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Introduction 
Insurance – one of the major, but the least studied branches of economy. Insurance has arisen for a long time, and the satisfaction of various requirements of the person connected with insurance protection in various unforeseen situations was the main mission of insurance.
Disagreements between the person and the nature (flooding, storms, earthquakes and other natural accidents) on the one hand, and conflicts in a society (economic, political, religious etc.) on the other hand, together create conditions for occurrence of the negative consequences having casual character. There is a certain risk, characteristic for any social and economic relations. All these circumstances promoted occurrence and development of branch of insurance all over the world.
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1. The economic significance of insurance
Insurance is an integral part of a life of company. It is a financial system, allowing reducing risks, consequences of the unforeseen events menacing to well-being, and sometimes and to existence of people or the enterprises. Specificity of insurance as economic category is characterized by following signs: - casual character of natural accident or other destroying force; - damage expression in the monetary or natural form; - necessity of the indemnification; - realization of the actions connected with liquidation of consequences of concrete event [1].
In the conditions of market economy insurance becomes one of the most dynamical branches of economic activities. Insurance promotes protection of valuable interests of people and the enterprises, and as stability and reliability of enterprise activity. The availability of insurance protection stimulates development of market relations and activity.

2. Functions of insurance
Function of insurance can be studied at macroeconomic and microeconomic levels to capture as specificity of risks of separate individuals or events, and influence of insurance on economy functioning as a whole.

Insurance functions at macroeconomic level the following:
1. Maintenance of a continuity of production; 

2. Clearing of the state of additional charges; 
3. Stimulation of scientific and technical progress; 

4. Protection of interests of the suffered persons in civil responsibility system; 

5. Concentration of investment resources and stimulation of economic growth.

Function of maintenance of a continuity of production assumes that insurance creates financial arrangements for fast restoration of activity for the enterprises, which have suffered owing to approach of insured accident. Clearing of the state of additional charges is ensured by creation of security funds. If a fund were not, all costs connected with liquidation of consequences of natural accidents, failures, explosions and other incidents, would be covered from public funds, which are rather limited.

Function of stimulation of scientific and technical progress in insurance is shown doubly. First, insurance societies fix attention of the corporate clients to dangerous elements of technologies and products, thus stimulating their elimination. Secondly, insurance societies or at intermediary of various funds finance the various actions directed on increase of reliability of products or technologies. Protection of interests of the suffered persons in system civil - legal responsibility is provided for the account of insurance civil - legal responsibility physical and legal bodies concerning a damage put to the third parties. Concentration of investment resources and stimulation of economic growth is provided thanks to that the reserves created by means of insurance, are put in the state securities, in the action of the enterprises and the financial companies, in banks and real estate.
Insurance functions at macroeconomic level are: 

1. Risk function, 

2. Accumulation function, 

3. Function of simplification of financing, 

4. Preventive function, 

5. Possibility of concentration of attention on uninsurable risks.

The essence of brave function consists in a rearrangement of possible risks of the insurer on the insurer to keep financial stability at insured event approach. Accumulation function in insurance plays the important role as provides preservation of health and accumulation of means for maintenance of a comprehensible standard of living in case of disability.
Function of simplification of financing has some aspects. First, the insured at insured accident approach, on the basis of the insurance treaty, receives insurance indemnity which compensates losses sustained. Secondly, the enterprise can to include insurance payments (awards) in the certain size in the costs, that is in the price of the products or services. Thirdly, some kinds of insurance are obligatory for reception of credits or property purchase. Preventive function of insurance is very important. Before insurance making contract risk underwriter evaluates possible risks and offers system of actions of the preventive character, allowing to supervise a class of risk on an insured object.
Possibility of concentration of attention on not insured risks assumes that at the conclusion of the contract of insurance, the businessman releases itself from many excitements connected with insured risks, and can give more attention to strategic planning of activity of the enterprise and studying of risks of a market conjuncture [2].
2. Principles of creation of insurance products

Creation and action of insurance products is based on the several principles creating uniform concept of an insurance product, and as regulating work of the insurance mechanism:
1) Compensation or indemnification Principle. The insurance purpose – to ensure compensation of the put damage, instead of creating a profit-earning capacity. Differently, compensation, which the person receives after insured accident approach, cannot exceed the caused damage. At insurance movable and real estate and the interests connected with it this principle is not difficult for observing, as, unlike personal insurance, it is obviously possible to advance extent of damage. But with personal insurance business is more difficult because not probably to calculate, how many actually there is a disablement by the person. One more important practical aspect of this principle is connected with the right of the requirement of recourse or the right to demand compensation of damage from the guilty person. Proceeding from this principle of insurance after the insurer has paid insurance indemnity; it adopts a chose in possession in connection with the paid sum.
2) The Lawful insurable interest. At insurance making contract there should be an insurable interest concerning insured object, and this interest should be lawful. In the Latvian legislation the insurable interest is advanced “the Law on the insurance treaty” as “interest not to bear losses at peril insured approach”. In property insurance by such interest the property right but as it can be the right of use or managements according to which the responsibility of the user compensation to the holder of the caused damage is more often is. In personal insurance it is considered to be that except unlimited interest to the life the insurable interest concerning other persons so is still possible, how much valuable interests of the insured (for example, debtors have a valuable interest to the creditor at a rate of an amount of loan – the bank can require at the borrower to insure the life in favor of bank at a rate of an amount of loan) depend on a life and health of the given person.
3) The Risk insured. It is possible to insure only against risk – sudden and an unforeseen event, but not such event which possibility of approach can be expected. The insurance essence consists not in covering the future damage arising with the course of time, for example, natural deterioration of object, which is usually mentioned among insurance treaty exceptions to the rules. Dynamics of a risk insured is characterized by the elementary relation between two basic indicators of risk – frequency of approach and gravity of consequences. The more the damage, the less often it comes, and on the contrary – it is a lot of examples of small, insignificant losses.

4) The Responsibility of granting of the information. The given responsibility is characteristic for both parties of the insurance agreement – the responsibility of the insurer to acquaint the insured with all terms of assurance, in turn, the responsibility of the insured to grant all information present at its order on a peril insured. This circumstance is especially important, as, concluding the insurance treaty, the parties are not in equal items; though can seem that insurers are more powerful than clients, but for this moment it is possible to consider that at the command of the client there is more extensive information on the property or actions.
5) The Principle of the direct reason. If insurance pays one damages, and at the same time does not compensate others, it is important to define a clear boundary where one cause of damage comes to an end and another as it is important for definition of the size of compensation begins [3].

3. The insurance market of Latvia
Development of the insurance companies and increase in their number explains special attention to increase of their efficiency of functioning. To the insurance companies as to objects of management specific properties that speaks a kind of given services – insurance protection are characteristic. Insurance is one of the branches which activity the state supervises and supervises special methods. Supervising institutions (in Latvia – the Commission on supervision of the market of the finance and the capital), which main task – maintenance of performance of duties with participants of the insurance market (the insurance companies and intermediaries) and protection of the rights of clients, mainly by means of the control of a financial condition of participants of the market and observance of rules of law [4] are created.
The structure of the insurance market of Latvia considerably differs from structure of the markets of the European union and the world as a whole. The insurance market of Latvia last years continued the development, and within last two years the considerable gain of the signed insurance awards both by brave kinds of insurance, and by life insurance kinds is observed. The volume of the insurance market by brave kinds constantly increases – the sums of the signed awards (3. drawing). A gain banks and the leasing companies which demand from the clients buying on tick or leasing of apartment, have mainly provided houses, cars, it is obligatory to insure this movable and real estate. Volumes of the signed awards by brave kinds in Latvia with 2001 for 2007, in Lats 
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Dr. 3. Volumes of the signed awards on brave insurance 
In turn, on brave kinds of insurance it is possible to explain a gain of volumes of the signed awards as increasing interest of legal bodies to insurance of the workers, and increase of popularity of memory kinds of insurance.
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Dr. 4. Volumes of the signed awards on life insurance 
From 2001 for 2004 in the insurance market of Latvia brave insurance with relative density more than in 90 % dominated. For last three years relative density of brave insurance has a little decreased, and the data for 2007 testifies that the relation between brave kinds of insurance and life insurance makes 84 % (insurance of risks) and 16 % (life insurance) [5]. The disproportion that was formed in the market of Latvia not only does not correspond to world tendencies where about 60 % occupies life insurance (5. Drawing), but we considerably lag behind even Lithuania and Estonia where life insurance occupies about 35 % from gross weight of the insurance market.
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Dr. 5. Comparison of volumes of the signed awards on brave insurance and life insurance
The problem consists in a proportion between insurance kinds. Insurance portfolios are not balanced. The insurers who are engaged in brave insurance, have too taken a great interest in the insurance concerning transport, thus insufficient attention giving to property insurance, insurance of civil-law responsibility does not develop in sufficient rates, agricultural risks, and many other things practically are not insured. The given structure does not answer structures of insurance portfolios of the European insurers where kinds of insurance with high and low degree of risk are balanced.

New obligatory kinds of insurance are not entered. Thus the proportion structure between voluntary and obligatory kinds of insurance also does not answer practice of the developed countries where there are tens obligatory kinds of insurance and thus to each representative of a society social safety [6] is guaranteed. It is possible to draw a conclusion that in Latvia it is not made yet enough to reduce the given disproportion and that the insurance market developed according to world tendencies. Tax privileges and other actions have not given sufficient stimulus for life insurance development. But, despite it, the gain of volumes of the market of life insurance proceeds, and sooner or later the volume and a proportion of the market of life insurance of Latvia will reach level of Europe in percentage.

At present for insurance branch other questions are not less actual also. Under the influence of competitive struggle on a number of risks there were reduced prices as the price was used as the main tool for attraction of clients. In the short-term period in a prize there were clients. Looking at long-term prospect – anybody will not win. Separate kinds of insurance incurred losses almost to all insurance companies, and losses mean that they are necessary for preventing to provide a necessary covering for all kinds of insurance. The today's price policy ignores all economic indicators, including inflation which was high enough in such with insurance the connected branches as medicine, the real estate and car-care centre services that appreciably promoted increase of the cost price of insurance services.
The problems connected with the relation of some insurance companies to observance of specifications, established by the state and performances of obligations to clients are actual also. More rigid supervision and working out of the mechanism of sanctions, which will be realized in practice, can be the decision of the given problem. The culture of insurance as is one of the problems to which decision not enough attention is given. In a society the education system concerning insurance is not created. Journalists, who take up the questions connected with insurance in mass media, are insufficiently competent of the given sphere. For example, compensation is called as insurance awards though actually this term in insurance designates payments for insurance.

It is possible to mention still variety of problems which are necessary for staticizing and solving. How much successfully decisions of these problems will be found and realised in practice, the so quickly insurance market of Latvia will come nearer to practice of the developed countries and insurance will get the same value and weight in economy, as all over the world. It is possible to predict that the brave insurance market of Latvia not only will grow, but also will vary. The main reasons of changes will be in stabilisation of relations between the price and quality, and as in prompt growth of separate kinds of insurance. Demand for insurance services varies together with time and change of public values. Safety as value becomes more and more important. Analyzing tendencies of demand of services, it is possible to draw a conclusion that else more recently the greatest volumes of the signed awards were observed on sale of obligatory types of service - MPTL, MOD (at car purchase in leasing). Today the given kinds of insurance still keep leaders positions, but more and more actual there are voluntary kinds of insurance services.
The market of brave insurance all over the world is changed the same as banking services. One of main criteria of a choice of insurance service become time and conveniences, therefore electronic insurance became the decision for economically active and taken people. Demand for e-policies will promptly grow, as possibility to offer insurance services on the Internet allows saving time and human resources, thus keeping prices down. The data of researches testifies that more than half of economically active inhabitants of Latvia would give preference to purchase of insurance services through the Internet as it allows saving time considerably. The given purchase is carried out conveniently and simply and as it can be made at any time, furthermore is cheaper, than coming to insurance office during working hours.
Undoubtedly, insurance through the Internet is focused on physical persons though the enterprises and other legal bodies can use it. World practice testifies, what exactly individual buyers are those who most of all estimates and uses advantages, which are given by electronic insurance. For example, in Finland where such services are accessible some years, e-insurance gives considerable relative density among physical persons. Having generalized the information of several insurers on results of electronic insurance, it is possible to draw a conclusion that the given share of the market will grow, as insurance on the Internet buy not only youth and townspeople, but also people from all regions, representing all age groups. But, despite it, legal bodies all over the world prefer more traditional and conservative kinds of insurance [7].
The important factor of development of branch is informing and company formation as it creates the open and confidential relations. Insurers wish to see the clients knowing and assured of the rights and possibilities, using insurance services as knowing character and variants of offered services, before the consumer new possibilities can open. In general, growth of the insurance market will proceed, and an intense competition will be saved. At the same time, insurers should search for all new means of a competitiveness as profitability in the insurance market should improve. It is conclusive means a rise in prices for services in conformity their real cost price and economic processes in the country.
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S. Polovko 

Latvijas apdrošināšanas tirgus attīstības tendences 

Apdrošināšana ir viena no svarīgākām, bet vismazāk izpētītām ekonomikas nozarēm. Tā ir finanšu sistēma, kas pasargā no riskiem, neparedzēto notikumu sekām, kas apdraud cilvēku vai uzņēmumu labklājību, bet dažreiz arī pastāvēšanu. Ir virkne pazīmju, kas raksturo apdrošināšanas kā ekonomiskās kategorijas specifiku – rodas zaudējumu atlīdzināšanas objektīvā vajadzība, zaudējumi tiek atlīdzināti naudas vai naturālā formā utt. 

Apdrošināšanas funkciju izpēte tiek īstenota makro un mikro līmenī, lai aptvertu gan atsevišķu indivīdu vai notikumu risku specifiku, gan apdrošināšanas ietekmi uz ekonomikas funkcionēšanu kopumā. Apdrošināšanas produktu veidošana ir balstīta uz virkni principu, kas palīdz regulēt apdrošināšanas mehānisma darbību. 

Tirgus struktūra Latvijā būtiski atšķiras no tā, kāda tā ir Eiropas Savienības valstīs un pasaulē kopumā. Latvijas apdrošināšanas tirgū pēdējo gadu laikā tika novērots straujš parakstīto prēmiju pieaugums gan risku, gan dzīvības apdrošināšanas veidos, un var prognozēt, ka tirgus attīstība turpināsies, saglabājoties sīvajai konkurencei. Vienlaikus, apdrošinātājiem būs jāmeklē arvien jauni konkurences līdzekļi, jo rentabilitātei apdrošināšanas tirgū ir jāuzlabojas. Tas nenoliedzami nozīmē pakalpojumu cenu celšanos atbilstoši to reālajai pašizmaksai un ekonomiskajiem procesiem valstī.

S. Polovko 

TENDENCIES OF DEVELOPMENT OF THE LATVIAN INSURANCE MARKET

Insurance is one of the major, but the least studied branches of economy. It is a financial system protecting from risks, from consequences of the unforeseen events representing threat to well-being, and sometimes and to existence of people and the enterprises. There is a number of the attributes describing specificity of insurance as an economic category - there is an objective necessity of the indemnification, losses are compensated in the monetary or natural form, etc.

Studying of functions of insurance is carried out on macro and micro levels to capture both specificity of risks of separate persons and events, and influence of insurance on functioning of economy as a whole. Development of insurance products is based on a number of the principles, helping to adjust action of the insurance mechanism.

The structure of the insurance market of Latvia considerably differs from other countries of the European community and the world as a whole. In the Latvian insurance market the fast gain of the signed premiums both by risk insurance, and in life insurance for the last few years is observed, and it is possible to predict, that development of the market will proceed at presence of a sharp competition. At the same time, the insurance companies will be compelled to search for all new competitive advantages since it is necessary to improve profitability in the insurance market. It inevitably means increase of the prices for services according to their real cost price and economic processes in the country.

C. Половко 

ТЕНДЕНЦИИ РАЗВИТИЯ СТРАХОВОГО РЫНКА ЛАТВИИ 

Страхование – это одна из важнейших, но наименее изученных отраслей экономики. Это финансовая система, предохраняющая от рисков, от последствий непредвиденных событий, представляющих угрозу благосостоянию, а иногда и существованию людей и предприятий. Существует ряд признаков, характеризующих специфику страхования как экономической категории – появляется объективная необходимость возмещения убытков, убытки возмещаются в денежной или натуральной форме и т.д. 

Изучение функций страхования осуществляется на макро и микро уровнях, чтобы охватить как специфику рисков отдельных лиц и событий, так и влияние страхования на функционирование экономики в целом. Разработка страховых продуктов основывается на ряде принципов, помогающих регулировать действие страхового механизма. 

Структура страхового рынка Латвии значительно отличается от других стран Европейского сообщества и мира в целом. На Латвийском страховом рынке в течение последних лет наблюдается быстрый прирост подписанных премий как по рисковым видам страхования, так и в страховании жизни, и можно прогнозировать, что развитие рынка продолжится при наличии острой конкуренции. В то же время, страховые компании будут вынуждены искать все новые конкурентные преимущества, т.к. необходимо улучшать рентабельность на страховом рынке. Это неизбежно означает повышение цен на услуги в соответствии с их реальной себестоимостью и экономическими процессами в стране.
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