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Pursuant to Article 21, Item 7) of the Law on Protection of Competition (Official Gazette of 

the RS 51/2009), with reference to Article 108 of the Law on Compulsory Traffic Insurance 

(Official Gazette of the RS 51/2009), Council of the Commission for Protection of Competition 

on the 137
th

 session held on November 5, 2009 issues the following opinion.  

 

By virtue of the entry into force of the Law on Compulsory Traffic Insurance (Official Gazette of 

the RS 51/2009) (hereinafter referred to as the Law) on October 12, 2009, provisions on 

compulsory traffic insurance ceased to have effect (Article 73 through 108, Articles 111 and 112) 

and provisions of Article 143 through 146 of the Law on Insurance of Property and Persons 

(Official Gazette of the FRY 30/96, 57/98, 53/99 and 55/99, and Official Gazette of the RS 55/04), 

apart from the provisions of Article 86 of the said law that cease to have effect upon the expiry of 

three year period from the entry into force of this law.  

 

As per provisions which ceased to have effect, the Association of Serbian Insurers carrying out 

activities in the field of motor third party liability insurance was competent to draft scales of 

premiums with unified premium rates of net premium for insurance companies, while the 

National Bank of Serbia issued a prior consent to the scales of premiums, as well as to their 

amendments. In accordance with the Regulation on premium rates for motor third party liability 

insurance (Official Gazette of the FRY 20/97 and Official Gazette of the RS 36/2005), insurance 

premium for owners, or users of motor vehicles and their trailers against liability for damage caused 

to third parties (automobile liability insurance) comprises of the risk premium and expense 

(management) loading, while the risk premium comprises of the net (pure) premium and prevention 

loading, which is capped to 2% of the net premium. Expense loading in motor third party liability 

insurance is capped to 30% of the net premium of such insurance. When calculating the premium 

rates of net premium, 3% yield of the premium for each risk group could be added. The commission 

on sold motor third party liability insurance policies could amount to 50% of the expense loading. 



 

The aforementioned provisions of regulations stipulated that each insurance company sets the 

amount of motor third party liability insurance premium by independently adding the prevention 

loading and expense loading to the unified premium rates of net premium, within the scales of 

premiums set by the Regulation, which in considerable manned enabled competition on the 

insurance market, i.e. for the owners or users of motor vehicles and their trailers against liability for 

damage caused to third parties.  

 

Article 108 of the Law on Compulsory Traffic Insurance (Official Gazette of the RS 51/2009) 

stipulates that insurance companies carrying out operations in the area of motor third party 

liability insurance are obligated to implement common insurance policy terms, premium 

system with unified technical bases for these operations and minimum scales of premium, 

which also contain the bonus-malus system referred to in Article 43 herein. According to the 

identical provision, the National Bank of Serbia issues a prior consent to the common insurance 

policy terms, premium system and scales of premium from paragraph 1 hereof enacted by the 

Association, as well as to their amendments.  

 

Stipulated commitment of insurance companies to implement the minimum scales of premium 

enacted by the Association eliminates the price competitiveness between insurance companies. 

Although Article 108 of the Law envisages a theoretical possibility that the amount of insurance 

premium may exceed the minimum premiums regulated in the minimum scales of premium, current 

records of insurance companies’ behavior reconfirms that insurance companies will keep the 

identical insurance premium price policy of automobile liability insurance, which implies the same 

insurance premium prices of all insurance companies. Implementation of the same resale price on 

the part of all competitors on the relevant market excludes competition, which in turn damages 

consumers/insurance service users considering that they are disabled from finding products and 

services of competitive quality and more cost-effective. In this manner, close to 2 million 

policyholders are deprived of the possibility to select among automobile liability insurance offers in 

terms of pricing.  

 

From the Commission’s Council standpoint, it is unjustifiable that Article 108 of the Law enables 

insurance companies to eliminate price competitiveness, since such provisions only contribute to 

the increase of profits of insurance companies to the detriment of consumers. The reliable manner 

of reimbursement of third party liability claims, or respectively for the fulfilment of contractual 

obligations of insurers and achieving a solid claims loss ratios, which may be the goal of the above-

mentioned provisions, could also be accomplished by successful implementation of the previous 

regulatory principle that is generally accepted in the comparative legislations. Setting of the 

minimum net premium equal for all insurance companies represents a way which can secure a 

reliable manner for payment of damages, particularly considering that the supervising authority is 

monitoring implementation of the minimum net premium. Independent regulation of the expense 

loading calculated by each insurance company against the net premium would lead to the 

competition in regard of the amount of insurance premium paid by the policyholder. In such manner 

insurance companies would be induced to rationalize costs with the goal of attracting clients, which 

would lead to the reduction of insurance premium prices.  

 

It is natural that undertakings - competitors operating on the single market, strive to restrict or even 

fully terminate competition, since they would be the only ones benefiting in such circumstances, but 



in the settings of free market economy is unjustifiable to legalize identical acting of all undertakings 

operating on the single market, unless such regulation is necessary. The objective of competition 

policy is to contribute to the economic progress and well-being of the society, and particularly of 

the consumers. Also, the benefit for competitors achieved from such arrangements cannot be 

waived, although it is probable that they are currently unaware of that fact. By inciting insurance 

companies to compete for clients, technical progress and innovations (new products) would be 

promoted, as well as the dynamical process implying the entry of new undertakings into the market 

and exit of inefficient ones. Thus, there are no justifications for canceling the price competitiveness 

between insurance companies involved in automobile liability insurance operations, and which is 

enabled by introducing the provisions of Article 108 of the Law.  

 

The competitive conditions on the market of automobile liability insurance services are familiar to 

the Commission, which concluded two proceedings during 2008 and 2009, and instituted a third one 

against the Association of Serbian Insurers and members of the Association dealing with the 

provision of automobile liability insurance services. In the first proceeding, the Commission 

established that all insurance companies have implemented the identical premium price policy, 

which was named by the Association as the minimum premiums, while in fact they related to the 

maximum premium amounts set by the Regulation, wherewith have considerably restricted and 

prevented competition on the said market. In the second proceeding, the Commission established 

that the Association enacted a decision recommending insurance companies to implement certain 

manner of calculation and collection of comprehensive insurance policy premiums, by submitting 

the said decision for their review and consideration, while the insurance companies have accepted 

the Association’s decision, wherewith have considerably restricted and prevented competition on 

the said market once more. The third proceeding is instituted due to the reasonable doubt that 

insurance companies have concluded prohibited agreement by colluding to cease to provide benefits 

to end users (policyholders) in the form of gifts and deferred payment against the insurance funds. 

Herein described behaviors of insurance companies confirm their attempts to avoid competition in 

all conceivable manners, which brings benefits for consumers when implemented, while related 

deficiency solely advantages competitors. The current Law on Compulsory Traffic Insurance 

enables insurance companies to implement identical insurance premium prices, while providing 

possibility to compete in the domain of automobile liability insurance payment conditions. The 

listed examples demonstrate that insurance companies are attempting to level out even the payment 

conditions, thus is realistic to assume that such practice will continue in the future, but that the 

Commission has the authority and mechanisms at disposal to sanction such behaviors in accordance 

with the Law on Protection of Competition.  

 

Also, it should be noted that Article 118 of the Law stipulates that the provisions of Article 108 will 

become null and void on the 90th day following the date of Serbia’s accession to the EU, wherewith 

the regulator makes it clear that regulatory abolishment of competition in this area is contrary to the 

EU regulations. The Republic of Serbia in all other areas harmonizes its regulations with the EU 

acquis, and from the standpoint of competition policy there are no justifiable reasons why such 

practice is not implemented in the insurance area as well. 

 

Pursuant to the above-mentioned, Council of the Commission for Protection of Competition 

recommends to amend the provisions of Article 108 of the Law in part stipulating the 

obligation of insurance companies to implement the minimum scales of premium, since such 

provision has a considerable impact on the state of competition on the automobile liability 



insurance market. The Commission Council alludes that the Commission’s obligation within the 

meaning of Article 21, Items 7) and 11) of the Law on Protection of Competition is to give opinions 

to competent authorities on draft and current regulations that have an impact on market competition 

and to undertake activities to raise awareness on the necessity of protection of competition, thus the 

Commission remains at your disposal for any future consultations in drafting regulations from the 

competence of the Ministry of Finance.  
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