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Abstract  

Organized crime and money laundering are closely interconnected activities that pose serious 

threats to economic stability, governance, and public safety. Organized criminal groups are 

involved in illegal activities such as drug trafficking, corruption, human trafficking, financial 

fraud, and smuggling, which generate large amounts of illicit profits. Since these funds 

cannot be directly used within the legal financial system, criminals engage in money 

laundering to conceal their illegal origin and integrate them into the legitimate economy. 

Money laundering involves a series of financial transactions designed to disguise the source 

of illegal money through methods such as shell companies, hawala transactions, real estate 

investments, and complex banking transfers. This process enables criminal networks to 

continue their operations while weakening financial institutions and undermining the rule of 

law. 

In India, the Prevention of Money Laundering Act, 2002 (PMLA) provides the primary legal 

framework to combat money laundering and allows authorities to confiscate property derived 

from criminal activities. Enforcement agencies such as the Enforcement Directorate (ED) 

play a significant role in investigating and prosecuting such offences. This research paper 

examines the link between organized crime and money laundering in India and evaluates the 

effectiveness of the legal mechanisms established to combat these financial crimes. 

Keywords: Organized Crime, Money Laundering, Prevention of Money Laundering Act 

2002 (PMLA), Financial Crimes, Enforcement Directorate (ED), Illegal Financial Activities, 

Anti-Money Laundering Laws. 

                                                             
1LL.M. Student, Amity University, Noida, India. 

https://www.ijalr.in/


VOLUME 6 | ISSUE 3                               FEBRUARY 2026                                   ISSN: 2582-7340 

For general queries or to submit your research for publication, kindly email us at ijalr.editorial@gmail.com 
 

https://www.ijalr.in/ 

© 2026 International Journal of Advanced Legal Research 

1. Introduction 

Organized crime refers to criminal activities carried out by structured groups that operate 

systematically to earn illegal profits. These groups usually function through organized 

networks and are involved in activities such as drug trafficking, human trafficking, illegal 

arms trade, smuggling, cybercrime, and financial fraud. Organized crime poses a serious 

threat to the economic stability, governance, and security of a country.2 

Money laundering is the process through which illegally obtained money is disguised as 

legitimate income. Criminal organizations use money laundering to hide the illegal source of 

their funds so that the money can be used without attracting the attention of law-enforcement 

authorities. Generally, the process of money laundering involves three stages: placement, 

layering, and integration, through which illicit money is gradually introduced into the legal 

financial system.3 

For organized criminal groups, money laundering is essential because it allows them to use 

the profits generated from illegal activities. Without laundering the money, it would be 

difficult for such groups to enjoy or invest their illicit earnings.4 

To address this issue, the Government of India enacted the Prevention of Money Laundering 

Act, 2002 (PMLA). The Act aims to prevent and control money laundering and provides for 

the confiscation of property derived from criminal activities. It also empowers authorities to 

investigate and prosecute offenders involved in such offences.5 

2. Concept of Organized Crime 

Organized crime involves a group of individuals working together in a structured manner to 

commit serious crimes for financial gain. These groups operate over long periods and often 

have hierarchical structures.6 

Common forms of organized crime include: 

 Drug trafficking 

                                                             
2Jayant Umranikar, Organized Crime in India (Oxford University Press, New Delhi, 2009) 3. 
3B. Raman, Financial Crimes and Money Laundering (Manas Publications, New Delhi, 2011) 45. 
4United Nations Office on Drugs and Crime, Global Programme against Money Laundering (UNODC, Vienna, 

2018) 12. 
5Prevention of Money Laundering Act, 2002, Statement of Objects and Reasons. 
6Michael Levi, Organized Crime and Terrorism (Routledge, London, 2013) 14. 
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 Human trafficking 

 Illegal arms trade 

 Smuggling 

 Cybercrime 

 Financial fraud and corruption 

These activities generate enormous profits, which criminals attempt to hide through money 

laundering mechanisms.7 

3. Concept of Money Laundering 

Money laundering refers to the process of converting illegal income into apparently 

legitimate funds. It typically occurs in three stages:8 

1. Placement 

In this stage, illegal money is introduced into the financial system through banks, businesses, 

or cash deposits. 

2. Layering 

Multiple transactions are carried out to hide the origin of the funds, such as transferring 

money between accounts or countries. 

3. Integration 

The laundered money re-enters the legitimate economy through investments, property 

purchases, or businesses. 

Under Section 3 of the Prevention of Money Laundering Act, 2002, any process involving 

concealment, possession, acquisition, or use of proceeds of crime to project them as 

legitimate property constitutes money laundering.9 

 

                                                             
7United Nations Office on Drugs and Crime, Transnational Organized Crime in the Globalized World (UNODC, 

Vienna, 2010) 8. 
8Wouter H. Muller, Christian Kälin and John G. Goldsworth, Anti-Money Laundering: International Law and 

Practice (John Wiley & Sons, Chichester, 2007) 7. 
9Prevention of Money Laundering Act, 2002, s 3. 
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4. Relationship between Organized Crime and Money Laundering 

Organized crime and money laundering are closely interconnected because criminal groups 

must conceal the profits generated from illegal activities. Without laundering the proceeds of 

crime, it would be difficult for such groups to use or invest their illicit earnings openly.10 

4.1 Concealment of Illegal Profits 

Criminal organizations generate large amounts of illegal money through activities such as 

drug trafficking, corruption, and smuggling. Money laundering enables them to hide the 

illegal origin of these funds and present them as legitimate income.11 

4.2 Expansion of Criminal Enterprises 

Through money laundering, criminals are able to reinvest their illicit profits into legitimate 

businesses or financial investments. This helps them expand their operations and strengthen 

their criminal networks. 

4.3 Protection from Law Enforcement 

By conducting complex financial transactions and moving funds through multiple accounts, 

criminals obscure the financial trail of illegal money. This makes it more difficult for law 

enforcement agencies to trace the source of funds and identify offenders. 

4.4 International Criminal Networks 

Organized crime often operates across national borders. Money laundering facilitates the 

transfer of funds internationally through methods such as offshore accounts, shell companies, 

and trade-based laundering, allowing criminal groups to move and store their profits 

globally.12 

Because of these factors, money laundering acts as the financial backbone of organized 

crime. 

 

                                                             
10Peter Alldridge, Money Laundering Law: Forfeiture, Confiscation, Civil Recovery, Criminal Laundering and 

Taxation of the Proceeds of Crime (Hart Publishing, Oxford, 2003) 2. 
11Brigitte Unger and Daan van der Linde, Research Handbook on Money Laundering (Edward Elgar Publishing, 

Cheltenham, 2013) 18. 
12Financial Action Task Force, International Standards on Combating Money Laundering and the Financing of 

Terrorism (FATF, Paris, 2019) 6. 
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5. Methods of Money Laundering in India 

Criminal networks use several methods to launder illegal money in India. These methods help 

criminals conceal the origin of illicit funds and integrate them into the legal financial 

system.13 

5.1 Shell Companies 

Shell companies are fake or inactive business entities that exist only on paper. Criminals use 

these companies to move money through multiple bank accounts and transactions in order to 

hide the true source of funds. 

5.2 Hawala Transactions 

Hawala is an informal system of transferring money without the physical movement of cash 

through banks. It operates through a network of brokers and is often misused for transferring 

and laundering illegal funds. 

5.3 Real Estate Investments 

Criminals frequently invest illicit money in real estate or property purchases. This method 

helps convert illegal cash into legitimate assets and makes the funds appear lawful. 

5.4 Trade-Based Money Laundering 

In this method, criminals manipulate trade invoices, over-invoice or under-invoice goods, or 

create fake import and export transactions to transfer and disguise illicit funds. 

5.5 Financial Market Manipulation 

Illegal funds are sometimes invested in stock markets or other financial instruments. Through 

multiple transactions and investments, criminals attempt to conceal the origin of such 

money.14 

6. Legal Framework in India 

                                                             
13K. C. Mishra, Economic Offences (Central Law Publications, Allahabad, 2010) 112. 
14E. U. Rajan, Financial Frauds and Scams in India (Sage Publications, New Delhi, 2014) 156. 
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India has adopted several laws and institutions to combat organized crime and money 

laundering. 

6.1 Prevention of Money Laundering Act, 2002 

The Prevention of Money Laundering Act, 2002 is the primary legislation dealing with 

money laundering in India. The Act aims to: 

 Prevent money laundering 

 Confiscate property derived from illegal activities 

 Punish individuals involved in laundering criminal proceeds 

The Act also requires banks and financial institutions to verify customer identities and 

maintain transaction records.  

6.2 Enforcement Agencies 

Key enforcement bodies include: 

 Enforcement Directorate (ED) – Investigates money laundering cases. 

 Central Bureau of Investigation (CBI) – Investigates corruption and major financial 

crimes. 

 Financial Intelligence Unit – India (FIU-IND) – Monitors suspicious financial 

transactions. 

7. Case Studies in India 

Punjab National Bank Scam (2018)-This major financial fraud involved fraudulent letters of 

undertaking issued by bank officials that enabled companies linked to Nirav Modi to obtain 

large loans illegally. The case involved massive financial fraud and money laundering, 

leading authorities to attach properties under anti-money-laundering laws.15 

Saradha Group Financial Scandal-This Ponzi scheme collected billions of rupees from 

investors before collapsing. The funds were diverted through multiple companies and used 

                                                             
15Central Bureau of Investigation v Nirav Deepak Modi and Others, RC No 219/2018/E0001 (PNB Fraud Case). 
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for illegal investments, demonstrating the link between organized fraud networks and money 

laundering.16 

Recent investigations also show criminal networks using shell companies and bank accounts 

to move large amounts of illegal funds across financial systems.  

8. Challenges in Combating Money Laundering 

Despite the existence of strong legal provisions, several challenges continue to hinder the 

effective control of money laundering activities.17 

1. Complex financial transactions and digital currencies- The increasing use of 

sophisticated financial systems and digital currencies makes it difficult for authorities 

to trace the movement of illicit funds. 

2. International nature of organized crime- Organized crime networks often operate 

across multiple jurisdictions, which complicates investigations and requires strong 

international cooperation. 

3. Use of shell companies and offshore accounts- Criminals frequently use shell 

companies and offshore financial centres to conceal the ownership and movement of 

illegal funds. 

4. Slow judicial processes- Delays in investigation and court proceedings may reduce 

the effectiveness of enforcement actions against offenders. 

5. Difficulty in tracing ultimate beneficiaries- Identifying the real beneficiaries of 

illicit funds can be challenging due to complex financial structures and layered 

transactions. 

Additionally, critics have argued that enforcement actions under the Prevention of Money 

Laundering Act, 2002 sometimes raise concerns regarding due process and the protection of 

civil liberties.18 

9. Measures to Strengthen Anti-Money Laundering Efforts 

                                                             
16Subrata Chattoraj v Union of India (2014) 8 SCC 768. 
17Valsamis Mitsilegas, Money Laundering Counter-Measures in the European Union: A New Paradigm of 

Security Governance (Kluwer Law International, The Hague, 2003) 56. 
18Vijay Madanlal Choudhary v Union of India (2022) 10 SCC 1. 
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To effectively combat organized crime and money laundering, several measures need to be 

adopted and strengthened. It is important to enhance financial monitoring systems so that 

suspicious financial activities can be detected at an early stage. Greater international 

cooperation between countries is also necessary because organized crime and money 

laundering often operate across national borders. In addition, improving transparency in the 

banking and corporate sectors can help prevent the misuse of financial institutions for illegal 

activities. The use of advanced technology and data analytics can assist authorities in tracking 

complex financial transactions and identifying suspicious patterns. Furthermore, increasing 

public awareness and ensuring strict regulatory compliance among financial institutions and 

businesses can play a significant role in preventing money laundering activities. 

10. Conclusion 

The relationship between organized crime and money laundering is deeply interconnected. 

Organized criminal groups depend on money laundering to conceal their illegal earnings and 

sustain their operations. In India, the Prevention of Money Laundering Act, 2002 plays a 

crucial role in combating these crimes by criminalizing laundering activities and enabling 

authorities to confiscate illicit assets. 

However, the evolving nature of financial crimes requires continuous legal reforms, stronger 

enforcement mechanisms, and international cooperation. Addressing the link between 

organized crime and money laundering is essential for protecting economic stability, 

maintaining the rule of law, and ensuring national security. 
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