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Annotation. .Insurance is an effective mechanism for protecting the property interests of both persons injured in road
accidents and persons responsible for causing harm. With the insurance of civil liability of vehicle owners, it is
achieved the goals of protecting the economic interests of possible damage causers, as well as protecting the property
interests of third parties who may be injured. The introduction of compulsory motor vehicle liability insurance in our
country has made it possible to remove a humber of issues, both material and social, arising from the road accidents.
The development of this segment is now difficult, since it is a low-profitable sphere of insurance business due to a
whole range of problems. The state is trying to solve current problems, but these measures often have a point nature and
the positive result of their impact is quickly exhausted. It is necessary to solve a whole series of issues not only in the
economic sphere. The purpose of the study in this article was to study the status of the civil liability insurance market
for vehicle owners in Russia, to identify the factors that affect its functioning, as well as negative trends that impede its
normal development. We made a conclusion about the need for a systematic approach to solving the problems of this
segment.
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1.INTRODUCTION

Despite the fact that the number of accidents and the
number of persons injured with severe consequences as
a result of these accidents has been reduced on the
roads of Russia in recent years, the issues of
compensation for damage do not lose their relevance.
One of the key mechanisms is insurance (Schwarzer,
2005). This is due to the fact that the violator of the
rights of the persons injured often lacks the means to
compensate for damage in the value equivalent. And
the existence of a certificate of insurance enables to
pay damages within the insurance coverage.

This line of insurance stipulated that the third party is
the damage carrier, and not the policy holders
themselves; the unintentional actions of the policy
holder are the basis for the occurrence of damage

(Velichko & Osadchaya, 2015, p. 103).

A number of factors influence the processes motor
vehicle liability insurance. For the most part, the
implementation of this type of insurance in a
mandatory form is unprofitable for a large number of
regions of the Russian Federation.

Due to the fact that this type of insurance is
unprofitable, and its termination is difficult due to
legislative restrictions, the insurance companies are
currently considering a mandatory form of civil
liability insurance for vehicle owners solely as a
burdensome activity with the need to minimize losses

from its implementation (Fedorenkov, 2016, p. 26).

2. INVESTIGATION OF FACTORS
AFFECTING THE MOTOR VEHICLE
LIABILITY INSURANCE MARKET IN RUSSIA

As such factors we considered: the quantitative
composition and structure of the vehicle fleet; the
number of road accidents (RAs); the number of
individuals injured; the share of RAs with serious
consequences; the share of RAs with material damage;
the RAS causes.
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The analysis showed that there has been a dynamic
increase in the number of vehicle fleet in Russia over
the past 13 years. In 2016 there was an increase in the
number of vehicle fleet with a decrease in the number
of persons injured in RAS.

After a certain decrease in the growth rate in 2008-
2010, the growth rate was about 5% per year in 2011-
2014. Crisis phenomena in the economy in 2014-2016,
which led to a decline in the purchasing power of the
population, fall in sales of cars, led to a fall in the
growth rate of the vehicle fleet (0.9% in 2016). On the
other hand, the demand for motor vehicles has reached
a certain saturation and demand has somewhat
decreased. The structure of the Russian vehicle fleet
remains almost unchanged (the share of cars is slightly
higher than 82%).

We analyzed the ratio of the number of vehicle fleet
and the number of compulsory motor vehicle liability
insurance contracts (OSAGO) from 2004 to 2016
(Figure 1). The share of OSAGO contracts concluded
throughout the analyzed period is less than 100% of the
vehicle fleet. And if the share increased annually from
the moment of introduction of this type of compulsory
insurance, there has been a tendency to reduce the
vehicle fleet insured under OSAGO in recent years. At
the end of 2016, the share fell to an extremely low
level of 68.5%. A third of the vehicle fleet owners in
Russia did not insure their liability on a mandatory
basis.

Over the past three years, the level of accidents on the
roads has a tendency to decrease. In 2016, the number
of RAs, in which the persons injured were caused harm
to life or health, decreased by 5.6% compared to 2015.
This is against the background of an increase in the
number of wvehicles. Such positive dynamics is
evidently associated with the geography expansion of
the use of instrumentation and video cameras.

We also analyzed the dynamics of the number of
persons injured of different severity on the roads of
Russia. We identified the tendency to decrease in
number of persons injured and also the persons died as
a result of RAs.

2016 showed a decrease in the number of RAs by 5.6%
(compared to 2015) and a slight increase in the number
of reported insured events (by 0.7%). In 2015, the
decrease in RAs was 7.9%, while the increase in the
claimed insurance events was 1.2%. According to the
market analysts, the share of insurance fraud is very
high in this segment - according to various estimates,
the share of payments under OSAGO accounts for 15-
20% of fraudulent ones (Trinchuk & Zelenitsa, 2017,
p. 299).



The analysis of factors affecting the motor vehicle
liability insurance market in Russia showed that there
was an increase in the vehicle fleet with a simultaneous
reduction in the number of OSAGO contracts.

3. FUNCTIONING FEATURES OF THE
CIVIL LIABILITY INSURANCE
MARKET OF VEHICLE OWNERS IN
THE RUSSIAN FEDERATION
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Drawing 2. Share of the civil liability insurance
segment of vehicle owners in the Russian insurance
market

The payment dynamics in the analyzed segment
deviates from general trends in the market
development as a whole in 2015 - 2016. In 2016,
the market payments decreased by 0.7%, and the
payments for the segment studied increased by
36.7% (Central Bank of the Russian Federation,
n. d). This indicates a high loss ratio for these
types of liability insurance. The high growth rate
of payments is associated with the growth of the
cost of motor vehicle parts and the actions of
traffic lawyers. The payment ratio for the
insurance market does not exceed 50% as a whole
(Figure 3). The OSAGO payment ratio grows,
reaching a critical value of 73.7% by the end of
2016, which indicates the activities of policy
holders almost at the break-even point. These
lines of insurance are seemed to be low-profitable
to the policy holders (Alyakina, 2012, p. 37).

The trends in collecting premiums in the motor vehicle
liability insurance segment in 2012-2014 are close to
the trends of the insurance market as a whole. In 2015,
the insurance market slowed down its growth rate
(3.6%), and the research segment grew by 42.5%,
which was associated with a change in the OSAGO
tariff rates (Figure 2).
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The predominant share of premiums and
payments in this segment of the insurance market
falls on OSAGO premiums (97.2% on premiums
and 97.3% on payments in 2016). But the role of
voluntary motor vehicle liability insurance is high
in a market economy (De Mot, 2014). The
OSAGO certificate may not cover the costs of the
person injured for vehicle repairs. For example, if
more than one vehicle has been injured in an
accident, a compulsory insurance often does not
cover the damage and the offender will have to
compensate for the damage in excess of the
insured amount at his own expense. Such
problems may be removed by the voluntary
motor vehicle liability insurance (DSAGO).
According to the above, the main problem of
OSAGO and DSAGO is the high loss ratio. We
could note the following OSAGO problem:
reduction in sales of certificates by insurance
companies in regions with a high level of
unprofitability; sale of other insurance products
as an obligatory condition for the sale of OSAGO
certificate; dissatisfaction of consumers by
payment understating; violation of the payment
terms due to imperfections in the technology of
settlement of losses and business processes in the
insurance companies; low level of awareness of
citizens.

In terms of solving the problems, it is necessary
to implement the following. The examination
control should be a function of the policy holder.
It is necessary to develop relevant documents
regulating these issues. It is required to introduce
spme measures of economic responsibility for the
examination unreliability.



It is necessary to develop a national concept for
ensuring traffic safety, taking into account the
requirements of the legislation on regulation of
relations for compulsory insurance liability of
vehicle owners. We consider it necessary to
toughen the responsibility measures for the
violation of the Road Regulations.

All this will contribute to the improvement of the
insurance mechanism of the motor vehicle
liability insurance.

4.CONCLUSIONS

The civil liability insurance of vehicle owners
enables to compensate for all or part of the losses
of the persons injured, regardless of the financial
condition of the damage causer (Faure, 2014).
The analysis made revealed the following.

1. There is an increase in the number of vehicles
with a simultaneous decrease in accidents on the
roads and fatalities in RAs in Russia. But there is
a decrease in the share of vehicle owners who
have insured their civil liability under OSAGO, at
least.

2. The motor vehicle liability insurance market
occupies one fifth of the insurance market, so the
problems of this segment negatively affect the
market as a whole.

3. The overwhelming role is taken by OSAGO in
the segment, the role of voluntary insurance is
negligible. The payments are growing at a rapid
pace and the loss ratio is very high. The segment
becomes unprofitable for the policy holders.

5. It is required to solve a number of issues not
only in the economic sphere: development of the
state concept of insurance of motor vehicle
liability, development of insurance service
standards, improvement of liability measures.

5.SUMMARY

One of the most important areas of the insurance
market development should be civil liability
insurance of vehicle owners (Derrig & Tennyson,
2011). The state should pay special attention to
this segment. The motor vehicle liability
insurance performs not only compensation and
economic, but also social function (Sun, 2013).

The analysis shows that a lot of unsolved
problems have accumulated in this segment over
the years. The main one is the high
unprofitableness of this segment, which forces
the policy holders to reduce the volume of
operations under OSAGO and DSAGO. The
increase in tariffs is currently an extensive way of
development and will not allow solving the

problem of unprofitability. The share of vehicle
owners who have insured their liability on a
mandatory basis is declining annually.

It is necessary to revise the state's approaches to
the motor vehicle liability insurance in the part of
offering some point measures. It is necessary to
develop a national concept of traffic safety,
within its framework - the "road maps" for the
development of motor vehicle liability insurance.
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