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This article examines the current state of mandatory automobile insurance in the
Ukrainian market as a key mechanism for the social and financial protection of all road
users, given that automobiles play a significant role in modern life and are not only an
important financial asset but also a source of certain risks. Today, auto insurance is of
great importance due to the rapid rise in prices for car repairs, replacement parts, and
medical services. The purpose of this article is to examine the current state of
mandatory auto insurance, identify problems, and propose ways to improve it. This
study examines the scientific works of Ukrainian scholars who have examined the
nature and fundamental principles of self-insurance and have substantiated the
dissipative, non-equilibrium nature of its development. The authors propose a
definition of the term “auto insurance” that fully captures its essence. This study
analyzes compulsory auto insurance in Ukraine’s financial market, which indicates a
decline in losses and an improvement in the financial performance of insurance
companies. A quantitative assessment of auto insurance was conducted using
international and domestic calculation methods, which indicates an increase in
insurance risks. The main challenges facing the auto insurance industry have been
identified, including issues related to legislation, the complex political situation in the
country, and the public’s lack of trust in insurance companies. The report proposes
ways to address the identified issues by strengthening oversight of the insurance
market, implementing digital technologies, and enhancing the financial stability of
insurance companies. The prospects for development have been identified; these are
largely shaped by changes in legislation, gradual digitalization, and growing financial
and insurance literacy among citizens, as further development is a crucial step toward
meeting international standards.
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BCiX YYaCHUKIB JJOPOXKHBOI'0 PYXY, OCKiJIbKM aBTOMOOGii BiAirpaloThb 3HaYHy poOJib Y
Cy4aCHOMY KUTTI i € He JIMIlle BaXKJIMBUM QpiHAHCOBUM aKTUBOM, a U J)KepesioM IIeBHUX
pusukiB. Ha cporofHilmHii JeHb aBTOCTpaxyBaHHS Ma€ BeJMKe 3HAa4YyeHHs 4Yepes
HWIBUJKE MiABUILEHHS I[iH HA PEMOHT aBTOMOOI/IiB, 3aM4acTHHU Ta MeANYHI MOCJIYTH.
MerToto Li€i cTaTTi € BUBYEHHSI HUHIIIHBOTO CTAaHy 000B’SI3KOBOT'0 aBTOCTPaxXyBaHHS,
BUSIBJIEHHSI Npo6JsieM i mpomo3ulii 1moJo oro mokpaileHHs. /Jloc/ifXxeHO HayKOBi
npayi BITYM3HAHUX BYEHHUX, fAKI pO3IrJIAfalyd CyTHICTb, OCHOBHI MPUHIMIHU
aBTOCTpaxyBaHHs, OOIPYHTOBYBaJIM iCHYBaHHS JAMCUNATHUBHOIO HePiBHOBAaXKHOTO
XapaKTepy Horo pos3BUTKYy. 3alpONOHOBAaHO aBTOpPCbKe BH3HAYeHHS MOHATTS
«aBTOCTpaxyBaHHS», fIKe IOBHICTIO BifoOpaxkye #Horo cyTHicTb. [IpoaHanizoBaHO
0060B’I3K0OBe aBTOCTpPaxyBaHHA Ha piHAaHCOBOMY PMHKY YKpaiHH, SIKE TOBOPUTH PO
3HKEHHS piBHA 36UTKIB i moJtinieHHs ¢piHAaHCOBUX MOKA3HUKIB CTPaxOBUX KOMMAHIH.
3aificHeHO KiJbKiCHe OLIiHIOBaHHSI aBTOCTpaxyBaHHSI Ha OCHOBiI MiXKHAapOJHUX Ta
BITYM3HSAHUX METO/IiB PO3PAXYHKIB, IKe CBi[UMTB PO 30i/1b1IeHHS CTPAXOBUX PU3UKIB.
BusB/eHO OCHOBHi NMpo6JieMH aBTOCTpaxyBaHHs, 1110 NOB’A3aHi i3 3aKOHOJABCTBOM,
CKJIA[IHOIO IIOJIITUYHOIO CUTYaALi€l0 B KpaiHi Ta HeJOCTAaTHIM piBHEM /J0BipY HaceJIeHHA
Jl0 CTPAaxOBUX KOMMAHii. 3aponoHOBAaHO HANPSIMU BUpIllEeHHS BUSBJIEHHUX NMPOOGJIEM
3a I0NI0MOTO0I0 IOCUJIEHHSI KOHTPOJIIO 332 POGOTOI0 CTPAaX0BOTO PUHKY, BIPOBA/PKEHH
nudpoBUX TeXHOJIOTiHM Ta 3MinHeHHsT ¢piHaHCOBOI cTabi/IBHOCTI CTPaXOBUX KOMIMAHIH.
Bu3HaueHO NepclneKTUBU PO3BUTKY, AKi 3HAYHOI MIpOI0 BH3HA4YalOTbCA 3MiHAMU Y
3aKOHO/aBCTBi, MOCTYNOBOW JAU/PKUTAJi3alli€l0 Ta 3pocTaHHs piBHA ¢iHaHCOBOI i
CTpaxoBoi 06i3HAHOCTI cepesi FPOMa/isiH, OCKIJIbKY NT0JaJIbIINHA PO3BUTOK € BaXK/IMBUM
KPOKOM /10 BiZJIOBIAHOCTI MI>XHapOJAHUM CTaHJapTaM.

KJ/IIOYOBI CJIOBA

aBTOCTpaxyBaHHA, JAOrOBIp, 3aXWUCT, CTPaxoBi IpeMii, cTpaxoBe BiJUIKOAYBaHHH,
pPO3BUTOK.
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1. Introduction

The evolution of economic relations, the growth of transport flows and the rapid level of
motorization determine the need to expand the range of insurance services and their greater
specialization in the relevant areas. Cars, which have become an integral part of the modern lifestyle, are
not only significant financial assets, but also a source of potential risks.

Against this background, special emphasis is placed on auto insurance, which is a specialized area
in the insurance industry and is aimed at ensuring financial protection for owners of land transport and
third parties in the event of risks associated with the use of cars.

At the present stage, the importance of auto insurance is becoming especially important due to the
rapid growth of the cost of car repairs, medical services and spare parts. In the absence of an insurance
policy, the driver is forced to independently cover the costs of compensation for material damage and
treatment of victims, which leads to a significant financial burden. In this regard, mandatory auto
insurance is a key mechanism for social and financial protection of all road users.

2. Literature Review

Several domestic scientists have devoted their works to the study of auto insurance in Ukraine.
Martsenyuk 0.V, Ruda O.A., Gontsa A.V. consider the current state and features of the development of
the auto insurance market in Ukraine under martial law and economic transformations, and also
conduct an analysis of the main types of vehicle insurance [10]. Verhelyuk Yu., Gancyak M., Boldova A.
analyze the availability of compulsory third-party liability insurance for vehicle owners in Ukraine in
the context of adapting regulatory requirements to European Union standards [20]. Kulyna G.M.,
Lukiyanyk D.V. analyzed current trends in the development of the motor insurance market in the world
in view of the increase in the number of land vehicles, the frequency of their theft and the road accidents
caused by them [9]. Bovsunovska G.S. substantiates the existence of a dissipative non-equilibrium
nature of the development of the auto insurance market based on the use of physical models of
synergetic [2]. Suprun N.V., Suprun A.A. assess the development of the auto insurance segment under
martial law and radical changes in the legislative and regulatory support of business processes in the
insurance business [16]. Solovyh E.K. considers the essence, basic principles and accepted classification
in motor insurance [15]. Kovova I, Sorokopud A. analyze the transformation of the auto insurance
system after the legislative changes in 2024, highlight the structure of auto insurance, the relationship
between OSCPV, CASCO and international insurance [8]. Polchanov A.Yu., Galatyuk K.O. consider key
aspects of the development of InsurTech technologies and telematics in the insurance industry,
including in auto insurance [14]. Kostogryz V.G. Gariaga L.O. investigate modern trends in the
development of motor insurance in Ukraine [7]. Borisyuk 0.V. and Datsyuk-Tomchuk M.B. are studying
telematics insurance as a promising technology in compulsory auto insurance, where risk levels remain
high and customer differentiation is insufficiently precise [1].

Due to the constant increase in the number of vehicles and the increase in road safety, awareness
of the role and importance of compulsory auto insurance is becoming particularly important both in
practical terms and from the point of view of scientific research.

3. Problem Statement

The purpose of the article is to analyze the current state of compulsory auto insurance, identify
problematic issues and make proposals for its improvement.

4, Methods and Materials

A set of scientific methods was used to conduct the study. Using the system approach method, a
review of scientific works and research that constitute the theoretical basis of the study was carried out.
The method of analysis and synthesis and economic and statistical methods were used to analyze the
main indicators of compulsory auto insurance. Using quantitative research methods, a quantitative
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assessment of the indicators of compulsory auto insurance on the financial market of Ukraine was
implemented.

The study was conducted using materials from open sources, in particular, statistical data from
the Ministry of Finance of Ukraine and the Motor (Transport) Bureau of Ukraine (MTBU).

5. Results and Discussion

In the scientific literature, there is still no generally accepted definition of the concept of "auto
insurance”, which is due to different approaches to its interpretation. Analyzing the definitions of
different scientists, it can be stated that auto insurance is a complex economic category, which is a
system of financial and economic relations aimed at protecting personal and property interests that
arise in connection with the ownership, use and management of vehicles.

The uncertainty and probability of the occurrence of insured events make auto insurance a risky
type of insurance. Its characteristic feature is that insurance payments are made only in the event of the
occurrence of events specified in the contracts, which are random and unpredictable in nature.

In the classification of auto insurance, the main criterion is the form of its implementation.
Accordingly, auto insurance is divided into mandatory and voluntary. Compulsory auto insurance is a
type of vehicle insurance that is mandatory for both the insurance company and the car owner. In
contrast, voluntary auto insurance is carried out exclusively at the initiative of the car owner and is
drawn up based on an agreement voluntarily concluded between the insurer and the insured in
accordance with the current legislation of Ukraine [7].

Let us analyze compulsory auto insurance in Ukraine, since it is in great demand among drivers,
which is explained by the mandatory nature established by the Law of Ukraine “On Compulsory Civil
Liability Insurance of Owners of Land Vehicles” dated 05/21/2024 No. 3720-UX [12], significant risks
of road accidents (traffic accidents) and the gradual transition to European standards for compensation
for damages.

Compulsory third-party liability insurance of land vehicles (CTL) is a mandatory type of insurance
in the form of a contract that the car owner concludes with an insurance company, under which, in the
event of a road accident, the insurer compensates for damage caused to third parties (property, life, or
health) [18].

In accordance with Article 6 of the Law of Ukraine No. 3720-UX, the following types of CTL
contracts are concluded [12]:

1) CTL contract valid exclusively on the territory of Ukraine (domestic insurance contract);

2) CTL contract valid on the territory of the member states of the international automobile
insurance system "Green Card" (international contract).

Let's analyze the number of concluded OSCPV contracts for 2023-2025. In total, 8,905,629
contracts were concluded in 2025, which is 4.2% less than in 2023. The dynamics of changes in the
number of contracts in terms of internal and external contracts is illustrated in Fig. 1.
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Figure 1. Dynamics of the number of concluded OSCPV contracts for 2023-2025
Source: Built by the authors based on [18].
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The number of international contracts in 2025 decreased by 194,235 contracts compared to 2023,
or by 12.0%, due to a decrease in trips abroad. The decline in domestic demand and the reduction in
vehicle insurance activity negatively affected the dynamics of the number of domestic contracts, which
in 2025 decreased by 193,527 contracts, or by 2.5%, compared to 2023. Let us consider how the
decrease in the number of concluded MTPL contracts affected the volume of insurance premiums for
2023-2025 (Table 1).

Table 1. Volumes of accrued insurance premiums under OSCPV contracts for 2023-2025,

thousand UAH
Indicator 2023 2024 2025 Deviation 2025/2023
+/- %
Under domestic agreements 8,750,417.4 11,028,671.5 23,641971.4 +1,4891,554.0 +170.2
Under international agreements 5,206,609.2 5,715,932.8 5,487,485.2 +280,876.0 +5.4
Total 13,957,026.6 16,744,604.3 29,129,456.6 +15,172,430.0 +108.7

Source: Compiled by the authors [18].

Compared to 2023, the volume of insurance premiums has increased significantly. Their total
volume has more than doubled (+108.7%), which indicates an increase in the cost of insurance services,
despite a decrease in the number of concluded contracts. A rapid growth in the volume of insurance
premiums is observed under domestic contracts - since 2023, they have increased by 170.2%. This
increase is due to an increase in insurance tariffs, inflation and changes in the legislative framework.
The growth rate of insurance premiums under international contracts is much slower. In 2025, the
volume of premiums increased by only 5.4% compared to 2023, which indicates stable demand for this
type of auto insurance. An analysis of the number of MTPL contracts under which insurance
compensation was paid for 2023-2025 (Fig. 2) demonstrates an increase in the total number of
contracts by 16.0%.
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Figure 2. Dynamics of the number of OSCPV contracts under which insurance indemnity was paid
for2023-2025
Source: Built by the authors based on [18].

The number of claims settled under domestic contracts increased by 18.1% (+23,145 contracts),
while the number of claims under international contracts decreased by 1.8%, which is explained by a
decrease in foreign trips and an increase in the number of re-registrations of cars with local license
plates among emigrants who left for other countries for long-term or permanent residence and are
switching to insurance in the country of residence. The volumes of paid insurance compensation for
2023-2025 under the contracts presented in Table 2 show an increase of 61.0%, reaching UAH
9,353,871.3 thousand in 2025.

The volume of insurance compensation under domestic contracts increased by 76.8%, which is
caused by both an increase in the average cost of losses and a general increase in the level of insurance
payments. Compensation under international contracts has a somewhat slower and more stable
dynamic (+29.9%), despite the decrease in the number of claims settled by paying insurance
compensation. This means that insurance companies make larger payments for fewer accidents,
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compensating for more significant financial losses. The rate of increase in payments (+61.0%) is lower
than the growth in insurance premiums (+108.7%), which indicates a decrease in the level of
unprofitability and improvement in the financial indicators of insurers.

Table 2. Amounts of paid insurance compensation for 2023-2025, thousand UAH

Indicator 2023 2024 2025 Deviation 2025/2023

+/- %
Under domestic agreements 3,846,480.6 | 4,810,288.8 | 6,801,741.0 @ +2,955,260.4 +76.8
Under international agreements 1,964,410.7 | 2,215,296.0 | 2,552,130.3 +587,719.6 +29.9
Total 5,810,891.3 | 7,025,584.8 | 9,353,871.3 | +3,542,980.0 +61.0

Source: Compiled by the authors [18].

Let us conduct a quantitative assessment of compulsory auto insurance on the financial market of
Ukraine based on foreign [5, 13] and domestic [19] calculation methods. The analysis was carried out
based on the following indicators:

1) the level of insurance penetration - characterizes the level of development of the insurance
market in the economy:

Insurance premiums

= X 9
™ Gross domestic product 100% (1)

2) Loss Ratio - reflects the unprofitability of the insurance portfolio:

_ Insurance payments

LR x 100% (2)

Insurance premiums

3) frequency of insured events - characterizes the intensity of occurrence of insured events:

Number of insured events

L= X 1 0,
'~ Number of concluded insurance contracts 00% (3)

4) average amount of loss - reflects the severity of insured events:

Amount of insurance payments (4)

Aal =

Number of insured events

5) portfolio unprofitability (Expected Loss) - gives an integral assessment of insurance risk:

EL= Lip x Aal (5)

The results of calculations of the above indicators for the quantitative assessment of compulsory
motor insurance are presented in Table 3.

Table 3. Quantitative indicators of compulsory auto insurance in the financial market of Ukraine

Indicator Unit of measure 2023 2024 2025 Deviation 2025/2023
+/- %
Insurance penetration rate % 0.21 0.22 0.33 +0.12 +57.1
Loss ratio % 41.63 41.96 32.11 -9.52 -22.9
Insurance claim frequency % 1.54 1.65 1.86 +0.32 +20.8
Average loss thousands UAH 40.65 44.46 56.41 +15.76 +38.8
(Expected Loss) thousand UAH 62.6 73.36 104.92 +42.32 +67.6

Source: Compiled by the authors [17; 18].

The level of insurance penetration of OSCPV in the financial market is low (1%), but it has positive
dynamics. The level of payments (Loss Ratio) is low (50%) and decreasing (-22.9%), which is a positive
trend, as it indicates a low loss of the insurance portfolio. The frequency of insured events is also low,
but has a negative trend, as it is steadily increasing (+20.8%), which indicates an increase in the intensity
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of the occurrence of insured events. The increase in the frequency of insured events led to an increase
in the average amount of loss (+38.8%), which indicates an increase in the severity of insured events.
The loss of the portfolio increased by 67.6%, which is a negative phenomenon, as it indicates an increase
in insurance risk.

6. Conclusions

Compulsory motor insurance is an important component of the insurance industry, which
provides financial protection for road users and has a significant impact on the country's economic
development. Especially in martial law, it allows citizens to avoid significant costs associated with
damage or destruction of vehicles. However, this area has a number of problems.

One of the main problems remains the insufficient level of public trust in insurance companies,
which is due to cases of delays in insurance payments, complex loss settlement procedures and uneven
quality of service provided by different insurance companies [11].

A key challenge for the insurance market, including the compulsory motor insurance market, is to
bring it into line with new European standards, but not all insurance companies are sufficiently
prepared in technological and financial aspects to implement changes [3].

Martial law and its economic consequences remain a serious challenge, making it difficult to
maintain the financial stability of insurers and properly fulfill their obligations to clients.

Also, scientists include the insufficient level of insurance coverage of certain risks, cases of
insurance fraud, uneven level of capitalization of insurance companies, lack of transparency in the
process of forming insurance tariffs, low level of awareness and insurance culture among the
population, the need to harmonize Ukrainian legislation with EU standards and requirements.

In the current conditions of reforming the insurance market, solving problems involves such key
areas as ensuring the financial stability of insurance companies, introducing digital technologies into
insurance services, and strengthening control over the functioning of the insurance market [4].

The prospects for the development of compulsory auto insurance are largely determined by such
factors as changes in the legislative framework, active digitalization, the introduction of InsurTech
technologies and telematic insurance, and increasing the level of financial and insurance literacy of the
population, since the need for further development is due to the need to adapt Ukrainian realities to
international standards of compulsory auto insurance [1, 6, 9].
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