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at raising the level of environmental awareness among
both the population and representatives of the business
environment. This activity is implemented through ag-
ricultural advisory services or with the involvement of
environmentally oriented non-governmental organizations.

4. The experience of Poland is extremely important for
studying and can become an effective basis for activating the
state policy of supporting the Ukrainian organic producer.
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DETERMINATION OF PRIORITY

GROUPS OF INDICATORS FOR THREATS
IDENTIFICATION TO THE FINANCIAL
SECURITY OF INSURANCE MARKET

Busnaueno epynu inouxamopis 0ns idenmuikyeanns 3azpo3 nio uac ouinku ginancoeoi besnexu
CMPaxo6020 PUHKY TPYHMYIOUUCH HA 36IMAX w000 CMARY i PO3GUMKY CMPAX08020 PUHKY, OAHUX U000
pezynioeants ma Hazisoy, wo nidz0mosieni HauioHAIbHUM PEYLAMOPOM, A MAKONC 3 YPAXYEAHHIAM
NOKASHUKIE w000 PiHaAHCO80T Pe3yIbmamueHoCcmi, itmeHcUueHOCmi ma ehexmueHicmy 0epiucasHozo pe-
eynosanis ma nazasoy. I3 suxopucmannam memoody ananizy iepapxii 6UsHaveHo npiopumemui epynu
inouxamopise 015 idenmupikysanns 3azpo3 Pinancosiii besneuyi cmpaxosozo PUHKY.

Kmiovosi cnoBa: 1ayionaivnuil cmpaxosuil puHoK, 2pynu induxamopie, 3azposu Qinancosii 6esneui,

pezyNImoPHULL BNAUE, NPYOCHUIIHUT HAZLSO.

1. Introduction

One of the most important indicators of the insurance
market that needs investigation is its financial security. In

addition, improvement of state regulation and supervision
of insurance companies contribute to the implementation
of approaches to insurance consumer protection and re-
store the confidence of clients to insurers, and search for
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effective mechanisms to ensure the effective functioning
of insurance companies at the possible formation of an
effective management mechanism of financial security.

2. The ohject of research and its
technological audit

The object of research is economic processes in insu-
rance market of Ukraine.Generally there is no methodology
for financial security assessment of the individual insurer
and the insurance market in Ukraine, approved within
the regulatory impact and determining financial security
is not considered that hinders the practice of providing
threats identification.

Therefore it is necessary to analyze and introduce the
experience of international organizations that are engaged
in research of the insurance market, including audit and
consulting company such as: The Australian Prudential
Regulation Authority [1], The European Insurance and
Occupational Pensions Authority (EIOPA) [2], European
Commission [3], International Association of Insurance
Supervisors (IAIS) [4], etc.

3. The aim and ohjectives of research

The aim of research is to determine the priority groups
of indicators for threats identification to the financial
security of the insurance market.

The following tasks were solved:

1. To assess trends in the insurance market of Ukraine.

2. To identify groups of indicators to identify threats
when assessing the financial security of the insurance
market.

3. To determine priority groups of indicators for fi-
nancial security assessment of the insurance market.

4. To analyze the key figures application of prudential
supervision in the Ukrainian insurance market.

4. Research of existing solutions
of the prohlem

Conceptual framework to ensure the financial security
of the insurer and the insurance market in general studied
in the works of national and foreign scientists [5—15].
The scientist [5] conducted analysis of insurance market
development and economic growth in 8 selected Afri-
can countries. This article provides policy direction for
governments and regulatory authorities for developing
insurance market in the sample countries.The assessment
methodology and mechanism to ensure financial security
in Ukraine was offered in the work [6]. The scientist
gave the definition of financial security as «the degree of
protection of financial interests; equalsecurity entities at
all levels of management of financial resources». Problems
of the prudential regulation and supervision of insurers
are reflected in the research works [7, 8]. The scientists
highlighted weak governance and poor riskmanagement
decisions as the key underlying causes of insurerfailure.
In the paper [9] the efficiency of the transition of insu-
rance markets in south-eastern European post-communist
countries were examinated; indicators of the success in
implementing these relevant processes have been identi-
fied and countries have been consistently ranked. The
research [10] is devoted to the essential characteristics and

mathematical formalization of reinsurance market stability
as a dynamic process of the stable distribution formation
between two sets of subjects at this market: the subjects
who transfer risk for reinsurance, and the subjects who
take risk for reinsurance. Mechanism of functioning of
financial security system and the determining factors of
the insurance market security [11-15]. Analysis of key
security indicators of the insurance market of Ukraine and
some foreign countries shows that security level of the
domestic insurance market is insufficient and therefore the
insurance market fails to fully form an effective system
to protect the business entities and citizens of Ukraine
from various threats.

Among the approaches to improve the efficiency of
state regulation and supervision in accordance with the
Strategy of reforming state regulation of non-banking finan-
cial services markets in 2015-2020 [16] defined tasks to
ensure the introduction of prudential supervision of non-
bank financial institutions and the transition to a system
of supervision based on risk assessment.

5. Methods of research

To achieve the objectives author used the following
methods: analysis and synthesis, logic synthesis,hierarchy
analysis method. Methodological basis of the study is in-
surance theory and insurance concepts.

6. Research resulis

According to O. M. Gladchuk [17], during the con-
sideration of the financial security of the insurance mar-
ket is also necessary to take into account the financial
security of its members other than insurance companies,
and they are insurance brokers and insurers and even
the bodies of state supervision and self-regulatory or-
ganizations.

After all, insurance companies will not be able to be-
come financially secured and safely isolated from those
members of the insurance market and only integrated into
the relationship and interaction between the insurance
markets in Ukraine will reach a financially safe level of
development.

First of all, security of insurance market is «a level
of sufficiency of insurance companies with financial re-
sources that would enable them to compensate if it will
be necessary due to the damage insurance contracts of
their clients and ensure effective functioning» [18].

It should be noted that the development of the in-
surance market by the number of insurers may indicate
the existence of certain difficulties in ensuring the safe
condition.

The number of insurance companies for years formed
according to National Commission for Regulation of Fi-
nancial Services Markets of Ukraine (NCRFSM) [19] is
presented in the Table 1.

Table 1 shows that the largest number of insurance
companies carrying insurance other than life insurance
was recorded in the pre-crisis period in 2008, but since
2011 their number have reduced. As for life insurance, the
highest number of insurance companies were operating in
2008 and 2009, after that their number moderately de-
clined. In 2015, the number of insurance companies (life)
is close to the levels of 2004-2005.
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Tahle 1 capital of insurers, the share capital
The number of insurance companies in Ukraine and assets of life insurance companies,
and other than life insurance companies.
ndicat Year The number and size of the insurance
T o004 [ 2005 | 2008 | 2007 [ 2008 | 2009 [ 2010 [ 2011 [2012 2013 [ 2014 [2015|  market is non-life sector dominants in
the overall structure of the insurance

Total number | 387 | 398 | 411 | 446 | 469 | 450 | 456 | 442 | 414 | 407 | 382 | 361 market of Ukraine.
Non-life 542 | 348 | 356 | 381 | 397 | 378 | 389 | 378 | 352 | 345 | 325 | 312 Due to data for 2004-2015, the
negative trend of Ukrainian insurance
Life 45 | 50 | 55 | BS | 72 | 72 | B7 | B4 | B2 | B2 | 57 | 49 market development is the decrease

Author determined indicators to identify threats for
assessing the financial security of insurance market in
Ukraine based on reports on the status and development
of the insurance market and the data on the regulation
and supervision of the last one, prepared by the national
regulator, as well as the indicators of financial performance,
intensity and effectiveness of state regulation and supervision.

Using the hierarchy analysis method of T. Saaty [20]
priority groups of indicators for threats identification to the
financial security of the insurance market, according to the
actuality of their use in the assessment were found (Table 2).
The experts were scientists, managers and employees of in-
surance companies. It should be noted that the opinions of
experts were agreed as consistency ratio less than 10 %.

Table 2 demonstrates that the highest priority had
a group of indicators that describe assets charter and equity
capital (0.588), the group of indicators that describe the
state insurance market macroeconomic development (0.102),
the group of indicators that describe the application of
prudential and regulatory impact on the insurance mar-
ket (0.102) and the group of indicators that describe the
insurance activity of insurance companies in the insurance
market (0.102), according to the list of proposed indicators
groups for financial security assessment of the insurance
market. Other indicators have lower priority, and they will
not be used for threats identification to financial security
of insurance market.

Financial security threats identification and assessment of
the national insurance market through control of individual
indicators is not exercised by the regulator. That does not
enable national regulators to conduct in time adequate
regulatory activities to support and ensure its stability.

Due to reports on the status and development of the
insurance market and data, prepared by national regula-
tors [21], the groups of indicators to identify threats during
the security assessment of the Ukrainian insurance market
were considered. These groups of indicators proposed by
the author as they describe the insurance market, due to
its financial performance, intensity and effectiveness of
state regulation and supervision.

To increase the efficiency of insurance market it is
necessary to increase the financial security of the last
ones to facilitate the market entry of foreign investors in
order to form trends of the financial system of the state
and ensure its financial security.

Basic indicators of financial security threats identifi-
cation for Ukrainian insurance market are given in the
Table 3.

As it is shown in Table 3 to calculate the indicators
for threats to the insurance market financial security of
identification is not enough data. Only since 2010 the
national regulator has made public data on the equity

of equity capital to assets proportion,
which was noticed since 2014.

Due to the share of gross premiums in GDP concluded
that the insurance industry has the low impact on the
economy, especially from the point of growth in gross
premiums for the studied years.

It is necessary to increase financial security to facilitate
entry of foreign investors to the local market to improve
the efficiency of the insurance market due to the shaping
trends of the financial system of the state and ensuring
its financial security.

A characteristic feature of the NCRFSM supervisory
in 2014 was a significant reduction in the number of
inspections and the transfer of emphasis on prudential
supervision [21].

Over 2014 financial institutions reported to NCRFSM
10.764 returns, the results of the analysis are compi-
led 734 acts on law infringement. In particular, insu-
rance companies made up 60 acts for breaking norms
of regulation and 36 — for failure to previously applied
measures.

The most typical violations that were found during
inspection and supervisory activities of insurance com-
panies are [21]:

— failure or delay in reporting in terms defined by

law;

— submission of false statements;

— contrary to Articles 30 and 31 of the Law of Ukraine

«On insurance» solvency formation and placement of

insurance reserves;

— failure to comply with the required criteria and

standards of adequacy, diversification and quality as-

sets that are insurance reserves;

— failure before the impact of the measures.

In order to prevent and stop violations of legislation
on the financial services market and protect the inte-
rests of financial services consumers, according to results
of supervisory measures of NCRFSM (inspections and
prudential supervision) over 2014 such measures were
applied to insurance companies [21]:

— issued 528 orders to eliminate violations;

— issued 34 decisions on cancellation of 261 licenses

of insurance companies;

— removed from the register 27 insurance companies

and appointed an interim administration in 3 insurance

companies;

— imposed a penalty of 1 599 thousand UA in the

insurance market.

Results of key indicators analysis application of pru-
dential supervision in the insurance market of Ukraine
is given in Table 4, formed by source [21].

Table 4 demonstrated that the largest number of mea-
sures was applied in 2015 over recent years, it amounted
to 979.

;SS
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As for licensing and registration activities, in 2013 there
is a significant increase in the number of measures for the
suspension of licenses compared to the year 2012. In 2014
there is a significant increase in the number of canceled
licenses and excluded from the register of insurance com-
panies, as a whole, the figure tends to increase throughout
the test period. Despite the decrease in the number of fines
imposed in 2014 amount to much more than in 2013.

Thus, according to the impact of globalization on
the development of insurance companies and insurance

market as a whole, must be formed a flexible system
to maintain an adequate level of equity capital of insu-
rers, particularly by preventing cases of the presence
of uncovered losses that can reduce the guarantee fund
of insurer insolvency and cause the last ones. This can
be done through a gradual increase in the value of the
share capital of the insurer due to oriented share net
profit for capitalization and/or implementation of ad-
ditional shares, which will increase the market value
of the insurer.

Table 2
The priority groups of indicators for threats identification to the financial security of the insurance market
Indica-
Indicators tors that Indica- | Indicators Indicators Indica-
that de- Indica- describe tors that that de- that de- | Indicators tors that Indica-
scribe the | tors that the ap- describe | scribe the scribe the | that de- describe tors that
insurance | describe | plication of | the ac- financial activity of | scribe the the level of | describe Vector
Group of indicators market assets, prudential | tivities of | perfor- reinszr— insurance monopoli- | activity of of orio- | Rank
P regarding | sharehold- | supervi- | insurance | mance of ance reserves zation and | insurers rifies
macro- ers capital | sory and | companies | insurers in the of insur- concentra- | in terms
economic | and equity | regulatory in the in the \nsurance ers tion of of insur-
develop- capital impact on | insurance | insurance market insurance ance
ment insurance market market market
market
Indicators that describe
the insurance market| 4 o 0.33 3.00 0.33 3.00 0.33 3.00 3.00 300 | 0102 | 2
regarding tothe macro-
economic development
Indicators that describe
assets, shareholders ca- 3.00 1.00 2.00 3.00 5.00 5.00 0.33 3.00 4.00 0.588 1
pital and equity capital
Indicators that describe
the application of pru-
dential supervisory and | 0.33 0.50 1.00 0.33 7.00 7.00 0.33 3.00 3.00 0.102 2
regulatory impact on
insurance market
Indicators that describe
the activities of insu-| 5 0.33 3.00 1.00 0.33 400 3.00 3.00 300 | 0102 | 2
rance companies in the
insurance market
Indicators that describe
the fiancial performan- | - 0.20 0.14 3.00 1.00 014 | 300 0.14 200 | 0012 | 4
insurance market
Indicators that describe
the activity of reinsu-1 o, 0.20 0.14 0.25 7.00 1.00 3.00 0.25 300 | 0035 | 3
rance in the insurance
market
Indicators that describe
the insurance reserves 0.33 3.00 3.00 0.33 0.33 0.33 1.00 0.33 0.33 0.012 4
of insurers
Indicators that describe
the level of monopoliza- | - 0.33 0.33 0.33 7.00 400 3.00 1.00 033 | 0035 | 3
tion and concentration
of insurance
Indicators that describe
activity of insurers in| 0.33 0.25 0.33 0.33 0.50 0.33 3.00 3.00 1.00 0.012 4
terms of insurance
CR (consistency ratio) 0.058
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Tahle 3
Basic indicators of financial security threats identification for Ukrainian insurance market
The value for year
Indicator
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
ﬁissui‘"gm‘“ms' 19431.4 | 12853.5 | 13829.9 | 18008.2 | 24008.5 | 20442.1 | 23081.7 | 22693.5 | 21508.2 | 28661.9 | 26767.3 | 29736.0
E{;ssrrﬁfﬁl‘{“ (non- | 490445 | 12532.2 | 133791 | 17224.3 | 22913.1 | 19614.8 | 221752 | 21347.1 | 19698.7 | 26185.2 | 246075 | 27549.4
ErﬁiSSUFA‘Em‘“mS Ufe) | 1569 | 3213 | 4508 | 7839 | 10855 | 8273 | 9065 | 13464 | 18095 | 24767 | 21598 | 21866
Gross insurance com- | 4cn 2 | 15945 | 25096 | 4213 | 7050.7 | 6737.2 | 61046 | 4864.0 | 51510 | 46518 | 50854 | 81005
pensation, min. UAH.
EI[‘EISS insurance com-
pensation (Non-life), | 1528.5 | 1884.5 | 2583.6 | 4189 | 7013 | 66745 | 6052 | 4793.4 | 5068.9 | 4502.6 | 4826.2 | 7608.9
min. UAH.
Lirass insurance pre- 11.8 9.7 160 | 24.0 37.7 62.7 52.6 70.6 821 | 1482 | 2392 | 4918
miums (life), min. UAH.
Equity capital, min. UAH. | 11763.8| w/a n/a n/a n/a n/a | 261B4 |30875.2 | 33355.6 | 40207.6 | 34597.7 | 34825.7
Equity capital (non- wa n/a A w/a w/a n/a | 240922 | 28304.3 | 30913.8 | 37478.8 | 32037.4 | 320157
life), min. UAH.
Equity capital (life), n/a wa n/a Wa wa n/a | 20718 | 25709 | 24418 | 27288 | 25603 | 2810
min. UAH.
Assets, min. UAH. 20012.8 | 20920.1 | 23994.6 | 32213 |41930.5 | 41970.1 | 45234.6 | 48122.7 | 56819.9 | 66387.5 | 70261.2 | 60729.1
ﬁi‘*‘;&‘l‘f“‘m‘ﬂ' 19263.0| n/a n/a n/a n/a n/a | 36907.7 | 42721.6 | 50653.1 | 59358.3 | 49408. 3 | 50544.6
Assets (life), mln. UAH. | 749.8 n/a n/a n/a n/a n/a | 83269 | 5401.1 | 6166.8 | 7029.2 | 20852.9 | 10184.5
Amount of authorized | oo, | gga12 | 83912 | 10633.6 | 13206.4 | 14876.0 | 14429.2 | 140918 | 14007.5 | 15377.2 | 151208 | 144748
capital paid, mln. UAH.
Amount of authorized
capital paid (non-life), | n/a n/a n/a n/a n/a n/a | 121422 | 12610.0 | 12434.4 | 13864.5 | 12225 |12936.5
min. UAH.
Amount of authorized
capital paid (life), n/a n/a n/a n/a n/a n/a 2287 | 1481.8 | 1573.1 | 17127 | 28959 | 1538.3
min. UAH.
Nominal GOP min. UAH. | 345113 | 441452 | 544153 | 720731 | 948056 | 913345 | 1082569 | 1302079 | 1411238 | 1465198 | 1566728 | 1430290
The average popula- 475 | 471 468 | 485 46.3 48.1 459 45.8 458 455 454 | 429!
tion of millions people
Note: ! Excluding the temporarily occupied territory of the Crimea and in Sevastopol. Calculations (assessment) number of current population
by type of settlement and resident population by sex performed on the basis of available administrative data on state registration of birth and death
registration and change of residence; n/a — not available.
Tahle 4

Key figures application of prudential supervision in the Ukrainian insurance market

Including
Including: Licenses canceled . imposed penalties
Num- | Applied | Orders limi aliﬁz:;n- amount | amount | oo
Year ber of | mea- |to elimi- | 0% BUME - sugpen- remaved of of tharge
nate nation of sion of amount | amount | fom the of an other* | ; dali d penal-
acts sures vigla- | violations | jicences | of deci- of li- register interim ?‘npusgl 1mpusle: ties
tions of license sions censes admini- lzzﬁzla tiE:n[Etlhs (ths.
iti stration : .
conditions tions UAH) UAH))
2015 994 978 377 n/a 8 4 42 18 n/a 10 562 4232.2 | 708.8
2014 n/a’ 848 531 471 21 34 261 30 3 32 197 1599 676.6
2013 453 424 154 n/a 19 n/a 218 16 2 n/a 220 9316 | 525.3
2012 n/a 336 n/a n/a 4 n/a n/a 33 n/a n/a 193 1368.5 n/a
zglrj‘/”zﬂafg"a% n/a | 1545 | 2900 | n/a -6190 | -88.24 | -83.91 | —40.00 | n/a |-BB.75| 185.28 | 164.68 | 4.91
zg{%ﬂaﬁte% n/a | 100 | 24481 | wn/a 10.53 n/a | 1972 | 8750 | 5000 | n/a | -1045 | 7164 | 28.80
Growth rate
2012/2013, % n/a 26.19 n/a n/a 375 n/a -50.00 | -54.29 n/a n/a -13.99 | -31.93 n/a
Note: * n/a — not available.
; 58 TEXHONOTTYHKIA AYAHT TA PE3EPBH BUPOBHHUTBA — No 2/5(34), 2017
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7. SWOT analysis of research resulis

Strengths. The approach to determine priority groups of
indicators for threats identification to the financial security
of the insurance market may allow to assess threats to
financial security in order to protect financial interests of
the insurers in terms of the dynamics of the environment
of insurers functioning.

Weaknesses. A process of the determination of prio-
rity groups of indicators for threats identification to the
financial security of the insurance market is quite time-
consuming process.

Opportunities. Development of methodical approach to
assessment of the financial security of insurance market
based on the determinate priority groups of indicators
for threats identification to the financial security of the
insurance market.

Threats. An unstable economic and political situation
in Ukraine that is difficult to predict and to which it is
difficult to adapt.

Thus, as a result the aim of research was achieved,
namely the priority groups of indicators for threats iden-
tification to the financial security of the insurance market
are identified.

As a result of the research:

1. The trends in the insurance market of Ukraine were
assessed. The decreasing number of insurance companies
for last five years may indicate the existence of certain
difficulties in ensuring the safe condition.

2. The groups of indicators to identify threats when
assessing the financial security of the insurance market
were identified based on the reports on the status and
development of the insurance market and the data on
the regulation and supervision.

3. Using the hierarchy analysis method, the priority
groups of indicators for assessing the financial security
of the insurance market are defined. The highest priority
received a group of indicators that characterize assets
charter and equity capital (0.588), followed by a group of
indicators characterizing the insurance market regarding
macroeconomic development of the country, a group of
indicators application of prudential and regulatory impact
on the insurance market and a group of indicators cha-
racterizing insurance activities of insurance companies in
the insurance market.

4. The key figures application of prudential supervi-
sion in the Ukrainian insurance market was analyzed. The
analysis shows that in general the regulatory impact of
the insurance market of Ukraine increasesand it means
a positive change in ensuring protection of the insurers
and the financial security of the insurance market as a
whole.
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1. Introduction

The dominance of market economy in global trends
and their relentless dynamic distribution is the main fea-
ture of the contemporary economy. The market economy
is a form of economic relations in which the products
and services are produced in national economic system
designed primarily for sales and take the form of commodi-
ties. Basic features of a market economy are as follows:
the advantage of private property, freedom of establish-
ment and freedom of consumer choice, limited role of
government in regulating market processes; pure competi-
tion over dominance of monopolistic, developed antitrust
regulation; opportunistic pricing, marketing management
system focused on the consumer. The phenomenon of glo-
balization influences the market development significantly
in modern conditions. Each state is an integral element
of the global economic space; it does not depend on of
the level of development, specialization, availability of re-
sources, political system. However, each country has a role
in the global environment. Status of market participants
is defined primarily by the level of economic develop-
ment, effective governance, the presence of international
competitive advantages, efficiency of integration ties. The
impact of globalization on domestic economies can be both
positive and negative, evidenced by historical experience
of international globalization. As a result, active dynamics
of bipolar tendencies can be traced in market environ-
ment. These trends depend on the level of the state, its

economic policy, sustainability, place in the international
division of labor and cooperation.

Global economic environment allows identifying leaders
of markets and countries that are the only consumers of
product. However, new trends are emerging constantly
in terms of the variability of environment. It influence
on the global redistribution of markets, the emergence of
new leaders, changing consumer culture, technology and
innovation activity. Thus, there is a need to identify new
features and trends in markets in a globalized economy
that determines the relevance of research in this area.

2. The ohject of research and its
technological audit

Object is a global market environment, the conceptual
gist of market, relationships in a market system. Market
development in a globalizing economy is multilevel and
multivector. The essence of the concept of «market» gets
new content in a globalized economy. Elucidation of the new
characteristics of the market needs to identify new features
of national markets. Political economy approach, management
approach, marketing and logistic approach and the approach
in terms of intellectual property and business to determine
the essence of the concept of «market» will be considered in
the article. Different approaches to the construction market
model must be investigated. Classification of markets must
be improved. A many factors impact on the formation of
a system market. These factors must be exploring.
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