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ESSENCE OF INSURANCE
ACTIVITY: ECONOMIC
AND LEGAL ANALYSIS

Hino ITamypis,

doyenm raghedpu zocnodapcvkozo npasa Kuiscvkozo
Hayionaavrozo yHisepcumemy imeni Tapaca Illesuenka,
doxmop puduvHux Hayk, doyenm

VY crarTi DOCHIiMKYIOThCS aKTyaJ bHI MUTAHHSI €KOHOMiKO-IIPaBOBOI CYTHOCTi CTPaxoBOi
IiATBHOCTI SIK CHCTEeMOYTBOPIOBAJBLHOI KaTeropii crpaxoBux mpaBoBigHOCHH y cdepi
rocmogapoBanasa. Miciie Ta BUIM CTPaXxoOBOi MiAJBHOCTI Y CUCTEMi CYyUaCHUX €KOHOMIiUHUX
BimmocuH. [ocaimxeHi o3HaKU Ta IPaBOBi 3acaay 3AificCHEHHSA CTPaxoBOi AifJIBLHOCTI.

s raubIroro posyMiHHSA CYTHOCTI CTPaxXOBOl AisAJIBHOCTI HEOOXiZHO POBTIIAHYTH IIH-
TaHHSA [IPO Te, 0 AKOI KaTeropii moTpiGHO BifHOCUTHM CTPaXOBY AiAJNbHICTE — 10 (iHaHCO-
BOl UM KpeauTHOi. BapTo 3asmaumTy;, 110 BKasaHe MUTAHHSA € JUCKYCiHHUM, sKe IIepeBask-
HO PO3BUBAETHCA B KOHTEKCTi €eKOHOMIUHOI HayKu, IPOTe Mae€ i IeBHe IOpUINYHE 3a0ap-
Biaeunsa. Kareropii ¢imamcis i xpemury, xoua ¥ pisHi 3a cBoim 3micTrom, mpore
B3aemoIoB’a3ani. IIpoliec BapTiCHOro pPo3IOAiay CYCHiJIBHOTO IPOAYKTY 3AiMCHIOETHCA 3a
JIOIIOMOTOI0 BKA3aHWX E€KOHOMIYHWX KaTeropiii, KOKHa 3 AKMX BUKOHYE clenudiuny,
TiTBKY 1if mpUTaMaHHY POJIb.

3 MeToI0 3’sicyBaTU MUTAHHSA [0 AKOI KaTeropii moTpibHO BigHeCTH cTpaxyBaHHA (KaTe-
ropii dinamciB UM KpeAwuTy) HAYKOBUIN aHAJI3 CJIii TPOBOAUTHU CIUPAIOYNCH HA IIPABOBY
IOKTPUHY HOPMATHBi3MYy, II[0 PO3IVIsgac 00’€KTUBHY JOriuHy abcTparoBamy opmy Oymb-
SIKOTO SIBUIIIA.

ITonaTrTa ¢iHaHcoBOl AiAJBHOCTI B HaBeIeHUX HOPMATHUBHO-IPABOBUX aKTaX € CIIEIli-
aJBLHUM i 3aCTOCOBYETHCA BUKJIIOUHO JJIA ITiJieli BKa3aHMX aKTiB 3aKOHOJAaBCTBa Ta He Bi-
Iobpaskae ocobsuBocTel i crenmdiku GiHaHCOBOI AiAJBHOCTI v chepi cTpaxyBaHHSA, TOOTO
IigabHOCTI v cdhepi HAZAHHA CTPAXOBUX HOCJYT.

Mo:xkHa KasaTu mIpo Te, IO CTpaxyBaHHA € (PiHAHCOBOI AiAJbHICTIO y chepi HamaHHS
cunenudivaux mocayr. IIpu 1pomMy, AKIO 3BEPHYTHUCA MO 3MiCTy UMHHOT'O 3aKOHOIABCTBA
Vkpainu, 1110 BCTAHOBJIIOE TOPAJOK, YMOBU Ta PO3MipU KPEAUTIB CTpaxyBaJIbHUKaM, AKi

YKJIaJW OOTOBOPU CTPaXyBaHHA KUTTS,
BM3HAYAE YiTKY peryiaMeHTaIlil0 BKasaHUX
0CcO0JIMBUX IIPABOBISHOCHH, Oa€ IiAcCcTaBuU
CTBEPIKYBaTHU, IO CTpPaxoBa AiAJbHICTH
i3 cTpaxyBaHHS KHTTA 3a CBOEIO IIPUPO-
010 € (piHaHCOBO-KPEIUTHOIO.

Katouosi caosa: crpaxyBaHHSA, CTPaxoBa
IisITbHICTL, BUAMU CTPAXOBOI MiAJBHOCTI,
dopMu 3AIMCHEHHA CTPAXOBOI AisAIBHOCTIL
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Problem Formulation. The peculiari-
ty of insurance activity of any kind
(commercial insurance and non-com-
mercial insurance) is a combination
of private and public features, imple-
mented directly while conducting this
activity, and it is revealed in particu-
lar: 1) while concluding voluntary in-
surance agreements and conducting
compulsory insurance based on the di-
rect instructions of the law; 2) in the
procedure of state registration of insur-
ers, which is a binding action, and as
the result they acquire the rights of a
legal entity; 3) in the procedure of li-
censing the insurance activity; 4) at
availability of the system of state insur-
ance supervision in the state.

The review of the recent research
and publications. The thesis researches
of scientists of Ukraine — both econo-
mists and lawyers — are of significant
importance for understanding the pecu-
liarities of operation of the modern in-
surance system, namely of: Yu. Bahliuk
(2008), V. Bazilevych (1998), A. Boiko
(2011), O. Hamankova (2011), Yu. Yev-
chenko (2000), O. Zhuravka (2010),
I. Zyskind (2011), D. Maruzhenko (2010),
M. Mnich (2007 ), N. Patsuriia (2014),
S. Osadets (2002), E. Stas (2012),
T. Tatarina (2003), V. Furman (2006).

The purpose of the publication is ex-
plore topical issues of economic and legal
essence of insurance activity as a system
of insurance category relations in the
sphere of management, and its place in
the modern forms of economic relations,
as well as the essence and the legal
frameworkof the insurance business.

The main material presentation. For
a deeper understanding of the essence
of insurance activity, it is necessary to
consider the matter of classifying the
insurance activity, whether it is a fi-
nancial or a credit category. It should
be noted that the said issue is a contro-
versial one, which mostly takes place in
the context of economic science [1], but
it also possesses a certain legal connota-
tion. Though the categories of finance

and credit are different in content, they
are interrelated. The process of cost al-
location of the social product is carried
out by means of these economic cate-
gories, each of which performs a speci-
fic role attributed only to it.

Finance (from the Latin Financia —
cash, income) is a set of economic rela-
tions, arising in the process of forma-
tion, distribution and use of the central-
ized and decentralized funds of cash
flow [2, 12]. The credit is largely simi-
lar to the finances. The scientists define
credit as a set of special economic rela-
tions between the subjects of the market
when placing a certain share of owner-
ship in a loan on the basis of compulsory
recover, repayment, maturity, target
use [3, 5]. The common features inher-
ent to the two specified categories show
their proximity and relatedness of the
economic nature. However, the nature
of their functions varies greatly: credit,
unlike finance, operates based on credit
repayment. This is the most important
feature and attribute of a credit. The
credit resources are formed in the
process of the redistribution at the ex-
pense of temporarily free funds of eco-
nomic entities; the financial ones are
formed by income and savings generated
at the stage of cost allocation. The cred-
it resources are provided to borrowers
for a certain period in terms of repay-
ment and payment; the financial re-
sources are given for free and without
specifying the conditions for their re-
turn. Finally, unlike finance a credit
has a closer connection with monetary
circulation, by means of which the needs
of business entities in payments re-
quired for its circulation can be satis-
fied. The existence of the common fea-
tures in finance and credit leads to their
close relationship and interaction in the
allocation process; this is especially true
in the integrated use of financial and
credit resources [4, 212]. These relation-
ships are so closely interconnected and
interdependent, that they are defined
as a financial and credit mechanism.
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The financial and credit mechanism
acts as constituent part of the single fi-
nancial and credit system, which covers
the areas of financial and credit rela-
tions (the object of the financial and
credit system), a complex of financial
and credit institutions (the subject of
the financial and credit system). This
mechanism provides financial and cred-
it institutions with the possibility to in-
fluence the financial and credit rela-
tions and create the necessary precondi-
tions for the redistribution of money
through: the budget system; the bank-
ing system; the circulation of securi-
ties; the insurance system [5].

In order to clarify the matter as in
which category insurance should be in-
cluded (finance category or credit cate-
gory), in our opinion, it is necessary to
conduct the scientific analysis based on
legal doctrine of normativism that con-
siders the objective logic abstracted
form of any phenomenon.

According to Art. 333 of Economic
Code of Ukraine insurance, as well as
support activities in the sphere of fi-
nance and insurance, refers to the fi-
nancial activity of economic entities.
The notion of financial activities is not
included into the Economic Code of
Ukraine, while the concept of financial
activities is defined and / or was de-
fined in some regulations of the current
legislation of Ukraine. The Instruction
on the procedure of composition and
publication of financial reports of
banks of Ukraine, approved by Resolu-
tion of the Board of the National Bank
of Ukraine dated 27.12.2007 Ne 480 [6],
and the Instruction on the procedure of
composition and publication of financial
reports of banks of Ukraine, approved
by Resolution of the Board of the Na-
tional Bank of Ukraine dated 7.12.2004
Ne 598 [7], recognize the financial ac-
tivity as activity that cause changes in
the size and composition of the bank’s
equity and borrowed capital. According
to Decree of the Ministry of Finance of
Ukraine dated 28.12.2009 Ne 1541 «On

Approval of the Regulation (Standard)
for Accounting in the Public Sector 101
“Presentation of Financial State-
ments”» [8] the financial activity is the
activity that leads to changes in the
size and composition of equity and debt
capital.

According to Decree of the Ministry
of Economy and on Issues of European
Integration of Ukraine dated June 17,
2003 Ne 157 «On Approval of Methods
Recommendations as to the Implemen-
tation of the National Regulations
(Standards) of Accounting in the
Sphere of Catering and Personal Ser-
vices, Harmonized with the Internation-
al Standards» [9] and Order of the Min-
istry of Finance of Ukraine dated
07.02.2013 Ne 73 «On Approval of the
National Policy (Standard) of Account-
ing 1 General Requirements for Finan-
cial Reporting” [10] a financial activity
is an activity that leads to changes in
the size and composition of equity and
borrowed capital of the enterprise.

In the light of the foregoing the con-
cept of the financial activity in the
above legal acts is a special one and is
used exclusively for the purposes of
these instruments of legislation and
does not reflect the peculiarities and
specifics of the financial activity in the
field of insurance, that is an activity in
the sphere of provision of insurance
services.

In accordance with paragraph 9 Arti-
cle 4 of the Law of Ukraine «On Finan-
cial Services and State Regulation of
Financial Services Markets» [11] the
services in the sphere of insurance and
pension savings are recognized as finan-
cial services, which, according to p. 5,
Art. 1 of the said Law, are transactions
with financial assets carried out in the
interest of the third parties for their
own account or the account of these
persons and in cases provided by law, at
the expense of financial assets raised by
other people with the aim to get profit
or maintain the real value of financial
assets.
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Thus, we can say that insurance is a
financial activity in the sphere of pro-
viding specific services. In addition, if
we look at the content of ch. 4.
Art. 333 of the Economic Code of
Ukraine, insurance in the economic
sphere is an activity aimed to cover
long-term and short-term risks of the
entities using the savings via the credit
and financial system or without such
usage. However, Art. 2 of the Law of
Ukraine «On insurance» stipulates that
the insurers engaged in life insurance
may provide loans to insurants who
have concluded life insurance contracts.
Part 20 of Article 31 of the law that de-
fines the procedure for the placement
of insurance reserves as a separate asset
category to which insurance reserves
funds can be invested, determines the
loans to insurants — individuals who
have concluded life insurance contracts
within the redemption amount at the
moment of the loan granting and on the
security of redemption amount. In this
case, the loan cannot be granted earlier
than one year after the entry into force
of the insurance contract and for the
term that exceeds the period remaining
prior to the expiry of the term of the
insurance contract. The procedure, the
terms of loans granting and loans size,
the reserve formation order to cover
possible losses are set by the authorized
body in coordination with the National
Bank of Ukraine (ch. 11, Art. 2 of the
Law of Ukraine «On insurance»). The
Resolution of the State Commission for
Regulation of Financial Services Mar-
kets of Ukraine dated 3.12.2004 2883
«On Approval of the Provision on the
Order, Terms of Granting and the Size
of Loans to the Insurants who Have
Concluded Life Insurance Contracts»
[12] (hereinafter — the Regulation
Ne 2883) sets forth that a lender (the
insurer that provides an insurant with
a credit) may extend credit to the bor-
rower (the insurant that concluded the
life insurance contract and received a
loan on condition of repayment, pay-

ment, maturity) within the redemption
amount at the moment of the loan
granting and for the term that does not
exceed the period remaining prior to the
expiry of the term of the insurance con-
tract. If the insurance contract provides
regular, consistent payments (annuity),
a loan agreement can be concluded with-
in the period of waiting for such a life
insurance contract (para. 2.5).

According to p. 3.5 of the Provision
Ne 2883 credit relationships are regu-
lated by a loan agreement concluded be-
tween the creditor and the borrower
that defines the mutual obligations and
liabilities of the parties and cannot be
changed unilaterally without the con-
sent of both parties. However, accord-
ing to p. 3.11 credit cannot be granting
earlier than one year after the entry
into force of the insurance contract.

There is a perception that insurance
is a separate economic category, along
with finance and credit, which to some
extent combines features of both finan-
cial and credit relations [13, 44]. How-
ever, the above consideration points out
to the fallacy of the specified scientific
position.

The analysis of the current legisla-
tion of Ukraine, which establishes the
procedures, conditions and size of loans
granting to insurants who have concl-
uded life insurance contracts, defines a
clear regulation of these special legal re-
lations, gives reasons to assert that the
insurance activity on life insurance is a
finance and credit one by its nature.

In our view, the systematic analysis of
the category «insurance activity» re-
quires an integrated approach to the
study of a wide range of occurrences,
processes, and concepts associated with
this phenomenon. This refers to the indi-
vidual elements that collectively charac-
terize the insurance activity as a complex
integrated subsystem in the general sys-
tem of insurance relations in the econom-
ic sphere, namely: insurance fund, insur-
ance service, insurance service market,
State supervision over insurance activity.
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It should be noted that each of the
above elements of the system of insur-
ance relations is a backbone category in
relation to other elements that are the
systems of a lower level or subsystems
[14, 20]. Amid the synergetic paradigm
it can be stated that the insurance rela-
tions in the sphere of economy is a com-
plex open system that is constantly
changing (evolving) and contains a num-
ber of independent subsystems that are
still developing in accordance with their
internal laws among other laws [15, 9].

These categories are in the direct in-
terrelation with each other, influence
each other, but to ascertain their speci-
ficity they require a clear distinction.
These dependencies allows detecting the
general system of insurance relations in
economy, so, the need for the protection
of property interests of business entities
from the negative impact of hazards of
various kinds and forms of manifesta-
tion (insurance claims), which can cause
damage to business entities and individ-
uals, gives rise to insurable interest.
Such interest has become the content
of the insurance need of a business enti-
ty and it is characterized as a social re-
lation, which has a social character that
is reflected in the realization and imple-
mentation of goals [16]. To pursue this
goal the interested persons create an in-
surance fund (that can be different in
their organizational forms) by means of
the gradual payment of regular premi-
ums, at the expense of which it is
formed. However, to ensure the proper
functioning of the insurance fund (its
formation, spending and investing the
insurance fund) is possible due to busi-
ness insurance activity. In its turn, the
proper functioning of economic insur-
ance activity creates preconditions for
the full development of the insurance
market of Ukraine, which provides: de-
velopment of insurance intermediary,
reinsurance, formation of relations be-
tween insurers (beneficiaries, insured
and other third parties in insurance lia-
bilities); formation of the professional

infrastructure of the institutions of in-
dependent expert appraisers, actuaries,
underwriters, auditors; the proper func-
tioning of associations of insurers and
self-regulatory organizations; imple-
mentation of an effective mechanism of
the state regulation of insurance activi-
ty and improving public policy in the
sphere of insurance services.

We have mentioned that the need for
insurance protection of property inter-
ests of the interested persons in a mar-
ket environment can be met mainly
through the professional activity of the
insurance organizations (companies),
which is aimed at creating the insur-
ance fund raised at the expense of a
great circle of participants.

As noted, the category of insurance
fund is a crucial one in the process
of formation and direct implementation
of the insurance business relations and
it is an compulsory component of in-
surance activity, which in its turn me-
diates the formation, registration,
placement and spending the insurance
fund (insurance reserves). The economic
doctrine has different approaches to the
problem related to what an insurance
fund of an insurer is and what kind of
structure it has. Thus, L. M. Gorbach,
in our view, incorrectly indicates that
the insurance fund of an insurer com-
prises of the authorized capital, insur-
ance reserves, guarantee fund and free
reserves of an insurer [17, 56]. In our
opinion, L. Gorbach has too broad un-
derstanding of the insurance fund
structure, besides this is the mistake to
include insurance of the authorizedcapi-
tal into the insurance fund. The autho-
rized capital of the insurer, like of any
other business entity, according to
0. Yankova’s theory, defines only:
1) the legal preconditions to recognize
it as an independent legal personality
and a participant of legal relations;
2) the economic preconditions for the
independent property participation in
commercial turnover, because the
essence of this participation remained
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unchanged in the changing social and
economic conditions; 3) the possibility
of implementing liability measures for
the obligations; 4) the conditions for im-
plementing the principle of individual
responsibility of a founder and of a com-
pany established by the founder [18, 5].

The modern economic and legal doc-
trine provides that the authorized capi-
tal shall not perform the function
of protecting the interests of creditors.
As Yu. Hort rightly states, the analysis
of each of the elements of capital main-
tenance doctrine gives grounds to as-
sert that it not only protects the inter-
ests of creditors in the company’s sol-
vency, but also adversely affects the
ability of the authorized capital to be a
mechanism for attracting investments to
the company. The pro-creditor concept
of the authorized capital does not corre-
spond to the present state regulation of
the economic relations, and therefore
subject to cancellation [19, 330].

On the other hand, economists
A. Godin and S. Furmina rightly point
out that the theory of the insurance
fund is based on the amount of finan-
cial resources that are necessary for an
insurer to perform insurance liabilities,
and recognize the insurance fund as one
that equals to the scope of insurance re-
serves [20, 28].

The current legislation of Ukraine
does not contain the concept of insurance
fund. However, Art. 1 of the Law of
Ukraine “On insurance” states that it is
due to money funds generated by insur-
ance payments made by individuals and
legal entities the property interests of in-
dividuals and legal entities is protected.
While analyzing the current legislation of
Ukraine, in particular Art. 31 of the Law
of Ukraine «On insurance», it is clear
that it refers to the insurance reserves,
because they are formed by insurers with
the aim to ensure future payments of in-
surance premiums and insurance compen-
sation depending on the types of insur-
ance (reinsurance), for which insurance
premiums is the source of formation.

The insurance reserves are included
into special funds of an insurance com-
pany, and they provide financial relia-
bility of an insurance company and in-
dicate the scope of its insurance liabili-
ties under insurance agreements. High
efficiency of funds use is achieved
within the insurance fund of an insur-
ance company (companies). Losses in
this case are distributed to all partici-
pants in the insurance fund, and signif-
icant redistribution of funds takes place
[21, 12]. Under this insurance, an in-
surer’s aim is to obtain monetary com-
pensation, the amount of which should
exaggerate the size of the paid insur-
ance premium. This interest encourages
the insurant to participate in the insur-
ance relationship that determines estab-
lishment of a special legal regime for
insurance reserves of the insurer.

In our opinion, the term «an insur-
er’s insurance fund» can provide the fol-
lowing understanding: they are the in-
surance reserves that are formed at the
expense of monetary contributions made
by insurants and reflect the amount of
the insurance liabilities under insurance
agreements and are created to ensure fu-
ture payments of insurance premiums
and insurance claims depending on the
types of insurance (reinsurance).

Conclusions. The above basic compo-
nents that make up the insurance activ-
ity and characterize it as a special kind
of economic activity, lead to formulate
the concept of insurance activity.

The insurance activity is regulated by
law, is carried out under license for eco-
nomic activity of business entities (in-
surers), relates to the provision of insur-
ance services to legal entities or natural
persons (insurants) due to money funds
(insurance reserves), which are formed
by payments of insurants to protect
their property interests in case of occur-
rence of the events (insurance cases)
stipulated by law or insurance contract.

It is clear that the development
of insurance activity mainly depends on
the state of the legislation regulating
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insurance relations. To meet the chal-
lenges facing the insurance activity
by means of regulation, it is necessary
to work out the approaches to insurance
activity as to the form of business ac-
tivity on providing insurance services.

In view of the aforementioned, the
conclusions concerning the economic
activity made by O. Vinnyk are expedi-
ent [22, 26].

Bearing in mind the concept, it should
be emphasized that the insurance activity
as a separate specific type of economic
activity is carried out on the certain
principles that, on the one hand, take
into account the market orientation of
the national economy and therefore pro-

vide considerable freedom for the sub-
jects of such activity, and, on the other
hand, the social tendency of the insur-
ance sector that leads to the establish-
ment of the certain limitations for the
economic subjects with the aim of taking
into consideration the public interest in
the respect of the public economic order
established by the State. It involves com-
pliance with the different requirements
from the part of the subjects of insur-
ance activity that relates to: quality in-
surance services; fair competitive behav-
ior at the market of insurance services;
protection of the property interests of in-
surance consumers. &
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IManypusa H., PesankoBa B. cymHOCTh CTPaXoBO# AeATEJILHOCTH: YKOHOMHMKO-IIPABO-
BOI aHaau3. B craThe MCCIEAYIOTCS aKTyaJbHBIE BOIPOCHI 9KOHOMUKO-IIPABOBOM CYIIIHOC-
TH CTPAXOBOI MEeSATEeJLHOCTH KaK CHUCTeMOOOpas3yIoiell KaTerOPpuM CTPAaXOBbIX IPABOOTHO-
mieHun B cepe xo3diicTBOBaHUA. MeCTO M BHUIBI CTPAXOBOU MEATEIBHOCTH B CHUCTEME
COBpPEMEHHbBIX 9KOHOMUUYECKUX OTHOIIeHui. VccieqoBatbl IPUSHAKY 1 IPABOBbLIE OCHOBBI
OCYVIIIeCTBJIEHUS CTPaXOBOM IeATEIHLHOCTH.

Knwuesvie cnosa: cTpaxoBaHUe, CTPaxoBas NeATEJIbHOCTb, BUILI CTPAXOBOM HeATeNb-
HOCTH, (POPMBI OCYILIECTBJICHUSA CTPAXOBOI AEeSATEJIbHOCTH

Patsuriia N., Reznikova V. Essence of insurance activity: economic and legal
analysis. The articlei concerns current issues ofeconomic and legal essence of the insur-
ance activity as a system of insurance category relations in the sphere of manage-
ment.Location andtypes ofinsurance activity inthe system of moderneconomic rela-
tions. Abstract signs and the legal framework of the insurance business.

Keywords: insurance, insurance activity, types of insurance, forms of implementa-
tion of insurance activity
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