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Abstract

Insurance is an activity with a long-established tradition in Serbia that goes
as far back as Dusan’s Code. The author attempts to establish the developmental path
that insurance has taken from the first communities of risk to insurance companies, as
institutional investors that play a significant role in modern economy. Special attention
is paid to the shift to the market mechanism and the transition that meant the esta-
blishment of the insurance sector as highly regulated and, above all, profitable. The
paper does not leave out the role of the Association of Serbian Insurers, as an umbrella
organization that has significantly contributed to the promotion and protection of the
interests of the insurance industry. In the conclusion, proposals are made as to how
the market should develop pro futuro, with an emphasis on the fact that insurance is
a growing industry that makes an important part of sustainable development.
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I. Development of insurance in Serbia until the adoption
of the Insurance Law of 2004

1. Developmental path of insurance until the Second World War:
from a game of chance to gradual regulation

In difference from the modern age, which is linked to the development of
insurance as an activity that provides protection against risks and is characterized
by regulation on all levels, before the end of the 18th i.e. the beginning of the 19th
century, we cannot talk about insurance in the true sense of the word, nor about
insurance companies. Modern insurance, which is science-based and thoroughly
regulated, as well as managed by licensed and qualified persons, belongs to the se-
cond half of the 19th century.? In order to get to that form of organization, insurance
went through a specific developmental path, which we will discuss in this paper. We
will focus only on the history of insurance companies in our region, which does not
necessarily mean the territory of Serbia, but also the territories that were connected
to Serbia anywise. Two patterns that we have observed while researching into the
development of the insurance sector, and especially insurance companies, concern
historical circumstances and the socio-political context.

Insurance, as an activity based on the community of risk, records the be-
ginnings of its development in Serbia as early as the Middle Ages. Namely, the first
indications of what we will later call compulsory insurance can be found in Dusan’s
Code from 1349. Although the Code does not mention the word insurance verba-
tim, it establishes collective responsibility for the compensation of loss, that is, the
transition from tribal and village communities of risk to the first risk communities.
However, insurance, like most economic activities, could not develop in the true
sense until the end of the 19th century.?

2 In more detail about the history of insurance: Z. Petrovi¢, V. Colovi¢, D. KneZevi¢, Istorija osiguranja u
Srbiji, Crnoj Gori i Jugoslaviji do 1941. godine, Belgrade, 2013.

3 “The idea of insurance - which was developed as early as in the Ancient World - is to create a community
of risk, comprised of all individuals jeopardized by the same hazard, to enable the distribution of risk
among all members. The community of risk, therefore, rests on the idea of reciprocity and solidarity. But
the real life of the community of risk and the emergence of insurance is connected to the emergence of
the calculus of probabilities and the law of large numbers. The law of large numbers is based on the esta-
blishment of certain regularities in the occurrence of certain events. This is possible based on statistical
data on a large number of cases. The key is to be able to identify regularities in repetition. The greater
the number of observed cases, the greater the regularity in the occurrence of an event, and the smaller the
deviation. If an event is observed individually, it is a case; where a large number of cases is observed,
particular regularities, that is, patterns (a pattern occurs in a mass of cases!) follow. Practice has shown
that insurers can rely more on the application of the law of large numbers if the number of observed cases
is greater. Therefore, by applying the law of large numbers, the average value of the observed quantity
is determined. For insurers, owing to the application of the law of large numbers, running the insurance
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One of the first laws important for the insurance industry in Serbia was
the Serbian Civil Code, the adoption of which was initiated by Prince Milos Obre-
novic in 1829. The Code was adopted only 15 years later, more precisely in 1844
during the rule of Prince Aleksandar Karadordevi¢, and was written on the model
of the Austrian Civil Code from 1811. The Serbian Civil Code mentions insurance
in two articles (Articles 798 and 799). What makes them worth mentioning is their
importance for the insurance in modern conditions too. Namely, the Serbian Civil
Code regulates the principle of the influence of the insured’s fault on the caused dama-
ge, which is one of the basic principles of insurance law.* Considering its role in the
moralization of insurance and its wider social acceptance, the Serbian Civil Code
is an indispensable source in the history of insurance. The second article regulates
the consequences of insurance of an already occurred risk, which is also one of the
most important rules of insurance.

Almost half a century later, in 1892, the Law on Insurance Companies was
passed, which regulated solely the operations of foreign insurance companies that
were in fact the only insurance companies in our region,® and later, in 1898, the Law
on Joint Stock Companies was passed, which regulated the operations of domestic
insurance companies.®

At that time, the Serbian language did not have the word for insurance,
so the term of Italian origin ASIKURACIJA was used, while the agents of insurance
companies were called ASIKURANTI.

The first insurance in Belgrade was concluded in 1839 by a certain Lazar
Zuban, a judge of the Court of Appeal. It was recorded that after only a few days
his house burned down in a fire and that he collected compensation of 175 thalers
from the insurance company “Assicurazioni Generali”’

business has become much simpler. The probability of the occurrence of an event is defined as the ratio
between the number of favorable outcomes and the total number of outcomes regarding its realization.
By applying the calculus of probabilities, the degree of probability of the occurrence of a certain hazard,
that is, the insured risk, is determined. Along with the law of large numbers, the calculus of probabilities
is the scientific basis of the technical organization of insurance. For the greater credibility of the results of
the application of the calculus of probabilities, the insurance portfolio needs to be as large as possible.”
V.: N. Petrovic¢ Tomi¢, Pravo osiguranja, Sistem, Volume One, Official Gazette, Belgrade, 2019, pp. 74-75.

“ Predrag Suleji¢, Pravo osiguranja, Peto izmenjeno i dopunjeno izdanje, Faculty of Law, University of
Belgrade, Belgrade, 2005, p. 34.

® This is probably one of the reasons why there was significant influence on insurance, and particularly on
reinsurance, from abroad. Also V. Colovi¢, Osiguravajuca drustva, Zakonodavstvo Srbije, pravo EU, uporedno
pravo, The Institute for Comparative Law, Belgrade, 2010, p. 30.

® In the beginning, insurers considered insurance a source of profit and did not pay much attention to
the performance of insurance activities in the interest of the insured. It was to their advantage that there
was no regulation that would apply to insurance companies. This led to a large number of bankruptcies
and liquidations.

7 Vladimir Colovi¢, Osiguravajuca drustva, Zakonodavstvo Srbije, pravo EU, uporedno pravo, The Institute
for Comparative Law, Belgrade, 2010, p. 29.
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The first domestic insurance company “Belgrade Cooperative” was founded
in 1897, and its first president was Dorde Vajfert. It is interesting that already in the
first year of operation, that cooperative achieved notable results and issued 482 life
insurance and 858 fire insurance policies. The state supported that project and en-
trusted the first domestic insurance company with the insurance of all government
buildings for the period of 20 years. It was the first step in the emancipation of the
state when it comes to insurance.

In his work “Opinions on Insurance’, Cedomilj Mijatovi¢, Minister of Finance of
the Kingdom of Serbia, wrote something that seems extremely important even today:®

“Iwould like it to come, and | hope a fortunate time will come in the 20th cen-
tury, when every Serbian groom will gift his bride a document on their wedding day that
guarantees her livelihood in the event of his death, when every father will, on the day
his child is born, ensure that the child, when becomes of age, receives at least so much
capital as to buy tools for work, as well as a dowry for the girl, that every unmarried man
will consider it a dear and compelling duty to ensure that on the day of his death, at least
1.000 dinars are deposited to his municipality for charitable goals, a time when there
will be no house that is not insured against fire, no field, no vineyard, no orchard that is
not insured against loss from natural disasters, and when not only every office worker
but also every farmer and every artisan will be able to secure a pension for his wife and
children, and finally when every working man will secure his own upkeep in case of old
age or temporary incapacity, not as a gift or alms from the municipality or the state,
but as a result of his efforts and his fair contract with a domestic insurance institution.”

The third decade of the 21st century is slowly passing by, and we are still
waiting for this fortunate time to come.

During the Balkan wars, insurance companies extended their practice to the
so-called war risk, based on a special premium. The day after the beginning of the
First World War, a law was enacted that stipulated that the premium for war risks did
not have to be paid in advance. The companies were obliged to assume the war risk
for all insureds, and every insured who wanted his insurance to remain valid had to
make a statement about it in advance, within 15 days from the entry into force of the
law, with a promise to pay the premium later. The war premium would thus be paid
by the insureds who survive the war, which would help the insurance company to
pay the insured sums to the families of those who were killed in the war. After many
post-war disputes, the state passed a regulation obliging the companies to also pay
the insured sums to those who did not make a statement, and that precedent cost
the insurance companies dearly.

Before World War Il, there were 28 insurance companies in Yugoslavia. Two
thirds were branches of foreign insurance companies.

8 Available at: https://zivotnoosiguranje.co.rs/misljenja-o-osiguranju-19-vek-srbija/
Accessed on: 01.04.2024
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Up until World War II, insurance was like games of chance. Insurance in pre-
war Yugoslavia did not know for prevention and repression, so insurers did nothing
to prevent and mitigate loss. Only the fire contribution was required, and in such
circumstances, fictitious losses could not be avoided. Until 1937, there was no state
control of insurance as recognized by all legal systems today. Insurance, in fact, served
to distribute profits, i.e. dividends to shareholders, and not to protect the interests of
clients. This led to the acceptance of perilous business conducted by insufficiently
competent persons, which resulted in the bankruptcy of one of the largest Austrian com-
panies at the time, “Fenix”, which had the largest life insurance portfolio in Yugoslavia.’
In response to the great mistrust of insureds due to the downfall of “Phoenix’, the
Decree on Supervision of Insurance Companies was adopted, which came into force
in 1937. It laid the foundations of what is still a trait of the insurance system today:
state control, which related to the placement of the insurance companies’reserves,
the prohibition of property alienation and encumbrance, etc.™

2. Insurance after the Second World War - state interventionism

According to professor Suleji¢, the period after the Second World War in
Yugoslavia can be divided into five stages, which are suitable for analysis given
the fact that the field of insurance experienced significant changes caused by the
changes in the socio-political system." These are the following:

The system of centralized state insurance, valid from 1945 to 1961. Until the
end of the Second World War, the market of Yugoslavia was dominated by foreign
insurance companies, and on 1 March 1945, a decision was issued to merge all
confiscated insurance undertakings into the state insurance institute for insuran-
ce and reinsurance. During the same year, that institute was renamed the State
Institute for Insurance and Reinsurance (hereinafter: SIIR), after which all insurance
undertakings became state-owned. In 1947, the government passed the Decree
on the Organization and Operation of SIIR. SIIR falls within the jurisdiction of the
Ministry of Finance and becomes an exclusive insurer, a monopolist so to speak, for
the insurance against fire and other risks, all mandatory insurance business (except
social), an exclusive reinsurer for all insurance operations, and it also carried out the
activities of investment of long-term assets from its technical and other reserves into
government securities. Since there was no work for private insurers whose assets
were not confiscated on the basis of the Decree, SIIR became the only insurer and

° D. Mrksi¢, Z. Petrovi¢, K. Ivancevi¢, Pravo osiguranja, Business Academy, Novi Sad, 2006, p. 23.

10 p,Suleji¢, Pravo osiguranja, Peto izmenjeno i dopunjeno izdanje, Faculty of Law, University of Belgrade,
Belgrade, 2005, p. 35.

" P.Suleji¢, Pravo osiguranja, Peto izmenjeno i dopunjeno izdanje, Faculty of Law, University of Belgrade,
Belgrade, 2005, pp. 35-43.
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reinsurer in the country in 1947.'2 In that period, insurance was a public service with
a strictly centralized organization.

The system of decentralized communal insurance was in force from 1962 to
1967.The period of decentralization begins with the Law on Insurance Institutes
and Insurance Communities from 1962.' That is when the establishment of more
insurance institutes, i.e. insurance communities, began. They were usually established
for the territory of one or more municipalities and formed the Republic Insurance
Community, and these communities together formed the system of the Yugoslav
Community for Insurance and Reinsurance. The insurance institutes engaged in all
types of property and personal insurance in the territory of municipalities, while
insurance communities were reinsurers of the institutes. The idea was to achieve
a more rational use of the insurance capacity by decentralizing SIIR. However, that
goal was not achieved, because the decentralization was only of a cosmetic nature,
while essentially the unchanged system was kept.

The system of commercialized market insurance was in force from 1968 to
1974. During 1968, the reorganization of the insurance sector was carried out.
Insurance carriers are insurance institutes, which can be established by labor or-
ganizations, socio-political communities and citizens. Insurance institutes were
economic organizations that carry out insurance as an activity of special social
interest.' They were conceived of as companies that have their own assets and are
independent. But since insurance was declared an activity of special social interest,
in addition to the self-management of the workers’ collective, there was also social
management in which the insureds and the founders of the institutes participated.”
The insurance functions are the collection of funds for the payment of indemnity in
case of occurrence and participation in taking preventive and repressive measures.
The institutes freely choose the reinsurers and are responsible for the performance
of the obligations assumed under the insurance. The Basic Law on Insurance and
Insurance Organizations from 1967 also envisaged the possibility of founding eco-
nomic organizations that carry out only brokerage, agency, loss assessment and
other insurance-related services.'

Although many objections can be made as regards the system of insuran-
ce institutes, from today’s point of view, that system has brought several changes,
which can rightly be said to be reformatory. In short, insurance then for the first time

12 v, Colovi¢, Osiguravajuca drustva, Zakonodavstvo Srbije, pravo EU, uporedno pravo, p. 31.

3 Official Gazette of SFRY, no. 27/61.

4V, Colovi¢, Osiguravajuca drustva, Zakonodavstvo Srbije, pravo EU, uporedno pravo, p. 32.

s P, Suleji¢, Pravo osiguranja, Peto izmenjeno i dopunjeno izdanje, Faculty of Law, University of Belgrade,
Belgrade, 2005, p. 37.

'® It is important to note that the consolidation of the insurance sector was also carried out, given the
fact that instead of 128 insurance institutes, as there were in 1967, 11 institutes were formed at the end
of the same year.
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begins to function according to the principles of the market mechanism, territorial
monopolies are abolished and the principle of voluntary insurance is adopted, except
in cases prescribed by law. That system was exposed to criticism as early as 1971,
during the period of constitutional amendments. The insurance system based on the
principles of the 1974 Constitution is characterized by the following: risk communiti-
es are formed as a new form of organization based on the principles of associated
labor and agreement economy; the function of loss compensation and prevention
are equated under the Constitution and the law; mutual relations are regulated by
self-management agreements; etc.

With the Law on Fundamentals of the System of Property and Personal
Insurance from 1990, the previous communities are transformed into new financial
organizations that have the character of a market economy entity."” It could be
said that this is when the market insurance system began, since the foundations of
market operations were laid. But truth be told, that was only the beginning of the
market-based economy model that would be introduced under the Insurance Law
of 2004.®

To conclude: after the dissolution of the SFRY, all republics introduced
market-based economy systems. During the 1990s, their economic growth and
development differed to a great extent depending on whether there were war
operations on their territories or not. For Serbia, that time was extremely complex
and difficult, marked by UN economic sanctions from 1992 to 1996, hyperinflation,
NATO bombing in 1999, an unsuccessful and fundamentally wrong concept of tran-
sition, factors that left long-term negative consequences on the country’s economic
development and living standards of citizens.

Social capital and self-management were the peculiarity and basis of the
economic environment and business activity in SFRY. Social capital did not have a
clearly defined titleholder, which had a negative impact on productivity, efficiency
and economy, and therefore on competitiveness in relation to companies with other
form of ownership. Already at the end of the 1980s, the ownership transformation
of social capital into private, that is, state capital, began. It was carried out by the
implementation of various laws with more or less successful final result. Until 2021,
social capital still existed in certain insurance companies, which comprised a signi-
ficant part of the insurance market in Serbia. Thus, the share of social capital in the
structure of the total capital in “Dunav Insurance Company” was 51,86%, in “Dunav
Re”4,58%, and in “Triglav osiguranje” a.d.o. Belgrade 0,12%.

The possession of inherited social capital in the structure of total capital
made it difficult for insurance companies to operate and placed them in an unequal

7" Official Gazette of SFRY, no. 17/90, 82/90 and Official Gazette of FRY, pp. 31/93 and 24/94.
'8 Official Gazette of RS, no. 55/2004, 70/2004, 61/2005, 85/2005 - other law, 101/2007, 63/2009 - Decision
of the Constitutional Court, 107/2009, 99/2011, 119/2012, 116/2013 and 139/2014.
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position in relation to direct competitors, but also to other participants in the financial
market. The aforementioned situation influenced the Government of the Republic
of Serbia to adopt the Law on Amendments to the Insurance Law late in April 2021.
The said law succeeded to reconcile various provisions of previous laws that dealt
with the issue of social capital in insurance companies, as well as the interests of
insurance companies, the state and the employees. Namely, it envisaged a change in
the ownership rights in the social capital by transferring 70% of the social capital to
the Republic of Serbia, up to 25% of the social capital is transferred to the employees
with no compensation (so-called free shares), while at least 5% of the social capital
is transferred to the Shareholders Fund.

By implementing the law, the mentioned insurance companies finally have
a clean capital structure, which enables them to continue operating in a modern
corporate environment, while the employees received free shares, which they could
immediately dispose of.

Il. Regulation and stabilization of insurance sector

Major changes in the insurance sector are brought about by adoption of
the Insurance Law of 2004, which creates the conditions for the development of the
insurance market in the true sense of the word, and the supervision is entrusted to
the National Bank of Serbia.” The same is the case under the applicable Insurance
Law.? It is emphasized that the supervision is performed to protect the interests of
the insureds and other insurance beneficiaries.?! This is a modern tendency, as the
protection of the weaker party to the insurance contract can be notably improved
if it is set as the goal of the supervision.??

The NBS finds a situation in the insurance sector characterized by: the ab-
sence of good practice in business, adequate management, safety of investment of
insurance funds for the purpose of settling the obligations towards insureds and
third parties, absence of transparency of work, of regular reporting, incompleteness
of business books, hence the unreliability of the presented data, transfer of insu-
rance funds to associated companies, unduly settlement of obligations towards
insureds and third parties, double issuance of policies, wrongly set business goals of

At the time of the adoption of that law, and in particular during the public discussion, the proponents
emphasized the transfer of supervisory powers from the Ministry of Finance to the NBS as one of the most
significant novelties. The key argument of the proponents was the unification of the supervisory function
over all financial institutions. According to their belief, the NBS is much more competent in supervising
the financial market. V.: N. Petrovi¢ Tomi¢, Pravo osiguranja, sistem, p. 225.

2 Official Gazette of the RS, no. 139/2014 and 44/2021.

21 R. Ayadi, C. O’Brian, The Future of Insurance Regulation and Supervision in EU, CEPS, 2006, p. 6.

2 |n more detail on the protection of the weaker party: M. Glinti¢,,Zastita prava slabije ugovorne strane
u skladu sa principima evropskog ugovornog prava osiguranja“, Strani pravni Zivot, no. 3/2020, pp. 57-73.
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insurance companies - instead of protecting the interests of insureds and insurance
beneficiaries, the goal was to protect the interests of owners, furthermore, a high
degree of illegality in business, a significant number of legal entities operating in
the insurance sector without a license to operate.?® Obligations towards the insureds
were funded from current inflows, which means that the premiums collected for
new policies served to settle obligations under previously issued policies, instead
of their safe investment.?* All this contributed to the complete loss of public trust
in this sector.

In order to achieve the set goal in the stated circumstances, the NBS directed
its activities in several directions:

- Stabilization of the insurance sector

- Restoring public trust in the insurance sector

- Creation of the basis for the development of the sector

- Creation and development of the supervisory function

- Continuous education of employees.

Based on the NBS report for 2004, the level of development of the insurance
sector in Serbia was significantly below the average of the European Union member
states. The share of the premium in the gross domestic product in Serbia that year
was below 2%, while in the 25 EU member states it was 8,3%, and in Eastern Euro-
pean countries it was approximately 3%. According to the premium per capita of
around 50 USD, Serbia ranked only 70th in the world. Switzerland ranked first with
5.716 USD, while Slovenia was 28th with 920 USD. According to the total premium,
in 2004 Serbia ranked 66th with 433.000.000 USD.

Alarge number of insolvent insurance companies was closed. Their number
decreased from 40 in 2004 to 19 in 2005. Let’s not forget that at the end of 1996,
there were 77 insurance companies and three reinsurance companies on our market.
Many of them lost their operating license in the period up to 2004.

In 2005, 19 insurance companies operated in the insurance market, 16 of which
were engaged only in insurance activities, two only in reinsurance activities, and one
carried on both insurance and reinsurance business. In 2005, the number of other par-
ticipants in the insurance market — brokers and agents - also recorded a drop by 50%.

In the premium structure in 2005, the share of non-life insurance was 90,5%,
while the share of life insurance accounted for only 9,5%. In the structure of non-life
insurance premiums, property insurance accounted for 33%, followed by motor third
party liability insurance with 31%.

% |n developed insurance markets the situation is completely different. V.: R. H. Jerry Il, Understanding
Insurance Law, Lexis Nexis, New York 2007, 1021; M. Curkovi¢, V. Mileti¢, Pravo osiguranja Europske eko-
nomske zajednice, Croatia osiguranje, Zagreb 1993, p. 29.

24 P, Suleji¢, Pravo osiguranja, Peto izmenjeno i dopunjeno izdanje, Faculty of Law in Belgrade, Belgrade,
2005, pp. 123-128.
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A significant indicator of the results of the activities undertaken to stabilize
and regulate the insurance market is the ratio of the increase in technical reserves to
the total premium. The increase in technical reserves of 99% (from 11,5 billion dinars
in 2004 to 22,8 billion dinars in 2005) is significantly higher than the increase in the
total premium of 53%, which suggests that companies have started to abandon the
bad practice of inadequate formation of technical reserves. In addition, the quality of
investment of technical reserves has improved in terms of less investment in real estate,
associated legal entities and securities that are not traded on the organized market.

Under the Insurance Law from 2014, which is still in force, better mecha-
nisms have been created for the protection of citizens, as well as all the necessary
prerequisites for the provision of modern insurance services.?* The Law provides for
proper informing of citizens prior to concluding a contract, as well as information
on who they should contact in order to exercise their rights under the concluded
insurance contract, on the manner and deadlines for submitting a claim for indem-
nity, cancellation of the contract, as well as on the ways to protect their rights with
the competent authorities.?® At the same time, new forms of technical reserves and
stricter methods for the calculation of existing forms of reserves were introduced,
doubling their amount in less than a decade. This provides a strong message to all
insurance service users that the paid premium will be purposefully used and kept.

A management system with four main functions - actuarial, risk manage-
ment, internal audit and internal control was introduced, so in addition to an inten-
sive external control, a protection and monitoring mechanism is implemented and
stimulated within the insurance company.”

A legal framework very similar to that in developed European countries was
created, which provided for a stimulating and stable environment for the construction
and further progress of the insurance sector.® Namely, the 2014 Law almost completely
took over the EU Directives integrated into the Solvency | regime, and even some parts
of the Solvency Il Directive, so that our system is in an intermediate stage, with the task
of all market participants to prepare for the full implementation of the Directive Sol-
vency |l (the deadline for its full application is the admission of our country to the EU).?°

% Narjess Boubakri, ,Corporate governance and issues from the insurance industry’, The Journal of Risk
and Insurance, 2011, Vol. 78, No. 3, p. 502.

2% |n more detail: N. Petrovi¢ Tomi¢, Zastita potrosaca usluga osiguranja, Analiza i predlog unapredenja
regulatornog okvira, Faculty of Law in Belgrade, Belgrade, 2015, pp. 141-201; A. Keglevi¢, Gradanskopravni
aspekti obveze obavjestavanja kod potrosackog ugovora o osiguranju, doctoral thesis, Faculty of Law of
University of Zagreb, Zagreb, 2012, p. 102.

27" In more detail: N. Petrovi¢ Tomi¢, Pravo osiguranja, Sistem, Volume I, Official Gazette, Belgrade 2019,
pp. 276-280; P. Marano, ,Nova nadzorna paradigma: kultura nosenja rizika i eticki kodeks", Pravo osiguranja,
uprava i transparenstnost — osnove pravne sigurnosti, Pali¢, 2015, pp. 171-175.

2 |, Tosi¢, ,Uticaj Direktive Solventnost Il na sektor osiguranja u Evropi’, Godisnjak Fakulteta pravnih nauka,
no.7/2017, pp. 301-313.

2 |n more detail about the Solvency Il Directive: M. Dreher, Trearies on Solvency I, Springer Vergal, Berlin,
2015, pp. 345-424.
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ll. Insurance market in 2022

On the basis of the NBS data, the level of development of the insurance sec-
tor in Serbia, despite continuous growth from year to year, is still significantly below
the average of the EU member states. According to the share of the premium in the
gross domestic product with approximately 2%, Serbia has not yet reached the level
of the EU member states, where that share is around 7%. The premium per capita
in Serbia in 2021 was 176 dollars, whereas in Slovenia it amounted to 1.047 dollars.

At the end of 2022, 20 insurance companies were operating in Serbia. Si-
xteen companies are engaged in insurance activities only, and four in reinsurance
activities only. Four companies are engaged only in life insurance, six only in non-life,
and six companies carry on both life and non-life business. Looking at the ownership
structure, out of 20 companies, 15 are majority foreign-owned.

In the premium structure in 2022, the share of non-life insurance was 78,6%,
while the share of life insurance decreased from 22,7% in 2021 to 21,4% in 2022 due
to the higher nominal growth of non-life insurance premium than the growth of life
insurance premium.

In the total portfolio structure, five types of non-life insurance participate with
66,8%: voluntary health insurance, motor insurance - casco, insurance of property aga-
inst fire and other perils, other property lines and motor third party liability insurance.

Motor third party liability insurance - MTPL in 2022 retains the leading share
in the total premium with 29,1%, followed by life insurance with 21,4% and property
lines with 19,9%. The share of voluntary health insurance rose from 5,8% in 2021 to
7,4% in 2022, which is the result of the growth of this premium of as much as 43,5%.

Comparative overview of insurance sector
2004/2005, 2015 and 2021/2022

Indicator 2004/2005 2015 2021/2022
Total premium 433 mil USD | 727 mil USD 1,3 bn USD
Premium per capita 50 USD 102 USD 179 USD
Non-life premium share in total premium 90,5% 76,1% 78,6%
Life premium share in total premium 9,5% 23,9% 21,4%
Number of insurance companies 19 24 20
Ownership structure - foreign 5 18 15
Ownership structure — domestic 14 6 5
Technical reserves 11,5bndin | 131,0bndin | 229,7 bndin
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IV. Role of the Association of Serbian Insurers in promoting
insurance industry

Insurance and reinsurance companies are gathered within a professional
association - Association of Serbian Insurers (hereinafter: the ASI). The main peculi-
arity of the ASl in relation to other business associations is reflected in the entrusted
public powers. Namely, in all or almost all legislations, a body is established - the
Guarantee Fund, for the purpose of securing the compensation for losses incurred
in traffic when, for certain reasons, the insurance coverage does not work.** The
obligation to establish the Guarantee Fund was introduced by the Second Directive
on Insurance against Civil Liability in respect of the Use of Motor Vehicles (Directive
84/5/EEQ), for the purpose of equal and better protection of victims of traffic acci-
dents.>' Our Law on Compulsory Traffic Insurance also contains provisions on the
Guarantee Fund.*? The Guarantee Fund has been under the jurisdiction of the ASI
since its establishment. It is a public authority that is inseparable from the activity
of insurance, and which is carried out in the best interest of the claimants.?®* The
cases when there is an obligation of the Fund in our law are: damage caused by an
uninsured vehicle, damage caused by an unknown vehicle and bankruptcy of the
insurer. The Guarantee Fund integrates the system of protection of the third-party
claimants in traffic and provides almost unconditional protection to all persons
who sustained damage caused by the use of the motor vehicle, which cannot be
compensated by insurance companies: unknown vehicles, uninsured vehicles and
vehicles insured by a company in bankruptcy. There is no difference in the criteria for
the loss compensation and the speed of settlement compared to insurance compa-
nies. In the event of losses caused by unknown vehicles, the loss is indemnified only
if there were personal injuries, due to numerous frauds with this right in the past.

Apart from the function of the Guarantee Fund, the ASI performs the fol-
lowing important tasks as well.

The function of the Green Card Bureau: The Association is a member of
the Green Card System in Brussels, which includes 50 mainly European countries.?*

30N, Petrovi¢ Tomi¢, Pravo osiguranja, Sistem, p. 583; M. Curkovi¢, ,Stete nanesene strancima u Jugoslaviji
od nepoznatih i neosiguranih motornih vozila“, Osiguranje i privreda, no. 5, 1979, pp. 49-52.

31 N. Petrovi¢ Tomi¢, Pravo osiguranja, Sistem, Volume I, pp. 610-611.

32 Official Gazette of the RS, no. 51/2009, 78/2011, 101/2011,93/2012 i 7/2013 - Decision of the Consti-
tutional Court.

3 N. Petrovi¢ Tomi¢, Osnovi prava osiguranja, Drugo, dopunjeno izdanje, Faculty of Law, University of
Belgrade, Belgrade, 2023, p. 256.

34 The green card system was created on the basis of principles established by Recommendation no. 5,
created in 1949 by a working group formed by the UN Economic Commission for Europe. The recommen-
dation was addressed to the governments of European countries, with the aim of influencing insurers to
conclude agreements with insurers of other countries. The Recommendation follows to goals. The first one

@) TOKOVI OSIGURANA 2/2024| 291



1. Sokovié: Importance of Insurance and Prospects of Development in Serbia

This system enables the circulation of vehicles within the borders of the system with
the recognition of domestic MTPL insurance policies, without the obligation to have
expensive border insurance. We remind you that since June 2011, the ASI has been
a signatory of the Multilateral Guarantee Agreement (MGA), i.e. a member of the
License Plates Subsystem within the Green Card System, which enables drivers of
vehicles normally stationed in Serbia to freely enter countries that are also signatories
to this Agreement, without green card control. With this, the citizens of Serbia are
completely equal to the EU citizens and several other countries that are signatories
to the Agreement, which means that already in 2011, with its proper operation, the
ASI met standards required for the access to the Agreement.

Owing to financial discipline in the settlement of losses caused by our ve-
hicles abroad, our country is a permanent member of the Green Card System and
even has its representative in the highest bodies of its administration. The System
includes two functions, processing, settlement and reimbursement of losses caused
by foreign vehicles in the territory of our country, i.e. payment of losses caused by
our vehicles abroad.

The function of the Information Center: collects data on MTPL insurance
policies as well as losses under this insurance, with two main goals: 1) creation of
relevant statistics for the formation of MTPL prices, which will be particularly useful
in the period of liberalization 2) management of bonus/malus system where at the
moment of policy issue, the company addresses the ASl and at any time receives feed-
back on the associated bonus/malus, enabling prompt policy issue with proper rating.

The function of promoting the insurance sector and protecting the in-
terests of insurers: the ASI carries out a coordinated approach of all insurers towards
the social community and the legislator, where the possibility of a unique influence
on the creation of a legislative environment of interest to insurers is particularly
highlighted. We particularly emphasize the role of the ASI in promoting socially
responsible business on the industry level and advocating for the improvement of
the protection of insurance service beneficiaries.

is the equation of foreign traffic accidents with domestic traffic accidents in terms of loss compensation.
The second goal is the protection of the owner or driver of a motor vehicle abroad. The basic principles of
the Recommendation are: 1) the insurers establish an organization called the bureau, which is responsible
for the functioning of the green card system and the performance of the insurer’s obligations; 2) the bureau
provides insurers with an insurance document - a green card, and they distribute it to their insureds; 3) the
document confirms liability insurance and provides the holder with the same coverage as he has in the
country of registration; 4) losses caused by the green card holder in the visited country are paid by the bureau
of that country, and then reimbursed by the bureau of the country that issued the green card. Starting from
the principles of the Recommendation, the representatives of the national bureaus of the member states
of the green card system drafted a standard agreement, on the basis of which the agreements between
the bureaus were concluded. The bilateral agreement concluded by the bureaus based on the standard
agreement is also called the London Agreement, because it was adopted at the General Assembly of the
Bureau Council held in London. In more detail: M. Curkovi¢, Ugovori o obveznom osiguranju u cestovhom
prometu, Savjet stru¢ne biblioteke ,Croatia” zajednica osiguranja imovine i osoba, Zagreb 1989, str. 100.
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The function of determining a uniform premium tariff and MTPL insu-
rance conditions: The role of the ASl is to determine the uniform minimum premium
and joint motor third party liability terms and conditions, and the NBS gives the
approval for them. This will be the case until the moment of market liberalization,
for which the deadline is admission to the EU.

V. Conclusion

Based on an insight into the historical development of insurance in this region
and knowledge of domestic market, it is possible to make assumptions about deve-
lopment tendencies. First, the insurance market is one of the fastest growing, given
its importance not only in realizing the protective role understood in classical terms,
but in general in “risk society’; as post-technological society is being more and more
called. The economic and health crisis that hit the whole world during the coronavirus
pandemic, as well as in the post-covid phase, followed by the energy crisis, which also
fueled inflationary pressure, showed that in the future more investment should be
made in risk protection mechanisms. In such circumstances, the insurance market is
expected to show readiness to take on the role of a global risk management leader.
Insurers are facing a serious challenge, since the risks involved are notably different
from those that they normally underwrite. Everything they already know about risks
and all the statistical machinery are powerless in the face of numerous risks of a global
character that need to be covered at a favorable price. Since experience, and even more
economic indicators, tell us that the capacities of the (re)insurance market are limited,
economically sustainable insurance will require a partnership with the state more often
than ever in the history of insurance. When it comes to the domestic insurance market,
the rate at which growth will be achieved depends primarily on changes in regulatory
framework, both in the status part (further implementation of the Solvency Il directive),
as well as in the supervisory part and the protection of service users.

Second, the capital of trust, without which the insurance industry cannot
survive, should be nurtured day by day by both legal and extralegal means. When
talking about the extralegal mechanisms of acquiring and maintaining social capital,
such as trust, it is necessary for the business operations in the insurance sector to be
based on the respect for the standards of business ethics and the principles of socially
responsible business. In other words, one should invest in fair and correct treatment
of insurance clients, on a daily basis. We emphasize that the NBS, in its capacity not
only as a supervisory body but also as a regulator in the insurance market, has a clear
position when it comes to improving operations in the insurance industry. From the
Guidelines adopted by the NBS after the adoption of the Insurance Law of 2014, it is
clear that it expects entities on the insurance market to develop good practice of fair
treatment of clients. After all, the supervisory function includes not only the control
of the legality of business, but also good customs and business ethics.
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A look at the historical development of insurance in our region suggests
that the insurance market is not immune to two factors that have caused a turbu-
lent business environment here. These are the socio-political environment and the
economic situation in the country. As regards the first factor, we have reached a
certain level of awareness of the importance of prevention and risk management.
Also, the legal framework no longer restricts insurers and reinsurers, as it used to be
the case, while the NBS, by performing its supervisory and regulatory function on the
insurance market, ensures financial discipline and protection of service users. What
remains is to work on raising the awareness of citizens, potential users of services,
about the usefulness of insurance as a necessary companion in all perilous situations.
A strategy that would lead to a greater presence of insurance is also of interest to the
ASI, which works on the promotion of the interests of the industry. The Association
can be expected to continue with the promotion of the insurance sector in order
for the users to start looking at insurance as an investment and not as an expense.

To conclude: before the adoption of detailed legislation, insurers saw in-
surance as a source of profit and did not pay much attention to the performance
of insurance activities in the interest of the insured. This led to a large number of
bankruptcies and liquidations. It was only in the nineteenth century that the deve-
lopment of insurance and reinsurance in the true sense of the word took place. This
particularly applies to Germany, whose companies joined together in order to take
over insurance operations that go beyond the borders of one country. Along with
that process, the first laws regulating the insurance contract were being adopted.
The appearance of the consumer insurance contract act is particularly significant,
adopting principles that can be said to have been retained even today, in a some-
what modified form. Until the adoption of those laws, especially in Germany and
France, only general contractual law was applied to the insurance contract, which
made users of insurance services easy prey for insurers.

Therefore, we agree with Professor Petrovi¢ Tomic that the historical deve-
lopment of insurance as an economic activity can be viewed as a civilizational phe-
nomenon, whose shaping was influenced by the need for security and protection.
As the changed living conditions at the end of the 19th and the beginning of the
20th century made many aspects of the life of the modern man risky, his demand
for insurance began to grow. A well-devised insurance system should emphasize the
need for protection against risk and offer customized insurance protection packages.
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