandates. This criterion is 

important because it shows whether a state has formally aligned its legal framework with 

international requirements. However, legal compliance alone cannot demonstrate whether the 

system is actually working, since countries may adopt laws on paper without ensuring their 

practical enforcement. FATF’s methodology itself distinguishes between technical compliance 

and effectiveness, which confirms that formal legislative alignment is only one part of the 

overall assessment. 

The second criterion, institutional capacity, focuses on whether the state has competent 

and adequately resourced bodies capable of implementing AML obligations. This includes the 

operational strength of financial intelligence units, supervisory authorities, law enforcement 

agencies, prosecutors, courts, and other relevant institutions. Even well-drafted legislation 

cannot produce meaningful results if these institutions lack trained staff, technological 

resources, coordination mechanisms, or operational independence. IMF materials on financial 

integrity likewise emphasize that AML/CFT systems depend on institutional capability and 

sustained capacity-building, especially where financial crime threatens the integrity and 

stability of the financial sector. 

The third criterion, enforcement effectiveness, examines whether the AML system 

generates real outcomes, such as the use of financial intelligence, successful investigations, 

prosecutions, confiscations, and preventive interventions. This criterion is central to the article 

because the major weakness of many AML regimes lies in the gap between adopted rules and 

actual performance. FATF’s methodology explicitly evaluates effectiveness through outcomes 

such as financial intelligence use, money laundering investigations and prosecutions, and asset 

recovery, showing that modern AML assessment increasingly prioritizes measurable 

performance rather than mere formal compliance[4]. 

The fourth criterion, beneficial ownership transparency, measures whether competent 

authorities can obtain adequate, accurate, and up-to-date information on the real persons who 

ultimately own or control legal persons and arrangements. This criterion is particularly 

important because shell companies, nominee arrangements, and opaque ownership structures 

remain among the most common tools for hiding illicit assets and concealing criminal proceeds. 

FATF’s recent beneficial ownership guidance stresses that countries should ensure registry-

based or equivalent mechanisms and should introduce verification measures so that beneficial 

ownership information is not only collected, but is also reliable and accessible in a timely 

manner. 

The fifth criterion, international cooperation, assesses whether states can exchange 

information and assist one another quickly and effectively in cross-border AML matters. Since 
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money laundering is transnational by nature, domestic systems cannot function effectively in 

isolation. Mutual legal assistance, cross-border intelligence sharing, extradition, asset tracing, 

and cooperation between competent authorities are therefore essential parts of an effective 

AML architecture. FATF standards and guidance on international cooperation treat this 

criterion as a core requirement, not as an optional supplement to domestic enforcement. 

The sixth criterion, digital monitoring capacity, refers to the ability of institutions and 

obliged entities to use technological tools for suspicious transaction monitoring, data analysis, 

risk detection, and the supervision of new financial channels, including virtual assets. This 

criterion is increasingly important because illicit finance is evolving alongside fintech, crypto-

assets, and digital payment ecosystems. Traditional reporting models are often insufficient in 

such an environment, which is why technological modernization, data analytics, and digital 

monitoring tools are becoming essential to AML effectiveness[5]. IMF and FATF materials both 

reflect the growing connection between financial integrity and technological transformation. 

The seventh criterion, risk-based supervision, evaluates whether supervisory 

authorities allocate attention and resources according to the level of risk rather than applying 

the same control model to all entities and sectors. FATF guidance on risk-based supervision 

makes clear that supervisors should focus resources where risks are highest and should avoid 

a purely tick-box approach. This criterion is especially relevant for sectors such as cross-border 

finance, DNFBPs, virtual asset service providers, and complex ownership structures, where a 

uniform approach is often ineffective. A risk-based model therefore strengthens 

proportionality, improves efficiency, and increases the practical impact of limited supervisory 

resources. 

Taken together, these criteria provide a framework for assessing the transition from 

formal compliance to effectiveness-based implementation. They reflect the idea that the 

success of AML standards should not be measured simply by the adoption of laws, institutions, 

or strategies, but by whether those norms and structures produce real preventive and 

enforcement results. In this sense, the framework is grounded in the FATF methodology, FATF 

guidance on risk-based supervision and beneficial ownership, and broader institutional 

materials issued by the IMF, all of which support a more outcome-oriented understanding of 

AML implementation. 

Accordingly, the central methodological premise of this article is that the quality of an 

AML system cannot be measured solely by the existence of laws or institutions on paper. The 

more meaningful test is whether the system produces real investigations, confiscations, 

prosecutions, preventive supervision, and measurable reductions in illicit financial 

vulnerability. For this reason, the article adopts an effectiveness-based analytical lens rather 

than a purely formal compliance-oriented one. 

Results 

The analytical framework of the article is built around several interrelated evaluation 

criteria that make it possible to assess not only whether AML standards have been formally 

incorporated into domestic systems, but also whether they function effectively in practice. The 

first criterion, legal compliance, refers to the extent to which international AML standards are 

transposed into national legislation, regulations, and institutional mandates. This criterion is 

important because it shows whether a state has formally aligned its legal framework with 

international requirements. However, legal compliance alone cannot demonstrate whether the 
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system is actually working, since countries may adopt laws on paper without ensuring their 

practical enforcement. FATF’s methodology itself distinguishes between technical compliance 

and effectiveness, which confirms that formal legislative alignment is only one part of the 

overall assessment[6]. 

The second criterion, institutional capacity, focuses on whether the state has competent 

and adequately resourced bodies capable of implementing AML obligations. This includes the 

operational strength of financial intelligence units, supervisory authorities, law enforcement 

agencies, prosecutors, courts, and other relevant institutions. Even well-drafted legislation 

cannot produce meaningful results if these institutions lack trained staff, technological 

resources, coordination mechanisms, or operational independence. IMF materials on financial 

integrity likewise emphasize that AML/CFT systems depend on institutional capability and 

sustained capacity-building, especially where financial crime threatens the integrity and 

stability of the financial sector. 

The third criterion, enforcement effectiveness, examines whether the AML system 

generates real outcomes, such as the use of financial intelligence, successful investigations, 

prosecutions, confiscations, and preventive interventions. This criterion is central to the article 

because the major weakness of many AML regimes lies in the gap between adopted rules and 

actual performance. FATF’s methodology explicitly evaluates effectiveness through outcomes 

such as financial intelligence use, money laundering investigations and prosecutions, and asset 

recovery, showing that modern AML assessment increasingly prioritizes measurable 

performance rather than mere formal compliance[7]. 

The fourth criterion, beneficial ownership transparency, measures whether competent 

authorities can obtain adequate, accurate, and up-to-date information on the real persons who 

ultimately own or control legal persons and arrangements. This criterion is particularly 

important because shell companies, nominee arrangements, and opaque ownership structures 

remain among the most common tools for hiding illicit assets and concealing criminal proceeds. 

FATF’s recent beneficial ownership guidance stresses that countries should ensure registry-

based or equivalent mechanisms and should introduce verification measures so that beneficial 

ownership information is not only collected, but is also reliable and accessible in a timely 

manner. 

The fifth criterion, international cooperation, assesses whether states can exchange 

information and assist one another quickly and effectively in cross-border AML matters. Since 

money laundering is transnational by nature, domestic systems cannot function effectively in 

isolation. Mutual legal assistance, cross-border intelligence sharing, extradition, asset tracing, 

and cooperation between competent authorities are therefore essential parts of an effective 

AML architecture. FATF standards and guidance on international cooperation treat this 

criterion as a core requirement, not as an optional supplement to domestic enforcement[8]. 

The sixth criterion, digital monitoring capacity, refers to the ability of institutions and 

obliged entities to use technological tools for suspicious transaction monitoring, data analysis, 

risk detection, and the supervision of new financial channels, including virtual assets. This 

criterion is increasingly important because illicit finance is evolving alongside fintech, crypto-

assets, and digital payment ecosystems. Traditional reporting models are often insufficient in 

such an environment, which is why technological modernization, data analytics, and digital 
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monitoring tools are becoming essential to AML effectiveness. IMF and FATF materials both 

reflect the growing connection between financial integrity and technological transformation. 

The seventh criterion, risk-based supervision, evaluates whether supervisory 

authorities allocate attention and resources according to the level of risk rather than applying 

the same control model to all entities and sectors. FATF guidance on risk-based supervision 

makes clear that supervisors should focus resources where risks are highest and should avoid 

a purely tick-box approach. This criterion is especially relevant for sectors such as cross-border 

finance, DNFBPs, virtual asset service providers, and complex ownership structures, where a 

uniform approach is often ineffective. A risk-based model therefore strengthens 

proportionality, improves efficiency, and increases the practical impact of limited supervisory 

resources[9]. 

Taken together, these criteria provide a framework for assessing the transition from 

formal compliance to effectiveness-based implementation. They reflect the idea that the 

success of AML standards should not be measured simply by the adoption of laws, institutions, 

or strategies, but by whether those norms and structures produce real preventive and 

enforcement results. In this sense, the framework is grounded in the FATF methodology, FATF 

guidance on risk-based supervision and beneficial ownership, and broader institutional 

materials issued by the IMF, all of which support a more outcome-oriented understanding of 

AML implementation. 

Analyses 

The first proposal is to develop clearer effectiveness indicators in FATF-style 

assessment processes. While the current methodology already distinguishes technical 

compliance from effectiveness, the results of this study suggest that measurable outcomes 

should receive even greater weight. In particular, indicators such as asset recovery rates, the 

verified quality of beneficial ownership data, the speed and usefulness of cross-border 

responses, and the demonstrated impact of risk-based supervision would make assessments 

more closely aligned with real operational performance. FATF’s own emphasis on effectiveness 

and its published data on compliance trends support this direction[10]. 

The second proposal is to introduce differentiated implementation models. A single 

institutional template should not be imposed on all states regardless of capacity. Lower-

capacity jurisdictions often face serious constraints in staffing, technology, and inter-agency 

infrastructure. FATF guidance for low-capacity countries and IMF capacity-development 

materials indicate the value of more flexible, phased, and sequenced implementation. Such a 

model should combine flexibility with accountability, so that countries are not excused from 

progress but are assessed against realistic and context-sensitive implementation pathways. 

The third proposal is to strengthen the monitoring of beneficial ownership systems. 

FATF’s revised standards on legal persons and legal arrangements already move in this 

direction by requiring stronger access to accurate and up-to-date ownership information and 

by highlighting verification mechanisms. The present analysis suggests that beneficial 

ownership registers should be mandatory or functionally equivalent mechanisms should be 

ensured, verification procedures should be strengthened, and sanctions for false declarations 

should be made more credible. Without robust monitoring and data integrity, beneficial 

ownership reforms risk becoming formal repositories rather than real transparency tools. 
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The fourth proposal is to improve the regulation of virtual assets and new financial 

technologies. FATF has already produced detailed guidance on VASPs and on the opportunities 

and challenges of new technologies for AML/CFT. Building on these materials, the article argues 

for a more explicit international approach to blockchain analytics, real-time monitoring tools, 

digital identity verification, and supervisory adaptation to crypto-related risk. This is necessary 

because traditional AML controls are often too slow or too fragmented for digital asset 

ecosystems and rapid fintech innovation [11]. 

The fifth proposal is to expand inter-agency and international data-sharing mechanisms. 

FATF standards already emphasize domestic coordination and international cooperation, but 

the present analysis indicates that much stronger operational integration is still required. FIUs, 

tax authorities, customs bodies, anti-corruption agencies, supervisory authorities, and law 

enforcement institutions should be connected through secure and lawful information-sharing 

mechanisms. At the international level, secure platforms, timely cooperation, and more 

structured regional intelligence collaboration would improve both preventive and investigative 

outcomes. 

The sixth proposal is to reform the mutual evaluation methodology further so that it 

captures country context more accurately. Mutual evaluations are already in-depth 

assessments of implementation and effectiveness, but a stronger contextual lens would make 

them more analytically fair and more practically useful. The focus should be less on the 

existence of formal normative elements in isolation and more on whether domestic systems 

work in practice under the conditions actually faced by the jurisdiction concerned. Post-

evaluation support mechanisms would also help transform evaluation from a largely diagnostic 

exercise into a more implementation-oriented process. 

The seventh proposal is to link AML reforms more directly with anti-corruption and 

judicial reforms. UNODC and IMF materials both show that illicit financial flows, corruption, 

and financial integrity problems are structurally connected. For that reason, AML reform 

should not be treated as a self-contained technical regime [12]. Judicial independence, 

prosecutorial effectiveness, reliable public registries, and anti-corruption enforcement all affect 

whether AML standards can work in practice. A fragmented reform model is therefore less 

likely to succeed than an integrated integrity-based approach. 

The eighth proposal is to build a more balanced relationship between state sovereignty 

and global compliance. FATF standards are globally influential, but their legitimacy and 

implementation quality can be weakened if they are perceived only as external pressure. A 

more participatory and context-sensitive norm-making process, with stronger regional voice 

and calibrated flexibility, would make implementation more sustainable without abandoning 

global minimum standards. This conclusion follows from the broader evidence that mechanical 

transplantation often produces symbolic compliance, whereas context-aware implementation 

is more likely to generate effective outcomes. 

Discussion 

The analysis shows that the improvement of international anti-money laundering 

standards should not be limited to the formal expansion of legal rules. The main challenge of 

the current AML regime lies in the persistent gap between technical compliance and actual 

effectiveness. In many jurisdictions, especially developing countries, AML standards are 

formally incorporated into domestic law but remain weak in practice because of limited 
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institutional capacity, insufficient beneficial ownership transparency, ineffective supervision, 

and weak cross-border cooperation. 

The findings of this study demonstrate that a more effective AML system requires a 

stronger focus on measurable outcomes, including real investigations, prosecutions, 

confiscations, preventive supervision, and risk-sensitive regulatory action. In this regard, risk-

based supervision, verified beneficial ownership information, institutional coordination, digital 

monitoring tools, and international cooperation should be treated as priority directions for 

implementation. 

Overall, the article argues that the future development of AML standards depends on an 

effectiveness-centred approach that combines legal alignment with institutional resilience, 

technological modernization, and contextual adaptation. Only such an approach can ensure that 

international AML standards function not merely as formal global norms, but as genuinely 

effective instruments of financial integrity and transnational crime prevention. 
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