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MARKET POWER AND COMPETITIVE POLICY ON THE MARKET
OF TOURIST SERVICES INSURANCE

Abstract. Man’s desire for self-development through knowledge of the world, the
realization of his right to rest are manifested in tourism. The development of tourism is also
facilitated by globalization and international integration, visa liberalization with individual
countries, as well as international economic and political unions. An effective tool for minimizing
risks in tourism is insurance. Despite the long period of forming, the market of travel insurance in
Ukraine still does not meet international standards, occupies a small place in the system of
insurance services. The purpose of this study is the analysis of concentration on the market of
tourist services insurance in Ukraine. The state and tendencies of concentration in the market of
travel insurance in Ukraine are analyzed. Lorentz’ concentration curves in the market of medical
expenses insurance are constructed. It has been shown that insurance in the market of medical
expenses is essential for the development of tourism in Ukraine, especially outbound. In this system
of provided insurance services the quality of tourist services should come first, which can be
achieved only under conditions of perfect competition, state regulation and implementation of
international insurance standards. It has been established that during 2014—2020 there were
processes of increasing the market power of insurance companies, an oligopoly is formed with four
or six main players. It has been shown that the leaders of insurance in the market of tourist services
are large insurance companies with foreign capital, operating at the international level. Their
gradual concentration in recent years indicates the improvement of the institutional framework of
tourist insurance, and the increase in insurance premiums and insurance payments indicates the
restoration of confidence of Ukrainians in insurers.

Keywords: market power, concentration, competitive policy, insurance, tourism, market,
risks.
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PUHKOBA BJIAJIA I KOHKYPEHTHA ITOJIITUKA
HA PUHKY CTPAXYBAHHSA TYPUCTUYHHUX TOCJIYT

AHoTtauis. [IparHeHHs JTIOAMHU O CAaMOPO3BUTKY Yepe3 Mi3HAHHS CBITY, peaji3allis Horo
IpaBa Ha BIJAMOYMHOK 3HAaXOJATh CBIA NposB y Typusmi. PO3BUTKOBI TypHUCTHYHOI IiSIIbHOCTI
TaKOX CIPUSIOTH INIoOaizalis ¥ MiXKHapoJgHa 1HTerparis, jidepainizallis BI30BHUX PEXHUMIB SIK 3
OKPEMHUMH KpaiHaMH, TaK 1 MDKHApPOJHUMH E€KOHOMIYHMMH W TOJITHYHUMH COr03aMH. JlieBUM
IHCTPYMEHTOM MiHIMi3alli pU3UKIB y TypHu3Mi € cTpaxyBaHHs. He3Baxkaroun Ha TpUBaIMi mepion
CTaHOBJICHHS, PUHOK CTpaxyBaHHS TYpPUCTUYHHMX MOCIYr B YKpaiHi ¥ JOHMHI HE BIJIOBiAA€
MDKHapOJAHMM CTaHIapTaM, 3aliMa€e HE3HAayHE MICLIE B CHCTEMI CTPaxOBHUX IOCIyr. MeTtoro
JOCTI/DKEHHS € aHaji3 KOHIEHTpalli Ha PUHKY CTpaxyBaHHS TYPUCTHUYHUX MHOCIYr B YKpaiHi.
[TpoaHanizoBaHO CTaH 1 TEHJEHLIT KOHIEHTpAI[ll Ha PUHKY CTpaxyBaHHS TYpUCTHYHHUX IOCIYT B
VYkpaini. [loGynoBano kpuBi JlopeHna KOHIEHTpalii Ha PUHKY CTpPaxyBaHHS MEIUYHUX BUTpAT.
[TokazaHo, 110 CTpaxyBaHHS HAa PUHKY MEIUYHUX BUTPAT Ma€ ICTOTHE 3HAYEHHS ISl PO3BHUTKY
Typu3My B YKpaiHi, 0COOJIIMBO BUi3HOTO. Y IIilf CHCTeMi HaJlaBaHUX CTPaXOBUX MOCIYT Ha MepIie
MICIIE Ma€ BUXOAMTHU SKICTb OOCIYrOBYBaHHS TYPHCTIB, YOIO MO>KHA JIOCSTTH TUIBKH 32 YMOB
JIOCKOHAJI01 KOHKYPEHIIi, 1ep>KaBHOTO PEryJlOBaHHS i BIPOBAKEHHS MIDKHAPOIHHX CTaHIApPTIB
CTPaxoBOi MisTIBHOCTI. YcTaHOBiIeHO, 1o mpoTsrom 2014—2020 pp. BiaOyBarOThCSA MPOIECH
HApOIICHHS PHHKOBOI BJaAM CTPAaXxOBHUX OpraHizamii, ¢opMyeTbcs OJIrOnoiis 3 4OTUpMAa —
IricTbMa OCHOBHUMH TpaBisiMu. [lokazaHo, 110 jifepamMu cTpaxyBaHHS Ha PUHKY TYPHUCTHYHHUX
MOCJIYT € BEJIMKI CTPAaxOBi KOMIIaHIi 3 1HO3€MHUM KaIliTaJIoM, IO 3IMCHIOIOTH CBOIO JISUTHHICTh HA
Mi>KHApOTHOMY DiBHi. IXHS MOCTYNOBa KOHIIEHTpAllisi MPOTATOM OCTAaHHIX POKiB BKa3ye Ha
YIOCKOHAJICHHS 1HCTHTYLIOHAJIBHUX 3acajl CTpaxyBaHHS TYPHUCTIB, a 30LIBIICHHSAM OOCSTIB
CTPaxoOBHUX MPEMid 1 CTpaXOBHX BHUIUIAT — CBIJYUTH MPO BITHOBJICHHS JOBIPH YKpAiHIB 0
CTPaxOBHKIB.
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Introduction. Tendency of people to self-development through learning the world,
realization of their right to rest can be realized through tourism. Globalization and international
integration, liberalization of visa regime both with individual countries and international economic
and political alliances contribute the development of tourist activity. At the same time tourist
activity fulfillment should be based on the principle of safety and risk minimization for peoples’ life
and health, for this reason in accordance with the Art. 6 of the Law of Ukraine «On tourism» [1],
one of the main priority areas of the state policy in the sphere of tourism is determination of the
basics of tourism safety. In addition, the main directions in realization of the Strategy of tourism
and resorts for the period until 2026 within «Safety of tourists» [2] are the following: guarantee of
tourists’ safety and protection of their legal rights by providing emergency assistance to those who
are occurred to be in an emergency situation or are injured during the journey, intensification of
responsibility rested on tourist operators to consumers of tourist services.

An effective instrument of risk minimization in tourism is insurance. Despite the extended
period of establishing, the market of tourist service insurance in Ukraine does not meet the international
standards and takes an inconsiderable place in the system of insurance services up to the present day.

Realization of Strategy of development of the financial sector of Ukraine for the period until
2025 [3] accepted by the National Bank of Ukraine in 2020 needs the development of the market of
insurance services (goal 4.1.2), in particular, development, approval and implementation of a
circulation map for «Main principles of insurance» of the International Association of Insurance
Supervisors and implementation of EU requirements to the Ukrainian legislation as for regulation of
the insurance activity with consideration to the specificity of the national market; implementation of
management within the systemic influence of misleading fillips and promotion of competitiveness
on the market of financial services (goal 1.3.5).

Consequently, the investigation of concentration on the market of tourist services insurance
is a current and significant task of the scientific research which is driven by the choice of the theme
and the purpose statement.

Literature review and problem statement. D. Abramitova, R. Baharun, N. Botvina,
A. Diab, D. Hainaut, I. Huzela, P. Kannisto, O. Kneysler, S. Kotenko, O. Kozmenko, O. Kryvytska,
V. Lysenko E. Mamedova, A. Metwally, H. Naseeb, N. Ribun, N. Shashkova, L. Shupa, D. Tretiak,
Ch. Tso-Jen, Y. Tsu-Wei, N. Vnukova, O. Yatsenko, S. Zaychuk and many other scientists devoted
their works to the study of the problem of competitive development of the tourist insurance market.
They have developed theoretical and methodological bases for the development of the travel
insurance market, substantiated the principles for increasing the competitiveness of companies in it.

Thus, D. Hainaut identified a direct relationship between financial markets and insurance
markets [4]. In turn, the decline in financial activity of citizens, even despite the amount of savings,
directly determine the development of the insurance market for tourist services.

0. Kozmenko and V. Lysenko showed that the development of the tourist insurance market
is significantly influenced by the processes of globalization and economic integration, as well as the
liberalization of financial markets [5].

According to the fundamental research of A. Hutorov et al., insurance of tourist services is
one of the important conditions for inclusive development of the national economy [6].

P. Kannisto, R. Baharun et al. showed that resistance to local tourism markets causes risks to
human health and the need for travel insurance [7; 8].

E. Mamedova, S. Kotenko et al. and N. Shashkova et al. proposed an improved method of
analyzing the competitiveness of insurance companies in the market of tourist services [9—11]. In
this case, according to the author, a significant impact on the market is the concentration of market
power.

According to studies by Y. Tsu-Wei and Ch. Tso-Jen, despite the transaction costs, tourists
prefer to insure medical expenses in the highest rated insurance companies [12]. At the same time,

240 ISSN 2306-4994 (print); ISSN 2310-8770 (online)



FINANCIAL AND CREDIT ACTIVITIES: PROBLEMS OF THEORY AND PRACTICE 2021 N2 6 (41)

the lower cost of the electronic assistance policy mostly does not change the consumer’s choice of
customers.

S. Zaychuk [13], D. Tretiak [14] and O. Yatsenko et al. [15] identified the main trends in the
development of health insurance in Ukraine.

Studies conducted by O. Kneysler et al. showed that the concentration in the medical
insurance market in Ukraine is significant and due to the tendencies of monopolization of the
insurance market. Scientists have also substantiated a methodical approach to the analysis of the
concentration of the insurance market, which is based on the integrated application of market share
of the four largest companies and the Herfindahl-Hirschman index [16].

Recent studies by H. Naseeb, A. Diab and A. Metwally show significant transformations in
medical insurance for tourists, changes in the structure of the assistance policy under the influence
of the COVID-19 pandemic [17].

At the same time, in the context of globalization challenges and European integration
processes, further research on the problem of concentration in the market of tourist services in
Ukraine is needed, which led to the choice of the topic of this study.

The purpose of the study. The purpose of this study is the analysis of concentration on the
market of tourist services insurance in Ukraine.

Methodology and research methods. The methodological basis of the study is a systematic
analysis of the market of tourist services insurance in Ukraine and economic processes that
determine the dynamics of market power in it.

The level of concentration of the travel insurance market will be assessed using the analysis
of the market share of the largest insurance companies, as well as specialized methodological
approaches: the Herfindahl-Hirschman index, Hall-Tideman, Lind’s and Ginny’s indexes. These
methods make it possible to assess the level of market concentration, the state of monopolization
and the boundaries of the oligopoly, as well as to identify trends in market power. Among the main
research methods also we used generalization, historical, monographic analysis and graphing.

The information base of the study consists of data from the State Statistics Service of
Ukraine, National Commission for State Regulation of Financial Services Markets and the
«Forinsurer» agency.

Research results. During 2000—2020 tourism by citizens of Ukraine had been getting of
more importance. The number of tourists has increased in 1.4 times during the investigated period
(Fig. I). The best rate of increase at tourist flows can also be noted in 2018-2019. In accordance
with price-quality ratio, national tourists prefer travelling abroad beginning from 2008. The most
popular with tourists’ countries are Turkey, Egypt, OAE, Tunisia, Cyprus and Spain. Hence in 2019
the number of international tourists was 5.5 million people which is 10.6 times higher than the
number of domestic tourists.

6000.0

4000.0

Thousands of persons

2000.0 A

0.0 -

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

F1 International tourists B Domestic tourists

Fig. 1. Dynamics of tourist flows in Ukraine
Source: compiled by authors according to the data from the State Statistics Service of Ukraine.

ISSN 2306-4994 (print); ISSN 2310-8770 (online) 241



OIHAHCOBO-KPEAUTHA [IANbHICTb: POBAEMM TEOPIT | TPAKTUKM 2021 N2 6 (41)

It should be noted that the COVID-19 pandemic had a negative impact on tourism
development in 2020. As a result, the number of tourists decreased by 2.6 times in comparison with
the previous year.

Tourist activity is closely connected with a number of risks that threaten the lives and health
of people and their property. Especially these risks increase during international tourism, adventure
tourism and implementation of health resort treatment.

In accordance with the Art. 16 of the Law of Ukraine «On tourismy, insurance of tourists
(medical and accident insurance) is compulsory and provided by tourist operators under the
contracts with insurers [1].

Insurance of tourist operators is mainly obligatory and depends on a particular type of
service provided. Thus, in accordance with the Art. 7 of the Law of Ukraine «On insurancey,
medical and pharmaceutical workers in case of Human Immunodeficiency Virus infection during
fulfillment of their job responsibilities, insure the liability of tourist operators for damage caused to
life or health of the tourist or his/her property, personal accidents insurance for transport, civil
aviation insurance, liability insurance of the sea carriers’ and the executor’s of works connected
with service of sea transport, as for compensation of the losses caused to passengers, luggage, post,
cargo, other users of maritime transport and third parties, civil and legal liability insurance of land
vehicles owners, water transport means insurance, marine liability insurance of ship owners’ [18].

Medical expenses insurance is a type of insurance when the subject of the policy is property
interests that do not contradict the law related to life, health of the insurant or the third party (an
insured person) specified by the insurant in the policy to his/her consent, as well as medical and
additional costs which are directly related to the occurrence of the insured accident during the trip
of the insurant or the insured person. This type of insurance provides the obligation of the insurer
for the premium fixed in the policy insurance fee to make an insurance payment in accordance with
the terms of the policy in the amount of the sum insured or its part by compensation of the
documented expenses for receiving necessary health care by an insurant in connection with the
occurrence of the insured accident during the travel of the insurant or the insured person [19].

Personal insurance of tourists who are the citizens of Ukraine and travel through its territory
is voluntary. Exceptions are guided adventure tourist routes, such as visiting the Chernobyl
Exclusion Zone, which threats human life and health.

In the case of international tourism, a personal insurance of tourists is mostly mandatory,
which is regulated by international standards, interstate agreements and visa regime of individual
countries. Thus, according to Art. 15 of the EU Visa Code, in order to obtain a visa or cross the
border without a visa, a person must have a valid health insurance policy to cover the costs that may
arise in connection with repatriation for medical reasons or death, the provision of emergency
medical services and/or urgent care in a hospital [20]. The minimum amount of insurance coverage
should be 30 thousand euros, and the insurance policy should be valid in all EU member states,
including those where the tourist is in transit.

Currently, insurance companies in Ukraine offer a comprehensive insurance policy to their
tourists. Depending on the cost of the policy, it includes medical expenses insurance, flight delay or
cancellation insurance, luggage insurance, insurance in case of loss of documents (passport, tickets,
etc.), personal liability insurance. For tourists traveling by their own car, their liability as owners of
vehicles under the «green card» program is additionally insured. Insurance companies can also
cover the costs for providing emergency legal assistance to the injured tourist, payment of urgent
messages related to the accident, transportation of close relatives to the scene and back,
organization of early return of the tourist to Ukraine, payment of additional medical services not
provided by a standard policy.

One of the main indicators of market concentration is the market share of the largest
companies. In general, the impact of a certain company on the market can be estimated when a
share of this market exceeds 20%. In accordance with paragraph 10.2 of the Methodology for
determining the monopoly (dominant) position of business entities on the market, approved by the
order Antimonopoly Committee of Ukraine, the monopoly (dominant) position of business entities
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is considered when the share of one market agent (market leader) exceeds 35% and it has not
proved that it has real competitors; the market share of the three (or two) largest market agents
exceeds 50% and the market share of the five (or four) largest market agents exceeds 70% [21].

During 2009—2019 the market of insurance services in Ukraine underwent significant
structural changes (7able I). In particular, during the period under investigation, the share of the
three largest companies in the life insurance market («Life») has increased by 3.3 percentage points,
and compared to 2016 — by 14.6 percentage points; TOP-10 companies have increased their
market presence and in 2019 controlled 96.7% of transactions. The dynamics of concentration on
the market of «non-Life» insurance also has a steady tendency to strengthen the market power of
the largest enterprises however, due to development of the market and active competitiveness
within it, monopolization proceeds at a slower pace.

Table 1
Concentration on insurance market of Ukraine

2009 2011 2016 2019
@ 3 o @ ) @ 3 o @ 3 o
Market share, A 2 < 2 A @ &9 A © ] A S &8
% 2S5 g S 5 3 g S 5 g S 5 a8
5 5 £ 3 3 5 £ = 3 5 £ 3 3 5 £ 3
v 2 £ 2 T2 g2 M= £ 2 T B £ 2
CR; 54,3 11,2 51,3 13,7 43,0 18,9 57,6 13,9
CRyy 80,9 293 87,1 34,4 89,4 44.6 96,7 37,9
CRy 95,2 49,0 96,7 53,6 99,5 62,7 100,0 60,0
CRs5 100,0 75,2 100,0 76,8 100,0 85,9 X 88,6
CRjgo X 90,3 X 92,1 X 96,9 X 98,1

Source: compiled by authors according to the date from the National Commission for State Regulation of Financial
Services Markets [22] and «Forinsurer» [23].

By January 1, 2021, 72 out of 210 insurance companies in Ukraine insured travelers to EU /
Schengen member states. According to data of the National Commission for State Regulation of
Financial Services Markets, the share of medical expenses insurance averaged 83—88% in the
structure of tourist insurance during 2014—2020. This is the evidence of the fact that Ukrainian
tourists traveling abroad mostly buy basic insurance policies and do not want to spend money on
luggage or document insurance. At the same time, the overall share of the medical expenses
insurance market in Ukraine remains low during 2010—2020. The share of net insurance
premiums, although being increased more than 3.0 times, did not exceed 4.5%, and the share of net
insurance payments did not exceed 3.0%.

According to «Forinsurer», the leaders within the market of medical expenses insurance in
Ukraine in 2019 in terms of gross insurance premiums and gross insurance payments were VUSO
and PZU Ukraine (Table 2). In total, 25 insurance companies accounted for 88.1% of gross
insurance premiums and 97.8% of gross insurance payments. At the same time, the level of
insurance payments was the highest in Uniqua, Oranta and ARX, which is due to policies portfolio
and the occurrence of insurance accidents under them.

Table 2
Top-25 insurance companies fulfilling their activity at medical expenses insurance market
in 2020
Insurance premium (gross) Insurance payments (gross) Level
Insurance Company amount, market amount, mil marker of:lnsmu:i:lsce
mil UAH share, % UAH share, % paynm P
VUSO 175.0 15.8 42.4 16.4 24.2
PZU Ukraine 140.5 12.7 40.1 15.5 28.5
European Travel Insurance 121.0 10.9 57.9 22.4 47.9
TAS 84.1 7.6 20.4 7.9 243
Guardian 74.5 6.7 9.1 3.5 12.2
Kniazha 71.5 6.4 7.7 3.0 10.7
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Table 2 (continued)

Insurance premium (gross) Insurance payments (gross) Level
Insurance Company amount, market amount, mil marker of insurance
mil UAH share, % UAH share, % payﬂf}:“ts’

USI 62.3 5.6 9.8 3.8 15.7
Providna 34.9 3.1 3.5 14 10.1
ARX 28.9 2.6 15.6 6.0 54.1
Persha 26.9 2.4 6.6 2.5 24.4
Inter-Plus 21.1 1.9 0.8 0.3 3.9
Ukrainian Insurance Group 19.7 1.8 1.3 0.5 6.7
Universalna 15.4 1.4 5.9 2.3 38.2
NIKO 133 1.2 2.1 0.8 15.5
Etalon 12.3 1.1 1.4 0.5 11.0
INGO Ukraine 10.8 1.0 2.9 1.1 26.5
SPARE 10.2 0.9 0.0 0.0 0.3
Uniqua 9.9 0.9 8.0 3.1 81.1
Arsenal 9.8 0.9 3.3 1.3 33.7
Oranta 8.8 0.8 5.5 2.1 63.0
ALFA 8.4 0.8 5.0 1.9 59.4
Krona 6.8 0.6 0.2 0.1 3.0
UPSK 6.3 0.6 1.1 0.4 16.7
ASKA 5.8 0.5 23 0.9 39.6
Grawe Ukraine 3.9 0.3 0.6 0.2 15.1

Source: compiled by authors according to the date from the National Commission for State Regulation of Financial
Services Markets [22] and «Forinsurer [23].

According to the Methodology for determining the monopoly (dominant) position of
business entities on the market, the travel insurance market in Ukraine can be considered as the
competitive one, without obvious manifestations of the monopoly position of one or another
insurance company (7able 3).

Table 3
Concentration of medical expenses insurance market

2009 2012 2016 2019 2020

Index
number

Market share, %
Relative concentration
index
Market share, %
Relative concentration
index
Market share, %
Relative concentration
index
Market share, %
Relative concentration
index
Market share, %
Relative concentration
index

Market leader 14.6 1.78 10.2 249 15.6 1.67 14.2 1.70 15.8 1.53

CR; 32.8 1.16 29.1 1.25 40.3 0.94 34.2 0.95 39.3 0.83
CR; 47.4 1.05 44.7 1.06 534 0.94 55.8 0.88 53.6 0.84
CRy 67.9 1.18 66.3 1.12 74.2 1.08 67.5 0.9 73.8 0.84
CRys 78.8 1.40 77.8 1.31 84.7 1.30 74.7 1.10 81.2 1.02
CRy 87.1 1.61 854 1.51 89.9 1.56 78.7 1.31 85.6 1.21
CRys 93.1 1.83 90.8 1.72 93.8 1.81 81.2 1.53 88.4 1.40

Source: compiled by authors according to the date from the National Commission for State Regulation of Financial
Services Markets [22] and «Forinsurer [23].

At the same time, during both 2009—2020 and 2016—2020, we can observe a slight
increase in the group of Top-5 largest insurers, which is caused by development of Guardian in
2017—2019 and the competitive struggle of leaders of the medical insurance market.
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The main disadvantage of the market share indicator within the largest companies (CR) is
the fact that competitiveness on the market itself has not been taken into account. To some extent,
this defect makes it possible to get rid of the relative concentration index (K) [24]:

20+3FS
k= 20+3FS, (1)

CR,
where FS), is the share of n largest companies on the market in their total number, %.

In this case, if the index of relative concentration is larger than one, the market is
competitive, and vice versa. Relevant calculations have showed that the medical expenses insurance
market in Ukraine was competitive, without signs of monopolization until 2014. However, in
2016—2020 we can see a significant impact of the three and five largest insurers, which indicates
the formation of an oligopoly.

To confirm or refute the hypothesis of the oligopolistic nature of the travel insurance market
in Ukraine, we have calculated the Lind’s index (L) on a formula (2) [24].

i CR, (k—i)
='i(CR, —CR)
L, = ,k=2,..,n, (2)
k(k-1)
where n — is the total number of companies on the market; & — the number of largest companies on
the market; i — the number of leading companies among the & largest ones.
In this case, the boundaries of the oligopoly are determined by conditions

(L, >L, )~(L,, >L,). If condition of having an oligopoly is fulfilled and 2-3 companies

dominate on the market, then such a market is a rigid oligopoly; if the number of leading companies
1s up to seven, the total market share of which is 70-80%, the oligopoly is vague [24].

Calculations of Lind’s index for the health insurance market in Ukraine in 2020 show that
oligopoly condition is met for six insurance companies for the first time, and for eleven insurance
companies for the second time. In addition, the value of the first gap is 76.5%, the second one is
19.9%. Thus, it can be argued about the formation of imperfect competitiveness in the form of a
semi-rigid oligopoly, where the main market agents are four-six largest companies.

To assess market concentration trends, the Herfindahl — Hirschman index (HHI), the Hall
— Tideman index (H7), and the Gini index (G) are calculated.

HHI = Z Y, 3)

where Y; is the market share of the i company, %.

It is believed that HHI < 1000 means that the market is low-concentrated;
1000 < HHI < 2000 means that the market is medium concentrated;
2000 < HHI < 10000 means that the market is highly concentrated [24].

HT = __ 10 4)

2ir,y,.—1oo’

where r; is the rank of i-company by the share of the market Y.

It is obvious that the maximum value of the Hall — Tideman index is equal to one under
condition of absolute monopoly, and the minimum — //x is under condition of perfect competition.

At the same time, due to the different number of insurance companies, the value of the
Hall — Tideman index will be statistically shifted. Therefore, we suggest standardizing the
indicator by the formula (5). Then the minimum value of the standardized Hall — Tideman index is
zero, and the maximum one is 100.0.

7 = AT=minHT) 44, ()
" max(HT)—min(HT)
The Gini index is calculated by the formula (6) [25].
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G =1-23 (R -cum,)+ 3 (R-X,). (6)
i=1 i=1
where P; is the share of companies of the i group in the total number of market agents, unit fraction;
Y; — market share of the i group of companies, unit fraction; cumY; — cumulative market share of
companies, unit fraction; m — number of groups, units.

In the case of a small number of partitions of the original combination (m < 3) and
orientation of cumulative distribution function to the absolute inequality of distribution, the Lorentz
curve does not pass through the lines of absolute inequality of distribution, but only approaches
them. According to G. Glasser, in this regard, the Lorentz indexes are statistically biased, and
therefore they must be adjusted to a constant value of m / (m — 1) [26].

Calculations of concentration indicators on the market of medical expenses insurance in
Ukraine showed that during 2009—2020 there had been two main periods of changes of the market

power (Table 4).

Table 4
Concentration indicators of medical expenses insurance
on the national market
. Herfindahl — Hall — Tideman index Gini index
Period Hirschman index : : : :
effective adjusted effective adjusted
2009 632.5 0.057 3.78 0.634 0.704
2010 611.2 0.052 3.44 0.607 0.674
2011 586.5 0.053 3.33 0.603 0.670
2012 5524 0.052 3.44 0.611 0.679
2013 543.1 0.050 3.24 0.589 0.654
2014 688.6 0.066 4.87 0.680 0.756
2015 675.6 0.055 3.90 0.675 0.750
2016 759.3 0.065 4.59 0.679 0.754
2017 789.2 0.068 4.90 0.690 0.767
2018 806.5 0.086 7.22 0.705 0.783
2019 624.9 0.115 10.25 0.695 0.772
2020 745.0 0.105 9.24 0.641 0.712

Source: compiled by authors according to the date from the National Commission for State Regulation of Financial
Services Markets [22] and «Forinsurer» [23].

Thus, by 2014 there was a gradual development and increase in the number of insurance
companies providing travel insurance services, thereby intensifying competitiveness and reducing
concentration. After the socio-economic and political crisis in 2014, there was a redistribution
of economic assets and an oligopoly began to be formed in the insurance market. In 2019—2020,
the level of concentration reached its maximum value and this fact has given grounds to conclude
that the competitive conditions of tourism insurance activities have significantly
deteriorated.

It should also be noted that the Herfindahl — Hirschman index on the market of medical
expenses insurance in 2019 exceeded the similar value on the market of risky types of insurance for
3.6 times, and the average one for the entire insurance market of Ukraine for 4.0 times.

Construction of Lorentz curves of concentration on the market of medical expenses
insurance of Ukraine shows that in 2020, compared to 2009, the receipt of insurance premiums was
less even and proportionally distributed among insurance companies (Fig. 2).
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Fig. 2. Lorentz curves of concentration on the market of medical expenses insurance
of Ukraine in 2009 and 2020

Source: compiled by authors according to the date from the National Commission for State Regulation of Financial
Services Markets [22] and «Forinsurer» [23].

In particular, insurers of the tenth decile concentrated 61.7% of the market of insurance
premiums from tourists, or for 14.3 percentage points more than in 2009. If such a concentration of
market power is the same, a rigid oligopoly can be expected in the travel insurance market within
three main insurers for the next four or five years.

Conclusions. Insurance of medical expenses on the market is essential for development of
tourism in Ukraine, especially the international one. In this system of provided insurance services,
the quality of tourist services should come first, that can be achieved only under conditions of
perfect competitiveness, state regulation and implementation of international insurance standards.

The study of concentration on the market of tourist services insurance has shown that during
2014—2020 there were processes of increasing market power within insurance companies; an
oligopoly has been formed with four or five major players. At the same time, the leaders in
insurance on the market of tourist services are large insurance companies with foreign capital,
which operate internationally. Their gradual concentration in recent years shows improvement of
the institutional framework of tourist insurance, and increase in insurance premiums and insurance
payments shows the restoration of confidence of Ukrainians towards insurers.

Prospects for the further investigation in this area are modeling competitiveness in the
insurance market and behavior of tourists as consumers of insurance services, development of
strategic directions of state regulation on the medical insurance market and ensuring perfect

competitiveness on it.
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