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This article reveals the necessity of the development of medical insurance in Ukraine in order to provide citizens with access to
high-quality medical care. The features of its financial support are determined on the basis of the current state diagnostics of the
healthcare sector, as well as the level of development of the medical insurance services. The prospects of the widespread implemen-
tation of medical insurance are analyzed. In addition, the financial indicators of the healthcare sector of the EU member states are
presented to predict the potential consequences of accelerating the development of the health insurance market in Ukraine.
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Formulation of the problem. The problems of the social welfare system of the nation rises
as one of the challenges in the process of integration of Ukraine into the European Union (EU).
One of the components of the social welfare system is the healthcare. The availability and quality
of healthcare are important indicators of the socio-economic development of the country. How-
ever, healthcare provides adequate social welfare of the citizens, only given a sufficient level of
financial support. In its modern state, the healthcare system of Ukraine is in an unsatisfactory
state, which hinders the processes of integration of Ukraine into the European community.

The economic resources of the healthcare system are limited, which makes it impossible
to support normal operation and development of the system. In October 2017, the Verkhovna
Rada adopted the Law of Ukraine No. 6327 “On State Financial Guarantees for the Provision
of Medical Services and Medicine”, which stipulates that in 2018, the structure of payment
for medical services will change. Primary (services of the GP), palliative (in the last days of
life) and emergency medical services shall be sponsored by the Budget of Ukraine. Services
of specialized professionals shall be partly covered by the state budget and partly by the pa-
tient, but the ratio between the sources of payment is not specified yet. Dental care, services
of a plastic surgeon and treatment without referral by a doctor shall be paid by patients in full.
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It is expected that the budget will sponsor the basic package of the healthcare services for
the citizens of the country. All other types of healthcare services shall be paid by the citizens.
Then, the budget is capable to support only current expenditures, and no funds for sponsoring
the renewal of the healthcare sector are expected.

Thus, in the process of reforming the healthcare sector, the problem of the formation of
the optimal mechanism for financing the development of the sector is not the only one. An-
other sizable problem is giving the citizens of the country the opportunity to enjoy paid
healthcare services. The solution to these problems may be the more widespread use of public
services of voluntary medical insurance, which may be one of the most important sources of
financing public healthcare.

It is important to assess the current state of financing of healthcare, understand the state of
the market of the medical insurance, as well as study the experience of the leading countries
in reforming their respective healthcare systems. A detailed study will allow to create the the-
oretical and practical foundation for the active implementation of the medical insurance. It
will also help to further improve the mechanism of financing the public healthcare by means
of the active implementation of the medical insurance.

Overview of recent research and publications. Both domestic and foreign scientists in-
vestigate problems of modern models of financing healthcare, as well as the formation and
introduction of mechanisms of provision of the medical insurance in Ukraine. Foreign con-
cepts of medical insurance and prospects for their implementation in Ukraine are highlighted
in scientific works by Janul I. E. [1], Marchenko O. V. [2], Mnyha M. V. [7] and many other
scholars. The state of the healthcare system in Ukraine, its financing and the development of
the market of medical insurance services are discussed in the works of Bidnyk N. B.,
Ilchuk O. O. [3], Marchenko S. K. [4], Bilyk O. L. [5], Boldova A. A. [6], etc.

Selection of previously under researched aspects of the general problem. Despite a
large number of scientific works devoted to the mechanisms of financing Ukraine's healthcare,
the condition of the healthcare sector remains unsatisfactory. Many aspects of the system are
not sufficiently investigated and require further research. In order to identify the main problems,
one should have a comprehensive diagnosis of the modern healthcare system in relation to the
level of economic support it receives in Ukraine and compare the key indicators with the EU
member states. It is important to systemize the experience of the leading countries that have
successfully implemented reforms of healthcare, especially with the use of medical insurance.

The aim of the article. The aim of this research is to study the modern system of financial
support of healthcare in Ukraine in terms of various economic indicators, compare the system
with the data from the members of the EU, and develop practical recommendations for solving
the problems of the financial system for supporting the healthcare system of Ukraine, based on the
leading European countries, which have well-formed systems of provision of medical insurance.

Content. The comparison of selected indicators of provision of healthcare in Ukraine and
the EU member states indicates the poor state of the healthcare system in Ukraine (Table).
The life expectancy and mortality rates are inextricably linked to the quality and accessibility
of healthcare services, which directly affect the proportion of people who are ill, a causative
factor in these indicators. In 2017, when compared the EU member states, Ukraine had the
lowest life expectancy and the highest mortality rate.

In 2015, in Ukraine the number of hospital beds per 1,000 people was 7.8. The number of doc-
tors per 1,000 people increased to the value of 4.37. Consequently, Ukraine has a larger number of
hospital beds and the density of doctors per 1,000 people than most EU Member States. However,
these indicators, although at a high level, do not indicate a satisfactory level of public healthcare.

Asking for medical assistance requires significant for ordinary citizens financial expenses
(payment of benefits of operating expenses, purchase of medicine), therefore, people with be-
low average income often refuse to receive specialized medical services and choose self-
medication. Healthcare services are of low quality: no organized system for choosing the doc-

110



IMPOBJIEMU I IIEPCIIEKTUBH EKOHOMIKU TA YIIPABJIIHHA Ne 2 (14), 2018
OIHAHCOBI PECYPCU: [TPOBJIEMU ®OPMYBAHHA TA BUKOPUCTAHHA

tor for admittance of the patient exists, hence one cannot rely on the qualification of a special-
ist to provide medical services. In addition, medical institutions use outdated medical equip-
ment and methods of treatment.

Table
Indicators of healthcare systems in Ukraine and selected members of EU
Country Life.expectancy Mo.rtality Number of hospita.il beds Number of doc.tors
in 2017 rate in 2015 | (per 1000 people) in 2014 | (per 1000 people) in 2014

Ukraine 70 15 7.9 4.35
Finland 80 10 4.5 3.02%
Sweden 82 9 2.5 4.12%
Norway 81 8 3.8 4.43
Denmark 80 9 2.7 3.65%
Germany 81 11 8.2 4.11
Poland 77 10 6.6 2.31
Slovakia 77 10 5.8 3.39%
Czech Republic 78 11 6.5 3.69*
Austria 81 10 7.6 5.05
Hungary 76 13 7.0 3.32
Switzerland 82 8 4.6 4.13
Italy 82 11 3.3 3.88
France 82 9 6.2 3,12
Belgium 80 10 6.2 2.97
Netherlands 81 9 - 2.86
Luxembourg 80 7 4.9 2.86
Spain 82 9 3.0 3.80
Portugal 79 11 3.3 4.43
Bulgaria 75 15 7.1 3.99
Ireland 81 6 2.6 2.81
United Kingdom 81 9 2.7 2.79
Estonia 75 12 5.0 3.31
Latvia 74 14 5.7 3.22
Lithuania 77 14 7.2 4.31
Romania 75 13 6.7 2.70
Slovenia 78 10 4.5 2.77
Greece 81 11 4.2 6.26

Notes: * — the last update of the data by the results of 2013.

Source: compiled by the author on the basis of [8-14].

Starting from 2018, the government of Ukraine plans to improve the quality of medical
services by giving the possibility of signing a contract with an independent qualified physi-
cian and transformation of the methods of financing the public healthcare. The current materi-
al and technical base in hospitals remains obsolete, and medical services do not correspond to
modern European standards. The development of the scientific and practical base of the
healthcare services and its modernization is impossible due to inadequate financial support.

According to the State Statistics Service of Ukraine, the main sources of financial support
for the healthcare sector in Ukraine in 2015 were 1) funds of individuals, business entities and
non-profit organizations, which correspond to 50.9 % of the total amount of financing;
2) funds from the state and local budgets, as well as the Social Insurance Fund, 48.7 %:;
3) other sources, up to 0.4 % [15].

Consequently, there is a paradoxical situation: the national system of healthcare, which is
modelled to be supported by the budget, is increasingly financed by private funds. It leads to
the inability of the state, due to the existing level of expenditures for this sector, to provide
proper public healthcare services. Military action in the East of Ukraine, worsening economic
and political crises led to a reduction in the share of money allocated to the healthcare in the
total expenditures of the consolidated budget in recent years (Fig. 1).
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Following data from 2016, 16.51 % of the expenditure budget of Ukraine for the
healthcare sector came from the State budget, the rest was allocated from local budgets.
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Fig. 1. Dynamics of the share of expenditures for healthcare in the consolidated budget of
Ukraine, in %
Source: compiled by the author on the basis of [16].

In 2015, 90.1 % of the total Consolidated Budget expenditures of Ukraine were current
expenditures, the largest share of which was directed to the payment to personnel (55.9 %)
and the use of goods and services (40.9 %): medical products, payment for utilities and ener-
gy carriers, procurement items and inventory, expenses for business trips, etc. Consolidated
capital expenditures in the budget account for only 9.9 % of all expenditures [17], indicating a
slow recovery of medical institutions, including the introduction of innovative therapies, sci-
entific research, etc. As a result, on the basis of 2014, the share of expenditure on healthcare
in Ukraine, as a percentage of GDP, is lower than in the members of the EU (Fig. 2).
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Fig. 2. Public expenditure on healthcare in 2014, in % of GDP
Source: compiled by author on the basis of [18].
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The population of Ukraine, a significant proportion of which is not ready to pay higher
taxes or health insurance premiums, spends large sums of its income for medical care, but
sporadically and unorganized. Based on data from 2015, the average amount of expense of a
household was 4,952 UAH, of which healthcare counted for an average amount of 3.7 % of
the total amount, which is 183.22 UAH [19].

In current conditions of the healthcare industry, such costs are not documented, so they
are labelled as “pocket expenses”. This term is used by the World Bank in the field of
healthcare to indicate any direct or indirect personal or in-kind contributions of citizens,
which are informal, i.e. “in envelope” fees to doctors and expenses on pharmaceutical suppli-
ers. According to the World Bank, the amount of “pocket expenses” for healthcare costs in
the expenditure of an average Ukrainian citizen is higher than in the majority of the members
of the EU (Fig. 3).
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Fig. 3. Amount of “pocket expenses”, as a portion of total spending on healthcare, in %

Source: compiled by the author on the basis of [20].

This situation shows the necessity to transform the mechanisms of financing the
healthcare system of Ukraine. A desirable direction for the reform is the introduction of the
medical insurance as an important source of funding for the healthcare system.

The market for the medical insurance services in Ukraine today is based only on individu-
al or collective voluntary agreements and develops at a slow pace (Fig. 4).

113



MMPOBJIEMU I ITEPCITEKTMBU EKOHOMIKU TA YIIPABJITHHA Ne 2 (14), 2018
OIHAHCOBI PECYPCU: ITPOBJIEMU ®OPMYBAHHS TA BUKOPMCTAHHA

2500 55 Gross insurance
premiums, UAH
million

Net insurance
2000 20 premiums, UAH
million

\
Gross insurance
1500 15 payments, UAH
million
Net insurance
1000 - - 10 payments, UAH
million
=== Share in the structure
500 - -+ 5 of all net insurance
premiums,%
Share in the structure
0 - . . . . . 0 of net insurance

2011 2012 2013 2014 2015 2016 payments,%

Fig. 4. Indicators of the development of the market of medical insurance

Source: compiled by the author on the basis of [21].

There is a clear tendency to increase gross and net insurance premiums for this type of in-
surance. The share of net insurance premiums of medical insurance in the total insurance pre-
miums increased slightly during the period, and in 2016 it amounted to 8.6 %. Gross and net
insurance premiums for medical insurance became larger as well. However, the share of net in-
surance premiums of medical insurance in the total payments for all types of insurance in 2014
reached 22.7 %, and in 2016 this figure decreased to 15.7 %. The level of gross insurance pre-
miums for medical insurance was the highest of all types of insurance and amounted to 56.9 %.

According to the results of the first quarter of 2017, the growth of net insurance premiums
for medical insurance in comparison with the same period of the previous year was 10.7 %,
which indicates a slow tendency of increase of voluntary purchase of medical insurance. The
share of net insurance premiums for this type of insurance in the total amount of insurance
premiums for all types of insurance was 11.2 %. Net benefits from medical insurance grew
faster (increase during the first quarter of 2017 was 25.9 %) than net premiums, which result-
ed in the increase in the level of net claims for this type of insurance to 57.2 % [21].

Hence, medical insurance is characterized by a high level of payments, which affects the
size of insurance rates. Thus, the medical insurance is expensive. For example, the insurance
provider PROVIDNA (“ITPOBIJIHA”), which during 2016 was at the first place in the rating
of insurance companies by the size of bonuses for this type of insurance [22], offers a service
Fairytale care (“KACKOBa TYPBOTA”) that includes a wide coverage, this year costs from
6,250 UAH to 8,620 UAH for one year of coverage.

Special packages also exist: Corporate (“KopmoparuBna”, for coverage of not fewer than
for 5 employees of a firm) with the cost of 1,200—6,000 UAH per year; Care about the collec-
tive (“TYPBOTA npo konektus’) with the cost of 600—1,500 UAH per year, etc.

The second-ranking company NAFTAGAZSTRAKH (“HA®TAI'A3CTPAX”) offers
medical insurance with an annual premium of 3,000-16,000 UAH depending on the service.
The third-ranking company AXA Insurance works only with corporate clients and determines
individual contributions.

The company Unika (“Ynika”) provides three types of health insurance. However, no in-
formation in the public domain exists. Some insurance companies included in the top ten list
offer specialized coverage, such as “Accident” (“Hemacuuit Bunagok”), “Easy Help” (“Jlerka
noriomora’), etc.
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The company INGO Ukraine (“IHI'O VYxkpaina”) offers a social package for 4,680 UAH
per year for an adult younger than 60 years of age. The individual approach to clients is of-
fered by the company Rarytet (“Paputer”). The company offers coverage to corporate clients
with coverage of at least 3 people; as the number of insured individuals increases, the cost of
the premium decreases. The price also depends on how large of a proportion such employees
from in relation to the total number of employees, as well as the gender structure of the team.

On the basis of the study of gender distribution in the labor market of Ukraine in 2011
[23] and the distribution of business entities by size [24], the average insurance coverage is
2,829 UAH per year [25]. Moreover, this coverage under the program “Integrated medical
care A+C+D” (“Kommuiekcna menuuna gornomora A+C+D”) includes services of a polyclinic
with medicines, in-patient care and emergency care.

In connection with an increase of the average wage to 5,887.70 UAH in 2017 and intro-
duction of paid medical services by specialists as a result of the reform of the medical sector,
conditions for the expansion of the client base of insurance companies were created. Paid ser-
vices of specialists, according to preliminary calculations, will cost the population not less
than insurance premiums proposed by insurance companies. In addition, because of the in-
crease of the income of population, the use of medical insurance may become more wide-
spread, as evidenced by foreign practice.

Conclusions and suggestions for future work. The conducted studies indicate that the exist-
ing healthcare system in Ukraine does not meet current requirements. It needs an immediate re-
form. The infrastructure indicators do not meet the quality requirements of medical services in a
competitive economy, as evidenced by social indicators. The current model of financing the
healthcare system of Ukraine is ineffective and inefficient. This situation requires immediate at-
tention, especially during the period of integration of Ukraine into the European Community.

The reform of the healthcare industry would involve the reduction of the «pocket expenses»
and legalization of the maximum payment for medical services. The medical insurance may be
an important tool to ensure the access of the public to specialized healthcare professionals.
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