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The expandance of global integration processes in the world economy in 

recent years has created favorable conditions for criminal structures for money 

laundering [10]. This issue became extremely acute on the background of the 

growing size of the shadow economy in Ukraine [12, 27]. Nowadays, scientists 

mostly pay attention to the using of banking operations to money laundering. 

Instead, very small attention is paid to money laundering through insurance 

companies [21]. Therefore, it is important to identify and describe the risk of money 

laundering through the operations of insurance companies [14, 7]. 

Given the specifics of insurance operations and services other non-bank 

financial institutions, the level of their involvement in the process of money 

laundering proceeds also differs. The highest level of involvement in legalization 

among financial institutions is typical for banks [2, 9]. For example, in the first three 

quarters of 2020, the State Financial Monitoring Service registered 43,226,226 

notifications of financial transactions subject to financial monitoring. Of these, 

4281902 notifications were received from banking institutions and just 43920 from 

non-bank financial institutions and organizations and 404 notifications were 

received from specially designated subjects of primary financial monitoring [23, 24, 

1, 9, 11]. 

At the same time, it is fair to say that the most popular non-bank financial 

activities among fraudsters are the operations of insurance companies [28]. In 

Ukraine, the market of insurance services is relatively young and dynamically 

developing. According to National Commission for State Regulation of Financial 

Services Markets only in the first quarter of 2020, the volume of gross insurance 

premiums amounted to UAH 11.549 billion, and insurance payments – UAH 3.750 
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billion [16]. The National Bank of Ukraine in the Review of the non-banking sector 

states an increase in the level of payments from 25% to 30% by insurance companies, 

which characterizes the growth of the insurance services market in Ukraine [15, 8, 

3, 13]. The low level of control over the operations of insurers, a large number of 

insurance companies in Ukraine, the possibility of using one company at once three 

risk-sharing instruments: life insurance, general insurance and reinsurance makes 

the insurance sector attractive for money launderers [18, 6, 17]. 

 We describe the risk of money laundering through the life insurance. The 

most risky in this case are operations: 

1) Acquisition of a single premium policy. Under this type of life 

insurance, the assurer pays the insurer a lump sum in exchange for a guarantee of 

payment in the event of reaching the age under the contract or in the event of death. 

This method allows money launderers to get rid of a large amount of money 

momentally, and after some time to get an insurance payment in the form of "net" 

money. 

2) Obtaining an annuity. Money laundering is carried out upon receipt by 

the subject of legalization of insurance payments, after payment of insurance 

premiums with "dirty" money. 

3) Buying insurance policies with lots of small regular premiums to 

avoid undue attention. It is possible, as financial monitoring is usually of interest to 

large sums of money. 

4) Deliberate overpayment of premiums or return of premiums by 

insurance companies directly to the assurer's bank account [19]. 

5) Replacement of the beneficiary. Currently, the number of beneficiaries 

of life insurance is not limited legally . It is also possible to change the beneficiary 

in the process of insurance. This vulnerability leads to stratification of money when 

receiving insurance benefits [5]. 

6) Return of the policy. Legalization entities can return their policies with 

losses, to return their deposited money. 

Life insurance has larger risk of money laundering than general insurance. 

The main reason for this is the investment nature of life insurance. Yes, the premium 

paid by the policyholder in general risk insurance is related to a specific type of risk 

and the type of risk covered by the policy. As a rule, such insurance is limited to the 

potential return of an unfinished or unused premium. Non-residential goods do not 

have accumulated monetary or investment value. However, these restrictions do not 

exclude the risk of using this type of insurance for money laundering. 

Examples of the use of general insurance can be: 

a) using of funds obtained illegally for the payment of premiums or 

significant overpayment of premiums, followed by a request for a refund of both full 

and overpaid amount. 
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b) insurance of movable or immovable assets for illegal funds, further 

intentional damage to the asset and obtaining compensation under the policy [22]. 

c) using of pseudo-insurance contracts. With this type of insurance, 

companies seek to "avoid" risks, the probability of which is minimal or almost zero. 

After concluding a contract, part of the sum insured paid by related parties in the 

insurance company is converted into cash and returned to the managers of the 

enterprise. In addition, this scheme is used by companies to evade taxation by 

reducing the tax burden [20]. 

d) using of fictitious insurance of financial risks. In this case, fraudsters 

are easily forging insurance cases for financial risks. For example, if the receipt of 

funds under the supply contract was insured and such an insured event occurs within 

a very short period of time after the singing of the contract [4]. 

Reinsurance should be mentioned separately. Reinsurance has a significant 

risk of being used in the process of money laundering. One of the main threats is the 

withdrawal of capital from the country through reinsurance companies. As quite 

often national insurance companies due to significant risks are forced to reinsure in 

foreign insurance companies, which is used by fraudsters [25, 26]. 

The risk of money laundering through insurance transactions is 

underestimated and insufficiently studied. This is evidenced by the low number of 

suspicious transactions from non-bank financial institutions and the large number of 

vulnerabilities in insurance to build schemes to legalize illegal income. Imperfect 

regulatory requirements in this area can be traced. Therefore, government regulators 

should make additional efforts to manage and reduce the risk of using the operations 

of insurance companies. 

This work is carried out within the taxpayer-funded researches: No. 

2020.01/0185 «Optimization and automation of financial monitoring processes to 

increase information security of Ukraine». 

 

References 

1. AlAli, M. S. (2020). Liquidity Management and Banks Financial Performance 

in Kuwait. Financial Markets, Institutions and Risks, 4(3), 105-111. 

https://doi.org/10.21272/fmir.4(3).105-111.2020 

2. B. Mehdi. (2018). Financial stability and Solvency of Algerian banks, 

application of stress tests from 2012 to 2016. Financial Markets, Institutions and 

Risks, 2(4), 57-67. DOI: http://doi.org/10.21272/fmir.2(4).57-67.2018 

3. Barhaq, A. R., Zakutniaia, A. (2017). Central bank transparency: cross-country 

comprehension (example of inflation reports). Business Ethics and Leadership, 1(2), 

47-54. Doi: 10.21272/bel.1(2).47-54.2017 

4. Bublyk, M., Koval, V., & Redkva, O. (2017). Analysis impact of the structural 

competition preconditions for ensuring economic security of the machine building 

https://doi.org/10.21272/fmir.4(3).105-111.2020
http://doi.org/10.21272/fmir.2(4).57-67.2018


196 
 

complex. Marketing and Management of Innovations, (4), 229 - 240, 

http://doi.org/10.21272/mmi.2017.4-20 

5. Camilleri, M. (2012). What is the real money laundering risk in life insurance? 

High-Risk, Low-Risk or No Risk – That is the Question. ACAMS Today: The 

Association of Certified Anti-Money Laundering Specialists. Retrieved from: 

https://www.acamstoday.org/what-is-real-money-laundering-risk-in-life-insurance/ 

6. Csaba K., Bellász, Z. V. (2017). Terrorism and the information security of 

media content with special regard to ISIS, the Balkans and Russia SocioEconomic 

Challenges, 1(1), 13-19. http://doi.org/10.21272/sec.2017.1-02. 

7. Dmytrov, S., Medvid, T. (2017). An approach to the use of indices-based 

analysis subject to money laundering and terrorist financing national risk assessment 

SocioEconomic Challenges, 1(1), 35-47. http://doi.org/10.21272/sec.2017.1-04. 

8. Fomina, J., Vynnychenko, N. (2017). Fiscal transparency: cross-country 

comparisons. Business Ethics and Leadership, 1(2), 39-46. Doi: 

10.21272/bel.1(2).39-46.2017 

9. Gatsi, J. G.(2020). Effects of International and Internal Remittanaces on 

Financial Inclusion in Ghana. Financial Markets, Institutions and Risks, 4(3), 109-

123. https://doi.org/10.21272/fmir.4(3).109-123.2020 

10. Kendiukhov, I., & Tvaronaviciene, M. (2017). Managing innovations in 

sustainable economic growth. Marketing and Management of Innovations, 3, 33-42. 

http://doi.org/10.21272/mmi.2017.3-03. 

11. Khan, M.A., Kishwar, A. (2020). Natural Resource Rent and Financial 

Development Nexuses in Bangladesh: The Role of Institutional Quality. Financial 

Markets, Institutions and Risks, 4(2), 108-114. 

https://doi.org/10.21272/fmir.4(2).108-114.2020. 

12. Levchenko, V., Kobzieva, T., Boiko, A., & Shlapko, T. (2018). Innovations in 

Assessing the Efficiency of the Instruments for the National Economy De-

Shadowing: the State Management Aspect. Marketing and Management of 

Innovations, 4, 361-371. http://doi.org/10.21272/mmi.2018.4-31 

13. Logan, W., Esmanov, O. (2017). Public financial services transparency. 

Business Ethics and Leadership, 1(2), 62-67. Doi: 10.21272/bel.1(2).62-67.2017 

14. Lyulyov, O. V., & Pimonenko, T. V. (2017). Lotka-Volterra model as an 

instrument of the investment and innovative processes stability analysis. Marketing 

and Management of Innovations, (1), 159-169. http://doi.org/10.21272/mmi.2017.1-

14 

15. National Bank of Ukraine. (2020). Review of the non-banking financial sector, 

October 2020. Retrieved from: 

https://bank.gov.ua/admin_uploads/article/Nonbanking_Sector_Review_2020-

10.pdf?v=4 [in Ukrainian] 

16. National Commission for State Regulation of Financial Services Markets. 

(2020). Results of insurance companies activities for the first quarter of 2020 

http://doi.org/10.21272/mmi.2017.4-20
https://www.acamstoday.org/what-is-real-money-laundering-risk-in-life-insurance/
http://doi.org/10.21272/sec.2017.1-04
https://doi.org/10.21272/fmir.4(3).109-123.2020
http://doi.org/10.21272/mmi.2017.3-03
http://doi.org/10.21272/mmi.2017.3-03
https://doi.org/10.21272/fmir.4(2).108-114.2020
http://doi.org/10.21272/mmi.2017.1-14
http://doi.org/10.21272/mmi.2017.1-14
https://bank.gov.ua/admin_uploads/article/Nonbanking_Sector_Review_2020-10.pdf?v=4
https://bank.gov.ua/admin_uploads/article/Nonbanking_Sector_Review_2020-10.pdf?v=4


197 
 

Retrieved from: https://www.nfp.gov.ua/files/OgliadRinkiv/SK/sk_I_%202020.pdf 

[in Ukrainian] 

17. Marchenko D.M., Yarovenko H.M. (2006) Avtomatyzovani informatsiini 

systemy upravlinnia – resurs pidvyshchennia efektyvnosti vnutrishnoho kontroliu 

pidpryiemstv [Automated informational systems of management as a resource for 

enterprise internal control efficiency increase]. Current economic problems, no. 10, 

pp. 150-159. Available at: http://essuir.sumdu.edu.ua/handle/123456789/52016 
18. Sineviciene, L., Shkarupa, O., Sysoyeva, L. (2018). Socio-economic and 

Political Channels for Promoting Innovation as a Basis for Increasing the Economic 

Security of the State: Comparison of Ukraine and the Countries of the European 

Union. SocioEconomic Challenges, 2(2), 81-93. DOI: 10.21272/sec.2(2).81-93.2018 

19. Skliar I., (2018). Towards the assurance of transparency and quality of higher 

education in Ukraine: National Qualification Framework. Business Ethics and 

Leadership, 2(1), 96-105. Doi: 10.21272/bel.2(1).96-105.2018 

20.  State Financial Monitoring Service of Ukraine. (2012). Current methods and 

ways of legalization (laundering) of proceeds from crime and terrorist financing 

Retrieved from: 

https://fiu.gov.ua/assets/userfiles/411/%D0%A2%D0%B8%D0%BF%D0%BE%D

0%BB%D0%BE%D0%B3%20%D0%94%D0%A1%D0%A4%D0%9C%D0%A3/

2012%2027%2012_2012.pdf [in Ukrainian] 

21. Subeh, M. A., Boiko, A. (2017). Modeling efficiency of the State Financial 

Monitoring Service in the context of counteraction to money laundering and 

terrorism financing. SocioEconomic Challenges, 1(2), 39-51. 

http://doi.org/10.21272/sec.1(2).39-51.2017. 

22. The Financial Action Task Force. (2018). Public Consultation on the Draft 

Risk-based approach Guidance for the Life Insurance Sector. Retrieved from: 

http://www.fatf-

gafi.org/media/fatf/documents/Draft%20RBA%20Guidance%20Life%20Insurance

%20for%20private%20sector%20consultation.docx 

23. Ukrainian state open data web portal. (2020). Data about registered by State 

Financial Monitoring Service of Ukraine reports on financial transactions. Retrieved 

from: https://data.gov.ua/dataset/936c9070-aa05-408b-bc36-

c33d3cfd4734/resource/70c2562e-2b1d-4614-aedd-

a0ac9fca55df/download/iiikv_2020.xlsx [in Ukrainian] 

24. Vasylieva, T., Harust, Yu., Vynnychenko, N., & Vysochyna, A. (2018). 

Optimization of the financial decentralization level as an instrument for the country’s 

innovative economic development regulation. Marketing and Management of 

Innovations, 4, 381- 390. http://doi.org/10.21272/mmi.2018.4-33 

25. Vieriezubova, T., Levchenko, V. (2017). Openness of the insurance market for 

foreign entities: methodology and experience of Ukraine. Financial Markets, 

Institutions and Risks, 1(2), 87-95. http://doi.org/10.21272/fmir.1(2).87-95.2017 

https://www.nfp.gov.ua/files/OgliadRinkiv/SK/sk_I_%202020.pdf
http://essuir.sumdu.edu.ua/handle/123456789/52016
https://fiu.gov.ua/assets/userfiles/411/%D0%A2%D0%B8%D0%BF%D0%BE%D0%BB%D0%BE%D0%B3%20%D0%94%D0%A1%D0%A4%D0%9C%D0%A3/2012%2027%2012_2012.pdf
https://fiu.gov.ua/assets/userfiles/411/%D0%A2%D0%B8%D0%BF%D0%BE%D0%BB%D0%BE%D0%B3%20%D0%94%D0%A1%D0%A4%D0%9C%D0%A3/2012%2027%2012_2012.pdf
https://fiu.gov.ua/assets/userfiles/411/%D0%A2%D0%B8%D0%BF%D0%BE%D0%BB%D0%BE%D0%B3%20%D0%94%D0%A1%D0%A4%D0%9C%D0%A3/2012%2027%2012_2012.pdf
http://doi.org/10.21272/sec.1(2).39-51.2017
https://data.gov.ua/dataset/936c9070-aa05-408b-bc36-c33d3cfd4734/resource/70c2562e-2b1d-4614-aedd-a0ac9fca55df/download/iiikv_2020.xlsx
https://data.gov.ua/dataset/936c9070-aa05-408b-bc36-c33d3cfd4734/resource/70c2562e-2b1d-4614-aedd-a0ac9fca55df/download/iiikv_2020.xlsx
https://data.gov.ua/dataset/936c9070-aa05-408b-bc36-c33d3cfd4734/resource/70c2562e-2b1d-4614-aedd-a0ac9fca55df/download/iiikv_2020.xlsx
http://doi.org/10.21272/fmir.1(2).87-95.2017


198 
 

26. Yarovenko G.M., Basenko T.O (2012) Avtomatyzatsiia audytu rozrakhunkiv z 

oplaty pratsi [Automation the audit of wages calculations]. Efficient economy, no. 

3. Available at: http://www.economy.nayka.com.ua/?op=1&z=989 

27. Yarovenko, H., Kuzmenko, O., Stumpo, M. (2020). DEA-Analysis Of The 

Effectiveness Of The Country’s Information Security System. SocioEconomic 

Challenges, 4(3), 142-153. https://doi.org/10.21272/sec.4(3).142-153.2020 

28. Zakutniaia, A., Hayriyan, A. (2017). Transparency as competitive advantage of 

innovation driven companies. Business Ethics and Leadership, 1(1), 46-54. Doi: 

10.21272/bel.2017.1-06 

 

 

http://www.economy.nayka.com.ua/?op=1&z=989
https://doi.org/10.21272/sec.4(3).142-153.2020

