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CONCEPTUAL FRAMEWORKS OF THE DEVELOPMENT OF
BANKING AND INSURANCE INTERACTION
IN MODERN CONDITIONS

The purpose of the article is to reveal conceptual frameworks for further development of the banking and
insurance interaction in order to ensure the growth of the value of banking and insurance business on
account of the more effective use of their potentials and opportunities.

1t is noted in the article that banking and insurance interaction is manifested as the provision of insurance
services through banking institutions — Bancassurance, the provision of banking services through insurance
companies — Assurbanking, the provision of integrated services within financial conglomerates — Allfinanz.

In the course of the research, it was determined that the banking channel for the sale of insurance services
is the most efficient, and Bancassurance is a system of insurance services sale through the extensive banking
network. The necessity and importance of the Bancassurance development, which is actively used in all
developed countries, but differs in scale, methods, organizational forms and final financial results, is revealed.

This is especially relevant in the context of reforming the regulatory bodies of the state financial market.
Within the study, the advantages and disadvantages of Bancassurance and the prerequisites for its
development are revealed. Particular attention is paid to the requirements to insurance companies in the

process of the Bancassurance implementation.

1t is noted within the article that the interaction of banks and insurance companies can be carried out at
different levels, from the level of the cooperation agreement, agency agreement, banking and insurance
cooperation, to the level of the corporate control through the mechanism of mergers and acquisitions and

financial supermarket.

Within the study the conclusions are made that further development of banking and insurance interaction
is conceptually aimed at increasing the role of commercial banks and the formation of ‘financial
supermarkets”, in which each customer can meet the needs of bank services, financial consulting, and

insurance.

Keywords: banking and insurance interaction, Bancassurance, insurance companies, banking

institutions, complex bank insurance.
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Introduction and research problem. At the
current stage of economic development, the state
supervision of the non-banking sector of the
financial market is being reformed in order to ensure
transparency, reliability and efficiency of its
functioning. Pursuant to the Law of Ukraine “On
Amendments to Certain Legislative Acts Concerning
the Improvement of Functions on State Regulation
of Financial Services Markets”, the National
Commission for Regulation of Financial Services
Markets was liquidated, and its powers were divided
between the National Bank of Ukraine (the NBU)
and the National Securities and Stock Markets
Commission (the NSSMC) (Law of Ukraine
No. 79-1X, 2019). As a result, the NBU has become
aregulator of insurance, leasing, financial companies,
credit unions, pawnshops and credit bureaus, and
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the NSSMC regulates private pension funds and
funds on the construction financing.

Therefore, the activities of insurance companies
and banking institutions from July 1, 2020 are con-
trolled by one body, which indicates their functional
proximity and meets international standards.

Thus, the supervision of banking institutions and
insurance companies by one supervisory authority
creates new opportunities for the development of
interaction between them. Therefore, there is a need
for in-depth study of various options for the
relationships between banking institutions and
insurance companies and their further application in
the domestic financial market.

The world financial science defines the integration
process of banking and insurance capital as a concept
of banking and insurance interaction.
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Recent publications analysis. Current problems
of the implementation of the banking and insurance
interaction, as well the ways of its improvement are
studied both by domestic and foreign scientists.
Theoretical and practical aspects of the improvements
of banking and insurance interaction are studied in
many scientific works of such scientists as
O. G. Agres, V. V. Volkova, A.M. Yermoshenko,
Yu. S. Klapkiv, V.M. Kremen, A. B. Loboda,
O. V. Cheberyako, and others.

Unsolved parts of the problem. However, it is
necessary to disclose the features of banking and
insurance interaction, and to consider conceptual
foundations of its development and improvement
in terms of reforming state regulation of the
financial market.

Research goal and questions. The purpose of
the study is to reveal conceptual foundations for
further development of banking and insurance
interaction to ensure the growth of the value of the
banking and insurance business through more
efficient use of potentials and opportunities of both
the banks and insurance companies.

Main findings. In current conditions, the
mechanism of the subjects’ functioning in the
financial market essentially changes due to
numerous innovations and increased competition
between them. The main phenomenon that
characterizes these changes is the integration
processes between banks and insurance companies,
which involve not only the merger of capitals,
but also the offer of fundamentally new services.

Banking and insurance interaction can take
place both on the basis of banking institutions and
on the grounds of insurance companies. Therefore,
its implementation involves the construction of
the cross-selling system in the following areas:
providing insurance services through banking
institutions — Bancassurance, providing banking
services through insurance companies
Assurbanking (Fig. 1).

Banking and insurance interaction is also imple-
mented within financial conglomerates (Allfinanz),
when the association involves production, trust,
investment and pension funds. In this case, it is
envisaged to combine banking, insurance and financial
services by one institution on the basis of convergence
of banking, insurance and industrial capital.

Banking and insurance interaction is aimed at
providing a package of financial services, which
envisage the availability of basic and additional
services. As a result, not only the quantitative
indicators of the interaction subjects, but also the
qualitative characteristics of financial services
increase.

Practical implementation of the cross-selling
technology of banking and insurance services is
considered a fairly new phenomenon in the
financial market. However, administrative barriers
to joint business development have already been
removed in many countries.

Promotion of banking products with the help of
insurance companies is almost undeveloped, even
the term Assurbanking is not yet generally
accepted. It is characterized by the entry into the
market of banking services of insurance companies,
which form a new process of interaction between
two sectors of the financial market and promote
the development of innovative mechanisms for
the distribution and sale of financial services.
Insurance companies interact with banking
institutions, primarily in the settlement process, as
insurers use bank accounts to obtain insurance
premiums and make insurance payments. In
addition, there is a practice of issuing plastic cards
in the office of the insurance company to obtain
insurance compensation, providing insurance
services on credit, as well as disseminating
information about loans through insurance
intermediaries.

Bancassurance is considered a more developed
type of banking and insurance interaction, which is

Banking and insurance
interaction

I

r\

Bancassurance —
implementation of joint
banking and insurance

services through banking
institutions

Assurbanking —
implementation of joint
insurance and banking
services through
insurance companies

Allfinanz —
implementation of joint
banking, insurance and
other financial services
through conglomerates

Fig. 1. Types of banking and insurance interaction
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actively used in all developed countries, but differs
in scale, methods, organizational forms and final
financial results.

Banking channel is the most effective channel of
the banking services sale, that is why Bancassurance
represents a system of banking services sale through
an extensive banking network.

Bancassurance is formed on the basis of
banking institutions because:

— the credit market is being actively
developed, and a developed network of banking
institutions is created;

— there is a high level of automatization of
business processes in banks, which accelerates
management accounting and financial analysis;

— is definite level of trust to banking institutions
is formed,;

— banks have got information on the property
and financial condition of customers;

— banks actively use investment instruments.

Bancassurance develops between the subjects of
financial intermediation, which have significant
differences, but as a result of interaction complement
each other. The synergetic effect of the combination
of banking and insurance opportunities for financial
services is manifested in increasing sales of
insurance services and optimizing the use of
financial resources and information.

As a rule, Bancassurance provides for the
implementation through banks of standard and
simple underwriting insurance services, which can
be both ancillary and additional services. However,
the simplest forms of interaction between banks and

insurance companies are supplemented by more
complex forms, which is due to the interest of banks
in new sources of commission on banking insurance
programs. Finally, more complex products, which
involve the provision of the related insurance
services integrated with banking programs, are
formed. This can be a mandatory insurance service
that is automatically provided by the bank or an
additional option of the client’s choice.

To ensure their activities, banking institutions
also use complex insurance products — BBB —
Bankers Blanked Bond, which is an important
component of Bancassurance (Panchenko, Maslyuk
& Gorylenko, 2020) (Fig. 2).

The essence of Bancassurance is the integration
of banks and insurance companies in order to:

— coordinate sales, combine insurance and
banking products;

— develop joint channels of their distribution;

— use the same clients’ base in order to get profit;

— use the total resources of financial institutions.

As a result, banking and insurance interaction is
directed for the increase of the activity efficiency of
banks and insurance companies on account of the
fullest provision of the needs of clients of financial
services (Table 1).

Therefore, Bancassurance provides competitive
advantages for the parties of the interaction and
improves the position of existing entities in the
market through:

— significant expansion of the customers’ base;

— increase in the amount of funds without
additional costs;

Bancassurance
v v v
Banking risk insurance, Insurance of financial risks Insurance of clients’ risks of
including BBB of banking institutions banking institutions
v v v

Property insurance in the
bank or by transportation
Insurance of criminal
actions against the bank
Electronic and computer
crime insurance
Professional and
employees’ liability
insurance

Insurance of ATMs and
cash in them, etc.

Loans insurance
Investments insurance
Insurance of accepted
guarantees

Less profit insurance
Insurance for reduction of
the insurance level, etc.

Mortgage insurance
Borrower’s life insurance
Accident insurance
Income loss insurance
Title insurance, etc.

Fig. 2. The main types of insurance services which are implemented under the terms and conditions of Bancassurance
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Table 1. Advantages of Bancassurance

For banking institutions

For insurance companies

For clients

1) diversification of the activity

2) increase of the clients’ loyalty

3) creation of a new source of profit

4) increase of the involved free funds
of insurers

5) cost reduction due to package sale
of services

6) quality improvements of banking
services

7) strengthening the reputation

1) expanding the range of services

2) increase of the customers’ base

3) growth of insurance revenues

4) growth of insurance portfolios

5) cost reduction for the implementa-
tion of insurance services

6) quality improvement of insurance
services

7) image improvement of insurance
companies

1) wide choice of services

2) apossibility to receive banking
and insurance services at one place

3) reduction of services cost

4) time savings

5) increase of servicing quality

6) growing trust

7) growing demand

and opportunities

Increasing the value of the business through more efficient use of potentials

— formation of new sources of financial receipts;

— obtaining additional profit as a result of
interaction;

— risks minimization for the subjects of interaction;

— costs reduction for doing business and
providing services;

— optimization of the customers’ satisfaction.

The disadvantages of Bancassurance include the
following:

— reduced attention to the main activity;

— the need for changes in the legislation and
standards;

— possible conflict of interests;
complicated pricing for services;

— increase in workload for employees;
different approaches to the definition of
trade secrets;

— possible contradictions in the formation of
strategic directions of the development.

The process of Bancassurance is a consequence
of the transformation of the modern financial
market. That is why, it is believed that for the
development of integration processes between
banking institutions and insurance companies,
preconditions both at the level of the financial
market, and at the level of credit institutions and
insurance companies must be formed.

The main prerequisite for the development of
intertwining activities of banks and insurance
companies is their functional proximity and the
existence of common interests. Banking and
insurance have a lot in common, so the struggle for
customers and capital markets often intersects.
However, for the development and deepening of
Bancassurance there must also prerequisites, namely:

— active development of the banking and
insurance markets;

— increasing competitiveness level both in
the banking and insurance markets, which
encourages the growth of the channels of the
financial services sale;

— efficiency drop of the functioning of indirect
channels of the insurance services sale;

— formation of infrastructural support for
effective change of information between insurance
and banking segments of the financial market;

— the need to diversify types of financial services
for the market subjects;

— ensuring the appropriate level of technical
capabilities and automation of business processes of
banks and insurance companies;

— availability of the developed corporate culture
on the levels of banking institutions and insurance
companies;

— availability of the trained personnel for
effective work in the conditions of the active
development of the banking and insurance business.

International experience shows the importance of
the stage of selection of interaction partners, since
Bancassurance involves the organization of single
business processes, the creation of the unified business
processes, the formation of the unified information
system and appropriate personnel policy. Therefore,
in the process of implementing the strategy of banking
and insurance interaction, the in-depth analysis of the
mentioned below levels is carried out:

— the level of technological promotion of
insurance services;

— the level of automatization of the business
processes of banks and insurance companies;

— the level of the personnel training able to work
efficiently in the conditions of Bancassurance;

— the level of corporate culture of the interaction
subjects.

In modern conditions, an important obstacle to
the development of banking and insurance
interaction is the low level of automation of the
business processes in insurance companies.
Therefore, some requirements are put before
insurance companies, which they must fulfill.

1) It is important for insurance companies to
focus on the maximum volume of sales and revenue
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by improving the quality of customers’ servicing.
That is why the insurer must be honest in its business,
know the needs of its customer, be attentive to the
little things and be ahead of customers’ expectations.

2) Insurance companies need to actively improve
the technical level of the customers’ service and
introduce digital technologies for insurance policies.

3) Insurance services must be clear, universal
and easy in underwriting, which will allow to form
package banking and insurance services taking into
consideration the needs of customers.

4) The software of insurance companies must be
integrated with the software of banking institutions
to avoid obstacles by implementing Bancassurance.

In practice, we can meet different levels of
interaction between banks and insurance
companies (Fig. 3).

The initial level of Bancassurance is concluding
the cooperation agreement between an insurance
company and a bank, which envisages the provision
by the insurance company some services to the bank
and its clients.

Some scholars believe that such cooperation
cannot be considered Bancassurance, because these
agreements don’t provide interaction of the sales
channels and the creation of common products.
However, for the countries, where the financial
markets are being formed now, this is an important
component of banking and insurance interaction

In Ukraine, this interaction is regulated by the
Rules of cooperation between banks and insurers
related to lending. Under these Rules, banks and
insurers undertake to avoid any concerted and
coordinating actions that restrict competition
between banks, or between insurers in the relevant
markets (The League of Insurance Companies).

The Rules contain the basic principles of
cooperation between insurers and banks, special
requirements of legislation to their cooperation. The

main requirements to the banks’ behavior are
identified, in particular: informing the insurers,
borrowers by the bank; establishing the requirements
for the insurers by the bank, checking the compliance
of the insurer with the requirements of the bank.

The next level of banking and insurance
interaction is an agency agreement with the bank,
which provides for the bank to perform the
functions of an insurance agent and is aimed at the
distribution of insurance services by the banking
institution and its network.

Banks that act as insurance agents have the right
to freely choose partners-insurers that meet the
requirements of the bank.

When a bank acts as an insurance agent or
conducts a joint campaign with the insurer to sell a
banking and/or insurance product, it may influence
the setting of insurance rates under the agreements
concluded with the bank’s borrowers. If the bank
and the insurer combine lending and insurance
services into a set of inextricably linked services
(single product or package of services), such
insurance agreement must meet the requirements of
the bank to insurance agreements (The League of
Insurance Companies). That is, when concluding
agency agreements, banking and insurance
interaction significantly expands.

An even deeper level of interaction is banking
and insurance cooperation, which provides for the
establishment of a contractual association by the
partners, in order to form on a contractual basis, the
most favored treatment in all spheres of cooperation.
This level of banking and insurance interaction
requires coordination the joint business on the long-
term temporary base.

The next level of banking and insurance
interaction is corporate control, which involves the
application of a control mechanism through mergers
and acquisitions, through which the bank or the

Bank
Bank
Bank Bank
Corporative Bank
- : control through Financial
Cooperation Agency Banking and the mechanism supermarket
Agreement Agreement insurance of merges and Insurer
acquisitions
Insurer
Insurer
Insurer
Insurer

Fig. 3. Levels of the Bancassurance development
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insurance company can achieve its strategic goal.
The mechanism of merger and acquisition allows
you to effectively use sales channels, to expand and
diversify the list of services and the clients’ base.
This is a widespread and effective strategy of the
Bancassurance implementation, which is used in the
financial services markets of foreign countries.

The highest level of banking and insurance
interaction is a “financial supermarket”. The
implementation of this level of banking and
insurance interaction is possible only by the
participation and complementarity of different
financial institutions: private pension funds, banks
and insurance companies, investment funds, which
activities complement each other.

In this case, the subjects of interaction should be
closely integrated not only at the level of structural
units that provide services to the customers and
ensure the sharing of sales channels of financial
services, but also at the level of units that do not
perform work related to customers (Insurance Case).

Conclusions and further research proposals.
Thus, further development of banking and insurance

interaction is conceptually aimed at enhancing the
role of commercial banks and the formation of
“financial supermarkets” based on them in which
each client can meet the needs of banking services,
financial consulting and insurance.

In Ukraine, there are significant differences in
the principles of building the banking and
insurance business, as well as there is no legal
basis for the establishment of such companies.
According to the legal framework, Bancassurance
is implemented in Ukraine through cooperation
agreements between banks and insurers related to
lending, as well as agency agreements. A real form
of the Bancassurance development is joint
ownership of a bank and an insurance company
within a financial-industrial group.

However, the creation of the specialized
companies of Bancassurance and financial
supermarkets, which ensure the sale of banking
and insurance products to individual and corporate
clients of banks, as well as provide insurance
protection of banks themselves is a promising area
of the financial market development.
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KOHUEIITYAJIBHI 3ACA/IU PO3BUTKY
BAHKIBCHKO-CTPAXOBOI B3AEMO/III B CYUACHUX YMOBAX

MeTo10 CTaTTi € PO3KPHUTTS KOHIENTYaJbHUX 3aCaj PO3BUTKY OaHKIBCHKO-CTPaxOBOi B3aeMOmmil ISt
3a0e3MeueHHs] 3pOCTaHHs BapTOCTI OAaHKIBCHKOTO 1 CTPaxOBOTO Oi3HECYy 3aBISKH OibIl e()EeKTHBHOMY

BHKOPHUCTAHHIO iXHIX MOTCHIIATIB 1 MOXKJIIMBOCTEH.

V crarTi 3a3HaYeHO, 1110 OAHKIBCHKO-CTPAax0Ba B3a€MOIisl IPOSBIISETHCS SIK HAJIAHHS CTPAXOBHX MOCITYT
yepe3 OaHKIBChKI ycTaHoBH (Bancassurance), HagaHHS OaHKIBCHKHX IOCIYT Yepe3 CTPaxoBi KOMITaHIT
(Assurbanking), HaaHHS IHTETPOBAHUX TOCIYT Y MexaX (hiHaHCOBUX KoHIIoMepaTiB (Allfinanz).

VY nporieci TOCHIHKEHHS 3’ ICOBAHO, 110 OaHKIBCHKHI KaHAJ peai3allii CTpaXoBHUX MOCITYT € HAaHOIIbII
edexTuBHUM 1 Bancassurance (6aHkocTpaxyBaHHS) PO3BHUBAEThCS MK JBOMa Cy0’e€kTaMH (DiHAHCOBOTO
MTOCEPEIHUIITRA, AKI MAIOTh CYTTEBI BIAMIHHOCTI, ¢ B Pe3yJIbTaTi CIIBIpaIll JOITOBHIOIOTH OJIMH OHOTO.
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Po3kpuBaeThcsi HEOOXIAHICTD 1 3HAUSHHSI PO3BUTKY OaHKOCTpaXyBaHHS, IKE aKTUBHO BUKOPUCTOBYETHCS
y BCIX pO3BUHEHHX KpaiHax, ajie BiJpI3HAEThCS MacmTabaMH, METOJIaMH, OpTaHi3aliiHUMH (opMaMu
1 KiHIeBUMH (DIHAHCOBUMH pe3yibraTaMu. lle 0COOMMBO akTyalbHO B yMOBaxX peOpMyBaHHS OpraHiB
JIePIKABHOTO PEryitoBaHHs (iHAHCOBOTO PHUHKY.

PosmisiHyTO HIepeBaru Ta He1o KM OaHKOCTpaxyBaHHS, 4 TAKOXK IIEPELyMOBH HOro po3BuTKy. OcobiuBy
yBary NpPHIUIGHO BUMOTaM, SKi BHCYBalOThCS JO CTPaXOBUX KOMIIAHIM y TIporeci peaizaiii
0aHKOCTpaXyBaHHSI.

VY crarTi 3a3HadeHo, IO CHIBIpalsd OaHKIB 1 CTPaxOBUX KOMIIAHIA MOXe 3IIMCHIOBATHCS Ha Pi3HUX
PIBHSAX — BiJI piBHSA YTOJM HPO CIIBIPAI0, areHTCHKOT yroau, 0aHKIBCHKO-CTPAXOBOi KOOTepallii 10 piBHS
KOPIIOPATUBHOTO KOHTPOJIIO YePe3 MEXaHi3M 3IUTTS 1 MOMIMHAHH Ta (HiHAHCOBHH CylepMapKerT.

3a pe3ynpTaTaMu JOCIiHKSHHS 3p00JICHO BUCHOBOK, IO MOAJBUINI PO3BUTOK OAHKIBCHKO-CTPaXOBOI
B3a€MO/Iii KOHIIENITYaJIbHO CIPSMOBAaHUI Ha TIJBHIICHHS POJIi KOMEpIiHHKX OaHKIB Ta (hOpMyBaHHS Ha
iXHI OCHOBI «(IHAHCOBHX CYIEPMapKETiB», y SKUX KOXKCH KIIEHT MOXE 3aJ0BOJLHHTH IOTPeOU
B OaHKIBCHKOMY OOCITyTOBYBaHHI, ()iHAHCOBOMY KOHCAJTHHTY Ta CTPaxyBaHHI.

KurouoBi cjioBa: 6aHKIBCHKO-CTpaxoBa B3a€MOIisl, 0AaHKOCTPaXyBaHHS, CTPAaXOBl KOMIIaHii, OaHKIBChKI
YCTaHOBH, KOMITJIEKCHE OaHKIBCBHKE CTPaXyBaHHS.
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