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Abstract. Kosovo, especially in the circumstances of European integration, requires improvements in social and public
insurance policies to ensure that society functions efficiently and protects its members from risks. The study aimed to
identify ways of improving national policy and legal regulation of the insurance sector in Kosovo. Regulatory documents
and statistical data from insurance authorities in Kosovo were addressed to achieve this goal. An examination of the public
policy and legislative framework controlling Kosovo’s insurance sector found various issues that demand immediate
attention and reform. The analysis showed that existing legislation does not always meet the challenges and needs of
the insurance market in the 21% century. The need for a new regulatory framework becomes even more urgent due to
the need to introduce voluntary insurance for all segments of the population, which has the potential to provide wider
access to insurance services and reduce risks for individuals in the event of unforeseen events. The study also found that
one of the important problems is the low level of insurance culture among the population. Many Kosovo citizens might
underestimate the advantages of insurance or are unaware of the many insurance products and possibilities available.
Addressing this problem require large-scale educational campaigns and programmes aimed at raising public awareness
of the importance and benefits of insurance, as well as disseminating information about available insurance products and
their options. The practical significance of this study is the development of ways to improve the insurance sector in Kosovo
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Introduction
As part of the European integration process, Kosovo needs
to address social and public insurance policies. Kosovo is
improving its structures and legislation to align with Euro-
pean Union standards, as the insurance industry is crucial
for sustainable development and competitiveness. To en-
sure that society functions effectively through the advance-
ment of the insurance sector, a suitable legal and regulatory
framework must be established, as well as active support for
social programs and initiatives that improve financial liter-
acy and protect the interests of insurance consumers. Prob-
lems include a lack of clarity and efficiency of state policy,
underdeveloped legal regulation, low consumer protection,
limited competition in the insurance market, and the need
to adapt to international standards caused by the need for
European integration and development of society. Given the
constant changes in the social and economic environment,
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it is imperative to adapt and improve the policy and legal
framework in the insurance sector. Kosovo, which has faced
challenges in developing its insurance industry in the con-
text of global trends, is facing the challenge of optimising its
policy and legal framework to ensure a stable and efficient
insurance sector.

A. Shabani and M. Hashani (2023) determined that life
insurance is a new segment of the market in Kosovo, having
developed significantly over the past twenty years. The study
discovered a crucial element influencing Kosovo people’s de-
cisions to obtain life insurance plans. In this field, R.K. Ran-
jan et al. (2020) contended that greater competition has re-
sulted in the introduction of novel techniques targeted at
obtaining a bigger market share. To do this, businesses were
boosting their penetration, distribution, and sales skills, with
a focus on increasing client access. Since 2010, the insurance
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industry has been growing steadily, reflecting the general
trend towards greater financial security for both individuals
and businesses. As the economy develops and the number of
risks associated with life activities increases, the demand for
various insurance products grows. This includes both tradi-
tional types of insurance, such as health, motor and proper-
ty insurance, and newer areas, such as cyber insurance or
pandemic insurance. This issue was studied by S. Todorova
and G. Deda (2022). The authors concluded that insurance
is a complex category that requires a deep understand-
ing of many aspects. This applies to economic and finan-
cial mechanisms, as well as legal, social and ethical issues.

S. Gojani and E. Hajdari (2021) investigated the evolu-
tion of obligatory and optional insurance in Kosovo. Their
findings emphasised that the expansion of the insurance in-
dustry is a critical component of Kosovo’s economic prosper-
ity, and the growing emphasis on social and public policy
in this domain underscored the necessity of expanding com-
pulsory insurance for society to operate effectively. B. Zekaj
and A. Rexhepi (2022) conducted a study on the activities of
insurance businesses in Kosovo, which are vital components
of the financial sector. Their findings demonstrated that the
insurance sector plays an important role in economic devel-
opment, contributing to the country’s financial stability. Citi-
zens, businesses, and the government benefit from insurance
firms’ business security, investment protection, and financial
stability, which promotes economic and financial develop-
ment. However, in order for society to function properly,
it is critical that all population segments’ requirements be
met and that compulsory insurance be expanded. H. Kukaj et
al. (2019) evaluated the insurance industry’s impact on the
country’s economic development. Their research results re-
veal a positive association between insurance, particularly
life insurance, and development in the economy, owing to
the sector’s ability to provide financial stability, social safe-
ty, and investment possibilities.

Kosovo has several laws and regulations related to social
insurance and protection, but this legal framework does not
always meet the needs of citizens adequately. As a result,
the most vulnerable segments of society do not have access
to a sufficient level of social insurance due to the lack of
special programmes. A. Robaj (2019) studied the functions
of social insurance in Kosovo and found that although the
legal infrastructure for social insurance recipients in the
country is available, it is not sufficient to meet their needs
in full. The insurance market in Kosovo is characterised by
a more distributed structure. More insurance companies are
operating in Kosovo, which contributes to greater compe-
tition and compliance with antitrust laws. E. Korsita and
E. Meka (2022) highlight important differences between the
insurance markets of Albania and Kosovo, emphasising the
need for effective regulatory policies for maintaining the
competitiveness and development the Western Balkans’ in-
surance markets. Areas that remain unexplored include what
are the challenges in Kosovo’s public insurance sector and
how to improve public policy, as well as what technological
innovations can enhance the efficiency and accessibility of
insurance services in Kosovo.

The study aimed to identify ways to improve the national
strategy and legal regulation of the insurance sector in Koso-
vo. To achieve the research objective, the following tasks
were set: to analyse the current state of the insurance indus-
try in Kosovo; to identify key problems and shortcomings

of the state policy in the insurance sector; to analyse inter-
national experience in the insurance sector to identify best
practices; to develop proposals for improving national insur-
ance policy and legislation.

Materials and methods

This research examined the legislative and regulatory frame-
work of Kosovo’s insurance sector to establish its influence
on the industry’s operating and development. The main
types of insurance, minimum requirements for the author-
ised capital of insurance companies, solvency requirements
and reserves that insurance companies must maintain to
ensure the fulfilment of their obligations were analysed by
studying Law of the Republic of Kosovo No. 05/L-045 “On
Insurances” (2015). This defined the role and powers of state
supervisory authorities over insurance activities, with the
Central Bank of Kosovo (CBK) as the main regulator.

The next legal act that was studied in the research is the
Law of the Republic of Kosovo No. 03/L-209 “On Central
Bank of the Republic of Kosovo” (2010). This law established
the rights and obligations of the supervisory authority, as
well as how the CBK regulates and supervises insurance ac-
tivities and set out the criteria for obtaining permission to
conduct insurance activities (licensing). In general, the law
assessed the impact of the insurance sector on general mon-
etary policy, including the investment of insurance reserves
and their impact on the financial market.

The use of statistical indicators provided by the CBK
made it possible to obtain an objective assessment of
the state of the insurance market (Financial stability re-
port, 2023; Ghetu, 2024; Victor, 2024). Financial indicators
such as gross written premiums (GWP), net profits, and asset
composition were collected and analysed to determine the
insurance sector’s economic contributions and growth pat-
terns. Market performance data, such as the number of poli-
cies issued and claims processed, was also evaluated to show
market stability and consumer engagement patterns. This
data provided extensive information on insurance compa-
nies’ financial positions, market competition, and develop-
ment patterns. The analysis of these reports formulated rec-
ommendations and made appropriate decisions to improve
public policy and legal regulation of the insurance sector
in Kosovo. This approach provided a deeper understanding
of the current and potential problems of the industry and
contributed to the development of effective strategies for the
further development of the insurance market in the country.

The study of international Solvency II standards deter-
mined what requirements and regulatory policies may af-
fect the insurance market (Directive of the European Union
No. 2009/138/EC, 2009). This includes an understanding
of the possible implications for competition, innovation and
the affordability of insurance services for consumers. The
study of Solvency II provided detailed information on the fi-
nancial aspects of the insurance industry, helped to identify
risks and issues, and provided a basis for developing policy
and regulatory recommendations for the sector.

Results
The insurance sector in Kosovo started to emerge in 1974,
when a new constitution was adopted, according to which
Kosovo was granted equal status with other territories of
the former Yugoslavia. This event was a significant mile-
stone in the region’s history, as it contributed to economic



development and the creation of new institutions. At that
time, the Property Insurance Association was established,
with its headquarters in Pristina, the capital of Kosovo. The
Property Insurance Association has taken on the task of de-
veloping the basic principles and standards of the insurance
business in the region. It began to introduce a variety of
insurance products covering property, motor, liability and
other types of insurance. Subsequently, given the efforts of
the Association, public confidence in insurance services has
increased (Ahmeti & Iseni, 2022). The relevant organisation
was engaged in insurance of property that was 100% owned
by the state. In the period from 1990 to 1999, insurance
companies of both state and private ownership appeared in
Kosovo, with the main activity of these insurance companies
being vehicle insurance. After the end of the war in 1999,
the international community handed over the administra-
tion of Kosovo to the United Nations Mission in Kosovo. It
aimed to create and strengthen state institutions, including
those in the insurance sector.

With Kosovo’s autonomous status, the insurance indus-
try was allowed to develop further. New insurance compa-
nies emerged and began to compete, which helped improve
the quality of services and expand their range. It is necessary
to note that this process was influenced by economic and
political changes both in Kosovo and in the former Yugosla-
via as a whole. After the break-up of Yugoslavia in the early
1990s, the insurance industry in Kosovo faced new chal-
lenges. However, despite the economic difficulties and po-
litical instability, insurance companies continued to operate,
adapting their activities to the new environment (Canh et
al., 2020). This period saw the gradual integration of the
Kosovo insurance market into European and global stand-
ards. The insurance business began to grow fast in the early
2000s, as Kosovo’s economy recovered and stabilised. The
introduction of new legislation, such as Law of the Republic
of Kosovo No. 05/L-045 “On Insurances” (2015) and Law of
the Republic of Kosovo No. 03/L-209 “On Central Bank of
the Republic of Kosovo” (2010), has created a legal frame-
work for operating and regulating the insurance companies.
This industry in Kosovo continues to grow, introducing nov-
el items and services that match the demands of the 21%-cen-
tury market. Integration into international markets is also a
significant factor, which contributes to the competitiveness
of Kosovo’s insurance companies.

Since 2010, the insurance sector in Kosovo has shown
favourable development, in particular, due to the implemen-
tation of reforms and the emergence of companies present-
ing innovative services. State regulation of the insurance
sector in Kosovo is carried out through a range of bodies
and regulations to make sure that the insurance market is
stable and reliable. The main state regulatory authority in
Kosovo is the CBK. It performs a crucial function in regu-
lating and supervising the country’s financial sector, includ-
ing insurance companies. Its functions and responsibilities
cover several key areas. The CBK is responsible for issuing
licences to insurance companies operating in Kosovo. The
licensing process involves a thorough review of applicants,
an assessment of their financial standing, business repu-
tation, business plans, and compliance with legal require-
ments (Akhil, 2022). In addition, after obtaining a licence,
the CBK exercises ongoing supervision over the activities
of insurance companies. This includes regular reviews and
monitoring of financial statements, analysis of solvency and
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risk indicators, and compliance checks. Since Kosovo has
not yet joined the Green Card system, the Kosovo Insurance
Bureau (KIB) regulates some insurance companies. Kosovo
has reached agreements with its neighbouring countries,
including Serbia, North Macedonia, and Albania. In certain
cases, the KIB handles losses incurred by vehicles from these
countries to vehicles insured with local firms in Kosovo, or
vice versa. The KIB operates as both a correspondent and
supervisory body for insurance firms operating in the coun-
try, overseeing that compensation is paid on a regular basis
by responsible parties and mandating regular updates from
these organisations.

The CBK also ensures that insurance companies com-
ply with applicable laws governing their activities, such as
capital, reserves, transparency and reporting requirements.
The CBK has the right to impose sanctions on companies
that violate the law. Consumer protection is an equally im-
portant activity of the CBK, namely, ensuring that insurance
companies provide accurate and transparent information
to their customers, handle insurance claims fairly and re-
solve complaints promptly. The CBK develops and imple-
ments regulations governing the insurance sector (creating
rules and instructions that define the standards of insurance
companies’ operations, corporate governance, asset valua-
tion and risk management requirements). The CBK, in its
function as regulator and supervisor, has made numerous
concrete and positive initiatives that had been missing for
many years. Among them is the adoption of Law of the Re-
public of Kosovo No. 05/L-045 “On Insurances” (2015) and
Law of the Republic of Kosovo No. 04/L-249 “On Health In-
surance” (2014). The legal framework governing insurance
companies in Kosovo consists of several laws and regula-
tions covering various aspects of insurance institutions, such
as licensing and registration of insurers, setting financial
requirements, including capital and reserves, control over
compliance with financial reporting and audit standards,
regulatory and supervisory mechanisms, and the rights and
obligations of insurers and policyholders.

The fundamental regulatory act governing the activities
of insurance companies is Law of the Republic of Kosovo
No. 05/L-045 “On Insurances” (2015), which regulates the
activities of insurance companies in Kosovo. This law estab-
lishes general provisions for the establishment, licensing,
operation and liquidation of insurance companies. This law
develops minimum capital requirements, corporate govern-
ance rules and regulations to ensure the financial stability
of insurance institutions. Following Chapter 3, Article 19 of
Law No. 05/L-045, the authorised capital of all insurance
companies licensed to conduct insurance business in Koso-
vo, except for life insurance, must be at least two million
two hundred thousand (2,200,000) euros. In the case of in-
clusion of one or more risks in classes 10-15 referred to in
Article 7 of this Law, the share capital may not be less than
three million two hundred thousand (3,200,000) euros. The
law specifies the rights and duties of insurance firms and
policyholders, including the terms and conditions of insur-
ance policies, claims procedures, and means for settling dis-
putes between the parties.

Insurance companies in Kosovo follow the rules outlined
in the asset investment regulation, which encompasses tech-
nical and material reserves alongside the financing of central
bank policyholders’ capital shares, as enacted by Law of the
Republic of Kosovo No. 03/L-209 “On the Central Bank of
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the Republic of Kosovo” (2010). This regulation demands all
insurers to maintain a minimum share capital of 3 million
EUR as a requirement for getting a license. Of this total, 10%
must be deposited with the CBK. The remaining share capi-
tal can be invested through various avenues, such as depos-
its with commercial banks regulated by the CBK, up to 20%
of the capital held in a trust account at a commercial bank,
or securities released by the Government of the Republic of
Kosovo, contingent upon obtaining approval from the CBK.

In accordance with the law, insurers must maintain a
minimum level of equity capital throughout their operations,
which cannot be less than the authorised share capital of at
least EUR 3 million. If an insurer does not achieve this min-
imum equity requirement, its shareholders must infuse ex-
tra capital to address the deficit and return the company to
the requisite equity position over 30 days upon discovering
the shortage. Insurers can invest in a variety of financial in-
struments, including treasury bills, bonds, and other capital
market assets issued by the Government of the Republic of
Kosovo. Non-life insurers must have investments with a max-
imum term of one year, whereas life insurers are not subject
to such restrictions. Insurers may also participate in these
instruments upon special request and prior approval from
the CBK, provided that the securities have a credit rating of
“BBB” or above from Standard & Poor’s, Fitch, or Moody'’s.

According to Law of the Republic of Kosovo No. 05/L-
045 “On Insurances” (2015), there are varieties of insurance
to satisfy the demands of many sectors and individuals. The
main types of insurance provided for by this law include
property insurance, including insurance of buildings, hous-
ing, vehicles, enterprise property and other material assets.
Property insurance protects owners from financial losses as-
sociated with the risks of fire, theft, natural disasters and
other events. Liability insurance covers a person’s liability to
third parties for losses or injuries caused to them as a result
of negligence or negligent act, which may also include car
owners’ insurance, corporate liability and other types of lia-
bility insurance. Another type of insurance is life and health
insurance. This type of insurance offers financial security to
individuals and their families in the case of a serious dis-
ease, accident, or death. It includes disability insurance, sur-
gical treatment, chronic diseases and other medical expenses
(e.g., doctor’s visits, medicines, hospital treatment and other
medical services that may be provided for in the insurance
contract) (Barannyk & Kachula, 2023).

It is worth noting that Kosovo has a separate, special
Law of the Republic of Kosovo No. 04/L-249 “On Health
Insurance” (2014), which regulates the health insurance sys-
tem and ensures access to healthcare services in Kosovo. It
establishes rules and procedures for compulsory and volun-
tary health insurance (VHI) and defines the scope of cover-
age and the rights and obligations of insureds and insurers
in this area. The Law of the Republic of Kosovo No. 05/L-
045 “On Insurances” (2015) regulates the general aspects
of insurance in Kosovo, covering a wider range of insurance
types. Business insurance aims to protect enterprises and en-
trepreneurs from risks associated with their activities. It in-
cludes corporate liability insurance, property insurance, and
insurance against natural disasters (Sanjeewa et al., 2019).
Transport insurance covers the insurance of vehicles, includ-
ing cars, motorcycles, trucks and other types of transport. It
may include insurance against losses from accidents, theft,
fire and other risks. These types of insurance are provided by

various insurance companies in Kosovo following the legal
requirements and standards set by the CBK and other rele-
vant authorities (Fig. 1).
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Figure 1. Structure of assets of insurance sector
(December 2022)
Source: compiled by the authors based on Financial stability
report (2023)

Another important law in the insurance sector in Kosovo
is the Law of the Republic of Kosovo No. 03/L-209 “On Cen-
tral Bank of the Republic of Kosovo” (2010), as the Central
Bank plays a key role in ensuring the financial stability of
the country. Its policies and regulations affect the financial
situation in general, including the insurance sector. Accord-
ingly, an understanding of central bank supervision and reg-
ulation can be useful for insurance companies in determin-
ing their risk and risk management strategies. The policy
set by the Central Bank affects the country’s macroeconomic
indicators, such as inflation, exchange rate, unemployment
rate. These factors, in turn, affect the demand for insurance
services, the financial stability of insurance companies and
the overall dynamics of the insurance market.

The legal framework governing insurance companies in
Kosovo ensures the stability and transparency of the insur-
ance market. It includes a wide range of regulations covering
all aspects of insurance companies’ activities, from licensing
to consumer protection. Such a regulatory system promotes
the establishment of a competitive insurance market and
protects the interests of all market participants. The insur-
ance industry contributes positively to economic growth, fi-
nancial system stability, employment, balance of payments,
and, thus, human well-being (Tasdemir & Alsu, 2024). Insur-
ance contributes to gross domestic product growth as people
who purchase or use insurance services pay fees to insurance
firms. These companies then use the premiums received for
financing and investment activities, which positively im-
pact economic activity. By investing in various sectors of
the economy, insurance companies assist in the growth of
entrepreneurship, the creation of new jobs and an increase
in overall production.

In Europe, insurance has a substantial influence on eco-
nomic growth by facilitating the efficient allocation of re-
sources (Wanat et al., 2019). With insurance products, com-
panies and individuals can protect their assets from various
risks, thus planning and allocating resources more effective-
ly. Reducing transaction costs is another important aspect,
as insurance reduces the cost of settling unforeseen financial
losses. Liquidity creation is another key aspect of insurance’s
impact on the economy. Insurance companies, accumulating
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large amounts of funds in the form of insurance premiums,
provide liquidity in financial markets, which contributes to
the stability and resilience of the economy (Asongu, 2020).
Economies of scale are also achieved through the large vol-
umes of transactions carried out by insurance companies,
which lowers the cost per unit of products and services.

Insurance also encourages investment, as insurance
companies invest in a variety of projects, from real estate
to stocks and bonds. This makes it possible to improve in-
frastructure, modernise industrial facilities, and introduce
new technology (Sulemana & Dramani, 2020). Expanding
insurance coverage allows more people and businesses to
use insurance services, which increases the overall level of
risk protection of the economy. Thus, insurance fulfils an im-
portant role in guaranteeing economic stability and growth,
stimulating the progress of different sectors of the economy,
increasing the level of security, and creating conditions for
the efficient allocation of resources and investments. Ac-
cording to the CBK, Kosovo insurance companies recorded
gross premiums of 146.4 million EUR, an increase of 9.2%
year-on-year (Ghetu, 2024). Net profit of insurance compa-
nies in 2023 was 13.3 million EUR, significantly higher than
1.3 million EUR from a year earlier.

The assets of insurance firms by the end of December
2023 reached 304.1 million EUR, up 3.5 million EUR from
the previous month. The structure of this sector’s assets
includes deposits with commercial banks (45.8%), secu-
rities with other assets (29.4%), and reinsurance (14.2%)
(Ghetu, 2024). The total liabilities of insurers reached
304.1 million EUR, of which technical reserves amounted to
198.6 million EUR. Total profit as of the end of December
2023 amounted to 13.3 million EUR. Gross written premi-
ums (GWP) amounted to 146.4 million EUR and ceded pre-
miums amounted to 19.5 million EUR. The insurers’ financial
income reached 5.1 million EUR. Total expenses, including
claims paid, amounted to 70.8 million EUR, and operating
expenses to 45.4 million EUR, of which 15.7 million EUR
were acquisition costs (Ghetu, 2024). By the end of Decem-
ber 2023, Kosovo insurance companies had sold 1.48 million
policies, of which 572,800 were for domestic compulsory
motor third-party liability insurance and 503,000 were for
border insurance. The total number of claims paid out was
70.6 thousand, of which 41.3 thousand were related to one
of the types of motor third party liability insurance contracts.

According to the annual report of the Slovenian reinsur-
ance company Sava (2024) for 2023, the largest insurance
companies in the Kosovo market in terms of GWP are insur-
ers owned by the Slovenian insurance group Sava and the
Austrian UNIQA (Sava Insurance Group, 2024). Insurance
companies owned by the Sava Group, such as Illyria and
Illyria Life, are the first in the market, with a position equiv-
alent to 21.7 million EUR. They are the market leader, and
their closest competitors are the local subsidiaries of UNIQA
Group, Sigal and Sigal Kosova Life, which have the second
position in the market, with an equivalent of 21.4 million
EUR (Fig. 2). The top five companies also include Scardian,
Eurosig and Elsig.

According to the official monthly data of the CBK, in
the period from January to December 2023, GWP of Kosovo
insurers had an increase by more than 9% year-on-year to
146.5 million EUR. The total amount of claims paid grew
by 11.5% to 71.7 million EUR. In 2023, 95.5% of total in-
surance premiums were accounted for by non-life insurance,

and only 4.5% by life insurance. GWP in the non-life seg-
ment increased by 9.5% and in the life segment by approx-
imately 5%. The total net profit of local insurers more than
tripled over the year, reaching 10.7 million EUR at the end
of December 2023, up 7.2 million EUR from 3.5 million
EUR a year earlier, according to the CBK (Victor, 2024).
These positive trends demonstrate the steady growth of the
Kosovo insurance market, the increasing financial strength
of insurers and their ability to attract foreign investment.
This contributes to the further development of the country’s
economy and raises the level of financial services available
to households and businesses.

M Illyria and Illyria Life
B Sigal Uniqa
and Sigal Kosova Life
Scardian
Eurosig
M Elsig
[ Other insurers

Figure 2. Kosovo’s insurance market in 2023
Source: compiled by the authors based on Sava Insurance
Group (2024)

One of the main challenges faced by the state regulation
of the insurance sector in Kosovo is the lack of maturity of
the regulatory framework. The absence of developed legis-
lation and regulations in this area creates significant legal
gaps that adversely affect the stability and development of
the insurance market. Outdated laws cannot effectively reg-
ulate the activities of insurance companies, which leads to
problems with ensuring the rights and protecting the inter-
ests of policyholders (Dragos et al., 2017). For instance, in
Kosovo, one of the main problems in the insurance sector
is the lack of a developed voluntary insurance system, es-
pecially among the low-income population. This issue has
a substantial influence on the entire state of the insurance
sector and citizens’ wellbeing.

The economic situation in the country is not conducive
to the widespread introduction of voluntary insurance (Pe-
leckiené et al., 2019). Many people have limited financial
resources and often cannot afford the cost of insurance poli-
cies. For many people in the low-income category, the inten-
tion is to cover fundamental requirements like food, hous-
ing, education, and the expense of insurance appears costly.
Low levels of financial literacy are also a significant obstacle
to the development of voluntary insurance. Many people
simply do not understand how insurance products work and
what benefits they can bring (Rul et al., 2024). The absence
of information campaigns and financial literacy programmes
leads to a lack of understanding of the importance of insur-
ance and its role in protecting against risks. In addition, the
lack of trust in insurance companies is a serious problem.
Historical examples of fraud and insurers’ failure to fulfil
their obligations have created a negative image of insurance
services. Citizens fear that their insurance premiums may be
wasted or that companies will not pay compensation in the
case of an insured occurrence.
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The regulatory framework also remains weak, which is
not conducive to the development of voluntary insurance.
The lack of effective laws and regulations which protect con-
sumer rights and ensure the stability of insurance companies
raises concerns about the trustworthiness of insurance prod-
ucts. Another key aspect is a lack of incentives to establish
voluntary insurance (Rubio-Misas, 2023). The state does not
offer sufficient tax or financial incentives for individuals and
businesses to use insurance products more actively. This
makes insurance less attractive compared to other expenses.
It is worth noting the way of France, which has a wealth
of experience in the development of the insurance sector,
which can be useful for other countries, including Kosovo.
The French insurance market is one of the largest and most
developed in Europe, but the country has faced several chal-
lenges along the way that have been successfully resolved.
One of the main challenges was to ensure the financial sta-
bility of insurance companies. In the 1990s, certain French
insurance companies faced a liquidity crisis due to poor in-
vestment policies and low profitability. To address this prob-
lem, the French government has introduced strict regulatory
requirements, including higher capital adequacy standards
and stricter risk management rules (Carré & Le Maux, 2024).
This stabilised the market and increased the reliability of
insurance companies.

Another important problem was the operational inef-
ficiency of insurance companies. To address this, several
reforms were introduced to increase the transparency and
accountability of companies, as well as improve internal
control and audit processes (Charpentier et al., 2022). In
addition, the French government has intensified efforts to
improve the professional level of personnel in the insurance
sector through educational programmes and training cours-
es (Clark et al., 2023). France also addressed consumer pro-
tection. To this end, clear rules on information transparency
have been developed and implemented, requiring insurance
companies to provide customers with complete and accurate
information about insurance products and services. This in-
creased public confidence in insurance companies and stimu-
lated market growth. France was able to overcome the main
problems faced by the insurance industry and create a stable
and efficient insurance market employing these measures.
This can be useful for Kosovo in shaping domestic strategy
for the development and regulation of the insurance sector.
To overcome the above problems, Kosovo’s state authorities
need to take comprehensive measures. First and foremost,
the government should ensure that financial literacy edu-
cation programmes are conducted to help citizens better
understand the benefits of insurance. Furthermore, stricter
supervision and control over the activities of insurance com-
panies should be introduced to increase their credibility. It
is also worth developing incentives for individuals and busi-
nesses, such as tax breaks, to encourage them to buy insur-
ance products. It is only through a systematic approach and
cooperation between the state, insurance companies and the
public that a significant development of voluntary insurance
in Kosovo can be achieved.

The need to constantly update the regulatory framework
in line with international standards and practices is critical
for the stable development of the insurance market. Inter-
national standards, such as Solvency II in the European Un-
ion, provide a framework for assessing and managing risks,
ensuring the financial stability of insurance companies and

protecting consumers. Their implementation will increase
transparency and accountability, as clear rules and stand-
ards will facilitate more transparent operations of insurance
companies and increase their responsibility to customers.
In addition, adequate capital and reserve requirements will
help ensure the financial stability of insurance companies,
reducing the risk of bankruptcy. In addition, compliance
with international standards will facilitate Kosovo’s integra-
tion into the global insurance market, attract foreign invest-
ment and increase the competitiveness of local companies.
Thus, a well-developed regulatory framework is a key con-
dition for the successful development of the insurance sector
in Kosovo. It provides legal certainty, increases confidence
in the insurance market, protects consumer rights and pro-
motes economic growth through financial stability and ef-
fective risk management.

Discussion

Improving the state policy and legal regulation of the in-
surance sector in Kosovo is extremely important for ensur-
ing stable economic development and social protection of
the population. One of the main areas for improving public
policy is the harmonisation of Kosovo’s legislation with Eu-
ropean standards. This includes the adaptation of existing
laws and the adoption of new regulations to meet the re-
quirements of the European Union. The harmonisation of
legislation will not only improve legal regulation but also
increase the confidence of foreign investors, which in turn
could stimulate the development of the insurance industry.
Legislative adaptation involves a thorough analysis of cur-
rent regulations, identification of gaps and inconsistencies,
and development of new laws and regulations that will meet
EU standards. This may include the implementation of EU
Directives into national legislation, in particular those relat-
ed to insurance services, consumer protection, financial sta-
bility and anti-fraud. The process of harmonisation requires
close cooperation with European institutions, an exchange
of experience with other countries that have successfully
passed this way, and the involvement of experts. Engaging
international consultants and participating in EU technical
assistance programmes can significantly speed up and facili-
tate the adaptation process (Bakalo & Makhovka, 2024).

The same opinion is shared by M. Vaduva (2023), who
argues that the insurance market is a complex network of
interdependent and competitive relations between econom-
ic agents, where insurance serves as a means of protection
against negative consequences. Several factors are used
to assess the growth of the national insurance market, in-
cluding changes in Gross Written Premiums (GWP), market
shares of various insurers, the composition of different in-
surance classes, and the identification of the leading com-
panies by premium volume, all of which are obtained from
the asfromania website. The author concludes that the intro-
duction of European standards is an important step towards
Romania’s deeper integration with the European Union. This
will allow Romania to become part of the single European
insurance market, which will open new opportunities for
the development of the national economy and improve the
living standards of citizens. A similar opinion is shared by
N. Kakashvili (2023), who notes that, for instance, in Geor-
gia, life insurance remains unpopular due to the low interest
of the population and a small number of insured persons, as
there are gaps in the legislation that need to be clarified and



supplemented to ensure greater clarity and stability in the
insurance sector, and many citizens have a lack knowledge
regarding life insurance. The adaptation of Georgian insur-
ance legislation to European standards will have a compre-
hensive beneficial effect on the insurance market. It will in-
crease confidence in insurance companies, improve financial
stability, expand the broad spectrum of insurance products
and services, and integrate with international markets. In
addition, the harmonisation of legislation will strengthen co-
operation with other EU countries in the area of regulation
and supervision of insurance services.

G. Overton and O. Bandt (2022) concluded that low
profitability is the main indicator of problems in insurance
companies. This underscores the importance of insurers
prioritising long-term financial performance. The disparity
between the life and non-life insurance sectors is also an
important finding. The high importance of bond investments
in life insurance indicates the need for a conservative in-
vestment approach, while for other types of insurance, op-
erational efficiency is key. Differences between countries,
such as a higher response to operational inefficiencies in
France and a smaller impact of bond investments in Japan,
demonstrate how regional differences and regulatory frame-
works influence insurance markets. The preceding section
of the current research evaluated France’s experience in the
insurance business, emphasising its importance in aligning
insurance legislation with European norms. This study em-
phasised the need of using similar methodologies and stand-
ards to regulate insurance operations, which are critical for
promoting financial stability and the efficiency of the insur-
ance market. The identification of low profitability as a key
indicator of problems in insurance companies underscores
the importance of introducing standards that promote the
financial stability of insurers (Litvinova et al., 2023). Euro-
pean standards, such as Solvency II, already include capital
and risk management requirements aimed at maintaining
the financial strength of insurance companies. Alignment of
legislation with European standards can help reduce the risk
of insolvency of insurance companies, which is one of the
key topics of the study. Uniform rules and regulations can
contribute to greater market transparency and predictability.

The study revealed that the expansion of the insurance
industry is critical to fostering economic growth in Koso-
vo. Insurance, as an integral part of the financial system,
serves a number of critical services that contribute to eco-
nomic stability and growth. Insurance firms make enormous
investments, providing long-term resources to governments
and the insurance sector. A significant amount of the funds
invested by these organisations come from life insurance,
which is fundamentally long-term in nature. Insurers have
traditionally devoted a significant percentage of their re-
sources to various assets, primarily government bonds, in
order to maintain the value of their money, meet their re-
sponsibilities to clients, and increase investment returns
(Trusova et al., 2020). M. Giuzio and L. Rousova (2019)
agree, emphasising the need of a strong investing strategy in
ensuring financial stability. Insurance businesses have close
relationships with other financial intermediaries and play an
important role in delivering long-term funding to the econ-
omy. For example, in the eurozone, the insurance industry
accounts for more than 40% of investments in government
bonds with maturities greater than ten years. Y. Bayar et
al. (2021) offer an alternative approach, investigating the

X. Isufi & D. Miloshoska

effect of insurance sector expansion on economic growth
using data from 14 post-transition countries in Central and
Eastern Europe during a 19-year period from 1998 to 2016.
They discovered no evidence of a direct link between life in-
surance and other forms of insurance and economic develop-
ment. However, as discussed in the preceding section, both
life and other types of insurance have a significant influence
on economic growth. Insurance services create a favourable
climate for business, providing protection against risks and
stimulating investment (Novykova et al., 2023). In addition,
insurance can provide stability and confidence in the future
for the population, which contributes to consumer activity
and economic growth.

Developing countries, such as Kosovo, must face the
issues that arise during the transition era. Aside from the
obstacles of adaptation, there are considerable challenges in
developing legislation, rules, and establishing organisations
to regulate insurance activity. Additional hurdles include es-
tablishing insurance firms, training employees, introducing
new products, and developing public knowledge about the
value of insurance. This study revealed a fundamental con-
cern in Kosovo: a low rate of voluntary insurance enrolment,
particularly among those with limited resources. According
to A. Purcel et al. (2023), VHI becomes more popular than
obligatory health insurance as a country’s financial growth
improves. In countries with modern financial systems,
high levels of financial knowledge, and great confidence
in healthcare services, VHI becomes the favoured option.
S.A. Janzen (2020) designed a dynamic theoretical model
to evaluate how asset insurance affects poverty and social
protection spending in evolving countries, which is both
timely and informative. The model makes two different tech-
nical assumptions: a standard production technology with a
fixed-cost technology and a universally concave production
function enable many equilibria. According to the research,
establishing an asset insurance market can efficiently reduce
both poverty and social protection spending. The authors of
the current study agree with previous academics on this top-
ic, recognising its importance in developing countries’ pol-
icy formulation. Supporting governmental measures, such
as giving insurance premium subsidies to low-income and
vulnerable households, is a reasonable and important step
(Gutium et al., 2023). This will not only attract them to the
insurance market but also create mechanisms for risk protec-
tion, which will contribute to poverty reduction.

Despite the many challenges associated with the func-
tioning of microinsurance markets, the potential benefits of
addressing them are significant. Microinsurance can provide
households with the necessary tools to manage risks, which
is beneficial to economic stability and growth. The imple-
mentation of such programmes can be a decisive factor in
the fight against poverty in the long term. Thus, the pro-
posed model and approaches deserve detailed study and im-
plementation, as they can have a significant positive impact
on the socio-economic development of developing countries.

Conclusions
The governmental policies and regulatory framework con-
trolling Kosovo’s insurance sector are critical for ensuring
stability and promoting economic growth. Some progress
has been made in this area in recent years, but some sig-
nificant problems and challenges need to be addressed
and resolved.
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It is vital to recall that Kosovo’s insurance sector is young
and still developing. Low competitiveness, a small range of
products and services, and a high level of volatility in the
industry all limit the sector’s potential for expansion. A set
of measures is recommended to improve the state policy and
legal regulation of the insurance sector in Kosovo. An in-
depth analysis of existing laws and regulations is needed to
identify their shortcomings and gaps. Based on this analysis,
new regulations can be developed, or existing ones amended
to improve the state of the insurance industry. Furthermore,
it is necessary to ensure effective supervision and control
over the activities of insurance companies by the relevant
state authorities. This includes conducting periodic audits
and inspections and taking appropriate action in the event
of violations. It is also necessary to support the development
of an insurance culture among the population of Kosovo. In-

of the insurance sector in Kosovo is an important task that
requires joint efforts from the government, insurance com-
panies and citizens. Stable and efficient development of
this important sector of the economy can be achieved only
through cooperation and systematic efforts.

Future research possibilities include a number of crucial
topics, including the study of how digital technologies are
changing the insurance business. This involves investigating
the use of blockchain and other innovations to enhance the
efficiency of insurance operations. Furthermore, it is worth
addressing the level of protection of policyholders’ rights
in Kosovo, identifying the key problems faced by insurance
consumers, and developing new legal instruments to im-
prove the protection of policyholders’ rights.
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AnoTtanisa. KocoBo, 0co6JIMBO B KOHTEKCTi €BPOIEHCHKOI iHTerparii, moTpedye BJOCKOHAJIEHHS IMOJITHKU COL[aJIbHOrO
Ta JepKaBHOIO CTpaxyBaHHA AJisA 3a0esledyeHHs ePeKTHBHOIO (YHKIIOHYBaHHA CYCHiJIbCTBA Ta 3aXUCTy HMOro 4JeHiB
Big pusukiB. MeTow AociigkeHHs Oyj0 BU3HAUeHHA IUIAXIB YJIOCKOHAJIEHHS HalliOHAJIbHOI MOJIITUKK Ta IPaBOBOTO
peryJioBaHH:A cTpaxoBoi raty3i B KocoBo. [l focArHEeHHA i€l MeTH OyJI0 TPpOaHaTi30BaHO HOPMAaTHUBHO-TIPABOBi JJOKyMEHTH
Ta CTAaTUCTUYHI JaHi cTpaxoBux opraHiB KocoBo. J[octipkeHHA cTaHy Jep:kaBHOI MOJITUKY Ta [IPABOBOTO PEryJII0BaHHSA
cTpaxoBoro cekropy B KocoBo mokaszasio, 1[0 CeKTOp CTUKAETHCS 3 BEJIMKOIO KijIbKicTI0 MpobJieM, sKi HeoOXiTHO HeraiiHo
BUPIIINTY Ta BJOCKOHAJIUTHU. AHaJIi3 [MOKa3aB, IO iCHyl0Ye 3aKOHOAABCTBO He 3aBXXAU BifOBifa€ BUKJIMKAM i moTpebaM
crpaxoBoro puHKy B XXI crosiTTi. [Torpeba B HOBill HOpMaTHBHIl 6a3i cTae Ije 6iJIbII HaraJabHOIO y 3B’A3KY 3 HEOOXiAHICTIO
3ampoBa)keHHA AOOPOBIJIBHOIO CTpAaxyBaHHsA JJIA BCiX BEPCTB HaceJIeHH:, IO MOTeHLiHO MoXe 3a0e3NeuynTy MNP
JOCTYN [0 CTPAaxXOBUX IMOCJYyT Ta 3MEHIIUTU PU3MKU Ui (i3nyHUX oci6 y pas3i HacTaHHA HemepenOavYyBaHUX MOMIH.
JlocJtiIKeHHsA TaKoX BUSBUJIO, IO OJIHI€I0 3 BRXXJINBUX IIPOGJIEeM € HU3BKUH PiBEHb CTPAXOBOI KyJIbTYPH cepel] HaceJIeHHS.
Bararto rpomajisiH KocoBa He po3yMiloTh IlepeBar cTpaxyBaHHsA abo He MaloTh JOCTAaTHHOI 00i3HAHOCTI MPO iCHYI0Ui CTpaxoBi
MIPOAYKTU Ta IXHi MOXJIMBOCTI. BupimeHHa 11i€l npo6eMu BUMarae npoBeJieHHs MIPOKOMacIITaOHUX OCBITHIX KaMIaHii
i mporpaM, CIpPsSMOBAHUX Ha MiJIBUIleHHA O0i3HAHOCTI HaceJIeHHA IPO BaXXJIMBICTh i IepeBary CTpaxyBaHH:A, a TaKoX
NoIMpeHHs iHdopMalil Npo HasABHI CTPaxoBi MPOAYKTU Ta MOXJIMBOCTI IXHBOTO BUOOpy. IIpakTuuHe 3Ha4YeHH:A I[bOTO
JOCJIiPKeHHS MOJIATaE B po3poOIli NUIAXiB yAOCKOHAJIEHHS CTPAaX0OBOTo ceKTopy B KocoBo
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