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THE ROLE OF BLACK MONEY IN THE ERA OF 2025 IN 

SUPPORTING TERRORISM AND ITS CHALLENGES 

FOR GOVERNMENTS TO COUNTER TERRORISM 
 

AUTHORED BY - TANMAY PRADEEP 

Advocate, High Court Lucknow Bench, Lucknow. 

 

 

Abstract 

In the globalized landscape of 2025, terrorism remains a persistent and evolving threat that 

thrives not only on ideology but also on complex financial structures. Among these, black 

money — unaccounted, illicit wealth generated through corrupt practices, tax evasion, 

smuggling, or the shadow economy — continues to play a critical role in sustaining terrorist 

activities worldwide. This research paper explores the intricate nexus between black money 

and terrorism, focusing on how such funds are laundered, transferred, and utilized for 

orchestrating attacks, recruitment, propaganda, and logistical support. 

 

The paper begins by defining black money in contemporary economic and legal terms, 

distinguishing between domestic black economies and transnational financial crimes. It then 

delves into mechanisms through which black money reaches terrorist networks, including 

hawala systems, shell corporations, trade-based money laundering, and cryptocurrency misuse. 

Using recent intelligence reports and financial data from 2020 to 2025, this study outlines 

patterns in terror financing across regions such as South Asia, the Middle East, and parts of 

Africa. 

 

Governments worldwide have adopted stringent measures, from enhanced Financial Action 

Task Force (FATF) recommendations to Anti-Money Laundering (AML) and Counter-

Terrorist Financing (CTF) legislations. However, despite multilateral cooperation, significant 

challenges remain. Technological advancements have made financial tracking more complex, 

while geopolitical considerations often hinder seamless intelligence sharing. This paper 

analyses the gaps in national and international frameworks, highlighting specific case studies 

such as the Taliban’s resurgence and illicit funding networks in Pakistan, Lebanon, and parts 

of Europe. 
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The conclusion addresses the policy and strategic reforms necessary to disrupt the black 

money-terrorism pipeline. These include coordinated AI-based surveillance of financial flows, 

reforms in offshore banking, tighter controls on cryptocurrency exchanges, and increased 

accountability of state and non-state actors in financial transparency. The paper suggests that 

in 2025, combating terrorism requires a holistic approach, integrating law enforcement, 

financial intelligence, political will, and cross-border cooperation. 

 

This research provides vital insights for policymakers, legal scholars, intelligence 

communities, and international organizations, advocating for a proactive and pre-emptive 

global strategy to address the enduring threat of black money as a lifeline of terrorism. 

 

Introduction 

Terrorism has transcended traditional warfare paradigms in the 21st century, evolving into a 

decentralized yet highly organized phenomenon. At the heart of this transformation lies 

financial adaptability — the ability of terrorist organizations to secure, transfer, and utilize 

resources without attracting legal scrutiny. A pivotal source fueling this capability is black 

money: funds that are neither reported to tax authorities nor generated through legitimate 

means. These illicit financial flows have emerged as a silent enabler of terror, often escaping 

the attention of both governments and regulatory bodies. 

 

In 2025, the world stands at a juncture where digitalization, cryptocurrency proliferation, 

offshore financial havens, and weak regulatory enforcement have converged, creating fertile 

ground for the rise of black money and its convergence with terrorism. Despite massive global 

investments in counterterrorism infrastructure and intelligence, terrorist groups continue to 

demonstrate financial resilience and operational sustainability, often outpacing state-led 

surveillance and disruption efforts. 

 

This paper investigates the underlying financial dynamics that allow terrorism to flourish, with 

black money as its economic backbone. It aims to unpack the mechanisms by which illicit 

wealth is generated through activities such as corruption, drug trafficking, arms smuggling, and 

illicit trade, and how these funds are funnelled into the hands of terrorist networks. A central 

focus is placed on financial instruments and channels that remain opaque or loosely regulated, 

such as hawala networks, front companies, real estate investments, and digital assets. 
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The introduction further sets the stage for analysing the limitations of current counter-financing 

frameworks. Despite the role of FATF, Interpol, and national AML regimes, terrorists have 

continually exploited systemic loopholes, particularly in jurisdictions with fragile political 

structures, low financial transparency, and inadequate law enforcement capabilities. These 

challenges are compounded by the rise of state-sponsored terrorism and the role of complicit 

political and business elites in enabling illicit financial ecosystems. 

 

This paper will provide an interdisciplinary examination of the black money-terrorism nexus, 

blending legal, economic, and geopolitical perspectives. Through regional case studies and 

recent trends, it will illuminate how black money remains a strategic enabler of terrorism. 

Ultimately, the paper aims to offer actionable recommendations for bridging enforcement gaps 

and enhancing multilateral cooperation in the fight against this dual menace. 

 

Research Matter 

1. Understanding Black Money and Its Sources 

Black money refers to income not declared to public authorities and thus untaxed. In 2025, 

black money is generated through a variety of sources: 

 Corruption and bribery in public procurement 

 Illicit trade in narcotics, arms, and counterfeit goods 

 Cybercrime and ransomware attacks 

 Human trafficking and illegal immigration 

 Tax evasion and shell corporations 

The globalization of trade and finance has expanded the reach of such activities. Funds obtained 

through these illicit channels often pass through tax havens or are laundered through legitimate 

businesses, making detection difficult. 

 

2. Channels for Terrorist Financing via Black Money 

a. Hawala and Informal Transfer Systems 

These are unregulated money transfer mechanisms based on trust. Although illegal in 

many jurisdictions, hawala remains widely used due to its speed, anonymity, and low 

cost, especially in South Asia and the Middle East. 

b. Shell Companies and Offshore Accounts 

Black money is often parked in jurisdictions with lax disclosure laws. Terrorist groups 
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have used these channels to fund activities abroad without direct traceability. 

c. Trade-Based Money Laundering (TBML) 

By over- or under-invoicing goods, terrorists disguise illicit transfers as legitimate 

trade. For example, a terrorist group may export goods at an inflated price to extract 

surplus funds abroad. 

d. Cryptocurrency and the Dark Web 

The decentralized and pseudonymous nature of cryptocurrencies poses a significant 

challenge. In 2025, despite regulation, anonymous crypto mixers, DeFi (Decentralized 

Finance) platforms, and darknet markets still facilitate the flow of black money. 

 

3. Regional Case Studies 

a. South Asia: 

The use of black money to fund insurgent activities in Kashmir, parts of Afghanistan, 

and Pakistan remains pronounced. Terrorist outfits like Lashkar-e-Taiba and Jaish-e-

Mohammed reportedly use hawala and fake charities to receive funds from diaspora 

groups. 

b. Middle East: 

The resurgence of ISIS cells in Syria and Iraq has been fueled by looted antiquities, oil 

smuggling, and crypto funding. Hezbollah in Lebanon is also known to have laundered 

black money through business fronts in Africa and South America. 

c. Europe: 

Lone-wolf attackers have used small-scale black market transactions and 

cryptocurrency donations. The 2022 Vienna attacker reportedly financed his weapons 

purchase through untraceable bitcoin wallets and darknet transactions. 

 

4. Challenges Faced by Governments 

a. Legal Loopholes and Jurisdictional Conflicts 

Different definitions and thresholds for black money and terrorist financing across 

nations hinder global enforcement. For example, what constitutes a suspicious 

transaction in the EU may not be deemed so in West Africa. 

b. Political Will and Corruption 

In some cases, state actors are complicit in the very systems meant to be dismantled. 

Political patronage protects illicit financial networks in exchange for strategic or 

electoral gains. 
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c. Technological Sophistication 

Terrorist networks now employ AI for financial anonymization, using fake identities, 

advanced encryption, and automated bots for fundraising. 

d. Weak Implementation of FATF Guidelines 

While FATF blacklists countries for non-compliance, enforcement is often symbolic 

without real economic consequences. Nations like Iran, North Korea, and Myanmar 

continue to evade meaningful reform. 

 

5. International Cooperation and Its Gaps 

Although Interpol, Europol, and UNODC play important roles, their impact is often 

undermined by lack of data-sharing agreements, bureaucratic delays, and sovereignty concerns. 

Intelligence cooperation is still largely bilateral and reactive. 

 

Conclusion 

The era of 2025 presents a paradox: while global counter-terrorism frameworks have evolved 

significantly, so too have the financial tactics of terrorist organizations. Black money remains 

the dark undercurrent that silently sustains terrorism, from financing explosive devices and 

recruiting militants to funding propaganda and radicalization campaigns. Despite robust 

institutional architecture, the reality remains stark: as long as illicit wealth circulates 

unchallenged, terrorism will continue to find sustenance. 

 

The link between black money and terrorism is not merely financial but deeply structural and 

political. It exposes the failure of governments to control corruption, enforce tax transparency, 

and close regulatory gaps. More troubling is the emergence of state-sponsored channels where 

black money and ideological violence intersect, as seen in proxy wars and insurgencies. 

 

Effective countermeasures must move beyond symbolism. Governments must: 

 Enforce beneficial ownership transparency in company registries. 

 Regulate cryptocurrency exchanges under strict AML frameworks. 

 Strengthen FATF’s enforcement mechanisms with actual financial sanctions. 

 Deploy AI and machine learning tools to track suspicious transactions in real time. 

 Create multilateral financial intelligence sharing platforms insulated from political 

interference. 
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Additionally, grassroots financial literacy and public accountability mechanisms must be 

integrated into counter-terrorism strategies. Civil society, whistleblowers, and investigative 

journalists play a critical role in exposing illicit financial linkages. 

 

In conclusion, eliminating black money as a fuel for terrorism demands a fusion of technology, 

law, diplomacy, and public participation. A siloed approach is no longer viable. It is only 

through a unified global front — agile, transparent, and unwavering — that the shadow of black 

money financing terrorism can be dispelled. 
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