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I. Introduction

Voluntary health insurance in a broader sense provides financial protection
against the risk of an illness and its consequences.? This insurance, which is created
according to wishes and needs of the insured — can be used in different ways as a
regular insurance (completely replaces compulsory health insurance) or as a sup-
plement to the existing healthcare system.? Having in mind that the 215 century is
characterized by the ageing of the population, financial pressure on public health
insurance funds and unsuspected options of treatment and prevention, it is clear
that one of the primary tasks of every state is to complete the healthcare package.
Therefore, in recent decades, much attention was paid to voluntary health insur-
ance. It was observed that the existing systems can survive only if compulsory and
voluntary insurance are combined, which will ensure combined use of the state and
private health institutions. A prerequisite for this is the health literacy of the citizens,
and simultaneous pointing out the potential of timely investments in voluntary
health insurance. Citizens, that is, potential patients, should be able to take care of
their health and make decisions that will achieve health risk management as one of
the main and existential risks.*

What is the status of the health literacy of citizens in Serbia? Is there an
adequate healthcare strategy including voluntary health insurance? There are cur-
rently numerous problems in Serbia, starting from terminological doubts to the

2 H. Mdller, ,Private Krankenversicherung®, u: Roland Michael Beckmann, Annemarie Matusche-Beckmann
(hrsg.), Versicherungsrechts-Handbuch, Verlag C. H. Beck Miinchen 2009, p. 2697; J. Bigot, ,Les assurances
de personnes non-vie, Notions generals’, u: Jean Bigot, Philippe Baillot, Jérome Kullmann, Luc Mayaux
(ed.), Les assurances de personnes, Tome 4, L.G.D.J, Paris, 2007, p. 503.

3 ,Dobrovoljno (privatno) zdravstveno osiguranje pokriva finansijske posledice ugovorom nabrojanih
bolesti, uobicajeno je da pokriva farmaceutske troskove, troskove lecenja i hospitalizacije, a moze da
pokrije i posledice priviemene nesposobnosti (invalidnosti) ili rizik od smrti nastao kao posledica bo-
lesti” — N. Petrovi¢ Tomi¢, Pravo osiguranja, Sistem, Knjiga prva, Sluzbeni glasnik, Beograd, 2019, p. 708.
U.: I. Spasi¢, ,Mesto dopunskog i privatnog zdravstvenog osiguranja u uporednom pravu i predlozi za
reformu sistema zdravstvenog osiguranja u Srbiji*, Revija za pravo osiguranja, br. 1/2, 2004, pp. 1-13; J.
Slavni¢, ,Ugovor o dobrovoljnom zdravstvenom osiguranju kao predmet zakonskog regulisanja — prilog
raspravi o regulisanju ugovora o osiguranju u novom Gradanskom zakoniku Srbije”, Evropske (EU) reforme
u pravu osiguranja Srbije, Pali¢ 2010, p. 2.

4 Health risk management involves several measures, of which we particularly highlight healthcare pre-
vention. Preventive medical examinations are valuable in the process of early detection of illnesses and
conditions that require long-term and expensive treatment. Preventive medical examinations of employees
are a legal duty of healthcare institutions. This results from the regulatory framework of the Republic
of Serbia that consists of a series of laws, of which we single out the Law on Healthcare (Official Gazette
of the RS, no. 25/2019 - hereinafter the LHC). Pursuant to this law, healthcare includes implementation
of measures for preservation and improvement of the health of citizens of the RS, prevention, control,
and early detection of illnesses, injuries, and other health disorders and timely and efficient treatment,
healthcare and rehabilitation (Article 2 Para 1). According to the law, healthcare institutions in public and
private ownership, as well as private practices, are healthcare providers.
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protectionism of the state fund, which threaten to slow down and/or collapse the
efforts to establish a public-private partnership between the state and insurers, as
the only sustainable model for the implementation of citizens” healthcare.

Il. Regulatory Framework of Voluntary Health Insurance
in Serbia

1. Historical Overview - from Regulation to the Law

Regulatory framework for private health insurance in Serbia has been unprec-
isely defined for decades.> Namely, at this moment we can only talk about the status
part of the regulatory framework, which consists of the Insurance Law (hereinafter
the IL)® and the Law on Healthcare.” The Law of Contract and Torts (hereinafter the
LCT)® does not contain any special provisions regarding voluntary health insurance.
Despite the adoption of lex specialis regulations, the contractual part of the regulatory
framework of private health insurance has not been developed, which we assess as
a major shortcoming of our legislation for years.'® For most substantive legal issues
related to voluntary health insurance, the answer must be sought in the section
of the LCT, which contains general rules for insurance, while the LHC only partially
and superficially dealt with it. This will lead to legal gaps in many situations, which
must be filled by adequate application of general or special rules from the section
related to personal insurance. Therefore, the substantive legal part of the regulatory
framework of private health insurance contracts is missing. The issue can be solved
only by adopting a special law on insurance contracts that would contain a section
related to voluntary health insurance.

Since the LCT does not mention voluntary health insurance at all, we be-
lieve that its general provisions on insurance, and the section with special rules for

> We use the term private here in a broader sense as opposed to compulsory health insurance which is
public and under the auspices of the state (author’s note).

¢ Official Gazette of the RS, no. 139/2014 and 144/2021.

7 Official Gazette of the RS, no. 25/2019. Until the adoption of the LHI, voluntary health insurance was
regulated by a bylaw - the Regulation on Voluntary Health Insurance (Regulation), Official Gazette of the
RS, nos. 108/2008, 49/09.

8 Official Gazette of the RS, no. 29/78, 39/85, 45/89 - decision of the Constitutional Court of Yugoslavia
and 57/89, Official Gazette of the FRY, no. 31/93 and Official Gazette of the SMG, no. 1/2003 - the Consti-
tutional Charter.

° There is a simple explanation for this. From a historical point of view, this law was adopted during the
dominance of the state compulsory healthcare system, so it is logical that there is no mention of the
voluntary healthcare system. The situation was not different in terms of comparative law.

% In comparative law it is common to adopt laws that regulate only voluntary health insurance, and not
compulsory, as in our country. We are, in fact, delighted that finally the voluntary health insurance entered
legislation, although it is far from the practice of European and world legal cultures.
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personal insurance, must be used mutatis mutandis to answer all questions from the
contract law, which remained outside the LHC. It is certainly not an easy job, since
voluntary health insurance - as well as accident insurance - is a hybrid service and
the insurer’s obligations cannot be viewed only from the perspective of personal
insurance." In ultima linea, such legislative framework creates fertile ground for
increased importance of insurance conditions. Insurers try to fill the legal vacuum
by detailing all issues of insurance conditions. It would be desirable to adopt (at
least) common principles of voluntary health insurance contracts. Conditions of
our insurers differ in terms of additional and special conditions that they adapt to
specific healthcare packages. If we know that it is a new insurance product in our
country, we have to consider that insurance service users know even less about it
than about other insurance products. Therefore, the typical consumer position is
highly affected by the absence of a legal minimum regulation of sensitive issues of
the contractual relationship of voluntary health insurance. So, one of the reasons
that for years we have been requesting adoption of the insurance contract law is
precisely the legal standardisation of the division into indemnity insurance and
fixed-sum insurance, which presents conditio sine qua non of a precise qualification
of obligations in voluntary health insurance.'

Let's make a brief historical overview of our legislation. Since the LCT does
not contain provisions about voluntary health insurance, the substantive legal reg-
ulation of this type of insurance was until recently contained in the by-laws. In fact,
we have had such legislative confusion since 2008. By adopting the Regulation on
voluntary health insurance, a precedent was set in our law, which should be high-
lighted as a negative paradigm. Namely, it regulates numerous issues of insurance
contract law that constitute domain reservé of legislative matter — the procedure
for concluding a voluntary health insurance contract, the limitation of the insurer’s
freedom to contract - although it is not a compulsory insurance (sic!), regulation of
insurers’ obligations in terms of collective agreements, etc. As such, the Regulation
was against the Constitution of the Republic of Serbia and the LCT." In addition, the
Regulation defines the content of the voluntary health insurance policy (although

" We wrote about it: N. Petrovi¢ Tomi¢, ,Hibridni proizvodi osiguranja — stanje i perspektive razvoja”, in:
Z. Petrovi¢, V. Colovi¢, D. Obradovi¢ (ured.), Prouzrokovanje Stete, naknada stete i osiguranje, XXIV medu-
narodni naucni skup, Beograd — Mionica 2021, pp. 325-341.

12 According to comparative law, the section on voluntary health insurance should include the minimum
protection not only of the insured, but also of the insurance company itself. That means restricting insurers
to determine the basis of pricing insurance premiums. The premium must not be calculated only based
on the access age and health status of the insured, because such calculation method favours younger
insureds, and may mean rejection of older insureds. Insurers must not be given complete freedom in
terms of regulating the waiting period; bonus and malus should be defined as to encourage the insured
to reduce the probability of risk occurrence; deductibles are common etc.

'3 For a detailed criticism of the Regulation: J. Slavni¢, ,Pogled na regulisanje ugovora o dobrovoljnom
zdravstvenom osiguranju’, Pravni Zivot, No. 12/2009, pp. 807-823.
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it is a legal matter of the LCT), lists the rules related to voluntary health insurance
(including general and special conditions), etc.

According to the Constitution of Serbia (Article 68, Paragraph 3), health
insurance should be regulated by the law. We therefore welcome the adoption of a
special law on health insurance which has a section dedicated to voluntary health
insurance. However, that would have to be a temporary solution. Namely, in relevant
legislations voluntary health insurance is regulated by the lex specialis regulation,
which does not include compulsory health insurance in the same package. We will
present several reasons why we believe that the legal regulation of this insurance
type is essential, that is, the separation of compulsory and voluntary health insurance.
First, because of the usefulness of the said insurance type. Risk of an illness is one of
those risks that every person is faced with, which is also stressed in the 215 century
- a century characterized by a pronounced aging of the population. It is a risk of an
existential nature whose coverage is not possible only on the basis of compulsory
health insurance.’ A person’s decision to invest in this cover is decisively influenced
by the knowledge that, due to new discoveries, medicine has advanced so much
that many illnesses are no longer incurable, and that even after severe accidents
and injuries, people can count on recovery and continuation of life if they are able
to afford modern treatment methods. Therefore, such useful insurance should be
regulated by the law since it covers a risk that affects the public interest as well
as an individual. The state has a clear interest in taking care of the population’s
health, which displaces that risk from the free disposition of service users. Second,
although models differ among countries, in general it can be said that the principle
of coexistence of the private and the public sector in the healthcare is dominant.
Thus, voluntary insurance exists in parallel with compulsory health insurance and
serves as a supplement to the compulsory healthcare system. Due to simultaneous
reduction in the number of employees and the aging of the population in most
countries, compulsory health insurance system is faced with major limitations. It is
crucial that persons who are beneficiaries of compulsory healthcare are encouraged
to allocate funds for insurance from the earliest days, which will reduce the pressure
on the compulsory healthcare funds. Only a well-designed voluntary health insurance
package can replace limited capacities of compulsory health insurance.

Third, the need to protect the insured as a weaker side of the insurance con-
tract is even more stressed with new insurance types, with which they are even less
familiar than with the contracts they have been buying for years. They will be better
protected if the majority of issues relevant to the insurance contract are regulated
by legal imperative or semi-imperative norms. This narrows the maneuvering space
for insurers. Protective function of legal norms is more expressed if it is known that

" M. Wandet, Versicherungsrecht, 5. neu bearbeitete Auflage, Carl Heymanns Verlag, KéIn 2010, p. 462.
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in this insurance type there is a risk of anti-selection of risks. Therefore, the insurer
is obliged by law to conclude an insurance contract with each person who sends an
offer to conclude the contract, and the circumstances upon which the risk will be
assessed and the premium will be determined are defined in advance by the law.”

Fourth, we have already pointed out the specificity of this insurance type
and various obligations the insurer can assume under the contract.’® With such
insurance services, it is in the insurer’s interest that certain obligations are defined
by law. Fifth, it will be incomparably easier for case law to resolve disputes arising
from this insurance type if there is a clear and modern regulatory framework. Sixth,
voluntary health insurance recorded excellent sale in developed markets not only as
a basic contract but also as a supplementary contract to life or accident insurance.
When the death risk is included, since it can also occur as a result of an accident or
an illness, insurers offer favourable packages that combine life and voluntary health
insurance. Favourable regulation of that insurance can, stimulate development of
other insurance services with similar risk.

Seventh, personal insurance (especially accident insurance and health in-
surance) has a significant role in improving the social welfare system. Any accident
or more severe illness is easier to overcome if a person has invested in an adequate
insurance package in advance. Therefore, in developed markets, employers com-
pete to attract skilled (or scarce) labour with good packages of combined accident
and health insurance.” Having in mind multiple benefits of personal insurance, the
legislators of developed countries — that plan to encourage the expansion of insur-
ance products — introduce tax incentives for personal insurance, especially for life
insurance. In many countries, the life insurance premium tax does not exist or is such
that it does not present an additional financial burden on insurance service users.

2. Overview of the LHC

The LHC contains provisions identical to those contained in the Regulation.
In our opinion, Articles 6 and 7 of the LHC do not bring the necessary progress to this

> This is about the limitation of freedom of contracting that is common with compulsory insurance
types. However, taking into account the social function of voluntary health insurance, the legislator could
not let the insurers to apply a purely market approach when assuming risks. For the same reasons, the
contractual content is largely regulated by the law itself. More details on the limitation of the principle of
freedom of contracting in insurance law: N. Petrovi¢ Tomi¢,,0 ograni¢enoj i usmerenoj slobodi ugovaranja
u ugovornom pravu osiguranja: fenomen ‘pokoravanja’ ugovora o osiguranju’, u M. Karaniki¢ Miri¢, M.
Purdevic (ured.), Zbornik radova sa Druge regionalne konferencije iz obligacionog prava odrzane 14. i
15. novembra 2019. godine na Pravnom fakultetu Univerziteta u Beogradu, Beograd 2020, pp. 318-343.
6 N. Petrovi¢ Tomi¢, ,O pravnoj prirodi dobrovoljnog zdravstvenog osiguranja — Povodom predloga
Zakona o zdravstvenom osiguranju’, u: M. Orli¢ (ur.), Aktuelna pitanja savremenog zakonodavstva, Budva,
2019, pp. 487-506.

7 J. M. Binon, Droit des assurances de personnes, Aspects civils, technique et sociaux, Larcier, Bruxelles,
2007, p. 20.
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sector. Namely, Article 7 stipulates that compulsory health insurance is organized
and implemented by the Republic Fund of Health Insurance (RFHI), while voluntary
health insurance can be organized and implemented by legal entities dealing with
insurance activities (insurance companies), in addition to the RFHI, in accordance
with the LHC and the law regulating insurance.' This is confirmed by Article 10
Paragraph 1 Point 15. According to the LHC, an insurance company can provide all
types of voluntary health insurance, while the RFHI cannot provide private health
insurance. The LHC expressly stipulates that the provisions of the law regulating
insurance are applied to the organization and implementation of voluntary health
insurance. This raises the question of whether the provisions of the IL apply equally
to the RFHI when the Fund itself is the insurer of voluntary health insurance. The
question is not only of theoretical importance.

This can be answered by a systematic interpretation of the LHC. Although
based only on introductory provisions, one could think that every insurer of volun-
tary health insurance - including the RFHI — should meet the requirements of the
IL, such conclusion does not result from what is written in the third part dedicated
to voluntary health insurance. Article 177, entitled Conditions of voluntary health
insurance, expressly states the difference between the conditions to be met by the
insurer and those to be met by the RFHI. While the RFHI makes a decision on the
organization and implementation of voluntary health insurance (underlined by
N.PT.) - a double licence system applies for private insurers. Namely, in addition to
the opinion of the Ministry of Health on the fulfilment of the conditions for organiz-
ing and implementing voluntary health insurance, they should also obtain a licence
from the National Bank of Serbia. The opinion of the relevant ministry is given on the
basis of the LHC, and the NBS licence is obtained on the basis of the IL.

What will differentiate the operations of companies established for volun-
tary health insurance is obtaining of licences. Namely, the relevant ministry issues
an opinion on the fulfilment of the conditions for organizing and implementing
voluntary health insurance. However, private insurers have to submit a copy of the
NBS licence for performing insurance activities in accordance with the insurance
law along with the request for the issuance of that opinion. Since voluntary health
insurance is a subtype of non-life insurance, it is handled by composite insurance
companies, as well as those with a licence to perform non-life insurance business.
Exceptionally, voluntary health insurance can also be carried out by companies deal-
ing with life insurance in the part that covers medical expenses, provided that this
insurance refers to the person with whom a life insurance contract was concluded.™
Additional clause requires special record-keeping of these contracts.

'8 Compulsory health insurance is done by the Republic Fund of Health Insurance, which provides a
basic package of coverage.
9 |L, Article 22 paragraph 1.
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It turns out that the special law only copied the Regulation! It is a weak
point of the statutory part of the regulatory framework of voluntary health insur-
ance. In addition, the said solution of the Regulation is contrary to the provisions of
the current IL (and of course the EU directives on non-life insurance). This created a
double exception in voluntary health insurance. First, the RFHI, which is ex lege the
exclusive insurer for compulsory health insurance, was granted the right to deal
with some voluntary health insurance — without the prior approval of the super-
visory body for insurance sector. This set a precedent not only from the point of
view of our law, but also in general. In the insurance sector, the licence system can
be called an achievement. Second, since the RFHI does not apply the IL, it seems to
be an even more dangerous deviation from the legal system, which - according to
good European practice - should be applicable to all insurance service providers.
This literally enables the RFHI not to form the necessary reserves, and prevents the
NBS from supervising the voluntary health insurance. The only thing stipulated by
the LHC is that the RFHI manages voluntary health insurance funds separately from
compulsory health insurance funds and accounts, according to the voluntary health
insurance types which have separate accounts (Article 193, Paragraph 2). Apart from
not being in the interest of insurance service users, the situation repeated by the LHC,
which already exists based on the Regulation, is extremely unincentive for private
insurers that are in a less favourable position than the RFHI.%

It is certain that the regulatory framework for health insurance in Serbia is
limited, and that insurers who try to develop this type of insurance face numerous
restrictions. The equality of voluntary (premium) insurers and compulsory health
insurance funds is not ensured, nor is business security. According to the LHC, this
will not happen in the future either. Favouring the RFHI in relation to private insurers
is more problematic when we know that it does not have a developed sales net-
work, which, in our opinion, is one of the long-term reasons why voluntary health
insurance has not taken roots. Even if a sales network is hastily built, the question
is whether it will consist only of entities with a licence to sell insurance products?
Is the RFHI above and beyond the IL in this regard? In addition, the law creates a
conflict of interest, since the rights from compulsory insurance and the rights from
voluntary insurance (which is paid!) are decided in the same place!!

Private health insurance should be modelled according to the German
law.?' The Law on Insurance Supervision stipulates that health insurance cannot be
provided by an insurer dealing with property or life insurance.?? The Law on Insurance

20 N. Botica Juki¢, ,Uskladenost Zakona o dobrovoljnom zdravstvenom osiguranju s pravnom ste¢evinom
Europske unije”’, Osiguranje, No. 1/2015, pp. 30-33.

21 R. Muller-Stein, ,Krankenversicherung’, u: H. W. Van Buhren, Handbuch Versicherungsrecht, 4. Auflage,
Deutscher AnwaltVerlag, Bonn, 2009, pp. 2119-2182.

22 This provides the highest degree of financial protection of the insured with health insurance.
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Contracts contains substantive legal provisions. That law enables voluntary health
insurance to be contracted as property or personal insurance, depending on the
type of health insurance. Implementation of the law on insurance contracts is in any
case limited (e.g. norms on increased risk do not apply, but the insurer’s subrogation
applies even if health insurance is concluded as personal insurance). In addition, in
German law there are also model conditions for certain types of health insurance,
which were adopted by the association of insurers and which individual insurers
accept and accordingly provide this type of insurance.

lll. Voluntary Health Insurance Types in Serbia - Did the
Legislator Mixed Things up?

The LHC contains a special section about voluntary health insurance. Actually,
the subject of that law make two types of health insurance — compulsory and voluntary
insurance. The fact that the voluntary health insurance was regulated for the first time
in our country deserves to be highlighted as a step forward in the development of this
type of insurance, which in developed countries is experiencing a large expansion.
However, whether due to insufficient knowledge or intention to avoid the pitfalls of
legal definitions, the legislator uses the generic term voluntary health insurance in order
to use it to regulate three types of covers. Therefore, the task of the theory is to first
divide related modalities of covers encompassed by the same legal term.

The LHC recognises the following types of voluntary health insurance 1)
supplementary health insurance - insurance covering the healthcare costs arising
when the insured person supplements the rights from compulsory health insurance
in terms of content, scope and standards; 2) complementary health insurance - in-
surance covering the share in the healthcare costs, that is, healthcare service costs,
medicines, medical devices, i.e. money that is not covered by rights from compulsory
health insurance; 3) private health insurance - insurance of persons not covered
by compulsory health insurance, to cover costs for the type, content, scope and
standard of rights that are contracted with the insurer.

Generally speaking, voluntary health insurance enables a higher level
of healthcare services for users, and the provision of services not included in the
compulsory health insurance system.? It is common to refer to the first modality of
private (voluntary) health insurance as complementary voluntary health insurance,®

2 LHC, Article 6 Paragraph 2 Points 1 to 3 regarding Article 174.

24 By providing users with choice, voluntary health insurance affects the reduction of excessive use of
compulsory healthcare services, reduction of corruption, investment in healthcare, etc. V.: T. Rakonjac
Anti¢, Penzijsko i zdravstveno osiguranje, Ekonomski fakultet u Beogradu, Belgrade, 2018.

% For example, the Croatian Law on Voluntary Health Insurance states that complementary health insurance
ensures a higher standard of healthcare compared to the standard of healthcare from compulsory health
insurance, and a greater scope of rights compared to rights from compulsory health insurance (Article 6).
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and the second one as supplementary voluntary health insurance,® while the third
one is called private voluntary health insurance.” This is the case in comparative law,
while in our country the terms complementary or supplementary health insurance
are used in the wrong context. The point is that the legislator mixed-up titles of
voluntary health insurance types, while the comparative law recognises examples
of overlapping of covers of complementary and supplementary health insurance.?®
Having in mind that users do not know much about these insurance products, which
affects their interest, we believe that the legislator’s omission is even greater. As part
of the health literacy of the population, an element that should be taken into account
is voluntary health insurance.?” Healthcare users should be explained the potential
of voluntary health insurance, which seems like an impossible mission if an error
was made already in the product’s name.

IV. Supplementary versus Complementary Health Insurance
- Two Pillars of Private Healthcare

According to comparative law and practice, the first association with vol-
untary health insurance is complementary health insurance. This insurance covers
healthcare costs arising when the insured person extends the healthcare package
in terms of content, scope and standards. At first glance, it is clear that it is a rather
vague insurance whose scope may cause doubts. This insurance emerges when
the insured uses healthcare covered by compulsory health insurance in a way and
according to a procedure that are different from the way and procedure of exercising
rights from compulsory health insurance prescribed by the law regulating health
insurance and the regulations adopted for implementation of the law. Comple-
mentary health insurance, as the name suggests, is designed as a complement to
the existing system of compulsory health insurance. It unquestionably provides a
wider scope of rights than compulsory health insurance, although there may be

% Supplementary health insurance is insurance intended to cover healthcare costs provided under
mandatory health insurance referred to in article 16 paragraphs 3 and 4 and article 17 paragraph 5 of
Mandatory Health Insurance Act (Croatian Voulntary Health Insurance Act, article 5).

27 The EU law: E. Mossialos, S. Thomson, Voluntary Health Insurance in the European Union, European
Opservatory on Health Systems and Polisies, Brussels, 2004, pp. 51-67.

% Some authors prefer the term voluntary additional health insurance that includes all voluntary health
insurance tyoes, except for private health insurance that has a completely different function. V.: P. Calcoen,
W. P. M. M. van de Ven, ,Voluntary Additional Health Insurance in the European Union: Free Market or
Regulation”, European Journal of Health Law, Vol. 24 /2017, p. 2.

2 Health literacy of the population is crucial for sustainability of health innsurance. The WHO defines
health literacy as the ability of individuals to understand and use information on health in order to make
decisions in ways which promote and/or maintain good health for themselves. V.: H. D. C. Roscam Abbing,
,Health, human rights and health law: The move towards internationalizam, with special emphasis on
Europe’, International Digest of Health Legislation, Vol. 49, No. 1, 1998, pp. 101-112.
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differences between legislations as to what exactly is meant by this.** The answer to
that question can only be obtained based on the insurance terms and conditions.

In order to divide application of complementary voluntary health insurance,
we will compare it with supplementary health insurance. Although the LHC uses the
wrong name for this insurance type, it is defined in a way that is usually found in
comparative law. Supplementary health insurance covers the healthcare costs, i.e.
healthcare services, medicines, medical devices,?' rehabilitation and monetary com-
pensations, which are not covered by compulsory health insurance. Complementary
health insurance, in fact, complements the compulsory health insurance in the part
of healthcare services known as out-of-pocket costs.>? On the contrary, if someone
wants to extend the scope of additional cover, and not only to cover out-of-pocket
costs, they will opt for complementary and not supplementary health insurance.

Essentially, two types of similar covers can be obtained through voluntary health
insurance. Similarity is reflected in the fact that they rely to a greater or lesser extent on
compulsory health insurance, so without it it is not possible to determine their scope of
cover, while the third modality (private health insurance) is completely independent.®
After all, the insured person is a natural person who concluded a voluntary health in-
surance contract or for whom the contract was concluded, and who exercises the rights
provided in the contract, as well as a member of his family. The LHC set a limit regarding
the capacity of insureds of complementary and supplementary health insurance. In
complementary and supplementary insurance the insured can only be a person who has
the compulsory health insurance. Therefore, a person who is not covered by compulsory
health insurance cannot buy complementary or supplementary voluntary health insur-
ance in Serbia. In addition, the LHC prescribes that a person who loses the status of the
insured in the compulsory insurance loses the same status in both complementary and
supplementary health insurance. This clearly indicates the connection between the said
types of voluntary health insurance and compulsory health insurance.?*

Let's start with the cover referring to that part of healthcare costs that, ac-
cording to the rules of compulsory health insurance, is borne by the insured himself

30 E. Mossialos, S. Thomson, pp. 66-67.

31 Medical and technical aids and implants were mentioned in the Regulation, which is now omitted.
We believe that this will limit the scope of cover, that is, reduce the level of healthcare of the population.
32 E. Mossialos, S. Thomson, p. 67.

* B. Nikoli¢, ,Slovenian Complementary Health Insurance as a Service of General Economic Interest”,
International Public Administration Review, Vol. 13 (1), 2015, 49-67.

* In addition, there is a subsidiarity clause in general terms and conditions of voluntary health insurance.
According to that clause, the insured is entitled to a cover of treatment costs based on voluntary health
insurance only if he is not entitled to reimbursement of those costs on the basis of compulsory health
insurance. Only private health insurance has autonomy from compulsory health insurance. Complementary
and supplementary health insurance are considered in interaction with compulsory health insurance.
This is useful when interpreting unclear issues, such as the scope of complementary insurance and its
distinction from supplementary health insurance.
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(the so-called out-of-pocket costs).>* Although the law mentions it as another type
of voluntary health insurance, its content can be determined more easily. Regarding
out-of-pocket costs there is no problem,*® but the second type of cover — which brings
"greater content, scope and standard of rights” compared to rights from compulsory
health insurance - is rather vague. The law did not define the higher standard of
protection and a greater scope of rights. In order to define it, it is important to know
the regulations governing compulsory health insurance. Generally speaking, a higher
healthcare standard usually refers to medical examinations and diagnostic procedures
without waiting lists, a higher standard of hospital accommodation, a possibility of
choosing a specialist or a surgeon, an expanded list of medicines whose purchase is
financed by the insurer.?” In addition, the insurance terms and conditions state that
complementary health insurance can also include the costs of an annual medical exam-
ination, the costs of various specialist examinations, the costs of additional laboratory
analyses, etc.3¥ What is certain, at least from a professional point of view, is that both
types of cover can be called complementary or supplementary in a broader sense
since they complete the healthcare provided by the state healthcare system. However,
the linguistic distinction is not insignificant, so in practice it is common to use the
term supplementary health insurance for cover that includes out-of-pocket costs.

It sounds frivolous that our legislator decided to use a different terminolo-
gy than that widely adopted in comparative law and practice. The question is how
many problems such approach will cause since the terminological definition is the
identity card of each insurance product. If doubts arise during the translation (in
this case completely justified), it can be expected that foreign business partners
(investors in insurance sector) will show a certain amount of mistrust. The last thing
a serious legislator should do is to resort to some kind of originality when arranging
insufficiently known types of insurance, which can cost him dearly. Terminological
apparatus is the alphabet of the regulations of each company, and this is truer in
globalization and expansion of foreign investments.

Private health insurance is designed as a solution for persons who are not cov-
ered by compulsory health insurance or have not joined compulsory health insurance.*

3 Details on out-of-pocket costs: L. Belani¢, ,Ugovor o dobrovoljnom zdravstvenom osiguranju u hrvat-
skom pravu s osvrtom na njemacko pravo”, Pali¢ 2017, p. 117.

3 Introduction of out-of-pocket costs resulted from the reduction of costs in the compulsory health
insurance system. By transferring a part of the healthcare costs to the burden of citizens, efforts are being
made to ensure the rationalization of costs.

37V, Bradi¢, ,Privatno zdravstveno osiguranje”, Osiguranje, No. 3/2002, pp. 51-52.

3 However, costs of dental treatments, organ transplants, cosmetic procedures, dialysis, gender reas-
signment, IVF, termination of pregnancy that is not medically indicated, etc. are excluded from cover.
U: L. Belani¢, 124.

3 As for the name private health insurance, it is somewhat imprecise, because both complementary and
supplementary insurance are private insurance types. However, only private insurance exists indepen-
dently of compulsory health insurance, and in that sense the name is appropriate.
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On the basis of private health insurance, they can obtain a narrower or wider cover
package, depending on the insurance premium. Thus, private insurance can cover only
medical expenses or hospital stays, various types of compensations, etc. Healthcare
service is provided only in those institutions with which the insurer had concluded
a contract. It is the only modality of voluntary health insurance provided only by
insurance companies, not by the RFHI. At the same time, it is the only voluntary
health insurance aiming to be a substitute for compulsory health insurance and whose
content is not limited by the law.*

V. Legal Nature of Voluntary Health Insurance

The LHC defines the voluntary health insurance as a type of non-life insur-
ance.*’ It's nothing new. The IL has already stated that and we presented sufficient
arguments that this provision is not sufficient for the qualification of voluntary
health insurance as a hybrid service.*? The LHC only confirms our belief that it is
necessary to introduce a division according to the type of the insurers’ obligation
in the insurance contract law. Namely, Article 6 Paragraph 5 of the LHC expressly
states that the provisions of the law regulating the obligations are applied to the
relations between the contracting parties in voluntary health insurance. That form
renvoi to the general contractual regulation is potentially the weakest point of the
legal regulation of voluntary health insurance. The LHC refers to the LCT where this
insurance is not even mentioned! The Regulation was first adopted, and later the LHC
due to its unprecise definition. On the other hand, such approach only confirms that
itis necessary to adopt a new insurance law as soon as possible. A good law — which
will contain norms that allow the insurers’ obligations in personal insurance to be
contracted as a fixed-sum or an indemnity insurance — will create the foundation for
development of a modern system of voluntary health insurance.

Let us briefly point out the legal nature of complementary and supplemen-
tary voluntary health insurance.

1. Non-life Insurance
In order to explain the essence of voluntary health insurance, we need to

point out, first of all, its categorization based on the provisions of the IL. That law in-
troduces the division into life and non-life insurance, which mainly has administrative

40 Similar in the Croatian law: L. Belani¢, p. 118.

41 LHC, Article 6 Paragraph 1.

42 N. Petrovi¢ Tomi¢, O pravnoj prirodi dobrovoljnog zdravstvenog osiguranja — Povodom predloga
Zakona o zdravstvenom osiguranju’, u: M. Orli¢ (ur.), Aktuelna pitanja savremenog zakonodavstva, Budva,
2019, pp. 487-506.
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significance.® In the provision on non-life insurance types, the IL mentions voluntary
health insurance that covers 1) contracted monetary compensation in case of an
illness; 2) reimbursement of contracted treatment costs and 3) a combination of
payments according to the previous two bases.*

We emphasize that introducing the division into life and non-life insurance
does not mean abandoning the division into property insurance and personal insur-
ance. That division remains in the LCT. What is clear at first glance is that the IL enables
to contract different obligations of insurers that offer voluntary health insurance. The
IL first mentions the agreed monetary compensation in case of an illness. The voluntary
health insurance can therefore cover the contracted (daily) compensations. Although
the term compensation is used, it is an obligation from fixed-sum insurance, which
can be concluded from the wording of the agreed monetary compensation. In the
property insurance, compensations cannot be agreed in advance, but are determined
according to certain rules, observing the indemnity principle.* In this insurance, even
when the term compensation is used, if contracted, it is not a compensation, but an amount
that the insurer should to pay. The IL mentions these compensations, but without any
specific details. This was done in the LHC. The concept of monetary compensation is
specified in the LHC. They include contracted medical costs, loss of earnings or salary
and other income due to temporary incapacity for work, transportation costs related
to treatment and other types of monetary compensations related to exercising rights
from voluntary health insurance.” General insurance terms and conditions stipulate
that the insurer is obliged to pay the agreed monetary compensations in case of
loss of earnings or salary and other income, due to temporary incapacity for work,
as well as other types of monetary compensations related to exercising rights from
voluntary health insurance that are defined by an insurance contract.’

4 Directive 73/239 on the coordination of laws, requlations and administrative provisions relating to the
taking-up and pursuit of the business of direct insurance other than life assurance (the first non-life direc-
tive), for the first time, categorised the risk, which influenced the formation of insurance rights in the
form we know today. Namely, Annex A of the First Non-Life Directive lists insurance contracts where
the insurers’ obligation consists of compensation for damages. These are insurance contracts covering
the following risks — accident (including industrial injury and occupational diseases), illness, land ve-
hicles, railway rolling stock, aircraft, ships, damage to or loss of items in traffic, fire and natural forces,
other damage to property, motor vehicle liability, aircraft liability (including carrier’s liability), liability
for ships (including carrier’s liability), general liability, credit - insolvency liability, suretyship, financial
loss and employment risks and legal expenses. As you can see, the illness was even then categorized
as a non-life risk.

“ 1L, Article 9 Paragraph 2.

% ). Bigot, ,Le réglement du sinistre”, u: Jean Bigot (ed.), Traité de droit des assurance, Le contrat d'assurance,
Tome 3, 2 édition, L. G. D. J., 2014, p. 942.

4 LHC, Article 10 Paragraph 1 Item 20.

47 Article 2 paragraph 12 of the General Voluntary Health Insurance Terms and Conditions, Generali
osiguranje Srbija.
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German law recognizes two types of compensations in the concept of
contracted monetary compensations in case of an illness.*® First, the compensations
paid according to the amount agreed in advance, which should compensate for the
loss of earnings during the period of temporary incapacity for work as a result of
ilnesses covered by the contract (Krankentagegeldversicherung). The fact that they
are determined as a fixed amount, i.e. that they depend only on the incapacity for
work and not on the specific damage sustained by the insured, makes the insurer’s
obligation as the fixed-sum insurance.* According to the prevailing opinion in
German theory, it is a fixed-sum insurance that should compensate for the loss of
regular income caused by an illness. Second, daily compensations during hospital
stay (Krankenhaustagegeldversicherung). That insurer’s obligation is fixed, i.e. it
does not have to correspond to the expenses incurred by the insured during his
stay in the hospital. It is an amount agreed in advance that does not depend on a
specific damage. As we will see, the insurer’s obligation in case of payment of daily
compensations either due to a hospital stay or a temporary incapacity for work is
fundamentally different from its obligation in case of covering the treatment costs.
Costs are covered according to the actual amount, i.e. the insurer’s obligation is
aimed at remediating a specific damage.

These are useful insurer’s obligations which enable a person who has suffered
an iliness and who is faced with temporary incapacity for work to get through that
period more easily. Daily compensations due to temporary incapacity for work bring
necessary financial security. It is the same with compensations for hospital stays,
which greatly facilitate the daily life of the insured who is hospitalized or forced to
undergo daily outpatient treatment due to an illness. In this way, the insured provides
a predetermined amount of money that he can use for any purpose, which is paid
to him in case of an illness.

Second, voluntary health insurance can cover contracted medical expenses.
During development of voluntary health insurance, it came to the point that the
insurer’s obligation can be aimed at reimbursement of medical costs. At that moment,
conditions enabled that insurance to be qualified as a mixed service. Of course, the
insurer’s obligation to reimburse contracted medical costs was not specified by the
provisions of the law (which was expected!), so insurers defined it in the insurance
terms and conditions. Their intention was to prescribe precisely which medical
treatments and procedures are included in the cover their insured is entitled to.
Insurers define medical costs so that their obligation refers only to those costs that
were medically required during treatment of the insured’s diagnosed illnesses and

4 H.Tschersich,,Krankentagegeld-und Krankenhaustagegeldversicherung’, u: Roland Michael Beckmann,
Annemarie Matusche-Beckmann (hrsg.), VersicherungsrechtsHandbuch, 2. Auflage, Verlag C. H. Bech,
Miinchen 2009, pp. 2757-2758.

4 M. Wandt, pp. 459-460.
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conditions.”® This should also be written in the law governing substantive legal
issues. In order to prevent abuses of this insurance, the German Insurance Contract
Act explicitly stipulates that the insurer shall not be liable to reimburse costs in
cases where there is a significant disproportion between the costs incurred and the
medical service provided.”

Finally, the IL enables the option of combining the contracted monetary
compensation in case of an illness and contracted treatment costs. In our law, the
insured chooses a type of voluntary health insurance package.

If the provisions of the LCT, the IL and the LHC are taken into account, we
conclude that voluntary health insurance is a non-life personal insurance. What
does that actually mean? Particularly regarding practice. How is it different from
life insurance? Or other non-life insurances? In terms of comparative law, accident
insurance and voluntary health insurance emerged later in relation to life insurance,
which is a typical personal insurance by all its characteristics. Therefore, they should
linguistically differ from life insurance, since they are in the same group of personal
insurance, in this case the personal rights that sustained the insured risk. The name
non-life personal insurance, which originated from the French law (les assurances de
personnes non-vie), was created to indicate the differences in the legal and technical
scheme of accident insurance and voluntary health insurance in relation to life insur-
ance.*? Unfortunately, the incompleteness of our insurance regulatory framework is
evidenced by the fact that the LCT contains a section dedicated to personal insurance
and in it a whole set of rules intended to apply to both life assurance and accident
insurance. It is about the following rules — the sum insured, the form of the contract,
the impossibility of compulsory collection of the insurance premium,*® insurance
in case of death of minors and persons deprived of business capacity, insurance in
case of death of a third party, cumulation of the sum insured and damage indem-
nity, intentional killing of the insured, exclusion of war risks and the insurer’s right
to exclude certain risks by contract.>* At today’s level of development of insurance
law, it is perfectly clear that such approach is not sustainable. Legislation needs to
recognize the differences between life and non-life insurance and regulate them
with special rules. In our opinion, it is best that the contract law first defines certain

0 That is the case in the comparative law: H. Miiller, pp. 2722-2724.

1 Par. 192 Abs. 2 VVG.

52 ). Bigot, P. Baillot, J. Kullmannn, L. Mayaux, Traité de Droit des Assurances, Les assurances de Personnes,
Tome 4, 1. G. D. J., Paris 2007, pp. 499-503.

3 The exception on the impossibility of compulsory collection of the insurance premium is defined in
the general section. It specifically refers only to life insurance. Theory and case law question whether it
also referred to accident insurance. In case law it was correctly observed on several occasions that due to
the differences between the said insurances, there is no place to apply Article 945 for accident insurance.
54 P, Suleji¢, ,Osiguranje lica u svetlu dono3enja Gradanskog zakonika Srbije, Pravni Zivot, No. 12/2009, p. 801.
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types of personal insurance, and that each type of personal insurance is defined in
a separate section.

Although we do not deny that the provisions of the IL and the LHC are the
first steps towards clarifying the legal nature of voluntary health insurance, we believe
that it would be more understandable to an average lawyer if the division of insur-
ance according to the nature of the insurers’ obligations is introduced into our law.

2. Personal Insurance

Non-specific definition of voluntary health insurance in Serbian law is a
more serious problem when we know that voluntary health insurance is not a typical
personal insurance. In order to emphasize its special legal nature and the need for
legal regulation, we will first try to classify it within the existing divisions.

From the point of view of our insurance contract law, the oldest division is
into property insurance and personal insurance. According to the division in the LCT
voluntary health insurance belongs to personal insurance, although the LCT does not
explicitly mention it. Why? Because the basic risk insured in this insurance type, an
iliness, is an example of a risk realised on the insured’s personal rights.>® That risk is
realised on health as a typical personal right of the insured. Although it most often
leads to material consequences (i.e. expenses or loss of earnings), the fact that the risk
affects the insured’s personal and not property sphere is crucial for the qualification
of this insurance as personal.*® In this sense, it is comparable to life insurance (the risk
is related to death or survival) or accident insurance (the risk is related to life, phys-
ical integrity or work capacity). Voluntary (private) health insurance, namely, covers
the financial consequences of illnesses listed in the contract, and it usually covers
pharmaceutical costs, medical and hospitalization costs,*” and it can also cover the
consequences of temporary incapacity (disability) or the risk of death as a result of the
illness.>® The basis of this insurance is the remediation of the economic consequences
of contractually defined illnesses and conditions (pregnancy, childbirth, etc.).>® For this

5 Voluntary health insurance is cited in comparative law as an example of personal insurance. In the
German law there is division into personal (Personenversicherung) and non-personal insurances (Nicht-
personenversicherung), this insurance is stated as personal insurance. V.: E. Lorenz, ,Allgemeiner Teil. Das
Privatversicherungsrecht’, u: Roland Michael Beckmann, Annemarie Matusche-Beckmann (hrsg.) Versic-
herungsrechts-Handbuch, Verlag C. H. Bech, Miinchen 2009, p. 21; M. Wandt, p. 459.

6 J. Bonnard, Droit des assurances, 4 édition, LexisNexis, Paris 2012, p. 16.

7 This insurance was created with the purpose of covering all medical expenses. As the cover of medical
expenses requires proving their exact amount, the compensatory nature of the insurer’s obligation is
expressed.

8 H. Mdiller, 2697; J. Bigot, ,Les assurances de personnes non-vie, Notions générales’, u: Jean Bigot, Philippe
Baillot, Jérébme Kullmann, Luc Mayaux (ed.), Les assurances de personnes, Tome 4, L.G.D.J, Paris, 2007, p. 503.
% H. Tscherisch, ,Krankentagegeld- und Krankenhaustagegeldversicherung’, u: Roland Michael Beck-
mann, Anemarie Matusche-Beckmann (hrsg.), Versicherungsrechts-Handbuch, Miinchen 2015, p. 3060.
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reason, it is necessary to adjust the insurer’s obligation to the type of consequences
covered by the specific type of health insurance.

If it were assumed that voluntary health insurance is a type of personal
insurance (although this is not explicitly stated in the law), it would be expected
that the general rule from the section on personal insurance would also apply to
it. The first article of the LCT, titled personal insurance, states that the sum insured,
which the insurer is obliged to pay in case of occurrence, is determined in the policy
according to the agreement of the contracting parties.®® Although the title above
the article does not explicitly indicate this, the legislator determined the purpose
of personal insurance. Accordingly, it can be concluded that personal insurances are
fixed-sum insurances. In our law, it is implied that personal insurances are fixed-sum
insurances. Although the LCT explicitly mentions only life insurance and accident
insurance, that provision should also apply to voluntary health insurance. It is, there-
fore, by assumption a fixed-sum insurance.

However, in practice, the insurer’s obligation will not always be purely
fixed-sum, but according to the determination method it will often be more sim-
ilar to property insurance obligations (as with medical expenses). For this reason,
foreign theory regularly classified voluntary health insurance as a mixed insurance,
more precisely as a personal insurance that combines features of both fixed-sum
insurance and indemnity insurance. The best example is the cover of treatment ex-
penses arising from illnesses stated in the contract which are covered at the actual
amount.®' In fact, it is most accurate to say that this insurance is a hybrid, i.e. that it
has a mixed character and that it should be subject to a similar legal regulation as
the accident insurance.5? Here we come to the biggest limitation of our insurance
regulatory framework. Since voluntary health insurance is not mentioned at all in
the section of the LCT regulating personal insurance, it is qualified based on the
insurance terms and conditions.

Faced with this problem and aware of the fact that the LCT does not directly
mention voluntary health insurance anywhere, domestic insurers solved the problem
by introducing clauses in the general insurance terms and conditions which state that
this is indemnity insurance, regardless of what obligation was actually contracted.®®

%0 |LCT, Article 942.

81 J.Bonnard, 316.

2 However, there is one significant difference between these two types of cover — accident insurance is
contested as indemnity insurance, while voluntary health insurance is contested as fixed-sum insurance.
The truth is in the middle. Both insurances can include different covers, and what is contracted defines
the nature of the insurer’s obligation.

% Certain general terms and conditions contain a recourse provision that confirms the nature of this
type of insurance. It would be correct to say that there is a subrogation of the insurer to the insured’s
rights. Thus, it is stated that “the insured’s rights against a third party that is responsible for the damage
are transferred to the insurer at the amount of compensation paid by the insurer, without obtaining
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Instead of the ingenuity of domestic insurers, we are advocating for the regulation of
voluntary health insurance in a separate law.% It is crucial that it is defined in a clear
way, as well as to determine precisely the rules from the personal insurance section
that apply to this insurance, i.e. rules that normally apply to property insurance.

3. Conclusion on the Legal Nature of Voluntary Health Insurance
- Personal Indemnity Insurance

In our opinion voluntary health insurance is a hybrid insurance by its nature,
and as such it will not be developed in our law until the appropriate legal infrastruc-
ture is built. We primarily mean the adoption of insurance regulations, i.e. the Law on
Insurance Contracts, which should implement the division into fixed-sum insurance
and indemnity insurance. It is a division according to the type of the insurer’s obli-
gation, which comparative law is aware of, directly or indirectly.®® For a sustainable
development of voluntary health insurance (and perspective insurance products in
general) it is important to create in the Serbian law the conditions for the insurer’s
obligations to be qualified according to the wording of the contract. Thus, the principle
of freedom of contracting with regard to the type of contracted obligations is accepted,
which does not question the limitation of that freedom by introducing imperative norms
regarding the content of the contract itself. We emphasize — the division according
to the type of insurer’s obligation does not have to be explicitly stipulated by the
law. Comparative law teaches us that it is sufficient that all the provisions relating
to a certain section (e.g. personal insurance) show that a certain insurance type can
be contracted as an indemnity insurance or a fixed-sum insurance. The extent to
which the legal system meets the expectations of the insured can best be assessed
by starting with whether the contracting parties are enabled to determine whether
the obligation will be within a fixed-sum insurance or an indemnity insurance.®

Therefore, it is crucial to avoid adopting solutions that prevent further de-
velopment of this service in the regulation of voluntary health insurance contracts.
We primarily mean the dispositive norms that would prescribe that voluntary health
insurance can be concluded as an indemnity insurance, as a fixed-sum insurance or as
a combination of the aforementioned insurances. At the same time, if the insurance
is concluded as an indemnity insurance, the regulatory framework should contain

the insured’s special consent”. In addition, the insurance terms and conditions state the insurer’s right
to deduct the amount of compensation paid by the tortfeasor from the amount of compensation to be
paid to the insured based on occurrence.

& M. Curkovi¢, Ugovor o osiguranju osoba, Zivot-nezgoda-zdravstveno, Inzenjerski biro, Zagreb, 2006, p. 209.
% N. Petrovi¢ Tomi¢,,O podeli na svotna i odstetna osiguranja — Pravo osiguranja na prekretnici’, u: V.
Radovi¢, Uskladivanje poslovnog prava Srbije sa pravom Evropske unije, Belgrade 2019, pp. 415-436.

% H.Tschersich, pp.2757-2758.
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a norm that gives the right to the insurer to subrogate the insured’s rights against
the person responsible for the occurrence. Thus, the hybrid nature of this insurance
would be recognized, which would enable insurers to develop different packages of
voluntary health insurance. Finally, to complete the story, the legislator should pro
futuro adopt the lex specialis on voluntary health insurance. This would create the
conditions for the highest level of development of this type of insurance.

VI. Attractiveness of Supplementary Health Insurance

1. Supplementary Health Insurance - Supplement to Compulsory
Health Insurance

According to the generally accepted definition in comparative law, sup-
plementary health insurance provides cover of healthcare costs from compulsory
health insurance in the part of the out-of-pocket costs, i.e. in the part of healthcare
services where insured persons are obliged to participate in the healthcare costs, i.e.
in the price of medicines.®” It covers costs up to the full cost of healthcare from the
compulsory health insurance in cases where the RFHI does not ensure payment of
healthcare services in full.® Supplementary health insurance is added to compulsory
health insurance, which is still the main health insurance in our region.®® Therefore,
healthcare is based on a model borrowed from the socialist period. However, due to
a prominent aging of the population and the financial pressure on the compulsory
insurance system, with regard to a part of the healthcare services, there is an insured’s
obligation to participate in the costs.

Reducing the costs of compulsory health insurance was one of the ways
to solve problems occurring in the same or similar form in most countries, which
led to a reduction in the scope of healthcare services covered by this type of social
protection and the transfer of a part of the services to the insureds themselves.”®
Since the aging of the population is extremely pronounced in many countries today
and the risk of illnesses increases with age, it is not surprising that more and more
attention is being paid to private (voluntary) health insurance.”’ Persons who wish to
invest in a timely manner in a product that will enable them to cover medical costs

57 Healthcare services creating out-of-pocket costs vary from state to state. Here we will single out as
reference - costs of specialist examinations, various tests, biotechnology, alternative medicine, medical
technical-technological aids (various prostheses), eyeglass frames, etc.

% L. Belani¢, p. 117.

% R. Roemer, ,Health Legislation as a Tool for Public Health and Health Policy”, International Digest of
Health Legislation, Vol. 49, No. 1, 1998, pp. 95-96.

79 N. Petrovi¢ Tomi¢, Pravo osiguranja, Sistem, p. 708.

"' G.Pinet,,Health Challenges of 21st Century: a legislative approach to health determinants’, International
Digest of Health Legislation, Vol. 49, No. 1, 1998, pp. 131-178.
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and medical treatments in general, as well as lost earnings, will buy voluntary health
insurance. The latest findings in medicine, discoveries of new drugs, treatment pro-
cedures, etc. have a crucial effect on a person’s decision. Owing to today’s dynamics
of medical development, many illnesses are no longer incurable, and after terrible
traffic accidents and accidents in general, the injured manage not only to survive,
but also to be cured. In described circumstances, a health-literate person tries to
take care of own future and opts for voluntary health insurance in a timely manner.

This is where supplementary health insurance becomes an importnant fac-
tor. The cover it provides is functionally linked to the main health insurance, which
is still compulsory in our country and is the part of the social protection package.”?
Supplementary private insurance in this sense is really a financial supplement to
compulsory insurance and directly depends on what is stipulated by the regulatory
framework. In other words, by defining rights from health insurance that can be
used with adequate out-of-pocket costs, the legislator leaves the option for private
insurers to position themselves in that segment of healthcare. Thus, they ensure
the entry of fresh capital. This type of voluntary health insurance differs from com-
plementary insurance in its accessory character. Its existence assumes some kind
of the main health insurance system (usually the state!), which in terms of a part of
the healthcare services requires the insured’s participation in costs. Since it comple-
ments compulsory insurance in only one segment, the possibilities of developing
this type of cover are limited and directed only to the group of compulsory health
insurance users who have an interest in managing the risk of out-of-pocket costs. It
unequivocally means that the group of persons who may be interested in this type
of voluntary health insurance is determined by the fact that they are not exempted
from paying out-of-pocket costs.” This makes this insurance a part of social protec-
tion, provided that it is designed adequately.

72\, Gotovec, Zdravstveno osiguranje — socijalni aspekti, doktorska disertacija, Pravni fakultet Sveucilista

u Zagrebu, Zagreb, 2010, pp. 211-212.

73 According to our law, healthcare in the full amount from the compulsory health insurance funds

without any out-of-pocket costs is provided to:

1) disabled war veterans, disabled military persons in peacetime and war-disabled civilians;

2) the blind and permanently disabled persons as well as persons receiving pecuniary benefits for assi-
stance and care by other person, in accordance with the law;

3) volunary blood donors who gave blood ten or more times, except for medicines from the List of me-
dicines as well as for medical-technical devices and implants;

4) voluntary blood donors who gave blood less that ten times, within 12 months after each blood donation,
except for medicines from the List of medicines, as well as for medical-technical devices and implants.

5) living donors, except for medicines from the List of medicines, as well as for medical-technical devices
and implants;

6) tissue and cell donors, except for medicines from the List of medicines, as well as for medical-technical
devices and implants;

7) insureds under Article 16 Paragraph 1 and 3 of this law;
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In countries facing a sudden outflow of younger population and a si-
multaneous economic crisis, compulsory health insurance survives mostly owing
to the supplement provided by voluntary health insurance. Since out-of-pocket
costs fall hardest on people with lower income (including people after the end of
working life) the supplementary insurance enables them to replace out-of-pocket
costs when a health risk occurs by paying the supplementary insurance premium.’
Supplementary health insurance premium is in any case lower than out-of-pocket
costs borne by an individual, which vary depending on the type of health service.””
Without that option, it could happen that persons with above-average low income
at the occurrence of a health risk have to choose between poverty and not using
healthcare, which is against the goals of healthcare and the public interest in the
healthcare.”® In this sense, in order to create conditions for a sustainable healthcare
system, it is necessary to promote supplementary health insurance. It achieves the
important social function of protecting compulsory health insurance policyhold-
ers with lower income, for whom it is more favourable to invest in supplementary
health insurance than to bear the risk of disproportionately large out-of-pocket
costs. Reducing the amount of out-of-pocket healthcare costs should be considered
a goal of general interest. Sustainable development in the healthcare requires a
comprehensive reform that will adequately implement various modalities of voluntary
health insurance.”

2. Scope of Coverage

What is the subject of supplementary health insurance? Supplementary
health insurance enables cover of the difference, i.e. out-of-pocket healthcare costs

8) members of the insured’s nuclear family under Article 16 Paragraph 1 Item 7)-9) and 11) and Paragraph
3 of this law.

¢ Although supplementary health insurance is not compulsory, for persons most affected by out-of-pocket

costs, this insurance is to some extent compulsory, since it is the only way to manage out-of-pocket costs.

It is precisely this situation that influences the legislator to limit the insurer’s freedom of contracting in

order to exempt supplementary health insurance from the application of purely market conditions. The

limitation is reflected, for example, in the insurer’s obligation to conclude a contract with each compulsory

health insurance policyholder according to conditions that are not solely the result of an individual risk

assessment, but an appropriate risk optimization is applied within the risk community.

> Insurance is based on the community of risks and one of the basic rules is that the burden affecting

the individual in the form of an insurance premium is lesser if the community of risks is greater. It is

therefore more favourable for healthcare users to invest in this type of health security than to retain the

risk of out-of-pocket costs.

76 V. Gotovac, article, 49.

7 Even if supplementary health insurance is promoted and becomes popular, it is not realistic to expect

greater financial effects. Its purpose is not to collect profit, but to financially strengthen the public he-

althcare system, as well as to enable investments in it.
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borne by the insured regarding certain healthcare services.”® A person who con-
tracts supplementary health insurance covers financial losses caused by healthcare
costs incurred as a result of out-of-pocket costs.” It is a cover of partially covered
healthcare provided within the system of compulsory healthcare.® By contracting
a supplementary health insurance, partially covered healthcare services are includ-
ed in their entirety or up to the amount that definitely exceeds the one covered by
compulsory insurance.®' These out-of-pocket costs can be a fixed amount (something
like an administrative fee) or a percentage share in healthcare costs, and in some
systems a deductible is also used, so that the insured participates in healthcare costs
up to a certain amount. Theoretically, all insured persons of compulsory insurance
have an interest in concluding supplementary health insurance, but this interest is
most pronounced among persons with modest or moderate incomes.?? This insur-
ance enables them to manage the risk of out-of-pocket costs, which can take on even
greater proportions, depending on the type of healthcare service. In addition to the
benefits for individuals, supplementary health insurance allows the redirection of
healthcare costs to the private sector.®®

We emphasize — supplementary health insurance is complementary to com-
pulsory health insurance. It provides cover for healthcare services that continue to
be provided within the public healthcare system. Therefore, insured risks and insured
events match. Itis a private insurance that owes its existence to gaps and limitations
of social insurance. This means that knowledge of the legal framework of compulsory
health insurance is necessary in order to design a national type of supplementary health
insurance. The shortcomings of public healthcare are such that insured persons do not
have protection for certain healthcare services or have it with the obligation to bear
a part of the healthcare costs. In the first case, there is room for the development of
voluntary, and in the second case, supplementary health insurance.

Article 131 of the LHC specifies situations and maximum amount out-of-
pocket costs that are charged. Insured persons are provided with healthcare services:

78 ). C. Langenbrunner, ,Supplemental Health Insurance: Did Croatia Miss an Opportunity?*, Croatian
Medical Journal,Vol. 43, No. 4, 2002, p. 404.

7 Itis the risk of out-of-pocket healthcare costs.

8 This insurance was introduced in Slovenia in 1993 to cover out-of-pocket costs for compulsory health
insurance and it is estimated that over three decades the following result was achieved: it is bought
by about 73 percent of the population and it covers about half of private expenses. V.: P. Calcoen, W. P.
Van de Ven,,Voluntary Additional Health Insurance in the European Union: Free Market or Regulation?”,
European Journal of Health Law, Vol. 25 (4), 2017, pp. 591-613.

8 S.Thomson, A. Sagan, E. Mossialos, ,Why Private Health Insurance?”, S. Thomson et all (ed.), Private
Health Insurance - History, Politics and Performance, Cambridge University Press, Cambridge, 2020, p. 3.
82 P, Martin, M. Del Sol, ,The Uncertain and Differentiated Impact of EU Law on National (Private) Health
Insurance Regulations”, C. Benoit et all (ed.), Private Health Insurance and European Union, Palgrave Mac-
millan, Cham, 2021, p. 118.

8 T. Alberth, M. Kuhar, V. P. Rupel,,Complementary health insurance in Slovenia’, Health Insurance, p. 2022.
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1) Entirely at the expense of compulsory health insurance funds - (1)
prevention and early detection of diseases, (2) medical examinations and treatment
related to family planning, pregnancy, childbirth and the postpartum period, including
termination of pregnancy for medical reasons, (3) medical examinations, treatment
and medical rehabilitation in case of illnesses and injuries of children, pupils and
students until the end of the prescribed education, and at the latest until the age of
26, i.e. elderly persons who are severely physically or mentally disabled, (4) medical
examinations and treatment of diseases of the mouth and teeth in persons referred
to in Article 63 Item 1), 10) and 11) of this law, as well as examinations and treat-
ment diseases of the mouth and teeth related to pregnancy and 12 months after a
childbirth, (5) medical examinations and treatment related to infectious diseases for
which the law provides measures to prevent their spreading, (6) medical examina-
tions and treatment for malignant diseases, diabetes, psychosis, epilepsy, multiple
sclerosis, progressive neuromuscular diseases, cerebral palsy, paraplegia, tetraplegia,
permanent chronic renal insufficiency in which dialysis or kidney transplantation is
indicated, systemic autoimmune diseases, rheumatic diseases and their complica-
tions and rare diseases, (7) palliative care, (8) medical examinations and treatment
in connection with the taking, giving and exchange of organs, cells and tissues for
transplantation from insured persons and other persons to provide the healthcare
of insured persons, (9) medical examinations, treatment and rehabilitation due to
occupational diseases and injuries at work, (10) emergency medical and dental aid,
as well as emergency medical transport, (11) medical means related to the treatment
of diseases and injuries from this point;

2) at the amount of at least 95% of the price of the healthcare service
from the compulsory health insurance funds for (1) intensive care in a stationary
healthcare institution, (2) surgical procedures performed in the operating room,
including implants for the most complex and the most expensive healthcare ser-
vices, (3) the most complex laboratory, X-ray and other diagnostic and therapeutic
procedures (MRI, scanner, nuclear medicine, etc.);

3) at the amount of at least 80% of the price of the healthcare service
from the compulsory health insurance funds for (1) medical examinations and
treatment by a selected physician and a specialist physician, (2) laboratory, X-ray
and other diagnostic and therapeutic procedures not included under paragraph 1
item 2) sub-item (3) of this article, (3) home care, (4) dental examinations and treat-
ment related to injury to teeth and facial bones, as well as dental examinations and
dental treatment before heart surgery and organ, cell and tissue transplantations,
(5) treatment of caries complications in children, pupils and students until the end
of the prescribed education, and at the latest until the age of 26, dental extraction
as a result of caries, as well as manufacture of mobile orthodontic apparatuses, (6)
inpatient treatment and rehabilitation in an inpatient healthcare facility, (7) medical
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examinations and treatment in a day hospital, including surgical procedures outside
the operating room, (8) medical rehabilitation in outpatient facilities, (9) medical
means not included under paragraph 1 item 1) sub-item (11) of this article;

4) at the amount of at least 65% of the price of the healthcare service
from the compulsory health insurance funds for (1) total and partial acrylic
prosthesis for persons over the age of 65; (2) eye and hearing aids for adults, (3)
gender changing for medical reasons, (4) non-emergency medical transport, (5)
treatment of an illness whose early detection is the subject of a targeted preventive
examination, i.e. screening, according to appropriate national programmes, if the
insured person did not respond to a single call within one call cycle, nor did he/
she justify his/her absence, and the illness was diagnosed in the period until the
next call cycle.

Healthcare services provided as a right from compulsory health insurance
in accordance with paragraph 1 of this article, and for which the RFHI does not make
payment based on the price of the healthcare service, but calculates and pays the
costs in a different way (after the visit of the insured person to a healthcare worker,
diagnostically related groups of healthcare services, programmes, sick days, etc.),
insured persons are guaranteed the right to healthcare at the expense of compulsory
health insurance funds in the percentages prescribed in paragraph 1 of this article.

As an exception to paragraph 1 item 1) sub-item (4) of this law, in order to
exercise the rights to dental healthcare from compulsory health insurance, a general
act from Article 133 of this law can determine the payment of out-of-pocket costs
if the insured person does not respond to the call of the selected physician for a
preventive examination, that is, if he/she does not exercise the right to preventive
dental services in accordance with this law, that is, with the republic programme of
dental healthcare adopted by the Government in accordance with the law.

Healthcare services paid by diagnostically related groups are provided to
insured persons at the expense of compulsory health insurance funds at the amount
of at least 95% of the price of a diagnostically related group, in accordance with the
regulation from Article 133 of this law.

The Minister, upon the proposal of the RFHI, for each calendar year regulates
the content and scope of rights to healthcare from the compulsory health insurance
under Article 131 of this law for certain types of healthcare services and certain types
of ilinesses and injuries, the percentage of the price of the healthcare service, i.e. the
price of diagnostically related group from the compulsory health insurance funds,
as well as the percentage of the insured person’s payment up to the full amount of
the price of the healthcare service, i.e. the price of a diagnostically related group.

In the regulation from paragraph 1 of this article, the minister determines
the highest annual amount, i.e. the highest amount for a specific type of healthcare
service, i.e. diagnostically related group that the insured person pays from own funds,
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taking into account that such amount does not prevent the insured person from
using healthcare, that is, it prevents the insured person to successfully use healthcare.

Monetary amount up to the full amount from Article 131 paragraph 1 item
2)-4) and paragraph 2 of this law, as well as the monetary amount from Article 132
of this law (hereinafter out-of-pocket costs), is paid by the insured person who used
that healthcare service, i.e. medicine, unless otherwise specified by this law, i.e. legal
entity providing voluntary health insurance to an insured person is in charge of paying.

The regulation from Article 133 of this law can determine that out-of-pocket
costs are paid in a fixed amount, provided that the fixed amount must not be higher
than the percentage amount determined in accordance with this law.

The regulation from Article 133 of this law defines the manner and condi-
tions for charging out-of-pocket costs, as well as the return of funds paid above the
highest annual amount, that is, the highest out-of-pocket costs for a certain type
of healthcare service.

Itis prohibited for the healthcare provider to charge different out-of-pocket
costs for the provided healthcare services included in compulsory health insurance
than those prescribed in accordance with Articles 131-133 of this law, as well as to
charge out-of-pocket costs to the insured person who paid the highest annual out-
of-pocket costs or the highest out-of-pocket costs for a certain type of healthcare
service.

The insured person can use own funds or voluntary health insurance funds
to exercise the right to a greater content, scope and standard of services from Arti-
cle 131 of this law, which are provided from compulsory health insurance funds in
accordance with this law and regulations adopted for the implementation of this
law, by paying the difference between the price determined in accordance with
this law and regulations adopted for the implementation of this law and the price
of the healthcare service provided to the insured person, which is determined by
the pricelist of the healthcare service provider.

Detailed conditions and method of obtaining the additional payment from
paragraph 5 of this article are prescribed by the regulation from article 124 of this law.

Healthcare service provider is obliged to issue an invoice for charged out-
of-pocket costs to the insured person.

The invoice form referred to in paragraph 1 of this article shall be regulated
by the minister with the regulation referred to in article 133 of this law.

The insured person is obliged to keep all out-of-pocket costs’ invoices
charged in one calendar year, which serve as evidence in the procedure for deter-
mining the right to refund of funds paid above the highest annual amount, i.e. the
highest out-of-pocket costs for a certain type of healthcare service, as well as other
invoices for healthcare services in order to exercise rights from voluntary health
insurance.
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3. Forecast of the Direction of Development of Supplementary
Health Insurance in the Republic of Serbia

When considering possible directions for development of supplementary
health insurance in Serbia, the emphasis should be on a sustainable development of
healthcare. When sustainable development of healthcare is set as a target, it is clear
that the solution lies in a combined public-private partnership between the state and
insurers. In other words, it is necessary to establish a cooperation between compul-
sory and private health insurance, linking state and private healthcare institutions,
increasing health literacy of the population, and promoting various voluntary health
insurance packages.®

Voluntary health insurance in many countries is one of the modalities of
financing the healthcare system. By providing protection against high treatment
costs, especially people with lower income are enabled to use healthcare when the
alternative would be to give it up due to high costs. This contributes to the exercise of
the right to healthcare as one of the elementary rights. In order to reach the desired
share of voluntary, and especially supplementary health insurance in the portfolio of
the domestic insurance market, it is crucial to conduct a campaign aimed at increas-
ing the health literacy of the population. Health literacy of the population is crucial for
the sustainability of health insurance. The World Health Organization defines health
literacy as an individual’s knowledge and ability to understand and apply health
information in order to make health-related decisions and thereby influence the
maintenance and/or improvement of health throughout life. People who are health
literate are more likely to acknowledge the benefits of voluntary health insurance.
Assuming that the campaign related to this insurance was soundly implemented.

VII. Conclusion on Perspectives of Voluntary Health Insurance
in Serbia

The right to healthcare, which is one of the elementary human rights, is
exercised in most countries through the state, public healthcare system. During the
20" century, and even more in the 21, states faced enormous pressure on the state
healthcare fund, which is why the idea of a private, premium health insurance was
developed. Voluntary health insurance has a significant role in enabling adaptation
of the compulsory health insurance system to the rules of the game, which is char-
acterized by the ageing of the population, the outflow of younger population, and
the impact of inflation and the devaluation of money in general. It should enable

84 ). Kocovi¢, T. Rakonjac Anti¢, V. Raji¢, ,Dobrovoljno zdravstveno osiguranje kao dopuna obaveznom
zdravstvenom osiguranju u Srbiji’, Ekonomske teme, Vol. 51(3), 2013, pp. 541-560.
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a wider range of people to use healthcare services in private healthcare institutions,
which would significantly relieve the state health insurance fund. This would create
conditions for an equal load on the state and private healthcare systems, which is a
conditio sine qua non of a sustainable healthcare.

Voluntary health insurance in the Serbian law has not been precisely reg-
ulated for decades. Such situation resulted in, on one hand, insufficient regulatory
framework that is supplemented by insurance terms and conditions, while, on the
other hand, consumers are not guaranteed the same level of protection as in other
insurance types. Insurers use the legal vacuum in order to regulate all contractual
relations of this insurance. This often leads to introduction of clauses that presume
the nature of the insurer’s obligation, regardless of what is included in the cover in
the specific case and how it was contracted. To understand the legal nature of vol-
untary health insurance, it is crucial that it is a hybrid type of insurance. The insurer’s
obligation should depend solely on what is contracted.

Therefore, it is necessary to modernize our regulatory framework as soon
as possible and make it compatible with modern legal insurance systems. Adoption
of the Law on Insurance Contracts will contribute to this, which would - explicitly
or implicitly — introduce the division into an indemnity and a fixed-sum insurance.
What we currently have — the LHC - is only to an extent a step forward in terms of
regulation of voluntary health insurance. We only welcome the adoption of the law
regulating the matter of health insurance. However, according to many solutions,
the said law was modelled after the Regulation, which we cannot consider a good
starting point. Therefore, it remains to work on the last stage in development of
voluntary health insurance in the future, which is the adoption of lex specialis regu-
lations, which would legally separate voluntary health insurance from compulsory
health insurance.

Voluntary and supplementary health insurance - if a favourable regulatory
framework is created — have the potential to complete the compulsory health in-
surance system. The social protection system in terms of healthcare can and must
be based on the principle of sustainability. Sustainable healthcare is not possible in
the 215 century if private insurers are not included. They should be given a share,
and the legislator’s task is not to introduce irrational limitations regarding the scope
of cover. We consider the role of supplementary health insurance to be particularly
significant, from the point of view of healthcare users for whom the risk of out-of-
pocket costs is unacceptable and from whom the user is protected by concluding
this insurance. It has an important social function, since owing to this insurance,
compulsory health insurance policyholders obtain healthcare when out-of-pocket
costs could make it unaffordable for people with low income.

We believe that private insurers have a significant role in the improvement
of healthcare, which also results from the Law on Healthcare as an obligation of all
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companies. Insurers are in a position that allows them to make a contribution in
this regard, whether they are partners or competitors of the RFHI. It will actually
depend on the type of services they offer. By offering preventive services from the
primary healthcare (annual medical examinations, additional payments for a larger
scope and standard of services of the selected doctor, etc.), insurers enter into a
partnership with the RFHI, which ultimately creates a fertile ground for investments
in the secondary and tertiary segments of healthcare. On the contrary, by offering
insurance to persons who are not included in compulsory health insurance, insurers
become competitors of the RFHI.®

Sustainable development of the healthcare system and social benefits in
general requires a comprehensive reform, with voluntary health insurance as an
indispensable segment. We have written about complementary health insurance
several times, but in this paper the focus is on supplementary health insurance which
we assess as a service that is quite unused in our circumstances. The state healthcare
system imposes compulsory health insurance, while voluntary health insurance is
legally regulated for the first time in 2019. While voluntary health insurance has been
accepted, supplementary health insurance has yet to be promoted. Its potential is
greater if we know that out-of-pocket costs are increasing, while under the influence
of the economic crisis a greater number of people are facing poverty. Sustainable
development in the healthcare system will require promotion of supplementary
health insurance so that insurance premiums are used to cover the expenses of the
state insurer, and in future also to invest in it.

We concluded that supplementary voluntary health insurance was the best
way to help citizens reduce expenses/costs incurred when using healthcare services
that include out-of-pocket costs. Instead of paying out of pocket, service users can
invest in an insurance package that will facilitate exercise of the right to healthcare.
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