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Natalia Kuznetsova (Russian Federation), Galina Chernova (Russian Federation),
Evgenija Prokopjeva (Russian Federation), Natalja Boldyreva (Russian Federation)

GOVERNANCE OF FACTORS
FOR THE REGIONAL INSURANCE
MARKET DEVELOPMENT
(EVIDENCE FROM RUSSIA)

Abstract

Insurance is the most important institution for social and financial protection.
Therefore, the development level of the regional insurance market not only determines
the volume and quality of this protection, but also influences the social and economic
development of the region through the coverage of risks and the provision of addi-
tional jobs. In turn, many factors have a significant impact on the development of the
regional insurance market itself. This study is aimed at developing a model for govern-
ing the development factors of the regional insurance market, which (governance)
focuses on improving the development efficiency of not only the regional insurance
market itself, but also the socio-economic development of the relevant region. In this
regard, the model for governing the factors of development of the regional insurance
market involves solving the following scientific problems: identifying national factors
for the functioning and development of the Russian insurance market that influence
the development of the regional insurance market; determining regional development
factors affecting the regional insurance market; identifying the impact of the regional
insurance market on the socio-economic development of the region; developing rec-
ommendations on the effective impact of national and regional factors on the regional
insurance market development and, through it, on the socio-economic development
of the region. Implementation of the proposed model for governing the factors for the
regional insurance market development will increase its efficiency and strengthen the
socio-economic development of the region.

Keywords national factors, regional factors, constraints, stimulants,

factor influence scheme, scheme implementation
algorithm, management decisions, development plan

JEL Classification  jis,j22

INTRODUCTION

The importance of the insurance institution for the development of the
economy, social sphere of the country and its individual regions cannot
be overestimated. Insurance increases the financial protection of all its
participants by reducing losses due to possible implementation of var-
ious risks and contributes to economic development by providing jobs.

The implementation problem of the insurance potential is largely due
to the fact that there is still no clear idea of what factors affect the
insurance market development, and how they affect, and whether it
is possible to govern these factors in order to increase the insurance
market effectiveness. Another challenge in realizing the insurance po-
tential is the lack of effective mechanisms to ensure the interconnec-
tion and mutual influence of the insurance system and other compo-
nents of the entire socio-economic system.

Particularly acute problems are shown at the level of individual re-
gions of Russia. This is explained by the fact that the regions them-
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selves are developing in different ways. Their economy is differentiated, and the content of insurance
protection and the need for it for the regions are, therefore, also different.

All national insurance development factors, to one degree or another, have a stimulating or restraining
effect on any regional insurance market (hereinafter referred to as RIM), However, regional develop-
ment factors impact the RIM development in different ways. Due to the differences in the economy by
region, the list of regional factors affecting the development of insurance in the region, the direction and
strength of their impact are differentiated. The latter determines the feasibility of developing and imple-
menting recommendations and managerial decisions on the RIM development, taking into account the
specifics of the region. The same can be said about the development of relevant programs for the RIM
influence on the socio-economic development of the region.

The article addresses the above problems in the RIM development, and it is this fact that determines its

relevance.

1. THEORETICAL BASIS
1.1. Literature review

The world and Russian scientific communi-
ty pays great attention to general issues of the
functioning of world and national insurance
markets such as changing the welfare state con-
cept; globalization of the insurance market; the
insurance market digitalization; emerging com-
mercial insurance markets; expanding market
potential, taking into account current trends
in the insurance market; competition in the
insurance market, etc. (Burmaa, 2018; Hong &
Hun Seog, 2018; Mnykh, 2017; Sholoiko, 2018).
Much attention is paid to specific contemporary
problems, namely, the information transparen-
cy in the insurance market (Porrini, 2017), the
development of a modern branched infrastruc-
ture (Sholoiko, 2018), the presence of shadow in-
surance (Koijen & Yogo, 2016), the interaction
of insurance and banking institutions (Chang,
2018), the development of agricultural and envi-
ronmental insurance (Russell Toth et al., 2019),
the interaction of insured and insurers (Gaganis
et al.,, 2019), health insurance of citizens (Geng
et al., 2018), etc.

Scientific research should be emphasized that con-
tain problematic issues of the functioning of in-
surance markets and their segments in different
countries (Blake, 2013; Balewski & Janowski, 2013;
Chalmers et al.,, 2012; Laux & Muermann, 2010;
Lobo-Guerro, 2014; Outreville, 2013). These works
are of interest in studying the problems of the RF
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insurance market in order to formulate the con-
ceptual foundations of its development. Analytical
studies of global insurance markets that help de-
termine the country’s rating in international
comparison (Swiss Re Group, 2017, 2018) are also
useful.

It should be noted that little research is being car-
ried out on the problems of in-country regional
markets, including the problems of the RIM im-
pact on the region development. This is, first, due
to the small territorial extent of other countries
(when compared to Russia), which in economically
developed countries is reflected in insurance cov-
erage almost immediately throughout the country.
The regional peculiarities of insurance manifest
themselves mainly in the development of those
types of insurance that are in demand for this re-
gion specifically. Nevertheless, it is worth noting
the works addressing the impact of insurance on
economic growth in the country and individual
regions (Njegomir & Stoji¢, 2010). A comparative
analysis of countries and regions of the world at
different stages of the development of insurance
and economic growth (Mohyuldin et al., 2017) and
the relationship of life insurance and its impact
on financial and economic indicators of economic
growth (Ouédraogo et al., 2016) is also carried out.

Of particular interest for the development of
state policy in insurance is analyzing the region-
al characteristics of developing countries, includ-
ing through economic and mathematical methods.
This makes it possible to establish the dependence
of territorial development on insurance markets
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(Zheng Hui & Zhao Xin, 2017). Such studies are
especially relevant for Russia, since the country
has a significant territorial expanse, which in itself
creates difficulties in management. Given the val-
ues of economic indicators, the Russian insurance
market should be considered as a developing one.
Therefore, the experience of other countries is very
important to use to determine the strategic direc-
tions for developing both the national and region-
al insurance markets of Russia.

The above areas of foreign and Russian insurance
research also help to identify factors that are com-
mon to the development of any national insurance
market, including Russia.

The researchers (for example, Prokopjeva, 2018)
identify the following key factors that are charac-
teristic primarily for Russia and that affect RIM:

o territorial uneven development of regional
economies. Given the fact that the specifici-
ty and the level of the region’s economy make
the basis for insurance as an institution of fi-
nancial protection, the uneven economic de-
velopment of the regions is the most impor-
tant reason for the different levels of the RIM
development;

o imperfect Russian insurance regulation, in-
cluding in relation to RIM;

« inadequate investment activities of insurers in
the regions;

o regional imbalance in the number of insurers;

o large differentiation of people’s income level
in the regions;

o low insurance culture;
o lack of qualified personnel, etc.

RIM as a segment of the regional economy. The lev-
el of socio-economic development of the region
determines both the presence of risks for which
insurance is applied, and the ability of individuals
and legal entities to acquire insurance protection,
largely determined by the level of development of
the region itself.
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While analyzing the relationship between the de-
velopment of the region and the insurance market,
scientists emphasize, firstly, a stable relationship
between the socio-economic indicators of regional
development and the RIM indicators (Kuznetsov,
2014) and, secondly, differentiation in the RIM de-
velopment (Tarasova & Voskovskaya, 2018). Thus,
in regions with inadequate socio-economic devel-
opment, insufficient use of insurance is observed,
in particular, the lowest is the development level of
the insurance market in the Siberian, Ural, Volga
and North Caucasian districts.

Given the importance of the insurance market for
the development of both national and regional
economies, it should be noted that the intensifica-
tion of insurance activities in the region contrib-
utes to the efficient regional economy in all spheres
and sectors. This happens not only through the re-
duction of damage caused by the risk implemen-
tation, but also through the provision of new jobs,
the opportunity to develop new types of indus-
tries, etc. (Orlanyuk-Malitskaya, 2017). Therefore,
specialists consider the creation, development and
promotion of insurance services, the development
of local insurers as an extremely necessary condi-
tion for the development of the regions themselves
(Yefimov & Kochubey, 2017).

Among the important issues of the RIM function-
ing, the importance of its regulation, as well as the
need to capitalize insurance companies and attract
additional sources of financing the development of
regional insurance (Rybin & Skobeleva, 2015) are
also considered. It is also suggested that a differ-
entiated system of regional insurance regulation is
needed that would allow effective management of
regional insurance factors (Vorontsov, 2014).

When analyzing regional insurance, it is also
necessary to take into account studies dealing
with regional development problems, the gener-
alization of which is important for understand-
ing the mechanisms for solving them, including
using insurance tools. Significant results of such
studies, from the perspective of the relationship
between the RIM and the region’s economy, are
well-grounded conclusions that the stability of the
region’s economy is achieved through effective
budget, financial, credit, tax and pricing policies
aimed at developing financial markets, including
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insurance (Kuzmenkova, 2016); that especially
well-observed is the absence of a connection be-
tween the RIM and the economy in subsidized
regions with a weak economic base, low financial
security for the regional policies implementation,
and with the mandatory need for the region to
comply with federal legislation that does not take
into account the specific socio-economic develop-
ment of the region (Osadchaya et al., 2015).

The analysis of articles on the research topic
showed the following. RIM is considered as part
of the Russian insurance market and as a segment
of the region’s economy. Although the connection
between the RIM and the region’s economy is rec-
ognized, the directions and possibilities of their
mutual influence have almost not been explored.

Increasing the effectiveness of the RIM develop-
ment and strengthening its positive impact on the
socio-economic development of the region are
possible on the basis of the development and im-
plementation of a model for governing the RIM
development factors, which is implemented in two
stages.

STAGE 1. Emphasizing factors for the RIM de-
velopment. RIM is part of the Russian insurance
market. Therefore, it is influenced by factors of
national insurance (national factors) development.
Moreover, they can have both a stimulating and
a restraining impact on the RIM development.
Being a part of the region’s economy, RIM is in-
fluenced by regional factors, which are specific to
the region in question and which affect the devel-
opment of RIM in different ways. Regional factors
can stimulate and inhibit the RIM development.
The identification of both national and regional
stimulants and constraints of the RIM develop-
ment is necessary for the development and im-
plementation of managerial decisions aimed at
increasing the efficiency of the RIM development
and strengthening the socio-economic develop-
ment of the region itself.

STAGE 2. Forming a mechanism to increase the
RIM effectiveness and improving the socio-economic
development of the region. The mechanism is based
on governing the RIM development factors iden-
tified at the first stage. It involves constructing a
scheme for the possible influence of stimulants and

http://dx.doi.org/10.21511/ppm.17(3).2019.39
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constraints at the national and regional level on the
development of RIM and the region, as well as de-
veloping, based on this scheme, an algorithm for
taking managerial decisions aimed at strengthen-
ing the stimulants and weakening the constraints
for the RIM development, as well as contributing to
socio-economic development of a region.

1.2. RIM development factors

The need to highlight national and regional factors
of the RIM development (stage 1 of the model for
governing the RIM development factors) is due to
the fact that, on the one hand, the RIM is part of
the national insurance market, and, on the other
hand, it is a segment of the region’s economy.

National and regional factors can influence the
development of RIM in different ways.

Below are the national restraining factors, or con-
straints, for the insurance development that affect
the development of RIM.

The imbalance in the structure of the Russian in-
surance portfolio by type of insurance is under-
stood as a mismatch between the real structure of
the Russian insurance portfolio and the one that
best meets the needs of the RF population for in-
surance protection and to a certain extent meets
world practice. The imbalance in the Russian in-
surance portfolio is manifested in the predomi-
nance of risky types of insurance and in the pres-
ence of a very small share of long-term accumu-
lative types of insurance (Figure 1) (The Central
Bank of the Russian Federation, 2018).

In 2018, property insurance amounted to 24%, risky
types of personal insurance were 22%, and compul-
sory motor vehicle liability insurance (CMVLI) ac-
counted for 15%. A significant share of CMVLI is
explained by the compulsory nature of this type of
insurance, as well as the low market capitalization
of other types. Despite the fact that the share of life
insurance in the dynamics is growing and amounts
to 31% in 2018, 65% of this volume is medium-term
investment life insurance (ILI), and accumulative
life insurance amounts to only 15.6%.

At the same time, as the experience of highly devel-
oped countries shows, the highest need for insur-
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Figure 1. Dynamics of the Russian insurance portfolio structure, billion rubles

ance protection is manifested in the development
of medical and all types of personal insurance. In
the United States, life and health insurance ac-
counts for 55% of the insurance premium of the
entire insurance market, including endowment
insurance (13%), annuities (28%), accident and
illness insurance (13.7%) (Insurance Information
Institute, 2019). In Japan, life insurance premiums
account for 78% of all insurance premiums.

The data presented confirm the Russian insurance
market imbalance, primarily in terms of master-
ing and the share of all types of personal insurance.

At the RIM level, the imbalance in the structure
of the regional insurance market is even more
pronounced, since, in addition to the influence of
the general trend in the insurance portfolio im-
balance that is characteristic of the entire national
insurance market, it is determined by the lack of
a proper connection between development of RIM
and the region itself.

Financial and market volatility in the insurance
sector of the Russian economy manifests itself
in the instable dynamics of the size of insurance
premiums throughout the Russian insurance mar-
ket (see Table 1) (The Central Bank of the Russian
Federation, 2018) and is clearly confirmed by the
structure of expenses and financial results of sev-
eral Russian insurers holding leading positions
in the rating (see Figure2) (Rosgosstrakh, 2017;
Ingosstrakh, 2017; SOGAZ Insurance Group, 2017;
RESO-Garantiya, 2017; Alfa-Strahkovaniye, 2017;
VTB Strahkovaniye, 2017).

The steady dynamics of changes in the growth rate
of insurance premiums is not observed for almost
all types of insurance. At the same time, there
are almost no identical trends in the growth rates
for different types of insurance, in particular, the
rates grow for some types of insurance and fall for
others. The exception is 2015, when the growth
rate of insurance premiums fell for all types of in-
surance, albeit to varying degrees.

Table 1. The growth rate of insurance premiums for the main types of insurance, %

Types of insurance 2012/2011 : 2013/2012 : 2014/2013 : 2015/2014 : 2016/2015 : 2017/2016 : 2018/2017
Life insurance 151.85 160.52 127.85 119.52 166.32 153.67 136.14
Accident insurance 1537 124...5')‘8 10i..é‘5 847 13'?‘,...5;1 112.28 12299
Voluntary health insurance lli..é‘l 10532 10792 10'?‘:..53 10637 101.5‘9
Motor vehicle insurance 115.63 105.51 102.54 8567 9115 9521
Agricultural insurance 8222 10709 1169 4702 12509 3993
Voluntary liability insurance 10916 9906 12725 10843 13375 9092
Compulsory motor vehicle 117.41 110.55 117.37 138.79 107.17 94.75 101.8

liability insurance
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Figure 2. The structure of insurers’ expenses and financial results of insurance activities in 2017

Figure 2 shows that the expense structure for differ-
ent insurers differs significantly, which confirms
their different financial situation in the insurance
market and the instability of the insurance market it-
self. The losses incurred by different companies vary
in the range from about 18% (VTB Strakhovaniye)
to almost 68% (Rosgosstrakh), business expenses
range from about 8% (Sogaz) to almost 30% (VTB
Strakhovaniye), general and administrative ex-
penses range from about 7% (Sogaz) to almost 16%
(RESO Garantiya). With that, underwriting profit
also varies from about 12% (Alfa Strakhovaniye) to
almost 40% (V'TB Strakhovaniye)'. In addition, the
existing structure of expenses and financial results
of insurance activity demonstrates an overpricing
of insurance services (a high share of administra-
tive expenses and profits), and a significant disper-
sion of the values of expenses and profits among
different insurers confirms the financial flow insta-
bility in insurance activities.

The financial and market volatility of the entire
Russian insurance market naturally hinders the
development of regional insurance markets.

The factors (given as an example) hindering the
development of the entire national insurance mar-
ket remain significant for the RIM. Therefore, their

governance, aimed at eliminating or reducing their
influence, will contribute to the development of
both the entire Russian insurance and its regional
insurance markets.

Among the stimulating national factors for the in-
surance development that affect the development
of RIM, one can distinguish the following.

Clearing the market from financially unsustaina-
ble companies. Reducing the number of insurance
entities occurs due to the liquidation of unscrupu-
lous and small financially unstable companies.

In 2010-2018, the number of insurers decreased
almost three times (see Table 2), including due to
the fact that a significant number of companies
lost their licenses. Reorganization of the insur-
ance companies’ activities helps to increase the
transparency and financial stability of insurers,
increases the confidence of existing and potential
insurers, and thereby meets the effective develop-
ment of both the entire Russian insurance market
and its regional segments.

Strengthening government regulation. Since reg-
ulation is the main mechanism for managing in-
surance as an institution of financial and social

1 Rosgosstrakh didn’t gain almost any profit in 2017 due to the planned restructuring procedure.

http://dx.doi.org/10.21511/ppm.17(3).2019.39
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Table 2. Dynamics of the number of insurers registered in the Russian Federation for the 2010-2018

period

‘Number of insurers registered (end  The rate of

Period | of the year) (The Central Bank of : decline, % to the !
; | previous period |

the Russian Federation, 2018)

The share of revoked
licenses, % of the total
number of companies

Number of companies
with the license revoked
(Insurance Today, 2018)

2010 625 89.03
2om e 57O ..9264
2012 469 81
2013 - 432 92.11
2014 R 9.3
2015 e 364 87.5

2016 297 81.59
2017 226 7609
2018 190 84.07

89 4.68
40 897
03 18.56
39 6.57
19 1290
70 20.35
73 27.76
30 1327
20 10.52

protection, state regulation is one of the most pow-
erful factors in terms of impact. It can be noted,
however, that regulation can have different effects
on the insurance market: the effect can be restrain-
ing when it comes to the imperfection of certain
issues of legal regulation, in particular, this refers
to insufficient coverage of the problems of regula-
tion of regional insurance markets, and stimulat-
ing, contributing to an increase in the functioning
of both the entire Russian insurance market and
its segments — regional insurance markets.

The above factors that stimulate the development
of the entire national insurance market, although
to varying degrees, remain significant for RIM.
Therefore, governing them to strengthen their
influence will contribute to the development of
both the entire Russian insurance and its regional
segments.

RIM is part of the region’s economy, that is why
the level of socio-economic development of the re-
gion also affects the RIM’s position.

It is known that the level of socio-economic devel-
opment of the region itself is determined in fact
by the influence of many factors. The most impor-
tant of them are the geographical position of the
region, its climatic or demographic characteristics,
availability or lack of natural resources, national
and political features, etc. Among all the factors
of development of a particular region for research
purposes, those that are significant for the devel-
opment of insurance in the region are of interest.

Since the list and content of development factors
are generally different for all regions, it is important

498

for each of them to identify specific regional factors,
namely, those influencing RIM in this region.

Naturally, they, like national factors, can have dif-
ferent effects on the functioning and development
of RIM - stimulating, i.e. contributing to the RIM
development, and restraining, i.e. not meeting, or
possibly hindering its development.

Thus, a large differentiation of sectors of the re-
gion’s economy meets a wide variety of risks,
which becomes a prerequisite for using insurance
as a method of financial protection from these
risks; and a high level of fiscal capacity of the pop-
ulation and business creates opportunities for the
acquisition of insurance products, etc., i.e. con-
tributes to the regional insurance development.
With that, active labor migration, which requires
insurance protection and in this sense contributes
to the RIM development, due to the low level of re-
muneration of migrants and their temporary stay
in the considered region (district), does not favor
the use of insurance protection.

Regional factors for the RIM development were se-
lected as follows. For each of the identified regions,
significant factors of their development were se-
lected. To determine the influence of these fac-
tors on the RIM development, the dynamics and
density of the relationship between the region-
al development indicators corresponding to the
identified development factors and the dynamics
of regional insurance statistics were compared. If,
using the correlation analysis, a close relationship
was found between the development indicators of
the region and its insurance segment, the factors
corresponding to these indicators were considered

http://dx.doi.org/10.21511/ppm.17(3).2019.39



significant not only for the region’s development,
but also for the functioning and development of
regional insurance”.

The most important prerequisite for the insurance
development is the presence of risks requiring pro-
tection from them. Therefore, all factors of the
region’s development, accompanied by the emer-
gence of new or strengthening of already known
risks, indirectly stimulate the development of in-
surance as an institution of financial and social
protection against risks.

The results of the analysis conducted for different
regions of the Russian Federation, represented by
federal districts, confirm the variety of region-
al development factors that have a restraining or
stimulating effect on the RIM. These results are
partially given in Table 3.

The result of the influence of both the geographi-
cal location and the developed sectoral structure
of the Central and North-Western districts of the
Russian Federation (high level of industrial devel-
opment and urbanization, activity in all markets,
including financial) is that the influence of fac-
tors stimulating the RIM development predomi-
nates in these regions. According to the analysis
in the Volga Federal District, there is also a pre-
dominance of regional development factors that
have a stimulating effect on the RIM development.
For regions with a low level of socio-economic de-
velopment, the most significant are the factors of

Problems and Perspectives in Management, Volume 17, Issue 3, 2019

their development that hamper the functioning
and development of the RIM - the Southern and
North Caucasian federal districts. For the Ural,
Siberian and Far Eastern federal districts, regional
development factors have both stimulating and re-
straining effects on the RIM development.

The identified national and regional factors that
have different effects on the RIM development
require governance aimed at improving the de-
velopment efficiency of both the RIM and the so-
cio-economic development of the region.

1.3. The mechanism to increase
the RIM effectiveness and
improve the socio-economic
development of the region

Increasing the RIM effectiveness and, through it,
improving the socio-economic development of
the region necessitate a mechanism for governing
the identified factors at the national and region-
al levels that initially have a stimulating and re-
straining effect on RIM (stage 2 of the model for
governing the RIM development factors).

The analysis showed that such a mechanism should
provide a consistent solution to the following tasks:

identification of national constraints and
stimulants in the development of the Russian
insurance market that affect RIM;

Table 3. Regional development factors affecting the RIM in the Central Federal District (CFD), the
Northwest Federal District (NWFD), and the Southern Federal District (SFD) and Ural Federal district (UFD)

Federal districts

of the RF stimulants)

Regional factors that have a stimulating effect
on the RIM development (the RIM development

Regional factors that have a restraining
effect on the RIM development (the RIM
development constraints)

i High economic diversification

CED and NWED i Developed small and medium business

i services, etc.

: A sufficiently high level of economic diversification

: Average level of budgetary security

: Prevalence of manufacturing, food processing, trade and

i Low mineral and natural resource reserves
i Active migration processes (labor migration)

: Active migration processes
Restricted functioning of the financial markets

SFD - . . i Seasonal nature of the economy

i Moderate development of foreign economic relations and : . "
Below average income of citizens
i openness of the economy, etc. i X
R Low mineral and natural resource reserves, etc.

i Investment attractiveness of the region : Weak diversification of the economy

UFD i Developed banking sector i Prevalence of extractive industries (ferrous and non-
i Stocks of various types of minerals (metals, mineral raw  : ferrous metallurgy, forestry, oil production)
: materials, wood), etc. i Foreign economic closure of the region, etc.

2 'This approach was confirmed using the Republic of Khakassia as an example.
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Analysis of the federal insurance

Qualitative and quantitative methods (models)

Stage 1 market conditions for selecting regional development factors
Identifying significant national factors e h
Stage 2 i o Stage 3 Identifying significant
in the Russian insurance market regional factors affecting RIM
development that affect RIM )
National and regional stimulants and constraints affecting RIM
Stage 4
Stimulants for the RIM development Constraints for the RIM development
Stage 5 Indirectly governed factors Uncontrollable factors | Directly governed factors
Indirect management via the
Stage 6 ) & ) Direct management via the
system of national regulation of .
) e regional governance system
insurance activities
Regional insurance market
Stage 7 v

Socio-economic sphere of the region

Figure 3. Scheme of the influence of national and regional stimulants and constraints
on the development of RIM and the region

identification of constraints and stimulants in
the development of the region that affect RIM;

identification of the joint influence of all
the constraints and stimulants in the RIM
development;

factors classified based on their controllability;

development of management decisions to en-
hance the influence of stimulants and reduce
the influence of constraints on the RIM devel-
opment, i.e. management decisions to increase
the RIM effectiveness;

developing measures to increase the RIM ef-
fectiveness and to strengthen the positive im-
pact of the RIM on the socio-economic devel-
opment of the region.

Figure 3 presents a roadmap to identify the impact
of national and regional constraints and stimu-
lants on the development of the RIM and the re-
gion, which meets the objectives formulated.
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The scheme (see Figure 3) only reflects the possi-
ble impact of stimulating and restraining factors
on the RIM development and, as a result, only the
possible influence of RIM on the region’s econo-
my. Thus, it is not necessary that even on the basis
of this scheme decisions are made that meet the
challenges of increasing the RIM efficiency and
improving the economy of the region.

To increase the RIM effectiveness and improve the
socio-economic development of the region, a mech-
anism is needed that meets the following terms. It
should strengthen the stimulants for the develop-
ment of RIM and the regional economy, as well as
weaken the restraining factors. Such a mechanism
may be an algorithm based on this scheme applica-
tion, but taking into account the named requirement.

2. RESULTS

The proposed algorithm and the management de-
cisions developed on its basis will represent the re-
sults of applying the presented model.
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The algorithm includes the following stages.

STAGE 1. Analysis of the federal insurance market
conditions.

The regional insurance market is incorporated
into the national insurance market. Therefore, at
this stage, a comprehensive analysis of the eco-
nomic indicators of the RF insurance market, its
strengths and weaknesses, as well as its growth dy-
namics is carried out. Russia has adopted uniform
rules for the development of legal and econom-
ic approaches to the insurance system. Figure 3
shows that the influence of the federal insurance
market on the regional market is realized main-
ly through a system of regulation and supervision,
which is centralized in Russia.

STAGE 2. Identifying significant national factors
in the Russian insurance market development that
affect RIM and identifying constraints and stimu-
lants in the RIM development among them.

At this stage, the problems and opportunities of
the RF insurance market are summarized, which
provides a basis for highlighting the stimulants
and constraints in the development of the Russian
insurance market and regional insurance markets.
With that, all the identified insurance factors, tak-
ing into account the uniformity of the insurance
regulation and supervision system in the country;,
should be considered common for the RIM devel-
opment, i.e. national factors in the development of
the Russian insurance market, which are signifi-
cant for all the RIMs of the country.

STAGE 3. Identifying significant regional factors
affecting RIM.

This stage includes selecting both regional factors
significantly impacting the insurance develop-
ment and relevant indicators.

Among all possible factors for the region under
consideration, those that are essential for the in-
surance market development in this particular re-
gion are selected.

To conduct a qualitative analysis and confirm

the correct choice of factors, various quantita-
tive methods can be used. When studying a large

http://dx.doi.org/10.21511/ppm.17(3).2019.39
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amount of information, it is advisable to use eco-
nomic and mathematical models, for example, a
correlation and regression analysis model, since
they are based on objective and universal esti-
mates. Among the identified regional factors in
the functioning of insurance, those that may be
restraining or stimulating are emphasized. It must
be understood that the same factors can have the
opposite effect for different regions.

STAGE 4. National and regional stimulants and
constraints affecting RIM.

This stage combines stimulants and constraints in
the RIM development, i.e. systematizes them in
order to determine the most significant of them.

STAGE 5. Classification of the RIM development
factors based on their controllability.

Since not all factors of the RIM development are
directly governed, it is advisable to divide them in-
to three groups.

RIM development factors governed directly
through the regional governance system. This
primarily refers to the most important factors
in the region development that have an impact
on the RIM. These include, for example, the
sectoral structure of the regional economy; its
diversification level, tourism potential, invest-
ment attractiveness and innovative activity
in the region, etc. The implementation of the
most important RIM factors for the region’s
development will lead, on the one hand, to the
emergence of new risks and, as a consequence,
to the need to use insurance protection, and,
on the other hand, it can result in an increase
in the standard of living of the region’s popu-
lation and, thereby, in increasing its ability to
take advantage of this insurance coverage.

Factors that are governed indirectly for the RIM
development, through amendments to the sys-
tem of state regulation of insurance activities.
This will include mainly general factors of the
national insurance market development, the
management of which is possible by adjusting
the insurance regulation system at the coun-
try level. This group of factors, for example,
includes regulating the cost of voluntary in-
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surance services, ensuring the professional-
ism of insurance intermediaries, developing
rules for the participation of bank capital in
insurance activities, etc.

3. Uncontrollable factors of the RIM development.
They should be distinguished and excluded
from consideration, since although they exist
as a fact of life, they can and should be taken
into account in insurance activities, but it is
impossible to change them. This group will
include both national and regional factors,
but, first of all, these are non-insurance fac-
tors that are macroeconomic or characteristic
of the entire Russian insurance market. Thus,
the uncontrollable factor should be considered
the unstable loss-making of types of insurance
and the decrease in the insurance activity prof-
itability, which are due to the fact that the fi-
nancial results of insurance are determined by
many other factors of a non-insurance nature
(for example, a large differentiation of the pop-
ulation’s income). It is very difficult to influence
them across a country or a region.

Among regional unmanageable factors are those as-
sociated with natural and geographical conditions.

Identifying three groups of factors based on their
controllability will allow for making a more in-
formed choice of methods for managing the RIM
development factors and will determine the level
of managerial decision-making.

STAGE 6. Managing national and regional con-
straintsand stimulants affecting the RIM development.

It should be aimed at developing managerial deci-
sions on such an impact on the identified factors,
which ensures the strengthening the stimulants
and weakening (or elimination) the constraints of
the RIM development.

In accordance with stage 5, all factors based on
controllability are divided into:

o uncontrollable, and, therefore, not considered
as controllable objects;

o managed indirectly through the insurance
regulatory system at the national level; and

« managed directly, and therefore implemented
through a regional governance system.

Tables 4 and 5 provide examples of managing the
national stimulants and constraints of the insur-
ance market that affect the development of any RIM.

A full list of similar management decisions is the
same for all RIMs, and it can be taken as a basis for
improving insurance regulation aimed at increas-
ing the efficiency of regional insurance markets.

Further, the issue of forming a list of managerial
decisions on managing the RIM development re-
gional factors should be discussed.

Table 4. Example of managing the national constraints of the insurance market affecting the RIM

development

Management

decisions (MD) on the national level constraints

National level constraints

MD implemented directly through
i the regional governance system

MD implemented indirectly through the
system of national regulation of insurance
activities

The imbalance in the structure of the

i Identifying significant types of

e Developing legal framework for certain types
of insurance

Russian insurance portfolio by type of
insurance

Financial and market volatility in the
insurance sector

Overpriced voluntary insurance
services

Lack of incentives for long-term
insurance

{insurance for the region and stimulating
i their development

Region’s participation in the capital
i of regional insurance companies to
: maintain their competitiveness

i Establishing benefits for insured and
i providing them with guaranteed
i profitability

ie Improving legal standards for certain types of
insurance

i Regulating the minimum size of insurers’ own

: capital

i Setting limits on the cost of insurance services
. Guaranteeing the repayment of insurance

H premiums

ie Specifying legal norms in life insurance

ie Reforming pension legislation aimed at
: including life insurance companies
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Table 5. Example of managing national stimulants of the insurance market that affect the RIM

development

Management d

ecisions (MD) on stimulants at the national level

National level stimulants

MD implemented directly
through the regional

MD implemented indirectly through the system
of national regulation of insurance activities

governance system

Market clearing from financially
unsustainable companies

Strengthening government regulation

Opportunities for insurers to :
participate in pension and other types :
of endowment life insurance ) B

i Subsidies and tax incentives
Expected growth in manufacturing

insurance i are significant for the region

i Increasing the transparency of supervision and
regulation of insurance activities

Transferring most regulatory functions to the
i self-regulation, as well as to the level of regional
i governance

‘ The extension of the bank deposit insurance system to
: pension and endowment insurance

i for insurance of industries that

i (construction, agriculture, etc.)

The possibilities of governing regional develop-
ment factors affecting the RIM should be con-
sidered separately for each specific region (con-
stituent entity of the Russian Federation) or for
a set of regions with similar geographical and
socio-economic conditions under which they
operate.

It is not possible to formulate a single list of man-
agerial decisions on strengthening stimulants and
weakening constraints of the regional develop-
ment that affect the RIM. This is due to the differ-
entiation of these factors by region determined by
the specificity and diversity of the economic devel-
opment of the regions themselves.

Tables 6 and 7 illustrate the development of man-
agerial decisions with regard to strengthening the
stimulating and weakening restraining factors of

Table 6. Managing regional constraints affecting the

the regional level that affect the development of
RIM in Khakassia.

Note that when developing management deci-
sions, it is possible to transform the restraining
factors of insurance development in the region in-
to stimulants.

STAGE 7. Developing a program for the RIM de-
velopment, contributing to the socio-economic de-
velopment of the region.

This stage provides for the development of a pro-
gram to improve the functioning and development
of the RIM, which is aimed at the socio-economic
development of the region itself.

The typical structure of such a program may be as
follows:

RIM development in Khakassia

Management decisions (MD) on regional constraints

Regional level constraints

MD implemented directly through
i the regional governance system

MD implemented indirectly through the
system of national regulation of insurance
activities

Sector-specific structure of the
economy and the predominance of

i Implementing industrial support

extractive industries

Limited financial capacity of the
regional budget

Low investment attractiveness of the
region

Untapped tourism potential

programs in the region

i Using tax mechanisms at the regional
: level to stimulate mass risk insurance

Creation of regional investment
instruments

Applying benefits for insurers
investing in the region

facilities

Developing national programs of voluntary
i insurance of housing, life and health, etc., reducing
) the financial burden on the budget

Introducing amendments to insurance legislation
that encourage insurers to invest in the region

i Financial and organizational support for :
i tourism and the construction of tourist
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Table 7. Managing regional stimulants affecting the RIM development in Khakassia

Management decisions (MD) on regional stimulants

Regional level stimulants

MD implemented directly through the
‘ regional governance system :

MD implemented indirectly through the
system of national regulation of insurance
activities

i Stimulating liability insurance and employee

The presence of technological,
natural and environmental risks

i health insurance at the expense of
i organizations that take into account man-

i made, natural and environmental risks

Favorable conditions for
agricultural development  tagriculture and agribusiness
Opportunities for developing
economic relations with
neighboring countries, including : financial) with other countries
labor migraton H
Impairment of population health

and demographic indicators “and VHI

i Developing a regional program to support

Developing economic ties (production, trade,

i Developing regional health support programs :

i Developing a legal framework for agricultural
iinsurance in the Russian Federation

Control of the legality of migrants’ labor activity
: and supporting their insurance

i Creating guarantees in life insurance

1. The purpose and objectives.
Directions for the regional insurance market
development.

3. Activities aimed at the
development.

4. Bodies and organizations responsible for the
activity implementation.

5. 'The program execution period.

6. Evaluation of the program effectiveness.

socio-economic

The program details the selected management deci-
sions of stage 6, aimed at strengthening stimulants
and weakening constraints of the national and re-
gional levels that affect the RIM development.

Below is an example of the content of one of the
main points of the RIM development program of
Khakassia related to the stage 6 managerial de-
cision development, “Activities aimed at the so-
cio-economic development of the region”.

Measures to optimize the insurers’ pricing policy
include:

o Setting limits for certain components of insurance
tariffs in voluntary types of insurance. Limits
must be determined in terms of managerial ex-
penses, commissions to agents and brokers in
popular types of insurance, primarily socially
important. The loss-making of insurance pre-

miums is also advisable to regulate more flex-
ibly, for example, within the corridor, and also
to monitor the dynamics for 5 years in order to
prevent the decline in loss.

o Regulating the insurance intermediaries’ re-

muneration. Compensation to intermediaries
should be limited, first of all, in popular types
of insurance of citizens’ risks, such as car insur-
ance, real estate and other property insurance,
life insurance, accident insurance, as well as in
the types of insurance priority for the region.
Agent commission should not be charged if the
insurance contract is concluded directly at the
insurer’s office, or via the Internet without the
intermediary involvement.

o Ensuring pricing transparency in voluntary insur-

ance. Insurance rates and their adjustment coef-
ficients should be posted on the website of the
insurance company and the Bank of Russia. The
average size of insurance premiums, payments
and other indicators of insurance for the region
should be publicly available in the insurance
counseling center. This will enable the insured
to approach the choice of the insurer objectively.

Taking these measures will not only contribute to the
RIM development, but also increase the socio-eco-
nomic development of the region.

DISCUSSION AND CONCLUSION

RIM is part of the entire national Russian insurance market. At the same time, it is a sector of the re-
gion’s economy and, therefore, may have an impact on its socio-economic development.
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RIM operates effectively if it has a stimulating effect on various spheres of the region’s development.

The results of the RIM operation are determined by the impact of both general national factors for the
development of the Russian insurance market, and factors for the region’s development. Since the list
and content of regional development factors affecting RIM are generally different for different regions,
it is necessary to identify regional insurance development specific factors for each region.

The factors identified can affect RIM in different ways. Therefore, their analysis is needed to identify
those having a stimulating or restraining effect on the development of insurance in the region.

The effectiveness of regional insurance will be determined by the governance of national and regional
factors, aimed at enhancing the impact of stimulants and reducing or eliminating constraints affecting
the RIM.

To identify the possible directions of influence of the identified factors, a scheme of their influence on
the RIM and, through it, on the socio-economic development of the region was built.

In order to ensure the effective development of the RIM and the region, an action plan was developed. It
is based on the content of the constructed scheme and aimed specifically at enhancing stimulants and
weakening constraints of the RIM development and, therefore, representing a mechanism of effective
influence on the RIM and the socio-economic development of the region.

In order to contribute to effective functioning and development of regional insurance markets and the
regions themselves, in accordance with the content of the stages of the proposed algorithm, it is necessary:

« to identify common national factors for the entire Russian insurance market, its development fac-
tors that have a stimulating or restraining effect on regional insurance markets;

« toimprove regulation of insurance activities at the national level, aimed at increasing the efficiency
of regional insurance markets by strengthening the influence of stimulants and reducing the influ-
ence of constraints at the national level that affect RIM;

« to identify factors specific to regions of the country that have a stimulating or restraining eftect on
regional insurance markets;

o to classify identified national and regional factors of the RIM development based on their control-
lability in order to develop managerial decisions aimed at increasing the effectiveness of RIM and
implemented either through centralized regulation of the entire Russian insurance market or via
the regional governance system;

o in order to increase the RIM effectiveness and improve the socio-economic development of the
region - to form managerial decisions that take into account the controllability of the RIM devel-
opment factors and aimed at strengthening stimulants and weakening constraints of the national
and regional level;

« todevelop programs for the effective RIM development, providing for the implementation of formed
management decisions that contribute to the effective RIM development and the socio-economic
development of the region.

Taking these measures will not only contribute to the effective development of the RIM and the entire

Russian insurance market, but also to the socio-economic development of the respective regions.
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In general, the study confirms that the targeted governance of the stimulating and restraining factors
of the RIM functioning and development leads to the fact that the RIM can develop efficiently and will
have a positive impact on the development of the region itself.
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