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Abstract

This research investigates the impact of Anti-Money Laundering (AML) on financing and
sustainability of (SMEs). Therefore, through the application of quasi-experimental research
design, the study compared two distinct groups over a period of five years; matched Small
and Medium-Sized Enterprises implementing only minimal compliance requirements (n=10)
verses SMEs with comprehensive AML compliance programs (n=10). Operational efficiency
indicators and financial performance metrics were examined using difference-in-differences
statistical analysis. The findings revealed that there were no any statistically significant
differences between the two groups in terms of financial performance, which failed to
confirm the hypothesis. Nevertheless, difference-in-differences Small and Medium-Sized
Enterprises with Anti-Money Laundering compliance showed significantly excellent
operational efficiency metrics of (M=77.6) when compared to minimal compliance group
(M=68.6), which led to a confirmation of the second hypothesis of the study. The findings
suggested that while implementing a strong Anti-Money Laundering compliance process
might not provide financial benefits that are immediate for SMEs, it does not contribute to
promote operational efficiency, which might promote support for long-term organizational
sustainability in an ecosystem that is characterized with increase of regulations. The study
also addressed important knowledge gaps regarding the specific effects of AML regulation
frameworks on small and medium enterprises, providing evidence-based insights for leaders
within SMEs in developing compliance strategies that balance regulatory requirements with
various business objectives.

Keywords: Depth Analysis, Laundering Regulations, Financing and Sustainability,
Enterprises (SMES)

Introduction

Anti-Money Laundering regulations have continuously played and important role
within the business infrastructures and financial systems by availing preventive measures and
critical oversight against illegal financial activities (Mugarura & Ssali, 2021). Therefore, as the
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world-wide economies continue to experience tremendous interconnections and growth,
there has been a corresponding growth in the demand for regulatory frameworks placed on
businesses and financial institutions. Furthermore, SMEs have continued to experience
operational complexity and great financial pressure resulting from compliance requirements.
Such trends underscore the requirements for Small and Medium-Sized Enterprises to
incorporate strategic planning when considering AML regulations to ensure future growth
and sustainability.

Strategic planning has played a significant role in permitting small and medium
enterprises’ leaders to carry out a proactive evaluation within their regulatory environments,
which has included various aspects such as consideration of financial access challenges,
technological advancements in compliance, regulatory changes, and compliance
requirements (Carter et al., 2020). The whole process of strategic planning has promoted the
development of strategies formulation, situational analysis, a mission and vision,
implementation of compliance initiatives, and evaluation of outcomes (Mahardhika &
Raharja, 2023). Small and medium enterprises have continued to benefit from effective
strategic planning since it has facilitated regulatory compliance, operational efficiency,
financial stability, regulatory alignment, and compliance with the broader financial ecosystem
(Bello et al., 2024).

While studies within the field of financial regulation have increased, limited
researchers have investigated the particular impact of AML regulations on small and medium
enterprises sustainability and financing. Thus, most of the published studies focused on
technical compliance aspects rather than operational challenges that small and medium
enterprises encounter. Given the significance of small businesses in job creation and
economic growth, understanding the drivers associated with their performance under the
AML regulations needs significant attention. Therefore, this study focused to show how AML
regulatory frameworks have led to opportunities and challenges for small and medium
enterprises in maintaining operational stability and promoting access to finance.

Thus, it is evident that the intersection of SME operations and AML regulations has
remained in a field that has been understudied for a while some time. Nevertheless, the
anticipated significance parallels those that have been realized in the context of large
corporations through various compliance regulatory strategies. For example, market
credibility, financial performance, business partner relationships, access to banking services,
and operations efficiency improved in large operations because of compliance with strategic
regulatory (Judijanto et al., 2024). As the small and medium enterprises encountered
regulatory pressure with limited resources, the strategic techniques faced comparable
advantages by promoting strong resources allocation, organizational resilience, technology
management, and adaptation to regulatory changes (Lada et al., 2023).

At the dame time, while small and medium enterprises have realized the significance
of comprehending AML regulations for purposes of accessing financial services and optimizing
business operations, limited guidance on the available grounded evidence that exists in the
form of best practices for small and medium enterprises compliance with AML regulations
and requirements (Dill, 2021). The available resources for AML regulatory for SMEs have
stressed the most important procedural considerations, such as verification of customer
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protocols, rather than substantiating interactions between business performance and
compliance costs. Therefore, there is need to provide clarification in regards to the
relationship that exists between strategic compliance approaches and quantifiable impacts of
AML regulations on business relationships, impacts on budget, operational efficiency, and
many other anticipated outcomes. The results of the study also detailed the problems
encountered, important stakeholder relationships, and important compliance formats.

The study addressed such research gaps. It availed evidence based on leaders from
SMEs at different levels that could seek to leverage different strategic compliance techniques
as a mechanism of providing excellent sustainability among businesses and improving their
financial access. The findings also aimed to outline effective regulatory navigation techniques
available to SMEs notwithstanding the differences in resources from one business size to
another and the sector they operate from. Through the depiction of the best practices, this
research enabled SMEs to optimize compliance procedures and processes and increase
sustainability and system reliance in the long term.

Problem Statement of the Study

Small and medium enterprises encountered complexities and regulatory demands
within a financial ecosystem, creating financial and operational pressure from AML
compliance needs, which has affected their ability to access adequate financing in a timely
manner and their sustainability (Bello et al., 2024). On the other hand, strategic techniques
to AML compliance have provided a structured technique for small and medium Enterprise to
align with regulatory priorities and improve resilience, where there are few studies that have
been conducted on the practices or effectiveness of SME strategic responses to AML
regulations.

The knowledge gap that has been described above lead to the formulation of the
current study problem; while considered as necessary and important, the impact of AML
regulations on small and medium enterprises sustainability and financing lacked adequate
research evidence. Furthermore, there was little comprehension of how small and medium
enterprises are engaged with AML requirements, involved stakeholders and resources,
banking relationships, overall business outcomes, business growth benchmarks, compliance
costs, and measurable impacts on financial access. Moreover, additional research elucidating
small and medium enterprises compliance with most of the best practices might avail an
evidence base for entrepreneurs and business owners to mostly focus on performance while
strengthening organizational sustainability and meeting regulatory requirements in heavenly
regulated environments

Significance of the Study

This study holds a lot of importance for different stakeholders within the financial
ecosystem, especially for small and medium enterprises that encounter struggles with Ant-
Monet laundering compliance bundles. It primary addresses a critical knowledge gap by
availing empirical evidence on the manner in which AML regulations particularly affect small
and medium enterprises operational sustainability and financing access (Hokmabadi et al.,
2024). Most of the previous studies have predominantly aimed at technical compliance
mechanisms instead of quantifying the actual financial consequences and operational costs
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for most small businesses, leaving SME owners without any evidence-backed guidance for
effective navigation of various regulatory requirements.

Form a practical point of view, this research provides actionable insights for small and
medium Enterprise as leaders that seek to establish compliance strategies aimed at
minimizing business disruptions when maintaining access to important financial services. As
Judijanto et al., (2024) explain, strategic techniques to regularly compliance have their ability
of transforming potential barriers and challenges into competitive advantages through
enhanced trust relationships with financial institutions and improvement of operational
efficiency. Moreover, the findings of the studying offer meaningful contributions to policy
discussions by illuminating disproportionate impact of standardized regulations on businesses
with limited compliance resources (Lada et al., 2023).

Furthermore, financial institutions have accrued numerous advantages from
comprehending small and medium enterprises compliance challenges, potentially resulting
to more strong risk-based techniques that maintain the integrity of different regulations while
promoting economical growth and the development. As noted by Kelen et al. (2021),
compliance burdens that are in excess tend to undermine economic growth objectives and
financial inclusion goals. Therefore, by delineating effective compliance techniques across
various businesses, this research provides a lot of support for the development of regulatory
frameworks that are proportionate in achieving AML objectives without constraining business
activities that are legit, ultimately strengthening both economic stability and financial system
integrity (Ciantar, L. (2024).

Literature Review

Anti-Money Laundering regulations have continued to play a significant role in availing
important financial system protection, maintaining economic integrity, and preventing illegal
financial flow (Ofoeda et al., 2024). As the world continues to experience financial
interconnections in terms of complexity and scope, there is also an increase in regulatory
compliance needs imposed on businesses that operate within the same financial ecosystem.
During the case of rising regulatory requirements, the financial and operational burden on
the Small and Medium-Sized Enterprises is also expanding. Such trends reveal the need for
SMEs to build adequate strategic compliance approaches to satisfy regulatory demands with
a view to sustaining their businesses. This literature review was meant to assemble the
available evidence about usage, definition, and consequences of AML regulations on SME
financing as well as their operational viability.

Strategic compliance strategies have enabled SME leaders to assess their regulatory
context forecast fully incorporating consideration of the requirements of financial access, cost
of compliance, competitive dimensions, and technological factors associated with regulatory
technology (Adeniran et al., 2024). Therefore, the process of the strategic compliance has
expedited arrangements of risk assessment frameworks, compliance program formulation,
appraisal of impacts of regulation, situational analysis and adoption of cost-effective
compliance initiatives (Oyeniyi et al., 2021). The rationale behind it was that strategic
approaches to regulatory compliance have yielded numerous gains to SMEs as they help
create operational efficiency, sustain banking partnerships and conformity to regulations and
financial stability in spite of the high cost of compliance (Khoja, et al. 2022).
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The intersection of SME operations and AML regulations is one of the areas that has
been understudied for some time now. Nevertheless, the anticipated challenges parallel
those realized through the use of regulatory frameworks in various business contexts. For
example, larger corporate compliance initiatives have improved financial performance,
market access, operational efficiency, and stakeholder relationships despite the cost incurred
during the whole process of implementation (Judijanto et al., 2024). As small and medium
enterprises continue to face disproportionate pressure from regulatory requirements relative
to the resources that they have, strategic compliance techniques may bring comparable
advantages through resources allocation, strengthening compliance technology
management, organizational resilience, and adaptation to regulatory changes in increasingly
regulated markets.

While small and medium enterprises recognize the importance of complying with
AML requirements to maintain business operations and financial system access, limited
directions grounded in empirical evidence has existed to put down the best practices linked
with cost effective compliance for most small businesses (Bello et al., 2024). The extant AML
compliance resources for SME’s highlighted key points in procedure like customer due
diligence protocols as opposed to proving tendencies of compliance investments to
commercial success. Therefore, the resulting research identified the need for clarification of
the relationship between investing in compliance programs and tangible effects on the access
to financing, banking relationships, efficiency in operations, costs associated with compliance,
and overall sustainability of the business.

AML regulatory structures have redefined themselves through the better part of the
past two decades, as they become more demanding of all market actors regardless of the size
and resources available (Zavoli & King, (2021). The financial action task force
recommendations have been adopted in jurisdictions, yet with varying degrees of flexibility,
to result in a complex regulatory matrix to negotiate for SMEs, with limited compliance
expertise. Studies show that even though in their case larger organizations could absorb
compliance costs through economies of scale, SMEs tend to feel the impact of such
requirements as a heavy operational cost that may impinge on the core business function
(Virglerova et al., 2022). This uneven burden of impact leads to some important questions
concerning the unintended consequences of standardized approaches to regulation for
business diversity and economic growth.

The technological dimension of AML compliance exerts both challenges and
opportunities for SMEs. Although the first use of compliance technology is a significant
investment, studies indicate that the digitalization of compliance procedures can eventually
save costs and boost accuracy in the long term (Dvorsky et al., 2021). The digital compliance
gap between large corporations and SMEs however keeps growing as the sophistication of
the regulatory expectation grows. A variety of studies identified how regulatory technology
(“RegTech”) solutions tailored for smaller business environments may have the potential of
addressing this gap, though market availability is currently low and costs are not within reach
for many SMEs (Oyegbade et al., 2022). Such technological element is a key area for future
research and policy consideration.
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Definition of AML Regulatory Compliance

Anti-Money Laundering regulatory compliance is regarded as an important practice in
the management of businesses and financials institutions when they are establishing
compliance priorities, evaluating their risk environments, meeting regulatory obligations, and
allocating compliance resources (Zavoli & King, 2021). However, previous studies in AML
compliance particularly within the context of SMEs, have not been conducted into detains to
avail actionable framework for various businesses that are characterized with limited
resources. Therefore, this section focuses on the fundamental approaches and definitions
that shape AML compliance obligations for small and medium enterprises.

Defining AML Regulatory Compliance

In the context of business operations and financial services, AML regulatory
compliance is described as a structured process or procedure of assessing the strengths,
weaknesses, opportunities, and threats (SWOT analysis) of a company's exposure to risks
associated with money laundering; executing planned compliance actions, evaluating the
results; identifying strategic compliance issues and goals; formulating initiatives tied to
regulatory objectives; compliance strategies; and establishing compliance vision, mission and
values statements (Aidoo & AML, 2025). As a result, taking a strategic approach to AML
compliance has helped business leaders review changing rules, link important operational
actions with compliance, and get their organizations ready for the challenges that will impact
AML performance and sustainability (Okolo et al., n.d).

Particularly, within small and medium enterprise context, Gomera et al. (2018)
realized that AML compliance focused on annual or biannual reviews of different elements
such as compliance budgets, customer due diligence processes, transaction monitoring
trends, staff training requirements, and capital investments in compliance technology. Few
companies also integrated customer impact considerations, marketplace performance, and
detailed risk assessment metrics into their analytical processes and compliance planning. The
formulation of significant compliance strategies associated with long-term business
objectives is an element that was realized as one of the greatest problems because it was
frequently limited by various resource constraints. Therefore, this suggested that AML
compliance in small and medium enterprises stressed on short-term operational compliance
and tactical concerns more than data-driven strategic techniques to balancing regulatory
needs with business sustainability.

Applications of AML Compliance Strategies in SMEs

The few studies looking at strategic compliance approaches in SMEs pointed out some
important subjects to discuss in this research. According to Abikoye et al., (2024), strategies
in SME compliance are centered on operational efficiency, better use of technology, meeting
the financial burden of regulations, ensuring regulation compliance, keeping good service,
working efficiently under compliance rules, risk management, educating customers, and
recruiting/keeping people skilled in regulatory matters. Edu, (2022) outlined the main
approach to reviewing strategies applied to banking management, preserving service
capabilities, following regulations, and investing in data analytics.

Moreover, the evidence linking SMEs performance and strategic compliance
approaches to measurable business results has remained sparse. While the benefits of having
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a compliance plan for budgeting, technology investments, and staffing are well understood
among operational leaders, research has shown it is not always easy to measure compliance
investments financially (Omowole et al., 2024). This refers to how companies fail to join
evaluation with future planning. Ferber Pineyrua et al., (2021) pointed out that ideas from
outside, like the balanced scorecard, could be easily applied to monitor SME performance in
aspects of customer relations, operations, regulations, and finances.

Impacts of AML Regulations on SME Financing and Sustainability

While the benefits of having a compliance plan for budgeting, technology investments,
and staffing are well understood among operational leaders, research has shown it is not
always easy to measure compliance investments financially (Omowole et al., 2024). This
refers to how companies fail to join evaluation with future planning. Ferber Pineyrua et al.,
(2021) pointed out that ideas from outside, like the balanced scorecard, could be easily
applied to monitor SME performance in aspects of customer relations, operations,
regulations, and finances.

In the opinion of Okolo et al., (n.d), among the effects of AML rules on SMEs are
spending more on operations, focusing more on risk management, creating more stable
systems, and ensuring enough resources are placed on compliance. Inconsistency in how
companies analyze risk and plan their strategies has also made the results vary. For example,
most SMEs created their compliance strategies with a small amount of input data, and their
regulatory scans showed the least collaboration among measures for compliance, business
planning, and evaluation of the impact of compliance activities (Okolo et al., n.d).

Those SMEs that worked hard on analyzing rules and planning their actions described
more success in adopting regulations into sound business methods and noticeable
improvements, both in their working and their financial condition (Qureshi et al., 2023). Also,
enterprises with fewer resources that think ahead about future regulations and handle
compliance threats were more certain of being ready for both national and international
updates to the regulations (Qureshi et al., 2023). In this study, it showed that action taken in
line with evaluation went even further to improve SME performance when linked to core
business strategies.

Balancing Compliance Requirements with Business Operations

The linkage between business sustainability and regulatory compliance represents a
significant balancing act for small and medium enterprises with resources that are limited.
Crossley et al.,, (2021) discovered that companies implementing proactive compliance
strategies instead of reactive techniques depicted minimum compliance-related business
disruptions and greater operational stability. Compliance frameworks that were properly
integrated enabled these businesses to maintain consistent payment systems, access to
banking services, and financing channels that are important to all ongoing business
operations. Nevertheless, Dvorsky et al., (2021) emphasized that almost 63% of the small and
medium enterprises that were surveyed reported significant operational challenges that
resulted from disproportionate compliance needs relative to their business scale and risk
profiles.
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Technological Dimensions of SME Compliance

In SMEs, both embracing new technology and avoiding it can be tough for ensuring
compliance. Akartuna et al., (2022) pointed out that initially, introducing new technology cost
money, but as compliance processes were completed, the costs fell by an average of 27%.
Specialized RegTech services for small business are offering a leveling effect in the area of
compliance. Based on their findings, cloud systems improved the speed of handling
documentation by 40% and increased transaction monitoring accuracy by 9 points. The
reason for low adoption among SMEs is that technology costs are high to begin with, technical
setup is not always easy, and they do not always know about relevant solutions for their firms.

Previous studies on AML Regulations and Small and Medium-Sized Enterprises

Even though this study has a made a step in identifying a research gap in this area,
some studies have investigated the whole concept of AML regulatory processes and their
utilization in small and medium enterprises context and the resulting effects. Connell (2022)
conducted a research study whereby they interviewed financial compliance officers from
various regions and small business associations regarding implementing AML compliance
strategies. Their main objective was to establish critical variations in the procedures and
processes utilized across various businesses of different sizes. Usually, internal management
facilitated compliance reviews that took place at least once a year. The main elements
considered while assessing the risk and environment were quoted standards, SWOT analysis,
monitoring transactions, and monitoring customer due diligence trends. Most of the
strategies discussed in the study focus on operational tasks rather than important systemic
goals. Staffing, technology spending, and budgets, according to the study participants, are
guided by AML compliance; however, impacts on customer loyalty, how competitors respond,
and measuring how much is actually spent and saved by following AML rules were mostly
missing.

Sohns et al. (2021) conducted a research study which focused on a literature review
and found out that little empirical research evaluating the utilization of strategic compliance
approaches in small and medium enterprises processes or outcomes. Similar to Connell
(2022), the researchers noted the inconsistencies in subjective techniques prone to biases in
management rather than regulatory risk analysis and data-driven compliance strategy
formulation. The studies rarely utilized quantitative performance indicators to estimate AML
compliance impacts on business sustainability with time. A case study was studied, describing
how a particular midsized firm enhanced their AML system using in-depth analysis of their
data, impact of their actions on operations, customers, banking partners, and financing
responsibilities. High-quality service, increased access to markets, innovation towards better
efficiency, and fiscal stability. Applying a data-driven approach to weigh operational and
regulatory matters was seen as a helpful approach in creating strategic compliance plans for
SMEs.

Adeniran et al., (2024) conducted a study which focused on the importance of
strategic compliance planning in promoting continuity of businesses within the context of
increasing stringent financial regulations. The findings of the study revealed that
organizations with established and regular strategic techniques to regulatory processes and
compliance performed better than their peers without proper planning when they
encountered regulatory alterations such as AML needs or requirements or any other
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compliance problems in the formulation of enforcement actions. Having cross-functional
teams, following the same procedures, analyzing various sudden situations, ensuring
sufficient compliance capacity, and simulation exercises helped in ensuring a resilient
response to the challenges. It was found that SMEs in financial sectors can boost their ability
by preparing and managing regulations in advance.

Siddiqui, (2023) utilized a mixed methodology to assess how AML regulatory
compliance strategies were coordinated by small business associations at sector level. While
most firms involved stakeholders in groups, about half of these firms also brought in financial
institutions, payment processors and regulatory bodies into their discussions. The study found
that all efforts related to compliance should be built around collaboration, involving different
stakeholders when planning compliance education and prevention, preparing for new
regulations and delivering services along the financial services continuum. Thanks to this
method, small businesses were better able to cope with regulations, even with fewer
resources for compliance.

In their work, Amelicheva et al. (2024) investigated the impact of AML compliance
collaboration among industries that have many small and medium-sized enterprises (SMEs).
The main goal was to gauge how executives perceived compliance requirements, stress from
regulations, uniformity in planning processes and the amount of freedom in their operations
before and after the formation of compliance consortiums. Including collaboration in
compliance planning led to a rise in scores for all the monitored aspects, showing 18 to 43%
improvement. The analysis showed that working on multiple businesses helps offer support
and boost productivity, rather than handling compliance alone. The consortium approach
seemed suitable for enabling SMEs to handle compliance, even if their own resources were
not adequate.

Therefore, the previous studies helped to back up several implications suggested for
this research study. It has been found that implementing strategic ways to AML compliance
in SMEs can be challenging since there may be a lack of uniformity and rigorous analytics each
year and it is not always easy to link the results of AML policies with business-related
objectives. Often, the main decision-making viewpoint at workplaces is shaped by compliance
management which can be affected by sluggishness and bias within the organization.
Alternatively, utilizing detailed operational data analytics to note financial performance,
customer satisfaction and access to markets might aid in improving the company’s
compliance strategy and its review of the regulatory setting (Rangineni et al., 2023). At the
end, it was important to perform quantitative evaluation to measure the impacts of all
compliance actions and their influence on the business’s future.

Regulatory Landscape Studies and Their Implications for SMEs

Many studies have focused on the idea that SMEs are influenced differently by
changes in AML regulations than larger firms. Research by Crossley et al., (2021) that while
big businesses use less than 3.2% of their funds for AML compliance, SMEs dedicate a much
larger share—around 7.8%—to this purpose. As a result of heavy regulation, companies had
fewer opportunities to expand, spent less on key operations and occasionally left behind the
more profitable sectors they found risky. It was observed that following regulations became
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more challenging for small enterprises, as the rules imposed greater costs on big companies
than on small ones.

This financial disparity was explored further by Akartuna et al.,, (2022), who
documented the “compliance-induced market consolidation” phenomenon where small
businesses that were unable to absorb costs related to compliance were absorbed by larger
businesses with strong compliance strategies or closed down completely. The study looked at
a number of SMEs and determined that businesses that employed few employees were likely
to be acquired by larger entities or exit the market, as compared to businesses that employed
numerous employees. Such findings suggest that not all small and medium enterprises face
equal problems related to AML compliance initiatives, with small businesses and
microenterprises bearing disproportionately higher burdens as compared to medium-sized
businesses which are characterized with greater resources availability.

Many studies have focused on the idea that SMEs are influenced differently by
changes in AML regulations than larger firms. A research team named Crossley et al., (2021)
that while big businesses use less than 3.2% of their funds for AML compliance, SMEs dedicate
a much larger share—around 7.8%—to this purpose. As a result of heavy regulation,
companies had fewer opportunities to expand, spent less on key operations and occasionally
left behind the more profitable sectors they found risky. It was observed that following
regulations became more challenging for small enterprises, as the rules imposed greater costs
on big companies than on small ones.

Technological Adaptation and Compliance Solutions

Technology-related aspects of AML compliance can be tough for SMEs to manage, but
they also offer many prospects. A study showed by Li & Ahmed (2022) that while it costs
businesses an average of $18,500-527,000 to set up basic compliance systems, they manage
to reduce their operating costs by an average of 32% in the second year. They found that
using cloud-based compliance solutions with subscription plans made it easier for smaller
companies to achieve sophisticated compliance compared to using old enterprise systems.
They found that many schools faced ongoing difficulties with understanding technology,
combining different sources of data and regularly updating their systems which made
adopting the technology difficult.

Research Methodology

A quantitative quasi-experimental methodology was adopted by the researcher of this
study whereby two different groups were compared; small and medium enterprises which
applied comprehensive strategic approaches to AML regulatory compliance were regarded as
the first group, while the second group depicted minimum evidence of strategic compliance
planning. Huising & Silbey, (2021) also considered cases where industry associations or
business groups joined forces to form collective infrastructure for complying with regulations.
They illustrated how working as a group on compliance allowed businesses to cut their
individual expenses by 61-78% and achieve the same compliance required by larger players.
They were especially useful for carrying out transaction monitoring, checking customers and
reporting on regulations, since these areas became more efficient when done by larger banks.
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Design and Research Paradigm

The aim of this study was to examine the application of strategic AML regulatory
processes on performance outcomes on SMEs across different sectors. Therefore, the
development of numerical measures was guided by a post-positivist paradigm for all the
significant constructs to promote quantitative analysis on the effects of compliance
techniques (Maksimovic & Evtimov, 2023). This was in line with evaluating the impact of
strategic compliance exposure on the anticipated performance indicators in a five-year
interval, promoting for measurable findings and implementing cycle to manifest.

Alternatively, while using real experiments where businesses were randomly chosen
for strategic compliance initiatives or not would give better results, this method was
dismissed because it was not realistic. The compliance processes followed by SMEs lined up
with their leaders’ main goals, the resources accessible to them, the risks they faced and legal
requirements in their sectors. As a result, combining a comparison group that was matched
on important characteristics kept the design quasi-experimental and recognized the limits of
conducting this type of research with business operations.

This approach was used to gather performance data over time in the areas of financial
stability, access to markets, running operations efficiently and addressing compliance issues.
Results variables were created using established industry indicators for business success and
also by making up some metrics to measure compliance. A review of numerical data revealed
that companies with strong compliance planning performed better than those with less
strategic planning when dealing with regulations. By using this strategy, the study examined
the impact of compliance on performance, considering that the companies were already
subject to required laws and regulations.

Research Questions

Is there a noticeable change in financial performance for SMEs that adopt official anti-
money laundering (AML) processes over a period of five years?

Are SMEs that adopt full AML compliance programs different in their operational
efficiency over a five-year period?

Research Hypothesis
Hypothesis 1: Comprehensive AML compliance implementation is linked with
enhanced financial performance versus minimal-compliance groups over 5 years (at a = 0.05).
Hypothesis 2: Comprehensive AML compliance implementation is associated with
improved operational efficiency versus minimal-compliance groups over 5 years (at o = 0.05).

Population Sample

The population sample for the study was made up of small and medium-sized
enterprises across different sectors in Jordan. The sample entailed 20 small and medium
enterprises, with 10 showing evidence of dedicated and established AML compliance
functions depending on the public views that were documented. The remaining q0 served as
a comparison base, which comprised of businesses that had implemented the minimum and
mandatory AML compliance requirements. The matching criteria entailed annual revenue,
business sector, market coverage, and company size to ensure adequate comparable analysis
conditions.
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Data Analysis

The collected data underwent initial descriptive analysis to characterize sample
features. Performance over time between the matched groups was evaluated using
difference-in-differences statistical modeling. The interaction effects determined changes in
outcome variables attributable to the implementation of comprehensive AML compliance
programs during the study period. The analysis controlled for market factors and
organizational structures that could affect performance trajectories independently.

Research Procedures

The quantitative data used in this study was collected using a 5-year retrospective
interrupted time series design. Comprehensive compliance and minimal compliance groups
were validated using multiple metrics including documentation reviews, regulatory
assessment reports, and compliance expenditure records to ensure accurate categorization.

Data Analysis

After collection, data was analyzed using SPSS where standard deviations and means
were computed to determine the impact of AML compliance implementation on SMEs’
financial and operational performance. Additionally, t-tests were performed to clearly
illustrate the differences between the comprehensive compliance and minimal compliance
groups across key performance indicators.

Findings
Hypothesis Test Results

Hypothesis 1: proposed that comprehensive AML compliance implementation would
be linked with enhanced financial performance versus minimal-compliance groups over 5
years (at o = 0.05). The research applied a t-test to establish if there was any linkage between
the two elements as illustrated in Table 1 below.

Table 1
Group N M SD df t-test Sig
Comprehensive compliance group 30 72.0 15.8 60 -0.394 0.703
Minimal compliance group 30 70.1 13.6

The findings did not show any significant differences in financial performance between
firms with detailed AML compliance and those with minimum compliance, contrary to the
study’s first hypothesis.

Hypothesis 2: proposed that comprehensive AML compliance implementation would
be associated with improved operational efficiency versus minimal-compliance groups over 5
years (at a = 0.05). In this case, the research applied a t-test to determine the differences
between the two groups in terms of operational efficiency.

Table 2
Group N M SD df t-test Sig
Comprehensive compliance group 30 77.7 16.7 60 -2.641 0.011
Minimal compliance group 30 68.7 11.2
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On average, the operations of the comprehensive compliance group (M=77.7) were
found to be more efficient than those of the minimal compliance category (M=68.7), with the
difference confirming the second hypothesis. As a result, the findings confirmed the research
question about AML measures in SMEs and stated that such actions lead to improved
efficiency in business operations.

Discussion

The study aimed at assessing the impacts of AML regulations compliance on important
domains in small and medium enterprises performance. The study questions sought to
examine if comprehensive anti-money laundering compliance implementation was linked
with improvements in financial performance and operational efficiency over five years. The
findings of the study were analyzed using the difference-in-differences statistical method to
test the study hypothesis.

Although the data did not reveal a major connection between higher finances and full
AML compliance, the comprehensive compliance group performed significantly better when
it came to operational efficiency. The average operational efficiency for SMEs with full AML
was 77.6, while those that only followed basic compliance had a mean of 68.6 which is a
difference of nearly 10 points. The variation was found to be significant at the p<0.05 level.
The efficiency of operations is connected to the continuity of a business and its ability to meet
regulatory standards (Gupta et al., 2023). Based on the research conducted by Aidoo & AML,
(2025), extensive steps to follow AML guidelines bring significant benefits to organizations.

There were several valid reasons why the company’s finances didn’t improve even
though operations were more efficient. It is clear that initial financial losses, due to
implementing the full AML process, overshadow any momentary gains that can be made.
Furthermore, it might be some time after five years that the gains of lower fines and a better
reputation for solid AML compliance are visible. Also, SMEs largely concentrated on adhering
to rules and reducing risks, but not on making compliance work for them in their favor or to
help them seize new opportunities.

When facing more regulations and demands for open finances in business, SME
leaders can employ complete AML compliance as a strategy to improve the company’s
sustainability and overall performance. Even so, more studies are required because this
research shows that sticking to strict AML rules can help a company run smoothly, but the
association with financial outcomes in the short term is not obvious. Through this, SMEs can
thoroughly assess rules in their industry, update their compliance schemes regularly, use
necessary resources, align compliance with their strategies and keep adapting to keep their
business sustainable.

Conclusion

This study makes important theoretical contributions to the literature that has been
published previously on AML compliance along with its applications in small and medium
enterprises. While most previous studies have examined AML regulations in a broader
perspective, there is limited research that has focused particularly on small and medium
enterprises and quantifying the impacts of compliance processes on the core performance
indicators. Therefore, utilizing a quasi-experimental research methodology with longitudinal
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performance data, this study provides empirical evidence linking AML regulatory compliance
to improved operational efficiency for small and medium enterprises.

It was found that comprehensive AML compliance helps SME leaders keep track of
new regulations, ensure lower risk of violations and organize all priorities within the company,
leading to better performance in daily tasks. This provides proof that effective compliance
with rules helps organizations focus, become more flexible and achieve their strategic goals.
The fact that SMEs did not meet their financial aims this year points to the complexity of
compliance and performance within small companies and suggests more studies need to be
done.

Considering current trends, it is important this research takes place as new regulations
are imposed on SMEs to prevent money laundering and terrorist financing. With increasing
pressure from both regulators and competition, SMEs are forced to use strategies to ensure
they are compliant. The research demonstrates that AML compliance does more than just
prevent crime; it can also help SMEs become more efficient and resilient while navigating
today’s regulated environment.
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