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Oksana Polinkevych (Ukraine), Ryszard Kaminski (Poland)

ANTI-CRISIS DEVELOPMENT
STRATEGIES OF INSURANCE
COMPANIES IN UKRAINE
AND POLAND IN

THE CONTEXT OF COVID-19

Abstract

Given the growing threats to the financial sustainability of businesses during the
COVID-19 period, anti-crisis development strategies are the basis for ensuring success-
ful operation and maintaining competitiveness in the markets. Insurance companies
formulate and implement anti-crisis strategies in accordance with the requirements of
the circular economy. Thus, the purpose of this study is to identify the main anti-crisis
development strategies that insurance companies adhere to during COVID-19. The
features of strategies that existed before the pandemic and were formed during the
pandemic are identified. Tourism and hotel and catering business is an activity that
considers the conditions of the circular economy. It is in this industry that the highest
risks arise during the period of COVID-19. An anti-crisis development strategy of
insurance companies during a period of pandemics and crises is understood as a tool
for resolving contradictions in the development of a company in the event of a crisis
or its threat. Moreover, the development process of the insurance company is inevi-
table, given the manifestations of the circular economy. As a result, insurance compa-
nies changed and consolidated anti-crisis development strategies during COVID-19.
The newly created concentrating effort strategy combined the strategy of long-term
planned changes and the strategy of balancing the interests of the insurance company
and stakeholders. Instead, new strategies have emerged to innovate and maintain an
adequate level of financial sustainability. It is especially worth highlighting the market-
ing strategy that ensures the image of insurance companies.

Keywords anti-crisis strategy, development, insurance companies,

risk, crisis, COVID-19, travel business, hotel and
catering business, image, interest balancing

JEL Classification GO01, G22, H12

INTRODUCTION

Competition in global markets is constantly increasing, and compa-
nies are using new innovative solutions to expand their influence. All
this leads to the fact that for a quick and timely response to the com-
petitors’ actions, the management and top management of a company
must constantly analyze development strategies and periodically re-
vise them. Insurance companies are no exception, which have to adapt
their strategies to market demands during pandemics and crises. It
should be noted that insurance companies are forced to quickly adapt
to the crisis and changes, bearing in mind customers’ capabilities and
demands. Some see this as a path to development, others as a path to
degradation and bankruptcy. The COVID-19 pandemic has become
a test for the insurance market. Insurance companies are forced to
develop anti-crisis strategies and change approaches to the provision
of services. Accordingly, new types of services have appeared in the
insurance market that are capable of ensuring the financial stability of
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insurance companies not only in the domestic but also in the international market. The need to develop
anti-crisis strategies is due to the fact that the losses of insurers from COVID-19 are growing rapidly.
The most vulnerable are travel companies, hotels and restaurants and healthcare. Insurance premiums
for this group of companies are significant. This violates the financial stability of insurance companies,
which introduces an imbalance in the development of the insurance market. Anti-crisis development
strategies will contribute to the sustainability of insurance companies and reduce the negative impact

of COVID-19.

1. LITERATURE REVIEW

Richter and Wilson (2000) analyzed the dangers
of pandemic risk and described how insurance
policies and scenario analysis were used to build
resilience to emergencies in a crisis. The authors
concluded that, as long-term investors, insurers
must advance sustainability through capital ade-
quacy and liquidity, coupled with limiting risk ac-
cumulation. Scenario analysis is important both
for establishing and assessing exposure to risk in
a changing environment. It can be improved by
using reverse stress tests and examining the im-
pact of controversial contract terms on changing
public perceptions. Business disruption is not an
insurance risk if it is triggered by deterrent actions
to manage the global pandemic. In this regard,
insurers need to improve policies and focus on
strengthening harmonization, transparency and
compliance. The consequences of the pandemic
can have a significant impact on people’s lives and
well-being, and losses from insurance liabilities
will be small compared to those arising with the
development of the financial market (Richter &
Wilson, 2000).

Holliday et al. (2020) noted that many examples of
innovation have emerged in the insurance market
since the beginning of the COVID-19 pandem-
ic. In the Philippines, FWD Public Insturance
Company Limited has added medical care to life in-
surance policyholders diagnosed with COVID-19,
as well as additional coverage for funeral expenses
if an insured died of the virus. In Ghana, life in-
surance has launched the Pru Covered-19 add-on,
which is automatically available to all customers.
It includes helping diagnose and hospitalizing
a person or any family member diagnosed with
COVID-19, as well as a one-time payment in the
event of the death. Some companies are now of-
fering a discount by providing one month of free
coverage (that is 13 months of coverage at a price
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of 12). In countries like India, this is linked to in-
surance regulation, while in other markets it is
voluntary for insurance companies. For example,
some US insurance companies, such as State Farm,
provide cash rebates that are often calculated as
a percentage of premiums paid by policyholders.
In the United Arab Emirates, Beema offers poten-
tial customers free car insurance for one month.
In addition, in the United States, in response to
COVID-19, Next Insurance has offered digital in-
surance targeted at SMEs (general and profession-
al liability, commercial auto insurance with a 25%
discount on premium) (Holliday et al., 2020, p. 11).

Rau (2000) noted that the costs of the crisis
caused by COVID-19 are a burden on health in-
surance companies. Medical insurance company
Techniker Krankenkasse is forced to increase its
authorized capital due to additional premiums.
Government support should be an important ar-
ea. Private health insurance may also get more ex-
pensive. Private health insurers are forced to in-
crease insurance premiums. The private health in-
surance association Private Krankenversicherung
Vergleich expects premium rates to rise by 8.1%,
with Debeka even intending to rise them by 17.6%
from January 17 (Rau, 2020).

Pro-Consulting investigated Ukraine’s health in-
surance market from 2016 to 2019. The compa-
ny’s analysts have identified the main players in
the Ukrainian health insurance market and their
competitive advantages. It is established that the
number of insurance companies in the Ukrainian
market is decreasing. The problems of the health
insurance market include: economic instabili-
ty in the country; lack of significant government
control in the insurance market, since there may
be a monopoly on the market, which can lead to
uncontrolled pricing of services; low solvency of
the population, because not every Ukrainian can
afford to buy insurance; low awareness of the pop-
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ulation in the usefulness of insurance contracts.
Thus, the promotion of insurance services among
the population and the interpretation of the ad-
visability of obtaining insurance coverage are be-
coming relevant (Horyslavets et al., 2018). It has
been established that prices for health insurance
services vary in each company. The price of health
insurance depends on the amount of payments
upon the occurrence of an insured event. The
price also depends on the list of risks in the in-
surance program, the range of additional servic-
es, the region of service, the client’s health status
and age, etc. (Yermoshenko & Trynchuk, 2016).
Currently, the situation in the insurance market
tends to increase the amount of insurance premi-
ums. Bearing in mind the experience of European
countries, Ukraine wants to introduce compulso-
ry health insurance. And the reform of compul-
sory health insurance has been considered for a
long time. Ukraine plans to introduce the British
insurance model, according to which insurance
will be financed from taxes paid not only by legal

workers, but also by those who receive “shadow”

wages.

Ostrowska-Dankiewicz and Simionescu (2020),
Dankiewicz and Simionescu (2020) consider the
relationship between the insurance market and
macroeconomic indicators, while Kaigorodova
et al. (2018) identify the features and patterns of
development, formation, use and regulation of
investment potential of insurance companies in
modern economic conditions.

Successful investment activities of insurance com-
panies are important from two perspectives. First,
it is the basis for ensuring the financial stability of
insurers (Kozmenko & Roienko, 2013). Second, the
investment resources accumulated by insurers are
among the sources of the state’s economic growth.
Increasing the stability of insurance companies is
a particularly important issue that is closely re-
lated to risk assessment (Khovrak & Petchenko,
2015; Kozmenko & Oliynyk, 2015; Pyrkova et al.,
2018; Tsvetkova et al., 2019) and is gaining special
importance in the COVID-19 pandemic.

Chvertko and Demchenko (2018) identified the
risks that have developed in the field of tourism
and hotel and catering business. They noted that
there are many risks involved in their activities, so

http://dx.doi.org/10.21511/ins.11(1).2020.03
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there is a need for insurance coverage that insur-
ance companies can provide.

2. GENERALIZATION
OF MAIN STATEMENTS

The study aims to determine the main anti-crisis
development strategies that insurance companies
adhere to during COVID-19, thereby achieving fi-
nancial sustainability.

Insurance companies are forced to quickly adapt
to the crisis and changes, taking into account the
capabilities and needs of customers. It is worth
agreeing that the COVID-19 pandemic has be-
come a test for the Ukrainian insurance market.
On the one hand, people have become more in-
terested in personal insurance protection, namely
voluntary health insurance (VHI) policies, spe-
cialized COVID-19 insurance policies, and life
insurance. On the other hand, some corporate
clients suffer from quarantine and reduce costs.
The crisis forces everyone to quickly respond to
changes, adapt to constraints, change business
models and plans for the current and future years.
It should be noted that the insurance market ap-
proached the current crisis better prepared than
the crises of 2008-2009 or 2014-2015. In addition,
although 2019 was turbulent, it turned to be quite
effective for the insurance industry.

It is worth agreeing with Richter and Wilson
(2000), who argue that scenarios need to be devel-
oped to improve the sustainability of insurance
companies. According to Mind, the reliability rat-
ing of Ukrainian insurance companies, which is
compiled according to the financial statements for
the previous year, the first places in the rating are
occupied by subsidiaries of international financial
groups with German, French and Canadian roots.

Table 1 shows that the rate of financial stabil-
ity is above 50% for insurance companies estab-
lished by foreign beneficiaries, with the exception
of European Travel Insurance and the Ukrainian
Insurance Group. Insurance companies in the
Ukrainian market receive a significant share of
their income from Comprehensive car insurance,
except liability. However, the share of travel insur-
ance services reaches 64.6% in European Travel
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Table 1. Rating of Ukrainian insurance companies in

2017-2019*

Business model of an insurance

© Rating, points company in 2019, % Financial
Insurance company Beneficiary :Comprehensive car: i stability
‘Tourism: insurance except : Health : index, %
§2017 2018 : 2019 : liability ;
: i UNIQA Internationale i
EJ(IJ\lrInQAarl]nsurance 3.0 4.5 4.5 Beteiligungs-Vervaltungs 13 355 28.9 52.5
pany : : GmbH (Austria)
i Fairfax Financial Holdings i
ARX ; - ; 4.5 45 Limited (Canada) P21 58.5 12.3 62.8
TAS Insurance Group ¢ 3.0 | 40 i 40 Individuals 7 19.5 21.8
Colonnade Ukraine | 50 | 40 | ag | FairfaxFinancialHoldings i 25.6 365 82.9
; ; ; (Luxembourg)
Insurance Compan AG Wiener Versicheru
Kniazha pany 3.5 4.0 4.5 VIENNA INSURANCE 19.7 16.2 8.6 81.9
; ; GROUP (Austria)
VUSO Insurance ©30 ¢ 40 ¢ 40 Individuals 15.3 26.9 5.9 53.2
Company : : O O NV SO S
Ukrainian Insurance = 5o = 45 45 ATBIH GmbH (Austria) 0 383 11 421
Group ; ; ;
INGO Insurance ©30 0 40 ¢ 45 Individuals 2.1 27.1 216 55.2
Company : : S ROV OSSOSO R
PZU Ukraine Insurance | H Powszechny Zaklad : :
Company 25 4.0 4.0 i Ubezpieczen SA (Poland) 157 223 8.2 °1:2
Arsenal Insurance {25 40 | 45 Individuals i 48.5 3.4 53.1
Universalna Insurance C30 40 45 Falrfalx Elnanaal Holdings ; S 391 115 59.7
Company i i Limited (Canada)
Persha Insurance £ 201 35 40 Individuals 6.4 11 06 76
Company ; ; ‘
European Travel 40 35 40 Euroins Insurance Group 64.6 0 0 485

Insurance (Bulgaria)

Note: Parameter scores: 5—high level of reliability for customers, 4 —stable level of attractiveness to customers, 3 —satisfactory
level of attractiveness to customers, 2 — low level of attractiveness to customers, and 1 — catastrophic level of attractiveness
to customers. * Compiled by the authors according to Kharlamov and Butenko (2017), Rating of insurance companies — 2018,

and Rating of insurance companies — 2019.

Insurance, Insurance Company Kniazhahas19.7%,
PZU Ukraine Insurance Company 15.7%, VUSO
Insurance Company 15.3%, Persha Insurance
Company 6.4%, Universalna Insurance Company
5%, TAS Insurance Group 5%, ARX 2.1%, INGO
Insurance Company 2.1%, UNIQA Insurance
Company 1.3%, and Arsenal Insurance 0.9%. In
international insurance activities, much attention
is paid to travel insurance abroad. Indeed, accord-
ing to the World Tourism Organization, the share
of international tourism in world GDP is 6% and
about 30% of world exports of services. In the near
future, the number of international tourist visits is
projected to increase from 582 million in 2014 to
1.8 billion in 2030 (Legislation of Ukraine, 2016).

The rating of insurance companies in Poland is

compiled according to a different method, namely
by the number of complaints and the complaint
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rate, which is determined by comparing the num-
ber of complaints to the insurance company on
the market. The second indicator shows the level
of customer satisfaction with the services of insur-
ance companies.

According to it, the largest market share be-
longs to PZU S.A., STU Ergo Hestia S.A., and
TuiR Warta S.A. As expected, the largest num-
ber of complaints to the Ombudsman concerns
PZU S.A. However, if one compares their num-
ber with the market share (32-33%), it turns out
that the level of complaints for insurers in 2017-
2019 is approximately average. The second larg-
est insurance companies are STU Ergo Hestia
S.A. (14.2-15%) and TuiR Warta S.A. (13.5-14%),
which achieved much better results than PZU
S.A. STU Ergo Hestia S.A., Concordia Polska
TUW, Pocztowe TUW are the best insurance

http://dx.doi.org/10.21511/ins.11(1).2020.03
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2017 2018 2019
Insurance company Market : Complaint Market : Complaint Market : Complaint
share rate share | rate share | rate
PZUS.A. 333 47 33.2 51.3 32
STU Ergo Hestia S.A 13.7 33.9 14.2 35.5 15
TuiR Warta S.A. """"" 12.9 27.5 13.5 25.3 14 i 256
Concordia Polska TUW - 25.3 0.8 31.3 1.4 .
Pocstowe TUW - 163 0.4 250 s s
Tuztowoooooo 2.03 147.8 0.6 130 2 iooo1s
Link 4 TU S.A. 2.18 98.1 2.7 106.3 2.6
GeneraliTUS.A 4.63 114.3 3.7 101.6 3.7 B
AXA Ubezpieczenig """""" - 129.5 5.0 80.8 5
TUW TUW : - - - 63.3 -

Note: * Compiled according to the data from Sulowski (2019), Wybér Kierowcow (2017, 2018).

companies in 2019, while TuiR Warta S.A. and
PZU S.A. have an average level. Pocztowe TUW
has the lowest complaint rate. Customers eval-
uate the work of TUZ TUW, Link 4 TU S.A,,
Generali TU S.A. in 2018 and additionally AXA
Ubezpieczenia TuiR S.A.,, TUW TUW in 2019
as the worst due to a significant number of com-
plaints and a high complaint rate.

The COVID-19 pandemic has become a test for
the insurance market. In the UK, insurance com-
panies will pay travelers at least £ 275 million
(about USD 340 million) due to the coronavirus
epidemic. In March 2020, London stopped selling
travel insurance to new customers. On September
15, 2020, Lloyd’s of London confirmed its forecast,
according to which the losses of the insurance in-
dustry from the COVID-19 pandemic amounted
to USD 107 billion. On September 24, 2020, the
High Court in London clarified the situation with
insurers covering the risks of a pandemic. As of
October 5, 2020, coronavirus was recognized as
the main insurance risk of 2020. As of October
28, 2020, the publicly reported COVID-19-related
losses of the world’s largest reinsurance compa-
nies reached USD 23.7 billion. As of November 3,
2020, insurers’ losses from coronavirus exceeded
USD 100 billion. Only five markets in Central and
Eastern Europe managed to get positive dynamics,
namely: Latvia (+3.31%), Serbia (+4.28%), Slovenia
(+4.21%), and Romania and Lithuania — markets
that managed to maintain the level of the first half
of 2019 and actually increase their business vol-
umes. In the first half of 2020, gross market pre-
miums were 19.11 billion euros, which was 3.8%
less than in 2019.

http://dx.doi.org/10.21511/ins.11(1).2020.03

According to the Cabinet of Ministers, due to the
epidemic, Ukraine’s tourism industry will lose
about UAH 40 billion. Shopping and entertain-
ment centers (SEC) estimate their losses during
the quarantine period at UAH 7 billion, and the
tenants of SECs have lost more than UAH 50 bil-
lion in turnover. Against this background, there is
a sharp demand for cyber insurance in the mar-
kets (Kaigorodova et al., 2020). According to one
forecast, due to COVID-19, the cyber insurance
sector will reach USD 230 billion by the end of
2020, and its average annual growth rate will be
12%. The Chinese were among the first to think
about insuring businesses against “viral” risks.
Back in February, Hainan Province launched a
coronavirus-related business insurance program.
The total coverage was RMB 12 million, equiva-
lent to USD 1.7 million. Insurers will compensate
for losses associated with the depletion of raw ma-
terials, personnel costs, the introduction of quar-
antine measures and other losses. Lloyd’s, one of
the oldest and most influential insurance and re-
insurance organizations in the world, estimates
that the expected coronavirus pandemic insur-
ance and reinsurance claims could be USD 107
billion. Fitch Ratings said the insurance industry
will face many claims and lawsuits from compa-
nies seeking compensation for damages caused by
the pandemic. Moreover, it is impossible to pre-
dict the scope of these claims. Lloyd’s and Fitch
Ratings have approved warnings to exclude any
risks associated with the coronavirus pandem-
ic, which means that insurance and reinsurance
companies will not compensate for losses direct-
ly caused by COVID-19. Lloyd’s position has been
confirmed by Fitch Ratings. According to Fitch’s
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research, the pandemic was and remains a stand-
ard exception for risk reinsurance under BI (busi-
ness interruption) contracts. Such a product cov-
ers possible losses from the forced termination of
activities that may occur due to property damage
(Kharlamov, 2020). The coronavirus outbreak has
drawn global attention to health issues. It is not
surprising that interest in voluntary health insur-
ance policies is growing. Specialized programs be-
gun to appear on the market to cover the risk of
COVID-19.

3. DISCUSSION

Prior to the COVID-19 pandemic, insurance com-
panies developed and implemented the following
key anti-crisis development strategies:

1) A long-term planned change strategy. Anti-
crisis strategy is a function of duration and
has certain limits of the nature of changes.
This strategy is considered to be successfully
implemented once the organization has en-
tered sustainable operation and a steady state
is planned. From this point of view, the an-
ti-crisis development strategy can be seen as a
means to achieve a specific goal, namely over-
coming the crisis.

2) A strategy for balancing the interests of the in-
surance company and stakeholders. In both
groups (individually or in combination), the
level of significance of certain development ar-
eas is determined and the assessment is taken
into account not only by the owners, but also
by customers. For this, it is recommended to
conduct SWOT analysis and TOWS analysis.

3) A risk management strategy. The risks can
be divided into several groups: “flexa” risks,
technical risks, and risks of social and civil re-
sponsibility to service users.

The anti-crisis strategy for the development of in-
surance companies during a period of pandemics
and crises is understood as a tool for resolving
contradictions in the development of a company
in the event of a crisis or its threat. Since the quar-
antine came as a surprise to Ukrainian business, it
led to changes in the formation of anti-crisis de-
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velopment strategies. No company was ready to
terminate its activity almost completely for two
months. Therefore, many economic sectors were
in a big minus.

Thus, during the COVID-19 pandemic, insurance
companies changed their approaches to the for-
mation and implementation of basic anti-crisis
development strategies:

1) An effort concentration strategy that com-
bines a strategy of long-term planned
changes and balancing the interests of the
insurance company and stakeholders. The
main priority is to find a balance of inter-
ests between the three participants in the
process: owners, managers, and clients or
stakeholders. Besides, it is worth developing
a marketing strategy for managing the im-
age of insurance companies, which should
form a positive goodwill of the company
(Polinkevych & Kaminski, 2018).

2) An innovation strategy consisting in the
development and implementation of new
insurance services, risk compensation
mechanisms, considering the specifics of
pandemics and crises. These include cyber
insurance and an overview of the risk man-
agement mechanisms associated with the
coronavirus pandemic. That is, insurance
and reinsurance companies must develop a
mechanism to compensate for damages di-
rectly caused by COVID-19.

3) A strategy for maintaining a sufficient lev-
el of financial sustainability of insurance
companies. In this context, the concept of
financially sustainable development of an
insurance company arises. The closer the
company is to the center of the financial-
ly sustainable development zone, the more
risks it may face, which is especially impor-
tant during the COVID-19 period. The in-
fluence of one or more factors of the exter-
nal or internal environment can cause de-
viations in the activities of the insurer and
the variability of its transition to a higher
level of development with an increase in fi-
nancial sustainability. In addition, depend-
ing on the strength of the factor and the

http://dx.doi.org/10.21511/ins.11(1).2020.03



operating conditions of the company, this
can lead to the termination of activities due
to reduced financial sustainability and the
lack of opportunities to resume or continue
development in the same area with changes
in some characteristics that will further af-
fect the level of sustainability.

There are many views on this issue among scien-
tific schools. However, previous studies did not
compare insurance companies’ anti-crisis strat-

Insurance Markets and Companies, Volume 11, 2020

egies before and after the COVID-19 pandemic.
In this study, the problem of delimiting strat-
egies was first posed, and the term “anti-crisis
development strategy” was introduced. In the
process of developing anti-crisis development
strategies, it is proposed to consider the tour-
ism and hotel and catering business sector, since
this sector is most sensitive to the COVID-19
pandemic and provokes the introduction of in-
novation in the insurance companies’ develop-
ment strategies.

CONCLUSION

When shaping and implementing anti-crisis strategies for the development of insurance companies,
it is necessary to consider the following basic conditions, thanks to which they will be successfully
implemented:

1) systematic and balanced decisions regarding changes in approaches to insurance;

2) considering the specifics of the emergence of risks, that is, depending on the type of economic ac-
tivity, it is necessary to determine the needs and preferences of customers;

3) substantiating the feasibility of developing the direction of insurance of tourism and hotel and ca-
tering business as one of the most promising activities in a circular economy; and

4) innovationand speed of implementation of strategic changes in the activities of insurance companies.

The concept of anti-crisis strategy for the development of insurance companies during a period of pan-
demics and crises contains the following main elements:

1) atool for resolving contradictions;

2) the process of development of the insurance company is inevitable given the manifestations of the
circular economy; and

3) an increase in the number of crises or their threats, as well as pandemics at the national, regional
and local levels.

Anti-crisis development strategies of insurance companies are changed and consolidated consider-
ing the specifics and risks that arise in the process of companies’ work. Key strategies during the
COVID-19 period include an effort concentration strategy, an innovation strategy, and a strategy
for maintaining an adequate level of financial sustainability. These three strategies are core and
partially combine the anti-crisis strategies that companies implemented before the COVID-19 pan-
demic. In particular, the first strategy combines two anti-crisis strategies, such as the strategy of
long-term planned changes and the strategy of balancing the interests of the insurance company
and stakeholders. It is important to develop a marketing strategy to manage the image of insurance
companies, which should generate a positive goodwill. The risk management strategy is contained
in the innovation strategy and provides for the development and implementation of new insur-
ance services, risk compensation mechanisms, considering the specifics of pandemics and crises.
Cyberinsurance and a mechanism for compensating losses directly caused by COVID-19 are in-
teresting areas of insurance. It should also be noted that in the face of pandemics and crises, the
financial sustainability of insurance companies is critical. The closer the company is to the center
of the financially sustainable development zone, the more risks it may face, which is especially im-
portant during the COVID-19 period.
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