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INSURANCE OF FOREIGN TRADE RISKS IN GLOBAL SUPPLY CHAINS:
THE ROLE OF INTERNATIONAL STANDARDS

The growing complexity of global supply chains and increasing economic uncertainty have significantly intensified
risks in international trade, which makes the development of effective risk management instruments particularly
relevant. The purpose of this article is to examine the role of insurance in mitigating foreign trade risks and to assess the
importance of international standards in ensuring the stability and predictability of cross-border trade operations. The
research is based on a systematic and structural analysis of foreign trade risks within global supply chains, combined
with a formalized approach to risk aggregation and insurance impact assessment. Integrated risk evaluation models
and conceptual indicators of insurance standardization are applied to assess the aggregated impact of different risk
categories and the mitigating effect of insurance instruments, following established approaches in international risk
management and insurance economics. The results of the study demonstrate that insurance serves as a crucial tool for
risk redistribution and financial protection in international trade, particularly under conditions of political, logistical,
financial, and operational uncertainty. It is established that international standards play a decisive role in coordinating
trade and insurance relations and enhancing overall risk management efficiency. The practical value of the article lies in
its applicability for international traders, insurers, and policymakers when designing insurance schemes and improving
risk management practices in global supply chains.

Keywords: international trade, insurance, foreign trade risks, global supply chains, international standards, Incoterms, risk
management, EU Standards and Economic Policy.
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Hayionanvuuii mexuiunuii ynieepcumem Yxpainu

«Kuiscoxuil nonimexuiynuii incmumym imeni leopa Cikopcbkozo»

CTPAXYBAHHA 30BHIIHBOTOPI'OBEJIBHUX PU3UKIB Y IVTOBAJIBHUX
JJAHIHIOTAX ITOCTABOK: POJIb MI’KHAPOJHUX CTAHIAPTIB

3pocmatoua cknraonicms 2n100OANLHUX NAHYIO2IE NOCMAYAHHA MA 3POCMANHA eKOHOMIYHOI HeGU3HAYeHOCMI 3HAYHO
NOCUTUNU PUUKU 8 MIJDCHAPOOHIU mop2ieni, wo axmyanizy8anio po3pooOKy epexmueHux IHCMpYyMeHmi8 YNpAaGiHHs
pusuxamu. Memoro yiei cmammi € 00CIONHCEHHS POi CMPAXYBAHHS V HIBENIO8AHHS PUSUKIE MIJCHAPOOHOI mopeieni ma
OYIHKA B8ANCIUBOCTE MIJICHAPOOHUX CIMAHOApmMie y 3abe3neuenni cmadiibHocmi ma nepeddaiy8anocmi mpaHCcKOpPOOHHUX
mopeogenvHux onepayii. /Jocniodicenns 6a3yemvcsa HA CUCMEMAMUYHOMY MA CIMPYKMYPHOMY AHANIZ] pUBUKIE 306HIUHBOT
mopeieni 8 pamkax 2n106aNbHUX NTAHYI02I8 NOCMAYAHHS, NOEOHAHOMY 3 (POPMANIZ08aAHUM NIOX000M 00 azpeayil pusuKie
ma OYiHKU 6nauU8y cmpaxyeanusa. Inmezpoearni mooeni OYiHKU PUSUKIE MA KOHYENMYAibHi NOKASHUKU CMaHoapmu3ayii
CMPAxy8aHus 3aCMOCO8YIOMbCs 0Nl OYIHKU CYKYNHO20 6NIUBY PIZHUX KAMe2opill pu3uKie ma nom'saskutyeaivho2o egexnty
CMPAxo8ux IHCMPYMeHmis, OOMPUMYIOUUCL YCMATLeHUX Ni0X00i8 Yy MIHCHAPOOHOMY YNPAGNIHHI PUSUKAMU MA eKOHOMIYI
cmpaxysanus. Pe3yromamu 00CaiodiceHns 0eMOHCmMPYIOmb, Wo CMPAXYE8AHHI CLYICUMb GUDIUUATLHUM THCIMPYMEHMOM OJisl
nepepo3nooiy pusuKie ma QiHaHco8020 3axXuUcmy 8 MidDCHaApOOHIl Mop2iei, 0cOOIUBO 8 YMOBAX NONTMUUHOL, 102ICMUYHOI,
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¢inancosoi ma onepayiunoi HesusHauenocmi. Bemawnoeneno, wo misicnapoOHi cmandapmu 8i0iepaioniv GUPIUAILHY POlb
Y KoopouHayii mopeoeenbHux ma cmpaxoux 6iOHOCUH ma Ni0GUWeHHI 3a2anibHOi eheKmueHoCmi YNPaeainua puuUKamu.
Ilpaxmuuna yinHicmos 00CIONCEHHS NONALAE 8 MONCIUBOCTI 3ACMOCYBAHHS il MIJNCHAPOOHUX mpelidepis, cmpaxosuKie
ma noaimukie nid uac po3pooKu CMpaxosux cxem ma 600CKOHANEHHA NPAKMUKU YRPAGLIHHA PUSUKAMU 6 2100ATbHUX

JaHYyrocax nocmadaHHtsl.

Knrwuogi cnosa: misxcnapoona mopeiens, cmpaxy8anHs, pusuku 308HIUHbOI MOpeieni, 2100aNbHI TaHYI02U NOCTAYAHHS,
MIICHApOOHi cmandapmu, Inkomepmc, YnpasninHa pusukamu, eKoHomiyna nonimuxa ma cmanoapmu €C.

Problem statement. Modern international trade oper-
ates under conditions of increasing geoeconomic instabil-
ity, transformation of global supply chains, and heightened
uncertainty. The growing complexity of international trade
relationships, expansion of operational geography, and
involvement of numerous participants from different juris-
dictions contribute to an increase in foreign trade risks,
which can have significant financial consequences for enti-
ties engaged in international economic activities.

Under these circumstances, there is a growing need
not only for qualitative identification of foreign trade risks
but also for their quantitative assessment, which allows
formalizing the impact of different groups of risks on the
outcomes of international trade activities. The use of inte-
grated risk indicators and models for assessing the insur-
ance effect provides a methodological basis for the justi-
fied application of insurance as a risk management tool in
global supply chains.

In the context of global supply chains, traditional
approaches to international trade risk management prove
to be insufficient. The insurance of foreign trade risks
becomes particularly relevant as a mechanism to ensure the
stability and continuity of international trade operations. At
the same time, the effectiveness of insurance mechanisms
largely depends on their alignment with international stan-
dards that regulate the conditions for conducting foreign
trade operations, as well as the allocation of risks and
responsibilities between parties.

Analysis of recent research and publications. The
issue of risk management in international trade and global
supply chains is widely represented in the works of both
foreign and domestic scholars. In particular, M. Christo-
pher emphasizes the systemic nature of risks in global sup-
ply chains and their interrelation with logistics infrastruc-
ture and the organization of product flows [1]. K. S. Tang
examines the classification and propagation mechanisms
of risks in supply chains, highlighting their cascading
effect and the necessity of integrated risk management [2].
Considerable attention to the resilience and transformation
of global supply chains under external shocks is devoted in
OECD reports, where risks are considered a key factor in
the rebalancing of international trade [4].

The role of insurance in mitigating financial losses
from risky events in international trade is thoroughly dis-
cussed in the works of G. Skipper and W. Kwon, as well
as J. Reade and M. McNamara, who consider insurance as
a fundamental instrument of risk management and finan-
cial stabilization of foreign trade operations [7; 8]. Certain
studies by international organizations focus on the analy-
sis of political and regulatory risks, as well as the role of
international standards in creating a transparent and pre-
dictable environment for international trade [6; 9]. It is also
advisable to consider the EU’s approach to institutional
transparency and standardisation as instruments of risk
management. As noted by A. Marx and G. Van der Loo,
“transparency has become a core principle of EU trade
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policy aimed at increasing predictability and trust for eco-
nomic operators,” which directly reduces regulatory and
information risks in international trade [10]. At the same
time, the European Commission emphasises that Euro-
pean standards provide a common technical language and
ensure transparency, interoperability and legal certainty
for businesses operating in the Single Market and beyond,
thereby shaping a stable and predictable environment for
participants in global supply chains [11].

At the same time, despite a significant body of schol-
arly work, the issues concerning the interrelation between
insurance mechanisms and international standards regulat-
ing foreign trade operations remain insufficiently system-
atized. Furthermore, formalized approaches to evaluating
the effectiveness of insurance in the context of global sup-
ply chains are lacking, which underlines the relevance of
the present study.

Formulating the purposes of the article. The purpose
of this article is to examine the role of international standards
in the development and functioning of insurance mecha-
nisms for foreign trade risks within global supply chains.

To achieve this objective, the study aims to: summarize
approaches to the identification and classification of for-
eign trade risks; propose formalized methods for assessing
risk levels and the insurance effect; analyze insurance as a
tool for managing international trade risks; and determine
the role of international standards in ensuring the effective-
ness of insurance for foreign trade operations.

Presentation of the main research material. Mod-
ern international trade increasingly operates within global
supply chains (GSCs), which unite manufacturers, sup-
pliers, logistics operators, financial and insurance institu-
tions from different countries. Such a multi-tiered structure
enhances the efficiency of international exchange but sig-
nificantly complicates the system of risks inherent in for-
eign trade operations.

Foreign trade risks in global supply chains are complex
in nature and arise at various stages of the movement of
goods, capital, and information. Unlike traditional bilateral
export-import transactions, in GSCs, risks encompass the
entire network of participants in the chain, which amplifies
interdependence and vulnerability effects.

In the academic literature, there is no single universal
classification of foreign trade risks; however, in the context
of global supply chains, it is reasonable to distinguish the
main groups of risks (Table 1).

To generalize the impact of different groups of foreign
trade risks in global supply chains, it is reasonable to apply
an integrated risk assessment:

RFT:Z(’Oi'I:' (1)
i=1

where R, — is the integrated level of foreign trade risk;
o, — individual type of risk;
r, — weighting coefficient of the corresponding risk,

Yo, =1.
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Table 1

Classification of Foreign Trade Risks in Global Supply Chains

Risk Group Name Description and Key Manifestations Features in Global Supply Chains
Non-performance or improper performance . .
Commercial | Commercial of contractual obligations by counterparties; cEk)l(;?rrll'dn?;miur:;l gﬂs;sgkligietg fl(ftu (r))rlﬁy for
; . insolvency or bankruptcy of the buyer; payment > may - Y
risks risks exporters but also for logistics and financial

delays; violation of delivery terms and product
quality standards.

intermediaries.

Political risks

Political risks

Trade restrictions and sanctions; currency
regulations; nationalization or expropriation of
assets; armed conflicts; political instability.

Occur not only in exporting or importing
countries but also in transit countries; have a
systemic nature and are difficult to predict.

Logistics risks

Logistics and
transportation
risks

Loss, damage, or delay of cargo; disruption of
transport infrastructure; operational failures of
logistics providers.

Amplified in multimodal transportation and
complex routes; can cause cascading delays
throughout the supply chain.

Financial risks

Financial risks

Currency risks; interest rate risks; liquidity
risks; risks related to the use of trade finance
instruments.

Closely integrated with trade finance
mechanisms; affect the solvency of participants
in foreign trade operations.

Operational
and systemic
risks

Operational and
systemic risks

Failures in information systems; cyberattacks;
breakdowns in coordination between supply
chain participants.

Characterized by rapid propagation; capable of
paralyzing the functioning of significant parts
of the global supply chain.

Source: developed by the authors based on [1; 6-9; 11-15]

The proposed approach to integrated assessment of
foreign trade risk corresponds to the logic of aggregating
multi-component risks commonly accepted in international
economic literature and applied in studies on risk management
in international trade and global supply chains. The use of
weighting coefficients allows accounting for the unequal
significance of individual risk groups depending on the
specifics of the product, market, and supply chain structure.
Similar approaches are widely used in research on supply
chain risk management and the economic consequences of
disruptions in global supply chains [2; 4; 12].

A characteristic feature of foreign trade risks in global
supply chains is the cascading effect of risks, where the
realization of one risk may trigger secondary risks at other
stages of the chain.

As global supply chains grow more complex, insurance
of foreign trade risks becomes a key tool to ensure the
stability of international trade. It enables risk redistribution
among market participants, reduces financial losses, and
increases the predictability of foreign trade operations.

The financial consequences of risk events within an
insurance framework can be formalized using the expected
loss indicator:

EL=YPj-Lj )
Jj=1
where EL — expected insurance losses; Pj — probability of
the insured event; Lj — magnitude of financial losses.

The use of expected loss as an indicator is a
fundamental tool in the economic analysis of insurance
operations and is widely applied in insurance theory
and risk management. In the context of international
trade, this model allows for a quantitative assessment of
potential financial consequences of foreign trade risks
and substantiates the feasibility of insurance coverage
considering the probability of risk events. This approach
underlies the calculation of insurance premiums and is
used both in commercial insurance and in export credit
insurance systems [7; 8].

Within the risk management concept, insurance is
considered a risk transfer instrument, the effectiveness of
which can be expressed as a reduction in overall risk:

AR=R,~R, 3)
where R, — risk level without insurance coverage; R, — risk
level after applying insurance.

The proposed risk reduction indicator allows insur-
ance to be viewed not only as a mechanism for financial
compensation but also as an active risk management tool.
In international trade, particularly within global supply
chains, the effect of insurance manifests in reduced uncer-
tainty, stabilization of cash flows, and increased resilience
of trade operations to external shocks. A similar approach
to evaluating insurance effectiveness is used in studies on
the role of insurance in international economics and finan-
cial stability [1; 7].

In practice, international trade applies a range of special-
ized insurance types, each aimed at covering specific groups
of foreign trade risks (Table 2).

The institutional role of international standards in the sys-
tem of foreign trade risk insurance within global supply chains
is summarized in Figure 1, which illustrates the sequential
cause-and-effect relationship between the functioning of
global supply chains, the formation of foreign trade risks, and
the mechanisms for their insurance coverage.

According to Figure 1, global supply chains serve as
the environment in which foreign trade risks arise, encom-
passing commercial, logistics, financial, and political
aspects of international exchange. As the complexity and
interdependence of such risks increase, international stan-
dards assume the role of a key institutional element that
ensures the unification of approaches to risk identification,
allocation, and insurance coverage.

Structurally, the diagram reflects three interrelated
groups of international standards: trade standards, repre-
sented by Incoterms rules, which determine the moment
of risk and cost transfer between the parties to a contract;
insurance standards, which regulate approaches to risk
assessment and the formation of insurance coverage; and
regulatory standards, aimed at ensuring transparency, con-
sistency, and stability in the functioning of insurance mar-
kets. The interaction of these standards forms the basis for
the development of unified insurance approaches within
global supply chains.
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Table 2
Major Types of Insurance in International Trade and Corresponding Risk Groups
Type of Name Covered Risks Application in International Link to International Standards
Insurance Trade
Loss, damage, or destruction | International transport using | Determined by Incoterms, which
Cargo Cargo s, . . . . . .
) . of cargo; delivery delays; various modes, including regulate the point of risk transfer
insurance | insurance N . . . .
transportation incidents multimodal transportation between contracting parties
Export . Commercial non-payment Export operations with Aligned with international insurance
. Export credit L 1ee A ) . .o
credit insurance risks; political risks; risk of deferred payment; trade with | principles and trade finance
insurance foreign buyer bankruptcy new or high-risk markets mechanisms
Political . . Sanctions; currency . . Based on international standards
. Political risk e S Long-term international trade .
risk . restrictions; nationalization; ; . and regulatory principles of
. Insurance P - and investment operations .
insurance expropriation; armed conflict insurance markets

Source: developed by the authors based on [5; 6, 7; 8, 9].
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Figure 1. The role of international standards in shaping foreign trade risk insurance mechanisms within global supply chains

Source: developed by the authors

The overall effect of international standards is an enhance-
ment of foreign trade risk management efficiency, manifested
in the reduction of uncertainty, optimization of responsibility
allocation among international trade participants, and assur-
ance of predictable insurance protection. Thus, Figure 1 illus-
trates the system-forming role of international standards in the
architecture of international trade risk management.

One of the key international standards directly affecting
the insurance of foreign trade operations is the Incoterms rules
of the International Chamber of Commerce, which define the
moment when the risk of loss or damage to goods passes
from the seller to the buyer, as well as the allocation of costs
between the contracting parties, which is fundamental for the
formation of insurance coverage [5].

For a generalized assessment of the role of international
standards in foreign trade risk insurance, it is reasonable to use
the Insurance Standardization Index:

S, +S +S
- 13 3[ r ( 4)

where SI — insurance standardization index; S, — level of
application of trade standards; S, — level of application
of trade standards; S, — level of regulatory harmoniza-
tion.

ST
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The proposed insurance standardization index is con-
ceptual in nature and aims to provide a generalized assess-
ment of the degree of alignment of insurance mechanisms
with international standards in global supply chains. Simi-
lar indicative approaches are applied in analytical reports
of international organizations to evaluate the institutional
environment of international trade and financial markets.
In the context of this study, the index allows linking trade
standards (Incoterms), insurance principles, and regulatory
harmonization into a single analytical framework, which is
important for further empirical research [3; 6; 9].

Conclusions. The study shows that the increasing com-
plexity of global supply chains leads to a higher level of
foreign trade risks and requires the application of compre-
hensive risk management tools that combine qualitative risk
identification with quantitative assessment. The proposed
integrated risk indicators, expected loss assessment model,
insurance effect indicator, and insurance standardization
index are consistent with contemporary approaches to inter-
national trade risk analysis and complement existing theo-
retical frameworks in supply chain risk management.

It has been demonstrated that international standards
play a decisive role in enhancing the effectiveness of
foreign trade risk insurance, ensuring the unification of
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approaches to risk and responsibility allocation among the analysis of the adaptation of international standards
international trade participants. Future research should to the conditions of digitalization and transformation of
focus on the empirical testing of the proposed models and  global supply chains.
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