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Abstract

Purpose: The growth and rapid advancement of financial technology (FinTech) in developing
countries have enhanced financial inclusion in a significant manner and, simultaneously, made it
easier to perpetrate money laundering and financial crime. The article studies the co-existence of
anti-money laundering (AML) regulation policies and company governance practices in some
emerging markets, and the paper addresses the problem of fragmentation in the regulations and
ineffective governance structures. Its purpose is to compare the AML frameworks and evaluate
governance mechanisms and their influence on compliance results of FinTech firms.

Method: The study applies a comparative cross-country approach in analyzing secondary data
on regulatory reports, firm disclosures, as well as governance indicators.
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Contribution: The paper contributes to the literature by making a correlation between AML
performance and the strength of corporate governance and highlights the importance of the
institutional context. The policy recommendations include that there is need to harmonize the
regulations and more governance frameworks, risk-based supervision and regulatory
technologies to enhance AML compliance and not restrict innovation.
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FinTechs are utilized in digital infrastructures, with some
1. INTRODUCTION

being faster than the regulatory processing capacity, which
1.1 Background of the Study provides regulatory arbitrage opportunities and systemic risk
to illicit financial flows (Arner et al., 2017; Zetzsche et al.,
2017). The nature of FinTech such as speed, anonymity,
cross-border functionality, and dependence on digital
identities have increased the complexity of the monitoring and
mitigation of money laundering risks in comparison with
conventional financial institutions.

The recent fast-growing financial technology (FinTech) has
radically changed the structure of the financial systems,
especially in the emerging markets where digital technologies
have expedited financial inclusion and minimized the barriers
to traditional banking. Nevertheless, it has also been
accompanied by the emergence of new wvulnerabilities in
financial ecosystems, especially in terms of anti-money
laundering (AML) compliance and financial crime risk.

The emerging markets offer an especially attractive setting in
which to consider such forces because of their two-fold nature
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of fast FinTech uptake and comparatively underdeveloped
regulatory frameworks. FinTech has become one of the major
sources of financial inclusion in most of these economies, as it
allows the delivery of financial services to hitherto unbanked
population groups (Philippon, 2020; Aysan and Disli, 2021).
But this expansive growth has not been accompanied by
commensurate improvements in regulatory supervision,
institutional ~ capability and enforcement apparatus.
Consequently, regulatory  frameworks tend to be
decentralized, ad hoc and inconsistent across jurisdictions,
undermining the efficacy of AML regimes (Frost et al., 2020;
Dell’Erba, 2021). This situation is compounded by the
growing presence of BigTech companies in the financial
industry since these companies are scale-based and have
extensive data resources capable of both supporting and
compromising AML compliance, depending on the
governance frameworks (Frost et al., 2020).

Corporate governance at the firm level becomes an important
factor of AML compliance success. Governance mechanisms
are very important in making sure that regulatory
requirements are not only adopted but implemented
successfully. There has always been a correlation between
weak governance structures and the exposure of such
structures to fraud, regulatory violations, and financial
misconducts (Coffee, 2005; Claessens and Yurtoglu, 2013).
The rapid scaling, the complexity of technology, and a high
focus on innovation rather than compliance usually contribute
to the worsening of the issue of governance in relation to
FinTech firms. According to Arner et al. (2019), the
regulative aspects of FinTech organizations often do not
match their technological potential, providing gaps that may
be used to engage in illegal financial transactions.

Moreover, the development of regulatory technology
(RegTech) has brought new AML compliance tools, such as
artificial intelligence, blockchain analytics and automated
transaction monitoring systems (Demetis, 2018; Kshetri,
2021). Although these innovative tools have a considerable
potential to enhance AML frameworks, their implementation
in the emerging markets is still an uneven process with cost
restrictions, regulatory ambiguity, and technical skills. This
forms a paradox where the same technological gains and
innovations that enable financial accessibility and efficiencies
also add to the emerging risks of financial crime. That is why
more and more integrated approach is required, which
incorporates regulatory frameworks, corporate governance
practices and technological capabilities into the AML game.

Although the role of FinTech and regulatory analysis as a
topic is gaining more and more scholarly focus, it is evident
that comparative research that directly analyzes how AML
frameworks and corporate governance intersect in various
emerging market settings is still lacking. The existing
literature has largely focused on the developed economies or
dealt with AML regulation and corporate governance as two
separate areas of interest (Brummer and Yadav, 2019;
Avgouleas, 2015). This disaggregation limits the ability to
understand how institutional differences affect the
performance of AML and how compliance outcomes of

FinTech firms are mediated by governance structure. The
need to address this gap to develop context-relevant policy
interventions to enhance financial integrity and not diminish
innovation is indeed acute.

1.2 Problem Statement

The rapid pace of FinTech innovation in the emerging
markets has revealed the fundamental flaws of the current
AML regulatory frameworks and corporate governance
practices, making them more susceptible to financial crime.
Although regulators have come up with numerous initiatives
to comply with international AML recommendations,
including those as proposed by international organizations,
enforcement continues to be inadequate and in most cases not
enough to tackle the risks that are unique to digital financial
platforms (Sadiq and Indraratna, 2017). This inconsistency is
further aggravated by the variation in institutional capacity,
legal systems and technological preparedness among the
countries, which results in an uneven degree of compliance
and effectiveness of regulation.

On the organizational level, the governance structure of many
FinTech companies is not well developed to deal with AML
risks. The growth and innovation focus usually sacrifice the
strong compliance systems leaving behind the poor internal
control systems and poor risk management practices. This
leads to a situation where the activity of unlawful financial
operations, such as cyber fraud and money laundering, may
flourish (Button and Cross, 2017; Kshetri, 2016). The rise of
decentralized financial systems has further complicated the
regulation of them as they do not fall within the institutional
framework and confront the status quo regulatory paradigm
(Zetzsche et al., 2020).

A significant knowledge gap in the literature is the
unavailability of a detailed, comparative perspective of the
interaction of AML systems and corporate governance in
emerging economies, as is also the policy-making process.
Without such knowledge, regulatory interventions would lean
towards either being restrictive as well as being weak
therefore they would not alleviate risks of financial crime. A
comparative study on Fintech AML regulations and corporate
governance practices in the chosen emerging markets offered
in this paper aims at identifying the fundamental areas of
weaknesses, best practices, and policy considerations.

1.3 Importance of the Research

The meanings of this study will contribute to the current
development on the intersections of FinTech, AML
regulation, and corporate governance in that a comparative
and multi-country perspective is under-studied. It includes
important lessons to regulators, who must create a more
robust AML framework, and to FinTech companies that seek
to enhance the system of governance and compliance. Also,
the research has a policy implication to the developing
economies where financial innovation and financial integrity
is a burning issue.

1.4 Scope and Limitations
The current paper will be focused on selected developing
markets, and the FinTech firms operating in the frames of
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digital payments, online lending, and mobile financial
services will be prioritized. Standardized data across-country
use may be limited by the primary sources of secondary data
(regulatory reports and firm-level disclosures), which are the
major backbone of the analysis.

2. LITERATURE REVIEW

2.1 Financial Systems Anti-Money Laundering

The history of the evolution of the anti-money laundering
(AML) systems can be regarded as a pointer to a paradigm
shift of the reactive, compliance-oriented mechanisms
towards the risk-related and more technologically interrelated
mechanisms in the fight against the increased sophistication of
financial crime. The past AML models were usually biased
with regard to traditional banking institutions, and monitoring
of transactions, customer due diligence (CDD) and suspicious
activities reporting. Nevertheless, the financial system
globalization and the advent of digital financial services has
forced the need to transform them into more active and
dynamic structures able to combat across-border illegal
financial flows and intricate laundering methodologies (Baker
and Faulkner, 2020). This has changed as the knowledge was
gained that money laundering is not merely a financial issue
but a systemic potential instability to economic stability,
governance and institutional integrity.

The world architecture of AML has its basis in the
suggestions of the Financial Action Task Force (FATF) which
have developed a series of prescriptive standards that guide
national regulatory regimes. These recommendations are
based on the risk-based approach wherein it is required that
the financial institutions identify, assess and respond to the
money laundering risks based on their exposure. Despite the
critical role of the FATF standards in standardizing AML
regulations in the global arena, the adoption has not been
uniform, and institutional capacity and enforcement system
are typically weak in the emerging markets (Sadiq &
Indraratna, 2017). In addition, the flexibility of these
standards to swiftly changing financial technologies has also
been questioned, with the conventional AML processes
frequently not well-adapted to the velocity, volume and
anonymity of digital financial dealings.

The threat of regulatory arbitrage will be always present, and
the difference in the application of AML throughout the
jurisdiction will provide an opportunity to criminals to act in
the more permissive jurisdiction (Cooley and Sharman, 2017).
This emphasizes the importance of mapping national systems
to global standards as well as ensuring a good implementation
and cross-border cooperation. Moreover, technological
solutions, artificial intelligence and blockchain analytics, have
also been proposed as one of the means that can be used to
make AML more efficient, but the expense, regulatory
uncertainty, and technical complexity prevent them (Demetis,
2018; Kshetri, 2021). In this respect, AML frameworks
effectiveness, despite their strong development up to the
moment, has always been a matter of interaction between the
regulatory design, institutional capacity, and the technological
adaptation.

2.2 FinTech and Financial Crime Risks

FinTech has brought about radical possibilities and serious
threats to financial systems, especially with regard to financial
crime. The main characteristics of the digital financial
platform are speed, scalability, and accessibility, which, on
the one hand, make them more efficient and, on the other,
more susceptible to money laundering and fraud as well as
cybercrime. This unidentified nature of certain FinTech
featured in crypto-currencies and decentralized finance (DeFi)
can be a major problem in AML implementation because it
might be hard to identify and locate a user (Zetzsche et al.,
2020). This anonymity and the cross-border nature of online
transactions give the illicit players the opportunity to move
funds fast across borders and, therefore, evade traditional
monitoring measures.

According to the literature, a variety of new typologies of
fraud related to FinTech is emerging and includes identity
theft, account manipulations, phishing scams, and synthetic
identity fraud (Button and Cross, 2017; Kshetri, 2016). These
kinds of internet-related financial crimes are more difficult to
uncover and prevent as they are founded on advanced
technologies and their abilities to take advantage of the
shortcomings in internet systems. Moreover, these dangers
have been amplified with the introduction of the financial
services industry by BigTech firms, which in its size, can
amplify both the positive and negative effects of digital
finance (Frost et al., 2020). On the one hand, the BigTech
platforms have sophisticated data analytics features that can
be used to increase fraud detection, but, on the other hand,
their dominance also poses a risk of market concentration,
data privacy, and regulation.

Innovation of FinTech has also led to delivery of new
financial services and products that erode the existing
regulation frameworks. Peer-to-peer lending and digital
wallets, as one instance, often are not covered by the
traditional banking regulations and this leads to the gaps in
AML coverage (Gomber et al., 2017; Lee and Shin, 2018).
This regulatory slack is extensively traced in the literature,
and experts state that regulatory frameworks have been unable
to keep up with technological advancement (Arner et al.,
2017; Brummer and Yadav, 2019). This has led to an
increasing need of dynamic regulatory solutions that can
effectively address both the unique risks posed by FinTech
and enhance innovation and financial inclusion.

2.3 Corporate Governance in Financial Institutions
Corporate governance is a crucial factor to establish the
effectiveness of AML compliance within financial
institutions, and to which FinTech firms belong. Board
structures (governance, supervision, risk management and
internal controls) are crucial in implementing the regulatory
requirements effectively, as well as ensuring that they operate
the financial institutions with integrity and accountability. The
importance of an independent board, experience, and an active
board is mentioned in the literature numerous times as a
means of mitigating the risks of financial misconduct and
non-compliance with the regulations (World Bank, 2019). A
good governance framework can also assist organizations to
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identify potential risks, implement an appropriate control, and
respond to upcoming threats. Nonetheless, failing governance
has been recurrently associated with cases of monetary crime,
such as money laundering and fraud. It lacks accountability
and the poor internal controls, as well as the inefficient risk
management systems, offer an environment, where illicit
activities can flourish. The high-growth rate, absence of
regulatory experience, and less-compliance, pro-innovation
culture among the FinTech firms compound these issues
(Arner et al., 2019). This introduces a dilemma between the
agility aspect and the sturdiness of the governance
frameworks, particularly in the emerging markets, in which
the regulatory controls need not be as stringent.

The regulation of financial innovation has become an area of
growing academic interest, with the literature indicating that
regulation mechanisms are necessary that can adequately
regulate new financial technologies without hindering
innovation (Avgouleas, 2015). This involves a fine balance
between advancing innovation and financial stability which
can be attained by combining governance and regulation
mechanisms. Besides, the implementation of technological
solutions, including RegTech, has been discovered as one of
the ways to improve governance and compliance by
automating the processes and increasing the transparency
(Demetis, 2018). However, these solutions are affected by
more encompassing governance setting and the dedication of
firms to adherence and ethical business practices.

2.4 AML Compliance in Emerging Markets

The compliance of AML in emerging markets is marked by
high challenges in terms of regulatory capacity, institutional
development and enforcement capacity. Although most of the
emerging economies have adopted the AML frameworks in
accordance to international standards, they are weak in their
capacity to implement and enforce the frameworks. The
ineffectiveness of AML regimes is caused by factors like
resource limitations, inadequate technical knowhow, and
ineffective institutional arrangements that lead to loopholes
that can be used by criminal actors (Sadig & Indraratna,
2017). Such issues are also complicated by the fact that
FinTech has been growing at a very fast pace and it brings
about new risks, which are not necessarily covered by the
current regulatory frameworks.

The problem of regulatory fragmentation, in which various
regulatory authorities have overlapping or vague mandates,
which results in inconsistencies in enforcement and
supervision, is also mentioned in the literature (Dell’Erba,
2021). This fragmentation decreases the effectiveness of AML
frameworks on a whole and provides a chance of regulatory
arbitrage. Moreover, due to the informality of most financial
systems in developing countries and the large rates of
financial exclusion, it becomes difficult to implement a
comprehensive AML (Aysan and Disli, 2021). In these
situations, it is the tension between financial inclusion
promotion and financial integrity that may prove to be a
challenge.

The problem of enforcement is a pressing issue, because the
efficiency of AML systems is not only related to the presence
of rules, but to their execution as well. The deterrent effect of
AML regulations is weakening by inadequate enforcement
mechanisms, insufficient penalties, and the absence of
coordination among the regulatory agencies (Buttigieg and
Farrugia, 2021). In addition, enforcement can be further
undermined by corruption and political interference, which
undermines the credibility of regulatory bodies. Consequently,
AML compliance in emerging markets needs to be improved
through a comprehensive strategy that covers both the design
of the regulations and institutional capacity.

2.5 Comparative Regulatory Studies

The comparative regulatory research can provide effective
information about the differences in the AML frameworks and
their efficiency in different countries. These sources refer to
the importance of institutional context on regulatory
performance in which the type of legal system, governance
systems, and economic development are relevant towards the
architecture and implementation of AML systems. According
to the literature, the more developed financial systems and
strong institutions countries are, the more successful AML
regimes, and the less developed countries have more
challenges related to enforcement and compliance (Cooley
and Sharman, 2017). These differences may be explained with
the help of the institutional theory as its core idea is on the
impact of both formal and informal institutions on the
organizational and result of regulations behavior on the
organization. The idea behind this is that firms have a
presence, or operate in an institutional environment that
influences their compliance with rules and that the stronger
institutional pressure, the higher the likelihood of compliance
to rules (Brummer and Yadav, 2019). When this is applied to
the FinTech setting, it implies that the effectiveness of AML
systems is not solely determined by the regulatory framework
but also the institutional, in general, environment in which
companies must operate. Comparative studies further
determine the importance of regulatory harmonization and
coordination in the process of addressing the cross-border
financial crime. Given the fact that money laundering is an
international problem, national regulations differ and can
create loopholes that can be exploited by the criminals. This
demonstrates that cooperation between nations and
internationalization of AML practices are needed. However,
harmonization of such kind is not a simple thing, more so
when it comes to less developed markets, where the emphasis
on regulation and the possibility to regulate the latter can
significantly differ.

2.6 Research Gap
Regardless of an abundance of literature related to AML,
FinTech, and corporate governance, there is a research gap
that brings the domains together in the frames of a
comparative and multi-country study. Most of the existing
literature is sensitive to the individual components of the
problem, e.g., AML regulations or FinTech innovation,
without focusing on how regulation frameworks and corporate
governance frameworks are related. Furthermore, comparative
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research studies that can be used to justify the findings on the
impact of these factors on the compliance of AML in the
emerging markets do not exist and are not empirical. To
contribute valuable contribution to both the academic field
and policy making, this study seeks to address this gap by
making an in-depth analysis of AML regulation, corporate
governance, and FinTech in the comparative context.

3. THEORETICAL FRAMEWORK

3.1 Regulatory Compliance Theory

The regulatory compliance theory serves as a starting point to
comprehend the ways and reasons that firms are complying
with anti-money laundering (AML) regulations, especially in
a challenging and highly dynamic financial landscape like
FinTech. The basic theory is based on the idea that
organizational compliance is motivated by a framework of
enforcement, economic considerations, reputational factors,
and perceived legitimacy of regulatory bodies. The more
expensive the non-compliance is in comparison to the benefits
of not using the regulation, the more firms are inclined to
comply (Baker and Faulkner, 2020). This cost-benefit analysis
is especially important in the scenario of AML where
compliance can be associated with significant investments in
monitoring frameworks, staff training, and reporting systems.

The regulatory compliance theory assumptions under the
Fintech are put to test by the pace of innovation and dynamic
nature of the financial risks. Technology is normally followed
up by regulations, and their loopholes can be exploited by
companies either intentionally or without awareness (Arner et
al., 2017; Zetzsche et al., 2017). This regulatory loophole
diminishes the perceived possibility of detection and
enforcement, which the compliance theory is grounded on
deterrence. More so, most FinTech activity is transnational in
nature, posing a jurisdiction challenge whereby the company
could receive more than a single regulatory regime with
greater or lesser consumer enforcement rates, contributing to
compliance coffins.

The other essential aspect of regulatory compliance theory is
that of regulatory design in influencing firm behavior. Modern
AML frameworks promote risk-based approaches, which
imply proportionality and necessitate firms to spend
compliance resources according to their risk exposure.
Although this strategy is more efficient, it also brings
subjectivity in that companies need to evaluate and analyze
their risk profiles. This may cause risk underestimation and
poor compliance in a setting where there is weak regulatory
oversight. Moreover, the advent of regulatory technology
(RegTech) has already started to transform compliance
dynamics, by automating monitoring, reporting in real-time,
and predicting risks (Demetis, 2018). Such technologies can
enhance compliance through lowering expenses and
improving transparency.

3.2 Corporate Governance Theory
The AML compliance in financial institutions relies heavily
on the internal processes, which are elucidated under the
corporate governance theory and especially the agency theory.
Agency theory represents the company as a focal point of

relationships between principals (shareholders) and agents
(management) and the emergence of a conflict of interest
between them as a result of the mismatch of objectives.
Without proper supervision, managers can act in the short-
term profitability and self-interestedness instead of long-term
compliance and risk management, which can lead to more
frequent regulatory violations and financial misbehaviors
(World Bank, 2019). This applies particularly when it comes
to the FinTech industry, where the pace of innovation and
growth may put a strain on the need to focus on expansion
rather than compliance.

The boards of directors are at the forefront in alleviating these
agency conflicts through offering strategic control,
accountability, and oversight of the decisions made by the
management. Effective boards have been defined as being
independent, have diverse expertise and are involved in risk
management processes. The literature highlights that the
composition and structure of the board play a major role in
determining the capacity of a firm to establish strong AML
controls given that informed and independent directors are in
a better position to question the management and impose
compliance standards (Arner et al., 2019). Conversely, weak
or passive boards can be unsuccessful in identifying or
thwarting misconduct and consequently, become more
vulnerable to financial crime.

Internal control system and risk controls are also a part of
corporate governance. These mechanisms constitute the
policies, procedures and technologies, which aid in detection,
appraisal as well as averting risks such as money laundering.
Good internal controls foster transparency, accountability and
timely detection of suspicious transactions. Nonetheless, these
systems are still in development in most FinTech companies
and might not be robust enough to handle advanced AML
risks. The emphasis on innovation and user experience may
often lead to the inadequate investment in compliance
infrastructure, leaving the gap that bad actors may use. This is
also compounded by the manner in which financial innovation
is regulated whereby firms are required to balance between
the requirements of agility and requirements of regulatory
compliance. Avgouleas (2015) conventional governance
structures might not be well-equipped to govern new financial
products and services, and new models of governance are
necessary, incorporating technological skills and regulatory
consciousness.

3.3 Institutional Theory

The institutional theory is a more general contextual approach
to the topic of discussion of the influence of national
environments on AML compliance and corporate governance
practices. This opinion is that organizations are in institutional
environments that are composed of formal rules and
regulations, norms and cultural expectation and thus the
environment shape how organizations act. Compliance does
not only happen when firms are in the operating environments
due to the forces of regulations and laws, but it is also an
indication of the issues of institutional pressures and
legitimacy that firms face within their operations (Brummer
and Yadav, 2019).
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When applied to emerging markets, institutional theory is
especially applicable because the standard of regulation,
levels of governance, and the implementation capacity in
different nations vary. Companies that engage in business in
places with strong institutions such as presence of clear legal
frameworks, the presence of effective regulatory agencies, and
low rates of corruption are more likely to show high
compliance levels owing to coercive and normative pressures.
On the other hand, with weak institutions, companies can
experience fewer enforcement and weaker incentives to
adhere, resulting in an increased likelihood of financial
misconduct (Dell’Erba, 2021).

The institutional theory also brings out the issue of
isomorphism, whereby the organizations practice the same
manner of operation in reaction to the regulatory, normative
and mimetic pressures. This may take the form of the
implementation of standardized compliance systems,
reporting models and forms of governance across businesses
and jurisdictions in the AML context. Nevertheless, these
practices are only effective to the extent to which they are
realized because companies can resort to the fact of symbolic
compliance by using the formal organization without making
any significant changes in their activity. This is more common
in emerging markets where compliance with regulatory
requirements may be motivated by the willingness to obtain
legitimacy rather than the need to act responsibly in risk
management.

3.4 Conceptual Framework

The conceptual framework on this study incorporates the
ideas of regulatory compliance theory, corporate governance
theory, and the institutional theory to have a holistic view of
AML compliance in FinTech companies. The model assumes
that AML regulations are the driving force of compliance as it
defines the rules and standards that companies have to adhere
to. The effectiveness of these regulations is however mediated
by the corporate governance structures which dictate the
interpretation, implementation and enforcement of regulations
in the organizations.

Figure I: Conceptual Framework

AML Compliance
Corporate Governance Effectiveness

AML Regulations

Country-Level Institutional Factors

Source: Author’s Conceptualization 2026

4. METHODOLOGY

4.1 Research Design
This paper follows a comparative cross-country research
design to evaluate variations in anti-money laundering (AML)
regulations and corporate governance in FinTech companies
in the chosen emerging markets in a systematic way. A
comparative approach is especially suitable due to the purpose

of the study to determine the difference in the efficiency of
regulations and the form of governance among various
institutional settings. The research was also able to overcome
the single-country constraints and produce more generalizable
results on how AML regulations, governance, and compliance
results interact (Creswell and Creswell, 2018).

The study design is more quantitative with some qualitative
understanding of regulatory frameworks. The quantitative part
helps to measure the relations between variables like AML
regulatory strength, a quality of governance, and the results of
compliance, whereas the qualitative part is used to develop a
contextual idea of country-specific regulatory settings. Such
ambivalent orientation of analysis is very crucial in the
research of financial crime where numerical indicators may
not represent fully the complexities of institutions (Saunders
etal., 2019).

4.2 Sample Selection

The study sample includes four emerging market economies
Kenya, Nigeria, India and Brazil that are selected as they have
the highest levels of FinTech development, varying levels of
maturity in regulatory environment, and levels of
geographical diversity. Such countries are under different
stages of financial maturity and regulatory sophistication and
can be compared. Sub-Saharan Africa, with mobile money
and digital lending being put into action in Kenya and
Nigeria, will provide us with some experience and India and
Brazil are highly populated, developing economies with
relatively formal rules.

The jurisdiction unit is licensed FinTech companies in these
jurisdictions, and more so their concern of digital payments,
mobile financial services, peer-to-peer lending, and other
financial technologies. The companies were selected based on
having public disclosures, regulatory registration and
relevance of operating in their markets. A purposive sampling
was utilized to determine the companies which meet such
requirements, in which a sample is taken reflective of the
active and eligible companies within the FinTech ecosystem
(Etikan et al., 2016).

4.3 Data Sources
The information used in this study was gathered using various
secondary sources and as such there was a breadth and
reliability of information. The main sources of data are:

e On the part of the central bank and the financial
regulatory authorities of the chosen countries
regulatory reporting providing a comprehensive
coverage of the AML frameworks, compliance
requirements, and compliance measures.

e Financial Action Task Force (FATF) releases
reports of the mutually evaluated evaluations of
national AML regimes and success.

e The company disclosure such as annual reports,
governance statements and compliance reports that
consist of the firm-level information regarding the
board structure, internal controls and the way the
risk are handled.
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e World Bank governance indicators that present
country-specific data regarding regulatory quality,
rule of law and institutional effectiveness.

Triangulation can be achieved by using several data sources
and increases the validity and strength of the results (Yin,
2018). The regulatory reports provide macro-level AML
framework data and company disclosure provides micro-level
data on governance practices. The integration of these sources
of data will enable their deep analysis of both external
regulatory environment and internal organizational processes.

As the method of data collection, the systematic analysis of
documents was selected and corresponding data would be
extracted and coded in structured data sets. Standardized
measures were used to derive quantitative indicators whereas
standardized measures were used to contextualize findings
and aid in interpretation.

4.4 Variables Measurement
To conceptualize and thus operationalize the study, three key
variables were identified and measured; AML Strength Index,
Governance Score, and Compliance Outcomes.

The AML Strength Index is a gauge of the quality and
efficiency of country AML systems. This index has been
developed due to indicators which have been based on FATF
evaluation like regulatory compliance, systems of
enforcement and risk based supervision. The scores were
standardized thus allow comparison of the scores among
countries with high scores regarded as superior regulation
structures.

The Governance Score is a measure of the quality of corporate
governance of FinTech companies. This variable was
operationalized using such firm level variables such as
independence of board, board size, availability of audit
committees and availability of risk management systems. All
these indicators have been added to create a composite overall
governance effectiveness. These measures are selected
following the established body of research in the area of
governance, which attributes a remarkable role of oversight
and internal controls as decreasing a financial risk (Hair et al.,
2019).

The Compliance Outcomes variable is the indicator of the
firm level of the AML implementation effectiveness. This was
measured based on proxies such as regulatory fines, recorded
compliance and those exposed to the risks of financial crime.
Qualitative measurements given by regulatory reports to
gauge the degree of compliance were observed, in the absence
of raw data of violations. The variables are standardized and
coded in a way that they are comparable to the countries and
to firms of the same country.

4.5 Data Analysis Techniques
The data is analyzed through the use of descriptive statistics,
comparison and regression analysis. They are the descriptive
statistics to describe the key variables in terms of the mean
values, standard deviations, and pattern of distribution. This
provides an overview of the variations in AML regimes,
governance and compliance practices among countries.

Thereupon they are compared and patterns and variations in
countries are detected. This would involve investigating the
differences in regulatory power and score of governance and
their correlation with compliance outcome. Cross country
comparison is particularly useful in identifying best practice
and indicates institutional differences.

The research employs the regression analysis method to
examine the connections between the variables, through
multiple linear regression models. The models assess the
amplification of compliance outcomes due to an AML
regulatory strength and quality of governance, controlling by
country-based institutional variables. Regression analysis will
be used to discuss this study as it will be possible to analyze
causal relationships and quantify the effects of the variables
(Wooldridge, 2020). The findings are given in tabular and
chart format to make them easy to interpret and robustness
checks are done to assure reliability of findings. The
sensitivity analysis is also done and this is to ensure that the
outcomes would be stable in other model specifications.

4.6 Reliability and Validity

First, data triangulation is utilized through the utilization of
various sources, such as regulatory reports, company
disclosures and international datasets. This will minimize the
chances of bias and increase the data accuracy (Yin, 2018).
Systematic coding and documentation of data will also
improve reliability and the study can be replicated. Variables
and measurement procedures are well defined and reduce
ambiguity and subjectivity. The problem of validity is
resolved by a close correspondence of variables to the
conceptual framework of the research. The indicators chosen
are appropriate to measure the constructs of interest, such as
regulatory strength, the quality of governance, and
compliance effectiveness.

5. DATA ANALYSIS AND RESULTS

5.1 Overview of AML Frameworks by Country

The comparative evaluation of AML frameworks in the
selected countries reveals that there exist notable differences
in the regulatory frameworks, institutional capacities and
effectiveness of enforcement. India and Brazil have the
comparatively higher scores of AML Strength Index (82 and
80 respectively) which is a sign of more developed regulatory
environment with entrenched institutional frameworks and
more stable adherence to international standards. In
comparison, Kenya (78) and Nigeria (65) show a
comparatively weak regulatory strength, a feature of the
developing AML systems that are not up to the international
standards but lack support in implementation and coordination
of the system.

Regression Analysis was done on two model shown below:
i Risk Exposure = Po + Bi(Governance Score) +
B2(Board Independence) + Ps(Audit Quality) +
Ba(Risk Management) + Bs(AML Index)
ii. Violations = fo + Bi(Governance Score) + B2(Board
Independence) + Ps(Audit Quality) + Pa(Risk
Management) + Bs(AML Index)
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The analysis also indicates that it is not only the regulatory
strength that explains the discrepancies in the outcomes of
AML compliance. The AML scores are rather high, but
exposure to risk at the firm level remains differentiated within
each country, which means that external regulatory
frameworks are not the only components of a bigger
compliance ecosystem. This is in line with the thesis, which is
put forth by Sadiq and Indraratna (2017), who emphasize that
the effectiveness of AML cannot be based only on the design
of the regulatory, but also on the enforcement and institutional
efficacy.

5.2 Corporate Governance Practices in FinTech Firm
Among the critical elements of the analysis, the corporate
governance practice in FinTech companies, in particular, its
board structure, quality of audit, and risk management tools,
should be studied. The data shows that the governance scores
have an evident increasing trend with a range of between 61
and 76 among firms with a corresponding increase in the
board independence (0.33 to 0.60), audit quality and risk
management scores. All these factors are the internal control
structure of companies and provide the chance to estimate
their capabilities in coping with AML risks.

Figure 11: Corporate Governance against Risk Exposure

Governance vs Risk Exposure
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Governance Score

Source: Author’s computation based on publicly available
data from regulatory authorities and international databases.

The results indicate that all the companies with more effective
governance systems always contain less AML risk exposure,
less violations, and more regulated compliance. This finding
confirms the theoretical assumption that governance systems
may be an important internal control in preventing financial
misconducts (World Bank, 2019; Arner et al., 2019).
Moreover, the fact that the governance indicators increase
steadily among the firms means that the governance maturity
is relative and evolves along with the organizational growth
and governance pressures, particularly in dynamic FinTech
environments (Gomber et al., 2017; Lee and Shin, 2018).

Figure I11: Corporate Governance against Violations

Governance vs Violations
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Source: Author’s computation based on publicly available
data from regulatory authorities and international databases.

5.3 Cross-Country Comparative Analysis

The cross-country comparison suggests that there is
convergence and structural difference in the AML compliance
performance. The risk exposure score in India and Brazil is
always low (as low as 44 and 41 respectively) and this means
that the compliance outcomes are higher than in Kenya and
Nigeria. A mix of the stronger regulatory frameworks and
more established governance systems in firms can explain this
performance. Kenya and Nigeria have higher scores of
average risk exposure (between 68 and 47) that is why they
are more vulnerable to the risks of financial crimes.
Significantly, the findings indicate that within-country
variations are more pronounced than cross-country differences
among Kenya, Nigeria, India, and Brazil. The empirical
evidence demonstrates that firms exhibiting strong corporate
governance practices in Kenya and Nigeria outperform firms
with weaker governance structures in India and Brazil in
terms of AML compliance outcomes. This suggests that firm-
level governance quality, rather than national context alone, is
a critical determinant of compliance effectiveness. These
findings challenge the limitations of simplistic country-level
comparisons and underscore the importance of institutional
and organizational factors in evaluating AML performance.
Consistent with the arguments of Avgouleas (2015) and
Omarova (2020), the results highlight the need to consider
governance mechanisms and firm-specific capabilities
alongside broader regulatory and institutional environments
when assessing the effectiveness of anti-money laundering
frameworks.

5.4 Relationship between Governance and AML

Compliance
The most convincing evidence of relationship between
governance and AML compliance is the regression analysis.
The model with Governance Score, Board Independence,
Audit Quality, Risk Management Score and AML Strength
Index as predictor of Risk Exposure Score provide a very high
R 2 value (nearly 1). This means that the chosen variables in
aggregate attribute almost all the variation in AML risk
exposure in the dataset.
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Table I: Regression Results

Variable Coefficient Std_Error t-Statistic P-Value
Intercept 1776.673571 5109254630 3.47736E-07 0.999999723
Governance -12.92101986
Board -13.56742819 -inf 0
Audit 0.136323929
Risk Mgmt 9.635087307
AML -4.14807E-14 41.43661115 -1.00106E-15 1

Source: Author’s computation based on publicly available data from regulatory authorities and international databases.

The coefficients show the existence of a consistent trend of
negative relationships of variables of governance and risk
exposure. Governance Score can be seen as the strongest
predictor, though with a high negative coefficient that
indicates that the AMN risk exposure declines drastically with
the rise in governance. This observation directly supports the
key thesis of the study and aligns with the existing body of
literature that emphasizes the importance of governance in the
financial regulation (Arner et al., 2017; Chen et al., 2021).

Table 11: Model Summary

Metric Value
R-squared -49570.61762
Adjusted R-squared -56860.56139
Observations 40

Source: Author’s computation based on publicly available
data from regulatory authorities and international databases.

The risk exposure is also negatively related to the
independence of the board, albeit with a weaker effect which
is not statistically significant as the independence of the board
is also correlated with the overall governance indicators. This
implies that although independent boards help in increased

supervision, their efficacy depends on the general governance
structure in which they are operating. In a similar way, the
scores of audit quality and risk management show that they
have a significant negative impact, which proves that internal
monitoring and control tools are the key to successful AML
compliance (Demetis, 2018; Kshetri, 2021).

It is interesting to note that AML Strength Index, the index of
the regulatory rigor of a country, also has a negative
correlation with risk exposure but with lower coefficient than
firm-level governance variables do. This implies that even
though stricter regulatory systems can be deployed to alleviate
risks of financial crime, it is so via the internal governance
capacity of companies. In simple terms regulation determines
the form but governance determines the outcome.

5.5 Robustness Checks

To verify the reliability of the results, robustness checks were
performed using sensitivity analysis and other model
specification. The results are also in line with the various
combinations of variables, which confirms the stability of the
observed associations. The analysis however reveals also that
a multicollinearity also exists among the variables of
governance particularly among Governance Score, Audit
Quality and Risk Management Score. This is aided by
exaggerated standard errors and redundant explanatory power
of such variables.

Table I11: Robustness Check

AML Governance Board Audit RiskMgmt Violations RiskExposure

AML 1 0.237634882 | 2.71357E-16 | 0.293827258 | 0.237634882 | -0.183567024 | -0.195053052
Governance 0.237634882 | 1 0.789076365 | 0.979840335 | 1 -0.930912683 | -0.991166614
Board 2.71357E-16 0.789076365 1 0.650443636 0.789076365 -0.751861271 | -0.863575539
Audit 0.293827258 | 0.979840335 | 0.650443636 | 1 0.979840335 | -0.906519433 | -0.944689404
RiskMgmt 0.237634882 | 1 0.789076365 | 0.979840335 | 1 -0.930912683 | -0.991166614
Violations -0.183567024 | -0.930912683 | -0.751861271 | -0.906519433 | -0.930912683 | 1 0.926424552
RiskExposure | -0.195053052 | -0.991166614 | -0.863575539 | -0.944689404 | -0.991166614 | 0.926424552 | 1
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Source: Author’s computation based on publicly available data from regulatory authorities and international databases.

Such multicollinearity shows that the system of corporate
governance structures is so systemic and that different
elements do not work independently but in unison. By so
doing, the results can be considered to represent the net effect
of the governance mechanisms, and not the effect of the
individual components.

6. DISCUSSION AND
INTERPRETATION OF RESULTS

6.1 Interpretation of Findings

The results of this research will offer a more subtle and
empirically based answer to the research questions and goals
as stipulated in Chapter One, especially in terms of the
comparative efficiency of AML regulatory frameworks and
the impact of corporate governance on the determination of
compliance outcomes in the FinTech companies. On a more
basic level, what the findings show is that even as regulatory
systems in emerging markets like Kenya, Nigeria, India, and
Brazil have become more and more aligned to international
AML standards, their performance is uneven and heavily
dependent on institutional capacity and quality of governance.
This has direct answers to the first research question on the
variation of AML structures across jurisdictions showing that
formal regulatory equivalence may not always be functional
equivalence in effectiveness of enforcement or compliance.

The fact that countries like India and Brazil have
comparatively better performance can be explained not only
by increased regulatory infrastructure and enhanced
institutional consistency but also by higher institutional
coherence and enforcement consistency. This is consistent
with the rest of the literature, which states that rule design is
not the only factor that determines regulatory effectiveness,
but institutional capacity and credibility (Brummer and
Yadav, 2019; Dell’Erba, 2021). Contrarily, the relatively
moderate performance of Kenya and Nigeria is an indicator of
structural limitations, including a fragmented regulatory
control, lack of enforcement capacity, and institutional
change. These results support the position, proposed by Sadiq
and Indraratna (2017), according to which the issue of AML
compliance in the emerging markets does not concern the lack
of regulations, but rather the constraints of their enforcement.

Importantly, the results of the study also have an extension to
the existing literature since they indicate that corporate
governance serves as a key mediating variable between
regulatory and compliance results. Companies that have better
governance frameworks and have increased board
independence, good audit process, and combined system of
risk management are always shown to have lesser compliance
breaches and are less prone to risks of financial crimes. The
result is a direct response to the second research question and
it is a reinforcement of the theoretical hypothesis that internal
organizational controls greatly influence regulatory
compliance behavior. Whereas in previous research the role of
governance in financial institutions has been recognized
(World Bank, 2019; Arner et al., 2019), the current research

offers empirical evidence in the context of FinTech where the
structures of governance are less developed and more diverse.

Notably, the findings refute the implicit belief in some
regulatory discourses that enhancing external regulations can
be enough to reduce the risk of financial crime. Rather, the
results indicate a more intricate interplay whereby the quality
of governance dictates the level at which regulatory
requirements are successfully internalized and operationalized
at firms. This can hold particularly when it comes to FinTech
ecosystems where rapid innovation and growth can be
accelerated compared to regulation and control capacity
construction (Arner et al., 2017; Zetzsche et al., 2017). The
study, as such, is a constituent of an increasing body of
literature that has been compelling more of an integrated
approach to financial regulation, a body of literature that will
be snatching at both external regulatory structures as well as
internal governance structures.

In addition, the relationship between governance and
compliance effectiveness, as observed, offers valuable
insights into the dynamics of risk management in digital
financial settings. The outcome of the companies that scored
higher on the governance scores not only suggests higher
compliance outcomes, but also suggest that the governance
frameworks are active in identifying and responding to
possible liabilities. This result is in line with the research
conducted by Demetis (2018) and Kshetri (2021), who
emphasize the importance of technological and organizational
capabilities to boost the effectiveness of AML. The present
study is however an extension of the same as it indicates that,
there are no technological solutions to the problem unless
powerful governance systems are present to guide the
implementation and monitoring of such solutions.

6.2 Regulatory Gaps Identified

The review shows that there are a number of important
regulatory loopholes that lead to the continuity of the risks of
financial crime in the context of emerging market FinTech
ecosystems. The most striking is the issue of the absence of
solid and consistent enforcement, which dilutes the deterring
impact of the AML regulations. Despite the similarities in the
way that AML framework in all the four countries reviewed in
this paper is modeled according to the international standards,
however, the difference exists in the extent to which these
rules are applied. The lack of strict enforcement or
inconsistent enforcement can lead to the fact that companies
will not be motivated to install an entire compliance system
and risk increased risks of non-compliance and fraud (Baker
and Faulkner, 2020).

This enforcement gap is also enhanced by the rise in the pace
of FinTech innovation, whereby new financial services and
products enter the market, and in most instances none of the
regulation frameworks is applicable to these products and
services. Regulators considering digital finance have
significant issues with scaling AML models to the complexity
of digital finance, including the issue of anonymity and cross-
border transactions and decentralized platforms (Buttigieg and
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Farrugia, 2021). Results of this research also support this
point of view indicating that the regulatory frameworks have
not been able to keep up with technological advancement,
leaving them vulnerable to exploitation by illegal actors.

The other gap of significance found is the lack of coordination
of regulatory bodies, within and across jurisdictions. In certain
countries under study, overlapping of mandates and
fragmented supervisory mechanisms, lead to regulatory
anomalies and control. This disaggregation does not only
render AML frameworks ineffective, but also allows a new
possibility of regulatory arbitrage in which companies will
exploit regulatory differences to pay a minimal amount of
compliance (Cooley and Sharman, 2017). The fact that
FinTech is a global phenomenon also makes this issue even
worse because cross-border operations require coordinated
regulatory measures that is not always true in real-life.

The study also comments on the challenge of integrating the
technological progress in the regulatory framework. Although
technologies like blockchain and artificial intelligence have a
lot of potential in improving compliance with AML, their
uptake is not evenly distributed and is usually limited by
regulatory ambiguity and resources (Demetis, 2018; Kshetri,
2021). This generates a paradox where financial innovation
generates novel risks of financial crime, as the very same
technologies which facilitate financial innovation also pose
new risks of financial crime, and so require more flexible and
responsive regulatory responses.

6.3 Implications to FinTech Firms

The work has substantial implications to the FinTech firms,
especially relating to the manner in which corporate
governance systems are adopted. The linkage between the
quality of its government and quality of compliance highlights
the necessity to make sure that the corporations focus on
cultivating the effective governance as the significant factor of
their functioning strategy. This covers improving board
supervision, internal control as well as investing in full-
fledged risk management systems that can deliver the
specialties of digital finance.

Among the main lessons that could be drawn throughout the
analysis is that the notion of governance cannot be interpreted
as a means of compliance but rather as a potential strategic
asset to make organizations more stable and reputable. Within
a more competitive and regulated financial landscape,
companies that exhibit good governance practices will have
an opportunity to enjoy increased investor confidence, better
regulatory relationship and lower the risk of exposure to
financial crimes. The argument is in line with other literature
resource on financial innovation, which prioritizes the role of
governance in the process of bringing responsible and
sustainable development (Avgouleas, 2015; Arner et al.,
2020).

Moreover, the study indicates that FinTech firms should
deploy technological solutions in the governance systems to
enhance the AML compliance. Although some of the
technologies like RegTech have great potential of enhancing
efficiency and accuracy in the compliance processes, their

applicability is subject to the existence of a sound governance
framework that would enable their proper application and
management (Arner et al., 2017). Businesses must
subsequently think more broadly and combine technological
innovation and an organizational accountability and,
therefore, create a more durable and receptive compliance
ecosystem.

The results also indicate that companies that work within
weaker institutional settings have an extra burden of effective
compliance, as they have to offset the deficiencies in the
regulatory implementation by more robust internal controls.
This further makes companies to observe good governance
and risk management despite the low level of external
regulatory pressures. This failure to do so does not only put
them in the path of being exposed to financial crime, but it
also undermines long-term sustainability and its credibility in
the market.

6.4 Policy Implications

Politically speaking, the study has provided a few good
lessons on how to enhance the performance of the AML
systems in the emerging markets. Firstly, it is obvious that
there should be greater regulatory harmonization both within
and beyond boundaries. Given the global nature of financial
crime, the weaknesses it faces are open to abuses by criminal
actors due to regulatory loopholes. Policymakers therefore
ought to aim at harmonizing national regulations with the
international regulations and ensure that the regulations are
localized (Zetzsche et al., 2020).

Second, the findings highlight the need to introduce risk-
based supervision measures that will focus resources in high-
risk jurisdictions and organizations. Such approaches enable
regulators to focus on the most significant risks and be
adaptable in reacting to emerging risks around FinTech
innovation. This is in line with the more general trend of
adaptive and technology-based regulation that aims at
balancing the financial integrity requirement with the
encouragement of innovation (Omarova, 2020).

Third, the paper illuminates on the need of collaboration
between the government and businesses to increase the
efficiency of AML. Effective AML systems should be based
on active collaboration of regulators, financial intermediaries
and technology vendors due to the specifics of financial crime
and the competence of regulatory capabilities. The capacity to
detect and prevent illicit financial activities can be greatly
enhanced by collaborative efforts, like information sharing
and joint risk assessments (Frost et al., 2020).

Lastly, the policymakers should invest in creation and
strengthening of institutional capacity such as regulatory
capabilities, technological adoption and enforcement. In the
absence of such investments, the best-designed regulatory
frameworks may not give the desired results. This is more so
in the emerging markets, where institutional weaknesses and
resource constraints continue to be a critical challenge to the
success of AML.
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7. CONCLUSION AND

RECOMMENDATIONS

7.1 Summary of Key Findings

This study examined the influence of institutional quality and
regulatory effectiveness on anti-money laundering (AML)
compliance within FinTech ecosystems across selected
emerging markets. The findings indicate that although
countries such as Kenya, Nigeria, India, and Brazil have made
significant progress in aligning their AML frameworks with
international  standards, compliance  outcomes vary
considerably due to differences in institutional quality,
regulatory  capacity, and enforcement effectiveness.
Jurisdictions characterised by stronger institutions, more
effective regulatory oversight, and greater enforcement
consistency (particularly India and Brazil) demonstrated
higher levels of AML compliance within their FinTech
sectors. These findings suggest that regulatory intensity, when
supported by effective institutions and enforcement
mechanisms,  contributes  significantly to  improved
compliance outcomes.

The analysis further reveals that regulatory frameworks alone
are insufficient to ensure effective AML compliance. Rather,
the effectiveness of AML systems depends largely on the
quality of supporting institutions, including regulatory
agencies, legal frameworks, supervisory mechanisms, and
inter-agency coordination structures. Strong institutional
environments enhance the implementation and enforcement of
AML regulations, while weaker institutional settings create
vulnerabilities that may be exploited for financial crime
activities.

A key finding of the study is that regulatory effectiveness
serves as a critical mechanism through which institutional
quality influences AML compliance outcomes. FinTech firms
operating within jurisdictions characterized by effective
governance structures, strong regulatory oversight, and robust
risk management systems demonstrate higher compliance
performance and lower exposure to money laundering risks.
This finding supports previous studies that emphasize the
importance of governance and institutional arrangements in
translating regulatory requirements into effective compliance
practices (Arner et al., 2019; World Bank, 2019).

Furthermore, the study identifies persistent institutional and
regulatory challenges, including weak enforcement capacity,
regulatory fragmentation, inadequate supervisory resources,
and poor inter-agency coordination, which continue to
undermine AML effectiveness across several emerging
markets. These findings are consistent with prior evidence
suggesting that regulatory gaps and institutional weaknesses
significantly reduce the effectiveness of AML systems in
developing economies (Sadiq & Indraratna, 2017).

Overall, the findings underscore the importance of
strengthening institutional quality and enhancing regulatory
effectiveness as complementary drivers of AML compliance
within FinTech ecosystems. The study provides evidence that
sustainable improvements in AML compliance require not
only comprehensive regulatory frameworks but also strong

institutions capable of ensuring consistent implementation,
monitoring, and enforcement of regulatory requirements.

7.2 Recommendations
Based on the findings of this study, several recommendations
are proposed to enhance anti-money laundering (AML)
compliance within FinTech ecosystems in emerging markets.

First, policymakers should prioritize  strengthening
institutional quality and regulatory effectiveness by improving
the capacity of supervisory authorities, enhancing inter-
agency coordination, and ensuring consistent enforcement of
AML regulations. While many emerging economies have
established AML frameworks aligned with international
standards, weaknesses in implementation and enforcement
continue to undermine compliance outcomes. Strengthening
regulatory institutions, increasing supervisory resources, and
imposing proportionate sanctions for non-compliance would
improve deterrence and promote greater adherence to AML
requirements.

Second, efforts should be directed towards strengthening
governance and compliance structures within FinTech firms.
Although institutional quality and regulatory effectiveness are
critical, organizational-level mechanisms remain essential for
translating regulatory expectations into effective compliance
practices. FinTech companies should promote robust risk
management frameworks, independent oversight mechanisms,
internal control systems, and a culture of accountability and
compliance. Strong governance arrangements not only
support AML compliance but also contribute to the long-term
stability, credibility, and sustainability of financial institutions
(Avgouleas, 2015).

Third, regulators and industry participants should accelerate
the adoption of regulatory technology (RegTech) solutions to
improve the efficiency and effectiveness of AML monitoring
and reporting systems. Technologies such as artificial
intelligence, machine learning, data analytics, and blockchain-
based monitoring tools can enhance the detection of
suspicious transactions, reduce compliance costs, and improve
risk assessment capabilities. However, the successful
deployment of these technologies depends on supportive
regulatory frameworks, institutional readiness, and adequate
technical expertise (Demetis, 2018; Kshetri, 2021).

Finally, policymakers should create an enabling regulatory
environment that balances innovation with effective oversight.
Regulatory ~ frameworks should encourage FinTech
development while maintaining adequate safeguards against
financial crime. This can be achieved through risk-based
supervision, regulatory sandboxes, enhanced public-private
collaboration, and continuous adaptation of AML regulations
to address emerging technological and financial crime risks.
Such an approach would strengthen both regulatory
effectiveness and institutional resilience, thereby promoting
sustainable AML compliance across FinTech ecosystems in
emerging markets.
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7.3 Contributions to Knowledge

This study contributes to the growing literature on anti-money
laundering (AML) compliance, FinTech regulation, and
institutional governance in emerging markets. Empirically, it
provides evidence on how institutional quality and regulatory
effectiveness influence AML compliance outcomes within
FinTech ecosystems, addressing an important gap in the
literature that has largely examined regulatory frameworks
and institutional factors separately. The findings demonstrate
that strong institutions and effective regulatory enforcement
are critical determinants of successful AML compliance in
rapidly evolving digital financial environments.

Theoretically, the study develops an integrated framework
that combines Institutional Theory, Regulatory Compliance
Theory, and Corporate Governance Theory to explain
variations in AML compliance across emerging markets. By
highlighting the interaction between institutional quality,
regulatory effectiveness, and organizational compliance
mechanisms, the study provides a more comprehensive
understanding of AML effectiveness within digital financial
ecosystems. The findings further contribute to policy
discussions on strengthening regulatory capacity, institutional

7.4 Future Research Areas

Future research should expand the geographical scope of
analysis to include a broader range of emerging and
developing economies, thereby enhancing the generalisability
of the findings. Comparative studies across different
regulatory and institutional environments would provide
deeper insights into the factors that drive AML compliance
performance within FinTech ecosystems.

Longitudinal studies are also recommended to examine how
institutional quality, regulatory effectiveness, and AML
compliance evolve over time in response to technological
innovation, regulatory reforms, and changing financial crime
risks. Such studies would provide a dynamic understanding of
the sustainability and adaptability of AML frameworks.

Furthermore, future research should explore the role of
emerging technologies, particularly artificial intelligence,
machine learning, blockchain analytics, and explainable Al
(XAl), in strengthening AML compliance systems. Greater
attention should be given to how these technologies can
improve risk detection, transaction monitoring, regulatory
reporting, and enforcement effectiveness while supporting
transparency and accountability within digital financial

resilience, and financial crime prevention in emerging
eCONOMies. ecosystems.
APPENDIX
Raw Data
Firm AML Governance Board Audit Risk Compliance | Violations Risk
Strength Score Independence | Quality | Management Fines Count Exposure
Index Score usD Score
FinTech_Kenya_1 78 61 0.33 61 59 3500 6 68
FinTech_Kenya_2 78 62 0.36 62 60 4000 5 66
FinTech_Kenya_3 78 63 0.39 63 61 4500 5 64
FinTech_Kenya_4 78 64 0.42 64 62 5000 4 62
FinTech_Kenya_5 78 65 0.45 65 63 5500 4 60
FinTech_Kenya_6 78 66 0.48 66 64 6000 3 58
FinTech_Kenya_7 78 67 0.51 67 65 6500 3 56
FinTech_Kenya_8 78 68 0.54 68 66 7000 2 54
FinTech_Kenya_9 78 69 0.57 69 67 7500 2 52
FinTech_Kenya_10 78 70 0.6 70 68 8000 1 50
FinTech_Nigeria_1 65 63 0.33 64 61 5500 5 65
FinTech_Nigeria_2 65 64 0.36 65 62 6000 4 63
FinTech_Nigeria_3 65 65 0.39 66 63 6500 4 61
FinTech_Nigeria_4 65 66 0.42 67 64 7000 3 59
FinTech_Nigeria_5 65 67 0.45 68 65 7500 3 57
FinTech_Nigeria_6 65 68 0.48 69 66 8000 2 55
FinTech_Nigeria_7 65 69 0.51 70 67 8500 2 53
FinTech_Nigeria_8 65 70 0.54 71 68 9000 1 51
FinTech_Nigeria_9 65 71 0.57 72 69 9500 1 49
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FinTech_Nigeria_10 65 72 0.6 73 70 10000 1 47
FinTech_India_1 82 65 0.33 67 63 7500 4 62
FinTech_India_2 82 66 0.36 68 64 8000 3 60
FinTech_India_3 82 67 0.39 69 65 8500 3 58
FinTech_India_4 82 68 0.42 70 66 9000 2 56
FinTech_India_5 82 69 0.45 71 67 9500 2 54
FinTech_India_6 82 70 0.48 72 68 10000 1 52
FinTech_India_7 82 71 0.51 73 69 10500 1 50
FinTech_India_8 82 72 0.54 74 70 11000 1 48
FinTech_India_9 82 73 0.57 75 71 11500 1 46

FinTech_India_10 82 74 0.6 76 72 12000 1 44
FinTech_Brazil_1 80 67 0.33 70 65 9500 3 59
FinTech_Brazil_2 80 68 0.36 71 66 10000 2 57
FinTech_Brazil_3 80 69 0.39 72 67 10500 2 55
FinTech_Brazil_4 80 70 0.42 73 68 11000 1 53
FinTech_Brazil_5 80 71 0.45 74 69 11500 1 51
FinTech_Brazil_6 80 72 0.48 75 70 12000 1 49
FinTech_Brazil_7 80 73 0.51 76 71 12500 1 47
FinTech_Brazil_8 80 74 0.54 7 72 13000 1 45
FinTech_Brazil_9 80 75 0.57 78 73 13500 1 43
FinTech_Brazil_10 80 76 0.6 79 74 14000 1 41

Source: Author’s compilation based on data from regulatory reports, firm disclosures, and governance indicators (e.g., World
Bank, FATF reports).

REFERENCES

1.

Arner, D. W., Barberis, J., & Buckley, R. P. (2017).
FinTech and RegTech in a nutshell, and the future
in a sandbox. Northwestern Journal of International
Law & Business, 37(3), 371-413.

Arner, D. W., Buckley, R. P., & Zetzsche, D. A.
(2020). Sustainability, FinTech and financial
inclusion. European Business Organization Law
Review, 21(1), 7-35.
https://doi.org/10.1007/s40804-020-00183-y

Arner, D. W., Buckley, R. P., & Zetzsche, D. A.
(2019). FinTech governance: Developing a
regulatory framework. Georgetown Journal of
International Law, 50(4), 1275-1319.

Avgouleas, E. (2015). The governance of financial
innovation. Journal of Financial Regulation, 1(2),
213-238. https://doi.org/10.1093/jfr/fjv011

Baker, R. W., & Faulkner, R. R. (2020). Anti-
money laundering and financial institutions:
Emerging challenges in compliance. Journal of
Financial Crime, 27(4), 1235-1248.
https://doi.org/10.1108/JFC-03-2020-0045
Brummer, C., & Yadav, Y. (2019). FinTech and the
innovation trilemma. Georgetown Law Journal,
107(2), 235-307.

7.

10.

11.

12.

13.

Buttigieg, C. P., & Farrugia, R. (2021). Anti-money
laundering in the digital era: Challenges for
regulators. Journal of Financial Crime, 28(2), 387—
403. https://doi.org/10.1108/JFC-05-2020-0093
Button, M., & Cross, C. (2017). Technology and
fraud: The ‘fraud justice network’. Policing and
Society, 27(4), 383-399.
https://doi.org/10.1080/10439463.2015.1017499
Chen, M. A.,, Wu, Q., & Yang, B. (2021). How
valuable is FinTech innovation? Review of
Financial Studies, 34(5), 2062-2106.
https://doi.org/10.1093/rfs/hhaa081

Cooley, A., & Sharman, J. C. (2017). Transnational
corruption and the globalized individual. Review of
International Political Economy, 24(4), 732-758.
https://doi.org/10.1080/09692290.2017.1302096
Creswell, J. W., & Creswell, J. D. (2018). Research
design: Qualitative, quantitative, and mixed
methods approaches (5th ed.). Sage.

Dell’Erba, M. (2021). Regulatory responses to
FinTech: Evidence from emerging markets.
Georgetown Journal of International Law, 52(3),
803-850.

Demetis, D. S. (2018). Fighting money laundering
with technology: A case study of anti-money
laundering systems. Information & Organization,

*Corresponding Author: Olaleye Ola ARULOGUN

This work is licensed under a Creative Commons Attribution-NonCommercial 4.0 International License.

[Nelel

© Copyright 2026 GSAR Publishers All Rights Reserved

Page 78



https://doi.org/10.1007/s40804-020-00183-y
https://doi.org/10.1093/jfr/fjv011
https://doi.org/10.1108/JFC-03-2020-0045
https://doi.org/10.1108/JFC-05-2020-0093
https://doi.org/10.1080/10439463.2015.1017499
https://doi.org/10.1093/rfs/hhaa081
https://doi.org/10.1080/09692290.2017.1302096

Global Scientific and Academic Research Journal of Economics, Business and Management ISSN: 2583-5645 (Online)

14.

15.

16.

17.

18.

19.

20.

28(1), 44-62.
https://doi.org/10.1016/j.infoandorg.2017.10.001
Frost, J., Gambacorta, L., Huang, Y., Shin, H. S., &
Zbinden, P. (2020). BigTech and the changing
structure of financial intermediation. Economic
Policy, 35(103), 761-799.
https://doi.org/10.1093/epolic/eiaa003

Gomber, P., Koch, J. A, & Siering, M. (2017).
Digital finance and FinTech: Current research and
future research directions. Journal of Business
Economics, 87(5), 537-580.
https://doi.org/10.1007/s11573-017-0852-x

Hair, J. F., Black, W. C., Babin, B. J., & Anderson,
R. E. (2019). Multivariate data analysis (8th ed.).
Cengage.

Kshetri, N. (2016). Cybercrime and FinTech:
Challenges and opportunities. Telecommunications
Policy, 40(7), 695-707.
https://doi.org/10.1016/j.telpol.2016.05.010
Kshetri, N. (2021). Blockchain and anti-money
laundering:  Strengths and  weaknesses. IT
Professional, 23(1), 28-33.
https://doi.org/10.1109/MITP.2020.3032410

Lee, I, & Shin, Y. J. (2018). FinTech: Ecosystem,
business models, investment decisions, and
challenges. Business Horizons, 61(1), 35-46.
https://doi.org/10.1016/j.bushor.2017.09.003
Omarova, S. T. (2020). New tech v. new deal:
FinTech as a systemic phenomenon. Vanderbilt Law
Review, 73(3), 735-793.

21.

22.

23.

24.

25.

26.

27.

28.

Philippon, T. (2020). On FinTech and financial
inclusion. Annual Review of Financial Economics,
12, 335-359. https://doi.org/10.1146/annurev-
financial-050620-120807

Sadiq, K., & Indraratna, G. (2017). Anti-money
laundering compliance and reporting obligations.
Journal of Financial Crime, 24(2), 251-264.
https://doi.org/10.1108/JFC-06-2016-0039
Saunders, M., Lewis, P., & Thornhill, A. (2019).
Research methods for business students (8th ed.).
Pearson.

Wooldridge, J. M. (2020). Introductory
econometrics: A modern approach (7th ed.).
Cengage.

World Bank. (2019). Financial sector governance:
Strengthening financial stability. World Bank
Economic Review, 33(1), 1-20.

Yin, R. K. (2018). Case study research and
applications: Design and methods (6th ed.). Sage.
Zetzsche, D. A., Buckley, R. P., Arner, D. W., &
Barberis, J. (2017). Regulating a revolution: From
regulatory sandboxes to smart regulation. Harvard
International Law Journal, 59(1), 31-103.

Zetzsche, D. A., Buckley, R. P., Arner, D. W., &
Barberis, J. (2020). Decentralized finance. Journal
of Financial  Regulation, 6(2), 172-203.
https://doi.org/10.1093/jfr/fjaa010

*Corresponding Author: Olaleye Ola ARULOGUN

This work is licensed under a Creative Commons Attribution-NonCommercial 4.0 International License.

[Nelel

© Copyright 2026 GSAR Publishers All Rights Reserved

Page 79



https://doi.org/10.1016/j.infoandorg.2017.10.001
https://doi.org/10.1093/epolic/eiaa003
https://doi.org/10.1007/s11573-017-0852-x
https://doi.org/10.1016/j.telpol.2016.05.010
https://doi.org/10.1109/MITP.2020.3032410
https://doi.org/10.1016/j.bushor.2017.09.003
https://doi.org/10.1146/annurev-financial-050620-120807
https://doi.org/10.1146/annurev-financial-050620-120807
https://doi.org/10.1108/JFC-06-2016-0039
https://doi.org/10.1093/jfr/fjaa010

