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Abstract 

This study examines the effectiveness of Suspicious Transaction Reporting (STR) mechanisms within the banking sector of 

Bangladesh by analyzing the relationship between reporting activity and enforcement outcomes. Despite significant growth in 

STR submissions in recent years, concerns remain regarding the extent to which increased reporting contributes to effective anti-

money laundering (AML) enforcement. Drawing on secondary data from Bangladesh Financial Intelligence Unit (BFIU) annual 

reports covering the period 2017–2025, the study adopts a descriptive and analytical approach to evaluate trends in reporting, 

intelligence dissemination and prosecution outcomes. The findings reveal a notable divergence between compliance-driven 

reporting and practical enforcement effectiveness. Although financial institutions have substantially increased STR submissions, 

the conversion of reported transactions into intelligence outputs and formal enforcement actions remains comparatively limited. 

The study further identifies several institutional and regulatory challenges affecting AML effectiveness, including limitations in 

analytical capacity, weaknesses in inter-agency coordination and uneven implementation of risk-based supervisory practices. 

From a theoretical perspective, the findings support compliance theory by suggesting that reporting behavior within financial 

institutions may be influenced more by regulatory conformity than by substantive enforcement objectives. The study argues that 

reporting volume alone is an insufficient indicator of AML enforcement effectiveness. The paper contributes to the literature on 

AML regulation and banking governance in emerging financial systems by providing an outcome-oriented assessment of STR 

effectiveness in Bangladesh. The findings also offer practical policy implications for strengthening financial intelligence 

utilization, improving institutional coordination and enhancing the overall effectiveness of AML enforcement mechanisms. 
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1. Introduction 

Anti-money laundering (AML) frameworks have become 

an integral component of contemporary banking regulation, as 

financial institutions are increasingly required to act as front-

line actors in identifying and mitigating illicit financial activ-

ities. Within this regulatory architecture, Suspicious Transac-

tion Reporting (STR) serves as a critical mechanism through 

which banks communicate potential risks to financial intelli-

gence units. The effectiveness of STR systems is therefore 

closely associated with the broader performance of AML en-

forcement frameworks [4]. 

Over the past decade, there has been a significant expansion 

in STR reporting across jurisdictions, largely driven by inten-

sified regulatory expectations and compliance requirements 

imposed on financial institutions. However, a growing body 

of research suggests that an increase in reporting volume does 

not necessarily correspond to improvements in enforcement 

outcomes. Instead, concerns have emerged regarding a struc-

tural disconnect between compliance-driven reporting prac-

tices and the actual effectiveness of investigations and prose-

cutions [7]. This has led to critical debates on whether AML 

systems are overly oriented towards procedural compliance 

rather than outcome-based effectiveness. 

These concerns are particularly relevant in emerging finan-

cial systems, where institutional capacity constraints, limited 

inter-agency coordination and resource limitations may hinder 

effective AML enforcement. Bangladesh represents a perti-

nent case in this context. The country has made notable pro-

gress in strengthening its AML framework in alignment with 

international standards, and official data indicate a consistent 

increase in STR submissions within the banking sector [2, 3]. 

Despite this progress, it remains unclear whether the expan-

sion of reporting has translated into proportionate improve-

ments in enforcement outcomes. Over the past decade, there 

has been a substantial increase in STR reporting across juris-

dictions due to intensified regulatory expectations and com-

pliance obligations imposed on financial institutions [5]. 

However, existing literature suggests that increased reporting 

volume does not necessarily correspond to proportional im-

provements in enforcement outcomes [5, 7]. 

Against this backdrop, this study evaluates the effectiveness 

of STR mechanisms in the Bangladesh banking sector by ex-

amining the relationship between reporting activity, intelli-

gence dissemination and enforcement outcomes. In doing so, 

the study addresses key questions: does the observed increase 

in STR submissions reflect improved enforcement effective-

ness, or does it primarily indicate compliance-driven reporting 

behavior? To what extent does a gap exist between reporting 

activity and prosecution outcomes? What institutional and 

regulatory factors shape the effectiveness of STR-based AML 

enforcement in an emerging financial system? By focusing on 

outcome-oriented evaluation rather than procedural compli-

ance, the paper contributes to the literature on banking gov-

ernance and financial regulation in developing economies. 

This study adopts an outcome-oriented perspective to assess 

whether increased reporting activity translates into meaning-

ful enforcement effectiveness. 

2. Literature Review 

Suspicious Transaction Reporting (STR) refers to the for-

mal process through which financial institutions identify and 

report transactions that are unusual, inconsistent with a cus-

tomer’s profile or potentially linked to illicit financial activi-

ties to the relevant financial intelligence authority [7]. 

In practical terms, STR involves the submission of struc-

tured reports by banks and other financial institutions to the 

Bangladesh Financial Intelligence Unit, enabling regulatory 

and law enforcement agencies to assess and investigate poten-

tial money laundering activities. 

While Suspicious Transaction Reporting (STR) systems are 

widely recognized as a core component of anti-money laun-

dering (AML) frameworks, their effectiveness remains con-

tested in the literature. Rather than focusing solely on report-

ing mechanisms, recent studies emphasize the importance of 

the broader enforcement chain, including intelligence analysis, 

investigation and prosecution processes. This shift reflects a 

growing concern that reporting systems alone may not guar-

antee effective financial crime control. 

A key issue highlighted in the literature is the limited pro-

portion of illicit financial flows that are successfully detected. 

Estimates by the United Nations Office on Drugs and Crime 

suggest that only a small share of global illicit financial activ-

ity is effectively identified through formal AML systems [5]. 

This has raised questions about whether increased reporting 

volumes genuinely improve enforcement outcomes or primar-

ily reflect compliance obligations. Otherwise, AML systems 

often face challenges in balancing compliance requirements 

with enforcement effectiveness [10, 12]. 

Empirical research also points to inefficiencies within AML 

reporting systems. Michael Levi (2010) argues that financial 

institutions often generate large volumes of reports with vary-

ing analytical value, which may limit their usefulness for in-

vestigative purposes. Similarly, Joras Ferwerda (2018) high-

lights that although reporting frameworks have expanded, the 

conversion of financial intelligence into successful enforce-

ment outcomes remains uneven across jurisdictions. 

In emerging financial systems, these challenges are often 

compounded by institutional constraints. Studies by Global 

Financial Integrity (2019) indicate that weaknesses in regula-

tory coordination, analytical capacity and governance struc-

tures can significantly affect AML effectiveness. In the con-

text of Bangladesh, official data indicate a substantial increase 

in STR submissions over recent years, reflecting improve-

ments in regulatory compliance within the banking sector. Re-

ports published by the Bangladesh Financial Intelligence Unit 
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and Bangladesh Bank demonstrate that while reporting mech-

anisms have strengthened, challenges remain in translating fi-

nancial intelligence into enforcement outcomes [1-3]. This 

suggests that the effectiveness of AML systems in Bangladesh 

depends not only on reporting activity but also on institutional 

coordination and enforcement capacity. Previous studies sug-

gest that increased reporting volume does not necessarily cor-

respond to improvements in enforcement outcomes [5, 7]. 

The distinction between Suspicious Transaction Reporting 

(STR) and Cash Transaction Reporting (CTR) is important for 

understanding different approaches to AML monitoring and 

regulatory compliance. Table 1 summarizes the key differ-

ences between STR and CTR mechanisms. 

Table 1. Comparison between STR and CTR. 

Criteria STR (Suspicious Transaction Report) CTR (Cash Transaction Report) 

Basis of reporting Suspicion-based Threshold-based 

Trigger condition Unusual or suspicious transaction Transaction exceeding fixed monetary limit 

Amount requirement No fixed limit Threshold 

Purpose Detect potential money laundering Monitor large cash movements 

Nature of reporting Subjective (based on judgment) Objective (based on amount) 

Frequency As and when suspicion arises Regular/automatic reporting 

 

The distinction between Suspicious Transaction Reporting 

(STR) and Cash Transaction Reporting (CTR) reflects two 

different regulatory approaches to monitoring financial trans-

actions. STR is based on the identification of suspicious or 

unusual activities, regardless of transaction size, while CTR 

focuses on transactions that exceed predefined monetary 

thresholds. International AML standards emphasize that STR 

plays a critical role in detecting illicit financial activities due 

to its risk-based and intelligence-driven nature [4]. In contrast, 

CTR primarily serves as a monitoring tool for large cash 

movements and does not necessarily indicate suspicious be-

havior. This distinction highlights the limitations of relying 

solely on reporting volume as a measure of AML effective-

ness, as increased reporting particularly under CTR mecha-

nisms may not translate into improved enforcement outcomes. 

This distinction is particularly relevant in assessing whether 

increased reporting reflects compliance or effective enforce-

ment. 

Overall, the literature indicates that STR systems are nec-

essary but not sufficient for effective AML enforcement. 

Their impact depends on how reporting outputs are integrated 

into broader regulatory and investigative processes, particu-

larly in developing financial systems. 

3. Theoretical Framework 

The effectiveness of anti-money laundering (AML) systems 

in this study is examined through three complementary theo-

retical perspectives: compliance theory, outcome-oriented 

regulatory effectiveness and the risk-based approach to super-

vision. 

First, compliance theory provides a framework for under-

standing how financial institutions respond to regulatory re-

quirements. In the context of AML, banks are required to sub-

mit Suspicious Transaction Reports (STRs) to demonstrate 

adherence to regulatory obligations. However, compliance 

theory suggests that organizations may priorities formal con-

formity to rules over substantive effectiveness, leading to an 

emphasis on reporting volume rather than the quality or use-

fulness of reported information [7]. As a result, compliance-

driven behavior may generate a large number of reports with-

out necessarily improving enforcement outcomes. 

Second, the study adopts an outcome-oriented perspective 

on regulatory effectiveness, which emphasizes the importance 

of evaluating regulatory systems based on measurable results 

rather than procedural outputs. This perspective aligns with 

broader critiques of AML systems that highlight the gap be-

tween compliance indicators and enforcement outcomes, sug-

gesting that reporting activity alone is not a sufficient measure 

of effectiveness [5]. 

Third, the analysis is informed by the risk-based approach 

promoted by the Financial Action Task Force, which empha-

sizes that regulatory efforts should focus on the identification 

and prioritization of higher-risk activities rather than the uni-

form application of reporting requirements [4]. From this per-

spective, the effectiveness of STR systems depends on the 

quality, relevance and utilization of financial intelligence ra-

ther than the volume of reporting alone. Compliance-oriented 

reporting behavior may encourage procedural conformity ra-

ther than substantive enforcement effectiveness [10]. 
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By integrating these theoretical perspectives, the study pro-

vides a framework for analyzing the relationship between re-

porting activity and enforcement outcomes. This approach en-

ables an assessment of whether increased STR submissions 

reflect genuine improvements in AML effectiveness or pri-

marily indicate compliance-driven reporting practices within 

the banking sector. 

4. Data and Methodology 

This study adopts a qualitative and descriptive-analytical 

approach to evaluate the effectiveness of Suspicious Transac-

tion Reporting (STR) mechanisms within the banking sector 

of Bangladesh. The analysis is based on publicly available 

secondary data, primarily drawn from annual reports and offi-

cial publications of the Bangladesh Financial Intelligence Unit 

(BFIU). 

The study focuses on key indicators related to AML en-

forcement, including the number of STRs submitted, intelli-

gence reports disseminated to law enforcement agencies and 

the number of money laundering cases filed. Additional indi-

cators, such as the volume of assets frozen during investiga-

tions, are also considered to assess enforcement outcomes. 

The data cover the period from 2017 to 2025, allowing for an 

examination of trends in reporting and enforcement over time 

[2, 3]. 

The methodological approach involves a comparative as-

sessment of reporting activity and enforcement outcomes. 

Specifically, the study evaluates whether increases in STR 

volume correspond to proportional changes in intelligence 

dissemination and prosecution outcomes. This approach ena-

bles the identification of potential gaps between compliance-

driven reporting and practical enforcement effectiveness. 

In addition to descriptive analysis, the study incorporates an 

interpretative framework that considers institutional and reg-

ulatory factors influencing AML performance. This includes 

an assessment of supervisory capacity, inter-agency coordina-

tion and structural characteristics of the banking sector. By 

combining empirical data analysis with institutional interpre-

tation, the study aims to provide a comprehensive understand-

ing of STR effectiveness in an emerging financial system con-

text. 

5. STR Trends in Bangladesh 

The expansion of STR reporting has been a key feature of 

AML development in Bangladesh. Over time, regulatory em-

phasis on compliance and reporting has resulted in a signifi-

cant increase in the volume of suspicious transaction reports 

submitted by financial institutions. 

Table 2. Trends in Suspicious Transaction Reporting and Enforcement Indicators in Bangladesh. 

Indicator Period Reported Figure Source 

Suspicious Transaction Reports (STRs) examined 2017–2022 24,977 reports Bangladesh Financial Intelligence Unit (2022) 

Intelligence reports disseminated to law enforce-

ment 
2017–2022 1,002 reports Bangladesh Financial Intelligence Unit (2022) 

Money laundering cases filed 2017–2022 121 cases Bangladesh Financial Intelligence Unit (2022) 

Suspicious Transaction Reports (STRs) recorded 
FY2024–

2025 
27,130 reports Bangladesh Financial Intelligence Unit (2024) 

Assets frozen during investigation phase 2025 BDT 196.8 billion Bangladesh Financial Intelligence Unit (2025) 

Source: Compiled from Bangladesh Financial Intelligence Unit Annual Reports (2022; 2025). 

Table 2 presents key indicators related to STR reporting and 

AML enforcement outcomes. The data show a substantial in-

crease in the number of STRs submitted over time, indicating 

improved compliance within the banking sector. However, the 

conversion of reported transactions into intelligence outputs 

and formal legal actions remains comparatively limited. This 

pattern suggests that increased reporting does not necessarily 

correspond to proportional improvements in enforcement ef-

fectiveness, highlighting a potential gap between compliance 

activity and regulatory. 

6. Reporting Enforcement Gap: 

Empirical Analysis 

The empirical evidence indicates a notable divergence be-

tween the expansion of Suspicious Transaction Reporting 

(STR) and corresponding enforcement outcomes within the 

banking sector of Bangladesh. Over recent years, the volume 

of STR submissions has increased significantly, reflecting en-

hanced regulatory compliance and improved monitoring prac-

tices within financial institutions [2, 3]. This trend suggests 
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that banks are increasingly responsive to AML reporting re-

quirements. 

However, the increase in reporting has not been matched by 

a proportional improvement in enforcement outcomes. While 

a large number of STRs are submitted annually, only a rela-

tively small proportion is converted into intelligence reports 

disseminated to law enforcement agencies, and the number of 

money laundering cases initiated remains limited [2]. This in-

dicates a gap between reporting activity and enforcement ef-

fectiveness. 

This divergence is consistent with broader international 

findings that highlight limitations in the effectiveness of 

AML reporting systems. For instance, studies suggest that 

high reporting volumes do not necessarily translate into im-

proved investigative or prosecutorial outcomes, as the con-

version of financial intelligence into enforcement action re-

mains constrained [5, 7]. This reinforces the argument that 

AML performance should be evaluated beyond reporting 

metrics. Hence, several international studies have high-

lighted structural limitations within AML enforcement sys-

tems [5, 9, 12]. 

From an analytical perspective, the observed gap may re-

flect a compliance-driven reporting environment, where fi-

nancial institutions prioritize regulatory adherence over risk-

based assessment [4]). In such contexts, reporting systems 

may generate a large volume of precautionary or low-value 

reports, which can overwhelm analytical capacity and reduce 

overall enforcement efficiency. 

At the same time, it is important to acknowledge that the 

expansion of STR reporting represents a positive develop-

ment in terms of regulatory transparency and alignment with 

international standards. Increased reporting enhances the 

availability of financial intelligence and supports the detec-

tion of suspicious activities. However, without correspond-

ing improvements in analytical capacity, inter-agency coor-

dination and enforcement mechanisms, the impact of report-

ing expansion on actual enforcement outcomes remains lim-

ited. 

Overall, the findings suggest that while the STR system in 

Bangladesh has strengthened in terms of compliance and re-

porting, its effectiveness in generating measurable enforce-

ment outcomes remains constrained. This highlights the 

need for a shift from a reporting-focused approach towards 

an outcome-oriented AML framework that emphasizes the 

quality, utilization and enforcement impact of financial in-

telligence. 

7. Policy Measures and Control 

Implications 

To enhance the effectiveness of Suspicious Transaction Re-

porting (STR) systems, a shift from quantity-based compli-

ance to quality-oriented reporting is essential. Regulatory au-

thorities should prioritize the development of analytical ca-

pacity within financial intelligence and supervisory institu-

tions to ensure that reported transactions are effectively as-

sessed and utilized. Strengthening inter-agency coordination 

mechanisms is also critical, as efficient information sharing 

between financial intelligence units, law enforcement agen-

cies and regulatory bodies can significantly improve enforce-

ment outcomes. In addition to, international regulatory stand-

ards increasingly emphasise the importance of risk-based su-

pervision, institutional coordination and analytical capacity 

within AML systems [13]. 

In addition, adopting a more robust risk-based supervisory 

approach can help financial institutions focus on high-risk 

transactions rather than generating excessive precautionary re-

ports. This would improve the relevance and usability of STR 

submissions while reducing the burden on analytical systems. 

Enhancing training and capacity-building initiatives within 

the banking sector can further support the development of 

more effective reporting practices. Finally, introducing perfor-

mance indicators that link reporting activity to enforcement 

outcomes may help shift the focus from procedural compli-

ance to measurable effectiveness. 

8. Institutional and Regulatory 

Challenges 

Despite the expansion of Suspicious Transaction Reporting 

(STR) mechanisms, the effectiveness of anti-money launder-

ing (AML) enforcement in Bangladesh remains influenced by 

several institutional and regulatory constraints. One of the key 

challenges is the limited analytical capacity within financial 

intelligence and investigative bodies, which affects the timely 

processing and utilization of reported information. As the vol-

ume of STR submissions increases, the ability to effectively 

analyze and prioritize these reports become critical for ensur-

ing meaningful enforcement outcomes (Bangladesh Financial 

Intelligence Unit, 2022). Table 3 summarizes the key gaps be-

tween regulatory design and operational enforcement in the 

Bangladesh banking sector. 

Table 3. Regulatory Design and Operational Enforcement Gaps in the Bangladesh Banking Sector. 

Regulatory Mechanism Formal Status Operational Limitation Supporting Source 

Risk-Based Approach 
Adopted under AML 

framework 

Implementation uneven across 

institutions 

Financial Action Task Force (2012); 

Bangladesh Bank (2015) 
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Regulatory Mechanism Formal Status Operational Limitation Supporting Source 

STR Reporting System Mandatory and functional 
High reporting, limited prosecu-

tion conversion 
BFIU (2022) 

Inter-Agency Coordination Legally mandated 
Fragmented execution and infor-

mation silos 

Basel Institute on Governance 

(2023) 

Trade Finance Oversight Regulatory guidance issued 
Persistent trade-based vulnerabil-

ities 

FATF (2010); Global Financial In-

tegrity (2019) 

Source: Author’s synthesis based on FATF (2010; 2012), Bangladesh Bank (2015), BFIU (2022), Basel Institute on Governance (2023), and 

Global Financial Integrity (2019). 

The table highlights that while core AML mechanisms—

such as STR reporting and risk-based supervision—are for-

mally established, their implementation remains uneven 

across institutions. In particular, high reporting volumes are 

not consistently translated into enforcement outcomes, reflect-

ing limitations in analytical capacity and inter-agency coordi-

nation. These findings suggest that the effectiveness of AML 

systems depends not only on regulatory design but also on in-

stitutional capability and governance structures [4, 6]. 

Another important issue relates to inter-agency coordina-

tion. Effective AML enforcement requires close collaboration 

between financial intelligence units, law enforcement agen-

cies and regulatory authorities. However, fragmented coordi-

nation and limitations in information sharing can reduce the 

efficiency of the enforcement process, leading to delays in in-

vestigation and prosecution. Similar challenges have been 

highlighted in broader assessments of AML systems in devel-

oping countries [6]. In addition, supervisory practices within 

the banking sector may contribute to uneven implementation 

of AML measures. While regulatory frameworks emphasize 

risk-based compliance, the practical application of these ap-

proaches varies across institutions. In some cases, compliance 

practices are driven more by formal regulatory requirements 

than by effective risk assessment, which may affect the quality 

and usefulness of STR submissions [4]. Whatever, Institu-

tional weaknesses and limited inter-agency coordination may 

reduce the effectiveness of AML enforcement mechanisms [8, 

15]. 

Corruption and money laundering are often interconnected 

phenomena, particularly in developing financial systems 

where regulatory and institutional weaknesses remain signifi-

cant [14]. Otherwise, structural vulnerabilities within the 

banking system also play a role in limiting AML effectiveness. 

For instance, complex financial transactions and trade-based 

activities can create opportunities for illicit financial flows 

that are difficult to detect and monitor. Previous studies have 

identified trade-based money laundering as a persistent chal-

lenge in developing economies, where regulatory oversight 

may be uneven [6]. International regulatory frameworks in-

creasingly emphasise risk-based AML supervision and insti-

tutional coordination [13, 15]. 

Overall, these institutional and regulatory factors suggest 

that strengthening AML effectiveness requires more than ex-

panding reporting mechanisms. Improvements in analytical 

capacity, inter-agency coordination and supervisory con-

sistency are essential to ensure that financial intelligence is ef-

fectively translated into enforcement outcomes. 

9. Conclusion 

This study examined the effectiveness of Suspicious Trans-

action Reporting (STR) mechanisms within the banking sector 

of Bangladesh by analyzing the relationship between report-

ing activity and enforcement outcomes. The findings indicate 

that although STR submissions have increased significantly in 

recent years, this expansion has not been accompanied by a 

proportional increase in intelligence dissemination or prose-

cution outcomes. The study therefore identifies a clear gap be-

tween compliance-driven reporting and practical enforcement 

effectiveness. 

Overall, the findings suggest that measuring AML effec-

tiveness solely through reporting volume may provide an in-

complete picture of enforcement performance. This study ar-

gues that anti-money laundering systems often face structural 

limitations in converting regulatory compliance into effective 

enforcement outcomes [11]. 

From a theoretical perspective, the findings support the ar-

gument of compliance theory that financial institutions may 

prioritize adherence to regulatory requirements over substan-

tive enforcement effectiveness [7]. While increased reporting 

reflects progress in regulatory compliance and alignment with 

international AML standards, reporting volume alone does not 

necessarily indicate effective anti-money laundering perfor-

mance. The findings further suggest that the effectiveness of 

AML systems depends not only on reporting mechanisms but 

also on the institutional capacity to effectively analyze, coor-

dinate and utilize financial intelligence. 

The study also highlights several institutional and regula-

tory challenges affecting AML enforcement in Bangladesh, 

including limitations in analytical capacity, uneven imple-

mentation of risk-based supervision and weaknesses in inter-

agency coordination. These constraints reduce the efficiency 
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of converting reported transactions into actionable enforce-

ment outcomes. 

From a policy perspective, the findings suggest that regula-

tory authorities should place greater emphasis on the quality 

and usability of STR submissions rather than focusing primar-

ily on reporting volume. Strengthening analytical infrastruc-

ture, enhancing coordination among relevant agencies and 

adopting more effective risk-based supervisory practices are 

essential for improving AML effectiveness within the banking 

sector. 

Although the study focuses on Bangladesh, the findings 

may have broader relevance for other emerging financial sys-

tems facing similar AML enforcement challenges. This study 

is based on secondary data and may not fully capture internal 

investigative and enforcement processes, which could influ-

ence the practical effectiveness of AML systems. Future re-

search may incorporate comparative or qualitative approaches 

to further examine the institutional dynamics of AML enforce-

ment. 
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