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Abstract. This article is aimed at reviewing the process of managing financial information of in-
surance companies for the development of the innovation and investment process. The article considers
scientific approaches to the problems on this issue. The purpose of the research. The purpose of the
research is to determine the conceptual framework and basic principles of managing financial results of
insurance companies. Methodology. The totality of research methods is a methodology for analyzing
and organizing the main legislative acts and laws, namely the methods of generalization, comparison,
chronology, analysis and generalization. Results. According to the results of the study, it was revealed
that income from insurance activities, that is, all proceeds in favor of the insurer, related to insurance
and reinsurance; income from investing and placing temporarily free funds (both own and funds of in-
surance reserves); other incomes, that is, those that do not belong to either insurance or investment in-
come, but sometimes appear to the insurer in the course of its normal business activities. Practical mean-
ing. The practical significance is that the issues of managing financial results of insurance companies
are an activator of the innovation and investment process of the insurer and require practical application
in the management process of the company. This will allow management to protect the company from
unpredictable and perceived financial crises. Prospects for further research. The study of innovation
and investment processes is relevant and necessary for insurance companies and require further research.
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YnpaBiiHHA ¢piHaHCOBUMM pe3y/ibTaTaMU CTPAXOBUX KOMIIAHIA AK
AKTHUBI3aTOp iHHOBALiMNHO-iHBECTULiHHOT0 MPOLECY

10s1is Mukonaisua Me/bHMYYK!, K. €. H.
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JIropmmia AupgpiiBHa UBepTKoO?, K. €. H., JOLEHT

Melnychuk Yu. M., Vinnytska O. A., Chvertko L. A. Management of financial results
Cmamms Haditiwna: 7.07.2019 of insurance companies as an activator of the innovation-investment process.
Cmamms nputiHama: 10.08.2019 EkoHomiuHi  2opusoHmu. 2019. Ne 3(10). C.4-10. DOI: 10.31499/2616-
5236.3(10).2019.195644.

Anomauia. TlpencraBieHe [OC/TIIKEHHS CIPSIMOBaHEe Ha pO3IJISA IPOLIECY YIIPaBJIiHHS
(dinaHCoBOO iH(pOPMAILIi€I0 CTPaXOBMX KOMIIAHIN IJIsI pO3BUTKY iHHOBALIIMHO-iHBECTUIIIMHOTO IIPOIIECY.
VY craTTi posrasSIHYTO HAYKOBI MiAXOAM OO MpOOJIeMaTHKY 3 JAHOTO MUTaHHS. Mema 0ocnidxceHHs.
MeTol0 HAayKOBOTO MOCTIMKEHHS € BM3HAUEHHS KOHILENTYaJbHMX 3acaj, Ta OCHOBHMX IPUHIIUIIIB
yIIpaB/IiHHS QiHaHCOBMMM pe3yabTaTaMM CTPaXOBMX KommaHin. Memodonozia. CyKyIIHICTb METOMIB
JIOCTiIKEHHSI CTAaHOBUTb METOJOJIOTII0 aHali3y Ta OpraHilzallii OCHOBHMX 3aKOHOJABUMX aKTiB Ta
3aKOHIB, a CaMe METOAM Yy3araJbHEHHS, TMOPIBHSHHS, XPOHOJIOTi3allil, aHaJi3y Ta y3araJbHEHHS.
Pesynbmamu. 3a pesyjbTaTaMy JOCTIIKEHHS BUSBJIEHO, III0 JOXOAM BiJl CTPaxOBOI OiSIZIBHOCTI, TOOTO
BCi HaJIXOI KEHHS Ha KOPUCTh CTPaxOBMKa, IIOB’I3aHi 3 IPOBEIEHHIM CTpaxyBaHHS i mepecTpaxyBaHHS;
IOXONIM Bif iHBECTYBaHHS 1 PO3MIIIEHHS TMMYacOBO BUIBHMX KOIITIB (SIK BJIACHMX, TaK i KOIITIB
CTPaxOBMX pe3epBiB); iHIII TOXOAM, TOOTO Ti, SIKi He HaJIeXKaTh Hi O CTPAXOBUX, Hi O iHBECTULITHUX
JIOXOZiB, ajie yacoM 3’ SIBJITIOThCS y CTPAaxXOBMKa Y MPOLIECi 10ro 3BMYAaifHOI TOCIIOAapChKOI Iisl/IbHOCTI.
Ilpakmuune 3nauenns. [IpakTMUHe 3HAUEHHS MOJISITA€ B TOMY, 1110 MMUTAHHS YIIPaBJIiHHS (iHaHCOBUMM
pe3yJibTaTaMM CTPaxOBUX KOMIIAHIM € aKTUBi3aTOPOM iHHOBAIIHO-IHBECTUI[IIHOTO IIPOLIECY
CTpaxoOBMKa Ta MOTpebye MPaKTUUHOIO 3aCTOCYBAHHS B YIIPaB/IiHCbKOMY ITpolieci KoMmmaHii. Ile HamacTh
3MOI'y KEpiBHMLITBY yOe3IeunTy KOMIIaHIIO BiJ HemepembadyyBaHMX i nmepegbavyBaHMX (PiHAHCOBUX
Kkpu3. Ilepcnekmusu nodanvuiux 0ocaioxceHs. JOCTiIKeHHS iHHOBALiMHO-IHBECTUIIIHUX IIPOIIECiB €
aKTyaJbHMMM i HeOOXITHMMM JIJISI CTPAXOBUX KOMIIaHIN 1 MOTPEOYIOTh MOJAIbIINX JOCTiAKEHb.

Kntouosi cnoea: iHHOBallil, iHBeCcTuIiiHMIA Tpoliec, ¢iHaHCOBe YIpaBJliHHS, GiHaHCOBI
pe3ysbTaTu.

Kinovkicmo datcepen: 11; kinvkicme mabauyw: 0; kinokicmo pucynkia: 0; xinvkicmo gopmyn: 0.

1. Introduction. mentation of the innovative model of eco-
The development of individual regions of nomic transformation requires the use of the
Ukraine in the innovation and investment di- potential of all business entities in order to en-
rection is a key prerequisite for economic sure structural and qualitative updating of pro-
growth in the face of increasing global chal- duction assets, modernization of the national
lenges and economic instability. The imple- economy, and the solution of important socio-
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economic problems. This fully applies to in-
surance organizations, which together form an
important strategic segment and by providing
insurance protection contribute to socio-eco-
nomic stability in society, reduce the burden
on the expenditure side of budgets of various
levels, allowing to optimize the activities of
economic entities through centralized financial
funds resources, as well as accumulate finan-
cial resources for investing in the country’s
economy.

2. Literature review.

A comprehensive solution to diverse
problems requires improving the systematic
approach to managing financial results of in-
surance companies, developing the conceptual
foundations of their financial management,
taking into account modern realities. In the
works of foreign authors, questions of theory
and practice of managing financial results in a
developed market economy are mainly cov-
ered by the example of firms. At the same time,
the studies of economists N. Bilous (2011),
O. Gamankova (2009), H. Kozoriz (2008),
L. Lebedynska and L. Remnova (2006),
A. Smolkyn (2011), Yu. Melnychuk,
L. Chvertko, T. Korniienko, O. Vinnytska and
O. Garmatiuk (2019) and many others.

3. Methods.

The totality of research methods is a
methodology for analyzing and organizing the
main legislative acts and laws, namely the
methods of generalization, comparison, chro-
nology, analysis and generalization.

4. Research objectives.

The purpose of this research study is to
determine the conceptual framework and basic
principles for managing the financial results of
insurance companies.

The goal involves the sequential solution
of the following tasks: study of a system of in-
terconnected and focused strategic and tactical
financial decisions in the financial manage-
ment of the insurance company; revealing the
dual nature of the financial activities of insur-
ance companies in Ukraine; substantiation of
the conceptual framework for managing the fi-
nancial results of domestic insurance compa-
nies in the context of globalization.

5. Results and discussions.

The main feature of the activities of the
insurance company is that, unlike the produc-
tion sector, the insurer first accumulates funds
from the insurer, creating the necessary insur-
ance fund, and only then bears the costs asso-
ciated with compensation for losses under the
concluded insurance contracts. The effective-
ness of the influence of insurance companies
as a financial stabilizer on the socio-economic
development of the regions largely depends on
the perfection of methods for managing finan-
cial performance and their compliance with
modern needs. To implement effective insur-
ance protection for their customers, insurance
companies must have sufficient financial re-
sources and ensure their efficient placement.
Moreover, the establishment of optimal ratios
between individual sources of formation and
use of financial resources of insurers is an im-
portant prerequisite for ensuring the continuity
of the insurance process, the constant solvency
of insurance companies and the stable finan-
cial results of their activities. At the same time,
in parallel with providing quality insurance
protection, it is necessary to increase the in-
vestment activity of insurers and provide it
with an innovative direction in the context of
fulfilling the priority tasks of the innovation
and investment policy for sustainable develop-
ment of the regions of Ukraine (Bazylevych
and Bazylevych, 2008).

The dual nature of the financial activities
of the insurer, both in carrying out insurance
itself and in acting as an active investor, deter-
mines the specifics of the formation of its in-
ternal financial resources through three main
types of income:

- income from insurance activities, that
is, all proceeds in favor of the insurer related
to insurance and reinsurance;

- income from investing and placing tem-
porarily free funds (both own and funds of in-
surance reserves):

- other incomes, that is, those that do not
belong to either insurance or investment in-
come, but sometimes appear to the insurer in
the course of its normal business activities.
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In the economic literature there is still no
single point of view on the relationship be-
tween the concepts of “financial management”
and “financial management” of insurance or-
ganizations, just as there is no single view on
the relationship between the terms “manage-
ment” and “management”. The most balanced
and scientifically substantiated in this context
is the point of view of A. Smolkyn (2011), who
believes that the scientific polemic on this is-
sue is unfounded due to the objectively exist-
ing contradiction. So, the concept of “manage-
ment”, on the one hand, is broader than man-
agement, and on the other, it does not fully
reflect the content of managerial activity, ex-
cept management itself involves the organiza-
tion of economic processes, its reproduction in
the following cycles and improvement
(Smolkyn, 2011).

H. Poliak (2006) identifies the concepts
of “financial management” and “financial gov-
ernment” and believe that the literal translation
of the English term “financial management” as
financial government narrows its concepts to
only one of the management methods. In his
opinion, the definition of financial manage-
ment is associated with the concept of a finan-
cial management mechanism at all hierarchical
levels or the so-called financial mechanism,
which is at the same time a component of the
general economic mechanism and goes be-
yond its framework as an independent cate-
gory. S. Ulina (2000) on the contrary, is trying
to prove the difference between the terms “fi-
nancial management” and “financial manage-
ment”. She believes that financial management
as a term of American origin can be applied
only when it comes to business, that is, to man-
age the financial and economic processes of a
commercial organization. In her opinion, fi-
nancial management is a broader concept than
financial management, since it takes place in
all economic formations, including the
planned economy, and can be carried out both
at the state level and at the level of commercial
and non-profit organizations (Ulina, 2000).

The main factors that create favorable
conditions for further deepening cooperation

between banks and insurance companies in the
process of direct and indirect impact on the in-
vestment market should include:

- availability of relevant regulatory legal
acts; increased competition in the market of
banking and insurance services;

- increasing solvency and the ability to
attract significant savings of both potential in-
vestment resources of both banks and insur-
ance companies of funds;

- the active development of mortgage and
investment lending, which requires joint ac-
tions by banks and insurance companies to
minimize financial risks;

- a high proportion of credit operations in
bank assets, which also increases the risks of
banking activities and requires a more active
use of mechanisms for transferring part of the
risks to insurers;

- increased requirements for the perfor-
mance indicators of commercial banks (from
the National Bank of Ukraine) and insurance
companies (from the Ministry of Finance of
Ukraine), which makes it mutually beneficial
to invest these financial institutions in each
other’s shares and consolidate their long-term
strategic ties.

Thus, the exceptional investment oppor-
tunities of insurers and their significant poten-
tial in the implementation of investment pro-
grams require a serious rethinking of the mac-
roeconomic significance of insurance in the
conditions of market transformations. After
all, it is insurance that provides compensation
for losses, creates a mechanism for their pre-
vention and reduction, and thus actively influ-
ences the investment climate in the country
and creates the conditions for a continuous re-
production process.

The main prerequisites for the interpreta-
tion of insurance as one of the effective tools
for enhancing the innovation and investment
processes in the region include (Lebedinska
and Remnova, 2015):

- the existence of an inversion cycle and
a closed layout of damage from the occurrence
of insurance events, determines the availability
of insurance-free funds as a source of
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investment in highly liquid investment instru-
ments;

- the presence of equity of insurers,
formed from retained earnings and additional
contributions of the founders of the insurance
company, which allows us to diversify its ac-
tivities and increase the profitability of insur-
ance operations themselves by generating ad-
ditional income from the investment activities
of the insurer;

- the indirect effect of insurance on the
investment market by providing insurance
coverage to investors, lenders, other partici-
pants in investment projects and programs, al-
lows for the redistribution of part of invest-
ment risks and to increase capital investment
in the real sector of the economy;

- the possibility of reinsurance of large
investment risks by insurance companies and
reinsurers, which allows to increase the level
of reliability of insurance coverage of invested
material and intellectual values, as well as to
provide a more effective settlement of losses
in the event of an insurance event.

Due to the special nature of insurance, its
direct and indirect impact on the investment
market, investment activities of insurance
companies can be considered as a significant
factor in the activation of investment processes
in the country’s economy. Given the latest
trends in the intensive development of the
Ukrainian insurance market, there is every rea-
son to conclude that insurance companies have
significant investment potential.

In order to intensify investment activity
in the post-crisis period, domestic insurance
companies must increase the level of capitali-
zation of the insurance system and consolidate
the domestic insurance business, introduce ad-
vanced management technologies, and in-
crease the efficiency of insurance services and
investment operations. At the same time, the
undesirable consequences of globalization in
the medium and long term can be avoided only
by implementing a balanced policy of opening
the insurance market. In this context, state reg-
ulation of all parts of the financial system, in-
cluding insurance, should be based on the prin-
ciple of dominance of national interests over

various external and internal interests. As for
such a component of the mechanism of finan-
cial management of insurers as legal, organi-
zational and information support, it should be
noted a number of important points arising
from the essence of modern globalization pro-
cesses:

- firstly, since globalization is a certain
universal process of unification of types of
consumption, organization and production
management technologies, objectively there is
a need to bring the legal regulation of financial
processes in Ukraine in line with proven inter-
national standards. At the same time, the re-
thinking of the positive experience of legal
support of investment, banking, and insurance
activities, as well as the effective adaptation of
Ukrainian legislation with international norms
of economic and commercial behavior in the
relevant segments of the world market, are of
particular importance. Moreover, legal adapta-
tion to the conditions of political, economic
and monetary unions is an important prerequi-
site for effective regional integration of
Ukraine into the European space;

- secondly, in the context of globaliza-
tion, the organizational support of financial
management should be formed taking into ac-
count the objective enlargement of economic
entities as a result of reorganization, mergers
and acquisitions, strengthening the worldwide
role of large companies. Therefore, future
changes in the organizational and economic
structure of domestic insurance organizations
under the influence of globalization are quite
logical, the development of capital integration,
the emergence of various diversified forms of
doing business, the creation of their own trans-
national economic structures with global fi-
nancial management. Accordingly, in connec-
tion with the alleged spread of integration cor-
porate entities in the national economy, the
role of corporate financial management will
increase, in addition to common features for all
business entities, it has certain features arising
from the subject area of activity, environmen-
tal factors and the internal structure of a spe-
cific integrated organizational and economic
structure;
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- thirdly, information support of the fi-
nancial management of insurance activities in
the third millennium will be objectively
formed under the influence of scientific and
technological achievements in the field of the
latest information and communication sys-
tems. A new information basis is a prerequisite
not only for effective integration into the
global industrial, commercial and financial
structures, but also for the achievement of a
qualitatively new level of development of non-
primary and knowledge-intensive industries,
which will ultimately determine the competi-
tiveness of the national economy and its place
in the world economy. It should be borne in
mind that the current stage of globalization is
characterized by the creation of conditions for
the functioning of self-sufficient Internet econ-
omies in the global environment. Thanks to the
unique application capabilities of the Internet
and the rapid dynamics of the development of
electronic commerce, global competition
mechanisms are being formed that are not
available for national regulation. And as prac-
tice shows, global Internet centers arise not
only in the information leaders of the world,
but also in countries that pursue a favorable in-
vestment policy.

In a changing environment with increas-
ing cyclical development of transformational
economies, it is necessary to rethink the prin-
ciples of organizing financial management of
insurers from the perspective of a comprehen-
sive systematic approach to solving the prob-
lems of managing insurance organizations,
taking into account the timely diagnosis of
modern transformations, adequate assessment
of factors and tools for the development of the
insurance field, determination of objective de-
terminants and modern vectors of develop-
ment of insurance activity in a global environ-
ment, providing transport rent STI conditions
of financial and economic activity of the insur-
ance organizations in parallel with the constant
monitoring of the implementation of the main
results of their activities in the context of the
operation of objective economic laws and reg-
ularities of the development of insurance

business under the influence of globalization
(Melnychuk, Chvertko, Korniienko, Vinnytska
and Garmatiuk, 2019). At the same time, it is
necessary to integrate the mutual influence on
the financial performance of domestic insur-
ance companies of modern macroeconomic
theories of the stability of economic systems,
regional integrity, marginal cost and harmoni-
zation of economic interests. In this case, it is
necessary to proceed from the above expanded
interpretation of the financial management of
insurers as a system of interconnected and fo-
cused strategic and tactical decisions aimed at
ensuring the rationalization of cash flows and
the optimal combination of the interests of the
state, industries, regions and individual insur-
ance companies in the formation, distribution
and use of financial resources for implementa-
tion core (insurance) activities and non-core
(financial and investment activities).

6. Conclusions.

In a market economy, all business enti-
ties (both sectoral and territorial) should have
full financial freedom. Only in conditions of
free economic relations, economic entities
achieve their highest efficiency (Melnychuk,
Chyrva, Chvertko, Chyrva and Berbets, 2019).
This approach necessitates integrated financial
management in the insurance sector both at the
national level and at the level of individual in-
surers. In our opinion, the criterion for success-
ful insurance management in general and fi-
nancial management, in particular, is the long-
term effectiveness of the operation of the man-
agement object, which is reflected at the micro
level in the growth of profitability of insurance
operations, the intensification of investment
activities of insurance companies, ensuring
their financial stability and reducing insurance
risks. At the same time, the stability of the fi-
nancial management system should be deter-
mined by its ability to return to its original state
and ensure further solvency of the insurance
organization after exposure to negative factors,
the most essential of which is the need to pay
significant amounts of insurance indemnities
in the event of an insurance event.

Conversely, at the macro level, evidence
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of the effectiveness of management decisions
is an increase in the share of insurance premi-
ums in the country’s GDP, an increase in the
capacity of the domestic insurance market, the
concentration and centralization of a sufficient
amount of “long” financial resources in the in-
surance sector and their investment in priority
areas that ensure the innovative development
of individual regions and national economy as
a whole. In the plane of the aforementioned, in
order to make fuller use of the existing invest-
ment potential of insurance companies, it is
necessary to stimulate by economic methods
the allocation of their temporarily free capital
to the implementation of national and regional
investment programs, as well as improve the
legislative regulation of the allocation of insur-

ance reserves in construction, mortgages, agri-
cultural development, industrial restructuring,
energy supply, energy conservation etc., in the
long term injective significantly increases stra-
tegic role and the possibility of insurers in
dealing with important issues of regional eco-
nomic policy. At the same time, the optimal
combination of strategically thought out state
regulation of the insurance market and self-
regulatory market mechanisms for enhancing
the investment activities of insurance compa-
nies is key in the face of increasing global chal-
lenges and economic instability, since it is as-
sociated with solving problems to overcome
the economic crisis, stimulate economic
growth and implement an innovative model of
economic transformation.
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