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The value of different types of regulation regimes as a response to

different types of �nancial crime has been widely discussed by

criminologists around the world. Yet, the relatively new regime for

regulating money laundering in the UK has been subject to relatively little

research. This paper, which is based on a research study, examines one

aspect of it, that is the process of identifying customers, which is widely

accredited by regulatory authorities as a vital step in the prevention of

money laundering. Among �nancial companies in our sample, there is

agreement with the regulators about the broad aims and purpose of

identifying customers, but experience of implementing the regulations

has given rise to serious reservations about its value. In the course of

everyday business, �nancial companies �nd that ‘Know Your Customer’

(KYC) can have negative implications; many respondents felt that their

established clients would have been alienated by the requirements had

they been in place at the time when these accounts were opened, many

lamented the lack of �exibility within the rules despite the avowed aim of

the Financial Service Authority (FSA) that companies should be allowed

to adopt a risk-based approach, and companies were concerned about the

expense. It is argued that the rush to respond to the serious threat posed

by money laundering must take account of the experiences of the

regulated, who are suggesting that the requirements of KYC are

disproportionate to the risk. The paper ends by suggesting that the

regulators may look to a revision of their own risk-based approach as a

next step in improving the ability of the �nancial sector to detect

suspicious transactions.
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