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Abstract

The paper presents the evolution of health insurance from its origins in the
19th century to the present day. It highlights the differences between compulsory
and voluntary health insurance, as well as the limitations of each model, the principles
of solidarity and mutuality in compulsory health insurance, and the advantages of
voluntary health insurance, which does not offer solidarity and mutuality but incurs
lower costs. The paper also details the growth of voluntary health insurance in Serbia,
which first appeared in 2005 and reached significant participation compared to the
non-life insurance sector by 2022. The dependency of voluntary health insurance on
the population’sincome and overall GDP is noted, as well as the connection between
the non-life insurance sector and the life insurance sector. Additionally, the paper
analyzes the participation of individual elements of voluntary health insurance in
total premiums, as well as the number of contracts and insured persons.
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l. Introduction
The origins of health insurance can be traced back to the late 19th century

when Germany enacted the Health Insurance Act to provide social and health se-
curity to certain segments of the population through the “sickness fund” principle.
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Over time, social protection, and consequently health protection, expanded across
Europe and the world, adopting regional specificities while maintaining the funda-
mental principle of universality for all citizens. Today, health insurance coverage in
European countries is nearly complete, with over 98% of the total population having
some form of health insurance. The dominant sources of health care financing in
Europe include employee health insurance contributions, private (voluntary) health
insurance, and direct payment for health services. The health system is still largely
funded by a centralized public financing system, which necessitates the development
of suitable health insurance models that can provide universal health care to every
individual. With the development of society, science, and health care, life expectancy
has increased, posing a “burden” for the health system, as the older population re-
quires more health care than the younger population, and medical procedures are
becoming more complex and expensive. Throughout the history of health insurance,
several models have developed, including the following:

- Bismarck model: based on employee contributions as insured persons, with
contributions proportional to earnings, and founded on the principles of
non-profitability and solidarity of funds, often referred to as “sickness funds”;

- Beveridge model: based on funding health care from the state budget
and rooted in solidarity and universality for all citizens, covering all types
of health care in both public and private health institutions;

- Semashko model: the state is responsible for organizing and financing
health care for all residents, excluding the possibility of private health
institutions;

— Market model: health insurance is organized and implemented by prof-
it-based organizations, without relying on solidarity and universality.

Il Compulsory Health Insurance and Voluntary Health Insurance
in the Republic of Serbia

In the territory of the Republic of Serbia (hereafter: RS), until 2005, only the
compulsory health insurance system (hereafter: CHI) functioned, as was the case in
all former socialist states. CHI was based on:

—the principle of being compulsory, requiring a certain percentage of

earnings to be allocated to CHI;

- the principles of solidarity and reciprocity;

— the principle of transparency and protection of the insured persons’rights;

— the principle of continuous quality improvement, along with cost-effec-

tiveness and efficiency.

3 D. Jankovi¢, ,Zdravstveno osiguranje kao faktor trokova zdravstvene zastite, Skola biznisa, Novi Sad,
No. 4/2011, pp. 69-82.
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The first two principles were completely fulfilled, but the other two princi-
ples were brought into question because the insured individuals often faced delays
in receiving certain health services, thus challenging the principle of efficiency.*

In 2005, a new Health Insurance Act® (hereinafter: HIA) was enacted, which
enabled two health insurance systems: compulsory health insurance (CHI) and voluntary
health insurance (hereinafter: VHI). The common goal of these two systems is to provide
individuals with comprehensive health protection, i.e. the best possible health care. VHI
is thoroughly regulated by the Decree on Voluntary Health Insurance$, which ceased to
be valid with the amendments and supplements to the HIA” in 2019, which regulated
VHI. These acts laid the foundations for VHI in Serbia, making it a supplementary form
of compulsory social health insurance. VHI is in its early stages of development in Serbia
and faces many unresolved or undefined issues, such as the regulation of the work of
doctors and medical staff, the regulation of private health institutions, the status of
state hospitals outside regular working hours, the tax treatment of VHI premiums, the
habits of the population, economic capabilities of the population, etc.

VHI partially addresses issues faced by CHI, primarily the moral “hazard” where
individuals abuse the health system by seeking unnecessary services when they have
no costs.8 The majority of CHI revenue comes from insured individuals’ contributions
(approximately two-thirds of total CHI fund revenue), with the remainder coming
from pension and disability fund transfers and budget transfers.? Health care costs
are high, and the available funds in this system are insufficient. However, there was
a significant problem with evasion of CHI contribution payments. According to the
Tax Administration’s report for 2012, the debt for health insurance contributions
exceeded 148 billion dinars, of which over 78 billion dinars, or more than 50%, was
uncollectible. This fact should be viewed in the context that a large portion of this
debt accumulated until 2000, during the period of sanctions and disrupted market
conditions, and another part after 2000 during the transition period. Amendments
to the Law on Tax Procedure and Tax Administration (hereinafter: LTPA) in 2012 sig-
nificantly improved the collection of taxes and contributions on wages, as it became
impossible to pay wages without paying taxes and contributions."

4 D. . Mirkovi¢, ,Proaktivan odnos obaveznog i dobrovoljnog zdravstvenog osiguranja u Republici Srbiji —
faktor vece efikasnosti celokupnog zdravstvenog sistema osiguranja’, Vojno delo, No. 2/2018, pp. 374-393.
5 Health Insurance Act - HIA, Official Gazette of the RS, No. 107/05, 109/05.

¢ Decree on Voluntary Health Insurance, Official Gazette of the RS, No. 108/08, 49/09.

7 Health Insurance Act - HIA, Official Gazette of the RS, No. 25/19, 92/23.

& D. Jankovi¢,,,Zdravstveno osiguranje kao faktor trokova zdravstvene zastite, Skola biznisa, Novi Sad,
No. 4, 2011, pp. 69-82.

° Republic Health Insurance Fund - RHIF, Financial Report of the Republic Health Insurance Fund for
2016, Belgrade, 2017.

10 J. Kocovi¢, T. Rakonjac Anti¢, V. Raji¢, ,Dobrovoljno zdravstveno osiguranje kao dopuna obaveznom
zdravstvenom osiguranju u Srbiji*, Ekonomske teme, No. 3/2013, pp. 541-560.

" Law on Tax Procedure and Tax Administration, Official Gazette of the Republic of Serbia, Nos. 80/2002,
84/2002, corr. 23/2003, corr. 70/2003, 55/2004, 61/2005, 85/2005, 53/2010, 101/2011, 2/2012, corr. 93/2012,
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The problem of insufficient funds in the CHI budget is caused by many factors,
but one of the critical threats to the CHI budget is the so-called aging population,
which is a trend throughout Europe, except in certain regions. The aging population
is a complex sociological issue, resulting in an increase in the proportion of people
over the age of 65 relative to the total population. On one hand, the population
over 65 years old belongs to the category of retirees, for whom real contributions,
i.e. contributions arising from economic activity, are not paid. On the other hand,
the population over 65 uses healthcare services more than the younger population.
In addition to the aging population, another trend is emerging, which is that fewer
young people worldwide are being educated in the same manner as their parents
were, and they behave indifferently and unambitiously. It is quite possible that a
similar trend may occur in Serbia, with an increase in the number of powerful and
wealthy individuals over the age of 55 who will be business leaders, have good
earnings, but be more prone to illnesses. A characteristic of Europe today is that the
elderly support the young, who face unemployment across the continent.

Healthcare costs for the population are continuously rising. In EU countries,
these costs can reach up to €4,000 per capita in Germany, while in most European
countries, the costs range from €2,000 to €3,000. In Serbia, the cost is €1,049 per cap-
ita.”* The revenues of the Compulsory Health Insurance (CHI) in Serbia are about €250
per capita annually, making it challenging to ensure the functioning of the healthcare
system, which spends nearly €800 more than the CHI can cover from its revenues.

All countries strive to ensure maximum coverage of the population with
healthcare protection, aiming to achieve a socially responsible society. The World
Health Organization itself has issued the document “Health for All in the 21st Century,’
which obligates all member states to ensure solidarity and universal accessibility of
healthcare while simultaneously managing costs."

In developed countries, there exists a so-called positive competition between
compulsory health insurance (CHI) and voluntary health insurance (VHI). This means
that insurance systems compete not only for the number of insured individuals but also
for the qualitative structure of the insured population. It is in their interest to attract
the wealthiest insured individuals who can afford higher premiums. Consequently,
both insurance systems compete in terms of the services offered and the quality of

47/2013, 108/2013, 68/2014, 105/2014, 91/2015 - authentic interpretation, 112/2015, 15/2016, 108/2016,
30/2018, 95/2018.

12\, Zeki¢, S. Segrt, Uticaj privatnog zdravstvenog osiguranja na makroekonomski ambijent Republike Srbije,
QOditor, Centar za ekonomska i finansijska istraZivanja, Beograd, 2015, pp. 4-9.

3 D. I. Mirkovi¢, ,Proaktivan odnos obaveznog i dobrovoljnog zdravstvenog osiguranja u Republici
Srbiji — faktor vece efikasnosti celokupnog zdravstvenog sistema osiguranja’, Vojno delo, Beograd, 2018,
pp. 374-393.

4 D. Cepi¢, V. Avdalovi¢, ,Zdravstveno osiguranje’, Zbornik radova fakulteta tehni¢kih nauka Novi Sad,
Novi Sad, 2011, pp. 2136-2144.
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those services, which ultimately leads to the improvement of services provided to
all insured individuals. Once improved, these services become available to everyone.

One of the advantages of VHI is the very form of contract conclusion. During
this process, the riskiness of the insured individual is assessed — those at higher risk
pay higher premiums. This risk assessment, which can only be conducted through
examinations and preventive check-ups, can significantly improve the healthcare
protection of the population. Preventive check-ups can diagnose the risk of illness
or early-stage disease when treatment is more certain and less costly. This approach,
“prevention is better than cure”, significantly eases the burden on the healthcare
system overall, including both the CHI and VHI systems."

Voluntary health insurance represents the pooling of insured individuals
into risk communities. Within these communities, protection is provided against cer-
tain health risks based on the premiums paid, and this is done on a voluntary basis.
With a larger risk community, the premiums for the insured are lower, meaning they
represent a smaller burden compared to paying for healthcare services directly.’®

lll Voluntary Health Insurance as a Form of Insurance

Voluntary health insurance falls under the category of non-life insurance."”
Alongside the Insurance Law, the provisions of the Health Insurance Law also apply,
and until the enactment of the new Health Insurance Law, the Regulation on Volun-
tary Health Insurance was in effect. Voluntary health insurance (VHI) can be carried
out by the Republic Institute for Health Insurance and legal entities engaged in
insurance activities in accordance with the Insurance Law. In addition to this general
formulation regarding who can conduct VHI, the law stipulates that the National
Bank of Serbia (NBS) issues a special license to a legal entity engaged in insurance
activities for VHI provided the Ministry has given a positive opinion on the fulfillment
of the conditions for organizing and implementing VHI. The insurer manages VHI
funds by type of insurance separately in special accounts, distinct from the funds
and accounts of compulsory health insurance and other resources of the insurance
company, in accordance with the law.™ '

The Health Insurance Law is currently the only law regulating Voluntary
Health Insurance (VHI), and as such, it defines the minimum period of insurance

5 A. Gavrilovi¢, D. Ugrinov, |. Radosevi¢, M. Nikoli¢ “Modern management in the function of increasing
of health service quality in primary health care’, Serbian Journal of engineering management, Belgrade,
5(1), 2020, pp. 14-28.

' T. Rakonjac Anti¢, M. Koprivica, “Specifi¢nost privatnih izvora finansiranja zdravstvene zastite” Revija
kopaonicke $kole biznisa prirodnog prava, Beograd, 2020, pp. 83-97.

7 Insurance Law, Official Gazette of RS 139/2014, 44/2021 (hereinafter: IL), Article 9.

'® Regulation on Voluntary Health Insurance, Official Gazette of the RS, Nos. 108/08, 49/09.

' Health Insurance Law - HIL, Official Gazette of the RS, Nos. 25/19, 92/23.

@) TOKOVI OSIGURANA 3/2024| 729



S. Segi¢: Voluntary Health Insurance In Serbia

coverage. The legislator, in Article 170, has specified that this period is 12 months,
with exceptions allowing for shorter coverage in cases of temporary residence of
the insured abroad, if the insured’s status in the compulsory health insurance system
lasts less than the specified 12 months, if the insured acquires the basis for insurance
under collective agreements during the agreed period, and for foreign nationals
during their temporary stay in the Republic of Serbia.

Article 171 of the Health Insurance Law?® stipulates that VHI cannot be
organized and implemented for rights already covered by the compulsory health
insurance system (CHI), as well as for preventive immunization and chemoprophylaxis
programs. Such a rigid stance of the Law excludes the possibility of choice for insured
individuals who have contracts for VHI. For certain rights defined by the CHI system,
insured individuals are forced to be on so-called “waiting lists’, and there is a possibility
that these rights could be addressed through VHI, allowing insured individuals who
pay a premium covering such rights to access them in private healthcare facilities, or
even in public ones, without waiting. On one hand, this places VHI insured individuals
in a more favorable position compared to those covered by CHI, which is certainly
undesirable as it constitutes a form of discrimination. However, besides the issue of
discrimination, there is also the problem concerning individuals who are not part of
the CHI system. The question arises regarding what happens to those who are not
covered by the CHI system for any reason but are citizens of the Republic of Serbia.
An illustrative example is the issue faced by farmers who have contracts with the
Pension and Disability Insurance Fund (PDI) and the Republic Health Insurance Fund
(RHIF), but due to changed financial circumstances, they were unable to continue
paying contributions. Consequently, they find themselves with exceptionally high
debts for unpaid contributions, such individuals cannot exercise the rights provided
by the CHI system. In such situations, VHI through private health insurance programs
could serve as a temporary solution until obligations are settled or another solution
is found for the accumulated debts.

Types of Voluntary Health Insurance (VHI) according to the Health Insurance
Law (HIL)?, as per Article 174, are:

- complementary health insurance;

- supplementary health insurance;

- private health insurance.

Article 175 of the HIL% stipulates that the status of a VHI insured individual
ceases simultaneously when their status also ends in the compulsory health insur-
ance system (CHI).

20 HIL, art. 171.
21 HIL, art. 174.
2 HIL, art. 175.
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Articles 177-193 of the Health Insurance Law (HIL)?* define the organization
and implementation of Voluntary Health Insurance (VHI) detailing the conditions
for its organization and execution, which are further regulated by bylaws, primarily
by the National Bank of Serbia (NBS). The articles also specify the elements that
must be included in the contract, as well as who can enter into the contract, and
the requirement for written consent from the insured individual if the obligation
to pay the premium fully or partially falls on them. In addition to the contract, the
elements of the policy and coverage list are regulated, as well as the obligations
of the insurer concerning the rights that the insured individual acquires under the
contract or policy.

Problems arising with Voluntary Health Insurance (VHI) primarily concern
citizens’'awareness of the need to pay additionally for health insurance. For decades,
people have been accustomed to health care being free and universally accessible.
Now, as economic conditions are more challenging than a few decades ago, they
are required to allocate additional funds for health care.

Voluntary health insurance should offer citizens the opportunity to choose,
providing a system that ensures faster, higher-quality, and more accessible health
services. This, in turn, should lead to better quality and longevity of life, reduced
abuse (less overuse of health services), increased investment in health care, decreased
corruption, financial risk coverage, and greater diversity and flexibility within the
health insurance system.?*

There is an interest among employers to offer Voluntary Health Insurance
(VHI) to their employees as a form of incentive and employee retention. This is be-
cause VHI provided by an employer remains valid for the employee as long as they
are with that particular employer. If the employee leaves the employer, they also
lose the VHI provided by the employer. Although there is a possibility of receiving
VHI with a new employer, it is uncertain whether the employee will get VHI from
the same insurance company, making VHI a tool that ensures employee loyalty to
the employer.

In addition to VHI provided through employment, an increasing number of
citizens are becoming aware of the need and necessity of obtaining VHI individually.
As a result, the number of individual insurance contracts with insurance companies
is constantly rising. VHI offers citizens the opportunity to customize their insurance
packages to suit their personal needs.

VHI was not regulated in the legal systems of the countries of the Socialist
Federal Republic of Yugoslavia (SFRY) immediately after their independence, as the

2 HIL, arts. 177-193.
24 Detailed: T. Rakonjac Anti¢, Penzijsko i zdravstveno osiguranje, Centar za izdavacku delatnost, Ekonomski
fakultet, Beograd, 2012.
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old system of compulsory health insurance (CHI) was still in place. Only after the
conflicts in the former SFRY and the alignment of the legal systems of the newly
formed states with the principles of a free market economy were regulations con-
cerning health insurance introduced. As time progressed and the newly formed
states moved closer to the European Union (EU) and eventually joined the EU,
regulations concerning health insurance in accordance with EU legislation were
introduced. While compulsory health insurance does not represent a commercial
activity, VHI does, as there is market competition among insurance companies pro-
viding VHI services. Accordingly, appropriate legal regulations concerning VHI must
be enacted.” It must be taken into account that the EU has implemented a series of
measures to deregulate the VHI market, which has removed the regulatory bodies’
right to protect consumers in certain cases.?®

IV Structure of Voluntary Health Insurance (VHI)
in the Republic of Serbia

Voluntary health insurance (VHI) in the Republic of Serbia was established
in 2005 with the initial regulation under the Health Insurance Law (HIL),?” which was
later detailed further.?® Since the introduction of VHI into the insurance system in
Serbia, it has taken considerable time and effort to educate both the population and
employers about the benefits of VHI, and to shift the perception of insurance from a
cost to an investment. Direct payment of healthcare expenses can lead individuals
into poverty.” For many years, health insurance was viewed as a “duty of the state”
and society, something that the state and society were obligated to provide and
implement. This perspective is incorrect, as health insurance contributions during
the socialist period were paid by employers based on employees’ earnings. The state
was responsible for organizing the healthcare system, financing it from compulsory
health insurance contributions, and partially from the budget. The beginnings of VHI
in Serbia, as in neighboring countries, were challenging, and VHI initially entered
the insurance system timidly. Through educating the population and improving the
healthcare system, VHI advanced as people began to understand its importance and

25 T. Sokol, F. Stanci¢, ,Pravila Europske unije o trziSnom natjecanju i drzavnim potporama i dopunsko
zdravstveno osiguranje u Republici Hrvatskoj, krivo srastanje”, Pravni vjesnik, Zagreb, 2021, p. 37.

% E. Mossialos, S. Thomson, ,Voluntary health insurance in the Europian Union: a critical assessment”,
International Journal of Health Service, London, 2002.

27 Health Insurance Law - HIL, Official Gazette of the RS, Nos.107/05, 109/05.

2 Regulation on Voluntary Health Insurance, Official Gazette of the RS, Nos.108/08, 49/09.

2 M. Tabakovic, J. Todorovi¢, U. Babi¢, Z. Terzi¢, M. Santri¢ Mili¢evi¢, ,Development of voluntary health
insurance in Serbia: the insurance companies viewpoins”, Europian Journal of public health, Utrecht,
Netherlands, 2018, p. 445.
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benefits. To achieve the desired participation of voluntary, particularly supplementary
health insurance in the domestic insurance market portfolio, it is crucial to under-
take initiatives aimed at increasing the population’s health literacy. Health literacy
is essential 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 to make informed health decisions, thereby impacting
the maintenance and/or improvement of health throughout life. Individuals with
higher health literacy are more likely to recognize the benefits of voluntary health
insurance. Individuals with higher health literacy are more likely to recognize the
benefits of voluntary health insurance.** VHI aims to provide users with a higher
level of healthcare services compared to the compulsory health insurance system.
Compulsory health insurance may lack certain services entirely or offer them to users
with the requirement to share the costs of these services. The cost-sharing can be
very high for certain services, which is precisely the advantage of VHI, where the
user, through the paid premium, prevents potential expenses for health services.?
The main advantage of the VHI system is the reduction of out-of-pocket expenses
for health services, not only directly from individuals who have to pay for these
services but also the general reduction of the burden on the budget system of the
Republic of Serbia.

30 N. Petrovi¢ Tomic, “Supplementary Health Insurance as a Contribution to Development of a Sustainable
Healthcare System in the Republic of Serbia’, Insurance Trends, No. 1/2024, pp. 7-39.

31 Marija B. Kovacevi¢, “Factors Affecting Development of Voluntary Health Insurance in the Republic of
Serbia“, Insurance Trends, No. 1/2023, pp. 75-102.
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Table 1 Structure of Voluntary Health Insurance (VHI), Number of Insured Persons, and
Premium per Insured Person for the Period 2017-2022

2017 2020
numberof |aumberof | insured wal | pemism % numberof |aumberof | insured woul | premism %
contacts | insured per | premivm | per | commred contacts | insured per | premivm | e |compred
contact | (000) RSO | insured | o toml contrct | (000) RSO | insured | o toml
(#SD) | premium (#50) | premium
comple e mary HI ETd EEY 1,0 26607 @3 0,92|comple me rary HI a3 am 10 1um| 3356 0,26}
s upple me rtary HI 83| 1220215 1354 720036 597| 25,20 |supplementary HI 9233| 8a630|  223,6[ 206385 s15| 19,64
privete HI 2236| 9189 a1 zmn| =32 8,06 | privete HI 5279 3368 11| 2mz| =8 a2
combirmtion of types of VHI =70| as=s 17,6| 1265065|  27936| 43388 [combirmtonoftypeso|  17088| 130657 77| 3Zesoe|  mo77| @049
trove | HI 95|  a75® 1,6 amse 904 1,49 | trmve | HI 4699 %13 14 895 1058 03]
oll othertypes of VHI aess| 147586 3,7| s636) ®15|  19,53[ollothertypes of VHI asas| 166070 367| s2em a9so| 15,26
49059 | 1473653 30,0] 2859554 1904 24247| 2378075 53,7 5416185 2278
2018 2021
numberof [aumberof | inswred | toml | premism % numberof [aumberof | insured | woml | premism %
contacts | insured per | premivm | per | compred contacts | insured per | premivm | per  |compred
contact | (000) RSO | insured | o toml contact | (000) RSO | insured | 1o toml
(RSD) | premmium (RS0) | premium
comple me mary HI 5116|5116 10 ®=3 892, 1,02|co mple e rary HI an 438 10| 1mcs| 33008 0,23]
s upple me rtnry HI 8132| 223026] Zas| 738056 B3| 22,74|supplementary Hi 9183| assz7a1| 4s60] 130321 2| 1537
privete HI =12| 5363 23| 23271  mses 6,7 | privete HI 26277 7471 23| 26328] m2m 381
combirmtion of types of VHI 9707| 70686 7,3 2747507  24719|  50,43|combirmtonoftypeso|  27174| 19333 71| aacs7es| 2783|6381
e | HI B2  asara 1,6| a3 919 1,21 | tmel HI 12433 2001 16| 2me7 1143 0,33
sll other types of VHI 5107| 151902 7| 62546]  4085| 17,91 |ellothertypes of VHI 5322| 17918 337| s93666| 4090| 1294
58776| 2511077 a2,7| 3465351 1380 57210 4863153 85,0| 6904958 1420]
2019 2022
numberof |numberof | insured wal | pemism % numberof |aumberof | insured toul | premism 3
contacts | insured per | premivm | per | commred contacts | insured per | premium | e |compred
contact | (000) RSO | insured | o toml contact | (000) RSO | insured | o toml
(RS0) | premium (RS0) | premium
o mple e mary HI 3778 538 10  esse7 7905 1,43| comple me rmry HI a8 474, 1,0 7142| 15068 0,3
s upple me rtmey HI 8971| 2s0347|  231| 94as4s) B/6|  20,62|suppleme ntary HI 9483| wemso| Mm22| s1e984 17s| 17,93
privete HI 2338 293 1,2[ 1s7921| sesa2 3,45 | privee HI 2061 | 13606, 4,6] 108685 5341 377
combirmtionof types of VHI | 1a371| 103777 7,2| 2665474| =808| 58,18 |combirmtonof typeso]  a1084| 22816 s,6| 132ma3| 7933|6324
trove | HI Z7035| ams? 1,6 om 904 0,35 |tmve | HI 16002] 265 1,6 443 17 0,02]
sl othertypes of VHI s25| 1603 0,7| 708600] 4418 15,47 |ellothertypes of VHI 44| 100473 15,0| 426379 ax2| 1479
66268 | 2768243 418| 4581459 1655 78342| 3337058 42,6 2882776 864

(National Bank of Serbia, 2017,2018,2019,2020,2021,2022)%*

Table 1: Structure of Voluntary Health Insurance (VHI), number of insured
persons, and premium per insured for the period 2017-2022. This table illustrates
the trend of voluntary health insurance (VHI) in the Republic of Serbia from 2017
to 2022. The number of contracts increased from an initial 49,000 to over 78,000,
while the number of insured persons grew from 1.47 million to nearly 3 million. It
is noticeable that an increasing number of employers are entering into VHI agree-
ments and including their employees in the VHI system, as evidenced by contracts
involving a large number of insured persons, with the average number of insured
per contract ranging from 185 to a maximum of 483. The dominant type of VHI is
additional health insurance or a combination of additional health insurance with other
forms of insurance, which constitutes over 70% of premiums paid during the period.

32 National Bank of Serbia, Insurance Sector in the Republic of Serbia, Quarterly Reports, Belgrade 2017,
2018, 2019, 2020, 2021, 2022.
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The COVID-19 period is characterized by a significant decline in travel insur-
ance contracts, which is logical given the complete lockdown. On the other hand,
in 2021, there was a significant increase in both the number of contracts and the
number of insured persons utilizing VHI services, as people became more aware of
the importance of health services that need to be available quickly and in a broader
scope than what the compulsory health insurance system offers.

From the above, it is clear that VHI has established a foothold in the Republic
of Serbia, especially after the COVID-19 pandemic, as evidenced by the increase in
both the number of insured persons and premiums paid. The development of VHI
has a promising future in the Republic of Serbia.

The trend of the average premium paid for VHI from 2017 to 2022 has fluc-
tuated, as shown in Graph 1: Movement of Average VHI Premiums in RS from 2017
t0 2022. A drop in the average premium in 2018 compared to 2017 can be explained
by the nearly doubled number of insured persons under additional health insurance
and a 23.5% increase in contracts, resulting in a decrease in the premium per insured
person. Insurers offered additional health insurance under more favorable conditions,
with lower coverage but wide acceptance. Consequently, the premium fell from 537
RSD to 353 RSD per insured person, a decrease of 45.4%. Given that additional health
insurance is the most widespread form of VHI, this logically led to a decrease in the
average premium. In 2019, there was a slight increase in the average premium, while
2020 recorded a peak, which can be explained by the population’s health concerns
during the pandemic, leading to the purchase of private health insurance policies
with relatively high premiumes, resulting in an increase in the average premium per
insured person. In 2021 and 2022, additional health insurance reached nearly three
million users, became widely available, but with low premiumes, falling to a symbolic
175 RSD per insured person, leading to a low average premium. The fact that nearly
three million people have some form of additional insurance is encouraging from
the perspective of promoting VHI, as even with such symbolic premiums, people
have some form of additional health insurance. This indicates that the population
is aware of the importance of VHI and accepts it as a necessary investment in their
security and as a safeguard for their standard of living against unforeseen health
issues that may arise in the future. This fact is encouraging compared to the recent
past, when health care was seen as a government obligation to its citizens.
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lAverage VHI Premium in RS
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Graph 1 Movement of the average VHI premium in RS for the period 2017-2022

V Participation of Voluntary Health Insurance in the Total
Insurance Market in the Republic of Serbia and Factors
Indicating Trends

The number of contracts related to voluntary health insurance (VHI) as a
form of non-life insurance is increasing, but the share of VHI contracts and premiums
paid remains relatively small. Table 1 illustrates the share of VHI paid premiums in
relation to total insurance premiums and total non-life insurance premiumes. It can
be observed that the increase in VHI premiums, from an initial 7.87 million RSD in
2017 to 24.49 million RSD in 2022, represents a growth of 16.62 million RSD over
a six-year period, or an increase of 311%, which translates to approximately 50%
annual growth. Such data indicate that the VHI market has potential and highlights
the need to focus on developing this segment of the insurance market.
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Table 1 Overview of voluntary health insurance premiums in relation to total

insurance premiums and non-life insurance premiums

2017.
2018.
2019.
2020.
2021.
2022.

Total
Premi-
ums

min.
236946
247948
264736
273171
295620
317465
272648

Non-Life Insurance

Premiums

min.
186284
193565
205673
200167
230230
263117
213173

VHI Premiums
as % of Total
Premiums

VHI
Premiums

min. %

7878

9603

12701
15181
18348
24493
14701

3,32
3,87
4,80
5,56
6,21
7,72
5,39

VHI Premiums
as % of Non-Life

Insurance
Premiums

4,23
4,96
6,18
7,58
797
9,31
6,90

(National Bank of Serbia, 2017,2018,2019,2020,2021,2022)%

Table 2 Correlation of the amounts of TP, NLI premiums, and VHI Premiums

Correlations

TP NLI_premiums VHI_premiums
™ Pearson Correlation 1 960" 995~
Sig. (1-tailed) ,001 000
N 6 6 6
NLI_premiums Pearson Correlation 960 1 964"
Sig. (1-tailed) 001 001
M G 6 6
VHI_premiums  Pgarson Correlation 095 964" 1

Sig. (1-tailed) 000 001
M G G 6

** Correlation is significant at the 0.01 level (1-tailed).

3 National Bank of Serbia, Insurance Sector in the Republic of Serbia, Quarterly Reports, Belgrade 2017,
2018, 2019, 2020, 2021, 2022.
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Table 3 Correlation of paid VHI premiums and GDP

Correlations

Sum of Squares and
Cross-products

Covariance
[+l

26205173,00

5241034600
B

VARDOD0S VARDOD1D
VAROOODO9  Pearson Correlation 1 986
Sig. (1-tailed) 000
gt‘;;;fpslg;ﬂf’: and 1850572053 | 26205173,00
Covariance arte1d4an o7 5241034 600
M 6 5
YAROOO10  Pearson Correlation ,986" 1
Sig. (1-tailed) 000

3796388,000

759277600
B

** Correlation is significant at the 0.01 level (1-tailed).

Table 2 shows that there is a high correlation between the amounts of
paid total premiums, non-life insurance premiums, and voluntary health insurance
premiums.

Table 3 demonstrates a high correlation between the amounts of paid
voluntary health insurance premiums and GDP.

From the above, it can be concluded that, in addition to the population
becoming aware of the necessity for VHI coverage, the decision to purchase VHI
is significantly influenced by GDP growth, i.e. GDP per capita. As income increases,
opportunities arise to satisfy non-essential needs and invest in the future (investing
in VHI during younger, active years represents a future-oriented investment, which
will be beneficial when they need healthcare services later in life).

Although the amount of paid premiums per capita varied between 2017
and 2022, as illustrated in Graph 2, which ranged from a minimum of 134 euros
per capita to a maximum of 179 euros, it is clear that as the paid premium amount
increased, so did the payment of VHI premiums.
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Share of Paid Insurance Premiums in Relation to GDP per Capita
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Graph 2 Paid premium per capita

VI Conclusion

The market for voluntary health insurance (VHI) in Serbia is promising and
warrants further development. Increasing the number of contracts and the amount
of VHI premiums will enhance the healthcare system, thereby improving the quality
of life and extending life expectancy. A significant challenge facing the non-life
insurance sector, particularly the VHI subsector, is the lack of awareness among the
population. Therefore, efforts should be focused on informing the public about the
existence and benefits of this service within insurance portfolios.

“An increase in the total income of individuals and families is expected to
be a significant factor for the continued growth of the VHI market. This growth will
contribute to improved population health due to better accessibility to healthcare,
longer working lives, and improved quality of life**“The extension of life expectancy
is of considerable importance for the life insurance sector, given that over 50% of
deaths in Serbia are due to cardiovascular diseases. By improving the healthcare
system, it is likely that life expectancy will increase. From the perspective of insurance
companies, this could result in a reduction in payouts for life insurance claims (e.g.
death or severe illness).” Both compulsory and voluntary insurance systems that finance
healthcare in Serbia need to adopt a more proactive approach to the healthcare

34 OECD, ,Health in glance-Europe 2012, OECD publishing, Brussels, Belgium, 2012.
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market and build a mutually sustainable relationship. This will be fundamental for
the overall sustainability of the healthcare system >
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