ECONOMIC ANNALS-XXI

SOCIETY AND ECONOMY: THE CONSEQUENCES OF CONFLICTS

ECONOMIC ANNALS-XXI
ISSN 1728-6239 (Online)
ISSN 1728-6220 (Print)
https://doi.org/10.21003/ea
http://www.soskin.info/ea/

Volume 182 Issue (3-4)'2020
Citation information:

Valinkevych, N., Polchanov, A., & Kovalenko, Ye. (2020). A strategy of insurance market development in conditions of latent military
conflict in Ukraine. Economic Annals-XXI, 182(3-4), 15-24. doi: https://doi.org/10.21003/ea.V182-02

UDC 368.1

Nataliia Valinkevych Andrii Polchanov Yevhen Kovalenko
D.Sc.(Economics), Professor, D.Sc. (Economics), Associate Professor, PhD (Economics), Deputy Director,
Zhytomyr Polytechnic State University Zhytomyr Polytechnic State University Department of International Education,
103 Chudnivska Str., Zhytomyr, 10005, Ukraine 103 Chudnivska Str., Zhytomyr, 10005, Ukraine Sumy State University
natali1573@ukr.net polchanov@gmail.com 2 Rymsky-Korsakov Str., Sumy, 40007, Ukraine
ORCID ID: ORCID ID: kovalenko@econ.sumdu.edu.ua
https://orcid.org/0000-0001-8804-868X https://orcid.org/0000-0001-6019-9275 ORCID ID:

https://orcid.org/0000-0002-2111-9372

A strategy of insurance market development
in conditions of latent military conflict in Ukraine

Abstract. One of the basic preconditions of overcoming economic consequences of the military conflict in
the East of Ukraine is a developed financial sector, an integral part of which is insurance market. Considering
existence of internal problems of the industry’s development, that are strengthened by influence of military-
political instability, the domestic insurance companies cannot fully achieve effective redistribution of risks
and capital, as well as provide stability of economic system in the whole. This research is directed to the
theoretical justification of a perspective strategy of the insurance market’s development in conditions of
latent military conflict as well as to offer the appropriate practical recommendations for Ukraine.

In order to achieve the set goal, there was substantiated the necessity of a complex application of the general
scientific and special methods of cognition, namely methods of abstraction, analysis, synthesis, grouping,
analogy and comparison, as well as the economic-mathematical methods.

Basing on the official data on aninsurance market’s development in Ukraine, there was revealed a tendency to
worsening of its abilities in provision of national financial security, that is confirmed by shortening of volumes of
insurance premiums and formed insurance reserves, as well as reduction of ratio of the insurance premiums
to GDP and number of population in Ukraine during the last years. Moreover, with the help of instruments
of correlation-regressive analysis, there was revealed a dependence of the level of the insurance market’s
financial potential usage on the level of insurance penetration in Ukraine in the years 2002-2019.

We define economic problems of latent military conflict, which can be solved with the help of insurance
market, in particular, a slow economic growth, conditioned by a high level of credit risks, the unresolved
issues of responsibilities’ fulfillment by insurance companies in conditions of military conflict and after it,
as well as a rapid increase of financial needs of healthcare system. In accordance to this, there were given
recommendations concerning their solution, which foresee a priority in medical insurance development,
widening of insurance conditions and list of insurance risks, connected with bank crediting, as well as
development of new insurance products, considering an influence of a military conflict’s factor. In conditions
of overcoming the consequences of military conflict, the transformation of insurance market’s role appears,
which is connected with increase of risks level and slowing down of financial resources movement.

The proposals, formed as the result of this research, can be useful to develop the perspective plans of
Ukrainian insurance market’s development. At the same time, the coordination of actions of the state
regulators, unions of market’s participants, owners and management of insurers, as well as consumers of
insurance services, are needed.

Keywords: Military Conflict; Post-Conflict Reconstruction; Strategy; Insurance Market; Insurance; Medical
Insurance; Risk
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KoBaneHko €. B.

KaHOMaaT EKOHOMIYHUX HayK, 3aCTYNHMK ANPEKTOPA, AenapTaMeHT MiXHapOaHOiI OCBITH,

Cymcbknin pepxaBHuii yHiBepcuteT, Cymun, YkpaiHa

CTtpaTterisi po3BUTKY CTPaxXOBOIro PUHKY

B YMOBaX HasiBHOCTI JIaTEHTHOro BilCbKOBOIro KOHMNIKTY B YKpaiHi

AHoTauia. NepcnekTmBmM PO3BUTKY CTPAxXxOBOro PUHKY YKpaiHM MoB’si3aHi 3 HEOOXIAHICTIO BUPILLEHHS
BHYTPILLHIX NPO6aeM CTaHOBMIEHHS Ta PYHKLIOHYBAHHS CTPaxyBaHHS, a TakoX MOAOJIAaHHAM €KOHOMIYHUX
HacnigkiB BOEHHOrO KOHONIKTY Ha cxoni YkpaiHu. OCHOBHOIO METOI MPOBEAEHOro AO0CHIOXEHHS €
OKpPECSIeHHsI MEepPCNEeKTUBHOI CTpaterii PO3BUTKY CTPaxoBOro PUHKY YKpaiHn B yMOBax JIaTEHTHOro
BilicbkoBOro KoH®NikTy. CTaTTs nobymoBaHa TakMM YMHOM: MepLua YacTMHa AOCHIOXKEHHS NpUCBaYeHa
BUSABJIEHHIO TEHAOEHLLIN PO3BUTKY CTPAxoBOro PUHKY YKpaiHu Ta OUiHL BBAEMO3B’A3KY PiBHA NPOHUKHEHHSA
CTpaxyBaHHs 3 pPiBHEM BUKOPUCTaHHS ¢iHAHCOBOIro NOTEHLUjany CTPaxoBOro PUHKY, a Apyra — BUSHa4EeHHIO
Npo6s1eM NOCTKOHPNIKTHOIO BiIHOBNEHHSA EKOHOMIKM, LLIO MOXYTb Oy TM BUPILLIEHI 32 AOMOMOIO0 CTPax0BOro
PVHKY 3 BiAMOBIOHMMM PEKOMEHAALISIMU LLLOA0 iX BUPILLEHHS 3 YPaxXyBaHHSAM BiTYN3HSAHUX OCOBMMBOCTEN.
MeToamM4HUM IHCTPYMEHTapieEM NPOBEOEHOIO AOCNIOXKEHHS CTanM 3arajlbHOHAYyKOBI Ta crneujianbHi MeToan
ni3HaHHs, 30Kkpema mMeToan abcTparyBaHHsl, aHanidy, CMHTE3y, IpynyBaHHs, aHanorii Ta NOPIBHAHHS, a
TakoX EKOHOMIKO-MaremMaTuyHi MeToau.

Y cratTi NpeacTaBneHo pes3ynbTath aHanidy MoKa3HUKIB PO3BUTKY BITYU3HAHOMO CTPAaxOBOro PUHKY,
SIKMIA 3aCBIOYMB MOTIPLLIEHHS MO0 MOXJ/IMBOCTEN Yy 3abe3neyeHHi HauioHanbHOI ¢giHaHCOBOI 6e3neku, a
TakKOX ICHYBaHHS 3aN€XHOCTi PiBHS BUKOPUCTAHHA (iHAHCOBOIro NOTEHLiaNy CTPaxoBOro PUHKY Bif, PiBHA
NPOHNKHEHHS CTpaxyBaHHa B YkpaiHi npotarom 2002-2019 pp. OkpiMm TOro, BUSBMEHO, WO B YMOBax
JNIAaTEHTHOrOBiICbKOBOIO KOHMMIKTY NiABULLYETLCS PIBEHb PU3VKIBICMOBINILHIOETLCA PYX PiIHAHCOBUXPECYPCIB
Mi>XX eKOHOMIYHUMW areHTam, BifnoBiAHO A0 Y4oro 6yno BU3Ha4eHO OCHOBHI HAaNpPsiMM PO3BUTKY CTPaxoBOro
pUHKY YkpaiHu. BoHW nepepbayaloTb NPIOPUTETHUI PO3BUTOK MEANYHOrO CTPaxyBaHHS, PO3LUMPEHHS
YMOB CTpaxyBaHHS Ta Nepesiiky CTPaxoBUX PU3KKIB, MOB’A3aHUX i3 BAHKIBCbKUM KPeAUTYBAHHSAM, a TakoX
pPO3p06KY HOBUX CTPaxXOBUX MPOAYKTIB, SIKi BDaxXOBYIOTb BMNB GaKTOPY BOEHHOIO KOHMNIKTY. Lle cnpusatime
MiHiMi3aLii pM3uKiB, YyTNIMBMX OO BOEHHOrO KOHOIKTY, 3a6e3ne4yeHHi0 eKOHOMIYHOIrO 3POCTaHHA Yyepes
CTpaxyBaHHS PU3UKIB i CTUMYNOBaHHIO GaHKIBCLKOIO KpeANTYBAHHS, 3HUKEHHIO HAaBaHTaXEHHS Ha BtoaxeT
Y YaCTUHi piHAHCYBaHHA OXOPOHM 340POB’A B YMOBAX JIATEHTHOIO BiINCbKOBOIO KOHMIKTY.

Pe3ynbtatm npoBeaeHOro AOCHIAXKEHHS MOXYTb OYyTU KOPUCHUMU AN PO3POOKN NEPCHEKTUBHMX MNAHIB
PO3BUTKY CTPax0OBOro PUHKY YKpaiHM B KOHTEKCTi NOA0NaHHSA HACMiaKiB BOEHHOIO KOHMIKTY.

Knio4yoBi cnoBa: BOEHHUI KOHMNIKT; NAaTeHTHUA BIMNCbKOBUN KOHMMIKT; NOCTKOHMIKTHE BiOAHOB/IEHHS;
cTpareris; CTpaxoBuil PUHOK; CTPAxXYBaHHSA; MeOUYHE CTPaxyBaHHS; PU3UK.
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[ocynapCTBEHHbLIN YHUBEPCUTET « KMTOMUPCKAa nonmTexHmnkar, Xutommp, YkpanHa
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DOKTOP 93KOHOMUYECKMX HayK, AOLLEHT, AOLEHT kadenpbl PMHAHCOB U KpeauTa,

[ocynapCTBEHHbIN YyHMBEPCUTET « KMTOMUPCKAs noamtexHmukar, Xutommp, YkpanHa

KosaneHko E. B.

KaHOWAaT 93KOHOMUYECKUX HayK, 3aMecTuUTe b AnpeKTopa, AenapTaMeHT MexXayHapoaHoro obpa3oBaHus,
CyMcCKuii rocyaapcTBeHHbIN yHUBepcuTeT, Cymbl, YkpanHa

CTtpaTterus pa3Butus CTpPaxoBOro pbiHKa

B YCJIOBUSIX HAJIM4YMS NNAaTEHTHOr0 BOEHHOro KoHdnukTa B YKpauHe

AHHoTauumsa. NepcnekTnBbl PasBUTUS CTPAXOBOIO pbiHKa YKpaunHbl CBSA3aHbl C HEOOXOAMMOCTbIO PeLLEHUS
BHYTPEHHUX NPO6GSEeM CTaHOBNEHUS N (YHKUMOHMPOBAHMS CTPaxoBaHUs, a Takke NpeonosieHneEM
3KOHOMMNYECKMX MOCNEeACTBUM BOEHHOIO KOH(PIMKTAa HA BOCTOKE YKpaviHbl. OCHOBHOW LIENBIO MPOBEAEHHOIO
nccnenoBaHus senseTcs pa3paboTka NepcnekTUBHOWM CTpaTerMm pasBuUTUS CTPAxXOBOro pbiHKa YKpauHbI
B YCJIOBUSAX NATEHTHOIO BOEHHOro KOHGNMKTA. [lepBas 4acTb CTarbM MOCBSLLLEHA BbIABNEHNIO TEHAEHLUNI
pPasBUTUSA CTPAxXOBOro pbiHKa YKPawmHbl U OLEeHKE B3aMMOCBA3W YPOBHSA NMPOHUKHOBEHUSI CTPaxoBaHWs C
YPOBHEM MCMNOJIb30BaHUS GPUHAHCOBOrO NOTEHLMaNa CTPaxoBOro pbiHka, a BTopas —onpeaeneHnio npodnem
NOCTKOHMJINKTHOrO BOCCTAHOBEHNS] 3KOHOMUKM, KOTOPbIE MOTYT OblTb PELUEHbl C MOMOLLbIO CTPAaxoOBOro
pblHKa C COOTBETCTBYIOLMMN PEKOMEHAALMAMMN MO UX PELLEHUIO C YHETOM OTE€YECTBEHHbLIX 0COOEHHOCTEN.
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MeToanyecknm MHCTPYMEHTaApMEM NPOBEAEHHOIO UCCNEA0BaHNS cTanu ObLeHay4yHble 1 CneuyasnbHble
MEeTO[bl MO3HAHWS, B YaCTHOCTM MEeToAbl abCTparMpoBaHusl, aHanna3a, CUHTe3a, rpynnuMpoBKU, aHanornm mn
CpaBHEHM4, a TakXXe 9KOHOMUKO-MaTeMaTnyeckme MetTobl.

PeaynbTrarblaHanu3anokasaresien passnTUsaCTpaxoBOropblHkaykasdblBalOTHAYXYALLEHNEErOBO3MOXHOCTEN
B 00ecnevyeHmn HauMoHanbHOW (GUHAHCOBOM 6E€30MacHOCTU U CYLLECTBYIOLLYIO 33aBUCUMOCTb YPOBHS
NCnonb30BaHNs GUHAHCOBOrO NOTEHUMAaNa CTPaxoOBOro pbiHKa OT YPOBHS MPOHMKHOBEHUS CTPaxoBaHWA
B YkpanHe B 2002-2019 rr. ABTOpblI OOHAPYXWUIM, YTO B YCJIOBUSIX NTATEHTHOrO BOEHHOrO KOHMIMKTa
NOBLILLAETCSH YPOBEHb PUCKOB 1 3aMeJIAeTCs ABUXeHNe GUHAHCOBLIX PECYPCOB MEX/AY 3KOHOMUNYECKUMU
areHTam, B COOTBETCTBMU C YeM OblIM onpeenieHbl OCHOBHbIE HANPaBNEeHUS Pa3BUTUSI CTPAXOBOM0 pPbiHKA
YkpaunHbl. OHM NpegycMaTpmBaloT NPMOPUTETHOE Pa3BUTUE MEAMLIMHCKOrO CTPaxoBaHWS, pacluMpeHue
YC/IOBUIA CTPAxXOBaHUS 1 MEPEYHSI CTPAXOBbIX PUCKOB, CBA3aHHbIX C 6AHKOBCKMM KPEAUTOBAHNEM, a TakXe
pa3paboTKy HOBbIX CTPAxXOBbIX NPOAYKTOB, Y4YMUTbIBAOWMX BANSHUE daKTOopa BOEHHOrO KOHMAMKTA. 3TO
Oynet cnocobCcTBOBAaTb MUHUMN3ALMN PUCKOB, YYBCTBUTENbHBIX K BOEHHOMY KOHMAUKTY, 06ecnevyeHumio
9KOHOMWYECKOro pocTa Yepesd CTpaxoBaHME PUCKOB M CTUMYIMPOBaHMIO GAHKOBCKOINO KpeauToBaHUS,
CHUXEHMIO Harpysku Ha OlOXeT B YacTu GUHAHCMPOBAHUS 30PaBOOXPAHEHUS B YCJIOBUSX JTATEHTHOIO
BOEHHOI0 KOHMInNKTA.

Pe3ynbtatel NPOBEAEHHOIO MCCNEN0BaHUSA MOMyT ObiTb MONE3HbIMU ANS Pa3paboTku NepCheKTUBHbIX
NAaHOB PasBUTMSA CTPaxOBOr0 pblHKA YKpauHbl B KOHTEKCTE MPeonofieHUs MNOoCneacTBUii BOEHHOMO
KOHpMKTA.

KnioueBble cnoBa: BOEHHbI KOHMJIUKT; NATEHTHbINA BOEHHbIN KOHMINKT; CTpaTerusi; CTpaxoBOn PbIHOK;
CTpaxoBaHue; MeauLUNHCKOE CTPpaxoBaHNe; PUCK.

1. Introduction

The provision of access to financial services is one of the main direction of the post-conflict
reconstruction, especially needed to stimulate a small and medium business development, that
creates demand for products and services and provides replenishing of the budgets at expense
of taxes and other mandatory payments. The modern financial market is characterized by many
instruments to satisfy consumers’ financial needs as well as different financial institutions, spe-
cializing on them. Despite an important role of banking institutions in overcoming the conse-
quences of a military conflict, they cannot be equated with all financial institutes, as banking
activity has some restrictions, while specific of the banking business processes does not allow
adapting to provide simultaneously all financial services.

In order to solve this issue, there appeared processes, the most common in the world, that
made cooperation between banks, insurance companies and other non-banking institutions
deeper, while the relevant tendencies were also in the domestic market. In our opinion, while using
the existing clients’ base of commercial banks to promote their own services, the insurers begin to
multiply their influence not only in the financial market, but also in economy in the whole. Besides,
the development of this direction of financial mediation is connected with a growing demand for
services that cannot be directly given by the banking institutions.

In this regard, the research of the perspectives to develop insurance market of Ukraine in con-
ditions of the post-conflict reconstruction of economy is perspective enough.

2. Brief Literature Review

The issue of insurance market development has been studied in the works of many resear-
chers. In particular, C. C. Lee and C. W. Lin (2016) have revealed existence of a positive influence
of globalization and political stability on insurance market development, at the same time it was
found, that financial liberalization hinders development of the branch. Further study of this is-
sue allowed establishing that influence of globalization on insurance market development dif-
fers from the level of economical development of the countries (Lee & Chiou, 2016). The further
studies of these scientists, basing on hypothesis «to much finance», have proved the existence
of a non-linear interconnection between insurance market development and economical growth
(Lee, Lee & Chiou, 2017). M. Eling and Jia R. (2019) have revealed that profitability and efficien-
cy in insurance branch mostly depend on such external factors as growth of GDP, level of insu-
rance penetration, inflation and interest rate. Such scientists as Balciar M., R. Gupta, C. C. Lee
and G. Olasehinde-Williams (2020) claim that national movement, level of education and finan-
cial development have positive influence on growth of insurance premiums, at the same time in-
flation increases, which leads to shortage of amount of insurance market. Examples form the
countries - members of OECD have proven that growth of insurance premiums and payments,
level of insurance penetration have positive influence on economical growth after the economic

Valinkevych, N., Polchanov, A., & Kovalenko, Ye. / Economic Annals-XXI, 182(3-4), 15-24

17



ECONOMIC ANNALS-XXI
SOCIETY AND ECONOMY: THE CONSEQUENCES OF CONFLICTS

crises (Apergis & Poufinas, 2020). Basing on data concerning development of BRICS countries,
the mutual cause-effect relationship of economical growth, insurance market development and
geopolitical risk was established (Lee & Lee, 2020).

Importance of insurance market development after termination of hostilities was studied, due
to example of countries, which have succeeded in issues of consolidation of peace and over-
coming the military conflict consequences. In particular, the importance of attraction of foreign
and private investments into insurance branch in post-conflict period by means of liberalization
of financial markets and implementation of innovative insurance products was substantiated
(Nagarajan, 1997). Using Croatia as an example, the scientists proved that formation of national
health insurance system allows to reduce a funding for health care and preserve acceptable level
of medical assistance provision (Turek, 1999). The scientists S. Ozawa and D. G. Walker (2009)
have revealed importance of increasing of the rural people trust towards insurance companies in
the sphere of health insurance through establishing of effective communication with the clients
in post-conflict conditions. The study of experience in health insurance in Sierra Leone gave an
opportunity to claim that it helps to lower financial risks of households and decrease their me-
dical expenses, especially of the most vulnerable populations (Edoka et al., 2017). At the same
time, some separate studies of international organizations are dedicated to establishment of so-
cial oriented types of insurance in Bosnia and Herzegovina (IMF, 2000), to necessity in minimiza-
tion of risks of private sector development (Peschka & Emery, 2011).

Influence of military conflict on insurance market of Ukraine is out of interest of domestic
scientists, who particularly focused on financial and legal preconditions for insurance market
formation (Zhabynets, 2013), on evaluation of insurance market financial safety (Bovsunov-
ska, 2015), on systematic managing of insurance market (Kuzheliev & Sokyrko, 2015) and on
competitiveness and quality of insurance services (Zorya, 2016).

Atthe same time, it’s worth mentioning, that amount of insurance market of Ukraine significant-
ly exceeds the same in the countries of the former USSR, on the territories of which there exist
frozen conflicts, in particular in Moldova and Georgia. Besides, we do not have sufficient grounds
to assert about credibility of the existent data concerning insurance market development on the
territory of Transnistria, Abkhazia and South Ossetia, which are not controlled by governments of
Moldova and Georgia, respectively.

Outlining the unsolved earlier issues, being the part of the general problem, which
this paper is dedicated to: at the same time, the issue, concerning definition of the problems
of post-conflict reconstruction of economy, which can be solved with the help of insurance mar-
ket development, considering national peculiarities of the insurance companies’ activity, is still
not solved.

3. Purpose

The purpose of this paper is outlining of a perspective strategy of the Ukrainian insurance mar-
ket’s development in conditions of the post-conflict reconstruction of economy.

A methodological basis of this research is the general scientific and special methods of know-
ledge. With the help of economic-statistics methods,a modern state of the Ukrainian insurance
market’s development was evaluated and the interconnection between the level of an insurance
penetration and the level of a financial potential of an insurance market’s usage was revealed. With
the help of the methods of abstracting, analysis, synthesis, clustering, analogy and comparison,
the problems of the post-conflict reconstruction of economy, that can be solved due to the deve-
lopment of insurance market, were revealed and the ways to solve them were suggested.

4. Results

As the result of the main indices of development of insurance market of Ukraine during the
years of 2008 to 2019 (Figure 1), the significant reduction of the insurance payments’ volumes in
the period of the military conflict was revealed, that has the relevant influence on the volumes of
the formed insurance reserves and volumes of assets in the whole.

A primary role of insurance in society reflects in ability of the insurers to compensate the eco-
nomical subjects’ losses, conditioned by the insurance contracts, therefore providing a national
financial safety. As the results of analysis of the safety indices of insurance market of Ukraine,
there can be stated, that the level of an insurance penetration (ratio of the gross insurance pre-
miums to GDP, as well as an insurance density (ratio of the gross insurance premiums to number of
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population) were significantly smaller than the recommended values in 8% and USD 140 respec-
tively, provided in the regulatory documents (Figure 2).

An equally important is also a role of insurance in a financial provision of a reproduced pro-
cess through the investment of the temporary free funds into different financial instruments and
projects. At the same time, a financial potential of insurance market is defined by the volume of
the mobilized insurance payments. Considering this, we’ve studied the interconnection between
the level of application of an insurance market’s financial potential and the level of an insurance

Note: An average official course of the US dollar to Ukrainian hryvna in the respective year is used.

Figure 1:
Main indices of insurance market development in Ukraine in 2008-2019, USD miillions
Source: Authors’ calculations based on data of the National Commission Providing
the State Regulation of the Markets of Financial Services of Ukraine (https://www.nfp.gov.ua)

Note: An average official course of the US dollar to Ukrainian hryvna in the respective year is used.
Figure 2:
Safety indices of insurance market of Ukraine in 2008-2019
Source: Authors’ calculations based on data of the National Commission Providing
the State Regulation of the Markets of Financial Services of Ukraine (https://www.nfp.gov.ua)
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penetration. Meanwhile, there was used as an indicator of the level of application of an insurance
market’s financial potential the correlation of the volumes of the allowed for presentation of the in-
surance reserves actives’ money (bank deposits, shares, bonds and other actives, determined by
the article 31 of the Law of Ukraine «About insurance») to the volumes of the rated GDP in the re-
spective year.

The results of the regressive analysis of dependence of an application level of an insurance
market’s financial potential (FP)on the level of an insurance penetration (IP)in Ukraine during the
years of 2002 to 2019 (maximum possible period for analysis according to data available from the
state data regulator) are shown in Table 1.

Table 1:
Results of the regressive analysis
Model: OLS, using observations 2002-2019 (T = 18)

Dependent variable: FP
HAC standard errors, bandwidth 1 (Bartlett Kernel)

Coefficient Std. Error t-ratio p-value
const 0.00684532 0.00357522 1.915 0.0736 *
1P 0.801865 0.101290 7.917 <0.0001 *oxok
Mean dependent var. 0.024643 S.D. dependent var. 0.009812
Sum squared resid. 0.000474 S.E. of regression 0.005445
R-squared 0.710164 Adjusted R-squared 0.692050
F(1, 16) 62.67182 P-value(F) 6.35e-07
Log-likelihood 69.35430 Akaike criterion —134.7086
Schwarz criterion —-132.9279 Hannan-Quinn —134.4631
rho 0.440918 Durbin-Watson 1.082226

Source: Compiled by the authors

In accordance with the results presented in Table 1, the economic-mathematical model, built
by us, is as following:

FP = 0,801865 * IP + 0,00684532. (1)

In doing so, the change of the level of usage of a financial potential of insurance market by
69.21% is determined by the change of the level of insurance penetration, as well as the growth of
the ratio of the value of gross insurance premiums to GDP by 1, leads to increase of the ratio of the
value of assets, allowed to present funds of the insurance reserves, by 0.80.

Considering the fact, that during the last years in Ukraine a clear tendency to reduction of the
insurance penetration level appears, the most expectable is the relevant reduction of the financial
potential’s application level of insurance market.

Besides, an additional obstacle to develop a domestic insurance market is a military conflict
and necessity to overcome its consequences that are artificially created (Melnyk et. al., 2016).

The results of the generalized foreign experience showed the main problems of the post-con-
flict reconstruction of economy, that may be solved with the help of insurance market, considering
the peculiarities of its development in Ukraine.

1. A slow economic growth resulted from the high level of the credit risks

The credit operations of the bank institutions are the most risky in the bank business, therefore
in order to minimize threats for financial stability in this sphere, it is important to perform the ma-
ture insurance policy of the respective risks. The insurers for a fee can take risks of destruction
or damage of the collateral property, risk of death of the borrower, as the result of an accident,
and other risks. That is why, it is important to widen the conditions and list of risks, connected with
bank crediting, that can be insured.

The specificity of the insurance and credit relations does not allow to unite the insurance and
banking activities (although the banks can perform a function of an insurance mediator, that is
provided by the domestic legislation), therefore the banking institutions will need the services of
the insurance companies.

The influence of the insurance companies on the bank crediting reveals also through increase
of a resource base of commercial banks, mostly at expense of the assets allocation on the current
and deposit accounts.
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It is worth to mention, that allocation of the insurers’ activities in the bank institutions has to be
agreed upon with the necessity in the investments’ diversification, their safety and profitability, the
regulatory requirements regarding them can be reconsidered according to the priorities of the
post-conflict reconstruction.

The insurance companies also can invest money into securities, issued by the commercial
banks, that also positively effects the possibilities for the economy’s crediting.

2. The non-regulation of an issue of the obligations’ fulfilment by the insurance companies
in conditions of the military conflict and after its completion

In the first years after completion of the military actions, there is always a possibility of the mi-
litary conflict to repeat. In our opinion, the consequences of such event for the parties of the in-
surance contract have to be clearly outlined, as such situations, that have appeared due to the
insurance events on the temporarily uncontrolled territories in Ukraine, negatively influenced the
level of trust in insurers and the insurance institution in the whole under the difficult conditions of
the social - economic changes.

Considering the existence in Ukraine of the «Rules of cooperation between banks and insu-
rers, connected with crediting», developed by the self-regulated organizations, in order to execute
which, the leading institutions from the both sectors of financial market have joined together in or-
der to promote the borrowers’ crediting, in particular also from the territories, the control on which
was restored by the Ukrainian government, the perspective issue in the mentioned document can
be the addition of conditions and order of execution by the insurers of their obligations in case of
mass rioting, terroristic acts and military actions, as well as cyberattack from other countries.

A positive moment is an appearance of the new insurance products, that foresee compensa-
tion of losses, connected with military actions, from the following companies as «<ACKA (ASKA)»,
«BYCO (VUSO)» and «AkTtuB lMapaHT (Activ Garant)» whose activity up to 2014 was concentrated in
Donetsk and Lugansk regions.

Considering this, in the future post-conflict period in Ukraine the development of the special in-
surance products is probable, oriented on clients from the territory, suffered from the conflict, as
well as internally displaced persons, that also will foresee the order of the obligations’ execution in
case of repeat of the military actions, in particular, according to the following types of insurance:
a property insurance, a public liability insurance of the owners of ground transport, an insurance
of the ground transport (but for the rail-way one), a credits insurance (including liability of the bor-
rower for the non-performing loans).

Besides, one can expect the appearance of the products from other non-banking institutions,
that will consider the factor of the military conflict.

3. A rapid growth of the financial needs of the healthcare system

In our opinion, considering the current situation in Ukraine, as well as problems, appeared in
other countries after the end of the war, one of the main priorities of the state policy would be
a healthcare. This is connected with necessity of an effective usage of the budgetary funds for
a medical treatment and rehabilitation of the participants in the military actions and civilians,
who were injured. According to the data of the State Service for War Veterans and Anti-Terro-
rist Operation Participants, as of 01.07.2019, a status of combat operations participants have
received 369 451 persons, who participated in an anti-terroristic operation (State Service of
Ukraine for War Veterans and Anti-Terrorist Operation Participants, 2019), everyone will need a
qualitative yearly medical treatment, that will definitely lead to growth of financial needs for the
healthcare system.

Besides, one more consequence of the conflict is mining of the territories, extent of which can
be defined by the existent arming of the warring parties and their approach to conduct military
operations. As per the data of the domestic Ministry of Defense, only in the year of 2014, on the
liberated territories 63 objects of the local infrastructure were demined, as well as found and dis-
posed over 10 670 explosive objects (Cabinet of Ministers of Ukraine, 2014).

Although such events can be one of the priority tasks of the post-conflict reconstruction, there
still is probability of appearance of injured persons among the civilians, that leads to necessity in
building and financing of the relative infrastructure of medical institutions.

According to the Concept of the Healthcare Financing Reform in Ukraine, adopted in the year of
2016, there is stipulated that the main source of the healthcare system financing will be the national
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taxes, paid to the state budget, although, considering the existing tendencies, these costs can be
not enough. One of the means to solve this problem is the implementation of a mandatory medical
insurance. As per the Georgia’s experience, the strengthening of the insurance companies’ role
in the healthcare financing gave the bigger effect, comparing with the direct unofficial paymentsin
favour for doctors and medical institutions.

An objective necessity of the insurance companies’ role strengthening in the healthcare finan-
cing in Ukraine is confirmed by the development of the voluntary medical insurance during the last
years, as well as a vigorous actions of the health funds.

Concerning the activity of the health funds, the latter are created in a form of the non-profita-
ble organizations and acting not according to the Law of Ukraine «On Financial Services and State
Regulation of Financial Services Markets» and «About Insurance», although actually at expense of
the money, paid by citizens, they provide for them a full or partial compensation of some medical
services costs, that is very approximate to a medical insurance - type of insurance, that has to be
licensed. This is why there exists a negative attitude of an insurance business towards the health
funds that are considered as competitors.

An inadequate level of the state supervision over these organizations explains the absence
of the consolidated information, in the open sources, about the number of members of the
health funds, the deposits, paid by them, and the received financing from other sources, the di-
rections of monetary resources’ usage, that makes impossible the evaluation of their role in the
healthcare financing.

In our opinion, the mechanism of the health funds’ functioning corresponds to the basis of the
partnerships of the mutual insurance’s activity, but for the commercial insurance companies, that
are also needed in society, considering experience of other countries. A problem of absence in
Ukraine of this type is connected with an inadequate regulatory and legal provision of their acti-
vity and ability to create the other structures, in particular, the charitable organizations, in order to
provide the insurance safety.

A distinction of the activity of the commercial insurance companies as well as the partnerships
of a mutual insurance is one of the conditions of an effective application of these non-banking fi-
nancial institutions’ potential to solve the problems of the healthcare financing.

In a long term perspective, considering the dynamic of the medical insurance development
and the forms of cooperation of the insurance companies with each other, there can be created
a unified registry of the insured persons under the insurance contracts. The goal of its creation
is similar to the task of the Credit Registry of the National Bank of Ukraine - a systematization
of the clients’ data, in this case the ones, who use the services of a medical insurance. An ac-
cess to such information will contribute a more profound evaluation of the risks to be insured,
as well as an adequate formation of the relevant reserves and increase of the payment capa-
city of the companies.

At the same time, a special attention will be paid to the compromises between a right to private
life and its secrecy, for instance, about the state of health and medical histories, as well as provision
of a national safety in a sphere of a healthcare. One of the variants is a development of the unified
for all companies methodical recommendations to determine the rating of a specific insured person
on behalf of an evaluation of the acceptance of a risk insurance and inclusion into the unified regis-
try data only about this rating. This will allow to minimize the level of interference in a private life and
to increase the effectiveness of an insurance deposits’ application for a health safety.

After the completion of the medical reform, the insurance companies, offering the services of a
medical insurance, comparing with other insurers, also need much more attention from the state
organs like a special subject of a social interest, and under certain conditions can be considered
also as a systemically important financial institution.

In order to minimize the financial system’s risks, a perspective issue is a strengthening of the
regulation about a medical insurance like an exclusive type of activity, that will foresee a creation
of the specialized insurers, as well as the special demands on their capital, the directions of the
costs investments and management, in particular, the necessity to include the specialists of me-
dical and related spheres to the governing bodies.

Besides, in order to guarantee the insurance companies’ obligations fulfillment under the con-
tracts of a medical insurance, a union of insurers can be created, similar to the Motor (Transport)
Insurance Bureau of Ukraine and Agrarian Insurance Pool, what, in our opinion, will contribute not
only the development of a medical insurance, but also a medical sphere in the whole.
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A decision of the outlined problem of the financial potential development, resulted from a mili-
tary conflict, also depends on the effectiveness of the insurance companies’ management, of the
level of a financial literacy of people and regulation of the insurance companies’ activity. According
to this, the perspective positions are as following:

- an improvement of a management system of the insurance market’s participants, that should
foresee not only a clear separation of powers and responsibility, but also an increase of de-
mands on managers and founders and improvement of the mechanism of a risks management.
It is possible to provide the regulatory requirements as per the minimal quantity of the inde-
pendent directors in the insurers’ supervisory boards (such demand is in a banking sphere),
that can provide a balance of interests of the owners, state, insurers and other stakeholders,
and do not allow the misuse by a company’s management to happen.

- a popularization of a self-education in the financial issues. Despite the fact, that Ukrainians are
a nation with a high segment of population, having a higher education, during the last years it
often appears a manipulation of public opinion, the fraudulent actions of the market represen-
tatives and appearance of the pyramid schemes. The initiated now changes in the system of
education can positively affect the level of a financial literacy, tradition and culture of the finan-
cial services’ usage in the future, but these transformations, probably, will not be used by an
adult part of population, who now make the main decisions on a level of households and busi-
ness entities and will stay the same in the coming years.

- a change of approaches to the regulation of the insurance companies’ activity, that has to in-
clude not only a consolidated approach to regulate and supervise on behalf of the governing
bodies, but also a strengthening of a role of the self-regulated organizations. Besides, consi-
dering the existing tendencies to increase a concentration of insurance market in response to
strengthening of demands on the insurers, an important is a determination of a criteria of the
systematically important insurance companies, depending on the clients’ quantity, volumes of
assets and obligations and other parameters, an impact assessment of development of a re-
levant markets’ segment and a financial system in the whole, basing on what one should deve-
lop the special demands concerning their activity and possible instruments of a state support.
Besides, there can appear an objective necessity to create the guarantee funds of the obliga-
tions’ fulfillment in a part of the insurance payments (reimbursement), in particular, a medical
insurance.

5. Conclusions

Making conclusions of the above studied, one can claim that a transformation of an insurance
market’s role in conditions of latent military conflict is connected with the following:

1) An increase of the risks’ level. While redistributing the risks among the economic agents, in-
surance market contributes the growth of an economic system'’s stability in the whole. This has

a special meaning to overcome the consequences of the military conflicts while conducting a

risks insurance, connected with realization of the projects of the post-conflict reconstruction.
2) A slowing down of a financial resources flow. The accumulated from the insurance contribution

money are invested in different financial instruments (deposits, shares, bonds, state securities),
thus accelerating a financial resources flow in the country. Meanwhile, the insurers can contri-
bute to financing of an expanded reconstruction directly (by investing in securities of the real
sector enterprises), as well as indirectly (by investing in securities of other financial institutions
or by means of allocation of the funds on the accounts of banking institutions).

So, the main perspectives of the Ukrainian insurance market’s development in conditions of la-
tent military conflict are connected are connected with the bank crediting, development of new in-
surance products in a sphere of a property insurance and a liability insurance, that consider a fac-
tor of the military conflict, as well as implementing of a mandatory medical insurance, involving
the insurance companies with simultaneous support of development of a voluntary medical insu-
rance, also through the partnerships of a mutual insurance.

In case of realization of the above mentioned offers and coordinated actions of the state re-
gulators, unions of the market’s participants, owners and insurers’ managers, as well as con-
sumers of the financial services, the following results can be achieved: a minimization of risks,
sensitive to the military conflict, a provision of an economic growth through a risks insurance and
stimulation of the bank crediting, as well as reduction of strain in a part of the healthcare sys-
tem’s financing.
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