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A STRATEGY OF INSTITUTIONAL DEVELOPMENT IN THE MARKET OF INSURANCE

Abstract. The article describes the authentic strategy of institutional development in the market of
insurance in Ukraine, which is realized on the way of a building of effective protection of their econom-
ic interests by society through the insurance system, main priority of development strategy in the mar-
ket of insurance service in Europe. Current European standards concerning the financial condition of
insurance institutions and assess the quality of insurance services. The main vectors of the strategy
for institutional development of the insurance market are described too.
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0. M. Knankis, k. e. H.
CTPATErA IHCTUTYUIOHAINIBHOIO PO3BUTKY PUHKY CTPAXOBUX NOCNYIr

AHomauiss. Y cmammi okpecrieHoO asmeHmuy4Hy cmpamezito iHemumyyioHaibHO20 PO38UMKY pu-
HKy cmpaxosux rociye YkpaiHu, Wo peanizyemscs Ha wiisixy nobydosu cycninbcmea epheKmueHoO20
3axucmy ce0ix eKOHOMIYHUX iHmepecie Yepe3 cucmemMy cmpaxysaHHs. Oxapakmepu308aHO OCHOBHI
npiopumemu cmpameeil po38umky puHKy cmpaxosux nocnye €eponu. Po3ansHymo dito4i Hopmu €C
wo0o hiHaHCOB8020 CMaHy cmpaxosux iHemumyuili ma OUiHKU SSKocmi cmpaxosux rocsye. Buokpewm-
JIEHO OCHOBHI 8eKmMopu cmpameaii iHcmumyUuioHaslbHO20 PO38UIMKY PUHKY CMpPaxoeux rocrye.

Knroyoei cnnoea: cmpameeisi iHcmumyuioHasibHO20 pO38UMKY; PUHOK CMpaxoeux rocnye; cmpa-
Xxoea rocriyea; NamocrpOMOXHICMb; IHmMepecu crioxuesaya; PUu3uKu.

0. M. Knankus, K. 3. H.
CTPATEINmAa MHCTUTYLUUOHAITIbHOIO PA3BUTUA PbIHKA CTPAXOBbBIX YCIYT

AHHOMauyusi. B cmambe 0bpucog8aHo aymeHMUYHy0 cmpameauto UHCMUMmMyyuUoHansHo20 pas-
8UMUSsI pbIHKa CMpaxoebix ycrlye YKpauHbl, Komopas peanu3yemcs Ha rnymu rnocmpoeHusi obwecmesa
aghghekmusHOU 3auumbl C8OUX IKOHOMUYECKUX UHMepecos Yyepe3 cucmemy cmpaxosaHus. Oxapak-
mepu308aHbl OCHOBHbIE PUOPUMEMbI cmpameauu pa3sumusi pbiHKa cmpaxosebix yciye Eeporbi.
Paccmompenb! delicmsytouwue HopMmbl EC omHocumernbHO ¢huUHaHCOB8020 COCMOSIHUS CMpPaxoebiX
yupexoeHuUl U OUEHKU Kavecmea cmpaxoebix ycriye. BbideneHbl 0CHOBHble 8eKMOpbI cmpameauu
UHCMUMyyuoHabHO20 pa3sumus pbiHKa Cmpaxoebix ycriye.

Knroyeenie crioea: cmpameausi UHCMUMYyUUOHaIbHO20 Pa3eumusi; PbIHOK CMpaxoebiX yciye;
cmpaxoseasi ycriyaa,; ninamexecrnocobHocme; UHMePEChl nompebumernsi; pUucku.

Urgency of the research. The concept of insurance business allows to share the effects of certain
risk to the entire population. Thus, sharing and trust insurance is one of the determining factors of so-
cio-economic development. Research has shown that insurance services the most effective and de-
manded are for people with low or middle-income level [1]. Insurance is an important part of finance
both individual households and the whole economy. Life insurance products help to increase savings,
especially long-term. The purpose of such savings may vary; among the most popular are the accu-
mulation of education and pension insurance.

Surely, the role of institutions providing public insurance services will grow along with changing the
volume and level of benefits from social security and health care system.

Target setting. The strategy of insurance companies’ activity was based on a number of concepts.
Starting with the concept of "social insurance fund" proposed by K. Marx [2], the "concept of the insur-
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ance market development until 2010", or "Programs of the insurance market in Ukraine for 2001-
2004", which laid the foundation principles of regulation and potential growth insurance market without
a clear separation of the strategy of institutional development which provide insurance services.

Analysis of recent research and publications. Famous Ukrainian scientist M. V. Mnich predicted
a significant transformation of global society, and its successor would be the construction of economic
strategy of social development, taking into account insurance or even insurance management [3]. This
assertion is based on the concept of M. S. Klapkiva, who offered his own vision of social order, with
the following stages: an agrarian society Industrial society Information Society Community of risk The
Society, effectively protecting their economic interests through insurance system. [4]

In our opinion, the strategy of institutional development in the insurance market should be based on
the formation of “Society, effectively protecting their economic interests through insurance” and EU
Directives, as prospective regulation norms for Ukrainian market.

Non-researched aspects of the problem. Thus, the current stage of economic development re-
quires isolating of priority actions in the long run. Modern society places new demands on the quality
of offered insurance services institutions and financial stability of these institutions, it creates a strate-
gy aimed at bringing them to the state of compliance with leading international standards.

Purpose setting. Based on the concepts, priorities and existing EU regulations norms, to form and
outline the strategy for institutional development of the insurance market of Ukraine, summarize the
key aspects and future properties sought insurance services.

The statement of basic materials. The strategy of institutional development of the insurance mar-
ket based on financial policy and implemented within the concept of development of this sphere. The
domestic insurance market governed by a number of concepts and strategies, either defined specially
for it, or those who directly or indirectly mentioned. The essence of insurance company policy is to
create an alternative choice, where a national priority is either the introduction of compulsory social
insurance meaningful or encouraging voluntary types of insurance including through tax breaks and
grants [5]. The concept of our country provides for reduction of social protection, so it stimulates citi-
zens to protect their own property, relatives and sustainability of their development themselves [6].

In our opinion, the strategy of institutional development of the insurance market should focus on
ensuring transparency and predictability of the insurance market institutions aimed at coordinating the
activities of the insurance market and the formation of high-quality services that are able to meet the
growing needs. This strategy is part of the policy of social and economic development and formulates
its specific features (goal, key targets and measures for their implementation).

Among the bases of institutional development of the market of insurance services, can be provided
a number of concepts and direction of European integration. After all, the ultimate goal is competitive,
demanded insurance services, and compliance with EU standards for membership in Ukraine which
should progress.

The financial crisis of 2008 had a significant impact at the insurance market of Ukraine and Euro-
pean Community. Assessing its impact on the development was developed the strategy, in order to
minimize the expected future negative effects of future crises. This document is submitted to the 2011
at European Commission "Europe 2020". The strategy for intelligent and sustainable development,
inclusive growth. (EUROPE 2020 A strategy for smart, sustainable and inclusive growth) [7].

The basis for the design of the document as a strategy has three priorities: intelligent growth (which
may be reflected directly in insurance services), stable development (ensuring the stability of financial
institutions and well-being of the client), promoting growth and social progress (aided insurance busi-
ness). The strategy "Europe 2020" strategy does not directly shaped the development of the insurance
market, but the indirect effect is that the relevant market should form the basis for covering risks. The
paper focuses on consumer protection, refusal to support the financial sector, strengthening the role of
financial institutions.
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Legal at the insurance companies are imposed many requirements to ensure the safety of insur-
ance. Because of their social and economic importance, the insurance activity is subjected to control
by a specialized body of public administration, the last 5 years in Ukraine such body is the "National
Commission for State Regulation of Financial Services Markets".

One of the most important criteria for evaluating the financial condition of the insurance company is
solvency, meaning, the ability of the company to settle in time. It is one of the main requirements for
insurance activity either in Ukraine or in the EU, concerning the solvency margin. Requirements for the
solvency margin, which became the foundation of modern regulatory approach in Europe, appeared in
1946 in the UK and predicted that the company, which specializes at other kinds of insurance not the
life insurance, total assets have exceeded total liabilities by 10 % of the premiums. Today solvency in
Europe determined the two systems requirements - "Solvency I" and "Solvency 11" [8, p. 89]. In fact,
with the development of the insurance market, the emergence of new products and the formation of
new insurance services, the existing requirements no longer fully reflect the risks incurred by insur-
ance institutions.

Rules of Solvency Il were divided into 3 levels: Level 1 - Directive of Solvency Il, together with
amendment (Omnibus II); Level 2 - Regulatory and technical standards (Regulatory Technical
Standarts); Level 3 — propagation of Technical Standards (Technical Standarts), and Guidelines
(Guidelines). Directive Omnibus Il specifies the effective date of Solvency Il, as a range of technical
standards that are developed by EIOPA (European Insurance and Occupational Pensions Authority).

It is one of the tasks that should include the development strategy, should be the introduction of the
principles of Solvency Il in Ukraine, in order to correct a number of deficiencies in the existing regula-
tions. Appropriate identification and assessment of risk monitoring may protect against significant
losses. The risks to which the institution is subject insurance can be divided into:

» actuarial risks associated with future technical results, which depend on random factors: frequen-
¢y, intensity loss, operating costs, changes in the portfolio, cancellation or conversion of insurance
contracts;

« financial risks, faced by each financial institution. This interest rate risk, credit risk, market risk,
foreign exchange risk. The system aims to harmonize the principles relating to the accounting of in-
surance institutions, the calculation of technical provisions and principles of investing.

The strategy of institutional development the market of insurance in terms of European integration
should consider the impact of new trends in risk management in insurance, widely used financial engi-
neering and accounting standards that meet the requirements of the IASB (International Accounting
Standard Board). So, the basic idea of European regulations is enforcing the solvency margin and
achieves greater synchronization in determining the level of technical provisions.

Another vector of institutional development of the insurance market, we distinguish between the
quality of insurance services and protection the rights and interests of consumers [9]. In this matter,
recommendations European Banking Authority (EBA), European Securities and Markets Authority
(ESMA) and the European Insurance and Occupational Pensions Authority (EIOPA) are noteworthy.
What were tested in the UK by the supervisor of the financial market (Financial Services Authority).
These recommendations include two new elements, covering all the insurance services and imple-
menting continuous assessment of insurance products and insurance intermediaries’ actions from the
perspective of interests of consumers of financial services. Therefore, in consideration of orientation
changes towards the interests of the consumer and the quality and reliability of insurance services
should be directed strategy of institutional development in the market insurance services.

This strategic change of shift supervision of the insurance market from the state or supranational
entities directly to the insurance institution. This is implemented through the formation of internal pro-
cesses, functions and strategies of insurance institutions whose purpose is the development of insur-
ance products, placing them on the market monitoring and surveillance throughout their life cycle. With
this tactic is to implement six major effects:

e primary identification of target market of the product;

¢ identifying market segments where the use of this product is inappropriate;

e analyzing of product changes with catastrophic scenarios;

134

Klapkiv, Y. M. A Strategy of institutional development in the market of

insurance ) ev-ne |



HaykoBwuii BicHuk Moniccs Ne 4 (8), 4. 1, 2016 Scientific bulletin of Polissia Ne 4 (8), p. 1, 2016

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM rOCIIO4APCTBOM

e to make possible analyzing the product, to identify hidden malware to client specifications, and
making appropriate changes;

e to promote to the definition of the relevant output channels, considering both the characteristics
of the product and their customers;

e to audit insurance intermediaries in order to assess their level of compliance with the insurance
company accepted standards.

Thus, the adaptation of such changes in the operation strategy should form the institutional devel-
opment of the insurance market, since the approach to insurance services directly to the insurance
institution, forming the consumer a positive and useful experience from its consumption.

Conclusions. Despite the fact, that the insurance market in Ukraine develops, its quantity and
quality indices are far from the leading European countries. We singled out two main vectors strategy
for institutional development of the insurance market: it is long-term changes aimed at financial institu-
tions and state government supervision in accordance with international standards; and changing the
approach to insurance service directly by the insurance company that must provide insurance services
with the interest of the clients as priority.

The gradual introduction of protection standards of consumers rights for financial services due to
the tactics of approximation of national legislation with European Directive, which will increase de-
mand and satisfaction of insurance services consumer. The development strategy of the institutions
should be directed to increase the transparency and understanding of insurance activity.

Due to the current and future part of insurance in economic development of Ukraine, we consider
implementing of a genuine strategy for institutional development of the insurance market necessary,
because it is a part of a society that will protect their economic interests through the use of insurance
services. In the future the insurance will be the most popular way for risk transferring, because along
with ensuring financial stability of institutions, customers rights and interests, increases awareness of
the need and usefulness of insurance services consuming.
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