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PECULIARITIES OF DEVELOPMENT
OF THE STATE SYSTEM REGULATION
OF THE INSURANCE MARKET OF UKRAINE

Abstract. The features of functioning of the system of state regulation of the
insurance market of Ukraine were considered. Based on the analysis of activity of
subjects of insurance market scientific principles were expanded, which together
can be described as the idea of the presence of direct and reverse connections be-
tween the links of different levels in the system of regulation of non-bank financial
services, particularly insurance market. The scheme of interactions between pub-
lic authorities, primarily of the regulator of non-bank financial services, and non-
governmental institutions, self-regulatory associations, unions that unite a certain
number of market members proposed in previous research works is recommended
to be supplemented by connections with regional markets, as well as communi-
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cation with scientists, the public and other institutions. Additions to the above
scheme have been developed, which cover legally formed and informal channels
of communication and interaction of insurance market entities. It is noted that
the disadvantages of the insurance market include the insufficient level of respon-
sibility of some insurance companies, insurance agents and insurance brokers to
policyholders, which reduces the credibility of the market on the part of consum-
ers of insurance services, citizens of Ukraine. Specific examples of violations of
the current legislation by intermediaries in the insurance market are given. The
attention is focused on the need to bring domestic legislation in the sphere of
regulation of insurance mediation closer to European standards. Proposals in this
direction, which take into account the European integration processes in Ukraine,
were provided. The features of the new laws of Ukraine, which amended some leg-
islative acts on the expansion of functions for state regulation of financial services
markets and consumer protection, are considered. The improvement of legislation
provides an opportunity to optimize the quantitative composition of regulatory
bodies in the markets of non-banking services. This introduces the responsibility
of financial institutions for violations of the rights of consumers of financial ser-
vices. It is important that the authorized bodies have the right to apply measures
of influence to economic entities and impose administrative penalties on officials.
Improving the efficiency of the state regulatory policy, expanding and strengthen-
ing the mechanisms of state regulation and supervision should contribute to the
termination of the activities of unscrupulous entities in the insurance market. We
should expect a positive impact of the new laws on the economy of the state as a
whole, since the insurance market, in particular, is one of the important segments
of the financial sector of Ukraine.

Keywords: markets of non-bank financial services, insurance, legislation,
management, state regulation, insurance mediation, problems, development.

OCOBJIMBOCTI PO3BUTKY CUCTEMU AEP;KABHOI'O
PETYJIIOBAHHS CTPAXOBOT'O PUHKY YKPAIHU

Anorantis. Po3risinyTo 0co6mBOCTi (yHKIIOHYBAHHS CUCTEME JI€P5KABHO-
rO peryJiioBaHHS CTPAXoBOro pUHKY Ykpainu. Ha mifctaBi anamizy misiibHOCTI
cy6’€KTIB CTPAXOBOTO PUHKY PO3IIUPEHO HAYKOBI MOJIOKEHHS, CYKYTHICTD SIKIX
MO’KHA KBaTi(hiKyBaTH JK i/1€10 1010 HASTBHOCTI MIPSIMOTO Ta 3BOPOTHOTO 3B’SI3KiB
Mi’K JIaHKaMU Pi3HOTO PiBHSI y CHCTEMi PeryJioBaHHS PUHKIB HeOaHKIBChKUX (hi-
HAHCOBUX IIOCJIYT, 30KPeMa PUHKY CTpaxyBaHHs. 3allpPOIIOHOBAHY Y MOIepeHiX
HAyKOBUX PoOOTaX CXeMy B3aEMO3B'SI3KiB OPraHiB JiepsKaBHOI BJI/IH, HAcAMIIE-
peit perysisiTopa pUHKY HeGaHKiBChbKMX (hiHAHCOBUX MOCJHYT, i HeJlep/KaBHUX 1H-
CTUTYIIN Y BUIJISAI caMOPEryJIiBHUX acollialliii, COI03iB, CITJIOK, sIKi 00’ €IHYIOTh
MIeBHY KiJIbKiCTh Cy6 €KTiB PUHKY, PEKOMEH/IOBAHO JIOTTIOBHUTH 3B’sI3KaMU 3 PETi-
OHAJIbHUMU PUHKAMHU, & TAKOXK KOMYHiKallisIMU 3 HAyKOBIISIMU, TPOMaJICBKICTIO i1
iHmMu iHCTUTYisIMU. PO3p00I€HO I0TTOBHEHHST /10 3a3HAYEHOI0 CXEMU, SIKE BU-
CBIiT/IIOE 10pUANYHO oopmiieHi i HepopMabHi KaHAIU KOMYHIKaIlii i B3aeMo/tii
cy0’eKTiB PUHKY CTpaxyBaHHs. 3a3Ha4eHO, 10 HEIOJiKaMHi CTPAaXOBOTO PUHKY
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€ HeIOCTaTHill piBeHb BiAMOBiZAJbHOCTI JIEIKNX CTPaXOBUX KOMIIaHii, cTpaxo-
BUX areHTiB i CTpax0BUX OPOKEPIB Mepeji CTpaxyBaJlbHUKAMHU, [0 3HUIKYE JIOBIPY
JI0 PUHKY 3 OOKY CITOJKMBAYiB CTPAXOBUX TOCJYT, TpoMajisii Y kpainn. Hasene-
Hi KOHKPeTHi PUKJIAJ1 TTOPYIIEeHb [[iI040r0 3aKOHO/IaBCTBA MTOCepPeHUKAMU Ha
CTPaxXOBOMY PHHKY. 30cepe/KeHa yBara Ha HeoOXiZHOCTi HabJIMKEHHST BiTUN3-
HIHOTO 3aKOHO/IABCTBA JI0 €BPOIENCHKUX HOPM y cdepi peryJiioBaHHs CTPaxo-
BOro mocepeaauilTBa. Hazano mpomosutiii y 11boMy HampsiMi, siKi BPaXOBYIOTb
€BpoiHTerpaiiiiHi nmporecu B YKpaiti. Po3risiHyTi 0co6aMBOCTI HOBUX 3aKOHIB
Ykpainu, sKkuMu BHECEH] 3MiHU /10 IeSTKUX 3aKOHOIABUYMX AKTiB MO0 PO3IITUPEH-
H4 DYHKIIH i3 1epKaBHOTO PETYJIIOBAHHSA PUHKIB (hiHAHCOBUX MOCIYT i 3aXUCTY
CMOKMBaviB. B/locKOHA/IEHHS 3aKOHO/IABCTBA HA/IAE MOKJIMBICTh ONITUMI3yBaTH
KiJIbKiCHUIT CKJIa/l PETYJISITOPHUX OPTaHiB Ha pUHKaxX HeGaHKiBChKUX rmocayT. [pu
IbOMY 3aMPOBA/KYETHCA BiZIOBIZIabHICTh (hiHAHCOBUX YCTAHOB 3a TIOPYIIEHHS
MpaB CHOXKUBaviB (hiHAHCOBUX TOCHYT. BaxkanBo, 110 YIOBHOBA)KEHUM Opra-
HaM Ha/laHO MPaBO 3aCTOCOBYBATH /10 Cy0'€KTIB rOCIIOAPIOBAHHSI 3aX0/I1 BILIN-
By Ta HaKJaJaTH Ha TOCaJ0BUX 0ci0 agMiHicTpaTUBHI cTsirHeHHs. [1iBUIIeHHS
e(PeKTUBHOCTI JIep;KaBHOT PEryJsITOPHOI TMOJIITUKH, PO3NTUPEHHS 1 TTOCUIEHHS
MeXaHi3MiB /lep;KaBHOTO PeTYJIOBaHHS Ta HAIJIGAY Ma€ CIPUATH MPUMTUHEHHIO
HistIbHOCTI HeoOpocoBicHNX cy6’ekTiB Ha cTpaxoBoMy puHKy. Cirij ouikyBaTu
MMO3UTUBHOTO BIJIMBY HOBUX 3aKOHiB HA EKOHOMIKY /Iep;KaBU Y 1iJIOMY, OCKiJIbKI
PUMHOK CTpaxyBaHHS, 30KPEMa, € OJTHUM i3 Bay)KJTMBUX CeTMEHTIB (hiHaHCOBOT ce-
pu Yxpainu.

KiouoBi cioBa: puHky HeGaHKIBChKUX (hiHAHCOBMX TIOCJYT, CTPaXyBaHHS,
3aKOHO/IAaBCTBO, YIIPABJiHHS, Jep:KaBHe PEeryJioBaHHs, CTPAXOBe MMOCepe/THUIIT-
BO, TPOGJIEMH, PO3BUTOK.

OCOBEHHOCTH PA3BUTHSA CUCTEMbBI TOCYJJAPCTBEHHOI'O
PEI'YJIMPOBAHUE CTPAXOBOI'O PbIHKA YKPANHDbI

Amnnoramusi. PaccMoTpenbl 0cO6eHHOCTH (DYHKITMOHUPOBAHUST CUCTEMBI T'O-
CYJIaPCTBEHHOT'O PeryJIMpoBaHus CTPAaXOBOTo pbiHKa YKpaunbl. Ha ocHoBanun
aHaJIM3a JesTeTbHOCTH CyOHEKTOB CTPAXOBOTO PHIHKA PACIITUPEHbBI HAYYHBIE MM0-
JIO3KEHUST, COBOKYITHOCTb KOTOPBIX MOKHO KBaJIM(UIIMPOBATH KaK WJIEI0 O HAJIM-
4UU TPSIMOI U 06PaTHO# CBSI3EH MEJK/y 3BEHBSIME Pa3HOTO YPOBHSI B CHCTEME
PEeryJIMpoBaHus PHIHKOB HeOAHKOBCKUX (DIMHAHCOBBIX YCJIYT, B YaCTHOCTH, PBIHKA
crpaxoBanust. [IpeyiosKeHHYIO B TPEAbIAYIINX HAYYHBIX paboTax cxeMy B3au-
MOCBSI3€ll OPTaHOB IrOCY/IAPCTBEHHON BJIACTH, IIPEK/IE BCETO PEryJsiTOpPAa PhIHKA
HeGaHKOBCKUX (DMHAHCOBBIX YCJIYT, M HETOCYIAPCTBEHHBIX MHCTUTYTOB B BUJIE Ca-
MOPETYJIUPYEMbIX aCCOIHAIINIT, COI030B, 00bEIUHSIONINX OTIPe/IeJIeHHOE KOJTye-
CTBO CYyOBEKTOB PHIHKA, PEKOMEH/IYETCSI IOTIOJIHUTD CBSA3SIME C PETMOHATIBHBIMU
PBIHKAMH, & TaK;Ke KOMMYHHUKAIIUSIMU C YYEHBIMU, OOTIECTBEHHOCTDIO ¥ IPYTHMU
WHCTUTYTaMU. PazpaboTaHbl IOMOTHEHNS K YKA3aHHBIM CXeMaM, KOTOPbIe OCBe-
0T fopuanyeckn oopmieHHble 1 HeopMaibHble KaHAJIbl KOMMYHUKAI[UN
Y B3aMMOJIENCTBUsI CYOBEKTOB PhIHKA cTpaxoBaHusi. OTMEYEHO, YTO HEMOCTAT-
KaMM CTPaxOBOT'O PbIHKA SIBJISIETCS HEJOCTaTOUHBIN yPOBEHb OTBETCTBEHHOCTU
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HEKOTOPBIX CTPAXOBBIX KOMITAHWH, CTPAXOBBIX areHTOB M CTPAaXOBBIX OPOKEPOB
repe]] CTpaxoBaTe sIMU, YTO CHUZKAET JIOBEPHE K PHIHKY CO CTOPOHBI TOTpeOuTe-
Jiell CTPaxoBBIX YCJIYT, Tpak/aH YKpaunbl. [IpruBesieHbl KOHKPETHBIE TTPUMEPHI
HapylIeHnH JefCTBYIONIET0 3aKOHOATEbCTBA MOCPEIHUKAMU HAa CTPAXOBOM
poitke. CocpeloToueHO BHUMaHNE Ha HEOOXOAMMOCTH MPUOJIMIKEHNST OTEYeCT-
BEHHOTO 3aKOHO/IATEIhCTBA K €BPOIEHCKUM HOPMaM B 00JIaCTH PETYJINPOBAHIIS
CTPaxoBOTO TOCpe/iHNYecTBA. J[aHbl IPeIOKeHNsT B 9TOM HAIIPaBJIEHUH, KOTO-
pble YUMTBIBAIOT €BPOWHTErPAIIMOHHbBIE TIpoIlecchl B YKpauHe. PaccMOTpeHBI
0COOEHHOCTH HOBBIX 3aKOHOB Y KpaWHbI, KOTOPBIMU BHECEHbI U3MEHEHUsI B He-
KOTOPbIE€ 3aKOHO/IaTeJIbHbIE aKThI TI0 PACHIUPEHUI0 (DYHKIIMI TOCyAapCTBEHHO-
r0 PeryJIMpOBaHMs PHIHKOB (DMHAHCOBBIX YCJYT M 3aIUTHI MIPaB MOTPeOUTE e
CoBepIiieHCTBOBaHNE 3aKOHO/IATEbCTBA MO3BOJISIET ONTUMHU3UPOBATH KOJMYECT-
BEHHBIII COCTaB PEryJIsITOPHBIX OPraHOB Ha PhIHKaX HEOAHKOBCKUX ycuyr. [lpu
ATOM BBOJIMTCSI OTBETCTBEHHOCTH (DMHAHCOBBIX YUPEK/EHN 32 HApyIIeHUE 1TPaB
norpebuTeneil GUHAHCOBBIX YCIYT. BaskHO, 4TO YITOJHOMOYEHHBIM OpTraHaM Ipe-
JIOCTaBJIEHO TIPABO IIPUMEHSTH K CyObEeKTaM X035IHCTBOBAHUST MEPBI BO3/ICHCTBUST
W HaJIaraTh HA JIOJKHOCTHBIX JIUI IMUHUCTPATUBHbBIE B3bickaHusd. [loBbineHne
a(hPeKTUBHOCTU TOCYZAPCTBEHHON PETYJISATOPHON MOJUTHUKU, PACIIUPEHUE U
yCuJieHe MEXaHU3MOB TOCYZIaPCTBEHHOTO PETYJUPOBAHUS M HA/I30Pa JIOJIKHO
CII0cO6CTBOBATH TIPEKPAIIEHHUIO IESTETbHOCTH HEJOOPOCOBECTHBIX CYOBEKTOB Ha
cTpaxoBoM pbiHKe. CiieryeT 0:Ku/IaTh MOJ0KUTETbHOTO BJAUSHUS HOBBIX 3aKOHOB
HA 9KOHOMUKY TOCYZIapPCTBA B 11€JIOM, TIOCKOJIbKY PBIHOK CTPAXOBAHUSI, B YACTHO-
CTH, SIBJISIETCI OJTHUM U3 BAXKHBIX CETMEHTOB (PMHAHCOBOM chepbl Y KpauHbI.

KoueBbie ciioBa: phIHKN HEOAHKOBCKUX (DMHAHCOBBIX YCJIYT, CTPaXOBaHUE,
3aKOHOJIATEIbCTBO, YIIPABJIEHNE, TOCY/ITAPCTBEHHOE PETYJNPOBAHUE, CTPAXOBOE
MOCPEIHUYECTBO, TIPOOJIEMbI, PA3BUTHE,

Statement of the problem in gen-
eral and its relation to important sci-
entific or practical tasks. Ukraine’s
economy is gradually moving in the
European direction. Under these con-
ditions, improving the system of state
regulation of non-bank financial servic-
es and in particular insurance market,
which is the most significant in the field
of non-banking services acquires strate-
gic importance. Recently the possibil-
ity and methods of state regulation of
this market is growing and improving
due to the adoption by the Verkhovna
Rada of Ukraine in September of 2019

two laws of Ukraine “On amendments
to some legislative acts of Ukraine re-
garding protection of rights of consum-
ers of financial services” (the draft law
dated 06.09.2019 Ne 1085-1, the law
was adopted on 20.09.2019) and “On
amendments to some legislative acts
of Ukraine concerning improvement
of the functions of state regulation of
financial services markets” (draft law
dated 06.09.2019 Ne 1069-2, the law
was adopted on 12.09.2019). These laws
entrust new powers and thus expand
the power of regulators of the market
of non-bank financial services. Accord-
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ing to the first law (the “split” which
in the dictionary of economic terms is
interpreted as “increase”) supervision
and regulation of insurance companies
will be transferred from the National
Commission, carrying out state regula-
tion of markets of financial services to
the National Bank of Ukraine (NBU).
The second law significantly strength-
ens the control over the activities of
participants in this market and the
quality of services provided, as well as
strengthens the responsibility of insur-
ers and the protection of consumers
of insurance services. Supervision and
regulation of the insurance market will
now be carried out by the NBU, which
will eliminate duplication of functions
of regulators for control and supervi-
sion, including the activities of various
associations of banking structures with
insurance companies.

According to the NBU, the mar-
kets of non-bank financial services in
Ukraine have historically operated un-
der less strict control and regulation by
the state than, in particular, the banking
sector. These laws will ensure the same
model of state regulation of the bank-
ing and non-banking financial markets.
The regulator, which the NBU be-
comes, is entrusted with the functions
of segmentation of non-bank financial
services markets, licensing, prudential
supervision of the insurance market, its
verification, protection of the rights of
consumers of services. There is reason
to expect that the system of regulation
of non-bank financial services markets
and, in particular, the insurance mar-
ket, envisaged by the new legislation,
will strengthen their attractiveness for
potential investors, increase consumer
confidence in them, expand and im-
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prove the legislative framework, and
ensure full transparency of the activi-
ties of market entities.

According to this, the task is to
analyze the trends and prospects for
the development of the system of state
regulation of non-bank financial ser-
vices markets, as well as to develop
recommendations for the effective use
of new opportunities in practice. The
insurance market is the example for the
analysis, it is the most significant in the
field under consideration.

Analysis of recent studies and
publications that started to address
this problem. Theoretical and practi-
cal foundations and various specific
aspects of state regulation of the insur-
ance market of Ukraine were investi-
gated by leading Ukrainian and foreign
scientists [1-5 and others]. In these
and many other scientific researches
views of scientists on essence, tenden-
cies, ways of development of the market
of insurance services, principles of regu-
lation of its activity are covered.

Currently, the state of the econo-
my of Ukraine and the financial and
economic situation in the world are
changing rapidly. Therefore, given the
immutability of the fundamental foun-
dations of the theory of insurance and
the theory of public administration and
administration [6—7] certain scientific
and practical issues of state regulation
of the insurance market need to be de-
tailed in relation to modern conditions.
The position of the author of this ar-
ticle, which is expressed in [8-9] and
others, is that the system of regula-
tion of markets of non-bank financial
services should be understood as laws
and other state regulations that create
conditions for the functioning of these




markets and the activities of their sub-
jects. Legal documents that form an in-
tegral legislative and regulatory frame-
work in this area should be considered
as interrelated elements of the system
of regulation of non-bank financial
services markets. State regulation has
a strategic nature and provides for a
targeted impact on market members
to achieve the ultimate goal — to in-
crease the efficiency of their activities
in favor of the state economy. Regu-
lation includes the identification and
analysis of problems, the allocation of
the most important tasks in this peri-
od, the search for optimal solutions and
ensuring their implementation. The
concept of development of the system
of regulation of markets of non-bank
financial services characterizes the
change in its composition, structure,
state over time. The result is a new
state of the system. The development
of the system of regulation of non-bank
financial services markets in Ukraine
has an evolutionary form associated
with gradual qualitative and quantita-
tive changes.

Regulation of non-bank financial
services, like regulation of other sectors
of the economy, includes the monitor-
ing of positive trends and rapid iden-
tification of the signs of the negative
phenomena, the analysis and under-
standing of their causes, development
of possible interventions to study the
likely consequences of their implemen-
tation. Effective regulation also implies
the creation of conditions for the devel-
opment and implementation of optimal
management decisions to prevent crisis
phenomena, eliminate complications
that may arise, increase the potential of
all market segments.

It is not possible to name all the sci-
entists who contributed to the devel-
opment of the theory, methodology,
practice of functioning and state regu-
lation of insurance and other markets
of non-bank financial services because
of the limited volume of the text of this
article. Therefore, during the consid-
eration of specific issues in the article,
references will be made only to the lit-
erature used, with deep respect for the
authors of all scientific works.

The purpose of this article is to
identify patterns of market develop-
ment non-bank financial services insur-
ance market of Ukraine, peculiarities of
impact on the market regulatory sys-
tem, the definition and justification of
directions of regulation and increase of
efficiency of activity of subjects of the
insurance market to ensure its stability
and reliability.

Presentation of the main research
material. It is necessary to agree with
the authors of the above scientific works
[1-7] and other studies, that the devel-
opment of the system of regulation of
the insurance market should provide,
first of all, strengthening the protection
of property interests of policyholders,
which are individuals and legal entities.
Secondly, it should meet the interests
of the state, since this market is one of
the sources of financial investment in
various sectors of the national econ-
omy. Thirdly, it needs to promote the
implementation of a certain course of
economic and social policy of the state.
Fourth, it should ensure the possibility
of effective activities of insurance mar-
ket entities (insurance companies, bro-
kers, agents) and other persons work-
ing in the insurance market (banks,
associations of insurers, law firms, etc.).

69




Fifth, it needs to ensure the integration
of the Ukrainian insurance market in
the relevant international network, in
the global space of non-bank financial
services.

The insurance market is one of the
powerful segments, sectors of the gen-
eral market of non-banking services.
In our work [8] the complex of views,
representations, ideas directed on in-
terpretation of essence of system of
regulation of the markets of non-bank
financial services in Ukraine is offered.
The scientific provisions, the totality of
which can be qualified as the idea of the
presence of direct and feedback links
between links at different levels in the
system of regulation of markets of non-
bank financial services were described
and substantiated. In the development
of the ideas expressed in [8], we note
that the system of regulation of mar-
kets of non-bank financial services in
Ukraine is characterized by the fact
that its components at different levels
(from the state to the level of a small
enterprise) have strong direct and re-
verse relations. According to the math-
ematical formulation, under certain as-
sumptions, it can be considered that the
regulation of markets for non-bank fi-
nancial services by public authorities is
a direct theorem, which proves that the
initial conditions and tasks when im-
plemented in practice provide a pre-de-
clared, expected result. Therefore, the
state regulator formulates and approves
tasks and creates conditions (laws, res-
olutions, orders, other documents) for
the development of non-bank financial
services markets. When they are imple-
mented, the goal is achieved.

Links of state bodies of various lev-
els and subjects of the markets of non-
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bank financial services have direct and
inverse relations among themselves
which consist in the are as follows.
Comments, recommendations, deci-
sions of the state regulator are brought
to the management of structures oper-
ating in the markets. That is, to market
entities, where solutions are tested in
practice, their shortcomings are iden-
tified and proposals for their improve-
ment are formulated. Management
of the lowest level, namely insurance
companies, credit unions, etc directs its
developments to the appropriate higher
level - to the regulator and then to the
Cabinet of Ministers of Ukraine to take
them into account through changes and
additions to existing regulatory docu-
ments or those that are being devel-
oped. In this way, there are direct and
feedback links in the markets of non-
bank financial services between manag-
ers of different levels, between the state
bodies regulating the markets and the
structures that work there. Such rela-
tionships are the features of the system
of regulation of non-bank financial ser-
vices markets.

A significant role in the system of
regulation of markets of non-bank fi-
nancial services in Ukraine is played
by non-governmental non-profit self-
regulatory organizations, which vol-
untarily unite the structures operating
in the markets, companies in order to
closely interact and develop a com-
mon policy and principles of behavior
[8]. The influence of market entities on
strategic decision-making looks like a
chain:  subject-association-regulator-
Cabinet of Ministers — Verkhovna
Rada of Ukraine. The message on the
implementation of the decisions taken
is transferred in the opposite direction.




The scheme of relations of public au-
thorities, primarily the regulator, with
self-regulatory organizations, proposed
in the article [8] each of which unites
a certain number of market entities, in
our work [9] is supplemented by com-
munications with science, the public
and other institutions. These additions
provide for strengthening the partici-
pation of the general public through
the Internet space in the development
of proposals to address problematic is-
sues, the introduction of measures to
influence the authorities on the market
by adopting new or improving existing
regulatory acts. At the same time, the
concept of “power” should be under-
stood not only and not so much as the
regulator represented by the National
Financial Services Committee or the
National Bank of Ukraine, but also lo-
cal and regional authorities. Commu-
nication subjects of the market of non-
banking financial services regulator,
the public, expert groups from among
scientists, local and regional authori-

ties and other agencies and feedback
of these schema elements are based on
the principles of openness and transpar-
ency of partnerships. The schemes of
communication of the insurance mar-
ket with state and non-governmental
structures in Ukraine presented in [9]
complement and expand the previ-
ously developed models of develop-
ment and functioning in the future of
the system of regulation of non-bank
financial services and the structure of
interaction of public authorities with
self-regulatory organizations that oper-
ate in the insurance market in Ukraine.
The scheme of channels of interaction
between subjects of the insurance mar-
ket is proposed as the development
[9] of the communication structures
(Fig. 1). The existence of such formal
and informal ties should be taken into
account in the system of state regula-
tion of this market.

Insurance brokers and insurance
agents indicated in the diagram (Fig. 1)
are intermediaries who actively work

Insurance
_ ‘ <
senices
Vg— y——
Insurance Insurance
> IC D REEEEEE
agents brokers

A A A

' \/

"""""" > Insurers <

Market entity

Fig. 1. Scheme of communication

channels and interaction of subjects

of the insurance market.
It is designated: IC — insurance company; continuous lines — legally issued com-
munications; dotted lines — commercial relations; dashed-dotted lines — possible

contacts
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in the market of providing insurance
services. They have different functions
in the market. Brokers carry out busi-
ness activities in relation to the provi-
sion of paid services to policyholders to
protect their interests through effective
risk insurance.

An insurance broker is a legal entity
that must act in the interests of the pol-
icyholder. The task of insurance agents
on the contrary is to satisfy the inter-
ests of insurance companies to expand
the volume of sales of services provided
by them. Insurance agents act on behalf
of and under the control of the insurer
on the basis of the Agency agreement.

The legislation of Ukraine alleg-
edly differentiates the activities of in-
surance brokers and insurance agents
in terms of, first of all, the protection
of property interests of consumers of
insurance services. But despite the ex-
istence of a regulatory framework that
regulates the activities of these inter-
mediaries at the legislative level, in real
life there are unresolved issues in this
area [9]. As a matter of fact insurance
agents, given the fierce competition for
customers among insurance companies
in the market of services, often offer
policyholders, which they control, si-
multaneously to several insurance com-
panies instead of one on behalf of which
the agent works. Stop at the company
that provides the agent with the great-
est reward. The negative consequences
of this market situation lies in the fact
that agents often give their clients to
conclude insurance contracts financial-
ly weak and insolvent companies that
in the event of an insured event are not
able to fulfill obligations to the policy-
holder. This aspect of the interaction of
insurance agents with insurance com-
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panies requires regulation at the level
of legal acts.

The activity of the insurance broker
should be aimed exclusively at finding
insurers that best meet the interests
of the policyholder. But unscrupulous
brokers collude with “their” insurance
companies, provide them with clients-
insurers and receive remuneration from
insurance companies, which is not pro-
vided by the legislation on brokerage.
Intermediaries in the insurance market
are in contact with millions of consum-
ers of insurance services (more than 8
mln only in compulsory insurance of
civil liability of owners of land vehicles
and more than 1 mln traveling abroad
[9]). Therefore, perceiving this situa-
tion as significant, it is necessary to dis-
tinguish the intermediary activity of in-
surance agents and insurance brokers at
the legislative level more categorically
than now [10; 12].

In our article [9] it is shown that
among the specialists engaged in the
insurance market, there are different
views on the optimal size (rate) of pay-
ments to intermediaries and other per-
sons for the conclusion of the insurance
contract. Opponents give weighty ar-
guments in support of their positions on
this issue. But there is reason to expect
that the introduction of a corporate tax
in the amount of 18 % of the amount
exceeding the established norm of pay-
ments to intermediaries will reduce the
practice of evading unscrupulous insur-
ers from paying taxes by excessively
inflating the remuneration of interme-
diaries. Practice shows that now the
company’s insurance agents are paid
from 40 to 80 % of the insurance premi-
ums received, which almost always sig-
nificantly exceeds the cost of agents to




perform intermediary work. According
to expert estimates, the amount of eco-
nomically justified payments to inter-
mediaries should not exceed 30 %, and
everything else means the tax evasion.
Despite some unsettled activity
of insurance intermediaries (brokers,
agents), they play a positive role in the
insurance market of Ukraine, helping
insurers to provide and policyholders
to receive insurance services. A detailed
review of domestic and European leg-
islation in the field of insurance media-
tion is carried out in article [10]. The
author of this work did not consider
the above remarks regarding violations
in the activities of insurance brokers
and insurance agents in the market of
insurance services, which are common
in real life. He focused on conceptual
issues, namely the comparison of leg-
islation in the field of insurance me-
diation regulation in Ukraine and the
European Union (EU). The proposals
presented in [10] on the adaptation of
domestic legislation in the field of regu-
lation of insurance mediation to the
European one are relevant and should
be adopted. There are many ways to im-
plement recommendations. The easiest
way, perhaps, to amend the resolution
of the Cabinet of Ministers of Ukraine
“On the procedure for the activities of
insurance intermediaries” or the cur-
rent law of Ukraine “On insurance”. It
is also possible to adopt new laws on
insurance mediation or insurance and
provide for the implementation of EU
directives on insurance mediation. We
emphasize that in [10], as well as later
in our article [9], the object of regula-
tion is understood to be the legislation
concerning the activities of market en-
tities to provide intermediary services

in insurance, in particular brokerage
operations and Agency services. This
is due to the fact that this approach is
applied in the Association Agreement
between Ukraine and the EU, namely
in subsection 6 “Financial services”, in
accordance with article 125.2(a) [11].
The results and conclusions of our
studies [6; 8—9; 12 and others] coincide
in fact with the solid recommendations
givenin [10]. First of all, it concerns the
need to expand the limit of regulation
of insurance mediation and establish
restrictions on uncontrolled activities
of entities for which the sale of insur-
ance products is not the main activity.
In addition, it is advisable to introduce
mandatory liability insurance of inter-
mediaries selling insurance products
to policyholders. Also it is necessary
to oblige intermediaries to inform poli-
cyholders to sign insurance contracts
with them the official status of sellers
of the insurance product, the amount
of remuneration they receive, and their
liability. The proposed can be applies
not only to insurance brokers or insur-
ance agents, but also to other individu-
als and legal entities that mediate in the
insurance market, in particular banks.
In this way, the safety of consumers of
insurance products will be enhanced re-
gardless of the channel of sale of servi-
ces — through intermediaries or direct-
ly in insurance companies. These re-
quirements will facilitate the transfer of
mediation in a civilized and controlled
way, as is the case in the highly deve
loped countries of the European Union.
Summary. State regulation of non-
bank financial services and, in particu-
lar, the insurance market has the po-
tential to increase efficiency through
wider involvement in this process of
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non-state self-regulatory organizations,
the public, the Internet space, scien-
tific institutions. The specifics of the
insurance market require taking into
account both the financial interests of
both market participants and the inter-
ests of the state. To strengthen the pro-
tection of consumers of financial servic-
es, it is necessary to provide safeguards
against the penetration and presence in
the market of problematic, insolvent,
unscrupulous insurance companies. It
is also necessary to take measures to
eliminate the practice of applying eco-
nomically unjustified remuneration to
insurance intermediaries and to tight-
en the requirements for their liability
to consumers of insurance services. In
general, it is necessary to expand the
boundaries of state regulation of the in-
surance market and strengthen the re-
sponsibility of subjects for compliance
with legislative norms at the level of
implementation of regulatory acts.
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