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Abstract

The functioning of the insurance system is associated with the dynamics of devel-
opment and the current state of the economy, the political and social situation in 
a country, the legal field of operation of both insurance companies and economic 
agents. That is why the effective development of the insurance system is impossible 
without a deep understanding of the factors of the macroeconomic environment that 
can determine the scale of insurance activity. The aim of the study is to identify and 
determine the impact of macroeconomic factors on the development of the insur-
ance system in Ukraine. To analyze the exogenous factors influencing the develop-
ment of the insurance system, the study uses the method of PESTL analysis, as a 
result of which the strength of the influence of factors was assessed by insurance 
experts through a questionnaire. It is determined that political factors play an im-
portant role in the development of the insurance system. It is proved that economic 
factors influencing the insurance system have a direct impact, since the decline in 
production, rising inflation, which is reflected in the reduction of purchasing power 
of the population, leads to a reduction in insurance premiums to insurance compa-
nies. Social factors influencing the development of the insurance system manifest 
themselves through trust in insurers, which is the catalyst for the development of the 
insurance system. Technological factors influencing the development of the insur-
ance system are represented by the level of development of innovations and tech-
nologies in insurance, the level of penetration of the Internet and mobile gadgets 
into the insurance system, the degree of globalization and openness of the insurance 
system. It is determined that legal factors are inhibitors of the development of the 
insurance system, as they do not create appropriate conditions for its improvement 
and development. It is concluded that economic factors have the greatest impact on 
the development of the insurance system and the functioning of its elements. 
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INTRODUCTION

The dynamics of the insurance system development depends on the 
current state of the economy, political and social system in a country, 
the legal field of operation of both insurance companies and economic 
agents. Ukrainian experience shows that the problems that arise in 
the insurance system are often preceded by macroeconomic changes. 
In such circumstances, the assessment of the effectiveness of the in-
surance system is incomplete without analyzing the impact of changes 
in the economic system. As practice shows, financial crises, which are 
characteristic of economic development, are a direct consequence of 
the impact of mainly external factors. That is why the effective devel-
opment of the insurance system is impossible without a deep under-
standing of the factors of the macroeconomic environment that can 
determine the scale of the insurance activity. 
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The impact of macroeconomic factors on the development of the insurance system can have a direct or 
indirect effect. Factors with the nature of the action affect the subjects of the insurance system, while 
the factors of indirect action do not directly affect, but are consistent with the results of the development 
and life cycle of the insurance system. In modern conditions, when studying the factors of the insurance 
system development and its cyclical nature, it is necessary to take into account the following features: 
the emergence of supranational bodies and regulatory documents (international organizations); inte-
gration of the insurance system into the world insurance sphere; excessive regulation of the develop-
ment of the insurance system during its transition to the stage of decline. 

In turn, the life cycle of the insurance system is a multi-vector phenomenon that depends on many 
factors, each of which leads to certain individual results at each stage of its development, so the study 
should be comprehensive and systematic, rather than the dynamics of a single indicator. Such a study 
will then be impractical, incomplete, and, as a result, will not have qualitative scientific results. All the 
indicated factors justify the relevance of the topic of the scientific article.

1. LITERATURE REVIEW

Many authors study the influence of certain fac-
tors on the development of the insurance sys-
tem, in particular, the influence of demographic 
factors (Galkiv, 2010; Pirozhkov, 2013), politi-
cal factors (Lyuljov, 2018; Shyhun & Khodzytska, 
2015; Maksimentsev, 2019, Shulika, 2017), and 
the impact of the shadow economy (Koshel, 2019; 
Goncharuk & Fleichuk, 2009) on the development 
of the insurance system. The study of the impact 
of the shadow economy on the development of in-
surance companies has not gone unnoticed. 

It is worth emphasizing the position of Tsurkan 
and Dobrovolskyi (2017) who believe that the way 
of life and customs of the population has a signif-
icant impact on the development of the domes-
tic insurance system. The paper investigated that 
the formation of a voluntary life insurance mar-
ket in developed countries began with a salary of 
USD 500 per month and if the average monthly 
salary of citizens is less than this amount, life in-
surance is growing rather slowly. In Ukraine, this 
figure did not reach USD 450. For every citizen 
of Ukraine, payments made in life insurance are 
usually formed from additional surplus funds that 
will bring him/her income in the future. 

Marshalok (2019) argues that the factors of growth 
of average incomes are the growth of the mini-
mum wage, gradual and systematic increase in 
wages in medicine, education, decentralization 
policy, medical reform, agricultural development, 
increasing the share of IT market in the overall 

economy. These factors have become the main 
ones in the growth of average income and in-
creased welfare of citizens in Ukraine.

Demographic problems, the level of migration 
have a significant impact, which can serve as a 
disincentive to the development of the insur-
ance system. In particular, scientists have re-
peatedly stressed the severity of the problem of 
gender and age structure of the population, be-
cause there is a transformation of the age struc-
ture of the population, in particular the growth 
of the proportion of older people (Galkiv, 2010; 
Pirozhkov, 2013). Analyzing the age structure 
of the population of Ukraine in 2020, one can 
say about the regressive development of the age 
structure, as the share of the population aged 0 
to 17 was 18%, and people over 60 – 23.9% (SSSU, 
2021a). All these factors affect the development 
of the insurance system, serving as its inhibi-
tor, as it reduces not only the number of people 
employed in insurance, but also the number of 
young people who could use insurance products. 
This process will continue as Ukraine’s popula-
tion is constantly declining. With the acquisition 
of independence, the country lost more than 10 
million people (about 20% of the population) for 
the period 1990–2021 (SSSU, 2021a).

Ukrainian scientists have analyzed politi-
cal factors and their risks in depth (Shyhun & 
Khodzytska, 2015; Maksimentsev, 2019, Shulika, 
2017; Marshalok, 2019). It is not enough to in-
sert the study of the impact of corruption and the 
shadow economy on the development of insur-
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ance companies. In particular, the development of 
insurance companies is hampered by the high lev-
el of corruption in Ukraine. The development of 
the insurance system is hampered by a high level 
of corruption in the country. In 2020, according to 
the Corruption Perceptions Index (CPI), Ukraine 
improved its performance compared to 2019 and 
fell by three points – from 30 to 33 points, taking 
117th place (in 2019, Ukraine was nine steps lower 
and ranked 126th in the ranking) in the ranking of 
180 countries studied (TI, 2020).

The shadow component of the insurance system 
is growing every year, which negatively affects 
its development and operation (Koshel, 2019; 
Goncharuk & Fleichuk, 2009). According to the 
results of January-March 2020, an increase in 
the level of the shadow economy in the financial 
and insurance sector of Ukraine (by 4 percentage 
points to 35% compared to 2019 – 31% of the of-
ficial gross value added) was recorded (DSPMF, 
2021). In some scientific papers, attention is drawn 
to the fact that financial inclusion should be an 
important priority in the fight against corrup-
tion in the development of the insurance system, 
which allows involving all segments of the popu-
lation to insurance companies, which in turn con-
tributes to economic growth through the mobili-
zation of savings, investing in the development of 
the state economy, diversification of the financial 
system. These explanations are confirmed accord-
ing to international studies, the level of financial 
inclusion affects the country’s economic growth, 
development of the insurance system and the lives 
of citizens – if the level of financial inclusion in-
creases by 10%, the country’s GDP grows by about 
0.3%, which is over 9 billion hryvnias for Ukraine 
(MEDTA, 2020).

The domestic economy felt the negative effects of 
external and internal imbalances due to the war 
in Eastern Ukraine, the annexation of Crimea and 
Sevastopol, various trade restrictions imposed on 
Ukraine by the Russian Federation (Lyuljov, 2018). 
These negative events lead to the loss of income, 
reduction in GDP, reduction in production capac-
ity, shortfall of tax revenues, closure of regional in-
surance companies and banks or their withdrawal 
from the Eastern Territories and Crimea, respec-
tively, due to business closure (urgent need to leave 
the occupied territories) – reduction of insurance 

payments and mass closure of accounts, withdraw-
al of bank deposits by customers due to migration 
of the population, which led to a reduction in the 
resources of the banking system by UAH 80.5 bil-
lion. In general, the occupation caused a liquidity 
deficit in the banking system of UAH 130 billion, 
which caused a strong banking crisis in Ukraine 
in 2014–2015 (Razumkov Center, 2019).

It is necessary to single out financial offenses on 
the part of employees of insurance companies 
and insurance intermediaries, as they may be 
de facto unregistered without licenses, and as 
Yermoshenko (2009) researched, sell invalid in-
surance policies and do not transfer collected in-
surance premiums to the insurer on whose behalf 
they act. By selling such insurance policies, insur-
ance intermediaries receive, in addition to the in-
terest of the insurance company, the full amount 
of the insurance premium, as a result of which the 
insurer loses his benefit and reputation because he 
does not provide insurance coverage to his client. 
Dobrik (2016) correctly noted that the described 
problem is related to the lack of a proper system of 
licensing and accreditation of domestic insurance 
intermediaries, as in Ukraine almost any person 
can become an insurance agent. We believe that 
the approaches in the papers deserve attention, but 
the insurance system in Ukraine is influenced not 
by one factor, but by a set that requires in-depth 
research.

The aim of the study is to identify and determine 
the impact of macroeconomic factors on the de-
velopment of the insurance system in Ukraine.

2. RESEARCH METHOD

The methodological basis of the paper includes 
general scientific methods of cognition, scientific 
works of economists on the development of the 
insurance system. The method of comparison (to 
compare the impact of macroeconomic factors on 
the development of the insurance system), anal-
ysis and synthesis (analysis of the political situa-
tion in the country, assessment of corruption and 
inflation on the functioning of the insurance sys-
tem, analysis of insurance legislation) and survey 
method (for conducting and presenting the results 
of PESTL-analysis) are used. Dwell in more de-
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tail on the survey method, which was conducted 
through a survey among experts in the insurance 
market. The questionnaire contained questions 
on assessing (on a five-point scale) the strength of 
the impact of five main groups of factors (politi-
cal, economic, social, technological, legal) on the 
Ukrainian insurance system. According to the 
results of the survey, a PESTL analysis was con-
ducted, which contains a consensus forecast of 
insurance experts and their scenario of insurance 
system development and the average value of the 
main groups of factors assessed by experts based 
on common assumptions and consensus scenario 
of insurance system development.

3. RESULTS

It is considered that the cyclical development 
of the insurance system is due to the activity of 
both internal (endogenous) and external (exog-
enous) factors. Internal factors are caused by the 
activities of entities within the insurance system. 
In turn, external factors are catalysts that exacer-
bate or mitigate the effects of structural imbalanc-
es, including the state of economic development, 
other systems and their structures, the presence of 
positive and negative phenomena inherent in the 
insurance system, and the intensity of new tech-
nologies in its functioning. It should be noted that 
exogenous and endogenous factors can act as cat-
alysts for the development of the insurance system 
and its inhibitors.

Political (P) – political factors influencing the in-
surance system. The political situation plays an 
important role in the development of the insur-
ance system, as it is directly dependent on it, based 
on its impact on social and economic development 
processes in the country. If the impact of econom-
ic and social factors can be quantified, then polit-
ical factors require a more qualitative approach to 
analysis.

The main indicator of the political situation in the 
country and the basic indicator of the stability of 
the insurance system in Ukraine is political risk. 
Subjective influence is crucial in making political 
decisions, because, looking at the thirty-year his-
tory of Ukraine’s independence, politics does not 
promote the development of the insurance sys-

tem and economy, but rather consolidates certain 
“beneficial” people in the range of authority, who 
help and benefit from making political decisions, 
satisfy their own business desires, serve their own 
campaigns, finance elections.

Political system in Ukraine today is believed to 
be quite archaic and inert, which hinders deci-
sion-making in the field of insurance, integration 
of the domestic insurance system into the world 
insurance space and, accordingly, serves as an in-
hibitor of the insurance system.

Furthermore, it is necessary to emphasize the 
fundamental feature of the formation of Ukraine, 
when political interests dominate over legal ones 
in the development of insurance legislation. State 
policy is reflected in the rule of law, which shows 
the universally binding will of the state. In turn, 
law is a tool for policy implementation and legit-
imate political decision-making. Normally, legal 
norms should restrain political power, which very 
often seeks to refrain from illegal methods. In 
Ukraine, political interests often dominate over 
legal ones, although they do not have adequate le-
gal support.

Large insurance companies have significant polit-
ical relationships with government officials, which 
leads to oligopolization in the insurance system, 
as indicated by their actions to increase their prof-
itability. Relations in political circles allow such 
companies not to pay taxes in full, which leads to 
an increase in the corruption component in the 
insurance system, and more precisely – to increase 
the level of shadow transactions.

Thus, political factors, on the one hand, indicate 
the possibility of effective development due to 
structural changes in the country, but on the other 
hand, politicized government, illegal political pro-
cesses negatively affect the further development of 
the insurance system in Ukraine.

Economic (E) – economic factors of PESTL analy-
sis of the insurance system. The main indicator of 
economic development is the level of GDP, which 
is directly proportional to the amount of insur-
ance premiums paid in the country, which in turn 
depends on the solvency of the population. In sit-
uations where GDP growth slows down, produc-
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tion capacity decreases, which leads to a decrease 
in production, inflation is immediately noticea-
ble, which is reflected in a decrease in purchasing 
power and a reduction in insurance premiums to 
insurers.

To show the share of insurance in the economy of 
Ukraine, there is a need to refer to the insurance 
penetration ratio (Insurance Penetration ratio), 
which is used as a risk financing mechanism and 
insurance protection tool and is calculated as the 
ratio of insurance premiums to GDP (Figure 1). In 
Ukraine, the share of insurance in GDP is negligi-
ble and amounts to only 1.33% (1.3% of which is at 
risk). Since 2004, this indicator in Ukraine shows 
an annual reduction in the share of collected pre-
miums in the country’s GDP, which indicates a 
slight development of the insurance system. In 
comparison, this figure averages 6.3% in the world 
and 7.2% in Europe.

Figure 1 shows a gradual increase since 2009 and 
a quite active increase since 2015. This period is 
characterized by active growth and insurance pre-
miums in the insurance system, but this share re-
mains quite small compared to developed coun-
tries. In addition, not only GDP as an economic 
factor affects the development of the insurance 
system, but also the insurance system affects the 
development of the economy. If the population 
trusts the insurance system and, accordingly, the 
elements that constitute the part of its structure, 
they begin to invest their savings in financial as-
sets without hesitation. These savings, directed to 

insurance companies, are the insurer’s resource 
for investing in the economy, which contributes 
to the financing of the real sector of the economy 
and GDP growth. Therefore, it can be said that 
GDP serves as a stimulus to the development of 
the insurance system in Ukraine rather than an 
inhibitor.

The inflationary fluctuations of the economy serve 
as a disincentive to the development of the insur-
ance system because due to rising prices in the 
country, the purchasing power of money reduces. 
Inflation poses the greatest threat to elements of 
the insurance system such as life insurance com-
panies, which usually offer long-term insurance 
policies, which, given their maturity, may depre-
ciate at the end of the insurance period. The main 
consequences of inflation in the insurance system 
are as follows: a decrease in the real value of cur-
rency, expected income and profits or capital, due 
to changes in price levels in the economy. In ad-
dition to the threat that inflation poses to various 
savings of the population, it also has a negative im-
pact on the value of securities that serve as invest-
ments of insurers.

The analysis of consumer price indices for the pe-
riod of independent Ukraine 1991–2020 (Figure 2) 
can show that in the early 90’s, in times of chaos, 
economic uncertainty and the presence of crimi-
nal authorities in the country and business, there 
was hyperinflation in 1993 at 10,256%, which fell 
sharply to 501% the following year, showing an-
nual declines. 

Source: NBU, (2020), SSSU (2021a, b).

Figure 1. The volume of Ukraine’s GDP and the share of insurance penetration in GDP, 1991–2020
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A slight increase can be seen as a result of the 
global financial and economic crisis in 2008–2009, 
when consumer price indices were set at 122.3% 
and 112.3%, respectively, and then in 2014–2015 
inflation was significant – 124.9% and 143.3%, re-
spectively, due to political factors described above 

– the beginning of the war in Eastern Ukraine and 
the annexation of Crimea. In addition to these 
reasons, the decline in the real value of money 
in this period led to the banking crisis of 2014–
2016, which left its mark on public confidence in 
the banking system and the devaluation of money 
held in bank accounts.

Given the relationship between inflation and the 
amount of insurance premiums collected in the 
insurance system, it is difficult to trace the clear 
dynamics until 2017, according to which conclu-
sions could be drawn about the direct relationship 
between these indicators, as the population be-
haved differently, which shows the amount of col-
lected insurance premiums for this period.

However, it can be said that with the decrease in 
inflation since 2017, the population began to ac-
tively invest in insurance, as they wanted not on-
ly to receive insurance coverage, but also income 
from rising value of money by investing in various 
financial assets. There was a significant increase 
in the profitability of insurers due to rising com-
missions of the banking system, which led to im-
proved performance in the insurance system and 
GDP growth in 2019. Already in 2020 the situation 
changed in favor of the insurance system and the 

economy as a whole due to the COVID-19 pan-
demic, which shook the whole world, but affected 
the country’s economy by a slight increase in in-
flation by almost 1%, but a significant decline in 
gross insurance premiums.

Due to the devaluation of the national currency, 
the value of insurance products immediately in-
creases due to the appreciation of foreign currency, 
insurers do not pay the full amount of insurance 
indemnity under certain insurance contracts. In 
addition, exchange rate fluctuations lead to losses, 
reduced solvency of insurance companies, espe-
cially life insurance companies, because they form 
insurance reserves in the currency in which they 
are liable to policyholders, and usually buy freely 
convertible currency because they pay insurance 
premiums in national currency units.

The banking crisis of 2014 caused the devaluation 
of the hryvnia, which led to a decrease in incomes 
in dollar terms in 2014–2015. In three years since 
2013, the national currency has devalued more than 
three times, which has reduced incomes from USD 
408 in 2013 to USD 174 in 2015. The following years 
showed a significant increase in income, which in 
2018 already amounted to USD 380 and statistics 
show the revaluation of the hryvnia this year in 
Ukraine. The growth of citizens’ incomes is an in-
dicator of socio-economic growth in the country.

It should be emphasized that the level of employed 
and unemployed population in the country has a 
significant impact on the development not only of 

Source: SSSU (2021b).

Figure 2. Gross insurance premiums and consumer price index in Ukraine in 1991–2020
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the insurance system, but also of the economy as 
a whole. Unemployment is a catalyst for the activ-
ity of the employed population and an inhibitor of 
the development of the domestic insurance system, 
creates a range of problems, ranging from reduc-
ing taxpayers, purchasing power of the population 
to the loss of qualified personnel in the insurance 
system. Figure 3 shows the declining trend in the 
number of unemployed for the period 2010–2014, 
respectively, the growth of the employed popula-
tion, which can be explained by the recovery after 
the global financial crisis and increasing produc-
tion, which provided additional jobs. 

The reason for the decrease in the number of em-
ployed in 2014 is explained by the decline in pro-
duction, political factors, the loss of Ukraine’s 

territories and, accordingly, jobs in these regions. 
The jump characteristics in the following years 
were different, can highlight a significant increase 
in the unemployed in 2020 due to the global pan-
demic, coercive measures by the state to impose 
strict quarantine, which led to the closure of jobs.

According to the State Statistics Service of Ukraine, 
the share of the employed population in the finan-
cial and insurance sectors is about 1.5%. It is im-
possible to reliably say what share of the total em-
ployment in the financial and insurance sectors 
belongs to the employed population in the insur-
ance system, but these areas can be conditionally 
divided into banking, insurance and non-banking 
financial and credit, and it can be assumed that 
the share in insurance will be 30-33% (Figure 4). 

Source: SSSU (2021c).

Figure 3. The number of employed and unemployed population in Ukraine in 2010–2020
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Figure 4. The number of employed population in the financial and insurance spheres  
in Ukraine in 2010–2019
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Since 2011, there has been a reduction in the num-
ber of employed working people in the insurance 
sector, which is due to the regulator’s policy of 

“cleaning” the insurance system from insolvent 
and uncompetitive elements. If in 2011 the insur-
ance system was represented by 442 insurers, then 
in 2019 there were 233 left, and in 2020 another 
18 insurers left the insurance system and the total 
number was 215.

Ukraine is characterized by an increase in foreign 
capital in the insurance system, which can serve 
as a catalyst for the development of the insurance 
system provided the introduction of innovative 
insurance technologies that are already working 
effectively in the world, increase in capital invest-
ment, increase in qualified personnel who can 
share foreign experience in insuring in the domes-
tic insurance system, growth of life insurance, as 
foreign investors are primarily interested in this 
type of insurance, since in the domestic insurance 
system it is covered by only 1%, presence (coop-
eration) with foreign reinsurers, which will di-
versify risks and guarantee foreign investment in 
Ukraine, adaptation of the regulatory framework 
in accordance with international standards, the 
growth of the authority of the domestic insurance 
system in the world insurance community.

On the other hand, the presence of foreign capi-
tal can be an inhibitor of the development of the 
insurance system, as part of the profits of insur-
ance companies will “flow” abroad, the insur-
ance system will gradually displace domestic in-
surance companies, increase competition in the 
insurance system.

Social (S) – social factors influencing the develop-
ment of the insurance system. Trust in insurers 
is a catalyst for the development of the insurance 
system, if insurance companies operate trans-
parently, openly and clearly to the mechanism of 
development of state regulation of the insurance 
system in the country. The main reason for hold-
ing back the development of insurance is the dis-
trust of the population in insurance companies 
in Ukraine, as the domestic insurance system is 
working on the failure of the former state social 
insurance system, mass bankruptcies, hyperinfla-
tion, which devalued deposits. After the collapse 
of the State Insurance Agency and the State Bank, 

Ukrainian citizens lost their savings through the 
banking and insurance systems, resulting in a 
high level of distrust in the population towards in-
surance companies.

In addition, one of the reasons for the low in-
surance culture is the lack of skilled workers in 
the insurance system. Since the beginning of 
the insurance system of Ukraine, the need for 
qualified insurance personnel has grown sharp-
ly, who can independently process analytical 
information on insurance services, set and eco-
nomically justify insurance rates, make the nec-
essary calculations related to the conclusion of 
insurance contracts. We agree with the opinion 
of Zhuravka and Lopatchenko (2015) regarding 
a certain specific process of formation and use 
of insurers’ funds, taxation of their income, ac-
counting and financial reporting, which requires 
consideration of these features in the training of 
insurance professionals.

The COVID-19 pandemic has become both an 
inhibitor and a catalyst for the development of 
Ukraine’s insurance system and has had a pow-
erful impact on the world economy. No econom-
ic entity has been prepared for such a financial 
burden without state aid. The losses of economic 
entities are quite large and difficult to calculate, 
but the results of the quarantine and financial 
crisis will have a positive impact on the insur-
ance system, as they intensify online products 
and digitalization of insurance business process-
es (Tataryn et al., 2021). The spread of the pan-
demic has also exacerbated the accumulation of 
systemic problems in the insurance system that 
need to be addressed immediately. Studies con-
ducted by large insurance corporations (for ex-
ample, London’s Lloyd’s) have shown that the 
best model for overcoming such catastroph-
ic situations is a partnership between the state 
and private insurance companies (Suprun & 
Bessinna, 2020).

In 2020, the Resolution of the Cabinet of 
Ministers of Ukraine “On Approval of the 
Procedure for Using the Fund for the Control of 
Acute Respiratory Disease COVID-19 Caused by 
SARS-CoV-2 Coronavirus and Its Consequences” 
No. 302 dated April 22, 2020 was adopted which 
supposes allocation of funds for measures aimed 
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at preventing the rise and spread, localization 
and elimination of outbreaks, epidemics and pan-
demics of acute respiratory disease COVID-19 
and providing financial assistance to the Social 
Insurance Fund and the Compulsory State Social 
Insurance Fund in case of unemployment on a 
reversible or irreversible basis. Insurance compa-
nies are not involved in the COVID-19 anti-gov-
ernment mechanism (CMU, 2020).

Technological (T) – technological factors influenc-
ing the development of the insurance system. In 
the modern information-rich insurance system, 
the development of innovations and technolo-
gies in the insurance system is becoming impor-
tant. The main insurance “novelties” in the digital 
age are presented by electronic insurance policies 
and the ability to pay insurance premiums with 
digital signatures and electronic money, a perfect 
electronic document management system, au-
tomation of business process management, use 
of information systems. Gostryk and Malyshko 
(2013) successfully described the purpose of infor-
mation systems with their compatibility and with 
automated control systems aimed at covering all 
the main elements of the technological process. 
Klepikova (2013) supplemented this analysis by 
studying the domestic technological products of 
the corporation “Parus”, “Galaxy”, “FigaroERP” of 
the company “Business Console”, “1C: Enterprise 
8” and foreign computer information systems: SAP 
R/3; MS AXAPTA (Navision); BAAN; Frontstep, 
IPS Applications and other DBMS class software 
products (object-oriented database management 
systems). After comparing with world experience, 
the scientist claims that universal products such 
as MySQL, mSQL, PostgreSQL, Oracle, Microsoft 
SQL, Access, Sybase are gaining popularity in the 
global insurance market.

Oracle Insurance is considered to be the most 
popular in the world in the insurance system. 
This is an application that allows you to sup-
port insurance processes and software products 
(BPM – Business Process Management), which 
are developing in domestic insurance practice. 
According to Zyabchenkova (2016), in Ukraine 
only a few subjects of the insurance system use 
information systems and software products. 
Thus, the insurance company “Providna” uses 
the information system “Insurance Company”, 

which allows the customer to record insurance 
information in accordance with modern inter-
national standards and establish sales of insur-
ance products.

The level of penetration of the Internet and mo-
bile gadgets into the insurance system is a catalyst 
for the development of the insurance system in 
the modern world of information and innovation 
technologies. According to research conducted by 
the Factum Group Ukraine Research Holding, in 
2019 71% of Ukrainians in Ukraine regularly used 
the Internet, which amounted to 22.96 million 
people (more than half of the country’s popula-
tion). Among users, 44% have an average income, 
40% – below average, and 7% have a low income; 
6% of users have above average incomes and only 
1% have high incomes. Regarding the level of edu-
cation, 87% of active users have a complete higher 
education. Among high-income people, 100% are 
regular users, above average – 93%, average – 88%, 
below average – 66%, and low – 39% (Economic 
Truth, 2019).

Legal (L) – legal factors influencing the develop-
ment of the insurance system. Ukraine is charac-
terized by imperfect regulatory framework for reg-
ulating the insurance system, which serves as an 
inhibitor of its development, as it does not create 
any conditions for its improvement, does not con-
tain provisions for determining its features taking 
into account the specifics of the insurance system. 
Ukraine is characterized by the presence of a large 
number of bylaws, which indicates the dispersion 
of legal norms. The current legislation contains 
many inaccuracies and discrepancies that have a 
negative impact on the development of the insur-
ance system. 

Legal regulation of the domestic insurance sys-
tem is based on the norms of the Law of Ukraine 

“On the National Program for Adaptation of the 
Legislation of Ukraine to the Legislation of the 
European Union” (Verkhovna Rada of Ukraine, 
2014). The legal system of the European Union 
(Acquis communautaire), which includes acts of 
European Union legislation adopted within the 
European Community, the Common Foreign and 
Security Policy and Cooperation in Justice and 
Home Affairs together with the domestic legal sys-
tem, focuses on EU legislation and recommenda-
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tions of the International Association bodies super-
vising insurance activities and the Organization 
for Economic Cooperation and Development. 

The integration of the Ukrainian legal system in-
to the European one will allow citizens to have 
access to a wider range of insurance services and 
will discipline the subjects of the insurance sys-
tem in fulfilling their obligations to policyhold-
ers. In order to effectively regulate and supervise 
the insurance system, domestic state authorities 
should cooperate with European organizations 
on issues that contain contradictory facts, in or-
der to develop practical recommendations for 
Ukraine, taking into account the peculiarities 
of our state’s development. International and 
European law has a significant impact on the in-
surance system in Ukraine, as it will form the 
concept of strategic development of the insur-
ance legislation of Ukraine.

Offenses in the insurance system are a destabiliz-
er of its development in Ukraine. The most com-
mon types of violations of the law in the insur-
ance system are tax evasion by allocating insur-
ance costs to production costs. A financial offense 
in the insurance system is the payment of smaller 
insurance payments than those established by the 
insurance company for a particular type of risk.

Today a variety of schemes of offenses can be 
found in the insurance system, but the most 
common are in the field of liability insurance 
of vehicle owners with staging or falsification of 
accidents. Other examples of the most popular 
offenses in the field of personal insurance: in-
surance of tourists with inflated prices for med-
ical care; medical insurance in case of false acci-
dents; accumulative insurance.

In recent years, an individual has become im-
portant as a consumer, so the protection of the 
rights of insurance service consumers should be 
based on a high level of financial literacy, insur-
ance culture, open information in the interests 
of consumers, efficiency and protection of their 
rights. To do this, there is a need to streamline 
specialized legislation, as the regulator did in 
2021. The National Bank of Ukraine has deter-
mined the procedure for supervising the ob-
servance of the legislation on protection of the 

rights of consumers of insurance services by 
approving the subjects of the insurance system, 
approving the Resolution “On approval of the 
Regulation on the supervision by the National 
Bank of Ukraine of the observance by the par-
ticipants of the financial services market of the 
legislation on the protection of the rights of con-
sumers of financial services” No. 52 dated June 
16, 2021. This was the first step towards trans-
parent and complete disclosure of information 
in order to understand the client’s possible risks 
when concluding an insurance contract, impos-
ing sanctions on insurance companies in case of 
violation of consumer rights.

Therefore, all groups of factors were analyzed 
that affect the development of the insurance sys-
tem in Ukraine and model of PESTL-analysis 
was proposed, which will comprehensively as-
sess the degree of influence of the selected ex-
ogenous factors (Table 1). It should be empha-
sized that this is the first such study in the insur-
ance system. The analysis was conducted using a 
questionnaire survey of thirty insurance experts, 
which makes it comprehensive and professional.

In the process of the PESTL analysis, a formal-
ized criterion assessment of influence of the fac-
tors of each group on the development of the 
domestic insurance system was carried out. The 
impact indicator is evaluated in points, adjust-
ed for the weighting factor that the respond-
ents indicated for each of the groups of factors. 
Subsequently, the scores were summed up and 
due to the ranking it was concluded which group 
of factors will have the greatest impact on the 
development of the insurance system and the 
functioning of its elements.

Economic factors (the strength of which is 3.90) 
have the greatest influence on the development 
of the insurance system, which seems natural 
in the current unstable economic situation. The 
next positions in terms of strength of influence 
on the development of the domestic insurance 
system are held by legal – 3.70, technological – 
3.55, political – 3.25, and social – 3.20. The value 
of these coefficients is quite high, which shows 
the significant influence of exogenous factors of 
the macroenvironment and the imperfection of 
the insurance system to which it is exposed.
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Table 1. PESTL analysis indicators of the insurance system development in Ukraine

Political factors Rating Weighting coefficient Weighted assessment
The political situation in the country 3 0.15 0.45

The level of corruption 5 0.20 1.00

Dominance of political interests over legal ones in the development 
of domestic legislation 3 0.15 0.45

Weak interaction of branches of the government 2 0.15 0.30

Business interest lobbying 3 0.15 0.45

The mechanism of interaction of political forces that promote 
different political ideologies 3 0.10 0.30

Military conflicts in the country 3 0.10 0.30

Total 22 1.00 3.25

Average assessment of the influence of political factors 3.14

The strength of the influence of political factors 3.25

Economic factors Rating Weighting coefficient Weighted assessment
The level of GDP 3 0.20 0.60

Inflation rate 5 0.25 1.25

Exchange rates 4 0.25 1.00

The level of working population 4 0.15 0.60

Unemployment rate 3 0.15 0.45

Total 19 1.00 3.90

Average assessment of the influence of economic factors 3.80

The strength of the influence of economic factors 3.90

Social factors Rating Weighting coefficient Weighted assessment
Trust in insurers 4 0.15 0.60

Quality of insurance services 5 0.20 1.00

Lifestyle and customs 3 0.10 0.30

The level of migration 2 0.20 0.40

Gender and age structure of the population 2 0.15 0.30

Pandemic 3 0.20 0.60

Total 19 1.00 3.20

Average assessment of the influence of social factors 3.17

The strength of the influence of social factors 3.20

Technological factors Rating Weighting coefficient Weighted assessment
The level of innovations and technologies development in insurance 4 0.20 0.80

Legislative regulation of issues related to the technological support 
of the insurance system 3 0.25 0.75

The level of penetration of the Internet and mobile gadgets into the 
insurance system 4 0.25 1.00

The degree of globalization and openness of the insurance system 4 0.20 0.80

The level of use. introduction and transfer of technological processes 2 0.10 0.20

Total 17 1.00 3.55

Average assessment of the influence of technological factors 3.40

The strength of the influence of technological factors 3.55

Legal factors Rating Weighting coefficient Weighted assessment
Regulatory framework for regulating the insurance system 4 0.15 0.60

European legal framework 3 0.20 0.60

Offenses in the insurance system 4 0.15 0.60

Protection of the rights of consumers of insurance services 5 0.20 1.00

Insurance fraud 3 0.30 0.90

Total 19 1.00 3.70

Average assessment of the influence of legal factors 3.80

The strength of the influence of legal factors 3.70
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4. DISCUSSION

In contrast to the comprehensive results, the im-
pact of certain factors on the development of the 
insurance system was revealed. Ionin (2017) ar-
gues that the processes taking place in the insur-
ance market are the result of macroeconomic fac-
tors that reduce the efficiency of insurers. Bihdan 
and Usova (2018) identify economic, social, organ-
izational and legal factors influencing the develop-
ment of the insurance market. We do not agree 
with the decision to single out only these factors, 
since this classification can be extended to tech-
nological, legal, geographical and environmental. 

Sobol (2009) provides, along with economic factors 
affecting the insurance market, to identify political, 
ethical, ethnic, and social factors that mainly shape 
the behavior and motivate the main subjects in the 
insurance market, rather than the insurance system.

Empirical calculations by Lyulyov (2018) show 
that political instability, together with inefficient 
public administration in Ukraine, reduces the 
level of macroeconomic stability by 8 points and 
reduces the level of social progress by 0.14 points. 

Subjective influence is crucial in making political 
decisions, because, looking at the thirty-year his-
tory of independent Ukraine, it can be concluded 
that politics does not promote the development of 
the insurance system and the economy, it consoli-
dates in power certain “beneficial” people in favor 
of which political decisions are later made, their 
business desires are satisfied, their campaigns are 
serviced, and election campaigns are financed. 

This study supports the opinion of Goncharuk and 
Fleichuk (2009) who emphasize the power of cor-
ruption that hinders economic growth and gen-
erates inefficient use of resources, as well as their 
concentration only in a limited number of busi-
nesses and individuals.

The approaches to such classifications are gener-
alized and do not take into account in detail the 
purposeful influence of factors on the develop-
ment of the insurance system. Therefore, accord-
ing to the results of calculations and discussions, 
the prospects for further research should be as-
sociated with a deeper study of economic factors 
influencing the development of the domestic in-
surance system.

CONCLUSION

The latest trends in the world economic order show that the functioning of the insurance system of any 
country depends on both macroeconomic and microeconomic factors. Exogenous factors of influence 
in recent years have forced them to rethink their role and emphasis in the development of the domestic 
insurance system. Identification and determination of the peculiarities of the influence of macroeco-
nomic factors on the development of the insurance system were carried out using the PESTL analysis. 
Based on a thorough study, it was concluded that the most destabilizing and interdependent impact on 
the functioning of the insurance system in Ukraine is the level of corruption, political instability, mar-
tial law, inflation, and low level of protection of insurance consumers. It is the high level of corruption 
and political instability in Ukraine that give rise to inflation, which hampers the development of the 
insurance system. To overcome these problems, the role of the state in the process of intensifying the de-
velopment of the insurance system should be important. A comprehensive study of these issues should 
reveal the conditions for the proper safe functioning of the insurance system, indicators of its level of 
competitiveness.
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