“Combating money laundering and terrorism financing instructions in Jordan”

AUTHORS

ARTICLE INFO

DOl
RELEASED ON
RECEIVED ON
ACCEPTED ON

LICENSE

JOURNAL
ISSN PRINT
ISSN ONLINE
PUBLISHER
FOUNDER

Walid Muhammad Masadeh @ https://orcid.org/0000-0001-8355-1825
Abdullah Tayel Al Hassan

Walid Muhammad Masadeh and Abdullah Tayel Al Hassan (2018). Combating
money laundering and terrorism financing instructions in Jordan. Banks and
Bank Systems, 13(3), 81-94. doi: 10.21511/bbs.13(3).2018.08

http://dx.doi.org/10.21511/bbs.13(3).2018.08
Wednesday, 05 September 2018
Tuesday, 08 May 2018

Tuesday, 07 August 2018

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

"Banks and Bank Systems"

1816-7403

1991-7074

LLC “Consulting Publishing Company “Business Perspectives”

LLC “Consulting Publishing Company “Business Perspectives”

32 0 8

© The author(s) 2026. This publication is an open access article.

:/E EEJRSSI EIEE(?TSWES businessperspectives.org



/).~
o Call

BUSINESS PERSPECTIVES

¢

LLC “CPC “Business Perspectives”
Hryhorii Skovoroda lane, 10, Sumy,
40022, Ukraine

www.businessperspectives.org

Received on: 8% of May, 2018
Accepted on: 7" of August, 2018

© Walid Muhammad Masadeh,
Abdullah Tayel Al Hassan, 2018

Walid Muhammad Masadeh,
Assistant Professor of Accounting,
Doctorate of Business
Administration, Hashemite
University, Jordan.

Abdullah Tayel Al Hassan, Master
of Accounting and Financial
Management, Hashemite University,
Jordan.

@O®S

This is an Open Access article,
distributed under the terms of the
Creative Commons Attribution-Non-
Commercial 4.0 International license,
which permits re-use, distribution,
and reproduction, provided the
materials aren’t used for commercial
purposes and the original work is
properly cited.

Banks and Bank Systems, Volume 13, Issue 3, 2018

Walid Muhammad Masadeh (Jordan), Abdullah Tayel Al Hassan (Jordan)

COMBATING MONEY
LAUNDERING AND TERRORISM
FINANCING INSTRUCTIONS

IN JORDAN

Abstract

This study aims to identify the extent of the response of operating banks in Jordan
to the anti-money laundering and terrorism financing instructions set by the Central
Bank of Jordan, and to enumerate the effectiveness of these sets of laws, the echelon
of cooperation with the relevant government agencies and the impact of contiguous
political and security conditions on the anti-money laundering and financing of ter-
rorism. To attain the objectives of this study and to test its hypotheses, a descriptive
analytical method was followed based on related data of the Central Bank instructions
and the engaged procedures by operating banks to combat money laundering and fi-
nancing of terrorism. Therefore, a questionnaire was designed and distributed to the
managers of anti-money laundering departments in operating banks in Jordan. The
study shows various outcomes, the most important is the high responding of operat-
ing banks in Jordan to the instructions of the anti-money laundering and terrorism
financing issued by the Central Bank of Jordan. The existence of practical application
of money laundering and terrorism financing instructions fights against money laun-
dering and terrorism financing in banks in Jordan at a soaring level. In addition to the
functional cooperation by the competent governmental authorities in the fight against
money laundering and terrorism financing, this study introduces a set of recommen-
dations to reinforce the cooperation level for every related party to achieve a high level
of cooperation in the field of the anti-money laundering and financing of terrorism.

Keywords money laundering, terrorism financing, Jordan banks
response
JEL Classification k41, G21

INTRODUCTION
AND LITERATURE REVIEW

The incident of illegal money laundering caused by a crime, especially
from drugs and arm trade funds, has recently increased. That was creat-
ed because of several factors such as banking secrecy, the phenomenon of
financial globalization, the opening up of world’s economies, the integra-
tion of international financial markets, free economy and free trade, the
revolution of modern technology and the development of global banking
and financial systems. It was necessary to take actions to cooperate to
prevent the economic and social networks from such crimes.

The phenomenon is considered an international crime, and it was nec-
essary to unite global efforts to combat and reduce the use of global
economic systems in money laundering and terrorism financing. One
example of international efforts is the formation of the Financial Task
Force (FATF). It covered many recommendations and general guide-
lines in the field of combating money laundering and financing of ter-
rorism at the international level. Also, the “Forty Recommendations”
that includes the effective procedures in tackling these crimes on both
the local and international levels.
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Banks are one example of extensions that can be used to transfer illegal funds in many ways; the most
important is the speed and overlapping of banking operations. Money launderers cannot carry out such
transactions without using the services provided by the banking system to customers. It became more
difficult because of the improvement in banking operations and the use of modern electronic services,
which require high and sufficient control to reduce the use of the banking system in such crimes.

Many countries have combated money laundering and terrorism financing in all possible ways. They es-
tablished specialized units to combat money laundering and set distinctive laws to combat money laun-
dering and terrorism financing. Sure regulators raised the need to fight such crimes in Jordan, there-
fore a unit for money laundering and terrorist financing was established in The Hashemite Kingdom
of Jordan called AML/CFT Unit. This unit was formed according to the provisions of Law No. (46) of
2007, called AML. The Central Bank of Jordan ordered Anti-Money Laundering and Counter Terrorist
Financing Instructions No. (51/2010) to be applied in banks operating in the Kingdom.

This study aims to highlight the importance of the money laundering and terrorism financing incident,
which is considered one of the most severe financial crises in the world, which the governmental and
private institutions suffer from. It is regarded as a crime that threats the economic and financial sta-
bility in the world, which directly contributes to maximizing the imbalance and financial stability and
impeding economic growth development and the adverse effects on all economic, social and political
aspects at the local, regional and international levels.

The recommendations of the Financial Action Task Force (FATF), therefore, emphasized the signifi-
cant role of the banking system in combating the crime of money laundering. Financial institutions
must be subjected to the adequate regulation, control, and the effectiveness of monitoring systems to
ensure compliance with AML/CFT requirements. Supervisors must have the powers to carry out audits
and be empowered to require financial institutions to provide any relevant information (FATF, 17-26).
Therefore, many countries have combated money laundering in all possible ways and means to maintain
economic security and protect all sectors from any risks when it comes to safety and stability of their
finances so that they can prevent the commission of financial crimes. Many countries have established
specialized units and set several laws to combat money laundering.

Besides, the issue of combating money laundering and terrorism financing has received particular atten-
tion from regulators in Jordan. A specific unit has been established to combat money laundering in the
Hashemite Kingdom of Jordan by Law No. 46 in 2007 called AML/CFT Law. Therefore, the Central Bank
of Jordan set the Anti-Money Laundering and Counter Terrorist Financing Instructions No. (51/2010),
which included instructions and guidelines to combat money laundering, to shed light on this matter to
be observed before implementing the banking process, by international developments and modern proce-
dures introduced to the AML/CFT system and the proliferation of arms by the FATF. The high costs were
incurred by banking institutions, even in the set of legislation and laws, it still requires to highlight the
efficiency of this legislation and its ability to prevent money-laundering and the purpose in which it was set
for compared with the high costs incurred by banking institutions (Magnusson, 2009).

Money laundering has become a problem and a global phenomenon that affects the stability of the eco-
nomic, social and political security of all countries, because of the massive development of the telecom-
munication sector, spread of the internet, the use of banks for technological systems, and the geographi-
cal borders, which are no longer a barrier for money laundering. These reasons caused the international
community to build up more efforts and cooperation in combating this phenomenon, which took full
concentration on both the local and international levels.

Reports and statistics from specialized resources, the International Monetary Fund (IMF), indicate that the
current volume of money-laundering operations ranges from $ 620 billion to $ 1.6 trillion, which means

82



Banks and Bank Systems, Volume 13, Issue 3, 2018

2%-5% of the world’s GDP. According to specific information, money laundering in Russia varies between
25% and 50% of Russia’s GDP, 10% in the Czech Republic, and 7%-13% in Britain. Switzerland, the USA,
and Mexico are considered a significant haven for money laundering according to the latest updates in 2011,
which has not been updated since that year (International Money Laundering Conference, 2011).

Money laundering, as defined in the Palermo Convention (the Convention on Transnational Crime
of the United Nations of 2000), Article 6, is the transfers or transmits of property with the knowledge
that their source is a result of criminal offense with a view to withholding or concealment of their illicit
origin, or helping anyone connected with the commission of the related crime to evade the legal conse-
quences of their acts, cover-up of the true nature, origin, location, disposition, transfer rights or proper-
ty knowing that their source is considered as a criminal offense. Al Khatib (2005) defined it as “a crime
based on fabricating a false reality and making it real by concealing and disguising the true nature of
money obtained illegally utilizing fictitious physical operations intending to legitimize it”.

The term “money laundering” has been traded at the international, regional and local levels, which deals
with economic, financial and social crimes, on the basis that they are related to illegal activities and that
they are recognized as legitimate by the same regulations that criminalize them and within the terri-
torial limits, to which these laws apply. Numerous concepts have emerged for the laundering of money
derived from international legal codes and international bodies, which have meant this concept.

Money laundering involves a series of multiple and specialized transactions aimed to disguise the
source of financial assets so that these assets can be used as legal funds derived from legitimate sourc-
es of operations (Agarwal & Agarwal, 2004). In 2012, FATF summarized the stages of money laun-
dering to three steps according to international standards. In the first stage, the deposit stage, illegal
funds are disposed of by employing them in various legal ways such as depositing them in the bank
or a financial institution, or by converting them into foreign currency. The second stage, the stage of
camouflage, is that, in which the money owner camouflages his crime through a group of banking
operations to legitimize to hide the offense and the illegal source. The most famous camouflage tech-
niques are the transfer operations from one bank to another or the electronic transfer. The third stage,
the integration phase, is the last stage in the money laundering process, in which the legal source
is added. At this stage, it is integrated into economic and banking operations to make it appear as
profits from legal business transactions such as the establishment of fictitious companies or non-re-
al loans. Distinguishing between legitimate and illegitimate funds is difficult. Studies on combating
money-laundering and financing of terrorism have varied, even if they are considered an insignificant
phenomenon, especially at the local level.

As stated earlier, these crimes have adverse effects on all economic, social and political sections; regula-
tors and instructions are required to let banks respond to these instructions and maintain a high level
of efficiency by applying these instructions, which will be shown in this case study. To summarize this

problem, some questions were answered:

o Towhat degree did the operating banks in Jordan deal with the instructions set by the Central Bank
of Jordan to combat money laundering and terrorist financing?

« How effective are the anti-money laundering and terrorist financing regulations established by the
Central Bank of Jordan to limit these operations in banks operating in Jordan?

To answer the questions raised in the study problem, the assumptions can be formed as follows:

First assumption (H0I): There is no response from banks operating in Jordan to implementing the
anti-money laundering and terrorism financing instructions set by the Central Bank of Jordan.
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o Second assumption (H02): The guidelines established by the Central Bank of Jordan do not have
any active role when it comes to operating banks dealing with anti-money laundering and terrorism

financing in Jordan.

1. DATA AND METHODOLOGY

In this study, the analytical descriptive approach
was followed by drawing on the references and
sources that dealt with the subject of the research
and by collecting the information through the
questionnaire. The questionnaire was distribut-
ed to the managers and staff of the compliance
departments directly concerned with the imple-
mentation of the control instructions on money
laundering and terrorism financing issued by the
Central Bank of Jordan.

1.1. Study sample

The statistical population of the study consists
of all the banks operating in Jordan, according
to the 2015 classification of the Central Bank of

Jordan (24 banks). Table 1 shows the study popula-
tion, with a response rate of 100%. Accordingly, a
comprehensive survey of the study population was
conducted due to two aspects. First, the number
of banks to which the questionnaire was distrib-
uted is identical to the total number of the study’s
population (24). Second, the number of surveys
retrieved and analyzed is similar to the number
of directors and employees of the compliance de-
partments directly concerned with the implemen-
tation of the instructions of combating the money
laundering and terrorist financing issued by the
Central Bank of Jordan (157 in each bank).

1.2. Data collection methods

The study was based on a questionnaire designed
based on the theoretical framework and the re-

Table 1. Society and sample of the study (hnumber of banks, recoveries and percentage)

Bank name

Number of questioners

1 The Arab Bank

39

19

13

o
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sults of the preceding studies, in addition to the
instructions of the Central Bank of Jordan No.
51/2010 for combating money laundering and fi-
nancing of terrorism.

The questionnaire consists of two main parts.
The first part aims to identify the characteris-
tics of banks operating in Jordan in general, and
precisely the procedures followed by the banks
in the field of money laundering and terrorism
financing. For example, the bank’s capital, legal
status, bank services to customers, the systems
and departments which the bank relies on when
it comes to combat money laundering operations
and to financing terrorism. Besides, the demo-
graphic characteristics of the respondents were
identified, such as the level of education, scien-
tific specialization, and the years of experience
in the field of banking, especially in the area of
supervision of money laundering. The first part
includes 9 questions, and 1-9 words assigned in
the questionnaire.

The second part aims to measure the hypotheses
of the study. This section consists of 48 parts di-
vided into four main points:

o The first point seeks to measure the response
of the operating banks in Jordan to the imple-
mentation of the instructions of combating
money laundering and terrorism financing set
by the Central Bank of Jordan. This section is
composed of 11 paragraphs and 10-20 state-
ments assigned in the questionnaire.

o The second point aims to measure the effec-
tiveness of combating money laundering
and financing terrorism in Jordan operating
banks. This part includes 14 paragraphs and
21-34 words assigned in the questionnaire.

It depends on the Likert scale, which includes five
steps: strongly approved, approved, neutral, disa-
greeable, and strongly disagreeable. It was distrib-
uted to the study community which composed to
managers and the employees of the compliance
departments in the operating banks in Jordan,
which are directly concerned with the implemen-
tation of anti-money laundering and financing
terrorism regulations set by the Central Bank of
Jordan.
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1.3. Methods of data analysis

To achieve the objectives of this study and to test
its hypotheses, the data collected from the ques-
tionnaires were extracted, and the information
gathered from the relevant parties was released.
157 questionnaires were retrieved. These data
were analyzed using statistical analysis software
(IBM-SPSS) to produce numerical results that
can be understood and compared, depending on
statistical methods used in data analysis, such as
central tendency scales and scattering parame-
ters (arithmetical averages, standard deviations,
percentages and frequencies, and the “one-sam-
ple t-test”).

1.4. Data analysis and hypotheses
testing

To analyze the results of the questionnaire,
the authors relied on the estimated arithmetic
mean, which equals 3, and adopted a criterion
to judge the degree of approval by giving the
relative average of responses for the question-
naire. To test the hypotheses, the authors should
make sure that the data follow the Normal Test
Distribution, since the most scientific tests re-
quire that the distribution of data should be
normal. As mentioned above, the questionnaire
consisted of two main parts. The first part aims
to identify the characteristics of banks operat-
ing in Jordan and the procedures adopted by
these banks to combat money laundering and
terrorism financing, and also to determine the
demographic characteristics of the respondents.
The second part aims to identify the extent of
the response of operating banks in Jordan to
the AML/CFT instructions. The analysis of the
data and the results of the hypotheses will be
represented according to the order of the parts
in the questionnaire. Sub-section 1.5 gives a
descriptive analysis of the demographic char-
acteristics of banks responding to the study
questions. Sub-section 1.6 represents the demo-
graphic characteristics of individuals answering
the study questions. Section 3 describes the re-
sults of the study hypotheses related to the in-
structions of combating money laundering and
financing terrorism in operating banks set by
the Central Bank of Jordan.
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1.5. Descriptive analysis
of demographic characteristics
of the operating banks in Jordan
(sample study)

Table 2 shows the classification of banks re-
sponding to the questionnaire, according to the
legal position and the capital of the bank. 17 lo-
cal banks responded to the survey with 100%
response rate. 157 questionnaires were filled
out by 132 local banks, and 25 by foreign banks.
Local banks scored 84%, while foreign banks
scored 16%.

Table 2 shows the classification of banks re-
sponding to the questionnaire according to their
capital. The number of questionnaires filled by
banks with a capital of JD 50 million was 13.
The number of questionnaires filled by banks
with JD 50 to 99 million was 5. Finally, the num-
ber of questionnaires filled by banks with a cap-
ital of JD 100 million, and there were more than
139 questionnaires, which scored 89%.

1.6. Descriptive analysis
of demographic characteristics
of individuals answering the
study questions

Table 2 shows the distribution of the study sam-
ple according to the scientific qualifications.
The respondents were divided into four catego-
ries: Diploma, Bachelor, Master, and Ph.D. The

study population was limited to the employees
and managers of the compliance departments in
the operating banks in Jordan. It was found that
less than 1% of the respondents had a “diplo-
ma” and that 73% of the respondents had bache-
lor degrees, 27% of respondents had a scientific
qualification MA, and less than 1% had Ph.D.

Table 3 shows the distribution of the sample
according to the year numbers of experience.
It followed categories: from 3 years, 4-5 years,
6-10 years, more than ten years. Table 3 shows
that the experience of employees and manag-
ers of banking compliance departments is re-
markably long. 35% of respondents have more
than ten years of experience. This indicates that
working in such departments in banks requires
practical and professional experience, and a
long time in banking business requires strong
skills of understanding the banking labor. It al-
so indicates the interest of banks operating in
Jordan and complying with the directives of
the Central Bank of Jordan and international
standards in providing banks with qualified
and trained staff for working in the Compliance
Department. 27% of the respondents had expe-
rience of 3 years, 11% of the respondents had 4
to 5 years of experience. Finally, Table 3 showed
the distribution of the study sample by special-
ization. Respondents were divided into four
main categories (Accounting, Finance, Business
Administration, Others). It was found that 23%
majored in accounting, 15% in finance, 32% ma-
jored in business administration, and 30% are
majored in different disciplines such as law and
political science.

Table 2. Distribution of the study sample (the operating banks in Jordan) according to the legal status
and capital of banks responding to the questionnaire

. . Number Number o
Characteristics Frequency categories of banks of questionnaires Percentage, %
Local bank 17 132 84
The legal status T o
of the bank Foreignbank ——+ 7 - 25 B 16 -
Total 24 157 100
50 million 5 13 8
: From 51 to 99 million : 2 5 3
Capital of the bank """""" rm—— T
100 million and more : 17 : 139 89
Total 24 157 100
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Table 3. The distribution of study subjects according to their academic qualifications, specialization
and experience in combating money laundering and terrorism financing

Characteristics Frequency categories

Number of views Percentage, %

Qualification

100

27

Experience

1
27

35

100

23

15

Specialization

2. RESULTS

To test the hypotheses of the study, the researcher
extracted the arithmetical averages and standard
deviations of each response, for each paragraph of
the questionnaire according to the field the par-
agraph belongs to. Then, they discriminated the
answers of individuals according to the mathe-
matical averages to the following categories in line
with the five-dimensional Likert scale based on
the following equation:

Range for category = (upper limit - minimum) /
number of categories = (5-1) / 3 = 1.33.

According to the answer:

o 'Thelevelis high if the arithmetic mean is from
3.67 to 5.

o The level is average if the arithmetic mean is
from 2.34 to 3.66.

o Thelevel is low if the arithmetic mean is from
1to 2.33.

Testing the first hypothesis HOI:
There is no response from the operating banks in
Jordan to implementing the AML/CFT regula-

tions set by the Central Bank of Jordan.

Table 4 shows the statistical averages, standard de-
viations, level of importance, and rank of the par-

agraphs related to the measuring the response of
the operating banks in the Kingdom to applying
the instructions of combating money laundering
and financing terrorism set by the Central Bank
of Jordan.

Based on the Table 4 results, the lowest mean
of paragraph 15 reached 1.296, indicating that
banks were unable to do due diligence towards
some customers who do not open the account
or implement banking transactions. This shows
that there is a valid response by banks to ap-
plying the AML/CFT instructions set by the
Central Bank regarding due diligence towards
customers before opening accounts. The stand-
ard deviation of 1.296 indicates the existence
of an agreement among the respondents in this
paragraph.

The banks which are interested in each of the above
paragraphs are noted with a high level of impor-
tance with an average of 3.67, indicating the re-
sponse of the operating banks to the instructions
of AML/CFT set by the Central Bank of Jordan,
like the following:

1. When the new clients do not submit the sup-
porting documents to the banks after opening
the account, their accounts are terminated.

2. There is an automated system at the banks, to
monitor the movements of customers com-
mensurate with the size of their economic
activity.
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Table 4. Indicators measuring the banks’ responses to the instructions set by the Central Bank

of Jordan
The . Standard Level of
number ltem SMA . deviation : importance : Rank
1 Do you have specialized policies and procedures to combat 491 : 0.286 High 1
money laundering and terrorism financing? ;

i Do you believe that the bank gives a degree of importance
: to verify the identity of the client and obtain the identity .

12 : documents of the customers when the relationship with them 4.85 0.378 High 2
i begins?
- The bank interprets the international lists of clients before .

v i opening their accounts 485 0.395 High 3
- The bank is aware of the importance of combating money .

10 i laundering and terrorism financing 4.84 0.384 High 4
* The bank shall notify the AML/CFT Unit of the operations .

20 suspected of money laundering and terrorist financing 4.83 0421 High >

14 6
i The bank takes special due diligence

16 i h 7
i transactions of customers
“Your organization gives a degree of importance to updating .

13 i client data every two years or when needed ; 4.66 ; 0.594 ; High ; 8
‘ There are automated systems at the bank to monitor customer

19 movements and their suitability to the size of their economic 4.61 0.723 High 9
{activity
{When new customers do not submit bank identification : .

18 i documents after opening the account, their accounts are closed : 4.06 1.066 High 10
When the bank is unable to pay due diligence to certain

15 icustomers, the account is opened or bank transactions are 2.21 1.296 Low 11
i executed

Response of Banks Operating in the Kingdom to implementing the anti- :
money laundering and terrorist financing instructions issued by the Central |  4.48 0.6 High -

Bank of Jordan

3. Banks give priority to updating clients’ data
every two years or when needed.

4. Banks verify the source of their clients’ wealth.

5. Banks shall pay special due diligence to unu-
sual transactions of customers.

6. Banks shall notify the AML/CFT Unit of the
operations suspected of money laundering
and terrorism financing.

7. Banks are aware of the importance of combat-
ing money laundering and terrorism financing.

8. Banks give a degree of importance to verify
the identity of the client and obtain the identi-
ty documents of the clients when the relation-
ship with them begins.

9. Banks shall inquire about international lists of
customers before opening their accounts.
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10. Banks have specific policies and procedures
to combat money laundering and terrorism
financing.

In general, the computational mean of the total is
related to the measure of the response of the oper-
ating banks in Jordan; to the implementation of the
Anti-Money Laundering and Financing Terrorism
Regulations set by the Central Bank of Jordan 4.41,
which indicates that the high level of application to
AML/CFT regulations .0.6 means an agreement be-
tween the respondents on the paragraphs in general.
By testing the first hypothesis, the “T-Test” was used
for one sample by a reference value representing the
average score of the Likert scale of 3.

Table 5 shows the results of this hypothesis test. Based
on the results of the previous table, it was found that
the calculated value of “T” 119.03 is greater than the
tabular value of “T” 1.96, and that the a level is less
than 0.01, which means rejecting the null hypothesis
and accepting the hypothesis, i.e., there is a response
by the operating banks in Jordan to implementing



Table 5. Results of the first hypothesis test using the
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one-sample, T- test

The calculated T tabular Degrees of . Statistical

¢ A result of the

Dimension t values value freedom : significance (o) hy{é(s’:il:ﬁgs's
Response of banks operating in the : : :
Kingdom to implementing the anti-money :
laundering and financing terrorism 119.03 1.96 156 0.000* Rejected

instructions set by the Central Bank of
Jordan

the anti-money laundering and terrorism financing
instructions set by the Central Bank of Jordan.

Testing the second hypothesis: HO2:

There is no efficiency in combating money laun-
dering and terrorism financing in the operating
banks in Jordan.

Table 6 shows the statistical averages, standard de-
viations, level of importance, and rank of the par-
agraphs related to the measuring of effectiveness

in combating money laundering and financing
terrorism.

In Table 6, the highest mean of paragraph 21 in the
questionnaire reached 4.86 level of high impor-
tance, indicating that the banks have evidence to
combat money laundering and terrorism financ-
ing, because it contains indicators and methods
in combating money laundering and terrorism fi-
nancing. The standard deviation of 0.348 indicates
that there is an agreement among the respondents
around this paragraph.

Table 6. Indicators related to the measurement of the effectiveness of the fight against money
laundering and the terrorism financing in the operating banks in Jordan

Standard Level of
No. ltem SMA " deviation importance Rank
The bank has a manual to combat money laundering and financing
21 iterrorism, which contains indicators of suspicion, methods of money 4.86 0.348 High 1
_ilaundering and terrorism financing R
i The bank disseminates the money laundering and financing te :
22 ipolicy to all bank employees i 4.86 0.348 ngh » 2
i The bank shall inform the senior management and executive
24 i management of the methods of combating money laundering and 4.72 0.478 High 3
... financing terrorism SR S SO S
i The bank prepares training courses for staff members whose work is .
23 i linked to the fight against money laundering and financing ter 0.614 ngh » 4
i Cases suspected of being linked to money laundering and ter
25 ifinancing are reported by the Bank’s staff to the Compliance Control 4.66 0.574 High 5
LS LS <L P o N A—
i Bank believes that intensifying the control of combating money
¢ laundering and terrorism financing and requesting a number of ;
34 i supporting documents lead to increasing the bank’s credibility with 4.55 0.702 High 6
;the banking system and foreign banks B R
26 All unusual movements performed by customers before they are 4.2 0.903 High 7
o implemented are studied R
i The bank closes the accounts of high risk customers when they are .
27 unable to take special care in the direction of these accounts 3.75 1113 ngh » 8
i The bank reduces its level of transactions with customers who submit
30 (AML notifications B 3.61 1.202 Average o
i The bank rejects the incoming remittances due to lack of transfer data
29 i and without reference to the customer R 3.31 1191 Average o
i The bank refuses to establish the relationship with new clients, who
31 iare suspected of money laundering and terrorism financing, without 3.08 1.536 Average 11
__ithe dangers of the AML/CFT Unit R R T e
i Believes that the intensification of the control of the fight against :
i money laundering and terrorism financing and requesting a number of :
32 i supporting documents from customers lead to the loss of a number of : 3.06 1.099 Average 12
Ve S T T s I
i Believes that the intensification of the supervision of combating ‘
i money laundering and terrorism financing and requesting a number of :
33 supporting documents from customers lead to increased costs on the 3.03 1.214 Average 13
A ettt B P PP
28 i The issuing bank is relied upon for due diligence 2,38 1.222 Average 14
The effectiveness of anti-money laundering and financing of terrorism in .
banks operating in the Kingdom 3.67 1.02 High B

Note: Indicators are arranged in descending order.
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In paragraph 22 of the questionnaire, it is noticed
that the average equals 4.86, which means a high
level of importance that banks circulate the poli-
cy of money laundering and terrorism financing
to all employees of the bank, which lead to a high
level of effectiveness and integrity in combating
money laundering and terrorism financing in the

operating banks in Jordan. The standard deviation
of 0.348 indicates the existence of an agreement
among the respondents regarding this paragraph.

Paragraphs 23 and 24 of the questionnaire, with
an average of 4.67 and 4.72 indicate that banks are
setting up training courses for employees whose
work is involved in AML/CFT. This is an indica-
tion of a high level of efficiency in fighting against
money laundering and terrorism financing among
the operating banks in Jordan in the training field,
for employees at all levels of management (ex-
ecutive and senior management). 0.614 moreo-
ver, 0.478, indicates an agreement and consensus
among the respondents in this paragraph.

Paragraph 25 of the questionnaire showed an av-
erage of 4.66. It is vital that banks report suspi-
cious cases related to money laundering and ter-
rorism financing by the bank’s staff to the bank’s
Compliance Control Department. This indicates a
high level of efficiency in combating the launder-
ing funds and terrorism financing in the operating
banks when it comes to reporting suspected cases
related to money laundering and terrorism financ-
ing by the bank’s staff to the Compliance Control
Department. The standard deviation of 0.574 in-
dicates the existence of an agreement among the
respondents in this paragraph.

Paragraphs 32, 33, 34 have the mean results by order
4.55, 3.03, 3.06. It indicates that the intensification
of control over combating money laundering and
terrorism financing leads to an increase in costs on
banks, rising in the credibility of banks with the lo-
cal banking system and foreign banks, and it neg-
atively affects banks by losing a number of clients
due to the intensification of control over combating
money laundering and terrorism financing. The av-
erages 0.702, 1.009 and 1.214 indicate an agreement
between the respondents about these paragraphs.

Note from paragraph 26 with an average of 4.22.
It is important to mention that banks study all
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unusual movements carried out by clients before
their execution. This indicates a high level of ef-
ficiency in combating money laundering and fi-
nancing terrorism in the operating banks in the
field of studying unusual movements carried out
by customers before implementation. The stand-
ard deviation of 0.903 indicates the existence of
an agreement among the respondents about this
paragraph.

Note from paragraph 27 with an average of 3.75.
It is important to mention that banks terminate
accounts of high-risk clients when they cannot pay
particular attention to these accounts. This indi-
cates a high level of efficiency in combating money
laundering and terrorism financing in the operat-
ing banks when it comes to the closure of accounts
of high-risk clients when the client is unable to pay
particular attention towards these accounts. The
standard deviation of 1.113 indicates the existence
of an agreement among respondents about this
paragraph.

Paragraph 30 with an average of 3.61 indicates
that banks are reducing the level of their transac-
tions with customers who submit notifications to
AML/CFT. This shows the average level of efficien-
cy in combating money laundering and terrorism
financing regarding reducing levels of dealing
with clients suspected of having links to money
laundering and terrorism financing. The standard
deviation of 1.202 indicates that there is an agree-
ment among the respondents on this paragraph.

Paragraph 29 with an average of 3.31 indicates
that the banks decline the remittances due to the
lack of data transfer and without reference to the
customer. This shows the average level of efficien-
cy in combating money laundering and terrorism
financing in the operating banks in Jordan, espe-
cially in the field of rejecting remittances due to
the lack of data transfer and without reference to
the client. The standard deviation of 1.191 indi-
cated the agreement between respondents on this
paragraph.

Paragraph 31 with an average of 3.03 indicates that
banks don’t give high level of importance about re-
jecting the establishment in the relationship with
the new clients who are suspected of money laun-
dering and terrorism financing without the noti-
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Table 7. Results of the second hypothesis test using the “One-Sample T-test” test for one sample

: : : P A result
. . Calculatedt  Ttabular  Degrees = Stafistical = T
Dimension : value . value | of frgedom 5|gn|f(|1cance hytpot_hesis
; ; ; esting
The effectiveness of combating money :
laundering and terrorism financing in banks 54.12 1.96 156 0.000* Rejected

operating in the Kingdom

fication of the AML/CFL, as this practice is often
considered an improper procedure. Banks should
inform the AML/CFT Unit about any new clients
suspected to be involved in money laundering and
terrorism financing, even if the relationship with
these clients has been refused according to the re-
quirements of the AML/CFT regulations set by the
Central Bank of Jordan. The standard deviation of
1.536 indicates the agreement between the respond-
ents on this paragraph.

Paragraph 28 with an average of 2.38 indicates that
banks don’t give high level of importance for banks
dependence on the issuing bank, due to diligence
when it is not given to clients by the operating banks,
which requires the bank to not rely on the process
of due diligence and to take owing diligence par-
ticular attention towards all remittances, and to
verify the identity of the client and the customer
receiving the transfer due to different levels of due
diligence in various countries around the world to
different laws and regulations governing anti-mon-
ey laundering and terrorism financing. The stand-
ard deviation of 1.222 shows an agreement among
the respondents on this paragraph.

Table 7 is included in the second hypothesis of
measuring the efficiency of AML/CFT in the op-
erating banks in the Kingdom. The results on the
effectiveness in combating money laundering and
terrorism financing in banks may result in the loss
of absolute numbers of bank clients. To achieve the
highest levels of efficiency in fighting against mon-
ey laundering and financing terrorism, it is neces-
sary to contribute to the increase in the credibility
of banks on the local and international levels. The
study showed that there is a positive relationship be-
tween the efficiency of combating money launder-
ing and terrorism financing and increasing costs to
banks to achieve a high level of efficiency.

In general, the arithmetic mean of the total an-
ti-money laundering and financing terrorism meas-
ured in the operating banks in the Kingdom was

3.67, which indicates the efficiency in combating
money laundering and terrorism financing in the
operating banks in the Kingdom. The standard de-
viation of 1.02 shows an agreement and consistency
between respondents on the paragraphs in general.

To test the second hypothesis, “T-test” was used for
one sample using a reference value representing the
average score of the Likert scale 3. Table 7 shows the
results of this hypothesis testing.

Based on the results in Table 7, the calculated val-
ue of the “T-test” 54.12 is greater than the tabular
value of the “T-test” 1.96, and the level of a is less
than 0.05, which means rejecting the null hypoth-
esis and accepting the alternative hypothesis. This
shows the efficiency in combating money launder-
ing and terrorism financing in the banks operating
in the Kingdom. The standard deviation of 0.706
indicates an agreement among the respondents
about this paragraph.

Paragraph 36 with an average of 4.27 shows that
banks allow using the databases of government in-
stitutions to facilitate the verification of documents
submitted by customers. This indicates the collab-
oration of government institutions with banks op-
erating in the Kingdom. The standard deviation of
0.676 suggests an agreement among the respond-
ents about this paragraph.

Paragraph 38 with an average of 3.6 shows that there
is speed in responding for the inquiries of banks by
the competent government authorities in the field
of combating money laundering and terrorism fi-
nancing. The awareness of the relevant government
authorities in the importance of combating money
laundering and the financing of terrorism is on an
average level, by providing the necessary assistance
to banks when there are any queries related to some
clients, the competent government agencies should
be responding quickly and promptly. The compe-
tent authorities should work to answer the banks’
inquiries rapidly, to let banks combat money laun-
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dering and financing of terrorism in the perfect
timing, and show the negative factors that would
affect the banks if there is a delay in the process of
responding to their inquiries.

Paragraph 40 with an average of 3.71 indicates a
high level of significance that is affected by delayed
response to the inquiries of banks by the govern-
ment agencies on the progress of work and the level
of control on the accounts of the inquiring clients,
which indicates the existence of a positive relation-
ship between the speed of response of competent
government agencies and to the inquiries of banks
in the field of combating money laundering and
financing of terrorism. The standard deviation of
0.913 shows an agreement among the respondents
about this paragraph.

Paragraph 37 with an average of 4.06 indicates
that banks concur to a high level of compliance of-
ficers in government institutions responsible for
responding to banks’ inquiries regarding AML/
CFT. Responding to these inquiries of banks is ap-
plied in many countries and in conjunction with
the central banks to systematize the response of
government institutions effectively and quickly to
the inquiries of banks, in the field of combating

money laundering and financing of terrorism. As
mentioned previously, there is a rapid response to
inquiries by banks. The average deviation of 0.908
indicates an agreement between the respondents on
this paragraph.

Paragraphs 49, 48, 46, 44, 45, 47 and 43 show that
the level of importance of these paragraphs is av-
erage, indicating that there is cooperation between
the Ministry of Finance, the Ministry of Social
Development, the Ministry of Justice Courts, the
Ministry of Foreign Affairs, the Ministry of Industry
and Trade and the Public Security Directorate with
the banks on AML/CFT. The standard deviation of
0.888 to 0.995 shows an agreement among respond-
ents on these paragraphs.

In general, the computational mean for all the par-
agraphs is related to the level of cooperation be-
tween the banks and the competent government
authorities, regarding that AML/CFT average was
3.67, which indicates a high level of collaboration
between the banks and the relevant government
authorities in relation to combating money laun-
dering and terrorism financing. The standard devi-
ation of 0.9 indicates an agreement among respond-
ents about the paragraphs in general.

CONCLUSION

Based on the analysis of the study data and the testing of its hypotheses, the researcher concluded the
following: there is a high level of response by the banks operating in the Kingdom to implementing the
instructions of combating money laundering and terrorism financing set by the Central Bank of Jordan,
for example, clients, and the existence of automated systems at banks to monitor the movements of
customers commensurate with the size of their economic activity, and that banks give a degree of im-
portance to update customer data every two years, or when it needed also, the banks have policies and
procedures specialized to combat money laundering and terrorism financing. Banks are making in-
quiries on international list clients before opening their accounts, and notify the unit to combat money
laundering and terrorism financing operations that are being suspected.

There is a high level of anti-money laundering and terrorism financing activities in the operating banks
in the Kingdom, because the banks don’t give a high level of importance about refusing to establish the
relationship with the new customers who are suspected in money laundering and terrorism financing.
The banks reduce the levels of dealings with the customers who provide them with anti-money laun-
dering and terrorism financing (AML/CFT) notifications. Banks are at high-level report cases suspect-
ed in money laundering and financing of terrorism by the staff of the Bank’s Compliance Monitoring
Department. Banks are at a high level of preparation to training courses for staff, whose work is linked
to the fight against money laundering and the tendency of terrorism financing and to informing the
senior management on the methods of combating money laundering and funding of terrorism, as well
as the latest developments around them.
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