Quarterly Scientific Journal of Technical and Vocational University
Special Issue 2023, Vol. 20, p. 545-563

Journal homepage: https://karafan.tvu.ac.ir/?lang=en TVU

o :10.48301/KSSA.2023.362738.229

opER

®%¥ Original Research

E-ISSN: 2538-4430
ISSN: 2382-9796

Designing Money Laundering Risk Model in Banks and
Financial Institutions Based on Grounded Theory

Mansour Gerkaz!”, Alireza Maetoofi2”, Ali Khozin3'”, Abollghasem Afshar+*

13Associate Professor, Department of Accounting, Islamic Azad University, Gorgan Branch,

Gorgan, Iran.

2Assistant Professor, Department of Accounting, Islamic Azad University, Gorgan Branch, Gorgan,

Iran.

4PhD Student in Accounting, Department of Accounting, Islamic Azad University, Gorgan Branch,

Gorgan, Iran.

ARTICLE INFO

ABSTRACT

Received: 10.29.2022
Revised: 12.21.2022
Accepted: 03.11.2023

Keyword:

Money laundering risk
Banking system
Grounded theory

*Corresponding Author:
Abollghasem Afshar

Email:
afsharl356tavatav@gmil.com

In recent decades, money laundering methods have become much
more innovative due to the development of financial products and
services offered, the complexity of financial communications, the
advancement of technology, and the acceleration of cash flows around
the world. Banks are most affected by money laundering. In this
regard, one of the most important risks faced by banks and financial
institutions is money laundering risk. Therefore, the main purpose of
the present study was to design a model for money laundering risk in
banks and financial and credit institutions. A mixed research method
was used with a sequential exploratory approach. In this study, first,
qualitative data was collected and analyzed followed by quantitative
data collection and analysis in the second stage. To meet this challenge
comprehensively and systematically, all indicators in the field of
money laundering risk in banks and financial institutions that were
effective were extracted. Through interviews and documentary
studies using the qualitative method of grounded data theory, the
effective indicators were identified, extracted and placed into 23
organizing themes and 96 basic themes. In the quantitative part and
in order to confirm the components from the perspective of experts,
the factor analysis method was used. The results showed the
significance of the measurement models and structural equations at
the 99% confidence level.
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EXTENDED ABSTRACT

Introduction

In recent decades, due to the development of financial products and services, the
complexity of financial communications, technological progress and the increase in the
speed of money flows in the world, money laundering methods have become much more
innovative. The fight against money laundering begins with controlling access to the
financial system and preventing the entry of dirty money into the financial system.
Therefore, banks are the core of the financial system protection network. In this regard,
the international experience in the field of anti-money laundering programs, all private
and state banks and credit institutions, are required to follow the principles that are
generally agreed upon by international organizations active in the field to combat money
laundering. All countries have anti-money laundering laws and actively follow anti-
money laundering programs.

The risk-oriented approach of fighting money laundering has a scenario based on risk
classification. In this method, people, areas, jobs, times and other risk conditions are
identified and classified, and based on the analysis, control scenarios are determined or
revised. However, in general, there is no standard and universal methodology that can be
accepted by all governments and institutions and can determine the nature and amount of
risk caused by money laundering operations. In this regard, the current research attempted
to provide useful knowledge of the design of a model to reduce the risk of money laundering
in banks and financial and credit institutions through foundational data theorizing and
using the factors that are discovered or created in this method. The main goal of the research
was to design a model to reduce the risk of money laundering in banks and financial and
credit institutions, and this framework was developed based on the foundation data theory.

Methodology

The current research was inductive and exploratory and collected data through semi-
structured interviews. As mentioned in the statement of the research problem, money
laundering is a complex concept, which is difficult to identify due to its unconsciousness,
and a review of the literature on the subject shows that many of the research studies
conducted in this field were conducted qualitatively. Considering that the main goal of
this research was to design a model for the risk of money laundering in banks and
financial and credit institutions, the need to investigate and explore at different levels of
the organization is necessary. For this reason, to understand the intangible aspects of the
subject, the foundation data theory method was used as with the help of this method, it is
possible to present the theory based on different factors and the relationships between
them. In this research, the researcher collected raw data by reviewing available scientific
documents and interviews, and based on the information received from the interviews, a
questionnaire was designed. First, in-depth qualitative data extracted from interviews,
not from existing theoretical bases, was collected, and then based on the components
extracted in the qualitative phase, detailed statistical measurements were also made in
the quantitative phase.
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At the data analysis stage, the most important task was to specify the categories of
indicators and events to familiarize the researcher gradually with the events and their causes.

Results and discussion

By examining the internal studies, it can be concluded that the present research is in line
with the research studies of Ansari, Pirsaraei, Rahbar, Rafiei, and Shamsabadi in terms of
content, method, some findings and results. In addition, it is different in terms of dimensions
such as the topic, methodology and approach used. The main difference can be found in the
fact that domestic research has mainly investigated money laundering and combating
money laundering. However, the current research has identified the risk factors of money
laundering by using the data theory of the foundation and implemented a systematic
framework, which has not been conducted thus far. The third distinction of this research
was from the perspective of newness and innovation in terms of subject. Taking into
consideration that Iran is a country in the aftermath of the JCPOA, one of its important and
basic needs is combating money laundering in the financial and banking system. The
banking system of every society is actually an important part of every financial system and
it is highly essential in the financial systems of countries. Because the importance of banks
in the national economy is such that they are known as the leading and central factor of
development, the set of pre-requisites for economic activities are collected and managed in
banks, the functions of size, investment, production, employment and growth in the field of
national economy are influenced by the decisions, actions and operations of banks and
credit institutions. Therefore, before adopting and applying any policy, monetary and
financial legislators must carefully analyze and measure its effect on the performance of
banks, and it is also necessary for trustees and executive and political officers to carefully
and based on accurate information express their views of banks.

The economy of Iran is significantly bank-oriented, which causes the sensitivities and
subtleties regarding the bank and its surrounding issues to be doubled, all ups and downs
in the banking system has a direct effect and undeniable effect on the national economy.
Therefore, it is essential to systematize the views of effective institutions in the field of
combating money laundering in the banking system of G.A., which has notbeen investigated
and analyzed thus far. Because of mentioned importance of the above issues, this research
closed the research gap in this field to a great extent and by examining international
strategies, it has created new capacities and abilities.

Conclusion

The results show the significance of measurement models and structural equations at
the 99% confidence level.
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