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Kpor JI.M.
Kpemenuy1pkuii HarlioHATBHUHN YHIBEPCUTET
imeHi Muxaitina OcTporpaacbkoro

FEATURES OF THE WORK ORGANIZATION OF INSURANCE COMPANIES
OF UKRAINE DURING THE PERIOD OF ARMED INVASION

OCOBJIUBOCTI OPTAHI3BAIIII POBOTHU CTPAXOBUX KOMITAHIN YKPATHU
B IEPIOJ] 3bPOMMHOI'O BTOPITHEHHS

Abstract. The article is devoted to the definition of the main aspects of the organization of work of insurance compa-
nies of Ukraine during the period of armed invasion. The purpose of the article is to determine the effects on the work
of insurance companies in the modern conditions of the armed invasion of Russian aggressors and to provide proposals
regarding the priority areas of insurance management. The object of the research is the processes of organization and
management of the work of insurance companies. The subject of the study is the ways of optimizing the work of insurers in
conditions of external and internal negative influences. The research used general scientific and special research methods:
comparative analysis, scientific abstraction and generalization of the scientific experience of modern theoretical studies,
a system-complex approach. When conducting an analysis of the dynamics of the number of insurance organizations and
gross insurance payments and premiums for the period 2017-2022, it was found that fluctuations in their volumes also
occurred in pre-war times. The main reasons that made it possible to effectively reduce the number of insurance service
providers without a significant loss of the client base, while simultaneously increasing the guarantee requirements for
insurers, were identified. It has been proven that even in the pre-war period, conditions were created for strengthening
requirements for corporate governance, introducing a civilized procedure for withdrawing insolvent insurers from the
market, and implementing Solvency II. It is noted that Russia's sudden insidious attack caused a wave of violations and
disruptions in the work of almost all domestic business entities. revealed that during 2022, the activities of insurance
companies and other participants of the financial market of Ukraine took place in the conditions of the maximum limit of
destabilization, and the volume of services fell significantly compared to the pre-war period. The structure of assets and li-
abilities of life insurers and risk insurers in 2022 was studied, and the largest insurance premiums and payments by region
of Ukraine as of January 1, 2023 were identified. According to the results of the research conducted by Mrthe development
and further development within the framework of state programs and on a unified conceptual basis of the methodology of
managing insurance companies in conditions of war, the creation and expansion of a modern intellectual knowledge base
of this subject area are recognized as priority areas of insurance management. It was emphasized that measures to ensure
the organization of the work of insurance companies during the armed invasion should be based on advanced management
techniques using the latest technologies.

Keywords: insurance, insurance risks, insurance management, insurers, policyholders, armed invasion, insurance
premiums, insurance payments.

Anomauis. Cmamms npucesauena sUHAYeHHI OCHOBHUX ACNEKMIE OpeaHizayii pobomu cmpaxoeux Komnaniu Ykpainu 6
nepioo 30pouno2o émopzrenns. Mema cmammi nonaeac y 6U3HaA4eHni GNIUGIE HA POOOMY CIMPAXO8UX KOMNAHIN 8 CYUACHUX
YMOBaX 30POUHO20 6MOPSHEHHS POCIUCHKUX depecopie ma HAOAHHA NPONO3UYITE U000 NPIOPUMEMHUX HANPAMIE CHIPAX0B020
Mmeredxrcmenmy. Q0 ekmom 00CiONCeH A € npoyecu opeaHizayii' i ynpasiinua pooomorw cmpaxosux komnauit. Ilpedmemom
00CRIONHCEHHS BUCMYNAIOMb HANPSAMU ONMUMI3AYLT pOOOMU CIMPAXOBUKIE 8 YMOBAX 306HIUHIX | 6HYMPIULHIX He2amUEHUX NI~
6i6. ¥ 0ocnioacenni Oyi0 6UKOPUCMAHO 3042AIbHOHAYKOSI | CReYiaNbHI MemoOu OOCIIONCEHH S NOPIBHANbHO20 AHANI3Y, HAYKO-
601 abcmpakyii ma y3a2anvHeHHs HAYKO8020 00C8i0Y CYUACHUX MeopemUUHUX 00CAI0HCeHb, CUCMEMHO-KOMNIEKCHULL NiOXIO.
Ipu nposedenni ananizy OUHAMIK KIIbKOCMI CIMPAX08UX Opeanizayiti ma 6ai08ux CmMpaxo8ux GUniam i npemii 3a nepioo
2017-2022 pp. usasneHo, wo KOIUBAHHA ix 00csz2ie 8i00ysanocs i y neped8ocHHUll yac. Busnaueni ocnoeni npuuunu, sKi
odasanu 3M02y ehexmueHo 3MeHULY8amu KilbKicmb HA0A8auie Cmpaxosux nociye 6e3 cymmeeoi empamu KAieHmcvbkoi 6asu,
O0OHOUACHO NIOBUWYIOUU 2apAHMITIHI 8UMO2U 00 CIMPAXo8uKis. J{oeedeno, wo we 6 0080EHHUL NEPiod CMBOPeHi YMOBU Ol
NOCUNIEHHSL BUMO2 00 KOPHOPAMUBHO20 YNPAGNIHHA, 3ANPOBAONCEHHS YUBINI308AHOI NpoYyeoypu ueedeHHsi Hena1amocnpo-
MOJICHUX CMPaxoeuxie 3 puHky ma peanizayii Solvensy Il. 3aznaueno, wo panmoeuil niocmynHuil Hanad pocii GUKIUKAS
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X6unio nopyuiens i 300i6 y pobomi npakmuyHo Cix IMUUHAHUX YO €kmie eocnodapioganns. Busereno, wo npomseom
2022 poky OisnbHicmb cmMpaxo8ux KOMIAHINU Ma IHWUX Y4aCHUKI8 (IHaAHC08020 pUHKY YKpainu 6iobyeanocs 6 ymoeax max-
cumanbHoi medci decmabinizayii, a 06cseu nociye 3HauHo NAIU NOPIBHAHO 3 00BOEHHUM NepiodoM. J{ociodiceni cmpykmypa
akmueis i nacueie cmpaxo8uKie JHcumms i pusukoeux cmpaxosuxie y 2022 poyi, eusaeieni ma HauOibui cmpaxosi 6HeCKU
ma euniamu 3a pecionamu Yxpainu cmanom na 01.01.2023p. 3a pesynoemamamu nposedeHux 00CaioHceHb npiopumemHumu
HANpAMamu Cmpaxo8o20 MEHeONCMEHmy GU3HAHO PO3POOKY mMa NOOANbUWUL PO3GUMOK Y PAMKAX 0epAHCABHUX NPOcpam ma
Ha €OUHIU KOHYEeNnmyaibHili OCHO8I MemoOOoN02li YNPABIIHHA CIMPAX08UMU KOMNAHIAMU 8 YMOBAX BIUHU, CMBOPEHHS i pO3-
WUPEHHsL CYYAcHol inmenekmyanvhol oasu 3uans oanoi npeomemnoi obnacmi. Haeonoweno, wo 3axoou no 3abesneuenuio
opeanizayii pobomu cmpaxoeux KOMNAuii 8 nepiood 30pOUHO20 8MOPSHEHHS NOBUHHI CRUPAMUCS HA Nepedosi Memoouxu

MeHeOIHCMEeHmY 3 GUKOPUCTIAHHAM HOGIMHIX MEXHON0211.

Kntouogi cnoea: cmpaxysanns, cmpaxosi pusuxi, cmpaxosuti MeHeOMdCMeHMm, CMpPAxoeuKku, CmpaxyearbHUKu, 30potine

8MOP2HEHHA, CIPAX06l npemii, Cmpaxoei UNIAMu.

Problem statement. Managing insurance organiza-
tions in times of war requires special attention to changing
risks, risk management strategies, financial stability and
communications. Insurance companies must be ready for
rapid changes and take the necessary measures to ensure
quality service to their customers during the difficult period
of military conflict.

Analysis of recent research and publications. The
development of the insurance market is recognized by
modern scientists as one of the key factors of the socio-
economic stability of the population and the region, as well
as the economic growth of the country. The current state
and trends in the development of the insurance market have
become the subject of research by a number of domestic
and foreign scientists, among whom, in our opinion, the
works of Dlugopolskyi O.V., Poltorak A.S., Chvertko L.,
Vinnytska O., Kornienko T., Abora J., Akothea J., Sing-
hala N., Singhala T., Goyala S. etc.

Thus, Abor J. and Akotei J. in [1] investigate the prac-
tice of risk management of insurance companies using
the methodology of comparative analysis of insurance
cases taking into account the influence of national and
economic aspects. Singhal N., Goyal S. and Singhal T. in
[2] establish the relationship between insurance and eco-
nomic growth in Asian countries from the point of view
of regional perspectives. Dlugopolsky O.V. in [3] defines
modern trends, characterizes the problems of the devel-
opment of the insurance market of Ukraine in the pre-war
and war periods, formulates possible vectors of its trans-
formation. Poltorak A.S. in [4] considers the development
of insurance markets as a basis for ensuring the resilience
of systems guaranteeing social and economic security
of the regions of the state Chvertko L., Vinnytska O.,
Korniienko T.

Insurance companies and rating agencies (for example,
"Moody's", Standard & Poor's, Fitch Ratings, AM Best,
etc.) also take an active part in researching the modern
insurance market in order to find new methods and tech-
niques of management and marketing of their services,
expanding the client base and mastering innovative busi-
ness prospects.

Despite the large number and different direction of
research in the insurance sector of the financial market,
we consider it expedient to expand the knowledge base of
insurance management as a dynamic science, deepening
and correcting it taking into account the modern challenges
of the liberation war.

The purpose of the article there is the determina-
tion of the effects on the work of insurance companies in
the modern conditions of the armed invasion of Russian
aggressors and the provision of proposals regarding the
priority areas of insurance management.

The object of research there are processes of organizing
and managing the work of insurance companies.

Subject of research there are the study suggests ways to
optimize the work of insurers in conditions of external and
internal negative influences.

Presentation of the main material. Analysis of
the dynamics of the number of insurance organizations
(Figure 1) and gross insurance payouts and premiums
(Figure 2) for the period 2017-2022 indicates that their
volumes fluctuated even in pre-war times.

The main reasons that made it possible to effectively
reduce the number of insurance service providers without
a significant loss of the client base, while at the same time
increasing the guarantee requirements for insurers, which
contributed to the improvement of the system of regulation
of the activities of non-bank financial service providers
and the improvement of the effectiveness of the supervi-
sion system, were:

— imperfect legislation, lack of proper regulation and
supervision of the activities and market behavior of insur-
ance companies and intermediaries, which led to the accu-
mulation of systemic problems that require immediate
resolution;

—approximately 90% of insurance premiums were con-
centrated by about 60 insurers (50 insurers from the non-
life market and 10 insurers from the life market).

— the concentration of insurance premiums from indi-
viduals was even higher — 80% of the market is held by
20 insurers.

— the peculiarity of the life insurance market was that
it was not numerous and highly concentrated: a quarter
of the market players (5 insurance companies) accounted
for 90.6% of life insurance reserves. Insurers below the
100th position accounted for only 0.5% of total insurance
premiums;

— the share of voluntary insurance premiums exceeded
75%. Auto insurance (CASCO, OSCPV and Green Card)
and personal insurance (medical insurance, accident insur-
ance, life insurance) consistently led by the volume of pre-
miums: 36% and 27%, respectively.

— the penetration rate (Insurance Penetration ratio), dur-
ing the analyzed period (table 1), although it was extremely
low (as of 2017 — 1.4%, of which non-life — 1.3%), con-
tinued to rapidly decrease (to 0.91 and 0.8, respectively),
which forced the Regulator to look for a problematic solu-
tion to global standards. (in Europe — 5.0%, on average in
the world — 6.1%. The leaders in these indicators in the
world are Great Britain, Japan and France).

— the Insurance Density ratio in Ukraine was also at
a very low level, and by the end of 2021 it was about
32 USD. Among the 88 countries studied by the Swiss Re
Institute [7], Ukraine ranks 73rd in terms of consumption
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Figure 1 — Dynamics of the insurance situation in Ukraine 2017-2022

Source: based on [6]
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Figure 2 — Dynamics of gross insurance payments and premiums for 2017-2022

of non-life insurance services, and 82nd in terms of life
insurance services [8].

Even in the pre-war period, conditions were cre-
ated for strengthening requirements for corporate gov-
ernance, introducing a civilized procedure for removing
insolvent insurers from the market, and implementing
Solvency II.

Russia's sudden insidious attack caused a wave of vio-
lations and disruptions in the work of almost all domestic
business entities. The financial market was no exception.

During 2022, the activities of insurance companies and
other participants in the financial market of Ukraine took
place in the conditions of the maximum limit of destabili-
zation, and the volume of services fell significantly com-
pared to the pre-war period.

As of January 31,2023, 116 non-life insurers and 12 life
insurers, 179 pawnbrokers (there were 183), 160 credit
unions, 97 leasing companies, 744 financial companies,
61 insurance brokers, and 67 collection companies were
operating in the non-bank market.

Table 1 — Dynamics of gross insurance payments and premiums
for 1 insurance contract in Ukraine for 2017-2022

Indicator 2017 2018 2019 2020 2021 2022
Level of gross payments, % 24,26 26.06 27.05 32.88 36,13 32.82
Penetration rate, % 1.45 1.39 1.33 1.08 0.91 n/a
Index of insurance density, UAH per person 1025 1171 1265 1086 1207 n/a

Source: based on [6]
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Table 2 — The largest insurance premiums and

payments by region of Ukraine as of 01.01.2023

Region Total payments Total payments by region payments to payments, %
Kyiv city and Kyiv region. 7279978.40 2488397.20 34,18
Dnipropetrovsk region 943028.8 209617.3 22,23
Lviv region 931859 269833.2 28.96
Odesa region 579566.5 146306.6 25,24
Zaporizhzhia region 443935.8 156771.9 35,31
Kharkiv region 428551 138368.7 32,29

Source: based on [9]

The steady trend of reducing the total number of financial
institutions continues: in the IV quarter of 2022 alone, the reg-
istration of 88 financial companies, 17 credit unions, 11 insur-
ance companies, and 8 loan shark companies was canceled.
The number of insurance companies decreased from 139 to
128 (including 12 life insurance companies). At this time, the
licenses of 121 institutions, mainly financial companies and
credit unions, were revoked. A third of the companies were
deprived of their licenses by the decision of the regulator.

Insurance compensation payments by insurance com-
panies for 2022 amounted to UAH 13 billion, including
payments to individuals — UAH 7 billion, but the cost of
one contract decreased significantly (almost twice). The
leaders of payments were the city of Kyiv and Kyiv region,
Dnipropetrovsk, Lviv, Odesa, Zaporizhzhya and Kharkiv
regions (Table 2).

The total assets of insurance companies reached UAH
70.3 billion in 2022. Assets of life insurers increased by
3% in the 4th quarter and by 18% for the whole of 2022,
reaching UAH 20.6 billion. Assets of risk insurers slightly
decreased in the 4th quarter, but increased by 6% over the
year to UAH 49.7 billion. During the year, one life insurer
and 26 risk insurers left the market. Overall, payouts for
life insurance policies increased by 7% compared to 2021,
while payouts for contingency insurance policies fell by
almost a third. This caused a regulatory reaction of the
market, which caused the diversification of the structure of
assets and liabilities of insurers during 2022.

In fiscal year 2022, the investment income of risk insur-
ers increased by about 1.5 times compared to the previ-
ous year. Most of this income was generated by interest on
bank deposits. However, the increase in investment income
did not compensate for the increase in operating expenses.
The coefficient of activity efficiency increased to 88%.

21%

BCash

DReinsurer requirements
B Current investments

O Long-term investments

Investment income fell sharply in the 4th quarter due to
the reclassification of investment income of one of the lead-
ers in the life insurance market. Excluding the data of this
company, the investment income of life insurers increased
by 30% in annual terms and by 12% in quarterly terms.
Income from deposits increased by 36%, while income
from government bonds remained unchanged. Casualty
and life insurers ended the fourth quarter with a small loss,
but both groups were significantly profitable for the year.
The return on equity of risk insurers and life insurers was
15% and 13%, respectively.

The share of the most liquid assets, deposits and current
accounts, life insurers reached 60% (Figure 3), and risk
insurers — 41% (Figure 4). The volume of gross insurance
premiums transferred to reinsurance almost halved during
the quarter. The share of car insurance premiums increased
by 10%. p. up to 50% due to the increase in the volume of
the "Green Card" and the reduction of the volume of all
other types of insurance.

In 2022, the total volume of premiums fell to 39.6 bil-
lion UA, while insurers received 24.6 billion UA. premi-
ums from individuals. Risk premiums fell by 8%, while life
insurance premiums increased by 9%. Overall, life insurance
premiums fell by 17% and risk premiums by 21% in 2022.
Net premiums decreased to UAH 38.6 billion. Net premi-
ums signed amounted to UAH 34.9 billion. Net insurance
payments amounted to UAH 38.7 billion. Personnel costs of
insurance companies in 2022 amounted to UAH 3.1 billion.
Income tax amounted to UAH 1.85 billion.

In 2022, the share of car insurance premiums (CASCO,
OSCPV and "autocivilky") increased by 10% to 49%. In
particular, Green Card premiums more than doubled com-
pared to the previous year, and payments — by almost a
third (Table 3).

12% 5%

83%

BInsurance reserves B Equity BOther

Figure 3 — The structure of assets and liabilities of life insurers in 2022

Source: based on [9]
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Figure 4 — Structure of assets and liabilities of risk insurers in 2022

Source: based on [9]

According to the data in Table 3, it can be concluded
that the largest insurance contributions and payments
fall on the types of insurance related to the movement of
the population inside and outside the country (CASCO,
OSACYV, Green Card), as well as those related to treatment
and restoration of health I (voluntary health insurance).

At the same time, property and financial risk insur-
ance premiums fell by more than half, and payouts fell
by 62%. Gross premiums transferred to reinsurance more
than halved to UAH 4.2 billion (of which UAH 3.1 billion
were transferred to non-resident reinsurers), and payouts
decreased by almost 60%.

Insurance reserves as of January 1, 2023 amounted
to UAH 41.1 billion. The total volume of insurers' loss
reserves remained almost unchanged during the quarter,
but different types of insurance showed different dynam-
ics. Provisions for losses from voluntary types of insur-
ance decreased slightly (-7% compared to the 3rd quarter),
while from mandatory types of insurance they increased
(+10% compared to the previous quarter). Compared to
the same period last year, both voluntary and mandatory
insurance increased by 36%. The equity capital of insur-
ers in 2022 amounted to UAH 22.8 billion. Liabilities of
insurance companies decreased to UAH 47.6 billion. The
level of unprofitability from mandatory types of insurance
remained at the level of 45%. The negative impact of the
increase in loss reserves was offset by the increase in the

volume of signed insurance premiums. A similar indicator
in voluntary insurance decreased to 42% (improved). This
was due to a decrease in loss reserves. The combined loss
ratio was 43% at the end of the year. The combined loss
ratio increased throughout 2022. In the first three quarters
of 2022, the growth of this indicator was mainly due to
the deterioration of the loss ratio, while the deterioration
at the end of the year was mainly due to the increase in
operating expenses, i.e. other administrative expenses. As
of January 1, 2023, seven companies violated at least one
of the standards of solvency, capital adequacy, or business
risk. [10-12] The combined loss ratio increased through-
out 2022. In the first three quarters of 2022, the growth of
this indicator was mainly due to the deterioration of the
loss ratio, while the deterioration at the end of the year
was mainly due to the increase in operating expenses,
i.e. other administrative expenses. As of January 1, 2023,
seven companies violated at least one of the standards of
solvency, capital adequacy, or business risk. [10-12] The
combined loss ratio increased throughout 2022. In the first
three quarters of 2022, the growth of this indicator was
mainly due to the deterioration of the loss ratio, while the
deterioration at the end of the year was mainly due to the
increase in operating expenses, i.e. other administrative
expenses. As of January 1, 2023, seven companies violated
at least one of the standards of solvency, capital adequacy,
or business risk. [10-12]

Table 3 — The largest insurance premiums and payments by region of Ukraine as of 01.01.2023

2z z 34 <] Z 3

| g ||z | 2| 4 | B 5| B |Z%

Region z 3 = g = = z E = Xz

2 < =3 = 2 a 2 = =3 =8

= © s o kS s N s S8

= B3 B = B Ej

Kyiv city and Kyiv region | 7279978.4 | 2349178.2 | 32,27 | 1087697 | 14.94 | 1434525.3 | 19.71 | 397770.8 | 5.46 72.38
Dnipropetrovsk region 943028.8 | 409896.4 | 43,47 | 218797 | 23.20 | 54633.9 5.79 | 40056.7 4.25 76,71
Zaporizhzhia region 443935.8 | 188605.1 | 42,48 | 117165 | 26,39 | 73771.5 | 16.62 | 17776.2 4.00 89.50
Lviv region 931859 | 288069.9 | 30,91 | 244543 | 26,24 | 18005.8 1.93 | 280161.8 | 30.06 89.15
Odesa region 579566.5 | 169092.8 | 29,18 |172147.4| 29.70 | 14188.2 2.45 162543 | 28.05 | 89.37
Kharkiv region 428551 199691.5 | 46.60 | 136347.1 | 31.82 | 21082.6 | 4.92 | 38293.9 8.94 92.27

Source: based on [9]
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Conclusions. Thus, the conditions for the progres-
sive development of the Ukrainian insurance market were
ensured even before the beginning of the full-scale invasion
of Russia. They contributedcompliance and created a basis
for adjusting the requirements of legislation regarding the
ownership structure, consumer rights protection, as well
as prevention and countermeasures against the legalization
(laundering) of proceeds obtained through crime and the
financing of terrorism.The Russian-Ukrainian war slowed
down the transformation processes due to a number of polit-
ical, economic, social and technological factors, making the
development of the Ukrainian insurance market limited and
sometimes contradictory. The main reasons for this were:
the external and internal migration of the population, which
caused a change in insurance priorities, the lack of a method-
ology for managing insurance companies in war conditions,
the discrepancy between the active and passive structures
of many insurance companies, low rates of penetration and

density of insurance, low solvency of the population and
lack of trust in insurance market operators.

The organization of the work of insurance companies
of Ukraine during the period of armed invasion is a multi-
criteria task that requires the development of solutions and
methods. We consider the development and further devel-
opment within the framework of state programs and on a
unified conceptual basis of the methodology of managing
insurance companies in conditions of war, the creation and
expansion of a modern intellectual knowledge base of this
subject area to be the priority areas of insurance manage-
ment. Measures to ensure the organization of the work of
insurance companies during the armed invasion should be
based on advanced management techniques using the latest
technologies.

The purpose of further research in this direction may be
to identify levers for accelerating the progressive develop-
ment of the insurance market of Ukraine.
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