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9mbsgdgdo 33eogdol Bglisbgd (2009-2021%F) gb®oo 4

oo PR NC compensation GDP
2009 12231087 76122 1794128 18921
2010 13017329 28287 1788287 2660
2011 12649284 29472 1802002 2860
2012 16372530 33656 2083369 3040
2013 17197400 44943 2370046 3150
2014 21561746 87554 3852165 3290
2015 23041672 97640 4453671 3490
2016 37585900 127012 6459840 3390
2017 27488569 136294 6421464 3660
2018 71347825 935215 7766964 3840
2019 87181378 1216911 11609269 4030
2020 68038699 649047 10563835 3760
2021 76866796 946896 13681091 4150
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-

nepece4yeHu 16807217, (3413421,8 (16807217,0
e 10110319 2960403,3 3,41518309 | 0,0076862 |34,1342 1 3 7
MepemeHHa 6,00568E- 55,073564 |28,307444 |55,0735640
A X1 41,690504 5,916061 7,047003822 05 28,3074 1 6 5
NepemeHHa 0,00326906 3,9338123 (1,0766711 |3,93381231
A X2 2,5052417 0,6315081 3,967077637 4 11,07667 2 1 8
MNepemeHHa 0,33093156 352,472639
A X3 -293,42168 285,52142 | -1,027669599 4 1-939,31 (352,47264 | -939,316 8
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337500900l 3MMYEHG0S gbMowo 8
PR NC compensation GDP
PR 1
NC 0,97344878 1
compensation 0,94507917 | 0,88118844 1
GDP -0,1795077 | -0,0966942 | -0,195170534 1
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93060303600 3ymdoMgmdOL 45wdx mdIBGO00d BoMEH035© 2500Mb L3O FgambegzEgd0Ib
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3mbsgdoms LBs@GolGogs 2000-2022¢. gbMogro 9
PR NC compensation gdp
2000 1356820 10630 570348 6750
2001 2780268 11940 684290 6970
2002 2650980 18698 785350 7880
2003 2290360 15705 568474 8740
2004 3456290 24390 674560 10780
2005 4568802 22568 863459 11200




2006 5750368 19670 456730 12900
2007 6598930 21805 610802 16993
2008 8284046 34435 1093246 20066
2009 12231087 76122 1794128 16948
2010 13017329 28287 1788287 26600
2012 12649284 29472 1802002 28600
2012 16372530 33656 2083369 30400
2013 17197400 44943 2370046 31500
2014 21561746 87554 3852165 32900
2015 23041672 97640 4453671 34900
2016 37585900 127012 6459840 31900
2017 27488569 136294 6421464 36600
2018 71347825 935215 7766964 38400
2019 87181378 1216911 11609269 42300
2020 68038699 649047 10563835 36600
2021 76866796 946896 13681091 41500
2022 84946715 1313216 28190358 46570
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Null Hypothesis: D(GDP,2) has a unit root

Exogenous: Constant

Lag Length: 2 (Automatic - based on SIC, maxlag=4)

gbMogro 10

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -5.754082 0.0002
Test critical values: 1% level -3.857386
5% level -3.040391
10% level -2.660551
*MacKinnon (1996) one-sided p-values.
Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 18
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(GDP,3)
Method: Least Squares
Date: 01/21/23 Time: 00:56
Sample (adjusted): 6 23
Included observations: 18 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
D(GDP(-1),2) -4.103769 0.713193 -5.754082 0.0000
D(GDP(-1),3) 1.867756 0.541239 3.450891 0.0039
D(GDP(-2),3) 0.711313 0.263389 2.700614 0.0172
C 166.5019 846.7933 0.196626 0.8469
R-squared 0.904062 Mean dependent var -56.11111
Adjusted R-squared 0.883504 S.D. dependent var 10496.48
S.E. of regression 3582.607 Akaike info criterion 19.39870
Sum squared resid 1.80E+08 Schwarz criterion 19.59656
Log likelihood -170.5883 Hannan-Quinn criter. 19.42598
F-statistic 43.97597 Durbin-Watson stat 2.336068
Prob(F-statistic) 0.000000

Pgotrem: Eviews 360ma®sd@o «HOhmbggeymas
©030-89MO0L GgbBHom 890mfdgdsd 69wm3zsb 303mmgHsBY 56396s,0m3 ghmgMeo 3glgo
56M0L 533MMYMgL0MEo OMOL YM0gOOL dmEgedo.(probbality) sedm™d5-0,0002-0b GHemeos.
306500096 259my9gb9dmo MHMOomOo (360030 BESE0MbIMME0, 53900 065 3MWEOIWMYMSDo,
G0deol dobgzom dgo@bs ARIMA dm@geol 356599@6Mm9d0, 3960dme@ 9d3-m30L  dmEgerols
dmmbm3zbowo 35M5dgBHMmgdo  Gglodsdolbmdsdo dmzos ARIMA (1 2 10)-0sb.
933-L 3MmabmboMgds

Dependent Variable: D(GDP)

Method: Least Squares

Date: 01/21/23 Time: 01:02

Sample (adjusted): 3 23

Included observations: 21 after adjustments
Convergence achieved after 9 iterations
MA Backcast: -7 2

gbMogro 11

Variable Coefficient Std. Error t-Statistic Prob.
C 1872.421 545.2444 3.434095 0.0030
AR(1) -0.372285 0.229751 -1.620387 0.1225
MA(10) -0.850036 0.071527 -11.88411 0.0000
R-squared 0.619426 Mean dependent var 1885.714
Adjusted R-squared 0.577139 S.D. dependent var 3235.393
S.E. of regression 2103.902 Akaike info criterion 18.27254
Sum squared resid 79675290 Schwarz criterion 18.42176
Log likelihood -188.8617 Hannan-Quinn criter. 18.30492
F-statistic 14.64846 Durbin-Watson stat 2.126377
Prob(F-statistic) 0.000167
Inverted AR Roots -.37
Inverted MA Roots .98 .80+.58i .80-.58i .30-.94i
.30+.94i -.30-.94i -.30+.94i -.80-.58i
-.80+.58i -.98

Pgotrem: Eviews 36Hma®sdmmo NbHMbggmymas
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3°9080bsMg 0dgsb, ®md 9d3-b dmbsi399900 2000 Herosb 2022 Farols Rsmgzwom dgoEog
Bo35600bqdL o 503530 Md9dL, 2030 farsdg 3OHMybmBs sB39bs, Gmd 2023-2024 §F s 2026-
2027 §% 3560065 996905 sgowo, 2027 {erol 8999y by 390m©go 3339006 5085300Mmdsb,
MMIgeoi UGB MEIOs 2029-2030 {Hegddo. dm393Eo 3GMABMBOL byg3mdz9gw By Fbmerme
35Lbolidygdmdol EsHBM3930L5T0 OL3ZZ60L 4539mgds  FgdgdgE0s 03 2o0MgImMYd0EID
390m30bsMg, GMmI 9d3-U (330 gdsHg dmddngdl IM350 Bod@MmMo, s sBY3g  LEWwoO
39L505F0LMBS 5T MO BodBHMML FMMOL 396 05MLYOJIL. OfIMBdol JoBbom Tggs ARIMA

990 EsHBP3930L 309300l 3O MABMBOoMmGdOLIMZ0L

Forecast: GDPF
Actual: GDP
Forecastsample: 1 10
Adjusted sample: 3 10
Included observations: 8
Root Mean Squared Error
Mean Absolute Error
Mean Abs. Percent Error
Theil Inequality Coefficient
Bias Proportion
Variance Proportion
Covariance Proportion

1633.154
1109.321
9.839705
0.058419
0.031111
0.018196
0.950693

50065 3609300l JMEEMdOL EOMOmO 3)IM030L LESEOMbIOEMdS.

bEogombsdnmmdol BgGo  (PR) gbMogro 12
Null Hypothesis: D(PR,2) has a unit root
Exogenous: Constarit
Lag Length: 1 (Automatic - based on SIC, maxlag=2)
| | t-Statistic Prob.*
IAugmented Dickey-Fuller test statistic -6.761508 0.0000 5)
Test critical valuest 1% level -3.831511
5% level -3.029970
10% level -2.655194
*MacKinnon (1996) one-sided p-values.
arning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 19
IAugmented Dickey-Fuller Test Equation
Dependent Variable: D(PR,3)
Method: Least Squares
Date: 01/21/23 Time: 06:54
Sample (adjusted): 5 23
Included observations: 19 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
D(PR(-1),2) -2.480947 0.366922 -6.761508 0.0000
D(PR(-1),3) 0.657513 0.216771 3.033217 0.0079
C 120729.9 3210048. 0.037610 0.9705
R-squared 0.840902| Mean dependent var -27202.42
IAdjusted R-squared 0.821015| S.D. dependent var 33008363
S.E. of regression 13964715| Akaike info criterion 35.88591
Sum squared resid 3.12E+15| Schwarz criterion 36.03503
Log likelihood -337.9161| Hannan-Quinn criter. 35.91114
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1. General outline of the work
The relevance of the work. Various causes have contributed to the growth of market relations and the
establishment of diverse kinds of ownership, which have produced hazards. The underdevelopment of
the risk management mechanism manifested itself in the failure of newly formed businesses, the refusal
to accept projected earnings, the disruption of commercial relationships, and other negative outcomes.
There was an objective need for insurance, which led to an increase in demand for consumer insurance
products to compensate for the objective perception of risks and projected bad outcomes.In addition to
typical insurance products, the need has evolved to cover the claims of victims from diverse professions.
The rise of new types of professional activity (auditor, appraiser, stock market broker, etc.), combined
with a lack of actual experience in relevant domains, can bring substantial harm to all participants in
economic processes. There are numerous causes of damage, but they are all related to errors committed
by specialists. Consequently, the necessity to compensate for losses caused by risks originating in
various fields of endeavor has increased the requirement for professional liability insurance.
Due to the low level of insurance culture in Georgia, the absence of a sufficient legal framework, the
lack of demand from potential insurers, and other economic issues, professional liability insurance was
not considered at all for several decades. The first appearance of this insurance product on the Georgian
market was in 1999, but it failed to gain traction. It held barely 0.9% of the market share in 2004.
Professional liability insurance's function within the system of economic relations must be determined.
The current insurance products offered by insurance firms in this field demand a more in-depth
analysis in light of the changing economic and social climate and the intensifying rivalry among
insurance companies.
Establishing solid legal and theoretical foundations for professional liability insurance will allow for
the development of a comprehensive system of various types of professional liability insurance. At this
level of development, it is vital to implement mandatory insurance for the categories that are increasing
most rapidly, such as medical professional liability insurance and auditing.
Considering that professional liability insurance is becoming a strategically significant sector of
insurance, it is necessary to examine the difficulties and perspectives of its development, which largely
dictated the dissertation's primary focus. This insurance product is less the focus of scientific
investigation and more the topic of particular consideration. The obstacles that impede the
development of insurance against professional risks are diverse and profession-specific. The main
conclusion of the article is the establishment of a financial mechanism for professional risk insurance,

which will contribute to the growth of this insurance market segment.



Research subject and object. The subject of the study is the system of insurance interests, economic and
legal relationships originating from the professional liability insurance market for representatives of
various professions.
The objectives and goals of the research. The objective of this study is to examine the international
experience with professional liability insurance, to uncover its characteristics, and to define and create
the primary directions for its entry to the Georgian insurance market.
In accordance with the purpose of the study, the following tasks were found to require resolution:
+ FExamining the substance and characteristics of professional liability insurance, as well as its
function in the insurance industry;
+ An examination of the legal foundations of liability insurance and professional liability in
particular;
international research on professional liability insurance practices;
Analysis of factors influencing the growth of professional liability insurance
Justification of the need to bring specific types of professional liability into insurance company
practice and the existing legislative framework.
+ Examining ways for evaluating the level of professionalism.
The methodological and theoretical foundation of the study is comprised of the opinions of local and
global insurance professionals, as well as statistical data and legislation. The insurance supervision's
reports, publications, financial and statistical data played a significant part in the study of the evolution
of professional liability insurance. The research employed qualitative and quantitative analysis, the
empirical research method, actuarial reporting, and the mathematical forecasting approach.
There is no complex literature on professional liability insurance in Georgia's scientific literature. It is
regarded as a standalone issue in insurance manuals. N. Kakashvili, J. Shatirashvili, T. Verulava, T.
Simonia, A. Tsintsadze. Publications by Thomas A. Marrinson, John H. Mathias, Richard M. Heins, and
others.
Scientific reports of research findings.
+ All economic subjects' demand for professional liability insurance is identified and structured;
+ An algorithm has been developed for an insurance company's entry into the professional
liability insurance market, taking into account the insurance interest of professional persons in
this type of insurance, including the professional liability insurance tariff rate and the process
of establishing rules.
+ An empirical analysis was conducted to determine the influence of factors on the development

of professional responsibility; Based on the factors identified as a result of the empirical analysis,



the ARIMA-autoregressive model is used to forecast the development of the sub-sector; On the
basis of the analysis of the state of professional responsibility in the insurance market of
Georgia, the problems of the sub-development sectors have been identified.
The practical value of the research rests in insurance firms' adoption of the strategy for evaluating
professional liability insurance rates. Also, insurance companies can use the results of the study to
determine the tariff policy and develop the subsector's development strategy. From an academic
standpoint, it is appropriate to use the issues addressed in the study in the educational process of higher
education institutions when teaching insurance business.
The length and composition of the paper. The "Financial mechanism of professional liability insurance" thesis
contains 154 pages, three chapters, eight subchapters, an introduction, a conclusion, a list of references, and
appendices.

The framework of the dissertation is based on the objectives, tasks, and logic of problem solving.
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2. The main content of the thesis

In the first subchapter "Theoretical aspects of liability insurance and its role in the economy" of the
first chapter of the work "Economic essence of professional liability insurance" - the historical stages
of the understanding of responsibility and the establishment of the need to compensate for losses are
examined. Even ancient Roman records attest that the formation of liability among sea carriers served
as the foundation for the development of insurance in general, upon which insurance organizations
were founded. Modern liability insurance was utilized in France as early as the nineteenth century. At
the turn of the 20th century, civil liability legal relations evolved into one of the most significant
subfields of insurance. However, the research materials revealed that it required a long time to build
insurance for predicted loss/damage directly attributable to professional hazards.Responsibility, as a
person's moral obligation to do the assigned task, did not require an agreement; nonetheless, over time,
indifference in professional activity caused injury to third parties, which included the person, property,
and institution/organization.

In the 1911 dictionary he prepared, the renowned satirist Ambrose Bierce defined responsibility as "a
weight that can be easily passed to God, fate, fortune, success, or a neighbor." Historically, it was
common practice to place obligations on a star. Bierce did not evaluate the aphorisms relating to
people's behavior in terms of the unpredictability of behavior and therefore attributed all of their action
to luck; hence, he did not instruct people to make a prudent decision before to beginning the assigned
duty.

According to American psychologist Julian Rotter, responsibility is a type of human activity
regulation". Individual accountability in psychology is intrinsically tied to the concept of "subjective
control level." This definition attributes behavior control to the individual, which corresponds to a
high level of human development. The extensive explanation of responsibility provided by Fyodor
Dostoyevsky takes us closer to the notion of insurability: "Every man is responsible to all men, to all
men, and to everything." This concept establishes the necessity of liability insurance and highlights the
presence of a mutual insurance mechanism based on the "one for all and all for one" principle of
insurance fund development.

The perspective of American psychologist Louise Hay on responsibility "When we decide to take
responsibility for ourselves, we stop wasting time blaming other people and situations, i.e., things that
have nothing to do with us," contradicts Bierce's view and, in our opinion, lays the groundwork for
people to take care of their responsibility for the transfer of related negative outcomes to a third party

in a civil manner.



Responsibility is a concept of ethics and law that expresses an individual's unique social and moral-
legal attitude toward society. It possesses psychological aspects. This situation combines the legal and
moral foundations of responsibility, the mechanism of which is expressed in the relationship between
the responsible party and the object for which they are responsible.

Simultaneously, steps for the fulfillment of bilateral responsibilities are monitored. This is exemplified
by the civil obligation that each individual has towards the state, society, and vice versa. Controlling
the interaction encourages the desire to transfer damages incurred in the event of an accident, which
insurance successfully accomplishes.

In classical philosophy, the comprehension of responsibility is contingent upon the comprehension of
liberty. In his behaviorism theory, atheist B. F. Skinner argues that if we see human behavior as a
deterministic process, it is difficult to discuss responsibility. Responsibility is one of the requirements
of freedom, and freedom is one of the manifestations of responsibility. Responsibility implies that a
person is aware of the conditions of the case and the requirements imposed upon him, the non-
fulfillment or improper fulfillment of which becomes the subject of judgment, as a result of which it is
necessary to determine what caused the process violation: deliberate action or ignorance. Aristotle held
that even in the event of damage owing to ignorance, a person faces a double liability: responsibility
before the court for the outcome of the unfulfilled or badly performed deed. Skinner states, "We
humans are totally reliant on our past." Specifically, our behavior is a "product" of the prior time, i.e.,
we repeat behaviors that have been established in the past. Individual differences in behavior are
therefore dependent on factors established and reinforced in the past, as freedom is not permitted in
experimental analyses of behavior.

In fact, Skinner asserted that determinism is an absolute requirement for the study of human behavior.
"In order to apply scientific methods to the study of human behavior, we must presume that conduct
is predictable and conditioned."

The logician ]. M. Bochenski was the first philosopher to assert that responsibility is a formal logic of
relationships, suggesting that if someone is accountable to another for something, the relationship
should be double or even triple. In this instance, comprehension of responsibility is full, as dual
relationships include triple relationships, although the chain of ties can continue to increase. For
instance, the president is responsible for everything in the country, yet it is hard to assign this level of
responsibility to a single individual due to the complex web of interactions in which authorities

participate.



Due to the fact that economic policy, legal legislation, which regulates the economy in general, is
generated not by triple, but by more constitutive relationships, the concept of responsibility also
encompasses a broad scope. Thus, the following aspects can explain the notion of responsibility:
Operational responsibility is the obligation of a person to carry out the responsibilities entrusted to
him. Final obligation - the obligation of the leader to ensure that the personnel accomplish their given
jobs effectively. Ultimate responsibility is the manager's ultimate responsibility, which he fulfills
through his staff, whereas operational responsibility is the responsibility of the employees who carry
out the assignment.
Thus, the responsibility allocation is multidimensional. We may describe the suitable form of causal,
moral, legal, or other responsibility. First, we can ascribe them to criminal activity, moral guilt, legal
liability, etc. By interpreting several forms of responsibility, it is feasible to devise a system in which:

» Civil liability;

» disciplinary responsibility;

» Material responsibility;

» Criminal liability;

» Administrative responsibility.
According to the scope, it becomes an object of insurance when the damage or loss is not caused by the
purposeful act of a person; otherwise, it does not belong to the scope of insurance and becomes an
object of strict legal liability.
The transition to a market economy has increased the responsibility of economic entities for economic
decisions, including: responsibility for the performance of contractual relations with partners,
maintaining and strengthening the image, the final results of activities, conducting social policies
within the enterprise, and preventing socio-economic negative consequences associated with the
failure and bankruptcy of enterprises.
The dissertation focuses on the discussion of professional accountability and the construction of the
insurance financial mechanism. In order to develop a strong financial mechanism, it is necessary to
examine the variables that lead to the risks that arise when professionals make judgments. One of the
determinants is the decision maker's psychological profile. In practice, it occurs when a decision-maker
places his own viewpoint above accountability, leading to recklessness and a negative outcome. Due to
these and other factors, the enterprise's end outcome is not approved, so creating the managers'
responsibility, which, in addition to psychological factors, is tied to their professionalism.
At the microeconomic level, liability insurance in an enterprise-institution has a double effect: first, in

exchange for a small insurance premium, human resources are saved because the responsible party



focuses solely on uninsured risks and pays more attention to the strategic management of the enterprise
when signing the insurance contract. Secondly, professional employees and their material state will be
preserved, which, according to the theory of human capital, is a fundamental condition for the
development of production.
As for the macroeconomic level, the sums included in the state budget in the form of taxes, the
temporarily free cash resources supplied to the financial market, by providing financial resources for
the re-production processes of enterprises-institutions, create new opportunities and thus contribute
to the expansion of state finances in the case of the profitability of the insurance company.
In this approach, the multiplicative effect of the insurance sector's circulation of monetary resources
leads to macroeconomic stability.
In the second subchapter "Types of professional risks and associated assessment options", risk is
examined as a relational phenomena. Riskology studies professional liability risks and its management
mechanisms infrequently. The effort includes the development of an algorithm for professional liability
risk management.
To clarify the term, professional risks are classified into two categories:

3. The risks posed by a technically and technologically dangerous production element;

4. Risks resulting from a person's actions or inactions in the course of their professional duties;
In his article titled "Professional risks: the problem of analysis and management," V. D. Roic identifies
professional risks as hazards covered by social insurance, arguing that "the study of professional risks
as one form of technogenic risks is pertinent." First, it relates to the implementation of statutory social
insurance measures to protect workers from the dangers of industrial accidents and occupational
diseases.In the same article, Roic discusses the difficulties associated with studying occupational
dangers, such as their complexity, diversity, and difficulty in predicting the future. Roic's approach to
professional risk management is appropriate, but it excludes the analysis and evaluation of risks
anticipated by the professional during the performance of professional duties. Consideration of
occupational risks limited to industrial accidents and occupational disorders is insufficient. The risk of
an individual with a certain profession making an error in the performance of his duties should be
included. Occupational risks can only be analyzed, assessed, and preventive management actions
developed through a sophisticated assessment.
Due to our familiarity with scientific studies on losses caused by risks in the field of economics, we are
persuaded that professional risks account for a smaller proportion of losses. In enterprise-institutions,
the rules and methods of risk management are not implemented, and as a result, there is no in-depth

study of the recognized risk-generating elements, which would show professional hazards among the



causes of non-acceptance of profit and bankruptcy risks. annual "white spot" Such a lack of
understanding enhances its relevance in regard to professional risks, as every citizen is a daily user of
products and services produced by professional employees, and compliance with the rules and norms
of their production is a life insurance for every individual.

In Georgia, losses caused during the performance of professional responsibilities in many professions
(medical, legal, construction) are substantial; one of the causes for this is the absence of demand for
maintaining worker safety. In 2019, Statutes "On Labor Safety" established the requirements of
employers of enterprises with greater risk, heavy, harmful, and dangerous conditions, including: "The
employer is required to offer accident insurance at his own expense for the duration of the employee's
employment." This paragraph applies to heavy, hazardous, and hazardous workplaces with increased
risk. The minister's administrative-legal act establishes, for the purposes of this law, the accident
insurance regulations and procedures "(Labor Safety Law (Article 5, Clause 9, 2019). Article 6 of the
same law requires the employer, based on the particulars of the working conditions and activities:

a) take precautions to prevent current hazards;

b) evaluate risks and threats that cannot be avoided;

c) ensure the threat is reduced, including the eradication of its source.

Despite the recent growth in legal protection for professional liability, procedures that would
immediately identify the risk factors of errors made during the performance of a particular activity and
determine the amount of projected losses have not yet been developed. Due to the lack of a system for
evaluating the level of professionalism, this is the case. This is evident from the examination of the
processed materials.

The third subchapter "The significance of the development of professional liability insurance in a
market economy" - one of the conditions for completing the dissertation's research tasks is the
awareness of professional liability, which is related to the emergence of financial problems people face.
When there was no mechanism for compensation, the professional's obligation to indemnify a third
party often resulted in dismissal. The professional applies the contract-based knowledge within the
relevant institution.

In modern economic relations, especially at the macroeconomic level, ex ante and ex post approaches
are often used, which were developed by the Swedish economist G. Myrdal in the early 30s. According
to the ex ante approach, the parties' decisions should be spelled out with great precision in the contract;
this enables the parties, if necessary, to identify the error they made and the reasons for it
(irresponsibility, unfavorable situation of the person, adventurism, etc.). Myrdal called ex post the

"accounting" method, which means that with this approach the obtained result is described. By



translating these methods into the context of professional liability, we can formulate the following
strategy: when drafting an employment contract, the rights and responsibilities of a professional, as
well as the possible reasons for their violation, will be spelled out in detail. This strategy will facilitate
the determination of ex post guilt and the use of professional liability insurance.

In the history of society's evolution, the rational man was replaced by the irrational man, and people
began to strive for success. High risk is associated with irrational decisions. Risks stem from the
unpredictability of future outcomes, which are influenced by four primary factors:

1. Lack of information necessitating the expenditure of time and effort;

2. Competitors' and rivals' actions, the analysis of which necessitates additional costs, specific
approaches, etc.

3. Randomly realized factors that are known at the time of decision making, but their form and degree
of implementation are unknown.

4. In the future, a factor may arise that is not known at all at the moment of decision-making.

A. Smith, D. Ricardo, J. Mills, as well as I. Schumpeter and I. Tunen, received considerable attention
from adherents of classical economic theory. They view a person as a risky and uncertain income seeker
who undertakes unanticipated risks.

The transition to a market-based economic system introduced new risks associated with a great deal of
unpredictability. This is due to:

1. The freedom to choose a profession;

2. Unspecific information on labor market demands;

3. The absence of a mechanism for assessing professional risks;

4. Incorrect definition of one's own responsibility framework - based on perception;

5. The absence of legal regulation of professional responsibility (only determined by strategic plan in
enterprise-organizations).

The emergence of new risks, the source of which is the human factor, is precipitated by an increase in
uncertainty and irrational human decision-making. Rationality in professional activity, in our view,
should be considered in two phases: first, when a person chooses a profession using a rational approach,
and second, when he acts as a professional and believes he is acting rationally.

Nonetheless, rationalism cannot be viewed as a method for eliminating risk, as it is possible that what
is rational for one subject may be irrational for economic subjects working in a specific field. Free
economic relations bring about new dangers. The increase in the risk of liability in professional
activities is not a new phenomenon, but it is well known due to market principles. First, the expansion

in demand for professional liability insurance was brought about by the modification of property rights.



Regardless of intellectual ability, the new opportunities to own private property and realize one's own
ideas have replaced the status of the employee with that of the employer. Possessing a low level of
education and taking on significant responsibilities increased the degree of professional liability risk.
These modifications necessitated the need for safety precautions during professional activities. During
the transition period, there was a quantitative crisis of new professions in the country. This has been
replaced by a qualitative crisis, as the "high degree of risk - high insurance premium" approach of
insurance companies has made the organization of professional training relevant.

Although the Georgia insurance market offers insurance against the risk of liability according to
professions and the Civil Code's regulatory rule (Articles 839-843) also applies, professional liability
insurance is still in its infancy. In the law, professional liability insurance is not designated as a separate
object of regulation; instead, it is included in the civil liability insurance product, making it difficult
for professionals to decide whether to purchase insurance. It is difficult to attract insurers because there
are no normative acts distinct from civil liability in which the common parameters of professional
liability will be established, and because different insurers approach the same product differently.

In the first subchapter "Professional liability insurance in foreign countries" of the second chapter of
"The state of professional liability insurance at the modern stage" - - the stage of professional
insurance's development and the current state in developed countries are discussed.

Under German law, the general concept of professional liability insurance encompasses forms of
insurance for property interests of various categories of subjects who may cause actual damage to third
parties in the course of their professional activities. The demand for insurance protection among
persons engaged in professional activities is steadily increasing, Since in contemporary reality, against
the backdrop of the evolution of the market system, it has acquired new forms of market competition,
Moreover, a number of factors necessitated the need for professional liability insurance: the awareness
of the population regarding their legitimate rights and interests, the increase in the well-being of
citizens and, consequently, the increase in the total set of solvency and the amount of damage, the
increase in the number of causes of damage related to the industrialization of society, the development
of technology, the possibility of a broad interpretation of damage in court forms, and, as a result, the
possibility of obtaining compensation for damage, have all contributed to the increase in the likelihood
of obtaining compensation for damage. All of the enumerated causes are a result of the economic and
social guarantees, rights, and liberties that the global society has attained during its development.

In international practice, there are numerous professional liability insurance systems, which can be

categorized into four major categories:



1) individual insurance of a lawyer in a private insurance company (Germany, Finland, Netherlands,
Japan, Brazil);

2) self-insurance, i.e., insurance through the Bar Association - mutual insurance companies (Canada,
Great Britain, South Africa, Australia);

3) collective insurance, when the representative of the bar association signs the insurance contract with
the insurance company, taking into account the interests of all members (Denmark, Belgium, Sweden,
Israel);

4) muddled insurance, when the representative of the bar association negotiate For example, when a
professional lawyer is insured by a mutual insurance society, he can additionally insure his own liability
risk with any private insurance company.

Since the 1960s, Western nations have actively considered the issue of patient compensation. There
was a consistent upward trend in the number of complaints made by patients to doctors and medical
organizations during this time period. This was due to the increase in the legal awareness of the
population, the development of the legal services market.

In a number of countries, especially the former Soviet Union, professional liability insurance for
medical workers, as well as liability insurance in general, began only with the transition to a market
economy. However, due to the lack of an adequate legal system for assessing and compensating patients
for damages, it still does not play a significant role in the debate over the safety of vaccines.

There are two primary approaches to the issue of compensation for harm to the life and health of
patients in international practice. The first is the system of tort liability. In this instance, the injured
patient is only entitled to compensation if the medical professional is at fault. In the majority of
countries around the world, including the United States, Japan, Germany, and France, a similar system
exists. This approach allows for the possibility of a waiver in the event that the doctor and his clinic
are found not guilty. Consequently, in a number of nations (Sweden, Australia, Finland, and Denmark),
there is a system of liability insurance for damages in which the insured is not at fault. Unlike tort
liability, this system allows the patient to receive compensation without proving the doctor's fault.
True, the amount of compensation in this circumstance is typically legally limited, unlike tort liability,
which allows for a much more affordable insurance system. In this approach, the medical institution is
willing to pay compensation without going to court, and it is effective in countries where doctors
perform their duties diligently. In this instance, the amount of compensation is minimal, and
consequently, the institution's insurance premium is set at an acceptable level. On the one hand,
payments to patients without confirming the guilt of doctors are exempt from all analyses,

examinations, and expertise; on the other hand, such an approach can lead to a violation of the scheme



for taking drugs in outpatient form, resulting in harm to human health. This is uncommon in developed
nations, where people value their health and the sale of most drugs over-the-counter is restricted.
The American health care system as a whole is characterized by high costs of professional liability care,
the cause of which is the professional's apparent fear of committing a professional error that harms the
patient and leads to litigation. A typical American doctor spends between 7 and 10 percent of his annual
income, which averages around $80,000, on insurance. Since 2019, medical liability insurance
premiums have increased by approximately 30% per year, with 12 states experiencing 10% premium
increases in 2021. The loss ratio for this type of insurance in the United States is currently a low 70%.
Early in the twenty-first century, however, the loss ratio exceeded 100 percent.

The British model of medical liability insurance differs from the American model due to the country's
public health system, which requires public doctors to carry insurance. The cost of liability insurance
is paid separately, but then deducted from the income tax base. Joining a mutual insurance society or
purchasing a policy from a commercial insurer provides insurance. Non-profit organizations Medical
Defense Union and Medical Protection Society hold the top positions in the liability insurance market
for British doctors. Over 80 percent of the UK medical professional indemnity insurance market is
dominated by mutual insurance societies.

I'm curious about the origins of professional liability insurance in the former Soviet Union.

The nation that implemented all economic and political reforms first - Estonia - even surpassed others
in this type of insurance. The rules governing professional liability are specifically spelled out in
Estonian legislation, namely:

» In the case of professional liability insurance, the loss that resulted from a professional error is
insured, making the insurer responsible for the loss. In the event of a loss to the insurer that
results in damage to a third party, the insurer is responsible for compensation.

» In the event of a claim for compensation and in the event of its denial, compensation for
damages caused by the insured and/or costs of legal defense and examination may be payable.

» If the object of the insurance is the provision of medical services, then only the costs of errors
made in the course of providing those services will be covered.

A noteworthy aspect of Estonian law is that professional liability insurance is only valid in the location
specified in the insurance contract. If the place of action is not specified, the Republic of Estonia is
assumed to be the location.

Based on a review of the professional liability systems and regulatory acts of the Georgian insurance
market, we have determined that the professional liability insurance of Georgian physicians does not

present an opportunity for the growth of this market segment. In the country, only tort liability in the



form of civil liability is utilized, which is triggered only in the event of a patient's claim, which occurs
infrequently.

The French law on the organization of the legal profession from 1991 mandates insurance coverage.
its professional civil liability and insurance contract can be negotiated by a particular attorney, group
of attorneys, or legal organization. In accordance with the law, a minimum insurance amount of $2
million per year has been established. EUR, determined per attorney. An insurance contract can be
negotiated by a single attorney, a group of attorneys, or an organization of attorneys.

In Japan, Italy, Romania, and Denmark, the employer is only responsible for moral hazard
compensation, and the national social insurance system reimburses medical expenses. In the United
States, Austria, France, and Germany, employers are only liable for damages caused intentionally.
According to us, the responsibility of the employer is not a form of professional responsibility; rather,
it is a measure to avoid making errors in management decisions, which can manifest themselves in the
form of various risks and result in employee injury, company loss, etc. In this instance, professional
liability insurance cannot be used to compensate for losses resulting from risks.

Thus, professional liability insurance is offered in various forms and under various conditions in foreign
countries. This type of insurance is distinguished by the professional's awareness of the risks associated
with his or her responsibilities, the insurer's determination of the optimal insurance premium, and the
protection of the fairness of loss compensation in the event of an insured event. Reviewing foreign
practices and analyzing the characteristics of various insurance markets affords the opportunity to
determine where the professional liability insurance market in Georgia stands, whether it possesses the
same characteristics as markets in developed nations, and the measures that will shape this market
segment in a particular direction.

In the second sub-chapter titled "Professional Liability Insurance Claims Settlement Methodology in
Insurance Contracts," the mechanism of timely payment of insurance compensation and claims
settlement in the development of the sub-sector is examined.

As demonstrated by global experience, the ideology of the majority of insurance organizations has
shifted over the past decade. Previously, the emphasis was on increasing the volume of services and
thereby establishing a presence in the insurance market; however, the main focus of the competitive
struggle has shifted to the claims settlement arena. The investigation of an insurance incident is
sufficiently detailed and incorporates organizational legal and financial issues. Insurance fraud entails
drafting insurance deeds, conducting an examination, and determining the extent of a loss; thus, there

is more to discuss than signing a liability insurance contract.



The procedure for submitting claims for liability insurance differs from that of other insurance types.
In this instance, the third party who was injured while performing his professional duties is required
to provide his own statement regarding the incident. In other cases, the loss may not be compensated
due to failure to notify the insurance company. This will result in the claim becoming time-barred, and

the compensation issue will be subject to judicial review.

Algorithm for liability insurance claims settlement Table 1
I stage Evaluation of incident | Declaration of the insured (insured, beneficiary)
details The sufficiency of supporting paperwork
II stage Evaluation of presented | Insurance risks specified in the agreement
claims Efficacy of insurance protection
Relationship between the incident and the submitted
claim
IIT stage | Evaluation of the | Payment in full and on time of the insurance premium

fulfillment of the insured's | Notification of an insured event in a timely manner
responsibilities

IV stage (I-IITI)  Conclusion-based
decision making

V stage Reasonable refusal to pay -
because the accident was
deemed uninsurable

VIstage | Definition of damage | deterioration of third-party property
caused by an insured event | Injury to the life or health of a third party.

Additional premiums paid by the insured

VIl stage | Determining the insurance | Franchise

compensation amount Double insurance

Presence of additional guilty parties

Determination of compensation system: proportional first
risk

The existence of multiple victims

VIII stage | Restitution of insurance | Beneficiary (in some cases insured)
losses

Source: compiled by the author

This algorithm's stages are applicable to professional liability insurance, but the decision-making stage
can be lengthened due to the complexity of determining the amount of loss. However, we believe
franchise, proportional compensation system, and double insurance should not be utilized in
professional risk insurance. This is especially unacceptable in the case of doctor's professional
insurance, as we are dealing with third-party damage, during which it is no less vital to maintain the

professional's financial condition/activity license. Using franchise and proportional system insurance,



the insured retains a portion of his own compensation. In this instance, it becomes difficult to assess
the patient's damage, which may be attributable to the doctor's inadequate financial situation.
According to Georgian law, a decision regarding damage compensation must be made within a
reasonable timeframe, not to exceed thirty days, after receiving all relevant documents. (Order of the
Head of the State Insurance Supervision Service of Georgia No. 18, dated April 3, 2017, approving the
Instruction on the Protection of Consumer Rights in the Provision of Insurance Services by the Insurer)
However, it is acknowledged that the process of settling damages can be lengthy (collection of
evidence, relevant documents, etc.).

In accordance with the European Solvency II Directives, the insurance premiums received by the
Insurance Supervision of Georgia for insurance products include a reserve for "standing but undeclared"
losses. This reserve guarantees the practical settlement of such losses.

In practice, when a claim is submitted to the insurer during the term of the professional liability
insurance contract, but relates to an error that occurred in the past, the insurer is liable according to
the current contract. If the insurer does not have a valid professional liability insurance contract at the
time of the claim, the relationship between the insurance parties is governed by the terms of the prior

insurance contract.



The first sub-chapter "Georgia's legal regulation of professional liability insurance" of the third chapter
of the work "Trends and perspectives of professional liability insurance development in Georgia" In
accordance with the laws of the majority of the world's nations, insurable forms of civil liability are
covered by a mandatory form of insurance. The public's perception of civil liability risks is low, which
justifies this approach. In nations where the development of liability insurance is in its infancy, civil
society has not yet fully formed, and the existence of insurance in a voluntary form would not provide
an opportunity for growth.

In Georgia, it is difficult to find insurers who sign an insurance contract voluntarily due to the structure
of both professional and civil liability risk insurance. This is due to a lack of understanding of the legal
aspects of civil liability. As a result, the damage caused to the property of a third party is frequently
governed not by legal standards but by mutual agreements. According to the scientific literature, only
natural persons can purchase professional liability insurance, as legal entities cannot engage in any
profession. However, it would be more accurate to include in the definition of professional
responsibility not only the responsibility of individuals with relevant training in a particular field, but
also the responsibility of organizations.

Due to the close relationship between professional liability insurance and a person's direct professional
activity, it is practical to indicate the insurer's inability to indemnify civil liability for actions taken
during the period of suspension of professional activity or after its termination.

When examining the legal foundation of the insurance market, it is evident that there is no separate
regulation governing professional liability insurance. This circumstance prevents the growth of this
insurance segment. There is not a single article in the "Law of Georgia on Insurance" that directly
explains the rules of regulation for professional liability insurance, although it does include professional
liability insurance for insurance intermediaries (brokers): Article 4. c) Insurance by a third (physical or
legal) insured for damage to an individual or his property (liability insurance).

As evidenced by the regulatory requirements, professional liability insurance is mentioned in the
fundamental law, but it is not specified to which branch of insurance it belongs; the mention of only
brokers' professional liability insurance does not imply the existence of this sub-branch.

The second regulatory document is the Civil Code, which devotes the twentieth chapter to the
regulation of insurance relationships. As stated in this document: Article 839. Under the terms of the
contract for civil liability insurance, the insurer must release the insured from the obligations he owes
to a third party as a result of a liability arising during the insurance period. The insurer is exempt from
liability if it knowingly caused the occurrence of the circumstances for which it would otherwise be

liable.



We believe that the legislation should describe in detail the essence of all types of insurance, the terms
of insurance, the responsibilities of the parties, and differentiate between civil liability insurance and
professional liability insurance. In the documents of legal regulation of the insurance case, first and
foremost, more information about the possible objects of insurance should be provided, and not at the
level of explanation, because the field of insurance is the subject of many (intentional or unintentional)
errors in the activity of the parties, the source of which can be an undefined process in the law.

To analyze this dependence on the regulation of professional liability insurance, it is necessary to
consider where this type of insurance fits within the field of insurance, whether it is a standalone
product, and if so, why it is not governed by the relevant skills, expected risks, and insurance of specific
professions.

In this regard, the existing legislation diverges significantly from the classification of international
insurance, in which professional liability insurance is regarded as a distinct field with distinct
approaches to regulation and payment methods.

Multiple risks confront organizations today, necessitating financial and professional liability insurance
and strategic risk management. Commonly, these risks involve data breaches and cyber security,
intellectual property rights and patent infringement, global and local jurisdictional challenges,
decisions or conduct of directors and officers, the provision of professional services, employment
practices, and mergers. Without adequate insurance and risk management strategies, a company may
face difficult to overcome financial and reputational risks. Consequently, professional insurance is the
only risk management mechanism that compensates third parties using a suitable financial mechanism.
The legal regulation of professional responsibility cannot be written as separate legislation, but it is
possible to write the regulatory standards of insurance for various professions in a single law. In
accordance with European law, it is also permissible to distinguish distinct professions from
professional liability insurance, which takes the form of mandatory insurance.

Different insurance companies in Georgia provide professional liability insurance in a variety of ways.
According to TBC insurance, for instance, "Professional liability insurance protects you in those
unforeseen instances when the company incurs a financial loss due to improper services provided by
your company's employees (lawyers, notaries, auditors, engineers, architects)." insurance, but
employees' contracts for professional liability insurance were transferred to their own responsibility.
The Association Agreement is a crucial document for Georgia's accession to the European Union.
According to the data of the insurance markets of the participating countries, not the necessary
insurance products for Georgia are provided, but rather the insurance products that these countries

consider to be important. There is a mandatory form of air insurance and a mandatory form of motor



vehicle owners' liability insurance, but there is no mandatory form of professional liability insurance
in the agreement. This demonstrates that the countries themselves determine which types of
professional liability insurance are required, based on the protection of the social interests of the vast
majority of society. The implementation of mandatory liability insurance in Georgia began with the
mandatory insurance of motor vehicle owners. Despite the absence of professional responsibility, we
believe that driving a car is a second profession that can cause significantly more harm to society than
the primary occupation.

We note here that the law in force in Georgia regarding the liability of motor vehicle owners is
insufficient; from Vienna (Article 1), this law regulates the relations related to the mandatory civil
liability insurance (henceforth - mandatory insurance) of the owner of a motor vehicle registered in a
foreign state moving on the territory of Georgia; (About the mandatory civil liability insurance of the
owner of a motor vehicle registered in a foreign state moving on the territory of Georgia; (About the
mandatory civil liability insurance of the owner (December 15, 2017, N1775-I). Georgia-registered
motor vehicles and their owners are exempt from the regulation. Such an approach in a country with
a very sluggishly developing insurance culture will not be able to establish high standards of
responsibility or foster their growth.

"Insurance Broker Professional Liability Insurance" represents an advancement in professional liability
insurance. (Article 1.p.4.) In accordance with the conditions outlined in this rule, the insurance broker
is required to maintain professional liability insurance throughout all phases of his or her insurance
intermediary activities.(Article 3.p.1.) The object of the insurance broker's professional liability
insurance is the property interest associated with the obligation to compensate material damages caused
to a third party during the performance of insurance intermediary activities. (Order No. 38 of the Head
of the Georgia State Insurance Supervision Service, dated September 27, 2019).

Thus, professional liability insurance is not legally regulated by documents governing insurance
proceedings. Individual insurance companies offer nearly identically constructed insurance products
to professionals, but receive little feedback. This is supported by the fact that professional liability
insurance is not separately analyzed within the statistical data compiled by the Insurance Supervision
Service. Together, in the 2021 market statistics, we become legal expenses insurance, which
corresponds to professional liability insurance for attorneys, but not a single contract has been signed.
This is further evidence that professional liability insurance in Georgia is still in its infancy.

The algorithm for determining the price (tariff) of the professional liability insurance product is

developed in the second subchapter titled "Professional liability insurance pricing".



In accordance with the principles of the tariff policy, in order to maintain the financial stability of the
insurer, the insurance tariff must adhere to the principle of equivalence: the sum of the premiums
collected in the professional liability insurance portfolio must cover the losses incurred in the same
portfolio. On the other hand, the fair rate should be adjusted to the professional's ability to pay the
insurance premium, and thirdly, to reduce the submission of claims by third parties to the court,
whereby the professional will have to cover a portion of the claims from his own income due to the
insufficient insurance amount.

The discipline of risk management dates back to antiquity. As evidenced by the preceding chapters'
discussion of history, as the society evolved, so did the scope of risk. By examining the historical stages,
we conclude that, with the exception of natural-climatic and technological risks, all other risks are
associated with human capital. Human action, inaction, malicious intent, etc. It became the subject of
scientific study and the study of riskology. Risks associated with human capital can be evaluated with
mathematical methods and managed with existing risk management techniques. The evaluation
process begins with the level of professionalism, which is based on a number of factors, including
education level, personal qualities, and psychosocial traits.

Depending on the errors made, human capital is exposed to different types of risks under conditions of
increased competition, ranging from the risk of unemployment to the risk of criminal liability.
Insurance companies can provide assessments of professional liability risk, but an individual's
professional liability risk cannot be evaluated. If mechanisms for assessing professionalism are not
developed, risk assessment, accurate analysis, and forecasting will be impossible to a high degree,
regardless of historical studies, methods, and models developed by modern science.

The risks associated with various professions are influenced by a variety of factors, which alter over
time. Consequently, professional liability risks should be treated as a distinct research topic.

Diverse factors, such as the level of professionalism, the environment in which the activity is carried
out, the individual's physical and spiritual condition, etc., influence the likelihood that a professional
will commit an error during the course of his or her work.

In the first category of professional risk insurance, the insurer is an insurance company, the insured is
an individual/entrepreneur, and the insured will receive the turnkey in the event of a loss.
Professional liability insurance is the second type of insurance, and its mechanism is distinct from the
first. In this instance, the object of insurance is the damage/loss caused by a professional to a third party
(unknown at the time of contract signing), the insurer is a professional person or organization, and the

third party will receive compensation.



The primary distinction between the two professional risk cases is the third party who submits a claim
for damages to the insurance company. Consequently, the insurance rate should vary.
The algorithm for determining fees should be based on the professional's capacity to pay. According to
the actuarial accounting method, the most important component of the insurance tariff is the net rate,
which is comprised of two components: the basic net rate and the risk premium.
Treo = Trasic + T quantity
Where , Thewo  is the net rate;
Thvasic - the main part of the net rate;
T quantiry - risk Premium.
Both internal and external factors affect the occurrence of occupational risk. The level of
professionalism of the insurer is one of the most important factors. The greater the professionalism, the
lower the likelihood of an insurance event and consequently the risks. A.Druzhilov, a psychologist,
employs three levels of professionalism assessment:
+ Low level - learning or potential;
+ medium level - standard level of professionalism;
+ High level - optimal level of professionalism and "mastery";
+ Highest level - highest level of professionalism (S. A. Druzhilov, 2012).

This method divides and measures the level of professionalism on a scale from 1 to 9 points. Namely:

Assessment of the degree of professionalism Table 2
The level of professionalism
High 9 nominal 4
Oprimal 8 beginner 3
Perspective 7 educational 2
Average 6 potential 1
Basic 5

Source: Druzhilov S, 2012: “Crteria and levels of individual profesionalizm”

The proposed table can be utilized to compute rates for professional liability insurance. Notably, the
level of professionalism is determined by the risk factor, which can be low, medium, or high.
There are numerous ways to calculate the risk ratio. In this instance, we utilized the ratio K =1/ L,

where L is the average number of points allotted based on the level of professionalism.
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The level of professionalism Table 3

Risk coefficient Level of professionalism

High (7,8,9) Average (4,5,6) Low (1,2,3)

High (0,5) X

Average (0,2) X

Low (0,125) X

Source: author's calculations
Depending on the level of professionalism, the coefficients that make up the majority of the net rate
increase or decrease the net rate. The algorithm should be based on the principle of tariff construction,
which is the quantitative evaluation of the impact of tariff-determining factors on both the insurer and
the insured.
Obtaining statistical data is one of the most challenging aspects of calculating professional liability
insurance rates. It is difficult to develop a fair algorithm for the tariff for this sector of insurance due to
the variety of professions, outcomes, insurance cases, and factors involved in the creation of a single
tariff. The above-mentioned algorithm for assessing professionalism may be different for different
professions; therefore, the following principle should guide the construction of the tariff: "high
professionalism-low risk."
The following components comprise the foundation of the algorithm that we've developed:
a) Risk coefficient - K;
b) The frequency of errors committed while performing professional duties (calculated based on
the frequency of insurance incidents in a particular field); Occupational pursuits (reporting at
least 15 years) - P;
c) indemnity of the insured (annual) - S;

d) Value insured (maximum indemnified limit) — Z.



comprises the majority of the net rate
Toasic =K x> X P
z
In the given formula, the ratio of wages to loss (insurance amount) lowers or raises the insurance
premium. Inadequate selection of the insurance amount by the insurer reduces the insurance rate and,
consequently, the income of the insurance portfolio, but raises the limit of the insurer's own liability.
Risk quotient, indemnity, and compensation limit should be determined based on the profession and
the anticipated maximum loss (excluding death) of the insured event.
To ensure sustainability, it is necessary to add a risk premium rate that will be used to cover excess loss
cases based on the probability of insurance activity. The method for calculating the risk premium must
compute the mean squared deviation associated with receiving vast quantities of data. The presented
algorithm reflects the possibility of paying the insurance premium based on the insurer's data. The risk
supplement is not in the insured's best interest, but it accurately reflects the characteristics of the
insurance portfolio from the standpoint of portfolio reliability (probability of risk occurrence,
guarantee of portfolio safety).
Tquantity = Thesic * p * y
where p is the probability of an accident occurring in the portfolio of professional liability insurance;
y - the insurance company's safety guarantee ratio, which financial management uses to evaluate the
portfolio's financial viability. Utilizing a special table.
The formula for the professional liability insurance premium was as follows:
Treto = Thasic + Thasic * p * y= Thasic (1+p * y)

The insurance rate (gross rate) is calculated using the standard actuarial formula.

Tnetto
1-f

Thoruto =

where fis the insurance company's burden (production and profit expenses).

The inclusion of the salary reimbursement rate in the calculation of the tariff safeguards the principle
of the insurance tariff's affordability. The final step in determining the insurance premium is to
multiply the insurance rate (insurance rate) by the insurance amount:

Insurance premium=Toruo * Sinsurance amount

The benefits of the presented methodology are as follows:
+ Use of professional risk factors for individual insurers;
+ Simplicity of calculation;
+ Simplicity of obtaining calculation-required indicators.

+ Increases the insurer's dependability.



+ Used for calculating various insurance risk premiums.
The methodology is designed for nations with a low insurance culture, where professional liability risk
represents a small proportion of the insurance market. The practice of developed nations demonstrates
that no profession is without liability insurance. In addition, it applies to professions associated with
people's lives. In some countries, a special law mandates professional liability insurance for occupations
involving hazardous activities.
The level of professional liability risks in Georgia is high due to the absence of criteria for evaluating
professionalism and the use of testing and interview methods for employment, with qualification
documents used only for confirmation.
Thus, the development of the professional liability insurance tariff algorithm necessitates a mechanism
for evaluating professionals based on their respective professions. This will make it easier for insurance
companies to determine the quality of risks in their portfolios, and by developing an appropriate tariff,
the financial stability of the insurer and the retention of professionals will be achieved. Such a
circumstance presents a challenge for providers of professional insurance products. Since 2005,
customers have had access to a civil liability insurance product, and since 2007, a product designed for
specific professions.Five of the country's 18 insurance companies offer professional risk insurance, but
it accounts for only 4 percent of the insurance market. The causes of this trend are the informal use
of professional liability insurance and the lack of repercussions for misusing the case.
For improper medical practice, for instance: a) written warning; b) cancellation/non-cancellation of
the state license. This approach disregards the professional's responsibility for the victim's material
security. According to the information provided by individual researchers, medical errors are one of
the leading causes of death (USA, Great Britain, New Zealand, Netherlands, Russia...). In Georgia,
where the level of professionalism is low, it is difficult to produce professional liability insurance. In a
small population, 62 doctors and newborns perished between 2016 and 2022, according to statistical
data (3.5 million).
In the third subchapter titled "Financial analysis of professional liability insurance in Georgia," it is
stated that professional liability insurance, which differs fundamentally from property insurance,
contains "hidden risks," and consequently, there is a negative attitude toward insurancelf a country
does not have a mandatory form of insurance, the types of insurance remain unused for ten years. The
activities of risk-bearing objects and entities in a mandatory form have accustomed the insurer to
"comfort" (payment of losses by the insurer), thereby creating a desire to switch to insurance in a
voluntary form. "a person does not want to leave their comfort zone" is primarily influenced by

psychological factors. To activate professional liability insurance, the professional must recognize the



likelihood of making expected errors while performing his profession and accept that "even the best
and most expensive specialists are not insured against errors", for instance, a doctor may make an error
when diagnosing a patient or when confirming the accuracy of audit-accounting documents, etc.

In the financial mechanism of professional liability insurance, not only should the movement of cash
flows be considered, but also the country's social policymaker. The following type of scheme reflects
the procedures from the conclusion of the contract to the payment of damages:

Scheme 2 - Insurance procedure
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Source: compiled by the author

- the insurance premium ensures the financial stability of the insurance company;

- insurance protection allows the professional to focus on his work;

- indemnification of damages mitigates the conflict between the insurer and the insured;

- Insures - the financial condition of the professional is preserved (part of the social policy);

- Financial security of the insured ;

- Insurer's reputation and part of the social policy.

The legally correct execution of the enumerated procedures stimulates uninsured professionals,
thereby boosting this segment of the insurance market, insurance company revenues, state finances in
the form of state taxes, and the economic capacity to invest in the financial market.

In the duration of dissertation research, the financial mechanism of professional liability insurance -

tariff policy - in various countries was examined. In all nations, insurance premiums are either



expressed as a percentage of the liability limit or calculated using rate calculation methods. The second
method is preferred because its calculation formula includes the risk occurrence probability, the
variance of insurance returns, the mean square deviation, and the insurance portfolio's reliability
coefficient. The mathematical apparatus brings the rate closer to the prospective policyholder's
financial capacity and risk tolerance. In developed markets, professional actuaries strive to adhere to
the principle of tariff policy, which is to maximize the profitability of the insurance company and the
policyholders.

This can be accomplished in the professional liability insurance segment of the insurance market,
where, first and foremost, there are mechanisms for assessing the professional level of various
professions in the country and institutions and professional associations have a strong culture of
keeping information on risks caused by mistakes made by professionals. All of the aforementioned
information enables insurance companies to determine an acceptable rate, and enables supervisory
bodies to evaluate the impact of this type of insurance on the insurance industry, the socioeconomic
climate of the country, etc.

In Georgia, 2007 statistical data indicate that the professional liability insurance product is still being
offered to specialists in a modified form. Given that the primary objective of the dissertation research
is to examine professional liability insurance and identify existing problems, the situation directly
relating to this product was investigated.

Since 2008, we have not had professional liability insurance under our direct name. As demonstrated
by the market analysis, all types of third-party liability insurance products, including professional
liability, have been combined into a single civil liability insurance product, with the exception of civil
liability related to the use of land transportation, liability related to the use of air vehicles, and liability
insurance related to the use of floating vehicles, which are offered to the customer as separate products.
Since 2009, legal expenses insurance has been marketed to judges and attorneys as third-party liability

insurance, but no contracts have been signed in years.
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Source: State Insurance Supervision Service of Georgia, insurance market statistical indicators from 2007 to 2021.

Author's calculation

The graph depicts an increase in liability insurance premiums, which indicates an increase in contracts.
Is this the reason professional liability insurance in the country is in its developmental stage? According
to the data, civil liability insurance related to the use of ground transportation has the largest market
share, followed by civil liability insurance, which does not accurately depict the evaluation of
professional liability insurance. Integration with the banking and stock markets, as well as interaction
with the production and social spheres, are essential to the development of the insurance market.
Therefore, the development of each of them is heavily dependent on the professionalism and retention
of their employees. In addition to insurance, there are professions subject to legal liability. In this
instance, professional liability insurance serves as a purely financial regulation, and legal liability
applies to any errors. This indicates that professional liability insurance is not a panacea, as it is limited
by the severity of the activity's consequences.

The trend in the development of liability insurance in the form of civil liability insurance was revealed
by the examination of 15 years of data. Insurance industries serve as global financial market stabilizers,
and financial crises reduce insurance sales. However, the Georgian market's growing rate does not
indicate that the correlation between financial crisis and market development has been broken; rather,
it is the result of an underdeveloped market. In our view, financial crises in developing country markets
stimulate the demand for liability insurance to avoid a double crisis, which is the emergence of a
financial problem in addition to the adverse event that precipitated the financial crisis.

It was formed to investigate the underdevelopment of professional liability insurance in accordance
with the purpose of the paper.

Hypothesis HO: The selected variables have a correlation with one another;



Hypothesis H1: The appeal of professional liability insurance is influenced by the dependability of the
insurance and socioeconomic status.

To evaluate the development of the subsector, the total annual insurance premium (dependent variable
- PR) is utilized, with the following factors influencing it:

1. Gross domestic product of the country, a measure of socioeconomic status (GDP);

2. The number of contracts signed, (NC) a measure of the development of the liability insurance
industry;

3. The number of compensated losses (compensation) as an incentive for signing the contract and a
measure of the insurance company's reliability.

Since the insurance statistics do not include the types of professional liability insurance offered by

individual businesses, the regression model was constructed using data from general liability insurance.

Data on variables (2009-2021) Table 4
Year PR NC compensation GDP
2009 12231087 76122 1794128 18921
2010 13017329 28287 1788287 2660
2011 12649284 29472 1802002 2860
2012 16372530 33656 2083369 3040
2013 17197400 44943 2370046 3150
2014 21561746 87554 3852165 3290
2015 23041672 97640 4453671 3490
2016 37585900 127012 6459840 3390
2017 27488569 136294 6421464 3660
2018 71347825 935215 7766964 3840
2019 87181378 1216911 11609269 4030
2020 68038699 649047 10563835 3760
2021 76866796 946896 13681091 4150

Source: Insurance Supervision Service of Georgia, statistics (www.insurance.gov.ge)
The larger the database, the more reliable the analysis; however, due to the underdevelopment of the
sub-industry, it was not possible to obtain data from additional years. To ensure the accuracy of the

data, descriptive statistics were used to verify the information.



Descriptive statistics

Table 5

variables minimum Arithmetic maximum standard

average deviation

Total premium raised 12231087 38932845 87181378 2794781
Number of contracts 28287 376949,8 1216911 432101
Indemnified damages 1788287 6007700,6 13681091 410801,6
GDP 2660 5454.8 18921 4315,7

Source: authors’s calculation

Table 4 demonstrates that virtually all parameters vary significantly. For instance, the total premiums
drawn, the number of contracts, and the losses paid exhibit a significant difference between the highest
and lowest values, as well as the standard deviation figures. Nonetheless, the consistency between the
growth rates of the variables is maintained. Except for the number of contracts, which has increased
by a factor of 43, all indicators have increased by a factor of approximately 7.5. This is a good indicator,
but we cannot confirm it in relation to the topic of the paper's research because, as stated previously,
there is no distinct professional responsibility in statistics.

Based on the estimated factors and descriptive statistics, the regression model took the following form:

PR=ay + ay NC + a, Comp + a3z GDP

Regression analysis results Table 6
coefficien | standard |t-statistics | P-meaning | Lower 95% | upper 95% | lower 95,0%
ts error Upper
95,0%
Y- 10110319 |2960403,3 | 3,415183 |0,007686295 | 3413421,8 |16807217,1 | 3413421,83 |16807217,07
intersection
Variable X |41,690504 |5,916061 |7,047003 [6,00568E-05 | 28,307445 |55,0735641 | 28,3074446 (55,07356405
1
Variable X |2,5052417 [0,6315081 | 3,967077 [0,003269064 | 1,0766711 |3,93381232 | 1,07667111 (3,933812318
2
Variable X |-293,42168 (285,52142 |-1,027669 0,330931564 | -939,316 | 352,47264 -939,316  (352,4726398
3

Source: authors’s calculation




Given the P-values for the number of knots and the turnkey losses, the P-probability of the regression
coefficients influencing the dependent variable is less than 0.05. Thus, they influence the number of

bonuses attracted.

Regression analysis results and F Test Table 7
Dispersion Analysis
Significance
df SS R? F F
Regression 3 | 9,21938E+15
Balance 9 |1 1,53584E+14 | 0,983614 | 180,08454 | 2,4E-08
Result 12 | 9,37297E+15

Source: authors’s calculation

According to the regression analysis, the number of contracts has the greatest impact on the increase

in the liability insurance premium, which is consistent with the descriptive statistics data.

Correlation of variables Table 8
PR NC compensation GDP
PR 1
NC 0,97344878 1
compensation 0,94507917 | 0,88118844 1
GDP -0,1795077 | -0,0966942 -0,195170534 1

Source: authors’s calculation

The high correlation between the number of contracts and the loss compensation is an absolute truth;
however, it should not reduce the adequacy of the model, as the influence of the compensation on the
collected premium implies the company's dependability, which should be reflected in the increased
demand for liability (professional) insurance products.

To demonstrate the sufficiency of the model and determine the autocorrelation between the variables,
Durbin-Watson’s criterion was applied to the data.

DW=Y e2/(Y e, —e,_1)2 =2,918

Compared to the criteria recommended by Durbin-Watson, it was determined that there is no
autocorrelation between the balances; thus, the null hypothesis is rejected. In turn, this verifies that

the compiled model determines the relationships between the research variables, i.e. the liability



insurance premium is affected by the selected factors. Normalized R? = 0.983614 demonstrates that the
regression model is appropriate.

The following conclusions can be drawn from the results of the regression analysis:

1. The growth of liability insurance is dependent on the number of contracts;

2. On the other hand, The number of contracts depends on the state of non-litigated compensation for
damages;

3. The impact of the gross domestic product can be viewed from two perspectives: first, the
deterioration of the socioeconomic situation can serve as a motivator for professional liability insurance
by providing insurance protection in exchange for the payment of additional financial resources; and
second, when the socioeconomic situation improves, individuals can easily cover the cost of purchasing
an insurance product with their own income.

The stated conclusion and hypothesis H1 are that the interest in professional liability insurance is
affected by the insurance's dependability and the socioeconomic climate. - In order to confirm, the
autoregressive integrated moving average (ARIMA) statistical analysis model was used to forecast the
development of liability insurance. It predicts the data with the greatest precision among all models.

The program EVIEWS was utilized for computer security.

Data Statistics 2000-2022yrs. Table 9
PR NC compensation gdp
2000 1356820 10630 570348 6750
2001 2780268 11940 684290 6970
2002 2650980 18698 785350 7880
2003 2290360 15705 568474 8740
2004 3456290 24390 674560 10780
2005 4568802 22568 863459 11200
2006 5750368 19670 456730 12900
2007 6598930 21805 610802 16993
2008 8284046 34435 1093246 20066
2009 12231087 76122 1794128 16948
2010 13017329 28287 1788287 26600
2012 12649284 29472 1802002 28600
2012 16372530 33656 2083369 30400
2013 17197400 44943 2370046 31500
2014 21561746 87554 3852165 32900
2015 23041672 97640 4453671 34900
2016 37585900 127012 6459840 31900
2017 27488569 136294 6421464 36600




2018 71347825 935215 7766964 38400
2019 87181378 1216911 11609269 42300
2020 68038699 649047 10563835 36600
2021 76866796 946896 13681091 41500
2022 84946715 1313216 28190358 46570

Source: Insurance Supervision Service of Georgia, National Statistics Service of Georgia

Due to the fact that the socioeconomic situation of the country plays a significant role in the
development of this subsector of insurance, it is intriguing to see how the situation will evolve over the
next five years and what effect it will have on the growth of liability insurance.
When selecting a specific model variant, we were guided by the following model conditions:

A model is acceptable if:

1. possesses more significant coefficients;

2. high R?;

3. Low AIC and SBIC.
Providing a data analysis program to determine data stationarity allowed for the determination of trend
and seasonality. Table 1 demonstrates that the time series is not stationary. Based on the model's

requirements, the Dickey Fuller test was used to determine the stationarity of the time series.

Determination of data stationarity Table 10

Null Hypothesis: D(GDP,2) has a unit root
Exogenous: Constant
Lag Length: 2 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -5.754082 0.0002
Test critical values: 1% level -3.857386
5% level -3.040391
10% level -2.660551

*MacKinnon (1996) one-sided p-values.
Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 18

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(GDP,3)

Method: Least Squares

Date: 01/21/23 Time: 00:56

Sample (adjusted): 6 23

Included observations: 18 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
D(GDP(-1),2) -4.103769 0.713193 -5.754082 0.0000
D(GDP(-1),3) 1.867756 0.541239 3.450891 0.0039
D(GDP(-2),3) 0.711313 0.263389 2.700614 0.0172

C 166.5019 846.7933 0.196626 0.8469
R-squared 0.904062 Mean dependent var -56.11111
Adjusted R-squared 0.883504 S.D. dependent var 10496.48
S.E. of regression 3582.607 Akaike info criterion 19.39870
Sum squared resid 1.80E+08 Schwarz criterion 19.59656
Log likelihood -170.5883 Hannan-Quinn criter. 19.42598
F-statistic 43.97597 Durbin-Watson stat 2.336068
Prob(F-statistic) 0.000000

Source: Eviews Software



The Dickey-Fuller test on the null hypothesis revealed that the autoregressive time series model contains
a unit root. The probability is equal to -0.0002.
Since the employed time series is stationary, a correlogram was constructed to determine the ARIMA

model's parameters; in particular, the required GDP model parameters corresponded to ARIMA (1 2 10).

GDP forecasting Table 11
Dependent Variable: D(GDP)

Method: Least Squares

Date: 01/21/23 Time: 01:02

Sample (adjusted): 3 23

Included observations: 21 after adjustments

Convergence achieved after 9 iterations

MA Backcast: -7 2

Variable Coefficient Std. Error t-Statistic Prob.
C 1872.421 545.2444 3.434095 0.0030
AR(1) -0.372285 0.229751 -1.620387 0.1225
MA(10) -0.850036 0.071527 -11.88411 0.0000
R-squared 0.619426 Mean dependent var 1885.714
Adjusted R-squared 0.57 S.D. dependent var 3235.393
S.E. of regression 2103.902 Akaike info criterion 18.27254
Sum squared resid 79675290 Schwarz criterion 18.42176
Log likelihood -188.8617 Hannan-Quinn criter. 18.30492
F-statistic 14.64846 Durbin-Watson stat 2.126377
Prob(F-statistic) 0.000167
Inverted AR Roots -.37
Inverted MA Roots .98 .80+.58i .80-.58i .30-.94i
.30+.94i -.30-.94i -.30+.94i -.80-.58i
-.80+.58i -.98

Source: Eviews Software

On the basis of the result, a prediction schedule was developed

28,000
Forecast: GDPF
24,000 | T Actual: GDP
7 Forecastsample: 1 10
20,000 | Adjusted sample: 3 10
Included observations: 8
16,000 | Root Mean Squared Error 1633.154
Mean Absolute Error 1109.321
12,000 - Mean Abs. Percent Error 9.839705
Theil Inequality Coefficient 0.058419
8.000 | Bias Proportion 0.031111
' - T T Variance Proportion 0.018196
4,000 | TSl T Covariance Proportion 0.950693
0 T T T T T T

[ — GDPF ——— x2SE.
Source: Eviews Software

Due to the fact that the GDP data from 2000 to 2022 contains both declines and increases, the
projections through 2030 indicate a decline in 2023-2024 and 2026-2027, followed by a sharp increase
that stabilizes in 2029-2030. It is impossible to draw a conclusion about liability insurance based on the
provided forecast due to the fact that there are numerous factors influencing the change in GDP and
that there is no perfect correlation between these two factors. Certainly, an ARIMA model was created
to forecast insurance premiums.

Determination of the stationarity of the premium volume time series.



stationarity test (PR) Table 12
Null Hypothesis: D(PR,2) has a unit root
Exogenous: Constant
Lag Length: 1 (Automatic - based on SIC, maxlag=2)
t-Statistic Prob.”
IAugmented Dickey-Fuller test statistic -6.761508 ~0.0000
Test critical values: 1% level -3.831511
5% level -3.029970
10% level -2.655194
"MacKinnon (1996) one-sided p-values.
'Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 19
\Augmented Dickey-Fuller Test Equation
Dependent Variable: D(PR,3)
Method: Least Squares
Date: 01/21/23 Time: 06:54
Sample (adjusted): 5 23
Included observations: 19 after adjustments
Variable Coefficient Std. Error| t-Statistic Prob.
D(PR(-1),2) -2.480947 0.366922 -6.761508 0.0000
D(PR(-1),3) 0.657513 0.216771 3.033217 0.0079
C 120729.9 3210048. 0.037610 0.9705
R-squared —{1840902| Mean dependent var -27202.42
IAdjusted R-squared 0.821015| S.D. dependent var 33008363
S.E. of regression 13964715 Akaike info criterion 35.88591
Sum squared resid 3.12E+15| Schwarz criterion 36.03503
Log likelihood -337.9161| Hannan-Quinn criter. 35.91114
F-statistic 42.28360| Durbin-Watson stat 2.290339
Prob(F-statistic) 0.000000

Source: Eviews Software




Probability = 0.0000 indicates that the time series is stationary according to the Dickey-Fuller test.
Once stationarity was established, the autoregressive and moving average parameters of the model
were disabled.

PR predict Table 13

Dependent Variable: D(PR)
Method: Least Squares
Date: 02/01/23 Time: 13:37
Sample (adjusted): 3 23
Included observations: 21 after adjustments
Convergence achieved after 19 iterations
MA Backcast: 2
Variable Coefficient Std. Error t-Statistic Prob.
C 4413571. 1248407. 3.535363 0.0024
AR(1) 0.639578 0.207970 3.075334 0.0065
MA(1) -0.939044 0.085899 -10.93189 0.0000
R-squared 0.155657| Mean dependent var 3912688.
IAdjusted R-squared 0.061841| S.D. dependent var 11695748
S.E. of regression 11328339 Akaike info criterion 35.45508
Sum squared resid 2.31E+15| Schwarz criterion 35.60429
Log likelihood -369.2783| Hannan-Quinn criter. 35.48746
F-statistic 1.659174| Durbin-Watson stat 2.087490
Prob(F-statistic) 0.218108
Inverted AR Roots .64
Inverted MA Roots .94

Source: Eviews Software

Although the model's reliability depends on a number of parameters, including the R? value of

0.155657, the result obtained by using it with other parameters was deemed adequate.



Premium volume forecast

20,000,000
Forecast: PRF
50,000,000 T Actual: PR
eI - Forecast sample:1 10
0.000.000 4 e Adjusted sample: 5 10
20,000,000 | T Induded obsenations:
RootMean Squared Error S495750 .
o - W Mean Absolute E mor 8250950 .
Mean Abs. Percent Emor 117.2415
-20.000.000 . Theil Ineguality C ceficient 0.855514
T Bias Proportion 0.725495
~#0.000.000 H T T “ariance Proporiion 0.004342
60,000,000 R e C ovariance Propotion 0270157
-80,000.000 . T
5 ) 7 ) 9 10
[—PRF --—zx2sE
Source: Eviews Software
Model descriptors Table 14
GDP Arima (12 10) Sum of the premium Arima(1 2 1)
PR
significant 2 significant coefficients 2
coefficients
Adj. R? 0.62 Adj. R2 0.16
AIC 18,27254 AIC 35.45508
SBIC 18.42176 SBIC 35.60429

Source: Model data

ARIMA (1 2 1) was chosen based on the parameters.

Following the selection of the model, we made a prognosis.

80,000,000
Forecast: PRF
60,000,000 U Actual: PR
TS - Forecastsample: 1 10
40,000,000 - T Adjusted sample: 5 10
20,000,000 Included observations: 6
Root Mean Squared Error 9496769.
0 B — Mean Absolute Error 8250960.
Mean Abs. Percent Error 117.3416
-20,000,000 - Theil Inequality Coefficient 0.855614
\\\\\ Bias Proportion 0.725495
40,000,000 4 T e R Variance Proportion 0.004348
60,000,000 | \\\\\\ 777777777777 Covariance Proportion 0.270157
-80,000,000
5 6 7 8 9 10
[ — PRF ———— 2 SE.

Source: Eviews Software

The same time period was applied to the PR variable, and projections were made through 2030. In

order to reach a conclusion, the forecast graphs of GDP and premium volume were compared:



28,000 80,000,000
Forecast GDPF Forecast. PRF
24000 P Actual: GDP 60,000,000 L Actual: PR

. Forecastsample: 110 T Forecastsample: 110
Adjusted sample: 3 10 40,000,000 T Adjusted sample: 5 10

Included obsenations: 8 woooe] e Included observations: 6

Root Mean Squared Eror ~ 1633.154 Root Mean Squared Error  9496769.

Mean Absolute Error 1109.321 oJ \//\/ Mean Absolute Error 8250960.

Mean Abs. Percent Emor ~ 9.839705 Mean Abs. Percent Error ~ 117.3416

Theil nequaltyCoeficient 0058419 0,000000 .. Theil Inequality Coefficient 0.855614
Bias Proporton 0031111 Bias Proportion 0725495
Variance Proporion 0018196 40,000,000 T Variance Proportion  0.004348

40004 e Covarance Proporfon 0950693 60,000,000 T o Covariance Proportion  0.270157

20,0004

16,000

12,000

8,000

T T T T T T T -80,000,000
3 4 5 6 7 8 9 10 5 6 7 8 9 10

— GDPF — £2SE. — PRF - $2SE

Source: Eviews Software

An increase in GDP will result in an increase in premium volume, as stated in Hypothesis H2. In
particular:

5. In 2023-2024, the GDP will decline, leading to a decline in the premium;

6. In 2024-2027, as the GDP increases, so does the amount of the premium;

7. In 2027 and 2028, both variables exhibit a steady rise;

8. In 2029-2030, the reverse relationship was observed, i.e., the GDP decreased while the

premium volume increased slightly but significantly.

What pattern was established by the forecast data?
The immaterial nature of the insurance product impedes its marketability, the population's attitude
toward insurance without risk perception is completely negative, and if it is accompanied by a severe
socioeconomic situation, so-called "Waste spending" is unacceptable. As the forecast indicated an
increase in GDP, the socioeconomic development of the population increases the demand for insurance
products and the volume of premiums for liability insurance. As for the reverse attitude of the last
forecast years, it stems from the psychological nature of insurance. The population (professionals) have
been using insurance protection for years, and when the economic situation "worsens," they continue
to use it, unwilling to leave their "comfort zone." This attitude was demonstrated by the most recent
forecast years, confirming the hypothesis.
Thus, the hypothesis regarding the effect of the chosen independent variable on insurance premium
volume was supported.
The following was established as a recommendation based on the findings of the research:
To increase professional liability contracts, insurance companies must allocate transaction costs for
advertising the product, increasing agent compensation, selecting target audiences based on their
professions, and scheduling meetings with underwriters. Underwriters are required to submit a
substantiated study of the expected risks in various professions, as well as the losses compensated and

the disputes filed by victims with insurance companies.



Conclusion
In accordance with the current situation and development trends of professional liability insurance,
the following conclusions were drawn from the theoretical and practical research conducted for the
thesis.

1. The history of liability's emergence was examined, along with its economic essence and the need to
consider it as a distinct subsector. Liability insurance is a branch of insurance whose object is the
property interest of the insured, which is related to the obligation to indemnify the damage/loss caused
to a third party by their actions or inactions; The paper notes that there are numerous gaps in the
development of this subsector, the most significant of which is the absence of legal regulation. The Law
of Georgia "On Insurance" and the Civil Code (Chapter 20. Insurance) examine liability insurance
standards narrowly. There is no distinction between the object of liability insurance and the subject of
liability insurance contracts.

There are a number of characteristics unique to liability insurance that prevent us from classifying it
with all branches of insurance activity. Particularly, if you are the subject of a personal insurance
policy, only your life, health, working capacity, and pension provisions are taken into account. In the
case of liability insurance, the insurer's responsibility for damage to third parties is transparent.
Consequently, the protection of the personal and property interests of third parties is of equal
importance to the protection of the insured's property interests.

By examining the origins of the development of liability insurance in foreign practice, it was discovered
that the aforementioned insurance relations were separated from property and personal liability, but
that the types of liability insurance arose as a result of the emergence and development of more
dangerous sources (vehicles, machines, mechanisms, technologies, etc.). The tightening of business
owners' liability for harming employees resulted in the establishment of mandatory civil liability in
several nations.

2. It is suggested that contractual and non-contractual liability be considered when classifying civil
liability insurance.

Contractual liability for the improper performance of obligations within the context of a particular
contract.

Non-contractual liability arises when damages are incurred that are not covered by the agreement,
some of which are insurable. Regarding liability insurance contracts and non-contractual insurance,

there is no other regulation. This flaw prevents an ideal classification of this type of insurance.



3. By researching the various types of professional liability, it was discovered that there are so few
liability insurance contracts in various professional fields that they are not categorized separately in
insurance market statistics and are grouped under civil liability.
By researching the various types of professional liability, it was discovered that there are so few liability
insurance contracts in various professional fields that they are not analyzed separately in insurance
market statistics and are grouped under civil liability.
4.Based on the degree of professionalism and the magnitude of the risk, a professional liability
insurance tariff algorithm has been developed.
The risk ratio for high, medium, and low levels of professionalism is determined using a nine-point
scale of professionalism. Using the unified methodology of insurance tariff development, a formula for
calculating the net rate of professional liability has been developed.
5. Legal regulation of the relations between the insurer and the medical worker is necessary for the
perfection of professional liability insurance in the medical field. Among the existing forms of
insurance (voluntary, mandatory, and mutual insurance funds), we believe it should be implemented
in Georgia in a mandatory form.
Mutual insurance plays an important role in the professional liability insurance systems of developed
nations, but there are numerous other insurance products within these nations' insurance systems.
In Georgia, professional liability accounting is still covered by civil liability insurance. Although
individual insurance companies offer professional liability insurance.
6. Using a regression model, a study of the evolution of the subfield of professional liability revealed:
1. The development of liability insurance depends on the increase in the number of contracts; 2. On
the other hand, the number of contracts depends on the state of compensation of damages without
filing a lawsuit;
3. The impact of the gross domestic product can be viewed from two perspectives: one, the
deterioration of the socioeconomic situation can be a motivator for professional liability insurance by
receiving insurance protection from the payments of additional premiums; and two, the impact of the
gross domestic product can be viewed from two perspectives: one, the deteriorat.
7.Using 22 years of data, professional (civil) liability insurance projections were made. The most
appropriate ARIMA model for the time series was used for forecasting, as it was determined through
research that:

1. In 2023-2024, the GDP will decline, leading to a decline in the premium;

2. In 2024-2027, as the GDP increases, so does the amount of the premium;

3. In 2027 and 2028, both variables exhibit a steady rise;



4. In 2029-2030, a reversal of trend was observed, i.e., a decline. The GDP is decreasing.
On the basis of the foregoing, we conclude that for the development of insurance, it is necessary to
include potential insurers in a mandatory form of insurance, which, over time, will include the cost of
the insurance premium in the transaction costs and become a necessary tax. This will expand the
market for professional (civil) insurance.
Thus, the hypothesis regarding the effect of selected independent variables on insurance premium
volume was supported.
The following was established as a recommendation based on the findings of the research:
To increase professional liability contracts, insurance companies should allocate acquisition costs for
advertising the product, increasing agent compensation, selecting target audiences based on their
professions, and scheduling meetings with underwriters. Underwriters are required to submit a
substantiated study of the expected risks in various professions, as well as the losses compensated and
the disputes filed by victims with insurance companies.
8. Developing a mechanism for the equitable settlement of claims.
In Georgia, the Consumer Rights Protection Service examines consumer/insurer/insured claims. (Order
No. 18 of the Chief of the State Insurance Supervision Service, dated April 3, 2017). On the approval of
the instruction regarding the protection of consumer rights during the insurer's provision of insurance
services). We believe the list of admissions and prohibitions in the implementation of individual
professions should be attached to the rule based on the specificity of the profession, as this rule applies
to all types of insurance.
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