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ABSTRACT

Insurance fraud is one of the most complex and, at the same time, most prevalent forms of financial crime in modern
societies, which—due to the expansion of the insurance industry—has found increasingly diverse avenues for
commission. This type of fraud, by exploiting legal structures and the intricate procedures of insurance practices,
poses significant challenges to criminal justice systems. In Iranian criminal law, despite the existence of a general
definition of fraud, there are no specific and coherent provisions addressing fraud within the insurance industry.
This legal gap has rendered the identification, prosecution, and proof of such offenses considerably difficult. This
article seeks to analyze the legal, material, and mental elements of insurance fraud with a focus on the current
structure of Iranian criminal law. It critically examines legislative and procedural shortcomings and identifies the
challenges impeding effective counteraction against this crime. Furthermore, through a comparative study with the
French legal system, the paper aims to extract strengths and successful experiences of France in the
criminalization, prevention, and prosecution of insurance fraud and to introduce these elements as replicable
models for Iranian law. This comparative approach can serve as a valuable foundation for reforming existing
legislation, drafting specific regulations in the insurance domain, and enhancing mechanisms to combat fraud in
this industry.
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EXTENDED ABSTRACT
Insurance has long been regarded as one of the

most reliable institutional solutions devised by
human societies to manage unpredictable
economic risks and compensate for damages
resulting from unforeseen events. From the
outset, insurance has proven to be a stabilizing
force in personal and collective financial
security, supporting both individuals and
industries against devastating losses (Sanei,
2011; Zahedi, 2019). As the insurance industry
has expanded in modern societies, its
structural complexity and volume of capital
have simultaneously created fertile ground for
fraudulent behaviors. The inherent reliance of
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insurance contracts on trust and the
asymmetrical access to information between
insurers and policyholders make insurance
particularly vulnerable to deception (Alipour,
2015). The importance of fraud prevention in
this industry has intensified as insurers seek to
reduce operational costs amid growing
competition and damage claims (Katebi, 2016).
Insurance fraud is now not only a challenge for
insurers but a threat to the very foundations of
the industry, jeopardizing its integrity and
economic stability (Goldouzian, 2011; Gorji,
2015). Modern insurance systems face

mounting difficulties due to both traditional
fraud  mechanisms and  increasingly
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sophisticated schemes (Mahmoud, 2015;
Mohaghegh Damad, 2015).

The legal infrastructure surrounding
insurance  fraud in  Iran, despite
acknowledging the general offense of fraud
under Article 1 of the "Aggravating
Punishment for Perpetrators of Bribery,
Embezzlement, and Fraud Act," lacks specific
provisions for fraud in the insurance context.
This omission creates significant obstacles to
prosecuting such crimes effectively. Unlike
general fraud, which involves deceiving
individuals to obtain financial gains through
trickery, insurance fraud often exploits the
complex mechanisms of  contractual
obligations and regulatory blind spots. The
lack of legislative clarity in this domain makes
it difficult to establish the legal, material, and
mental elements of insurance-related fraud
cases. Scholars such as Mazluman (2015) have
noted that Iranian law primarily relies on
listing certain behaviors rather than codifying
a comprehensive legal definition, which
restricts judicial discretion and enforcement
capability (Mazluman, 2015). In contrast,
France, which also operates under a civil law
system and historically influenced Iranian
legal doctrine, provides detailed guidelines for
both general and aggravated insurance fraud.
French law considers the presence of intent,
use of false identity, or misleading claims as
necessary elements of the crime, emphasizing
the dual requirement of deceit and resulting
material harm (Yavarian, 2019).

A key comparative finding relates to the
insurer and policyholder obligations. Under
Iranian law (notably the 1937 Insurance Act),
the insured is obliged to disclose all material
facts at contract inception and throughout its
duration. France adopts a similar framework
under its 1930 Insurance Code, emphasizing
the standard of care expected from a
reasonable policyholder in declaring risks
(Validi, 2011). Both legal systems recognize the
implications of fraudulent concealment and

grant the insurer the right to void the contract
or adjust compensation accordingly. For
example, if a policyholder knowingly omits
significant facts about previous losses or alters
the circumstances of the insured object
without informing the insurer, the contract
may be invalidated, and compensation
reduced. These obligations are critical in
preventing moral hazard and ensuring
accurate risk assessment. However,
enforcement in Iran remains limited due to
institutional weaknesses, lack of sector-
specific courts, and the ambiguous scope of
statutory provisions. The case of insurance
insolvency and delayed compensation, as seen
in recent administrative failures in Iran,
underlines the urgency of legislative reform
and procedural strengthening (Hematpour,
2018).

Beyond legal frameworks, the socio-economic
context of fraud must be addressed. Insurance
fraud thrives in environments where there are
both strong financial incentives and limited
deterrents. Cultural perceptions of fraud, often
seen as a victimless crime or a justifiable act
against profit-seeking corporations,
contribute to its normalization. Public
attitudes that excuse or even encourage
exaggerating claims—such as inflating the
value of stolen goods or falsifying accident
reports—stem from deep-seated mistrust and
perceptions of economic injustice. Studies
show that many individuals justify fraudulent
claims as a method of "recovering" paid
premiums or coping with economic hardship
(Mohammadnejad, 2013; Mohammadzadeh,
2011). Moreover, the design of insurance
contracts, with their technical language and
procedural opacity, often alienates
policyholders and fosters opportunities for
manipulation. As noted by Yavarzadeh (2020),
the failure to establish a robust legal definition
and enforcement mechanism in Iran allows
repeat offenses and perpetuates a culture of
impunity (Yavarzadeh, 2020). Conversely,



France’s emphasis on consistent judicial
interpretation, mandatory disclosure, and
proportional penalties serves as a model of
effective deterrence, though even there,
challenges of enforcement and rising costs
persist.

Policy convergence between Iran and France
reveals both divergence in legislative priorities
and convergence in recognizing the threat
posed by insurance fraud. While French law
criminalizes attempted fraud and provides
proportional fixed penalties, Iranian law
imposes variable penalties, including asset
restitution and imprisonment based on the
defrauded = amount. @ These  differing
approaches reflect contrasting philosophies:
Iran adopts a consequentialist model
emphasizing harm and restitution, whereas
France follows a formalist model rooted in
procedural integrity and deterrence through
fixed sentencing (Yavari, 2017). France’s legal
regime also includes mandatory
complementary sanctions such as professional
disqualification, which are optional in Iranian
law and left to judicial discretion under Article
19 of the Islamic Penal Code. Further
divergence is evident in the treatment of co-
offenders and instigators: while Iran applies
reduced penalties for attempted fraud, French
law imposes equal penalties on all
participants, underscoring its preventative
and collective accountability stance. Despite
these structural differences, both countries
recognize insurance fraud as a serious breach
of public trust and seek to protect the
legitimacy of contractual and commercial
relations through penal mechanisms.
Insurance credit institutions also play a pivotal
role in shaping national fraud policy. For
example, COFACE in France, initially a state
entity and later privatized, operates under
dual mandates: promoting national exports
and managing commercial risks on behalf of
the government. This semi-public model
allows France to centralize risk assessment,

provide transparent information systems, and
collaborate with judicial authorities on large-
scale fraud investigations. The Iranian
insurance system, however, suffers from
institutional fragmentation, delayed
compensation procedures, and insufficient
coordination between the judiciary and
insurance authorities. The lack of an
independent insurance regulatory authority,
combined with weak inter-agency
collaboration, has hindered fraud detection
and prosecution. The extended timeline for
resolving insurance insolvencies—often taking
years—undermines public confidence and
exposes systemic inefficiencies. Experts
suggest reforming Iran's insurance oversight
by either granting regulatory autonomy to the
Central Insurance Authority or integrating its
functions into a specialized judicial division
akin to the French system. Such reforms would
not only strengthen enforcement capacity but
also enhance public awareness and ethical
compliance in the insurance market.

In conclusion, insurance fraud represents a
multifaceted threat to legal systems, economic
stability, and public trust. While Iranian law
provides a broad legal foundation for
prosecuting fraud, it lacks the specific
instruments and procedural clarity found in
French law. Through comparative analysis,
this study identifies actionable reforms,
including codifying insurance-specific
offenses, refining disclosure obligations,
streamlining insurer-policyholder dispute
resolution, and reinforcing regulatory
oversight. These measures could significantly
improve Iran’s capacity to prevent, detect, and
penalize insurance fraud. By learning from the
French model and tailoring it to local legal and
cultural contexts, Iranian policymakers can
promote legal certainty, institutional
efficiency, and equitable access to justice in the
insurance industry.
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