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Introduction 

 

Welcome to the Indian Journal of Legal Affairs and Research (IJLAR), a distinguished platform 

dedicated to the dissemination of comprehensive legal scholarship and academic research. Our 

mission is to foster an environment where legal professionals, academics, and students can 

collaborate and contribute to the evolving discourse in the field of law. We strive to publish high-

quality, peer-reviewed articles that provide insightful analysis, innovative perspectives, and 

practical solutions to contemporary legal challenges. The IJLAR is committed to advancing legal 

knowledge and practice by bridging the gap between theory and practice. 
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Preface 

 

The Indian Journal of Legal Affairs and Research is a testament to our unwavering commitment 

to excellence in legal scholarship. This volume presents a curated selection of articles that reflect 

the diverse and dynamic nature of legal studies today. Our contributors, ranging from esteemed 

legal scholars to emerging academics, bring forward a rich tapestry of insights that address critical 

legal issues and offer novel contributions to the field. We are grateful to our editorial board, 

reviewers, and authors for their dedication and hard work, which have made this publication 

possible. It is our hope that this journal will serve as a valuable resource for researchers, 

practitioners, and policymakers, and will inspire further inquiry and debate within the legal 

community. 
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Description 

 

The Indian Journal of Legal Affairs and Research is an academic journal that publishes peer-

reviewed articles on a wide range of legal topics. Each issue is designed to provide a platform for 

legal scholars, practitioners, and students to share their research findings, theoretical explorations, 

and practical insights. Our journal covers various branches of law, including but not limited to 

constitutional law, international law, criminal law, commercial law, human rights, and 

environmental law. We are dedicated to ensuring that the articles published in our journal adhere 

to the highest standards of academic rigor and contribute meaningfully to the understanding and 

development of legal theories and practices. 
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Abstract 

In an era marked by increasing global financial integration, ensuring transparency and 

accountability in financial systems has become pivotal to sustaining economic growth and investor 

confidence. The Prevention of Money Laundering Act, 2002 (PMLA), as India’s principal anti-

money laundering legislation, plays a crucial role in reinforcing the integrity of financial 

transactions and aligning domestic regulations with international standards. This paper examines 

how the enforcement and compliance mechanisms under PMLA contribute to building an ethical 

investment environment conducive to sustainable foreign investment. It explores the intersection 

of financial transparency, regulatory governance, and economic stability, highlighting how 

effective anti- money laundering frameworks enhance India’s credibility in the global economic 

order. By situating PMLA within the broader discourse of international economic law, the paper 

underscores the importance of robust financial compliance as a cornerstone for inclusive and 

responsible economic development. 
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Financial Transparency, Sustainable Investment, Anti-Money Laundering, Prevention of Money 

Laundering Act, 2002 & International Economic Law. 
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Chapter 1: Introduction 

1.1 Financial Transparency in a Globalized Economy 

The contemporary global economy is characterized by unprecedented cross-border flows of 

capital, goods, services, and data. While globalization has accelerated economic growth and 

integration, it has simultaneously increased vulnerabilities related to money laundering, illicit 

financial flows, tax evasion, and financing of unlawful activities.1 In this context, financial 

transparency has emerged as a critical pillar of economic governance. 

Financial transparency refers to the availability, accuracy, and traceability of financial information, 

enabling regulators, investors, and stakeholders to assess the legitimacy of financial transactions 

and institutional conduct.2 Transparent financial systems reduce information asymmetry, enhance 

regulatory oversight, and strengthen public trust in economic institutions. International financial 

architecture today places strong emphasis on transparency through mechanisms such as disclosure 

norms, beneficial ownership identification, transaction monitoring, and regulatory reporting 

standards.3 

Global institutions like the Financial Action Task Force (FATF), International Monetary Fund 

(IMF), and World Bank recognize financial transparency as essential not only for combating 

financial crimes but also for ensuring systemic stability.4 Countries failing to adopt robust 

transparency frameworks risk exclusion from global financial networks, higher borrowing costs, 

and reputational damage.5 Thus, financial transparency has become both an economic necessity 

and a strategic imperative in a globalized world. 

 

1.2 Clean Financial Systems and Sustainable Investment 

The relationship between clean financial systems and sustainable investment is increasingly 

evident in global capital markets. Sustainable investment, which prioritizes long-term value 

creation over short-term gains, relies heavily on stable, predictable, and ethically governed 

 
1 Acharya VV. The anatomy of India's financial system. New Delhi: Oxford University Press; c2018. 
2 Id. 
3 Singh, V. K. (2009, January). Controlling money laundering in india-problems and perspectives. In 11th Annual 

Conference on Money and Finance in the Indian Economy on (pp. 23-24). 
4 Id. 
5 Narayan, S. (2019). Anti-money laundering law in India: a ‘Glocalization’model. Statute Law Review, 40(3), 224-

235. 
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financial environments.6 Illicit financial activities distort markets, inflate asset prices, undermine 

fair competition, and erode investor confidence, thereby discouraging responsible investment.7 

In recent years, the rise of Environmental, Social, and Governance (ESG) frameworks has 

reinforced the importance of governance and compliance in investment decisions.8 Strong anti-

money laundering (AML) regimes and transparent financial practices form the backbone of the 

‘Governance’ component of ESG criteria. Institutional investors, sovereign wealth funds, and 

development finance institutions increasingly channel capital toward jurisdictions that 

demonstrate regulatory credibility and adherence to global compliance standards.9 

Clean financial systems also ensure that capital is directed toward productive and socially 

beneficial uses, such as infrastructure development, innovation, renewable energy, and inclusive 

growth.10 By preventing the recycling of proceeds of crime into the formal economy, transparency 

safeguards macroeconomic stability and supports long-term development goals.11 Therefore, 

financial transparency is not merely a regulatory concern but a fundamental enabler of sustainable 

and responsible investment. 

 

1.3 Rationale for Studying PMLA in the Indian Context 

India, as one of the world’s fastest-growing major economies, occupies a critical position in the 

global economic order. Its expanding capital markets, increasing foreign direct investment inflows 

and deeper integration into global supply chains make the integrity of its financial system a matter 

of international significance. At the same time, India faces persistent challenges related to black 

money, shell companies, benami transactions, and cross-border financial crimes, which necessitate 

strong legal and institutional responses.12 

 
6 Gandhi, H., Tandon, K., Gite, S., Pradhan, B., & Alamri, A. (2024). Navigating the complexity of money laundering: 

anti–money laundering advancements with AI/ML insights. International Journal on Smart Sensing and Intelligent 

Systems, (1). 
7 Id. 
8 Id. 
9 Potagevan, R., & Ranka, I. (2024). India's Fight against Dirty Money: Examining the Efficacy of Anti-Money 

Laundering Laws. Legal Lock J., 4, 132 
10 Supra at 6. 
11 Id. 
12 Dudiya, H. (2023). A Comprehensive Analysis of the Prevention of Money Laundering Act, 2002 in Safeguarding 

Financial Integrity. Jus Corpus LJ, 4, 916. 
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The Prevention of Money Laundering Act (PMLA), 2002 represents India’s principal legislative 

framework for combating money laundering and associated financial crimes. Enacted in response 

to international obligations and domestic economic concerns, PMLA seeks to prevent the 

laundering of proceeds of crime, provide for the attachment and confiscation of tainted assets, and 

align India’s regulatory framework with global AML standards.13 

Studying PMLA is particularly relevant in the Indian context due to its expanding scope, frequent 

amendments, and growing role in financial regulation and enforcement. The Act has significant 

implications for banking, capital markets, real estate, corporate governance, and foreign 

investment, directly influencing India’s investment climate and global credibility.14 Moreover, 

India’s engagement with FATF mutual evaluations and international financial institutions makes 

PMLA a key instrument in shaping perceptions of India as a transparent and responsible economic 

partner.15 

This study, therefore, seeks to analyze the role of PMLA not merely as a criminal law statute, but 

as a strategic economic governance tool that promotes financial transparency, facilitates 

sustainable investment, and strengthens India’s global economic standing.16 By situating PMLA 

within the broader discourse of globalization and sustainable finance, the chapter lays the 

foundation for a deeper examination of its economic and institutional significance in subsequent 

chapters. 

 

Chapter 2: Financial Transparency and the Global Investment Landscape 

2.1 Meaning and Dimensions of Financial Transparency 

Financial transparency is a multidimensional concept that refers to the clarity, accessibility, 

accuracy, and reliability of financial information within an economic system.17 It enables 

regulators, investors, and other stakeholders to trace financial transactions, assess risk, and ensure 

 
13 Singh, V. K. (2009, January). Controlling money laundering in india-problems and perspectives. In 11th Annual 

Conference on Money and Finance in the Indian Economy on (pp. 23-24). 
14 Id. 
15 Id. 
16 Id. 
17 Agarwal P., The role of financial intelligence in preventing money laundering: Case studies from India, Journal of 

Financial Crime, 2016;23(2):431-448. 
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compliance with legal and ethical standards. In a globalized financial environment, transparency 

is essential for maintaining market integrity and preventing systemic vulnerabilities.18 

One critical dimension of financial transparency is regulatory transparency, which involves clear 

laws, predictable enforcement mechanisms, and consistent application of financial regulations.19 

Ambiguity in regulatory frameworks often increases compliance costs and deters investment. 

Institutional transparency focuses on the accountability and governance of financial institutions, 

including banks, non-banking financial companies, and intermediaries.20 Effective disclosure 

norms and audit mechanisms strengthen institutional trust. 

Another key dimension is transactional transparency, which requires the monitoring and reporting 

of financial transactions, particularly those involving large sums, cross-border transfers, or high-

risk sectors.21 Mechanisms such as customer due diligence, beneficial ownership identification, 

and suspicious transaction reporting are central to this dimension. Corporate transparency, 

encompassing financial disclosures, ownership structures, and governance practices, further 

contributes to a holistic transparency ecosystem.22 

Collectively, these dimensions reduce information asymmetry, limit opportunities for financial 

crime, and enhance the credibility of financial markets.23 In the absence of transparency, 

economies face risks of capital misallocation, market manipulation, and erosion of investor 

confidence. 

 

2.2 Role of Transparency in Attracting Long-Term and Responsible Investment 

Financial transparency plays a decisive role in shaping investment decisions, particularly in the 

context of long-term and responsible investment.24 Investors seek environments where risks can 

be accurately assessed and returns are protected by strong legal and regulatory frameworks. 

Transparent financial systems lower uncertainty, reduce transaction costs, and improve the 

predictability of investment outcomes.25 

 
18 Id. 
19 Id. 
20 Id. 
21 Id. 
22 Id. 
23 Id. 
24 Allen M, Machin L. The effectiveness of anti-money laundering laws: A comparative analysis. International Journal 

of Law and Finance. 2018;6(1):55-70. 
25 Supra at 17. 

http://www.ijlar.com/


WWW.ijlar.com               

Volume 3 Issue 6 |July 2026         ISSN: 3049-043X 

 

 
Page | 1173  

  

Long-term investors such as pension funds, insurance companies, and sovereign wealth funds 

prioritize jurisdictions with stable governance structures and effective compliance regimes.26 

These investors are particularly sensitive to risks arising from money laundering, corruption, and 

weak enforcement, as such factors can lead to legal liabilities and reputational damage.27 

Transparency, therefore, becomes a key determinant of capital allocation. 

The growing emphasis on sustainable and responsible investing further amplifies the importance 

of transparency. Under ESG frameworks, governance-related indicators—such as regulatory 

quality, rule of law, and AML compliance—are increasingly scrutinized.28 Jurisdictions that 

demonstrate commitment to transparency attract not only higher volumes of investment but also 

patient capital that supports innovation, infrastructure development, and inclusive growth. 

Moreover, transparent financial systems facilitate the efficient functioning of capital markets by 

improving price discovery and market discipline.29 This contributes to financial stability, which is 

essential for sustaining investment flows during periods of global economic uncertainty. Thus, 

transparency acts as a virtuous cycle, reinforcing investor confidence and promoting sustainable 

economic development. 

 

2.3 International Norms and Standards Governing Financial Transparency 

Global financial transparency is shaped by a network of international institutions that establish 

norms, standards, and best practices. Among these, the Financial Action Task Force (FATF) 

occupies a central role in setting global AML and counter-terrorist financing (CTF) standards.30 

FATF’s recommendations provide a comprehensive framework for risk-based regulation, 

customer due diligence, beneficial ownership transparency, and international cooperation. 

Compliance with FATF standards is widely regarded as a benchmark for a country’s financial 

integrity.31 

The International Monetary Fund (IMF) complements FATF’s work by integrating financial 

transparency into its surveillance and capacity-building functions.32 Through Financial Sector 

 
26 Supra at 24. 
27 Id. 
28 Supra at 6. 
29 Supra at 24. 
30 Supra at 1. 
31 Id. 
32 Id. 
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Assessment Programs (FSAPs) and policy advice, the IMF emphasizes sound financial regulation, 

transparency in fiscal and monetary policies, and resilience of financial institutions. IMF 

assessments significantly influence investor perceptions and credit ratings.33 

The World Bank promotes financial transparency as a development priority, particularly in 

emerging and developing economies.34 It supports reforms aimed at strengthening regulatory 

institutions, improving governance, and reducing illicit financial flows. Transparency is viewed 

by the World Bank as essential for poverty reduction, equitable growth, and sustainable 

development financing.35 

The Organisation for Economic Co-operation and Development (OECD) contributes through 

standards on corporate governance, tax transparency, and anti-corruption. Initiatives such as the 

Common Reporting Standard (CRS) and Base Erosion and Profit Shifting (BEPS) framework seek 

to curb tax evasion and enhance cross-border information exchange, further reinforcing 

transparency in global finance. 

Collectively, these international norms create a rules-based global financial order where 

transparency is not optional but mandatory. Countries aligning their domestic laws with these 

standards gain greater access to international capital, reduced risk premiums, and enhanced 

economic credibility. 

 

2.4 Financial Transparency as a Competitive Advantage 

In the contemporary global investment landscape, financial transparency has evolved into a 

competitive advantage. Jurisdictions that demonstrate regulatory clarity, effective enforcement, 

and adherence to international standards are better positioned to attract quality investment. 

Transparency reduces the likelihood of financial shocks, protects investor interests, and fosters 

trust in public institutions.36 

For emerging economies, in particular, alignment with global transparency norms signals readiness 

for deeper integration into international markets. It enables participation in global value chains, 

cross-border financing and multilateral economic cooperation. Thus, financial transparency is not 

 
33 Id. 
34 Supra at 24. 
35 Id. 
36 Alldridge P. Money laundering law: Forfeiture, confiscation, civil recovery, criminal laundering and taxation of the 

proceeds of crime. Hart Publishing; c2016. 
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merely a compliance requirement but a strategic asset that shapes a nation’s global economic 

standing. 

 

Chapter 3: Sustainable Investment and the ESG Framework 

3.1 Evolution of Sustainable and Responsible Investing 

Sustainable and responsible investing has evolved significantly over the past few decades, 

transitioning from a niche ethical practice to a central component of global financial decision-

making.37 Initially, investment strategies focused primarily on negative screening, whereby 

investors excluded companies or sectors associated with socially undesirable activities such as 

arms manufacturing, tobacco, or environmental harm.38 This approach was largely values-driven 

and limited in scale. 

Over time, growing awareness of climate change, social inequality, corporate scandals, and 

financial crises reshaped investor priorities. The global financial crisis of 2008, in particular, 

highlighted the systemic risks posed by poor governance, opaque financial practices, and excessive 

risk-taking.39 As a result, investors began recognizing that environmental, social, and governance 

(ESG) factors are material to financial performance and long-term value creation.40 

Contemporary sustainable investment strategies now encompass positive screening, best-in-class 

selection, ESG integration, and impact investing. Investors actively seek companies and 

jurisdictions that demonstrate responsible environmental practices, strong social responsibility, 

and robust governance frameworks.41 Sustainable finance has thus become aligned with long-term 

economic stability, resilience, and inclusive growth, rather than being confined to moral 

considerations alone. 

 

 

 

 
37 H. Chelawat, I.V. Trivedi, The business value of ESG performance: The Indian context, Asian Journal of Business 

Ethics, 5 (1–2) (2016), pp. 195-210.  
38 Id. 
39 S. Chen, Y. Song, P. Gao, Environmental, social, and governance (ESG) performance and financial outcomes: 

Analyzing the impact of ESG on financial performance, Journal of Environmental 

Management, 345 (November) (2023), pp. 1-9. 
40 Id. 
41 Id. 

http://www.ijlar.com/


WWW.ijlar.com               

Volume 3 Issue 6 |July 2026         ISSN: 3049-043X 

 

 
Page | 1176  

  

3.2 ESG Framework: Structure and Significance 

The ESG framework provides a standardized lens through which investors assess the sustainability 

and ethical impact of investments.42 The Environmental component focuses on issues such as 

climate risk management, resource efficiency, and ecological impact.43 The Social component 

examines labor practices, community engagement, and human rights.44 The Governance 

component evaluates corporate ethics, regulatory compliance, transparency, and accountability.45 

Among these pillars, governance serves as the foundational enabler of effective environmental and 

social performance. Strong governance mechanisms ensure that environmental commitments are 

implemented and social responsibilities are upheld. Weak governance, by contrast, often leads to 

green washing, regulatory violations, and financial misconduct, undermining sustainability 

objectives. 

Governance metrics typically include board independence, disclosure standards, shareholder 

rights, compliance culture, and risk management practices. Increasingly, investors assess 

regulatory quality and legal enforcement at the national level as part of governance evaluation.46 

Thus, ESG is no longer confined to firm-level analysis but extends to the broader institutional and 

regulatory environment of an economy.47 

 

3.3 Importance of Governance in ESG Metrics 

Governance has emerged as the most decisive element of ESG metrics due to its direct influence 

on financial integrity and investor protection.48 Transparent governance structures reduce agency 

problems, mitigate fraud, and ensure that capital is deployed efficiently. Empirical studies have 

demonstrated that firms and markets with strong governance frameworks tend to exhibit lower 

volatility, better risk-adjusted returns, and greater resilience during economic shocks.49 

 
42 S.J. Fowler, C. Hope, A critical review of sustainable business indices and their impact, Journal of Business 

Ethics, 76 (3) (2007), pp. 243-252. 
43 Supra at 39. 
44 Id. 
45 Id. 
46 Id. 
47 Supra at 42. 
48 S.S. Chopra, S.S. Senadheera, P.D. Dissanayake, P.A. Withana, R. Chib, J.H. Rhee, Y.S. Ok, Navigating the 

challenges of environmental, social, and governance (ESG) reporting: The path to broader sustainable development 

Sustainability, 16 (2) (2024), p. 606. 
49 Id. 
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From a macroeconomic perspective, governance encompasses rule of law, regulatory 

effectiveness, and anti-corruption mechanisms.50 These factors shape investor confidence and 

determine the sustainability of capital inflows. In jurisdictions where governance standards are 

weak, investors face higher compliance risks, legal uncertainties, and reputational concerns, 

discouraging long-term investment. 

Furthermore, governance is closely linked to accountability and trust. Financial scandals, money 

laundering cases, and regulatory failures erode trust in markets and institutions, triggering capital 

flight and economic instability. Consequently, global investors increasingly prioritize governance 

indicators such as AML compliance, transparency norms, and enforcement capacity when making 

investment decisions. 

 

3.4 Relevance of Anti-Money Laundering Laws in Sustainable Finance 

Anti-money laundering (AML) laws play a critical role in strengthening the governance pillar of 

sustainable finance.51 Money laundering undermines financial integrity by allowing illicit 

proceeds to infiltrate the formal economy, distort competition, and inflate asset prices. Such 

activities not only weaken market efficiency but also pose significant reputational and systemic 

risks to investors. 

AML frameworks contribute to sustainable finance by ensuring that financial systems are clean, 

traceable, and compliant with global standards.52 Measures such as customer due diligence, 

beneficial ownership disclosure, transaction monitoring, and asset confiscation prevent the misuse 

of financial channels and enhance transparency. These mechanisms protect investors from indirect 

exposure to illicit activities and regulatory penalties. 

In the context of ESG investing, AML compliance is increasingly viewed as a non-negotiable 

governance requirement.53 Institutional investors, development banks, and multilateral agencies 

integrate AML risk assessments into their due diligence processes. Jurisdictions with weak AML 

regimes face reduced access to sustainable finance, higher risk premiums, and exclusion from 

global investment networks.54 

 
50 Id. 
51 Supra at 24. 
52 Id. 
53 Id. 
54 Id. 
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For emerging economies, effective AML laws also support developmental objectives by 

safeguarding public resources and improving fiscal capacity. By preventing capital leakage 

through illicit flows, AML frameworks ensure that financial resources are available for sustainable 

development priorities such as infrastructure, healthcare, education, and climate transition. 

 

3.5 Sustainable Finance and the Regulatory Ecosystem 

Sustainable finance does not operate in isolation but is deeply embedded within the broader 

regulatory and institutional ecosystem. Laws governing financial transparency, corporate 

governance, and AML form the backbone of sustainable investment frameworks. Regulatory 

coherence and effective enforcement are essential to translating ESG principles into tangible 

economic outcomes. 

As sustainable investment continues to grow, regulatory expectations are evolving to integrate 

ESG considerations into financial supervision and risk management. In this context, AML laws 

serve as a bridge between financial integrity and sustainability, reinforcing the governance 

foundations upon which responsible investment depends. 

 

Chapter 4: Overview of the Prevention of Money Laundering Act (PMLA) 

4.1 Background and Legislative Intent 

The Prevention of Money Laundering Act, 2002 (PMLA) was enacted to address the growing 

threat posed by money laundering and its adverse impact on the integrity of financial systems and 

economic sovereignty.55 The phenomenon of money laundering enables criminals to legitimize 

proceeds derived from illegal activities such as corruption, narcotics trafficking, fraud, and 

organized crime. Recognizing its transnational nature, India enacted PMLA to fulfill both domestic 

regulatory needs and international obligations, particularly those arising from commitments to the 

Financial Action Task Force (FATF) and United Nations conventions.56 

The Act came into force in 2005 and marked a significant shift in India’s approach to financial 

crime—from fragmented enforcement under multiple statutes to a comprehensive, standalone anti-

 
55 Naroola, R.K., & Mukerji, Udayan. (2023), An Analytical Commentary on the Prevention of Money Laundering 

Act, 2002. 
56 Oakbridge Publication. The Law of Prevention of Money Laundering (2nd Edition) 2023. 
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money laundering framework.57 PMLA is designed not merely as a punitive law but as a preventive 

mechanism to protect the financial system from abuse and ensure transparency and accountability. 

 

4.2 Objectives and Scope of PMLA 

The primary objectives of PMLA are threefold. First, it seeks to prevent and control money 

laundering by criminalizing the process of projecting proceeds of crime as untainted property. 

Second, it provides for the attachment, seizure, and confiscation of property derived from criminal 

activities. Third, it aims to comply with international AML standards and facilitate cooperation 

with foreign jurisdictions in combating financial crimes. 

The scope of PMLA is broad and extends beyond traditional criminal law. It applies to a wide 

range of persons and entities, including individuals, companies, financial institutions, 

intermediaries, and designated non-financial businesses and professions.58 The Act defines money 

laundering in expansive terms, covering activities such as concealment, possession, acquisition, 

and use of proceeds of crime, thereby ensuring that the law captures the entire laundering chain.59 

PMLA’s extraterritorial reach further strengthens its scope.60 It empowers Indian authorities to act 

against proceeds of crime located abroad and to seek reciprocal assistance from foreign 

jurisdictions. This is particularly significant in addressing cross-border financial crimes in an era 

of globalized finance. 

 

4.3 Key Provisions of the Act 

At the core of PMLA lies the concept of “proceeds of crime,” defined as property derived or 

obtained as a result of criminal activity related to scheduled offences. The Act criminalizes money 

laundering under Section 3 and prescribes stringent punishment under Section 4, including 

imprisonment and fines.61 

One of the most significant features of PMLA is its emphasis on preventive enforcement.62 The 

Act empowers authorities to provisionally attach property suspected to be involved in money 

 
57 Prevention of Money Laundering Act, 2002. 
58 Id. 
59 Supra at 56. 
60 Id. 
61 Section 3, PML Act, 2002. 
62 Bhagat, Y.P., Keshav, Kumar, Singh. Ranjeeta. (2023). Law Relating to Prevention of Money Laundering. 

Whitesmann Publishing. 
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laundering, even before the conclusion of trial.63 Special courts are designated for the speedy trial 

of offences under the Act, reinforcing its deterrent effect. 

The Act also imposes extensive compliance obligations on reporting entities. These include 

maintaining records of transactions, verifying client identities through Know Your Customer 

(KYC) norms, and reporting suspicious transactions to designated authorities.64 Non-compliance 

attracts civil and criminal penalties, thereby embedding a culture of regulatory vigilance within 

the financial system. 

 

4.4 Institutional Mechanisms under PMLA 

Effective implementation of PMLA depends on a multi-institutional enforcement architecture. The 

Enforcement Directorate (ED) serves as the primary investigating and prosecuting agency under 

the Act.65 It is vested with wide powers of search, seizure, arrest, attachment of property, and 

prosecution. The ED’s role extends to coordinating with foreign agencies for mutual legal 

assistance and asset recovery. 

The Financial Intelligence Unit – India (FIU-IND) acts as the central national agency responsible 

for receiving, analyzing, and disseminating information related to suspicious financial 

transactions.66 Reporting entities such as banks, non-banking financial companies, capital market 

intermediaries, and designated professions are required to submit transaction reports to FIU-IND. 

This information forms the backbone of India’s financial intelligence framework. 

Reporting entities themselves constitute a crucial pillar of the PMLA ecosystem. By imposing 

compliance and due diligence obligations on these entities, the Act transforms private financial 

actors into frontline defenders of financial integrity.67 This public-private collaboration 

significantly enhances the effectiveness of AML enforcement. 

 

4.5 Amendments and Expansion of Scheduled Offences 

Since its enactment, PMLA has undergone multiple amendments to strengthen its enforcement 

capacity and expand its scope. One of the most notable developments has been the progressive 

 
63 Id. 
64 Supra at 55. 
65 Id.  
66 Id. 
67 Id. 
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expansion of the Schedule,68 which lists predicate offences whose proceeds can attract PMLA 

provisions. Over time, offences under laws relating to corruption, fraud, corporate crimes, 

narcotics, environmental violations, and economic offences have been included. 

These amendments reflect the evolving nature of financial crime and the need for adaptive legal 

frameworks. The inclusion of offences such as corporate fraud and tax-related crimes underscores 

the recognition that money laundering is closely linked to white-collar crime and economic 

governance. 

Amendments have also enhanced procedural powers, clarified definitions, and strengthened 

compliance requirements for reporting entities. While these changes have improved enforcement 

effectiveness and international alignment, they have also raised concerns regarding due process, 

proportionality, and safeguards, which continue to be subjects of judicial scrutiny and policy 

debate.69 

 

4.6 PMLA in the Context of Global AML Frameworks 

PMLA positions India firmly within the global AML architecture. Its provisions largely align with 

FATF recommendations, particularly in areas such as customer due diligence, beneficial 

ownership, risk-based supervision, and international cooperation.70 Compliance with these 

standards is critical for safeguarding India’s access to global financial markets and maintaining 

investor confidence. 

By embedding transparency and accountability within its financial system, PMLA serves as a 

bridge between criminal justice, economic governance, and sustainable finance. It lays the 

institutional foundation for subsequent chapters that examine its impact on financial transparency, 

investment climate, and India’s global economic standing. 
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Chapter 5: PMLA as a Tool for Financial Transparency 

5.1 Financial Transparency through Anti-Money Laundering Frameworks 

Financial transparency is achieved not only through disclosure norms but also through effective 

detection, prevention, and deterrence of illicit financial activities. The Prevention of Money 

Laundering Act (PMLA) plays a central role in embedding transparency within India’s financial 

system by creating legal, institutional, and procedural mechanisms that trace the origin, movement, 

and destination of funds.71 

Unlike conventional criminal laws that focus on individual offences, PMLA targets the financial 

dimension of crime, disrupting the economic incentives underlying illegal activities.72 By 

mandating the identification of proceeds of crime and empowering authorities to attach and 

confiscate tainted assets, the Act enhances the traceability of financial flows. This contributes 

directly to transparency by reducing the opacity that enables money laundering and financial 

misconduct. 

 

5.2 Curbing Illicit Financial Flows and Black Money 

Illicit financial flows (IFFs) and black money pose significant threats to economic stability, fiscal 

capacity, and social equity. They distort markets, reduce tax revenues, and undermine the 

credibility of financial institutions.73 PMLA addresses these challenges by criminalizing the 

laundering of proceeds derived from scheduled offences and by targeting the entire laundering 

cycle, from placement to integration. 

The Act empowers enforcement agencies to provisionally attach assets suspected to be linked to 

criminal activities, even at the investigative stage.74 This preventive approach limits the ability of 

offenders to enjoy or further circulate illicit wealth. The inclusion of a wide range of predicate 

offences—such as corruption, fraud, and corporate crimes—enables PMLA to act as a 

comprehensive tool against black money generation and circulation.75 

 
71 R. Singh, “Money Laundering in India: Legislative and Enforcement Issues,” 56 J. Indian L. Inst. 123, 127 (2014). 
72 Id. 
73 Bijay Agarwal, Decoding Money Laundering: A Comprehensive Analysis of India’s Regulatory Framework, Indian 

Journal of Legal Review (Ijlr), 5 (7) of 2025, pg. 509-518. 
74 Supra at 55. 
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Furthermore, PMLA facilitates domestic and international cooperation in tracing illicit assets. 

Through mutual legal assistance treaties and information sharing mechanisms, the Act strengthens 

India’s capacity to address cross-border money laundering and capital flight.76 By curbing illicit 

financial flows, PMLA helps restore confidence in the formal economy and improves the overall 

transparency of financial transactions. 

 

5.3 Strengthening KYC, Transaction Monitoring, and Compliance Culture 

One of the most significant contributions of PMLA to financial transparency lies in its emphasis 

on preventive compliance mechanisms. The Act imposes stringent obligations on reporting entities 

to conduct customer due diligence, verify identities, maintain transaction records, and report 

suspicious activities to the Financial Intelligence Unit–India (FIU-IND).77 

Know Your Customer (KYC) norms serve as the first line of defense against anonymity and misuse 

of financial channels.78 By requiring the identification of beneficial owners and continuous 

monitoring of accounts, PMLA reduces the scope for anonymous transactions and shell entities. 

This has strengthened transparency across the banking and financial services ecosystem. 

Transaction monitoring and reporting requirements promote a culture of regulatory compliance 

within financial institutions. Suspicious Transaction Reports (STRs) and Cash Transaction Reports 

(CTRs) enable early detection of abnormal patterns and potential financial crimes.79 Over time, 

these obligations have institutionalized risk-based compliance frameworks, aligning Indian 

financial practices with global AML standards. 

Importantly, the compliance culture fostered by PMLA extends beyond regulatory adherence. It 

has influenced corporate governance norms, internal controls, and ethical standards within 

financial institutions. This systemic shift enhances transparency by making accountability an 

integral part of financial operations. 
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77 Sultana S (2020) Role of financial intelligence unit (FIU) in anti-money laundering quest. J Money Laund Control 

23(4):931–947. https://doi.org/10.1108/jmlc-01-2020-0003   
78 Abhinandan (2024) Understanding KYC and AML: differences, regulations and importance. 

AuthBridge. https://authbridge.com/blog/kyc-and-aml-regulations/ 
79 Saran P (2004) Guidelines on ‘Know Your Customer’ norms and anti-money laundering 
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5.4 Enhancing Transparency in High-Risk Sectors 

Certain sectors are particularly vulnerable to money laundering due to high transaction values, 

complex ownership structures, and limited oversight.80 PMLA specifically targets such high-risk 

sectors, thereby improving transparency where it is most needed. 

In the banking sector, PMLA has strengthened due diligence, reporting, and audit mechanisms. 

Banks are required to adopt robust AML policies and monitor both domestic and cross-border 

transactions.81 These measures reduce the risk of banks being used as conduits for illicit funds and 

enhance confidence in the financial system. 

The real estate sector, traditionally associated with cash transactions and undervaluation, has been 

brought under the ambit of PMLA compliance.82 By mandating reporting obligations and scrutiny 

of high-value transactions, the Act addresses opacity in property dealings and curbs the use of real 

estate as a vehicle for laundering black money.83 

In capital markets, intermediaries such as brokers, mutual funds, and portfolio managers are 

subject to PMLA obligations.84 Enhanced disclosure and monitoring requirements reduce the risk 

of market manipulation, insider trading linked to illicit funds, and regulatory arbitrage.85 This 

contributes to cleaner capital markets and greater investor trust. 

 

5.5 PMLA and the Broader Transparency Ecosystem 

PMLA does not operate in isolation but complements other financial reforms such as digitization 

of payments, tax transparency initiatives, and corporate disclosure requirements. Together, these 

measures create a comprehensive transparency ecosystem that improves traceability and 

accountability across economic activities. 

By embedding transparency into financial processes, PMLA strengthens regulatory credibility and 

reduces systemic risks. It also aligns India’s financial system with international best practices, 

 
80 Kumar P (2015) Money laundering in India: concepts, effects and legislation. In: Money Laundering in India: 

Concepts, Effects and Legislation, vol 3, pp 51 - 

63. https://www.raijmr.com/ijrhs/wpcontent/uploads/2017/11/IJRHS_2015_vol03_issue_07_11.pdf 
81 Id. 
82 Id. 
83 Id. 
84 Id. 
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reinforcing its reputation as a jurisdiction committed to clean and transparent economic 

governance. 

 

5.6 Conclusion 

The Prevention of Money Laundering Act functions as a powerful instrument of financial 

transparency by curbing illicit financial flows, strengthening compliance mechanisms, and 

addressing sector-specific vulnerabilities. Through its preventive and enforcement-oriented 

approach, PMLA enhances the integrity of India’s financial system and lays the foundation for 

sustainable investment and global economic credibility. Its role as a transparency-enhancing tool 

underscores its significance beyond criminal law, positioning it as a central pillar of modern 

financial governance. 

 

Chapter 6: PMLA and the Promotion of Sustainable Investment 

6.1 Sustainable Investment and Regulatory Credibility 

Sustainable investment is fundamentally driven by confidence in the regulatory and institutional 

framework of a country. Investors seeking long-term value prioritize jurisdictions where financial 

systems are transparent, risks are identifiable, and legal enforcement is predictable.86 The 

Prevention of Money Laundering Act (PMLA) contributes to this environment by strengthening 

financial integrity and signaling India’s commitment to clean and accountable economic 

governance.87 

By criminalizing money laundering and empowering authorities to confiscate proceeds of crime, 

PMLA reduces the systemic risks associated with illicit financial activities. This enhances the 

overall credibility of India’s financial ecosystem, which is a key determinant of sustainable 

investment decisions. Regulatory credibility, supported by effective AML enforcement, reduces 

uncertainty and fosters investor trust. 
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6.2 Impact on Investor Confidence and Risk Perception 

Investor confidence is closely linked to perceptions of financial risk, governance quality, and 

regulatory enforcement.88 Weak AML frameworks increase exposure to legal liabilities, 

reputational damage, and sudden regulatory interventions, all of which deter long-term 

investment.89 PMLA mitigates these risks by creating a robust legal mechanism to detect, deter, 

and punish financial crimes. 

For foreign institutional investors, multinational corporations, and development finance 

institutions, AML compliance is a prerequisite for market participation. PMLA reassures such 

investors that India actively safeguards its financial system against abuse, thereby reducing country 

risk premiums.90 This is particularly important for long-term capital such as infrastructure 

investment, private equity, and pension funds, which require stable and predictable operating 

environments. 

Moreover, effective implementation of PMLA enhances the resilience of financial markets during 

periods of global uncertainty. Transparent and well-regulated systems are better equipped to 

absorb external shocks, thereby sustaining investor confidence even during economic downturns. 

 

6.3 Role in Improving Corporate Governance and Ethical Business Practices 

PMLA plays a significant role in strengthening corporate governance and ethical conduct across 

the business ecosystem. By imposing compliance obligations on companies and intermediaries, 

the Act incentivizes the adoption of internal controls, risk management frameworks, and ethical 

business practices.91 

Corporate entities are required to maintain transparent ownership structures, monitor financial 

transactions, and report suspicious activities.92 These requirements reduce opportunities for 

financial misconduct, shell companies, and benami transactions. As a result, firms operating in 

 
88 Id. 
89 S.S. Choudhary, A. Mishra, The Evolution of PMLA: Challenges and Adaptation, Issue 3, International Journal 

Management & Human., 2024 – HeinOnline. 
90 Supra at 86. 
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compliance with PMLA demonstrate higher governance standards, which enhances their 

attractiveness to responsible investors.93 

Additionally, PMLA reinforces accountability at the managerial and board levels. Senior 

management and compliance officers are increasingly held responsible for ensuring AML 

compliance, leading to stronger oversight and ethical decision-making. This cultural shift within 

corporations aligns business practices with global governance norms and sustainability 

expectations. 

 

6.4 Alignment of PMLA with ESG Frameworks 

The governance pillar of the ESG framework is deeply intertwined with financial transparency and 

regulatory compliance. PMLA directly supports this pillar by embedding AML norms into India’s 

financial and corporate landscape.94 Investors assessing ESG performance consider not only firm-

level disclosures but also the strength of national legal frameworks governing financial integrity. 

By aligning domestic AML regulations with international standards such as FATF 

recommendations, PMLA enhances India’s ESG profile at the country level.95 This alignment is 

particularly relevant for ESG-focused funds and impact investors, who seek jurisdictions that 

uphold high standards of governance and accountability. 

Furthermore, PMLA complements other sustainability-oriented policies by ensuring that capital 

flows are legitimate and traceable.96 This prevents ESG-linked investments from being 

undermined by illicit financial practices, thereby preserving the integrity of sustainable finance 

initiatives. 

 

6.5 Facilitating Long-Term Capital Flows 

Long-term capital flows are essential for financing infrastructure, technological innovation, 

renewable energy, and inclusive development. Such investments require confidence in the 

 
93 Id. 
94 Aftab, M., & Ali, I. (2024). The Evolution and Impact of White-Collar Crime in India, IOSR Journal of Humanities 

and Social Science, 29(3), 1–27, https://doi.org/10.9790/0837- 2903050127. 
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durability and integrity of financial systems.97 PMLA facilitates these flows by reducing the risks 

associated with money laundering, corruption, and financial opacity. 

By improving transparency and enforcement, PMLA contributes to lower compliance risks and 

borrowing costs, making India a more attractive destination for long-term capital. It also 

strengthens India’s access to international development finance and green finance instruments, 

which increasingly incorporate AML and governance criteria into funding decisions.98 

Moreover, PMLA’s role in curbing illicit financial flows ensures that domestic capital is retained 

and efficiently allocated, further supporting sustainable growth. This reinforces the virtuous cycle 

between financial integrity, investment stability, and long-term economic development. 

 

6.6 Balancing Enforcement and Investment Climate 

While PMLA strengthens investor confidence, its effectiveness in promoting sustainable 

investment depends on fair, transparent, and proportionate enforcement. Predictable application of 

the law, judicial oversight, and procedural safeguards are essential to ensure that compliance does 

not translate into regulatory uncertainty. 

A balanced approach that combines robust enforcement with respect for due process enhances the 

legitimacy of PMLA and sustains investor trust. When implemented judiciously, PMLA reinforces 

India’s image as a rule-based economy that values both integrity and ease of doing business. 

 

6.7 Conclusion 

The Prevention of Money Laundering Act plays a critical role in promoting sustainable investment 

by enhancing investor confidence, strengthening corporate governance, and aligning India’s 

financial system with ESG principles. By facilitating long-term capital flows and reducing 

systemic risks, PMLA emerges as a strategic tool for sustainable economic growth. Its contribution 

extends beyond crime prevention, positioning it as a cornerstone of India’s investment ecosystem 

and long-term development strategy. 

 

 

 
97 Chakraborty, O. (2023). India’s whitecollar crime: Impact on the study of society, Indian Journal of Law and Legal 
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Chapter 7: PMLA and India’s Global Economic Standing 

7.1 Global Economic Standing and Financial Governance 

In the contemporary international economic order, a country’s global standing is shaped not only 

by its growth rates and market size but also by the quality of its financial governance and regulatory 

institutions. As cross-border capital flows intensify and financial systems become increasingly 

interconnected, global investors and institutions place significant emphasis on anti-money 

laundering (AML) compliance, transparency, and rule of law.99 

India’s aspiration to emerge as a leading global economic power necessitates alignment with 

international financial norms and sustained confidence in its regulatory frameworks. The 

Prevention of Money Laundering Act (PMLA) plays a crucial role in this context by embedding 

global AML standards within India’s domestic legal system and reinforcing its credibility as a 

reliable economic partner. 

 

7.2 FATF Compliance and International Credibility 

The Financial Action Task Force (FATF) is the primary international body responsible for setting 

and monitoring AML and counter-terrorist financing standards. Compliance with FATF 

recommendations is widely regarded as a benchmark of a country’s financial integrity. 

Jurisdictions that fail to meet these standards face increased scrutiny, higher transaction costs, and 

potential restrictions in accessing global financial markets.100 

PMLA serves as the cornerstone of India’s compliance with FATF standards. Its provisions 

relating to customer due diligence, beneficial ownership identification, suspicious transaction 

reporting, and international cooperation directly reflect FATF recommendations.101 India’s 

engagement with FATF mutual evaluation processes has underscored the centrality of PMLA in 

demonstrating legislative and institutional commitment to combating financial crime. 

 
99 Graycar, A. (2019), International cooperation to combat money laundering, In M. Natarajan (Ed.), International 

and transnational crime and justice, Cambridge University 

Press. https://www.cambridge.org/core/books/international-and-transnational-crime-and-justice/international-

cooperation-to-combat-money-laundering/9450F1BF25A229142524CE473ADE182D. 
100 FATF. (2015), Best practices: Combating the abuse of non-profit organisations (Recommendation 

8),  https://www.fatf-gafi.org/content/dam/fatf-gafi/guidance/BPP-combating-abuse-non-profit 

organisations.pdf.coredownload.pdf. 
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Effective implementation of PMLA enhances India’s standing in FATF assessments, which in turn 

strengthens international confidence in its financial system. Positive evaluations reduce 

reputational risks and signal to global markets that India is a jurisdiction committed to 

transparency, accountability, and regulatory robustness. 

 

7.3 Impact on Foreign Direct Investment and Portfolio Investment 

Foreign Direct Investment (FDI) and portfolio investment are highly sensitive to regulatory quality 

and governance standards. Investors seek environments where financial risks are minimized, 

compliance requirements are predictable, and legal protections are enforceable.102 Weak AML 

frameworks increase the risk of financial misconduct, regulatory sanctions, and reputational 

damage, deterring long-term investment.103 

By strengthening financial transparency and enforcement, PMLA contributes to a more stable and 

credible investment climate.104 It reassures foreign investors that India actively safeguards its 

markets against money laundering and illicit financial flows.105 This reduces country risk 

perception and enhances India’s attractiveness as a destination for long-term capital. 

Portfolio investors, in particular, benefit from transparent capital markets supported by strong 

AML oversight.106 Enhanced monitoring and compliance reduce market manipulation and insider 

trading linked to illicit funds, thereby improving market integrity. Over time, this contributes to 

deeper, more resilient capital markets and sustained investment inflows. 

 

7.4 Facilitating Cross-Border Trade and Financial Integration 

Cross-border trade and financial integration depend heavily on trust in a country’s financial 

system. International banks, trade financiers, and payment systems require assurance that 

transactions comply with global AML and counter-terrorist financing standards.107 Jurisdictions 
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perceived as high-risk face higher compliance costs, delayed transactions, and restricted access to 

global banking networks. 

PMLA strengthens India’s ability to engage in cross-border trade by ensuring compliance with 

international financial norms. By facilitating information exchange and cooperation with foreign 

enforcement agencies, the Act supports smoother trade finance operations and cross-border 

payments.108 This enhances India’s integration into global value chains and international financial 

networks. 

Moreover, robust AML compliance under PMLA reduces the risk of Indian entities being 

subjected to enhanced due diligence or de-risking by foreign banks. This is particularly important 

for maintaining uninterrupted trade flows and supporting India’s export-led growth strategies. 

 

7.5 India as a Responsible and Rules-Based Economic Actor 

In the global economic arena, reputational capital is as important as economic size. Countries that 

demonstrate commitment to transparency, rule of law, and ethical governance are better positioned 

to influence global economic norms and negotiations.109 PMLA contributes to India’s image as a 

responsible and rules-based economy by aligning domestic practices with international standards. 

By actively combating money laundering and financial crime, India signals its willingness to 

uphold shared global responsibilities. This enhances its credibility in multilateral forums such as 

the G20, IMF, World Bank, and WTO.110 It also strengthens India’s bargaining position in trade 

agreements, investment treaties, and financial cooperation arrangements. 

Furthermore, India’s AML framework under PMLA supports its leadership role among emerging 

economies by demonstrating that high regulatory standards are compatible with growth and 

development.111 This reinforces India’s aspiration to shape the global economic agenda rather than 

merely adapt to it. 
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7.6 Strategic Implications for India’s Global Economic Role 

PMLA’s contribution to India’s global standing extends beyond immediate economic outcomes. 

By promoting financial integrity, the Act supports broader strategic objectives such as attracting 

quality investment, enhancing geopolitical trust, and reducing vulnerabilities to financial 

shocks.112 

A credible AML regime also strengthens India’s capacity to participate in international initiatives 

related to sustainable finance, digital payments, and cross-border financial innovation. As global 

finance evolves, adherence to transparency and governance norms will remain essential for 

maintaining economic influence and resilience. 

 

7.7 Conclusion 

The Prevention of Money Laundering Act plays a vital role in strengthening India’s global 

economic standing by ensuring FATF compliance, enhancing investor confidence, and facilitating 

cross-border trade and financial integration. By reinforcing India’s image as a transparent, 

responsible, and rules-based economy, PMLA contributes to long-term economic credibility and 

global leadership. Its effective and balanced implementation will remain critical to sustaining 

India’s position in an increasingly governance-driven global economic order. 

 

Chapter 8: Challenges and Criticisms of PMLA Implementation 

8.1 Need for a Balanced Assessment113 

While the Prevention of Money Laundering Act (PMLA) has emerged as a central pillar of India’s 

financial transparency and anti-money laundering framework, its implementation has generated 

significant debate. As a law with far-reaching powers affecting personal liberty, property rights, 

and business operations, PMLA must strike a delicate balance between effective enforcement and 

constitutional safeguards. Evaluating the challenges and criticisms associated with its 

implementation is essential for understanding its impact on governance, investment climate, and 

rule of law. 
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8.2 Due Process and Procedural Safeguards114 

One of the most prominent criticisms of PMLA relates to concerns over due process and procedural 

fairness. The Act grants extensive powers to enforcement agencies, including search, seizure, 

arrest, and provisional attachment of property. These powers, while intended to prevent dissipation 

of illicit assets, have raised concerns regarding potential overreach and disproportionate use. 

Critics argue that provisions related to reverse burden of proof and stringent bail conditions deviate 

from traditional criminal law principles and may undermine the presumption of innocence. The 

attachment of property prior to conviction, though preventive in nature, can impose severe 

financial and reputational costs on individuals and businesses even before guilt is established. 

Judicial scrutiny has played a crucial role in interpreting and balancing these provisions. Courts 

have emphasized the need for adherence to procedural safeguards, proportionality, and 

transparency in enforcement actions. Nevertheless, concerns persist regarding the clarity of legal 

standards and consistency in application, underscoring the need for continual review and 

refinement of procedural protections. 

 

8.3 Impact on Ease of Doing Business115 

Another significant challenge associated with PMLA implementation is its impact on the ease of 

doing business, particularly for small and medium enterprises and foreign investors unfamiliar 

with India’s regulatory environment. Extensive compliance obligations, frequent reporting 

requirements, and the risk of enforcement action can increase operational costs and regulatory 

uncertainty. 

Businesses operating in high-risk sectors such as real estate, financial services, and capital markets 

often face heightened scrutiny under PMLA. While enhanced oversight is necessary to prevent 

misuse, excessive or unpredictable enforcement can deter legitimate economic activity. Foreign 

investors may perceive aggressive enforcement actions as indicators of regulatory risk, affecting 

investment decisions. 

Moreover, overlapping compliance requirements across multiple regulatory regimes can create 

administrative burdens. Effective coordination among enforcement agencies and clearer 
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compliance guidelines are essential to ensure that PMLA objectives are achieved without 

undermining India’s competitiveness as an investment destination. 

 

8.4 Enforcement Capacity and Institutional Constraints116 

The effectiveness of PMLA is closely linked to the capacity and resources of enforcement 

institutions. Agencies responsible for investigation, prosecution, and adjudication face challenges 

related to manpower shortages, technical expertise, and infrastructure. As the scope of PMLA 

expands with the inclusion of new predicate offences and reporting entities, these capacity 

constraints become more pronounced. 

Investigating complex financial crimes requires specialized skills in forensic accounting, data 

analytics, and cross-border cooperation. Limited institutional capacity can result in delays, 

inconsistent enforcement, and overreliance on coercive measures rather than evidence-based 

investigations. 

Furthermore, coordination among multiple agencies—such as the Enforcement Directorate, FIU-

IND, police, and tax authorities—remains a persistent challenge. Fragmented information flows 

and jurisdictional overlaps can reduce enforcement efficiency and lead to duplication of efforts. 

 

8.5 Judicial Backlog and Delays in Adjudication117 

Judicial backlog represents a significant obstacle to the effective implementation of PMLA. 

Prolonged investigations and delays in adjudication undermine the deterrent effect of the law and 

prolong uncertainty for affected parties. Attachment of property for extended periods without final 

resolution can adversely impact businesses, employment, and economic activity. 

Special courts designated under PMLA often face heavy caseloads and procedural complexities, 

leading to extended trial durations. Delays in appellate processes further exacerbate uncertainty 

and reduce the credibility of enforcement outcomes. Timely adjudication is essential not only for 

protecting individual rights but also for sustaining investor confidence in the legal system. 
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8.6 Risk of Selective or Disproportionate Enforcement118 

Concerns have also been raised regarding the selective or disproportionate application of PMLA 

provisions. Perceptions of inconsistency in enforcement can erode trust in institutions and fuel 

apprehensions about regulatory arbitrariness. Transparency in enforcement criteria and 

accountability mechanisms are essential to address these concerns. 

Ensuring that enforcement actions are guided by objective risk assessments rather than 

discretionary considerations is critical for maintaining the legitimacy of the AML framework. 

Clear guidelines, internal oversight, and judicial review can help mitigate the risk of misuse and 

enhance public confidence. 

 

8.7 Way Forward: Addressing Implementation Challenges119 

Addressing the challenges associated with PMLA implementation requires a multifaceted 

approach. Strengthening procedural safeguards, enhancing enforcement capacity, and streamlining 

compliance processes are essential for achieving balanced outcomes. Investment in technology-

driven investigation tools, inter-agency coordination, and judicial capacity can significantly 

improve enforcement efficiency. 

Equally important is maintaining continuous dialogue with stakeholders, including businesses, 

financial institutions, and civil society. Such engagement can help refine regulatory practices, 

reduce compliance burdens, and ensure that PMLA objectives align with broader economic and 

governance goals. 

 

8.8 Conclusion 

The challenges and criticisms surrounding PMLA implementation highlight the complexities 

inherent in enforcing robust AML laws in a dynamic economy. While PMLA has significantly 

strengthened financial transparency and global credibility, its long-term effectiveness depends on 

fair, proportionate, and transparent enforcement. Addressing due process concerns, improving 

institutional capacity, and reducing judicial delays will be critical to ensuring that PMLA remains 

a credible and sustainable pillar of India’s financial governance framework 
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Chapter 9: Way Forward and Policy Recommendations 

9.1 Balancing Enforcement with Civil Liberties 

One of the central challenges in implementing the Prevention of Money Laundering Act (PMLA) 

is ensuring robust enforcement without compromising constitutional rights and civil liberties. 

While the law is designed to prevent illicit financial flows and protect the integrity of the financial 

system, excessive or indiscriminate application can undermine trust in institutions and deter 

legitimate economic activity. 

A balanced approach requires: 

1. Proportionality in Enforcement – Agencies should prioritize high-risk cases and avoid 

blanket attachment of property or aggressive action in minor or procedural violations. Risk-

based targeting ensures resources are focused on systemic threats while protecting law-

abiding businesses and individuals. 

2. Enhanced Procedural Safeguards – Safeguards such as timely judicial oversight, clear 

criteria for attachment, and strict timelines for adjudication can prevent undue hardship and 

reinforce the presumption of innocence. 

3. Transparent Guidelines and Stakeholder Communication – Publishing clear guidelines on 

enforcement priorities, reporting obligations, and compliance expectations reduces 

uncertainty and builds confidence among domestic and foreign investors. 

Balancing enforcement with civil liberties not only strengthens the credibility of the law but also 

ensures that PMLA supports a healthy investment climate and sustainable economic growth. 

 

9.2 Technology-Driven AML Enforcement 

The complexity and scale of modern financial transactions require technology-enabled AML 

systems. Traditional manual processes are often slow, prone to errors, and inadequate for detecting 

sophisticated money laundering schemes, particularly in digital finance and cross-border 

transactions. 

Key recommendations for technology-driven enforcement include: 

1. Advanced Analytics and AI Tools – Machine learning algorithms can identify suspicious 

patterns in large datasets, detect anomalous transactions, and flag high-risk entities more 

efficiently than manual methods. 
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2. Integrated Data Platforms – Linking banking systems, regulatory filings, and tax data can 

enable real-time monitoring and holistic risk assessment, reducing gaps in enforcement. 

3. Digital Reporting and Compliance Automation – Automating the submission of Suspicious 

Transaction Reports (STRs) and Cash Transaction Reports (CTRs) reduces compliance 

costs, improves accuracy, and accelerates analysis by the Financial Intelligence Unit (FIU-

IND). 

4. Block-chain and Distributed Ledger Technology – For high-value and cross-border 

transactions, block-chain can enhance transparency and traceability, making it more 

difficult to conceal illicit financial flows. 

Technology-driven AML enforcement strengthens transparency, increases efficiency, and 

provides a scalable solution as India’s financial system continues to digitize and expand. 

 

9.3 International Cooperation and Regulatory Harmonization 

Given the global nature of money laundering and illicit financial flows, international cooperation 

is critical for effective enforcement of PMLA. India’s efforts to align with FATF standards are 

essential, but further steps can enhance credibility and operational effectiveness. 

Key recommendations include: 

1. Mutual Legal Assistance Treaties (MLATs) and Cross-Border Collaboration – 

Strengthening agreements with foreign jurisdictions ensures timely information sharing, 

asset recovery, and investigation of transnational money laundering networks. 

2. Regulatory Harmonization with Global Standards – Aligning reporting thresholds, 

beneficial ownership disclosure norms, and due diligence requirements with international 

best practices reduces friction for foreign investors and facilitates smoother cross-border 

transactions. 

3. Participation in Multilateral AML Initiatives – Active engagement in FATF working 

groups, World Bank programs, and UN conventions strengthens India’s global profile as a 

rules-based and compliant financial jurisdiction. 

4. Capacity Building for Emerging Markets Cooperation – Sharing expertise and 

collaborating with other emerging economies can create regional networks for AML 

enforcement and prevent regulatory arbitrage. 
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International cooperation enhances India’s ability to track cross-border illicit flows, maintain 

global credibility, and ensure that domestic financial integrity is recognized and trusted worldwide. 

 

9.4 Strengthening Domestic Institutional Capacity 

While international collaboration and technology adoption are important, the effectiveness of 

PMLA ultimately depends on strong domestic institutions. Policy recommendations include: 

1. Resource Augmentation for Enforcement Agencies – Increased manpower, training in 

forensic accounting, and specialization in cyber and digital finance investigations are 

essential for keeping pace with evolving money laundering techniques. 

2. Capacity Building for Special Courts – Expanding judicial infrastructure and training 

judges in financial crime law can reduce backlogs and accelerate adjudication. 

3. Inter-Agency Coordination Mechanisms – Establishing dedicated task forces between the 

Enforcement Directorate, FIU-IND, tax authorities, and banking regulators can enhance 

information sharing, reduce duplication, and improve enforcement outcomes. 

Strengthened domestic capacity ensures that PMLA is implemented effectively, fairly, and 

efficiently. 

 

9.5 Promoting Compliance Culture and Private Sector Engagement 

A robust AML framework requires the active participation of the private sector, particularly banks, 

capital market intermediaries, and professional service providers. Recommendations include: 

1. Capacity Building for Reporting Entities – Training programs and awareness campaigns 

can improve compliance understanding and reduce inadvertent violations. 

2. Risk-Based Compliance Approaches – Encouraging financial institutions to adopt internal 

risk assessment frameworks reduces unnecessary reporting burdens and focuses attention 

on high-risk transactions. 

3. Public-Private Collaboration – Regular dialogue between regulators and businesses can 

help refine reporting standards, identify emerging threats, and foster a culture of voluntary 

compliance. 

A strong compliance culture complements enforcement efforts and ensures that AML objectives 

are met without imposing excessive regulatory costs. 
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9.6 Conclusion 

The way forward for PMLA lies in a multi-pronged, balanced approach that combines robust 

enforcement with procedural fairness, technology adoption, international cooperation, and private 

sector engagement. By addressing challenges related to civil liberties, institutional capacity, and 

cross-border coordination, India can strengthen its AML framework while promoting sustainable 

investment and global economic credibility. 

Strategic implementation of these recommendations will ensure that PMLA continues to serve as 

both a deterrent against financial crime and a catalyst for investor confidence, ethical governance, 

and long-term economic growth. 

 

Chapter 10: Conclusion 

10.1 Summary of Key Findings 

The study of the Prevention of Money Laundering Act (PMLA) within the framework of financial 

transparency and sustainable investment highlights several critical observations: 

1. Financial Transparency and System Integrity: PMLA has significantly enhanced financial 

transparency in India by criminalizing money laundering, enabling asset tracing, and 

strengthening Know Your Customer (KYC) and reporting requirements. By targeting illicit 

financial flows, the Act ensures that the formal financial system is less susceptible to 

manipulation and abuse, thereby promoting accountability and investor trust. 

2. Linkage to Sustainable Investment: Strong AML enforcement under PMLA fosters a 

credible regulatory environment that aligns with Environmental, Social, and Governance 

(ESG) principles. Investors increasingly consider governance frameworks when allocating 

capital; by promoting ethical corporate practices and financial integrity, PMLA facilitates 

responsible and long-term investment in sectors critical to sustainable growth. 

3. Global Credibility and Economic Positioning: PMLA plays a pivotal role in enhancing 

India’s international credibility. Alignment with FATF recommendations, international 

cooperation, and rigorous enforcement contribute to India’s image as a rules-based 

economy. This credibility attracts foreign direct investment (FDI), portfolio flows, and 

cross-border trade, strengthening India’s position in the global economic order. 
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4. Challenges in Implementation: Despite its strengths, PMLA faces challenges related to due 

process, judicial delays, enforcement capacity, and potential impact on ease of doing 

business. Addressing these challenges requires careful calibration of enforcement powers, 

procedural safeguards, and inter-agency coordination. 

5. Technology and Institutional Reform: Adoption of technology-driven monitoring systems, 

advanced analytics, and blockchain solutions can enhance enforcement efficiency. 

Strengthening institutional capacity—both in enforcement agencies and special courts—

ensures timely and effective adjudication of PMLA cases. 

 

10.2 PMLA as a Strategic Economic Governance Tool 

Beyond its role as a law targeting financial crime, PMLA has evolved into a strategic instrument 

of economic governance: 

• Enhancing Market Confidence: By reducing risks associated with illicit funds, PMLA 

increases investor confidence and strengthens India’s financial markets. 

• Aligning with ESG and Sustainability Goals: Governance transparency, a key pillar of 

ESG, is directly reinforced by AML compliance, facilitating sustainable and ethical 

investment. 

• Supporting Long-Term Capital Flows: PMLA ensures that both domestic and foreign 

investments are traceable and legitimate, promoting stability in capital allocation and 

enabling infrastructure, renewable energy, and other development projects. 

• Strengthening Global Partnerships: Compliance with international AML standards signals 

India’s commitment to responsible financial governance, positioning it as a reliable partner 

in cross-border trade, finance, and multilateral institutions. 

In this way, PMLA is more than a law—it is a cornerstone of India’s strategy to integrate 

transparency, governance, and economic growth. 

 

10.3 Future Outlook for India’s Sustainable and Transparent Growth Model 

Looking forward, PMLA can play a central role in shaping a sustainable and globally competitive 

Indian economy: 
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1. Integration with Digital Finance: With increasing digitization of payments, fintech 

solutions, and blockchain adoption, PMLA’s enforcement mechanisms can leverage 

technology to prevent illicit financial flows at scale. 

2. Strengthening ESG Investment Linkages: By embedding AML compliance within 

corporate governance practices, India can attract more ESG-focused funds and impact 

investments, contributing to sustainable development goals (SDGs). 

3. Global Leadership in Rules-Based Finance: As India continues to align with FATF 

standards and participate in international AML initiatives, it can emerge as a model for 

emerging economies in transparent, sustainable financial governance. 

4. Continuous Policy Reforms: Enhancing procedural safeguards, improving inter-agency 

coordination, and reducing judicial delays will ensure that PMLA’s enforcement remains 

fair, predictable, and conducive to economic growth. 

Ultimately, India’s future growth model will hinge on the twin pillars of transparency and 

sustainability. PMLA, by preventing illicit financial flows and promoting regulatory integrity, 

directly supports these objectives. It enables India to attract responsible investment, strengthen 

governance standards, and maintain its trajectory toward long-term economic resilience and global 

credibility. 

 

10.4 Concluding Remarks 

The Prevention of Money Laundering Act has transcended its initial mandate of crime prevention 

to become a strategic enabler of economic governance, investor confidence, and sustainable 

development. Its effective implementation ensures that India’s financial system remains 

transparent, ethical, and globally integrated. 

By continuously refining enforcement practices, leveraging technology, and fostering international 

cooperation, PMLA can reinforce India’s position as a responsible, rules-based, and forward-

looking economy. In doing so, it lays the foundation for a growth model that is not only 

economically robust but also sustainable, transparent, and globally respected. 
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