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Development of the Insurance Market in Ukraine in the Context of Transformation Changes

Abstract. The article substantiates the feasibility of ensuring the development of the insurance market in Ukraine in the
context of digital transformations. It has been determined that the latest digital technologies are penetrating deeper into the global
insurance market, without bypassing any area of activity, but the volume of the insurance market in Ukraine is several times less
than in the developed countries of the world. The indicated factors which restrain the development of the insurance market in
Ukraine and characterized existing problems of the insurance market lead to low confidence in the companies of the sector and do
not allow it to develop properly. It has been established that in modern conditions of digital transformations, insurance companies
widely use innovative technologies that ensure the achievement of both short-term effects and long-term competitive advantages.
The directions of digitalization of the insurance market in Ukraine have been characterized and it has been substantiated that the
processes of digital transformation based on the development of information technologies of insurance companies contribute to
increasing competitiveness. In order to improve the situation in the domestic insurance market and maintain competitive positions,
insurance companies should actively use European and world experience, introduce and change models of insurance functioning,
and intensively introduce innovative technologies in insurance activities. The use of new technologies and management models in
practice will increase the efficiency of the provision of insurance services, require insurance companies to develop new insurance
products, taking into account the individual wishes of customers, and will also contribute to expanding the scope of using insurance
as a method of risk transfer in an integrated risk management system, as well as will ensure the creation of a unique competitive
advantage for those insurance companies that are able to introduce innovative digital technologies in accordance with the
individualized requests of customers.

Keywords: insurance, information technology, management of insurance companies, insurance market

YK 368

IInmnanoBa H.0., kKaHAWUJAT €eKOHOMIYHUX HayK, AoueHT Kadeapu ¢iHaHCiB, 6aHKIBCbKOI cpaBU Ta
CTpaxyBaHHs, MUKOJ/IaIBCbKMH HalllOHA/JIbHUM arpapHUi yHiBepcuTeT, M. MuKoJ1aiB, Ykpaina

Boanap O. A. KaHAWAAT €KOHOMIYHMX HayK, acUCTEeHT Kadegpu o¢iHaHCiB, 6aHKIBCbKOI CIpaBu Ta
CTpaxyBaHHs, MUKOJIaIBCbKUM HalliOHaJIbHUM arpapHUi YHiBepcuTeT, M. MukoJ1aiB, Ykpaina

P03BUTOK CTPAXOBOI'0 pUHKY YKpaiHU B yMOBaxX TpaHCPOpMaLiHHUX 3MiH

AHomayia. CyuacHa ekoHoMika, nepeGysaroyuu 8 npoyeci ModepHizayii, 3Haxodumsbcsl Ha mitl cmadii po3eumky, kKoau
HosimHi IT-mexHoa02ii npoHukaroms 8 yci chepu sicummedisibHocmi ii cy6'ekmis. PuHok Heb6aHKigcbkux iHaHCo8UX nocay2 He
€ suHsamkom. TexHos02ii ma Ho8I dxcepesa 0aHUX NPUHYUNOBO 3MIHIOIOMb eKOHOMIKY, @ MaKoXie MpPaAHCPHOPMYIoms cmpaxosy
2a/y3b. Memoiw cmammi € 8U3HAYEHHS] Meopemu4HuUX, MemoduyHUX ma NPaKmu4Hux 3acad po3sUMKYy Cmpaxoe8o20 PUHKY
Ykpainu e ymoeax mpancgopmayiiiHux 3miH. ¥ cmammi 30ilicHeHo 06rpyHmMyeaHHs doyinbHOCMi 3d6e3ne4eHHs1 po38UMKY
cmpaxoso20 puHKy Ykpainu e ymosax yugposux mpavcpopmayitl. BusnaueHi pakmopu, ujo cmpumyoms po3gumok cmpaxoeozo
PUHKY YKpaiHu ma oxapakmepu3o8aHi icHyHui npobsemMu puHKYy cmpaxy8aHHs, Wo hpu3zeodsims do HU3bKoi dogipu do komnaHit
cekmopy ma He daromb oMy HAAEe}CHO po3susamuchb. BcmaHosseHo, wo 8 cyvacHux ymosax yugposux mpaHcgopmayiil
CMpaxos8uMu KOMNAHISAMU WUPOKO BUKOPUCMOBYHOMbCA [HHOBAYIHI mexHoao2il, aKi 3a6e3neyyromb O00CS2HEHHs SK
Kopomkocmpokosux egekmis, mak i do820cmpoKosux KOHKYpeHmMHux nepesaz. OxapakmepusoeaHi Hanpsamu yugdposizayii
€cmpaxo8020 puHKy YKkpaiHu ma o6rpyHmoeaHo, wo npoyecu yugposoi mparHcpopmayii Ha 3acadax po3gumky iHgpopmayitiHux
mexHo/02ill cmpaxo8ux KOMNaHill cnpusitoms Nid8UWEHHI0 KOHKYPEHMOCNPOMOXCHOCMI. 3 Memoto NOKpawaHHs cumyayii Ha
8IMYUBHAHOMY CMPAX080MY PUHKY mMaA B6MPUMAHHS KOHKYPeHMHUX no3uyill cmpaxosi KOMNnaHii NOBUHHI aKMUueHO
suKopucmosysamu egponeticbkuli ma ceimosuii doceid, enposadicysamu ma 3miHo8amu Modeal cmpaxogo20 yHKYIOHY8AHHS,
iHmeHcueHo enposadicysamu iHHo8ayiliHl mexHo02ii y cmpaxosy disiibHicmb. BukopucmaHHs Ha npakmuyi HO8UX mexHo102ill
ma modesell ynpasaiHHa 00380aums nidsuwyumu egpekmusHicms HaA0AHHS CMPAXOBUX NOCAY2, suMazamume 8i0 cmpaxosux
KOMNAHIT po3pobKu HO8UX CMpaxosux npodykmie i3 8paxy8aHHAM iHOUBIOya1bHUX N06AXCAHb KAIEHMIB, @ MAKOXMC cnpusimume
pO3WUPEHHIO cihepu 8BUKOPUCMAHHS CMPAXYBAHHS 1K Memody hepedai pusuKy e KOMN/AeKCHIll cucmemi pusuk-meHeoHcMeHmy,
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a makoxc 3abe3neyums CMEOPEHHS YHIKAAbHUX KOHKYPEHMHUX nepegaz 048 MUX CMpPAxoe8ux KOMNAQHil, Aki 3damui
enpogadicysamu iHHosayitiHi yugposi mexHos102ii 8idnogidHo do indugidyanizogaHux 3anumis KaieHmia.
Kawouoei cnoea: cmpaxysanHs; ingpopmayitivi mexHo102ii; ynpagaiHHs 8 cmpaxos8ux KOMNAHISX; CMpaxoeuli pUHOK

Problem statement. Modern economic conditions are
impossible without the use of digital technologies, and
their development is becoming increasingly important
and leads to significant changes in the global economy.
The modern economy, being in the process of
modernization, is at the stage of development when the
latest IT technologies penetrate into all spheres of life of
its subjects. The non-bank financial services market is not
an exception. Technology and new data sources are
fundamentally changing the economy as well as
transforming the insurance industry. The use of
information technologies radically changes the meaning
and activities of participants in insurance relations in risk
management, there are changes in consumer behavior,
thanks to which policyholders have round-the-clock and
unlimited geographical access to information about
insurance conditions, the procedure for paying insurance
payments and the likelihood of receiving compensation,
possible promotional offers; the risks that insurers cover,
ways of mitigating them, allocating and managing claims
are also changing. In an increasingly digitalized world,
some risks will become less common, while others, like
cyber risk, are gaining more weight. Consequently, an
important factor in the successful competitive activity of
insurance companies is their readiness for transformation
and the ability to implement digital technologies.

Analysis of recent research and publications. The
problematic issue of the development of the insurance
market, its competitiveness in the context of global
economic development and informatization of society,
the definition of the role of insurance companies in the
context of digital transformations are described at the
work of such scientists as  VolosovychS. V.,
Demianchuk M. A., Nahaichuk N. H.,  Zhelizniak R. Y.,
Kraus N. M., Mandra N. H., Prikaziuk N., Shirinian L. V.,
HuntJ., Schwab K., Lovells H., SangitV. and others.
Without diminishing the importance of scientific
achievements of scientists, it should be noted that the
issues concerning the peculiarities of the development of
the insurance market in the context of digital
transformations remain insufficiently studied.

The objective of the study. The objective of the article
is to determine the theoretical, methodological and
practical foundations for the development of the
insurance market in Ukraine in the context of digital
transformations.

Statement of basic materials. The latest digital
technologies penetrate deeper and deeper into the global
insurance market, not bypassing any area of activity
[19, p.101]. In line with society's demands, insurance
companies will be forced to follow the path of digital
transformation and find ways to provide customers with
more options to customize the services they buy.
Individuals are only willing to pay for those items that they
actively use, assuming that specialists in all fields provide

a product of the highest quality [6]. It should be noted that
the volume of the insurance market in Ukraine is several
times less than in the developed countries of the world.
According to foreign insurance companies that are active
in the market, they began to introduce digital
technologies into their activities much earlier and offer
online insurance to customers. According to the rating,
which is covered by The Balance commerce team,
Lemonade, Insurify, Root, Metromile, Oscar Health are
considered to be the best digital insurance companies [5].
These are the companies that maximize customer
satisfaction, given their digital needs.

Today, the development of the Ukrainian insurance
market is constrained by a number of factors, in particular,
a number of insurance companies have problems with
solvency and liquidity, there is no clear business model,
the level of risk management and corporate governance is
low [9]. All this makes the market non-transparent and
non-competitive. Since 2013, some large insurance
groups, in particular AEGON, AXA, SEB, AIG and HDI, have
withdrawn from Ukraine, including due to unfair
competition in the market.

As of December 31, 2019, 233 insurance companies
were registered in the State Register of Financial
Institutions, 23 of which provided life insurance services
(hereinafter referred to as "life"), and 210 companies
provided insurance other than life insurance (hereinafter
referred to as “general insurance” / "non -life" insurance).
Since the 2000s, the number of insurance companies has
been relatively constant, however, after the crisis of 2008-
2009, it began to decline. So, in 2019 compared to 2018,
the number of companies decreased by 48 insurance
companies, compared to 2017 decreased by 61 insurance
companies [11].

In Ukraine, the insurance market is insignificant in
terms of assets and consumption of insurance services.
The penetration index (Insurance Penetration ratio),
which is defined as the ratio of the volume of attracted
insurance premiums to GDP, is 1.4% (of which "non-life" is
1.3%). For comparison, according to the World Bank,
Statista, the level of penetration of insurance services into
the German economy in 2018 was for "life" - 3.2%, "non-
life" - 1.9%. Note that despite a significant number of
companies, in fact, in the insurance market, the bulk of
gross insurance premiums - 98.1% - is accumulated by 100
non-Life insurance companies (47.6% of all non-Life
insurance companies) and 96.7% - 10 Life insurance
companies (43.5% of all Life insurance companies) [11]. In
2019, gross insurance premiums received by insurers in
insurance and reinsurance of risks from insurers and
reinsurers amounted to UAH 5,3001,200,000. The share of
gross premiums for "non-life" in 2019 amounted to 91.2%
of the total gross premiums, and only 8.7% was received
from life insurance. For comparison, in the EU, the share
of premiums under life insurance contracts is over 50%
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and is a source of long-term financing for the financial
sector.

In the structure of general ("non-life") insurance, the
largest share is occupied by auto insurance (KASKO
(Comprehensive Cover), OSTsPV (Compulsory insurance
of civil liability of car owners) (internal) and "Green Card")
- 28.5% of the total volume of insurance premiums
received in 2019. Many insurance companies, entering the
market, primarily focus on the implementation of motor
insurance. Life insurance under endowment insurance
contracts in Ukraine is unpopular and is carried out mainly
as an initiative on the part of employers. This is due to the
weakness of the country's economy, low demand for
insurance services, public distrust of insurance companies
and other factors. The existing problems of the insurance
market reduce confidence in companies in the sector and
do not allow it to develop properly. Among them:

1) Low solvency and liquidity. Today the system for
assessing the solvency of insurance companies is a
simplified adapted form of the European solvency
assessment system Solvency .

2) Imperfect business models of insurers. The
overwhelming majority of insurance companies in Ukraine
operate without a clear development strategy and
business model. The specifics of pricing lead to the
formation of a concentrated structure of the insurance
portfolio, non-diversification of products and insurance
risks. As a result, the dumping of insurance companies
further deepens the problems in the market.

3) Lack of market transparency and problems in
corporate governance. To date, there are no effective
control mechanisms for the proper disclosure of the
ownership structure of insurance companies, and there
are no proper standards and requirements for business
reputation. In addition, there are many insurers on the
market, the ultimate beneficial owners of which are
unknown, making it impossible to establish liability in the
event of a company's proof of insolvency.

4) The problem of protecting the rights of consumers
of insurance services. The Unified state register of court
decisions on the contextual search for "insurance", as of
November 18, 2020, contains more than 9 million court
acts related to insurance disputes, over the last year -
more than 20 thousand. The above statistics prove the
need to apply appropriate alternative mechanisms for
solving an important practical problem - protection of the
rights of consumers of insurance services. Note that in
Ukraine there is a public union “Ukrainian Insurance
Ombudsman”, created to protect the interests of
policyholders free of charge for them. In Ukraine, there is
also no mechanism for guaranteeing insurance payments
under long-term life insurance contracts; it is also one of
the reasons for the unpopularity of this type of insurance.

It should be noted that in the modern conditions of the
development of the digital economy, insurance
companies widely use innovative technologies that ensure
the achievement of both short-term effects and long-term
competitive advantages [14]. More than 90% of European

insurers expect COVID-19 to accelerate digital innovation
in the sector, according to a new study by the consulting
and research firm Information Services Group [12].

The influence of the latest technologies in the modern
financial market today is very difficult to overestimate. The
fintech industry is rapidly and continuously developing,
penetrating into all areas of financial activity and
demonstrating new and convenient financial services and
tools to clients [15]. High-tech alternative insurance projects
appear on the insurance market, which, over time, may
become serious competitors to traditional insurers. A new
generation of customers is emerging who trust less well-
known brands, giving an advantage to unique cheap products
[10].

The digitalization process of the Ukrainian insurance
market is currently at its initial stage. Modern insurance
technologies can only be introduced by companies that have
the financial capabilities and modernization of the main
business processes, since modern technologies are
fundamentally changing the schemes of interaction with
clients. The introduction of technologies allows insurers, first
of all, to reduce costs and optimize their business processes,
and, accordingly, create new high-tech methods of interaction
with customers. So, in 2017, high-tech companies in Ukraine
increased their income by an average of 6.2%, while other
participants in the insurance market only by 3.4% [17].

We support the opinion of scientists [4, 8, 3, 18], that
the main directions of development of the insurance
market in Ukraine in the context of digital transformations
are now several phenomena: internetization,
individualization and digitalization of insurance activities.

The Internetization of insurance activities s
implemented in insurance companies through not only
the Internet sale of insurance services, but also the
collection of information about the policyholders via the
Internet, as well as the settlement of insurance claims via
the Internet [13].

Factors contributing to the development of the
Internet of the insurance market are: increase in the
number of Internet users and persons engaged in Internet
commerce operations; emergence of legislative norms
regulating the interaction of the insurer and the
policyholder via the Internet; higher profitability of online
sales of insurance services and settlement of insurance
claims via the Internet;

— more active use of Big Data technologies by insurers
aimed at personalizing insurance services, offering them
and settling losses [8].

Individualization of economic relations, that is, a shift
away from mass standardized products in the insurance
market, manifests itself in the development of an
individual offer for insurance (at rates, risks and other
conditions) through the use of large databases, new
production technologies and wireless communication
technologies based on obtaining the widest possible set
information about the insured (including potential) and
the object of insurance.
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Table 1. Directions of digitalization of the insurance market in Ukraine

Directions Characteristics

Technology

Internetization

Use of the Internet, new production technologies,
wireless technologies and cloud technologies in the
business processes of the insurance company.

«Internet of things» (loT) BigData, insurance
marketplaces (EWA)

Individualization
wireless technologies.

Development of an individual insurance proposal using
large databases, new manufacturing technologies and

BigData, telethemes, telemedicine, virtual
reality, augmented reality, smart contracts,
cloud technology, chatbots

Digitalization

The use of digital technologies in the internal and
external business processes of an insurance company

Blockchain, smart contracts, mobile
supplements, remote access, ERP system,
CRM system

Source: prepared by the authors

Digitalization has a huge impact on the economy,
society and the development of the insurance market.
Digitalization in the insurance market implies the use of
digital technologies (digitization) in the internal and
external business processes of an insurance company [4].
Digitalization has also affected insurance products:
insurance companies are increasingly offering to buy their
products online. At the same time, most of the online
sales are still the merit of aggregators and marketplaces.
In Europe, aggregator websites are one of the main
sources of digital financial product sales. According to the
report of the consulting company McKinsey&Company,
more than 40% of all insurance premiums in developed
markets are generated by financial marketplaces, while
the share of mobile traffic for market leaders exceeds
50%. Users are attracted by the opportunity to compare
products of different companies comfortably and at a
convenient time, to analyze the pros and cons, to make
the best choice on one site, even starting a choice from a
smartphone, and completing a purchase from a personal
computer [12].

In many respects, the interest of insurance companies
in the digitalization of the insurance business is
determined by the degree of development of blockchain
technologies and the possibility of their use in various
business processes [7]. Distribution databases in
combination with smart contracts (digital contracts in
computer execution) can be used by insurers at the stage
of concluding insurance contracts, including when selling
policies related to other insurance services, as well as at
the stage of settling an insured event.

We believe that information technology directly
affects the competitiveness of insurance companies.
Firstly, information technologies dictate modern
principles of competition by changing the structure of the
insurance market. Secondly, information technology
provides additional productivity opportunities, creating a
competitive advantage. Thirdly, information technology is
capable of generating new types of insurance business
based on existing processes and operations in insurance
companies. Fourthly, information technology has a
flexible infrastructure, promotes the development of
dynamic interconnected organizational relations (IORS),
business process reengineering (BPR), product and service
diversification and scalability.

Therefore, we agree with the opinion of scientists [3],
that in order to increase the competitiveness of insurance
companies, it is advisable to introduce into their activities
a real-virtual digital marketing concept as a kind of
business philosophy focused on the full or partial
functioning of the insurance company on the Internet with
the implementation of specific for a virtual environment
marketing strategies, appropriate means and methods of
doing business with the aim of providing qualitative and
guantitative value to customers in a specific target
segment

Digital transformation processes based on the
development of information technologies of insurance
companies contribute to increasing competitiveness
through:

— increase in the efficiency and profitability of
insurance activities through the development of the
internal market based on the convergence of mutual and
commercial insurance;

— saving time in the implementation of customer
service operations and the sale of insurance products and
services, as well as costs associated with all types of
activities of insurance companies;

— development and implementation of new digital
insurance products and services through the socialization
of insurance relationships;

— realization of competitive advantages through
innovative business models, products and services

provided with the help of innovative insurance
technologies.
Conclusions. The conducted studies of the

peculiarities of the development of the insurance market
in Ukraine indicate that it is at the stage of formation and
adaptation to the requirements of the world insurance
market, as well as to modern globalization challenges
associated with the development of information and
communication technologies and the formation of the
digital economy. In order to improve the situation in the
domestic insurance market and maintain competitive
positions, insurance companies should actively use
European and world experience, introduce and change
models of insurance functioning, and intensively
introduce innovative technologies in insurance activities.

The use of new technologies and management models
in practice will increase the efficiency of the provision of
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insurance services, require insurance companies to as will ensure the creation of a unique competitive
develop new insurance products, taking into account the  advantage for those insurance companies that are able to
individual wishes of customers, and will also contribute to  introduce innovative digital technologies in accordance
expanding the scope of using insurance as a method of risk  with the individualized requests of customers.

transfer in an integrated risk management system, as well
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