EarekTpoHHE HaykKoBe (paxoBe BUAAHHS 3 eKOHOMIYHHX HayK «Modern Economics», No31 (2022), 135-141
https://modecon.mnau.edu.ua | ISSN 2521-6392

JEL Classification: G22 DOI: https://doi.org/10.31521/modecon.V31(2022)-18

Allahverdiyeva Iryna, PhD student, Mykolayiv National Agrarian University, Mykolayiv, Ukraine

ORCID ID: 0000-0001-5924-2387
e-mail: irinaallahvrd2022@gmail.com

Trends in the Development of the Insurance Market of Ukraine in the Conditions of Transformational
Changes

Abstract. Introduction. In modern conditions, the result of globalization processes are rapid changes in the world
economic system, in particular in its financial sphere, which cause not only positive but also negative consequences. Therefore,
there is an objective need to deepen research on the functioning and identify promising areas of insurance market development.
After all, in the process of their activity, insurance companies ensure the formation of effective market mechanisms for attracting
investment resources into the national economy.

Purpose. The purpose of the study is to study the main trends in the insurance market of Ukraine in modern conditions of
transformational change and globalization processes and substantiation of promising areas to increase its efficiency.

Results. It is established that the main destructive factors that hinder the development of the insurance market of Ukraine
include: reducing the level of solvency and liquidity; lack of a clear business model; unfounded approaches in financial risk
management; uncertainty of the strategy and program of formation of financial security of the insurance market as a component
of security of the non-banking financial sector and others. During 2011-2021 there is a clear trend to reduce the number of
insurance companies. At the same time, the level of insurance penetration and concentration of the insurance market of Ukraine
in premiums is much lower than similar world and European countries. Insurance companies belong to high-risk financial
institutions. Therefore, the obligatory structural elements of the strategy of strengthening the financial security of the insurance
market of Ukraine are substantiated. In addition, the principles of financial risk management in the financial security system of
the insurance market are presented. It is established that in order to increase the competitiveness of insurance companies it is
necessary to first adapt their business models to digital requirements, modernize major technology platforms, expand analytical
capabilities of databases, improve interaction with all members of the insurance ecosystem.

Conclusions. Modern dynamic conditions of globalization and a number of destructive factors necessitate the development
of a strategy for the formation of financial security of the insurance market of Ukraine, as well as the justification of rational
approaches to managing financial risks of insurance companies. It is established that the reorientation of the insurance market to
digital technologies is a defining requirement of the transformational world. The period of implementation of digitalization
processes causes insurers to move from outdated sales channels of insurance products to find new ways to communicate with
customers, develop innovative approaches to the insurance business. We are convinced that the simultaneous development of
internetization, individualization and digitalization will provide a synergistic effect in the process of digitalization of the insurance
market of Ukraine and bringing it to a qualitatively new level of development in the conditions of transformational changes.
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Annaxseppaiesa 1. B., acnipanT, MukosaiBCbKMI HalliOHaJbHUHM arpapHuil yHiBepcuTteT, MukoJais,
Ykpaina

TeHAeHIii pO3BUTKY CTPaX0BOI'0o pUHKY YKpaiHU B yMOBax TpaHcpopManiiiHUX 3MiH

Y cyuacHux ymoeax pezysbmamom 2a06a4i3ayiliHux npoyecie € cmpiMki 3MiHU y c8imo8ill eKOHOMIYHIl cucmemi,
30Kpema 8 if pinancosill cepi, ki sukAUKAOMb HEe MiALKU NO3UMU8HI, a Ui HezamueHi HacAiOku. Bidmak, uHukae 06'‘ekmusHa
nompe6a nozaubaeHHsi docaidxceHb npobsaem @YHKYIOHY8AHHS MA BU3HAYEHHS] NEPCneKMuBHUX HANpsiMi8 po38UMKY
cmpaxosozo puHKy. Addice, y npoyeci cgoei disibHocmi, cmpaxosi komnaHii 3a6e3neyyroms Gopmy8aHHs eheKMUBHUX PUHKOBUX
MeXaHI3Mi8 3a/y1eHHsl IHeecmuyitiHuX pecypcie y HayioHA/AbHY eKOHOMIKY.

Memorw cmammi € 8ue4eHHS] OCHOBHUX MeHOeHyill po3eumky cmpaxoso2o puHKy YKpaiHu 8 cy4acHux ymoseax
mpaHcopmayitiHux 3miH [ eanobanizayitiHux npoyecie ma o6rpyHMy8aHHsl NepcneKmMuBHUX HAnNpsmie nideuujeHHs: iozo
epekmueHocmi.

IIpomsizom 2011-2021 pp. cnocmepizaembcsl yimka meHOeHYist 00 3MEHWEHHS Kilbkocmi cmpaxosux komnaHiil. I[Ipu
YboMy pieeHb NPOHUKHEHHS] CMPAaxy8aHHs ma KOHYeHmpayis cmpaxo8o20 puHKy YKpaiHu 3a npemisimu € 3HaGYHO HUXCHUMU, HIC
aHano2ivHi c8imoei NokasHUKU ma NOKA3HUKU €8ponelicbkux KpaiH. Bidmak, o6rpyHmoeaHo Heo6XidHicmb po3pobku ma
0608’513K08I cmpykmypHi esemeHmu cmpamezii 3miyHeHHs1 iHaHcosoi 6e3neku cmpaxosozo puHky Ykpainu. Kpim mozo,
HasedeHO NPUHYUNU yNpasaiHHA GIHaHCOBUMU pu3ukamu 8 cucmemi piHaHcosoi 6eaneku cmpaxo8o20 pUHKY.

BcmaHoeseHo, wjo nepeopieHmysaHHsi cmpaxoeo2o PUHKY Ha Yugdposi mexHosoz2ii € 8UHAYAALHOW BUMO20H
mpaHcgopmayitinozo ceimy. Ilepiod enposadicenHs yugposizayitinux npoyecie 3yMoenr0€e cmpaxosukie nepexodumu eid
3acmapinux kamaaie 36ymy cmpaxosux npodykmie 0o noulyky HO8Ux cnocobie 38’s13ky 3 KjaleHmamu, po3pobku iHHo8ayiliHux
nidxodie do eedeHHs cmpaxoso2o 6i3Hecy. 3 Memoio nid8UUeHHS KOHKYPEeHIMOoCcnpoMOXCHOCMI cmpaxo8uM KOMNaHisM HeobxioHo,
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8 nepuiy 4epzy, adanmyeamu 8/1dcHi 6i3Hec-modeni do yugdposux sumoz, ModepHizyeamu OCHOBHI MexHO/102i4HI naiamgopmu,
pO3WUP8AMU aHAATMUYHI Modcaugocmi 6a3 0aHUX, NOKpawumu 83aemodilo 3 yciMa y4acHUKamu cmpaxoeoi ekocucmemu.
IlepexoHaHi, o odHo4acHuli po3gumok iHmepHemu3sayii, indugidyasizayii ma didxcumanizayii 3a6e3neyums cuHepeemMuyHUll
egpekm 8 npoyeci yugpoeisayii cmpaxosozo puHKy Ykpainu ma susedeHH 1020 HA SIKICHO HOBUIl pigeHb pO3BUMKY 8 YM0OBAX

mpaHcopMayitiHux 3MiH.

Kamwuyoei cnoea: cmpaxosuil puHok; 2no6anizayis; mpaHc@opmayitini 3miHu; @inaHcosi pusuku; yudgpoeizayis

CMpaxy8aHHs.

Formulation of the problem. Globalization processes
create global problems that increase the field of potential
conflicts and financial instability in the world. The result of
globalization processes is rapid changes in the world
economic system, in particular in its financial sphere, which
cause not only positive but also negative consequences. In
the current dynamic conditions of globalization there is an
objective need to deepen research on the problems of
functioning and identify promising areas of development of
the insurance market. After all, in the process of their activity,
insurance companies ensure the formation of effective
market mechanisms for attracting investment resources into
the national economy.

Analysis of recent research and publications. Questions
of factors of development, estimation and perspective
directions of functioning of the insurance market are
reflected in researches of modern scientists, in particular: N.
Vnukova, 0. Zhuravka, N. Nagaichuk, A. Poltorak, L. Shirinyan
and others. A number of researchers (O. Hrybinenko, Y.
Klapkiv, M. Lehmann, R. Picus, etc.) substantiate the role of
digitalization, digitalization and virtualization processes in
the development of the insurance market of Ukraine.
However, the current trends in the development of the
insurance market of Ukraine in the conditions of
transformational changes and the main factors that
determine them need in-depth study.
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Formulation of research goals. The aim of the study is to
study the main trends in the development of the insurance
market of Ukraine in the current conditions of
transformational changes and globalization processes and
substantiation of promising ways to increase its efficiency.

Outline of the main research material. The current state
of the insurance market in Ukraine indicates existing
problems and potential threats. The main destructive factors
that hinder its development include: reducing the level of
solvency and liquidity; lack of a clear business model;
unfounded approaches in financial risk management;
uncertainty of the strategy and program of formation of
financial security of the insurance market as a component of
security of the non-banking financial sector and others.

Note that the dynamics of development of insurance
companies indicates a clear trend to reduce their number
(Fig. 1). Thus, compared to 2011, the number of insurers at
the end of the third quarter of 2021 decreased by more than
60% - from 442 to 169 companies, of which: IC "Life"
decreased from 64 to 17 companies, and IC "non- Life"- from
378 to 152 companies. This is primarily due to the
strengthening of regulations on solvency and capital
adequacy, as a result of which a number of insurance
companies do not meet these requirements and close their
operations. In addition, the situation with the COVID-19
pandemic also had a significant impact on the decline of key
insurance market indicators.

442 a4 207 -
400 379 352 345 361
323 312 310 294 281
300 271 261 g5t 33
216 19810

200 15369
1 64 62 62 57
00 49 39 33 30 23 20 17

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021*

W IC "Life" IC "non-Life" General amount

Figure 1 - Number of insurance companies in Ukraine by types of insurance "Life" and "non-Life" in 2011-2021 *

Source: built by the author on the basis of data [13]

* Note: 2021 (data for 3 quarters)

It should be noted that the change in the NBU's
requirements for the activities of insurance companies
necessitated an increase in the assets of insurers, which
explains the growth of their assets in 2018-2020 (Table 1).
Thus, the total assets of insurers in 2020 compared to

2016 increased by 15.8% (UAH 8,849.4 million) and
amounted to UAH 64,925 million.

Despite the reduction in the number of insurance
companies in the market, the volume of gross insurance
premiums during 2016-2019 had a positive upward trend.
However, due to the destructive factors mentioned
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above, in 2020 compared to 2019 their volume decreased
by 14.7% (due to the non-life segment) and amounted to
45,200 million hryvnias.

As for the level of insurance payments, in 2020
compared to 2018 and 2019 it increased significantly and

amounted to 33.8%, but remains relatively low, as almost
67% are still at the disposal of insurance companies and
cover their costs during the implementation of insurance
services and provide favorable conditions for investment
in order to increase their own income [12].

Table 1. The main indicators of the insurance market of Ukraine in 2016-2020

2020 comparing to
_ Years 2016
Indicators
2016 2017 2018 2019 2020 +/- %
Total assetfﬂ?ﬁig’;“rers' UAH 1 60756 | 573810 | 634933 | 638668 | 649250 8849,4 1158
Assets defined in Art. 31 of the
Law of Ukraine "On Insurance"
for the presentation of 35071,9 36084,6 40666,5 44609,9 48705,2 13633,3 138,9
insurance reserves, UAH
million
| i AH
”S“ra”cerﬁ;‘;':r']”ms’ U 35170,3 | 43431,8 | 49367,5 | 53001,2 | 45200,0 10029,7 1285
Insurance payments, UAH
million 8839,5 10536,8 10536,8 14338,3 14340,2 5500,7 162,2
The level of gross payments,% 32,3 36,0 26,1 27,1 33,8 1,5 -

Source: built by the author on the basis of data [7]

Insurance companies today are considered high-risk
financial institutions. As a result, a new model of insurance
market regulation is gradually being implemented in Ukraine,
taking into account international IAIS principles, world best
practices and European Union directives. Along with this, it
should be noted that the level of financial security of the
insurance market of Ukraine today remains low. In particular,
indicators such as the level of insurance penetration and the
concentration of the insurance market for premiums are
much lower than similar global and European countries [11].
Such trends necessitate the development of a strategy for the
formation of financial security of the insurance market of
Ukraine, as well as the justification of rational approaches in
managing the financial risks of insurance companies.

Mandatory structural elements of the strategy for
strengthening the financial security of the insurance market
should be:

- characterization of internal and external threats to
financial security that actually exist or are potentially
possible;

- definition and consideration of national interests in
financial relations, their parameters and criteria;

- formation of effective financial and regulatory policy
and development of a mechanism to neutralize the impact of
destabilizing factors;

- identification of long-term priorities in the
implementation of a set of tasks to strengthen financial
security in the context of globalization;

- implementation of the system of measures defined in
the strategy, taking into account long-term priorities.

Given the relevance of the risk-oriented approach in the
regulation and supervision of insurance companies, we have
identified a set of principles that should take into account the
process of financial risk management in the financial security
system of the insurance market of Ukraine (Fig. 2). Among

them, the fundamental principle of legal certainty, which is
to establish clear and understandable for compliance with
the requirements of the activity through a system of laws and
regulations, including with schedules to bring the activities of
insurance companies in line with the new requirements. This
principle is basic in the current regulatory policy of the NBU
[15], as its observance will create an appropriate basis for
further development and growth of reliable insurers, as well
as provide conditions for proper performance of insurers of
their functions in economic terms as a whole.

In the context of globalization and transformational
changes, the main factors in the development of the
insurance market are economic instability, increased
regulatory requirements, natural risks and reduced return on
investment. These data were obtained by the Economic
Intelligence Unit as a result of a survey of 322 heads of
insurance intermediaries from North America, Europe and
Asia on the prospects for the development of the industry
until 2030 [14]. In order to prepare for future global changes,
insurance market participants are updating and changing the
architecture of their activities. In addition, world insurance
market leaders are focusing on deepening specialization,
moving from traditional insurance to digital platforms,
creating new cross-sectoral products and more.
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Principles of optimization of financial risks in the system of financial security of the insurance market

Continuity

The process of identifying, analyzing, assessing risks and monitoring

their management is carried out continuously

Economic
efficiency

Lo

The
exc

costs of the process of optimizing financial risks should not
eed the assessment of the destructive effects of these risks

Systematic

Risk management in this subsystem of financial security should be
taking into account the relationship with other security subsystems

of the state

Prevention

Early identification of growing threats to financial security and
implementation of measures aimed at minimizing them

No conflict of interest

Optimizing risks in the security system cannot have a destructive

effect on other national security systems

Proportionality

Regulatory requirements and intensity of supervision are
determined based on the size, significance, complexity of the

business model and the company's risk profile
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Perspective

The analysis of activity is carried out taking into account the
understanding of the business plan, prospects and potential risks

of the company

Timely response

IR R

Assess potential risks and identify them at an early stage for timely

follow-up communication or appropriate action

Professional judgment

!
|

The assessment is based on reasoned and substantiated
conclusions based on knowledge and experience, as well as on a
comprehensive and comprehensive analysis of information

Legal certainty

!
U

Establishing clear and understandable requirements for
compliance through a system of laws and regulations, including
with schedules to bring the activities of insurance companies in

line with the new requirements

Figure 2 — Principles of financial risk management in the financial security system of the insurance market

Source: proposed by the author on the basis of systematization [10, 15]

It should be noted that the transition of the insurance
business to digital technology is a defining requirement of
today. After all, in conditions of intensified competition,
growing demands from consumers and supervision, the
insurance market is rapidly taking a leading position at the

forefront of technological progress [3]. Every year, remote
claims settlement services are developing, the number of
online sales of insurance products is growing, mobile
applications, chatbots, etc. are being introduced.
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To determine the capabilities of our country in
digitalization (including the insurance industry) is
important modern project "Ukraine 2030E - a country
with advanced digital technology" from the Ukrainian
Institute of the Future [1]. This project contains an analysis
of the current state of digitalization, proposals for
improving the automation of business processes,
promising areas and guidelines for the future. In order to
increase competitiveness, insurance companies must first
adapt their business models to digital requirements,
modernize major technology platforms, expand the
analytical capabilities of databases, improve interaction
with all members of the insurance ecosystem.

In total for the last 10 years the sum of investments in
digitalization of world insurance activity has made 24,4
billion dollars. Despite the year of the global economic
crisis due to the Covid-19 pandemic, the number of
transactions registered at the end of the third quarter of
2020 was 275 units for investments worth more than $ 5
billion (Fig. 3).

By the third quarter of 2020, almost 60% of
agreements were concluded outside the United States,
which reinforces the general trend of previous years in the
world. Investment in insurance technology is increasingly
worldwide, with the number of transactions increasing by
50% in the UK and almost 45% in the US [4].

350 7000
p =314
300 6000
275
262
250 5000
218
200 4000
176
I Investment
150 3000
P 132

100 94 2000
50 l I 1000

2014 2015 2016 2017 2018 2019 2020

I Investment 868 2721 1742 2274 4167 6348 5028

Transaction 94 132 176 218 262 314 275

Figure 3 — Number of transactions and volume of investments in digitalization of insurance in the world, 2014-2020 *, million
dollars

Source: built by the author according to [4]

* Note: 2020 (data for 3 quarters)

Researching the insurance market of Ukraine, it is
necessary to identify the following areas of digitalization,
which are actively developing: the formation of electronic
policies (Fig. 4), remote recording of accidents, online
sales, etc. Among the most popular technological
solutions used in insurance are the following: big data,
artificial intelligence and machine learning (20%);
insurance based on the time of use (on the principle of
"pay when you drive") (13%); telematics (13%); insurance
for the loT sphere (Internet of Things) (12%); robot
advisors and chatbots (10%), blockchain (4%) [2].

According to Insurance TOP in 2021, the most popular
among insurers in Ukraine were the following online

services: concluding new insurance contracts or extending
existing ones (51%); online settlement without a visit to
the office (29%) and remote referral of the insured event
(25%). Such data were obtained by insurers through a
survey to calculate the Digital Insured Index for the second
half of 2021, which showed its growth by 1 percentage
point (from 43% to 44%) compared to the first half of the
same year [5]. In the Ukrainian market of Internet sales,
the leaders are CICLO policies. This became possible due
to the amendments to the order of the National Financial
Services Commission dated 31.08.2017 Ne 3631 on the
peculiarities of concluding contracts of compulsory
insurance of civil liability of owners of land vehicles [8].
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Figure 4 — The number of concluded electronic policies in Ukraine, 2018-2020, units

Source: built by the author according to [6]

During 2020, more than 2 million electronic policies
were concluded. This shows that for consumers of
insurance services, obtaining policies online is a very
convenient process, as it avoids paperwork and reduces
the time spent on the contract. Note that for the period
January-November 2021, this figure increased almost 2
times compared to the same period in 2020.

It should be noted that recently there has been a
significant increase in investment in the activities of
InsureTech - technology companies, whose significant
growth is associated with the growth of the digital
economy. The main goal of InsureTech - technology
companies is to develop IT solutions for insurance
companies [9]. InsureTech actively uses the latest
technologies when working with commercial clients. In
particular, in such areas of cooperation as peer-to-peer
and digital brokerage operations, the target audience of
which is small and medium-sized enterprises.

Digitalization processes contribute to the entry of the
insurance market into a new modern stage of
development, allow insurers and policyholders to use
innovative global technologies and receive a wide range
of benefits. Yes, for the insured, the ability to make online
inquiries in the field of insurance is a convenient process,
as it allows you to perform the necessary procedures
without visiting the office and saving time. In turn, for the
insurer the main benefit of the implementation of digital
technologies is to increase sales and, as a result, to
increase financial revenues from insurance policies and
investments. In the future, the effective functioning of the

digital sales of insurance products requires the efforts not
only of insurance market participants and investors, but
also the state, which through the application of laws and
regulations will regulate insurance transactions on the
Internet and stimulate digital infrastructure.

Conclusions. Thus, in the current dynamic conditions
of globalization, the insurance market of Ukraine needs
the latest integrated approaches to ensure the efficiency
of operation and increase competitiveness. First of all,
current trends necessitate the development of a strategy
for the formation of financial security of the insurance
market of Ukraine, as well as the justification of rational
approaches to managing financial risks of insurance
companies. In addition, it is established that the
reorientation of the insurance market to digital
technologies is a defining requirement of the
transformational world. The period of implementation of
digitalization processes causes insurers to move from
outdated sales channels of insurance products to find new
ways to communicate with customers, develop innovative
approaches to the insurance business. The digitalization of
the insurance market is significantly influenced by such
processes as internetization, individualization,
digitalization. We are convinced that the simultaneous
development of these areas will provide a synergistic
effect in the process of digitalization of the insurance
market of Ukraine and bringing it to a qualitatively new
level of development in the conditions of transformational
changes.
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