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Institutional development
of voluntary health insurance market in Ukraine

Abstract. Introduction. Many reforms are taking place in Ukraine within the framework of the European
integration. Modernisation of the health care system is one of them. In Europe, medical insurance possesses are one of the most
significant elements of the insurance market along with car and property insurance. Notwithstanding this fact, the development
of the Ukrainian voluntary health insurance system is obstructed by several major objective and subjective factors. Purpose
and Results. This article examines classification of the voluntary health insurance system, demonstrates trends in the dynamics
of voluntary health insurance development, shows peculiarities of quantitative and qualitative changes in its constituents and
identifies problems and prospects of its development in Ukraine. Such methods of research, as system approach, analysis and
synthesis, dynamics and structure valuation, and market segmentation have been used.

The authors of this article have generalised the classification of the voluntary health insurance and calculated shares of insurance
premiums for voluntary health insurance contracts and the level of insurance payouts. The article determines the dynamics of
the volume and level of insurance payments on voluntary medical insurance in Ukraine in 2010-2015; as well as quantitative and
qualitative characteristics of the institutional development of the voluntary medical insurance in the country. Besides, the factors
that have a negative impact on the development of this part of the insurance market have been defined.
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Cno6opasaHiok O. B.

KaHOMaaT eKOHOMIYHMX HayK, AOLEHT, 3aBigyBad kadenpu ciHaHciB, rpowoBoro obiry i KpeauTy,

KuiBCbKUIA HaUiOHaNbHWUIA TOProBEbHO-EKOHOMIYHNIA YHIBEPCUTET,

OpaecbKnin TOproBenbHO-eKOHOMIYHWUM iIHCTUTYT, Ofeca, YKpaiHa

IHCTUTYLliOHaNBbHUA PO3BUTOK PUHKY [OOPOBINILHOrO MEeANYHOro CTpaxyBaHHA B YKpaiHi

AHoTauifa. Y cTaTTi 4OBEAEHO BaXKNMBICTb NOCNYr A406POBINbHOrO MEANYHOro CTpaxyBaHHA AK IHCTPYMEHTY 3aXMCTy coLiasibHO-
€KOHOMIYHMX iHTEepeciB iHAMBIAYyanNbHUX i KOPNOpPaTMBHUX KIIEHTIB. YTOYHEHO Knacudikauilo [06pOBiNbHOrO Meau4Horo
CTpaxyBaHHA 3a BuAamu, cyb’ektamu, ymoBamu [OroBopiB. Ha OCHOBI KiNbKiCHMX OUIHOK NpoaHani3oBaHO 3HauvyLWiCTb
[OBPOBINBbHOrO MeAWYHOro CTpaxyBaHHA AK CermMeHTa CTPaxOBOrO PUHKY. Bu3HayeHO 3aKOHOMIPHOCTI AMHAMIKM YMCTUX
CTPaxoBMX MNPEMIli i HaCTKM CTPaxoBMX BUMIAT HA HBOMY, @ TAKOX MNEePCrNeKTMBU PO3BUTKY BKA3aHOrO CerMeHTa, AKi NoB’A3aHi 3
hopMyBaHHAM KOHKYPEHTHOrO cepefoBuLLa Ta AiASbHICTIO aCUCTaHCbKMX KOMMaHIN.

Knio4yoBi cnosa: iHCTUTYLiOHaNbHWIA PO3BUTOK; MeANYHe CTpaxyBaHHsA; PUHOK.

CnobopsaHiok O. B.

KaHOMaaT 9KOHOMUYECKUX HayK, AOLEHT, 3aBeaytollan kadeapon hvHaHCoB, AEHEXHOro obpalleHna 1 KpeamTa,

KneBckunit HaumMoHasIbHbIN TOProBO-3KOHOMUYECKMIA YHUBEPCUTET,

Opeccknii TOProBo-aKOHOMUYECKUA MHCTUTYT, Ofgecca, YKpavHa

WHcTUTyuMoHanbHoe pasBuTue pbiHKa 4OGPOBONILHOINO MEAULIMHCKOrO CTpaxoBaHUA B YKpauHe

AHHOTauuA. B cTtaTbe AokasaHa BaXHOCTb YCMyr Mo A06pPOBONIbBHOMY MEAULIMHCKOMY CTPaxOBaHWIO Kak WMHCTPyMeHTa
3alunTbl counanbHO-O9KOHOMUYECKNX UHTEepeCcOoB MHAuBMAyanbHbIX U KOPMOPAaTUBHbLIX KIIMEHTOB. YTouHeHa KﬂaCCI/ICpMKaLlVIFl
[06POBOSIBLHOrO MEAMLMHCKOrO CTPaxoBaHWA No BuaaMm, cybbekTam, yCrioBMAM AOroBopoB. Ha 0CHOBE KONMYECTBEHHbIX OLIEHOK
npoaHanManpoBaHa 3Ha4MMOCTb JOOPOBOMBHOMO MEAULIMHCKOrO CTPaxXOBaHUA KaK CerMeHTa CTpaxoBoro pbiHka. OnpeneneHsl
3aKOHOMEPHOCTUN ANHAMUKU HYUCTbIX CTPAXOBbIX npelku7| M HacCTu CTpaxoBbiX BbIMJ1IAT HA HEM, a Tak>XXe NepCneKTuBbl pasBuUTnA
YyKa3aHHOro CErMeHTa, CBA3aHHble ¢ POPMMPOBAHNEM KOHKYPEHTHOW cpeabl U AeATENbHOCTHIO aCCUCTAaHCKUX KOMMaHWMA.
KniouyeBble cnosa: NHCTUTYUMOHaJIbHOE pa3BnTne; MeauunHCKoe CTpaxoBaHue; PblHOK.

1. Introduction is obstructed by several major objective and subjective fac-

Every state should have constant and sufficient financial
resources to fund health care system. Medical insurance plays
an important role in it. Every country adapts the traditional
models of voluntary and compulsory social insurance accor-
ding to trends and characteristics of its socio-economic deve-
lopment. [1, 165] In order to improve medical insurance system
in a country a historical and legislative experience should be
taken into account.

At the beginning of the 20th century Ukraine was under
the rule of two different countries, each of which had its own
social security system [3, 543]. The organisation of a fun-
ding model for the modern Ukrainian medical insurance sys-
tem is being done in the framework of European integration.
In Europe medical insurance possesses one of the most
significant parts of the insurance market along with motor
and property insurance. [4, 35] Simultaneously, the develo-
pment of the Ukrainian voluntary health insurance system
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tors. Most of them are related to the imperfect legislation,
healthcare systemic crisis, corruption in the public sector of
health services and uncompetitive practices in the private
healthcare sector. For this moment, there are no state incen-
tives that would encourage cooperation between medical in-
stitutions and insurance companies. Therefore, insurers are
treated as donors that are supposed to solve systemic prob-
lems of various medical institutions, or as needless interme-
diaries that can obscure cash movements (cash flow) in the
given algorithm.

2. Brief Literature Review

The problems of voluntary health insurance improvement
were main topics of works conducted by such researchers
as M. Green (2014) [5], P. Kongstvedt (2015) [6], M. Morrisey
(2013) [7], L. Norris (2015) [8], Y. Homynych and N. Cheluhyna
(2013) [9]. Ukrainian scholars, instead, have devoted their re-
searches to a cluster model of medical services [10, 46] and
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to modelling the impact which compulsory social health insu-
rance has on the development of human capital [11, 47]. Al-
though these researches have contributed a lot to the deve-
lopment of scientific approaches used to analyse the health
insurance system, issues such as institutional development of
the voluntary health insurance in Ukraine still require additio-
nal thorough study.

3. The purpose of the research is to systemise the classifi-
cation of the voluntary health insurance, to demonstrate trends
in the dynamics of voluntary health insurance development, to
examine peculiarities of quantitative and qualitative changes in
its components and to identify problems and prospects of its
development in Ukraine.

4. Results

Voluntary health insurance is a type of private insurance,
according to which a basis of insurance policy is defined as
property interests (in accordance with the law) related to
health and employability of the insuree. It provides a possi-
bility of full or partial reimbursement for medical and health-
care services received by the insured person in case of health
problems (under the terms of the signed insurance contract).
The main classification features of voluntary insurance types
are approved by the Order of the State Commission for Re-
gulation of Financial Services Markets of Ukraine as of 9 July
2010, No. 565 [12]. This order designates the following types
of health insurance:

e permanent health insurance, which covers costs for medi-
cal aid provided by medical institutions to the insuree in the
framework of the chosen health insurance program. The
mentioned aid is rendered in case of diseases; exacerba-
tion of chronic diseases or health disorders due to accident,
other types of medical assistance provided according to the
insurance agreement, reimbursement of health care expen-
ses confirmed by the relevant documents;

¢ health insurance in case of illness, which defines responsi-
bility of the insurer to make an insurance payment under the
terms of the insurance agreement. It presents a real oppor-
tunity to get a financial compensation in full or partial amount
from the insurance company in case of illness, death or tem-
porary disability due to the insuree’s iliness or in the case of
a disease which is recognised by the insurer within the term
of the insurance contract;

* medical expenses insurance, which is a type of health
insurance that covers medical, surgical and hospital ex-
penses. It defines the responsibility of the insurer to make
an insurance payment or reimbursement of the expenses
(certified by receipts) for health and other assistance re-
lated to the insuree’s disease, exacerbation of chronic di-
seases or health disorders due to accident or death, or
due to disease or accident that took place during the in-
suree’s trip.

Except for being structured by types, voluntary health
insurance also has other characteristics for classi-
fication (Figure 1). According to the subject of the
insurance program, voluntary health insurance is
divided into two groups: for private and for corpo-
rate clients. Corporations mainly use this type of
insurance as a motivation for the employees (so-
cial investment packages). According to the terms
of the insurance contract, voluntary health insu-
rance services can be split into standardised and
personalised.

Insurance coverage in a standardised insurance
package includes:

e first aid (comprising stationary ambulance);

¢ professional, dental, outpatient and preventive exa-
mination;

e childbirth maintenance (during pregnancy and child-
birth);

¢ medical treatments, etc.

Whereas, terms of personalised voluntary in-
surance contracts could be expanded by: vitamin
therapy, immunisation, massages, activities and
exercises in the swimming pool or gym and other
courses.
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The main purpose of voluntary health insurance is to
guarantee insurees qualified medical assistance in case of
happening of an insured event. Such assistance is provided
within the accumulated assets. On the one hand, the above-
mentioned refers to the financing of actually received medi-
cal or disease preventive services. On the other hand, it cor-
responds to the assurance of health services’ quality. Par-
ticularity of this insurance type is that the quality of insu-
rance highly depends both on the work of the insurer and on
the performance of its counterparts/partners (pharmaceutical
companies and other medical institutions). Therefore, most
of the insurance companies are eager to cooperate either
with those private medical institutions that could provide the
required quality level or with state health care institutions
which are willing to implement proper accounting and con-
trolling over receipt and use of funds.

Rates of net voluntary health insurance premiums have
increased from 1,162 to 2,130.1 million UAH (or 1.83 times)
during the period of 2010-2014 (Table 1). Net insurance pre-
miums for the health insurance in case of illness have in-
creased at an accelerated pace (by 2.17 times). The rise of
the underwriters’ premiums was caused by an increase in
prices for medicines and medical services as well as by the
introduction of new expensive voluntary health insurance
programs.

Net premiums written have changed less (by only 1.4
times), which caused an increase in insurance premiums
ratio from 8.72% to 11.46%. The results for the first nine
months of the year 2015 show that this ratio declined to
10.71%.

The growth rate of net claims incurred for voluntary
health insurance has straggled the growth of premiums (by
1.71 times), so that the level of payments under the terms of
insurance contracts has decreased from 64.9% to 60.5%.

The acceleration was observed in payments for the insu-
rance in case of iliness (by 80 times) and for the permanent
health insurance (by 75.1%) (Table 2). Although a higher rate
of insurance payments is observed in cases of the perma-
nent health insurance, it decreased during the researched
period (from 78.2% in 2010 - to 59.7% as for the 9 months of
2015). This type of insurance is very technological, requires
proper functioning of the system and still has high losses
(that constantly increase). Permanent health insurance has
the greatest share in the voluntary health insurance (71% as
of 1 October 2015).

With the beginning of economic crisis in Ukraine, most
of the employers have started reducing costs on various so-
cial programs, especially on corporate voluntary health care
insurance. The main reasons for this were currency devalua-
tion, increase of prices for utilities, low insolvency, which
causes termination of the existing contracts and rejection to
continue interactions with unprofitable customers from the

Fig. 1: Classification of the voluntary health insurance
Source: Own research
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Tab. 1: Share of premiums for voluntary health insurance contracts
and the level of claims for them

Source: Own research based on [13]

Tab. 2: Trends in the dynamics of payments for voluntary health insurance in Ukraine

Source: Own research based on [13]

insurer’s side. An important problem lied also in the unpro-
fitable insurance programs, where subscription of medicines
was not limited, especially in times of price increase, custo-
mer attrition because of the rise in rates and tariffs and the
lack of control in the optimisation of losses. Insurers have no
impact on currency volatility, but they are obligated to opti-
mise losses intensifying their cooperation with the coordina-
tors at the insurance companies. Such coordinators are re-
sponsible for the cost control and monitoring of the receipts
for the insurees under terms of voluntary health insurance.

As institutions subordinate to the Ministry of Health of
Ukraine are state funded and are registered as non-profit or-
ganisations, they are not able to quickly update their mate-
rial and technological infrastructure; to prepare medicines to
stock; to provide fair living wage for employees; and there-
fore, to maintain qualified medical services. There were ca-
ses, when insurees were offered to consume unreasonably
expensive drugs/medicines instead of cheaper generic medi-
cines or to buy what is absolutely redundant. Such actions
are provoked by pharmaceutical companies. In such cases,
the denial of insurance claims to be reimbursed for the fully
insured patients is often explained as unconscionable con-
duct of the insurer. Accordingly, voluntary health insurance
system is aimed at improving the state medical institutions;
at enhancing their funding programs; and at controlling over
reallocation of budget funds and their intended use.

In contrast, private medical centres/clinics invest in mo-
dern medical equipment and attract new highly skilled em-
ployees; they are interested in providing high quality servi-
ces; they have well-organized business processes and as-
certained price-lists for their services. However, imperfect
competition in the health insurance market influences un-
fair price rise for such services in order to increase insu-
rers’ income. This causes insolvency of the voluntary health
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care insurance program (normally developed for an upco-
ming year).

Proper controlling over the costs for medical services
that are provided by private health care institutions will posi-
tively influence the formation of the competitive insurance
market and harmonise professional interests of both insu-
rers and insurees. The main goal of the voluntary health care
system is not only to assure an income for the insurance
company or medical institution, but also to satisfy interests
of the customer; and guarantee high quality of services pro-
vided.

5. Conclusions

The market of voluntary health insurance in Ukraine is rep-
resented by the following types: permanent health insurance;
health insurance in case of iliness; medical expense insurance.

Institutional development of voluntary health insurance
market in Ukraine is characterised by quantitative (steady
growth of net premiums and payments) and qualitative criteria
(increasing ratio of net insurance premiums and reduction of
the share of insurance premiums). There are also drivers that
have a negative impact on the development of this segment of
the insurance market. Among them:
¢ high volatility of national currency,
decline of living standards,
low market competition,
poor infrastructure,
low cooperation between insurance companies, hospitals
and insurees.

Therefore, proper development of the voluntary health care
insurance market is closely related to a competition and activi-
ties of the auxiliary companies on the market.

Taking into consideration all the above mentioned, our fur-
ther researches will be focused on the development of financial
mechanisms for compulsory health insurance.
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