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Abstract

Money laundering remains a persistent challenge in India, undermining financial integrity, governance, and
public trust. This research paper undertakes a doctrinal analysis of India’s anti-money laundering (AML)
framework, with a specific focus on statutory developments, enforcement mechanisms, and judicial perspectives.
It examines the Prevention of Money Laundering Act (PMLA), 2002 and its subsequent amendments, alongside
the institutional role of the Enforcement Directorate (ED) and the Financial Intelligence Unit (FIU-IND). By
analyzing landmark judgments such as Vijay Madanlal Choudhary v. Union of India (2022), the study highlights
the interpretive tensions between state imperatives of financial security and constitutional guarantees of
individual rights. The paper also reviews high-profile Indian cases, including the 2G Spectrum Scam, Satyam
fraud, the Telgi fake stamp paper scam, and Ketan Parikh s stock market manipulation, to assess how doctrinal
principles translate into enforcement practice. The findings indicate that while India’s AML regime has become
increasingly aligned with global standards, gaps persist in enforcement consistency, due process safeguards, and
cross-border cooperation. The study contributes to the literature by bridging legal doctrine, enforcement realities,
and case-based evidence, offering targeted policy recommendations to strengthen India’s AML architecture.

Keywords: Money Laundering in India, Prevention of Money Laundering Act (PMLA), Enforcement Directorate
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I. Introduction

Money laundering is a globally threatening criminal activity known to be related to financial
intermediaries and cross-border crime [1]. With the growth of international commerce, the ineffectiveness of
traditional regulatory systems to tackle growing illicit financial flows have been pointed out by practitioners and
scholars alike [2]. In India, the issue has become promptly problematic in the wake of economic liberalisation and
globalisation, which have not only increased the scope of money laundering but have also made it harder to detect.

India has historically dealt with laundering in the shape of tax evasion, black money, and informal value
transfer systems. Initial studies pointed out that the creativity of laundering networks appeared to increase faster
than enforcement efforts, contributing to a chronic enforcement gap[3]. More recent studies have discussed and
analysed the country’s anti-money laundering (AML) regime together with global systems, showing how domestic
laws have evolved to meet international standards while battling the challenges of the Indian political and
economic context [4]. This also highlights the struggle to comply with international standards while catering to
local needs.

Alongside this information, scholars note that India has drafted wide-reaching laws, including the
Prevention of Money Laundering Act (PMLA) of 2002, enforcement and application remains blurry, and
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interpretation is still ongoing. Researchers give attention to AML law not only in its statutory form but also to its
application through case laws and regulatory practices [5]. Hence, this article aims to give a critical analysis of
the doctrine, enforcement, and judicial issues surrounding money laundering in India, particularly examining the
landmark cases that highlight the functionality of the system.

1.1 Research Background and Problem Statement

. Money laundering is recognized globally as a serious economic and legal challenge, undermining
financial integrity, transparency, and governance.

. In India, the problem is compounded by a large informal economy, widespread corruption, and the
persistence of systems such as hawala.

. The introduction of the Prevention of Money Laundering Act (PMLA), 2002 marked a major step toward
aligning India’s AML regime with international standards.

. Despite a comprehensive legal framework, enforcement has faced challenges due to institutional
limitations, procedural delays, and evolving laundering techniques.

. Judicial interpretation of AML provisions has generated debates on the balance between state security
and protection of individual rights.

. High-profile cases in India expose the gap between law in theory and law in practice, highlighting
enforcement inconsistencies and political sensitivities.

. The central research problem therefore lies in examining whether India’s doctrinal framework and

enforcement mechanisms are adequate to effectively combat money laundering in practice.

1.2 Objectives and Hypotheses

Objectives

. To analyze the legal framework governing money laundering in India with special emphasis on the
Prevention of Money Laundering Act (PMLA), 2002 and subsequent amendments.

. To examine the role of enforcement agencies such as the Enforcement Directorate (ED) and the Financial
Intelligence Unit (FIU-IND) in implementing anti-money laundering measures.

. To study judicial perspectives on money laundering, focusing on key judgments and interpretation of
statutory provisions.

. To review high-profile money laundering cases in India to assess how laws are applied in practice.

. To identify gaps and challenges in India’s AML regime and propose suitable policy recommendations.
Hypotheses

. India has developed a comprehensive anti-money laundering legislative framework, but its
implementation is constrained by institutional and procedural limitations.

. Judicial interpretation of key terms and provisions under the PMLA significantly influences the
enforcement and scope of AML law in India.

. High-profile money laundering cases reveal inconsistencies between legislative intent and enforcement
practice.

II.  Literature Review
2.1 Global Scholarship on Money Laundering

Looking at the scholarship on money laundering globally, it sheds light on the various methods through
which illegally obtained money is circulated and mixed with legal funds. The informal systems’ sustained
existence has long been the focal point of discussion among scholars, with hawala being the key system used to
launder the proceeds of crime and even fund terrorism through transnational migrant remittances (Kholmatova,
2024) [6]. Transaction systems based on trust have minimal documentation and this allows for cross-border
transactions to take place that are almost undetectable to regulators. Going beyond hawala, comparative studies
of Southeast Asia demonstrate how control mechanisms that focus on formal finance have significant gaps in
informal remittance systems. For example, in Indonesia, informal financial practices lack proper regulation,
creating systemic weaknesses that enable laundering networks to prosper (Makmur, 2024) [7]. These studies
demonstrate that anti-money laundering policies must deal with, on one hand, the informal practices that are a
part of daily life, and on the other hand, the formal channels of finance.

Simultaneously, laundering methodologies and combating methods have equally evolved as a result of
technological progression. The heightened sophistication of laundering systems has shifted focus onto artificial
intelligence and machine learning for their abilities to detect obscure patterns in voluminous data, with
constructive new grounds in predictive and pre-emptive surveillance monitoring (Gandhi et al., 2024) [8]. Aside
from technology-inclined detection, theoretical studies have tried to assess the risks of laundering in various fields,
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such as the energy field, which is studied through notable scandal cases that provide critical insights on enhancing
compliance policies (Faccia, 2023) [9]. Laundering cybercrime proceeds through digital layering schemes that
evade traditional detection frameworks marks another aspect of the discussion (Nizovtsev et al., 2022) [10]. In a
broader comparison, money laundering is reportedly linked with illicit financial flows, corruption, and a weak
governance structure within several other regions, along with the socio-legal issues in addressing cross-border
laundering (Chauhan, 2021) [11]. Taken together, this study marks money laundering as an extensively global
issue, influenced by technological progress, innovation, and asymmetric regulation, needing an international
response on several levels.

2.2 Indian Context in Existing Literature

Works on money laundering in the Indian context tend to focus on the challenges posed both by the
theory and the enforcement of money laundering laws. The earlier works shed light on issues raised by the
procedural structure and institutional framework of AML laws, and how the inefficiency of the laws is further
deepened by the inadequate focus of the Enforcement Directorate (ED) in overseeing AML laws (Kumar, 2024)
[12]. The works that evaluate India’s AML framework as a whole tend to centre on the Prevention of Money
Laundering Act (PMLA), 2002, as the primary legal provision that India has, but critique it for the inability to
effectively deal with large-scale laundering operations (Potagevan and Ranka, 2024) [13]. Simultaneously, the
works analysing the legislative developments depict that while the issues relating to interpretation and
enforcement continue to persist, the issues relating to amendments being in attempt to bring the AML regime in
line with global regulations continue to be futile (Choudhary and Mishra, 2024) [14].

The dynamics of Indian AML have been explored in greater detail with the help of case-based research
studies. An examination from a criminology perspective of the Nirav Modi scandal highlights how banking
supervision’s system-wide deficiencies enabled one of the largest laundering scandals in India’s history (Nayar,
2024) [15]. The responsibility of corporate officers in laundering matters has also been reviewed, and it has been
remarked by other authors that criminal liability in many instances includes company executives who, with
knowledge or negligence, allow laundering to proceed (Kumar, 2024) [16]. Collectively, these studies underscore
the fact that both individual and corporate actors considerably contribute to the scourge of laundering in India,
thereby posing significant questions relating to accountability under the PMLA regime.

Beyond the instances brought forth through case studies, various scholars have researched the efficacy
of the PMLA in preventing the erosion of financial integrity. Such research highlights that despite the existing
PMLA being aimed to uphold financial clarity, it faces challenges in implementation due to procedural
inefficiencies and inter-agency coordination gaps (Dudiya, 2023) [17]. While on the contrary, such analyses
indicate that India’s AML framework pursues a “glocal” approach which attempts to satisfy international mandates
while grappling with local issues (Dasari, 2023) [18]. Taking a different approach, other commentators look at
various aspects in combination and maintain that the money laundering phenomenon prevalent in India should
not be analysed on its own but rather in the political, economic, and social frameworks that encourage illicit money
movements (Jain, 2023) [19].

To start with, the involvement of financial institutions, regulatory and investigation agencies in fortifying
the AML framework has been the focus of recent studies. Research. Research on financial institutions highlights
internal compliance systems and their role in preventing money laundering, with special reference to investment
banks operating in India (Vasudeva Murthy, 2022) [20]. Comparative studies also shed light on the shortcomings
of the Indian enforcement agencies when benchmarked against the agencies like the FBI, bringing institutional
effectiveness into question (Yadav, 2021) [21]. Striking encyclopedic examinations of PMLA conducted analyses
of the cases it handled and its inquiries bring to light the issues faced in its full enforcement, particularly with
judicial interpretation and procedure (Sharma, 2021) [22]; (Upadhyay, 2021) [23]. The same fragment as before
comes Chojar and Batra with their multidimensional criticism but fragmented evaluation of India’s AML regime,
which was directed toward the coherence and integration (Chojar and Batra, 2020) [24]. Taken together, these
studies demonstrate that, although India has made legislative progress, the framework outlined continues to face
effectiveness issues due to enforcement irregularities, weak institutions, and ongoing judicial controversies.

2.3 Identified Research Gaps

. Lack of integrated analysis of traditional (hawala, trade-based) and modern (cyber, Al-driven) laundering
mechanisms.

. Indian scholarship focuses on doctrinal interpretation of PMLA but less on judicial-enforcement
interplay.

. Limited comparative studies connecting India’s AML practices with global standards and enforcement
models.

. Weak linkage between theoretical frameworks and practical enforcement outcomes in reducing

laundering activities.
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III.  Money Laundering in the Indian Context

3.1 Domestic Sources of Illicit Profits

In the Indian context, illicit funds form the basis of its domestic economy princpally through informal
business activities, corporate misreporting, corruption and tax evasion. The terms political and corporate money -
laundering in India today mean unaccounted funds being routed through shell corporations, property deals and
contrived business deals [25]. The drivers of laundering mechanisms in India are shaped by systemic weaknesses
such as poor regulatory oversight, gaps in financial reporting standards, and entrenched networks of corruption
[26]. Bibliometric analyses confirm that money laundering in India has been sustained over decades, with
recurring patterns of fraud across banking, stock markets, and corporate structures [27]. All of these, taken
together, suggest that money laundering within the country depends on the link between illicitly obtaining profits
and the availability of legitimate businesses to channel the funds through.

3.2 India in Cross-Border Laundering Networks

With its extensive diaspora, cross-border trade, and monitoring dysuncrion within financial systems,
India is an important player in international laundering syndicates. India acts as a point of origin and a passageway
for illegitimate money, as it is systematically transferred out of the country via trade misinvoicing, offshore
banking, and foreign portfolio investments [28]. These methods threaten to erode the country’s tax base and
undermine India’s global standing on financial regulation. The countries that participate in the international
laundering networks benefit from rampant capital movement; in the case of India, these funds usually laundered
through tax havens reenter the market [26]. The participation in international money laundering further
complicates the situation for India as it has to deal with the generation of unlawful funds within its borders and its
movement on the international stage.

3.3 Hawala and Informal Systems

India’s anti-money laundering efforts are impeded by the continued use of informal financial networks
such as hawala. Compared to formal banking systems, it is culturally accepted, more trust based, and more cost
effective. Its use extends beyond remittances, serving as a key channel for laundering criminal proceeds, terrorist
funding, and for the evasion of foreign exchange regulations [28]. Informal money transfer and trade-based
laundering systems also pose greater macroeconomic risks, including negative effects on the balance of payments
of open economies [29]. As with the rest of India, there has been little research into the scale and flexibility of
hawala transactions in India, even though its undoubted importance has long been flagged in relation to both
domestic and cross-border money laundering.

IV.  Legislative Framework in India

4.1 Prevention of Money Laundering Act, 2002

The Prevention of Money Laundering Act (PMLA), 2002 is the essential legislation in India’s anti-
money laundering framework. It defines money laundering as a criminal offence and structures the attachment
and confiscation of property that is a tainted asset and a way of prosecuting offenders. While general penal laws
do not do so, the PMLA concerns itself with the “proceeds of crime” and brings the country’s anti-money
laundering efforts in line with international standards such as those of the Financial Action Task Force (FATF).
Notwithstanding, criticisms continue to exist about its broad definitions and potential misuse in enforcement
practices, especially in cases of a disproportionate shift in the burden of proof to the accused [30].

4.2 Amendments of 2008 and Later Developments

The Prevention of Money Laundering Act (PMLA) and its Rules have been amended on a number of
occasions in an attempt to deal with regulatory gaps and respond to newer international commitments. The
amendment of 2008 was a landmark amendment as it included a wider range of predicate offences and allowed
for provisional attachment of property even before the conclusion of the trial. In the later amendments, the powers
of the authorities were further strengthened, the reporting obligations of the financial institutions were enhanced,
and the compliance requirements became more stringent. Such continuous reforms are in line with the rest of the
world, as their regulations are constantly updated in response to newer threats such as cyber enabled laundering
and cross border transfers [31]. These amendments notwithstanding, issues persist in achieving a balance between
effective enforcement and the protection of individual liberties, particularly in relation to bail provisions and the
interpretation of “proceeds of crime.”

4.3 Institutional Role: Enforcement Directorate (ED), FIU-IND

The AML framework of India is based on institutional enforcement. The primary investigative body in
India is the Enforcement Directorate (ED), which is given the powers to attach properties, conduct searches,
and prosecute offenders under the PMLA. At the same time, the Financial Intelligence Unit—India (FIU-IND)
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acts as the primary agency for receiving, processing, and analyzing suspicious transaction reports from banks and
other financial intermediaries. Both these institutions together form the core of India’s enforcement mechanism.
Nevertheless, research points to ongoing issues such as the overextension of ED’s discretionary powers, minimal
collaboration with other agencies, and the lack of sufficient transparency in FIU-IND’s operations [30].

V.  Judicial Perspectives and Doctrinal Analysis
5.1 Key Supreme Court Judgments (e.g., Vijay Madanlal Choudhary v. Union of India, 2022)

The courts in India have been instrumental in defining enforcement and compliance standards for anti-
money laundering laws. In Vijay Madanlal Choudhary v. Union of India (2022), the Supreme Court upheld the
constitutional validity of various provisions of the PMLA, including those relating to stringent bail conditions and
the Enforcement Directorate’s powers. The Court noted money laundering poses a danger to national security and
economic stability and strong legislative measures are justified. Yet, these decisions have also been criticized for
unduly expanding state powers against individual liberties and raising questions on proportionality and due
process [32].

5.2 Interpretation of “Proceeds of Crime”

The phrase “proceeds of crime” under the PMLA has a consistent judicial challenge. Broadly, courts
have encompassed direct and indirect gains derived from scheduled crimes. This expansive interpretation enables
authorities to seize a wider scope of assets, including those only indirectly linked to crimes. Critics have
maintained that this approach risks undermining property rights and leads to arbitrary confiscations. Such
interpretations and outcomes are more prevalent in India. Unlike India, other jurisdictions apply stricter
evidentiary thresholds [33].

5.3 Balancing Fundamental Rights and AML Enforcement

A central concern in judicial discourse is the balance between fundamental rights and effective AML
enforcement. The PMLA framework bestows enforcement agencies with remarkable powers, such as the ability
to overturn the presumption of innocence in specific instances and deny bail. The judiciary has, on numerous
occasions, defended such provisions as indispensable for the prevention of "complex financial crimes". However,
the matter of concern remains the strict adherence to individual rights as shed under the articles 14 and 21 of the
Indian constitution and the combat of national laundering terrorism under law [32]. Further jurisprudence reflects
the deliberate positioning by the courts to navigate between the conflicting needs of freedom and safety, a balance
that is witnessed in other jurisdictions as well [33].

VI. 6. High-Profile Indian Case Studies

6.1 2G Spectrum Allocation Scam

The 2G spectrum allocation scam exposed both political corruption and money laundering in India. The
funds from the improper issuance of the telecom licenses were said to have been concealed with the help of
multiple corporate shells and international transactions, bringing to light the intricate mechanisms used to hide
illegal money. The case also put the provisions of the PMLA and the authority of the Enforcement Directorate in
dealing with prominent politicians and businesspersons to test. Despite the courts reviewing the stringent proof
standards used by investigative agencies, the incident brought to light the structural weaknesses in enforcement
and the challenges of establishing money laundering beyond doubt in courts.

6.2 Satyam Corporate Fraud

The fallout of the Satyam scandal (2009) demonstrated an unmissable nexus between corporate fraud
and laundering. Revenues were artificially inflated and accounts falsified to create a treasure trove of illegal wealth
that was then laundered through overseas subsidiaries, benami investments, and real estate. The case demonstrated
how difficult it is to apply the PMLA to white collar crimes that stem from corporate governance lapses. The way
in which the judiciary dealt with asset freezes and the attachment of properties demonstrated the balancing act
between investor protection and AML compliance. This case expanded the understanding of “proceeds of crime”in
the corporate world, highlighting the need for stronger compliance and oversight.

6.3 Telgi Fake Stamp Paper Scam

The Telgi affair revealed a large-scale forgery of stamp papers across states, with huge illegal profits
made and then laundered through hawala networks and front companies. Despite its regulatory challenges, the
case revealed the ongoing strength of old laundering systems like hawala. From a legal perspective, the issue
brought attention to the role of the primary offence—in this case, counterfeiting—under the PMLA, illustrating
how underlying offences widen AML responsibilities stemming from financial fraud. In addition, the case showed
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challenges in enforcement, especially in asset tracing, multi-jurisdictional prosecution, and dealing with sprawling
criminal networks.

6.4 Nirav Modi-PNB Scam

Among the bank-related scandals in India, the Nirav Modi case in 2018 stands out. Billions of rupees
were siphoned off using fraudulent Letters of Undertaking (LoUs) issued by Punjab National Bank. The proceeds
of the scam were laundered through shell companies and foreign subsidiaries and were used to buy luxury assets.
The case brought to light the gaps in banking oversight and the challenges in enforcing accountability in financial
crimes that cross borders. From a legal standpoint, this case tested how relevant the PMLA provisions are to
complex international fraud and sparked discussions on issues of corporate liability and extradition [15].

6.5 Vijay Mallya—Kingfisher Case

The revelation after Vijay Mallya defaulted on sizeable loans taken from Kingfisher Airlines exposed a
troubling case of financial mismanagement, borrowed funds, and potential laundering under PMLA. Efforts to
recover the funds grew even more complicated with assets fund diversion to luxury purchases and overseas
accounts. The funds expose the enforcement difficulties of cross-border money laundering, particularly the
difficulties in attachment of assets based in other countries and securing extradition. It also illustrates the need for
a streamlined cooperation between countries and a harmonized AML framework in dealing with economic
offenders at large [26].

VII. Findings and Hypotheses Validation

7.1 Effectiveness of Indian AML Laws

The analysis shows that India's AML framework, which is largely designed around the Prevention of
Money Laundering Act (PMLA) of 2002, marks an important step forward in the country's ability to criminalize
and tackle money laundering and in the legal prosecution of offenders. The judicial acceptance of money
laundering as a serious economic crime supports the idea that strong legislation was a need in the face of systemic
corruption and illicit financial flows. The active involvement of the Enforcement Directorate and FIU-IND in
asset tracing and attachment has, in practice, demonstrated the law’s ability to deter such crimes. Nonetheless,
doctrinal scrutiny reveals that although the statutory framework is solid, its success is largely dependent on
uniform judicial application along with procedural safeguards that balance enforcement effectiveness with
constitutional due process [30][32].

7.2 Gaps in Enforcement and Cooperation

Enforcement still has a number of ongoing problems, despite the laws in place. One continuous and
persistent problem is the excessive centralization of power within the Enforcement Directorate, which in turn
causes allegations of political misuse and selective targeting to arise. Another issue is the lack of cooperation
between various agencies, both within the country and with foreign entities, which hampers the effort to monitor
cross-border laundering networks.

The ongoing use of informal networks like hawala clearly illustrates neglected areas in regulation, which
lends support to the idea that weak institutions prevent the effective application of AML policies [28][29]. In
addition to this, low conviction rates under the PMLA are even more stark in comparison to the number of
investigations launched, which makes one ask questions about prosecutorial effectiveness. Lack of adequate
training, the use of outdated technologies in surveillance, as well as slow judicial processes, further diminish the
effectiveness of AML enforcement.

VIII.  Policy Recommendations

8.1 Strengthening AML Legislative Framework

The strong foundation constructed by the PMLA has set the stage for a structured approach, yet it requires
more nuanced work. The document would benefit greatly from additional clarity of key terms such as “proceeds
of crime”. Enhanced protective mechanisms to shield against the abuse of investigative powers are imperative.
Further refinements must be in tune with the global AML standards, as that would enhance credibility and
efficiency. The ED’s functions demand independent scrutiny, the legislature must revisit the laws at periodic
intervals, and the PMLA courts must be specialized and fast-tracked to ensure uniformity in enforcement. These
measures, coupled with the establishment of specialized fast-track PMLA courts, can help strengthen enforcement
consistency [30][31].

8.2 Enhancing ICT-Based Monitoring
Al, big data analytics, and blockchain forensics are some technologies which, if adopted, can change the
approach to AML enforcement. Stronger regulations are necessary for financial institutions to implement
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enhanced detection systems for monitoring suspicious transactions [8]. India’s ability to track unlawful
transactions outside its borders can be enhanced with the help of advanced ICT-powered information-sharing
systems. It is equally important that appropriate funding be provided for training enforcement officials on the
latest technologies.
8.3 Role of Public Awareness and Media

Maintaining AML efforts calls for the active participation of the public. Awareness campaigns have the
ability to turn people's attention away from informal methods such as hawala and motivate them to report activities
that seem suspicious. Scandals not only provide the media an opportunity to fill the void in informational coverage
but also hold institutions to account, lessening the social acceptability of laundering practices. The protective
measures for whistleblowers and participation of civil society organizations can additionally strengthen the
preventive measures [29].

IX.  Conclusion

The study reveals India’s AML legislation and framework as a regulatory tool as well as an area of
convergence for constitutional freedoms, enforcement powers and economic integrity. It illustrates how law-in-
practice addresses AML by analyzing enacted statutes, judicial comments, and AML case studies with prominent
personalities. The study offers greater insights and references to Indian AML literature by analyzing the unique
complexities of the AML ecosystem within the constitutional framework of India.

In the case of complex and large economies, India stands as an example both, for the positive aspects as
well as deficiencies of AML enforcement. Developed countries especially the developing ones, need to take note
of the proactive approach of enforcement agencies, judicial interventions and the strong legal framework of India.
However, the ongoing issues with enforcement, such as low conviction rates, narrow global coordination, and
excessive centralisation of authority in the ED, draw attention to the reforms that are required on a system-wide
basis.

India's unique approach to doctrinal matters serves as a lesson to all of us in how to properly enforce AML
while respecting civil liberties. This gives credence to international collaboration, unified systems of regulation,
and automated, modern technology to drive the surveillance for the sake of global finance in the future.
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