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Infrastructure model of the national insurance market of Kazakhstan

Effectiveness of the insurance market development is largely determined by the level of its infrastructure,
which should act as a well-functioning mechanism with a developed system of information and analytical
support, in combination with public authorities, insurance market entities and stakeholders. The insurance
market infrastructure is a set of professional participants of the integration insurance space, who serve insur-
ance activities, which contributes to the effective functioning of insurance and the quality provision of insur-
ance services. The basis of the insurance market infrastructure consists of such entities as insurance compa-
nies, insurance intermediaries, government, self-regulatory organizations, the insurance payments guarantee
fund, professional participants of the insurance market: surveyors, actuaries, adjusters, insurance ombudsman,
etc. This article considers the actual features of the institutional structure of Kazakhstan's insurance market,
which affect the strengthening of the country’s competitiveness. In this context, the analysis of the existing
Kazakhstan’s insurance market infrastructure was conducted. Based on the results of the study, the main di-
rections of improvement of Kazakhstan's insurance market infrastructure were proposed: creation of a single
information center, improvement of the national reinsurance system, development of the insurance market in
general. The authors developed a model of the infrastructure of the national insurance market, that meets the
modern requirements of competitive markets — sales and the mechanism of social protection of the popula-
tion, in the conditions of integrative interaction.

Keywords: insurance, reinsurance, insurance market, infrastructure, competitiveness, government regulation,
self-regulation, insurance company, insurance intermediaries, professional participants of the insurance mar-
ket.

In modern conditions of integrative relations, the competitiveness of a national insurance market is
largely determined by the level of development of its infrastructure, which should constitute an effectively
working mechanism in cooperation with developed system of information and analytical support, public au-
thorities, insurance market actors and stakeholders. Let’s consider the institutional structure of the insurance
market of Kazakhstan.

According to the National Bank of Kazakhstan data of January 1%, 2017, the following participants of
insurance market are presented in Kazakhstan: 32 insurance organizations including 7 life insurance organi-
zations, 15 insurance brokers, 59 actuaries, insurance payments guarantee fund as well as other professional
market participants (surveyors, adjusters, underwriters etc.) [1].

Table
The institutional structure of the insurance sector in Kazakhstan
Structure of the insurance market 2012 2013 2014 2015 2016

The number of insurance organizations 35 34 34 33 32
Including life insurance organizations 7 7 7 7 7

The numberof insurance brokers 13 14 15 15 15
The number of actuaries 82 72 71 62 59
Insurance payments guarantee fund IPGF 1 1 1 1 1

The pumber of insuranc'e compgnies of the Re— 3 3 3 3 3
public of Kazakhstan with foreign participation

Note. Based on statistical data of the National Bank of Kazakhstan.

As it can be seen from the table, there have been no significant changes in the number of insurance
companies for the five years, however each year there has been a reduction of operating insurance organiza-
tions. According to experts, the institutional structure of the domestic insurance market has been influenced
by several objective factors such as the slowdown in the growth rate of Kazakhstan's economy — the result of
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growing crisis in the world trade due to fall of prices on energy and sanctions against Russia. At the same
time, the requirements of the state regulator to ensure financial stability and solvency of insurance companies
are growing.

One of the elements of the insurance market infrastructure is government regulation. Kazakhstan
adopted an effective system of government regulation, based on operation of remote and inspectional super-
vision, in accordance with the principles of the legislative framework of the European Union.

State regulation of the insurance market is associated with the implementation of a set of economic and
legislative functions in this area, among which:

— Conducting a targeted state policy in the field of insurance as a strategic sector of the economy
through the formation of a legislative framework and the provision of a public climate conducive to the acti-
vation and popularization of insurance activities;

— formation of a competitive environment and an orientation towards increasing the competitiveness of
national insurers and protecting the interests of policyholders;

— formation of an effective structure of the national insurance business and stimulation of'its sustainable
economic growth

The analysis of the activities of insurance organizations is an integral part of remote supervision and is
carried out in order to identify the risks inherent in their activities, verify the requirements of the legislation
of the Republic of Kazakhstan on insurance activities. When drawing up conclusions on the financial status
of insurance organizations, based on the analysis of information provided in the conclusions on the financial
status of insurance organizations, the rating of the insurance organization is determined according to the Fi-
nancial Reliability Matrix.

With the development of the insurance market, the active role-belongs to self-regulating organizations.
Along with the state regulatory body, the main self-regulating organization of the Kazakhstani insurance
market is the Insurers Association of Kazakhstan.

The Association took the role of coordinating the activities of its members, to represent and defend their
common interests in relations with the authorities, foreign organizations and other participants of the insur-
ance relationship.

In total, there is an extensive system of infrastructure institutions operating in Kazakhstan. However, in
order to overcome the problems of development of the Kazakhstani insurance market and strengthen its
competitive advantages in the Eurasian Economic Space; the need to build anew infrastructure and upgrade
existing institutions arises.

An important role in forming the insurance market infrastructure play insurance intermediaries. Howev-
er, the activities of insurance agents‘in Kazakhstan are poorly regulated. Requirements for Kazakhstani in-
surance agents do not create conditions for their professional development and establishment as an indepen-
dent infrastructure unit of the insurance market. In many developed countries, insurance agents must go
through the stage of professional training and examination.

In case of successful completion an insurance agent is enlisted in the insurance agents register. Ka-
zakhstan introduced arequirement for training and certification of insurance agents, and to increase the per-
sonal responsibility of each agent the National Bank should introduce a single center, where agents of all
companies would obtain specific knowledge and undergo certification. The National Bank should also create
a special website with data on all certified agents.

Regarding the insurance brokers, today they account only for 5 % of sales, which mainly represent the
contracts with large companies that require serious risk assessment and integrated approach. At the same
time, in Germany, in the United States and in France 40 to 70 % of insurance transactions are made through
brokers. In the UK — over 85 %, in Mexico and Brazil — 50 % and 72 % respectively. Licensing, the prohibi-
tion on combining brokerage and agency activities has become a major challenge for these professional par-
ticipants of the insurance market. Judging by this reason, according to the data from table 1, the number of
insurance brokers did not change significantly [2].

As for the actuary. In Kazakhstan, actuarial activity is carried out in accordance with the Law of the
Republic of Kazakhstan dated December 18, 2000 "On Insurance Activity" on the basis of the rules for the
introduction of actuarial activity, the issuance of a license for the right to perform actuarial activity, the pass-
ing of an actuarial qualification examination, the involvement of an independent actuary to verify the activi-
ties of the actuary An independent actuary of the results of verification of the accuracy of calculations carried
out by an actuary in the state of an insurance (reinsurance) organization uu".
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An important element of the modern insurance market infrastructure is the secondary insurance institute
— reinsurance. The main objective of the creation of a single reinsurance market is to reduce the flow of rein-
surance premiums outside of the national insurance market.

Thus, the minimum required reinsurers rating in Russia is at satisfactory reliability level. The legislation
of the Russian Federation limits the share of reinsurers in insurance reserves and restricts combining reinsur-
ance operations on life insurance and risks reinsurance of property insurance. In 2016 Russian State Duma
approved a law on establishment of a National reinsurance company which is an effective step towards the
formation of a full-fledged insurance system.

There is one reinsurance organization operating in Belarus — Belarusian National Reinsurance Organi-
zation (BNRO). According to the year 2015 results, the Belarusian National Reinsurance Organization con-
cluded 9737 reinsurance contracts on 49 kinds of insurance.

There is no reinsurance market as an infrastructure element of the insurance system inKazakhstan. The
reinsurance organizations which hare non-residents of the country are required to have high ratings of finan-
cial stability, are limited in the amount of reinsurance risks, belong to the category of prudential norms.
Thus, most of the reinsurance premiums occur in the countries of the European Union, which have high in-
surers ranking respectively. Unlike its neighbors, Kazakhstan did not create a national reinsurance company.
This reduces the competitive opportunities of insurance business in the country. The internal'reinsurance op-
erations are being addressed through the availability of additional license on reinsurance, which direct insur-
ance companies have [3].

Thus, a necessary element of the national insurance market infrastructure:-model, designed to solve the
problem of premiums outflow abroad, is the improvement of the national insurance system by creating a do-
mestic reinsurance company.

In international practice, one of the basic infrastructure elements of the insurance market is the insur-
ance payments guarantee Fund. In Kazakhstan there is a system guaranteeing the insurance payments. Cur-
rently 30 insurance organizations are members of the insurance payments guarantee Fund. The main objec-
tive of the Fund is the implementation of insurance payments on obligations of insurance companies in liqui-
dation of compulsory classes of insurance. It should benoted that from all the member countries of the Eura-
sian Economic Union, Kazakhstan is the only country having the institute of insurance payments guarantee
fund. This infrastructure has proved its effectiveness and Insurance guarantee mechanism.

Regarding modernization of existing participants of the insurance market, the Insurance Ombudsman
Institute continues to develop in Kazakhstan. The Insurance Ombudsman is an individual who is recognized
to be independent in his activities, who carries out the settlement of disputes between insurance organiza-
tions and insures. Currently, there is@ possibility for insures to resolve disputes with insurance organizations
using online insurance disputes settlement system, which was developed and implemented by the Insurance
Ombudsman.

The online system repeats the approved dispute resolution procedure, fully moderates the process of the
settlement of disputes, ranging from filling a notice of intention to appeal to the Insurance Ombudsman and
its automatic referral to the insurance organization and to monitoring the enforcement of the decision of the
Insurance Ombudsman. The system allows to make queries, guide and get acquainted with documents, anno-
tate documents and explanations, to virtually participate in the meetings, give explanations, ask questions
and involve experts [4].

Among the core issues of the insurance market development is the improvement of the insurance cul-
ture,- which is associated with increase of insure s’ trust to insurance companies. Consequently, there is a
need to create an information center of the national insurance market. Establishment of the information cen-
ter should be based on the program «Informational Kazakhstan-2020» and the Message of the President of
the Republic of Kazakhstan dated January 31*, 2017 “Third modernization of Kazakhstan: global competi-
tiveness — «The digital Kazakhstany.

In accordance with the adoption of the course «Digital modernization», the objectives of the national
insurance market information center should include:

— free distribution of information about insurance companies and the services they provide via the In-
ternet;

— fast and free comparative information on insurance rules and tariffs, set by various market insurers;

— confirmation of the reliability of the insurance company through the transparency of its work;

—receipt of a new effective sales channel for insurers, organization of online insurance purchase me-
chanism.
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Users of the information portal will, first of all, be participants of the national insurance market, poten-
tial insurers, research institutes — researchers of this industry. Moreover, this information will be useful out-
side of the State as well.

The establishment of this infrastructure institute will solve the problem of mistrust of potential insurees
to insurers, problem of provision of financial literacy to the population, increase in demand for insurance
services.

Considering the experience of the United States, it was found out that there is an electronic data bank on
all insurance companies widely used to distribute the insurers by risk, premium volume, size of the autho-
rized capital, etc. With its help potential insurers may become familiar with information of interest to them at
any time.

It should be noted that the availability of the information center should necessarily be, onthe one-hand,
as an indicator of the reliability of insurance companies and ways to combat unscrupulous representatives, on
the other, as an incentive to increase public confidence in the insurers, and therefore the demand for insur-
ance services [5].
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Figure. Model Kazakhstan insurance market infrastructure

One of the main directions of improving the competitiveness of the national insurance market is the
creation of «Motor Insurance Bureauy». According to the concept «Implementation of National Motor Insur-
ance Bureau» proposed by Association of financiers of Kazakhstan, the establishment of this infrastructure
institute will facilitate:
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— coordinated work of the insurance market infrastructure;

— substantial cost savings in the provision of the necessary infrastructure of the insurance market;

— expansion of functions in evaluation of adequacy of tariffs on motor insurance. There is an opportuni-
ty to assess the risks of insurance companies by the market concentration and weighted portfolio (anti-
selection risks) through access to nationwide statistics;

— the absence of public funding for infrastructure development of the insurance market, the transfer of
risks lack of funds for provision;

— functioning of insurance infrastructure directly on of the insurance market participants;

— the possibility of mobile integration in international motor insurance system «as a green map» and re-
presentation of the interests of the citizens of the Republic of Kazakhstan abroad. Considerable flexibility in
matters of integration within the Eurasian Economic Union, reduce the cost of insurance products:te.con-
sumers of insurance services through cost savings of insurers on service infrastructure’s content and its coor-
dinated activities, as well as due to the provision of decrease of time and financial costs associated with ¢los-
ing of contracts and settlement of losses [6].

To achieve higher penetration of insurance services, it is necessary to develop public partnership of the
insurance market and other socially important sectors of the economy, such as, for example, agriculture and
construction. This will make it possible to use budget funds directed to the development of industries more
efficiently.

The most important direction of development of the insurance market is the adoption of a set of meas-
ures to further increase the capitalization of insurance organizations. Capital-accumulation will allow local
insurers to retain most of the insurance risks currently inefficiently transferred to reinsurance.

It is necessary to take measures aimed at the participation of the state in the work of collecting statistics,
creating mortality tables, strengthening the requirements for automating the processes of insurance and other
activities. This will allow to form adequate and justified amounts. of insurance tariffs by types of insurance
and the formation of adequate reserves, taking into account the general statistics on insurance cases and
payments. In this connection, it is necessary to further improve the internal processes of information systems
of the Single Insurance Database, which allow collecting statistics on all parameters of the insurance con-
tract. In addition, there is a need to interact with insurance databases with government databases, as personal
data on individuals are used to enter into property.and personal insurance contracts. In this regard, the possi-
bility of providing access to state databases on the registration of individuals with the possibility of obtaining
information in real time will be considered:

Thus, the proposed model of the infrastructure of the insurance market of Kazakhstan aims to provide:

— Development of the national market in general, namely to ensure its competitiveness in the face of in-
tegrative cooperation;

— Creation of additional investment resources for the economy, through the creation of the National
reinsurance organization institute;

— Improvement of the system of national reinsurance;

— Enhancement of social stability and the sustainability of economic growth.

— Development of a specialized infrastructure of the insurance market: underwriters, adzhasters, insur-
ance intermediaries.

— Making proposals for optimizing the supervisory function of the regulator, analytical and information
systems, ensuring transparency, completeness and accessibility of statistical data in order to timely identify
problems in insurance organizations and systemic risks in the insurance industry as a whole.
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IT. Mromnep, A.K. CembexoB, A.M. TeiHTHIIIEBA

Ka3zakcTaH yJITTBIK CAKTAHIBIPY HAPBIFbIHBIH HHPPAKYPBLIBIMIBIK YJITici

Cakranzblpy HapbIFbIHBIH THIMJI JKOHE TYPAaKThl AaMybl keOiHece MH(PaKypbUIBIMBIHBIH KbI3BIFYIIBUIBIK
OlnmipeTin TyJIFagap MEH CaKTaHABIPY HApBIFBIHBIH CYOBEKTIIEPiHIH, MEMJICKETTIK Gackapy OpraHaapbIHBIH
TYPaKThl JKYMBIC JKAaCallThIH aKMapaTThIK-TaJJayJblK JKYHEITiK MEXaHH3MIH KOpPCETETiH JeHreiepiMeH
aHpIKTanAbl. CaKTaHIbIPy HAPHIFBIHBIH HHOPAKYPBUIBIMBI OYJI CAKTaHIBIPY KbI3METIHIH canaibUIbIFbIH JKOHE
CaKTaHIBIPY/ABIH THIMAI KbI3MET €TyiH KaMTaMacbhl3 €TeTiH CaKTaHIbIPY KBI3METTEPIMEH iCKe achIpaThlH
HHTETPALMSIIBIK ~ CaKTAHIBIPY KEHIiCTIiriHAeri KociOM KaThICYIIBUIAPIBIH KUBIHTHIFBL — CaKTaHAbIpY
HApBIFBIHBIH KOCIOM KATBICYIIBLIAPhI, CAKTAHABIPY TOJEMICPIiHIH KEMUIAIK KOpbI, ©3iH-031 peTTeiTiH
yHBIMIAp, MEMJIEKET, CaKTaHABIPY [eNAalAapbl, CaKTaHAbIPY KOMIIAHMSIAPbl CHAKTBI CyOBEKTiIep
CaKTaH/bIPY HAPBIFBIHBIH NH(PAKYPBUIBIMBIHBIH HETI31H Kypal/ibl: clopBeiiepiep, akTyapuiep, amkactepiiep,
CaKkTaHIBIpy OMOyICMeHIepi jkoHe T.c.c. Makamama OocekeKaOineTTimKTI apTThIpyFa  ocep ereTiH
KaszakcraHmarbl cakTaH/AbIPy HAPBIFBIHBIH HHCTHTYLHOHAIIBIK KYPBUIBIMBIHBIH €PEKIICIIKTepiHIH ©3eKTiIir
KapacTelpblIabl. OcbiFaH OaiimaHeiCTel  Ka3ipri kesmeri KaszakcraHaarbl < CaKTaHIBIPY . HAPBIFBIHBIH
nHQpPaKyphUIBIMBIHA ~Tajlay JKacajibl. byl 3epTreyiepaiy HoTmkenepi| OoitbiHma KasakcraHnarsl
CaKTaHJbIPY HAPBHIFBIHBIH HH()PAKYPBUIBIMBIH JAMBITYIbIH HETI3ri OaFbITTapbl YCHIHBULIBL ABTOpIapMEH
MHTETPalMsUTBIK ©3apa OaiilaHbIC HETi3iHOEe XajbIKThl KOPFay/AblH OJCyMETTIK MeXaHH3Mi MeH OTKi3y
HapbIFbIH/IAFbI 0OCEKENECTIKTIH 3aMaHayH TalanTapblHa jKayar OepeTiH caKTaHABIPY HAPbIFbIHBIH XaJIBIKTHIK
UHPaKYPBUIBIMIBIK YJITiCi KYpacThIPbUIIBL.

Kinm coe30ep: cakranaplpy, KaiiTa cakTaHIbIPY, CAKTaHIBIPY HAPBIFbI, HHGPAKYPbUIbIM, 03CceKeKabiIeTTiNiK,
MEMJIEKETTIK peTTey, ©3IHIIK peTTey, CaKTaHIBIPY KOMIIAHMSCHI, CaKTaHABIPY NeNalgapbl, CaKTaHABIPY
HapBIFBIHBIH KOCI0M KaThICYIIBIIAPEL.

IT. Mromnep, A.K. CembexoB, A.M. TeiHTHIIIEBA

Moaeanb HH(l)paCprKTypbl HallMOHAJBHOI'0 CTPAaX0BOI'0 PbIHKA Ka3axcrana

D¢ eKTUBHOCTL Pa3BUTHS CTPAXOBOTO PHIHKA BO MHOTOM OINPEJIENIACTCS yPOBHEM €ro HHPPACTPYKTYpBbI, KO-
TOpasi IOJDKHA MPEACTaBIATh cOO0M CaxkeHHO PabOTAIOIINI MEXaHU3M C Pa3BUTON CHCTeMON MH(pOpMaIH-
OHHO-aHATUTHIECKOTO O0ECIeUYeHHsT OpPTaHOB TOCYJapCTBEHHOI BIIACTH, CyOBEKTOB CTPAaXOBOTO pBIHKA
1 3aMHTEPECOBAaHHEIX JHI. MH(pPacTpyKTypa CTPaxoBOTr0 PhIHKA — 3TO COBOKYMHOCTH MPO(eCCHOHATBEHBIX
YYaCTHUKOB MHTETPALIOHHOTO CTPaxXOBOTO MPOCTPAHCTBA, OOCITYKHBAIOIIUX CTPAXOBYIO AESTEILHOCTB, KO-
TOpast CrIocoOCTBYeT A PEeKTHBHOMY (YHKIMOHHPOBAHUIO CTPAXOBAHMS ¥ KAUECTBCHHOMY HPEIOCTABICHAIO
CTpaxoBbIX yciuyr. OCHOBY HH(PACTPYKTYpPbl CTPAXOBOIO PhIHKA COCTAaBJIAIOT TaKHe CYOBEKTHI, KaK CTpaxo-
BbIC KOMITAaHUH, CTPAXOBbIE NOCPEAHHUKH, TOCYAaPCTBO, CAMOPETYIMPYEMBbIe OpraHU3aMy, (OH]] rapaHTHPO-
BaHMs CTPaxOBBIX BBILIAT) MPO(ecCHOHANIbHbIE YYaCTHUKU CTPaXOBOTO PHIHKA: CIOpPBEHEpHI, aKTyapHid, aj-
&Kactep, CTpaxoBoi OMOY/ACMEH M T.JI. B cTaThe paccMOTpeHbI akTyalbHble OCOOCHHOCTH MHCTHTYLMOHAIIb-
HOHU CTPYKTYpBI CIPaxoBoro pbiHKa KazaxcraHa, oka3pIBalOIIUE BIMSHHC Ha YCHIICHHE KOHKYPEHTOCIIOCOO-
HOCTH. B 3TOM KOHTEKCTe IpOBEAEH aHAIN3 JEHCTBYIOMEH MHPPACTPyKTypHl CTpaxoBoro pelHKa Kasaxcra-
Ha. [1o pe3ynbraramM HMpOBEEHHOTO HCCIEIOBAHUS HPEUIOKEHB OCHOBHBIE HAIIPABJICHUSI COBEPIICHCTBOBA-
HUSL €F0 MH(PACTPYKTYpHI: (GOpPMHUPOBaHNE €IUHOTO MH(OPMAIMOHHOTO IIEHTPa, COBEPIICHCTBOBAHUE CHC-
TeMbl HallMOHAIIBHOTO MEPECTPaxoBaHHs, Pa3BUTUE CTPAXOBOTO PhIHKA B IesoM. Pa3pabGoTaHa Monens nH-
(GpacTpyKTyphl HAIIMOHAJIHEHOTO CTPAaXOBOTO PBHIHKA, OTBEYAIOIas COBPEMEHHBIM TPeOOBaHHEM KOHKYPEHT-
HOU O0pHOBI Ha PHIHKAX COBITA U MEXaHU3Ma COLMANIBHOMN 3alIUThl HACETICHUS, B YCIOBHAX UHTETPAL[IOHHOTO
B3aUMOJICHCTBHA.

Kniouesvie cnosa: crpaxoBaHHe, MEepecTpaxoBaHUE, CTPAXOBOH PBIHOK, MHMPACTPYKTypa, KOHKYPEHTOCHO-
COOHOCTB, TOCYZAapCTBEHHOE PEryJIHpOBaHUE, CAMOPETYJIHPOBaHUE, CTPAaXxoBash KOMIIAHWsS, CTPAaXOBEIE IIO-
CpEeIHHKH, TPO(ECCHOHAIBHEIE YIaCTHHKU CTPAaXOBOTO PHIHKA.
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