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CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF STUDY

Money laundering can be defined as a process of converting illegally received money
from different source of activities which is unlawfully such as drug trafficking, terrorist or some
other serious crimes into legal money changing the real source root. According to Axtell &
Maitlis (1997), money laundering defined as sum amount of money earned from illegal
activities. The activities can be from various sources or varies types of activities such as bribery,
blackmail, prostitution, illicit alcohol and betting.

Due to the negative impact of the process of money laundering towards economics and
social consequences, it is considered as a global phenomenon with noteworthy policy concern for
governments. Thus, there is need for collective responsibility in combating this process together
as it has higher chances of weaken the financial system in overall (Brethower, 2001).

In general, money laundering is mostly used to finance terrorists, and sometimes it’s
called reverse money laundering which means using clean money to implement illegal activities.
There are many cases whereby rich and wealthy people use their wealth position to finance
terrorist operations. Some of the examples are Pakistan through Taliban and some other Arabic
countries financing Al-Qaeda activities against USA and its associates. The same activities have
been carried by USA by funding illegal operations during the cold war period in the fight against
USSR operations to inaugurate communism. In a study by Bagenda (2003), he widens the scope
of money laundering to be concluded on the influences and the use of money or property to

fleece their illegal source by using it in legal or illegal activities. Additionally, he also revealed
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