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Abstract 

As in many parts of the world, the Covid-19 sanitary pandemic has hit very hard the economies 

of the countries of the Western Balkans. The economy faced a “shock” both on the supply and 

on the demand. Most economic sectors were paralyzed. One of these sectors is the insurance 

market, which represents a relatively important weight for the economic and financial sector. 

The purpose of this article is to analyse the impact of Covid-19 on the insurance market in the 

three countries of the Western Balkans: Albania, Serbia and North Macedonia. Based on the 

specifics of this crisis and particularly that of the insurance sector, the purpose of this article is 
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to verify the impact of Covid-19 on the insurance market and specifically, on the volumes of 

gross annual premiums. To verify it, we have analyzed the annual data of this sector, before the 

pandemic and throughout the pandemic. The results show that the Covid-19 pandemic for 

Albania and North Macedonia has had a negative impact on the market of this sector, while for 

Serbia we have an increase in the annual data. 

Keywords: Insurance market, Covid-19 Pandemic; Financial Impact, Albania, Serbia, North 

Macedonia 

 

 

INTRODUCTION 

The insurance market in the world is one of the most active growing sectors. According 

to the study of the Swiss New Institute in 2020, for the year 2019, the growth of premiums 

globally remained stable around 3%1, or translated into real statistics 6.3 billion US dollars. Also, 

for 2019, inflation indexed, life insurance premiums increased by 2.2% while those for non-life 

products (Nonlife premiums) increased by 3.5%. The most important markets are those of North 

America, East Asia and Europe with respectively 42.53%, 27.91% and 25.76%. In the Central 

and Eastern European, according to the Deloitte CEE Insurance M&A Study in 2019, the 

region’s total premium income grew by a further 6.3%, breaking the record gross premium 

income of 20182.  

Since the fall of the Berlin Wall and with the change from a planned economy to a 

market economy, even for the countries of the Western Balkans, this market in the last three 

decades has experienced considerable development. For 2019, according to studies conducted 

by Deloitte experts (statistics of The Economist Intelligence Unit (EIU)3, for these countries, this 

market occupies on average 1.5 to 2% of Gross Domestic Product. The current performance of 

this market, as well as that of many other economic markets, has been tested by the Covid-19 

sanitary crisis. In fact, since the beginning of March 2020, this crisis has caused a major health, 

economic and social problem globally. The death toll for 2020, according to the Johns Hopkins 

University Center for Science and Systems Engineering4 but also by the World Health 

Organization5 (WHO), was over 1.8 million. This sanitary crisis still continues and the most 

problematic regions being endangered are the European and North American countries where 

                                                 
1
 https://www.iii.org/sites/default/files/docs/pdf/a_firm_foundation_2019.pdf 

2
 https://bbj.hu/economy/statistics/analysis/covid-helps-insurance-manda-hurts-banking-mergers-in-cee 

3
 https://www.eiu.com/industry/financial-services/subsector/insurance 

4
 https://gisanddata.maps.arcgis.com/apps/opsdashboard/index.html#/bda7594740fd40299423467b48e9ecf6 

5
 https://www.who.int/data/stories/the-true-death-toll-of-covid-19-estimating-global-excess-mortality 

https://gisanddata.maps.arcgis.com/apps/opsdashboard/index.html#/bda7594740fd40299423467b48e9ecf6
https://www.who.int/data/stories/the-true-death-toll-of-covid-19-estimating-global-excess-mortality
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are located almost 90% of Covid positive cases and over 75% of Covid life losses have been 

registered. 

According to the former Head of the International Monetary Fund (IMF) Dominique 

Strauss-Kahn, this sanitary crisis is not the same as the crises in the past, (Strauss-Kahn, 

2020). This global sanitary crisis produced another economic crisis, which, according to 

many economists, can be classified as the greatest crisis since the Great Depression of 

1929. In fact, this pandemic has hit almost all the sectors of the world economy. Firstly, the 

exponential growth of Covid positive cases forced governments to take drastic measures by 

closing external borders (Jin Wu, et al., 2020). And secondly, measures to protect against 

the spread of the virus through quarantine created a blockage of businesses (Peterson & 

Thankom, 2020). The impact of this sanitary crisis has reduced economic growth to alarming 

levels (De Vijlder, 2020). This problem has also been channelled into the insurance industry.  

For the insurance companies, this crisis is nothing new. They have already known 

sanitary crisis and natural disasters, but certainly not to this extent (Holliday et al., 2021). 

During 2020, the impact of this pandemic was unpredictable. The regions of North America, 

East Asia (Pacific Asia) and the Eastern Mediterranean countries, had a slight increase in 

premiums between 2 and 1.3%, while the regions of Europe, Africa and Latin America 

recorded a decline respectively by 3%, 10% and 16%6. The data show that the less 

developed regions in the insurance industry sector, Latin America and Africa, have higher 

declines. 

This crisis did not spare even the countries of the Western Balkans, where the 

number of Covid positive cases and Covid life losses was relatively high. According to the 

WHO7, although these countries imposed strict restrictions such as quarantine, closure of 

businesses and educational institutions, they recorded a total of 689,971 Covid positive 

cases and 12,995 dead. The most problematic countries were Serbia, Bosnia and 

Herzegovina and North Macedonia, which are ranked among the 15 most affected countries 

on the European continent (Huszka & Lessenska, 2020). The COVID-19 pandemic has 

plunged the Western Balkan economies into a deep recession, as in other parts of the 

world, although governments of these countries applied an easing fiscal policy, the crisis 

impact was reflected in the gross domestic product (World Bank, 2021). Thus for 2020, the 

Western Balkans registered an economic activity estimated at 3.4 % (figure 1 below), which 

is the worst downturn on record.  

 

                                                 
6
 https://www.atlas-mag.net/article/marche-mondial-de-l-assurance-en-2020 

7
 https://covid19.who.int/ 
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Figure 1. Impact of Covid-19 on the economy of the Western Balkan countries, 2019-2020 

 

Source: (World Bank, 2021) 

 

The most affected countries were Montenegro and Kosovo. Their economies 

respectively fell to -15.2% and -6.9% (Figure 1). While the economies of Serbia and Albania 

seem to have been more resilient, amortizing this decline respectively to -1% and -3.3% (World 

Bank, 2021). This economic downturn was also reflected in the insurance industry declining in 

the Life and Nonlife insurance products markets. In fact, the closure of the economy for several 

months hit both the demand and supply of many economic sectors. For sectors such as 

transport, tourism or conventional trade, survival was difficult, while for others such as the 

pharmaceutical industry or digital business such as GAFAM89, they recorded an increase in 

annual revenue (Deneux, 2021). 

In this context, the aim of this article was to identify the impact of the Covid-19 pandemic 

on the insurance sector for the Western Balkans countries, and more specifically how this 

pandemic has affected the share of GDP as well as Life and Non-life insurance products. 

 

THEORETICAL BACKGROUND  

The insurance industry is not like other sectors of the economy. If in other sectors, firms 

know the price of a product or service in advance because they know the costs from production 

to sales, in the insurance sector the calculation of a premium is calculated taking into account 

the probability of risk occurrence. So, insurance companies sell an insurance product, a hedge 

against a risk, the event of which is uncertain that it may occur in the period in which it is 

                                                 
8
 https://www.linformaticien.com/biz-it/57711-42des-resultats-financiers-confortables-pour-les-gafam.html 

9
 https://www.lsa-conso.fr/chiffres-les-performances-hors-normes-des-gafa-en-2020,373313 
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covered by the insurance contract. It is impossible for companies to know for sure the cost 

of the premium that customers have to pay or compensation in the event of a risk for which 

the customer is insured. So, the customers first pay for the product and then, if the risk for 

which they are insured occurs, they receive compensation from the company. Thus, to set 

the amount of his premium, the insurer can only rely on previous statistical studies giving 

him an idea of how much the compensation will cost if the risk phenomenon occurs. Insurers 

are therefore obliged to set aside the financial amounts needed to cover insurance 

promises, without having 100% certainty that this capital is sufficient to meet their 

commitments10. 

As for the functioning of premium management, insurance companies divide it into 

management through capitalization of premiums and management through their 

redistribution. In the management through capitalization, the insurer capitalizes premiums 

for a long period, according to a compound interest technique. Insurance made in this form 

is life insurance such as private pensions. While in the management through redistribution, 

the insurer, during the exercise of the annual activity, uses the amount of premiums paid by 

all the insured, to compensate those who have suffered damages during the fiscal year. This 

management method is used for insurance provided to customers in case of road accident, 

fire or health insurance. 

In the case of Covid-19, the pandemic hit both the demand and supply of most 

economic markets. According to Strauss-Kahn, (2020), measures taken by governments to 

quarantine the population for several months caused a shock to the economy on the 

aggregate supply, due to declining output generated by labor shortages. On the other hand, 

this creates a shock on the aggregate demand. The lack of income for families as well as 

the self-isolation, have decreased the consumption and consequently decreased the income 

or receipts. This cycle well known to economists leads the country's economy into recession 

(Strauss-Kahn, 2020). 

In the insurance market, economic theory analysis the behavior of insurance 

companies and the behavior of other economic agents who contracts these companies. 

Being called the theory of uncertainty, it has formalized the behavior of the insured through  

neoclassical microeconomic models. At the macroeconomic level, general equilibrium 

studies, which contain a strong normative trend, pose a new problem related to the 

information asymmetry between insurance companies and their insurers. This theory dates 

back to the 1960s when economists began to seriously identify information problems related 

                                                 
10

 https://www.assurance-et-mutuelle.com/assurance/secteur-assurance.html 
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to health analysis. It was Kenneth Arrow who identified the limited consumer information 

(Arrow, 1963). In fact, the main point is that insurance companies are not fully aware of the 

risks they insure when insurers, who usually know risks better than companies, can modify 

them in their favor (Laffont, 1976). Arrow also introduced the problem of moral hazard into 

the economic literature when Akerlof raised the problem of adverse selection, which 

(unfortunate) occurs as a result of various and unidentifiable risks (Akerlof, 1970). It 

highlights the negative consequences that information asymmetry can have on the 

functioning of markets. 

Information asymmetry describes the situation in which two economic agents have 

differentiated information. When information asymmetry occurs in a commodity exchange 

situation, one agent has more information than the other agent (Rothschild, and Stiglitz, 

1976; Stiglitz, 1977). This shows that in cases where we have market inefficiencies, state 

intervention is necessary (OFCE, 2012). The insurance sector is a typical sector where 

markets cannot function efficiently (Spence, 1978). Such a case is sickness insurance 

where the price of the insurance contract should reflect the cost of the insured (Geoffard, 

2004). 

Also, currently, due to climate change, the consequences on natural hazards can not 

be fully recognized. With the increasing intensity and frequency of climatic phenomena 

causing natural disasters, insuring people and covering second-hand costs is a challenge in 

itself for insurance companies. The problem of the efficiency of insurance markets is as big 

as the case of the real estate market where the microeconomic theory and especially the 

hypothesis of the perfect advance of future damages is difficult to operate (Mauroux, 2015). 

For buyers searching for an apartment takes time and work to have an optimal choice 

(search costs). The opposite happens with sellers who perfectly know the product. Even in 

this case, the lack of market efficiency requires an intervention of a prior information policy, 

even by the state. Also, total knowledge of the consequences of a hazard is not easy and 

requires constant scientific knowledge. In some cases, it is even more difficult because 

scientific knowledge can be the object of scientific controversy. It is the case of the impact of 

climate change on meteorological phenomena and natural disasters. Individuals' opinions 

are often generated by information made available by government, media or social 

networks. Contextualizing it, currently we have the ongoing sanitary crisis of Covid-19. 

Consequently, we are testing the theory of decision making in situations of uncertainty 

(Etner et al., 2011). In this unfamiliar situation where information is limited and uncertain, 

decision making depends not only on its characteristics but also on the context in which the 
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decision is made. In this case we have the hypothesis of Tversky and Kahneman (1973) 

called “gambler’s fallacy” and the so called “availability heuristic”.  

The Covid-19 pandemic is considered an “extreme” or “catastrophic” risk where the 

losses are no longer economic but human. Market efficiency, thus, gives way to state 

intervention. The government intervenes in emergencies to minimize the damages that can 

be human, sanitary and economic. Insurance companies and clients are totally in a state of 

uncertainty due to the lack of information that comes only from government decision-

making. So, the main hypothesis of this article is that state intervention in pandemic 

management produced an information asymmetry for insurance market agents which 

translates into declining performance by markets that have a fragility and low resilience to 

exogenous risks as is the case with Covid-19. So, the more developed an insurance market 

is, the more it adapts to “extreme” risks and the more the information asymmetry between 

market actors decreases. 

 

METHODOLOGY 

To test our hypothesis, we used a comparison method between two economic 

periods, before and during the Covid-19 crisis. Although time series analyzes of the 

relationship between economic activities and causal and random phenomena may not 

provide complete state of the art, the comparative and historical method remains one of the 

best instruments used in the social sciences to achieve scientific knowledge (Waentig, 

2014). This method not only enables to know the past but moreover it enables to analyse 

the present and more precisely the behavior of economic agents towards the problem we 

are analysing. It is commonly used in economics to make not only diagnoses but also 

predictions for the future (Laplante & Dumazedier, 1969). Also, it is often used in 

management science to improve data processing techniques of economic activity (Curchod, 

2003). In our case, this method has been used in the context of identifying the impact on 

Covid-19. Data before the Covid-19 period have their extent limited to 2016. The analysis of 

the time series created from 2016 to 2020, give an important result in terms of the impact of 

this pandemic not only on the level of gross domestic product (GDP) but also at the industry 

level. The information sources were the articles and statistics published by the financial 

institutions of the countries taken into analysis as well as the databases of international 

institutions such as the World Bank. The last step was the selection of the states that were 

taken in the study. Thus, based on some objective criteria regarding the development of the 

insurance sector, we selected three countries: Serbia, Albania and North Macedonia (figure 

2). 
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Figure 2. The Western Balkan countries taken into analysis 

 

Source: adapted by the authors (2021) 

 

FINDINGS  

Impact of the insurance industry on the GDP ratio 

From the analysis of statistical data for the three countries, we have a slight increase 

from 2016 to 2019, respectively, for Albania from 1.04% to 1.05% and North Macedonia from 

1.44% to 1.52%. For Serbia, however, this ratio remains almost constant at 2% of GDP (figure 

3). 

Since the beginning of the pandemic, according to The Health System Response 

Monitor (HSRM11), anti-covid measures taken in 2020 by the governments of Serbia, Albania 

and North Macedonia created a different economic environment for the insurance sector. 

The results show that for North Macedonia we do not have any change from 2019 to 

2020 of the weight of this industry in relation to GDP. Only Albania has an almost negligible 

decline of 0.02%. This indicates that this industry at the overall economic level has not been 

affected by the Covid-19 pandemic. 

                                                 
11

 https://eurohealthobservatory.who.int/monitors/hsrm/ 
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Figure 3. Gross written premiums ratio to GDP (in %) for Albania, Serbia and North Macedonia 

 

Source: adapted by the authors (2021) 

 

Impact of Covid-19 on Gross Written Premiums by Insurance Categories 

According to a study conducted in 2020 by Deloitte12 for CEE region, the total insurance 

market on Gross Written Premiums, from 2016 to 2019, increased by 26.6% for Serbia with an 

annual growth rate of 8.2%, increased by 26.9% for Albania with an annual growth rate of 8.3%, 

and increased by 21.3% for North Macedonia with an annual growth rate of 6.7%. 

For 2020, for all three countries, the category of Non-Life insurance dominates the 

market, and it is respectively 76% for Serbia, 93% for Albania and 83% for North Macedonia. 

The impact of Covid-19 on Gross Written Premiums in total and by categories varies between 

Albania, Serbia and North Macedonia (figure 4). Thus, in total, we see that for Serbia we have 

an increase of 2.5%, while for Albania and North Macedonia we have a decrease of -5.7 and -

5%, respectively. 

The impact of Covid-19, reflects almost the same Gross Written Premiums divided into 

Life and Non-Life insurance categories. Thus, for the Non-Life category, the impact of the 

Covid-19 pandemic, for Serbia, is in positive ratio respectively with 1.9%, while for Albania and 

North Macedonia we have a negative decrease in percentage with respectively -5%, and -5%. 

The same trend is for the Life category where for Serbia we have an increase of 4.6%, while for 

Albania and North Macedonia we have a negative decrease in percentage, with respectively -

4.1% and -5.1%. 

                                                 
12

https://www2.deloitte.com/content/dam/Deloitte/ce/Documents/finance/ceMA_Insurance_study_2020_digital.pdf 
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Figure 4. Impact of Covid-19 on Gross Written Premiums (in 000 Euros) between 2019-2020 

 

Source: adapted by the authors (2021) 

 

Impact of Covid-19 on major insurance companies 

The structure of the insurance market in Albania and Serbia seems polarized and owned 

by a small number of companies which also have the largest share of Gross Written Premiums. 

Results shows that in Albania, the first 4 companies Sigal UGA, Albsig, Sigma Interalbanian VIG 

and Eurosig control almost 70% of the insurance market. In Serbia, also the first four companies 

Dunav, GeneraliOsig, Wiener and DDOR, control 75% of the market. The opposite is true in 

North Macedonia where the market looks more competitive and where most companies have a 

Gross Written Premiums figure between 10% and 15% (figure 5). 

For 2020, the pandemic effect has hit a good part of corporate activity in all three 

countries. In Albania, with the exception of two companies, Albsig and Atlantik, which result in 

positive outcomes of respectively 14% and 3%, , all other companies have a revenue loss of an 

average of -10%. North Macedonia also has this trend where except for Halk company which 

has a positive growth rate of 57%, other companies have a negative average rate of -10%. The 

most affected companies in Albania are Intersig, Eurosig and Ansig with respectively -15%, -

12% and -11%. While in North Macedonia the most losing companies are Grawe nonlife, 
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Insurance Policy, Triglav, Winner and Evroins, respectively -26%, -15%, -14%, -12% and -11% 

(figure 5). Less affected by the Covid-19 crisis are insurance companies operating in Serbia. In 

Figure 5 we see that the companies most affected and having a negative balance are Sogaz, 

UniqaNezivot and UniqaZivot with respectively -45%, -11% and -10%. 

 

Figure 5. Impact of Covid-19 on insurance companies (000 Euros) between 2019-2020 

 

Source: adapted by the authors (2021) 

 

Impact of Covid-19 on insurance products 

The Covid-19 pandemic blocked a good part of the economy which was reflected in the 

specific markets of insurance products. Anti-covid measures and the quarantine for several 

months of the population and economic activities such as transport, retail, travel, etc., were also 

reflected in the shock on demand for insurance products. Insurance companies and consumers 

of their products were found unprepared for this sanitary catastrophe. Intervention by 

governments through extreme measures has led to a differential shock to their markets. Figure 

6 shows the ranking by products in the annual premium ratio as well as the impact on % of the 

revenues between 2020 and 2019, for all three countries. It is clear that in all these three 

countries, the markets that have experienced second-hand product supply are those related to 
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travel, transportation, Fire and Other Damage to Property Insurance, Accident and Health 

Insurance, Green Card Insurance, Casco Insurance, General Liability Insurance, Credit and 

Suretyship Insurance, Border Insurance, Marine, Aviation and Transport Insurance. Thus, in 

Albania the most affected are Marine, Aviation and Transport Insurance, Border Insurance and 

Green Card Insurance has decreased respectively by -76%, -55% and -42% (figure 5). We also 

have the same products in North Macedonia that have significant losses. The most affected 

markets are General Liability Insurance, MTPL Insurance, Motor Insurance, Casco Insurance, 

Marine, Aviation and Transport Insurance, with respectively -36%, -10%, -9%, -7% and -5%. 

 

Figure 6. Impact of Covid-19 on the markets of insurance products (000 Euros) 

 between 2019-2020 

 

Source: adapted by the authors (2021) 

 

The markets for these products are the least affected in Serbia. Except from General 

Liability Insurance, Marine, Aviation and Transport Insurance and Credit and Suretyship 
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Insurance, where the markets for these products have fallen respectively by -23%, -4% and 1%, 

other markets remain positive. 

 

DISCUSSION AND CONCLUSION 

The results of this article show that state intervention through market government 

measures, created for both the supply and demand of insurance products, a situation of shock 

and uncertainty which was dependent on the absorption capacity of the market structure. The 

insurance market for Serbia is more developed and there is a greater depreciation of this shock 

which shows a positive result. It is different for the insurance industry in Albania and North 

Macedonia where the market needs to be more mature and solid.  

Undoubtedly, this study has its limits. Analysis of the pandemic correlation to the 

insurance industry requires more complete information on actors and their behavior. Also, the 

lack markets analysis for life products is another limit of this study. The hypothesis of the stage 

of market development as one of the factors resisting13 the impact of the Covid-19 pandemic, 

requires a deeper factor analysis. 

Besides, the Covid-19 pandemic has hit many markets of insurance industry products for 

the countries of the Western Balkans, especially those related to transport and travel, but it can 

also be seen as a generator of other new markets for this industry. In addition to classic 

products such as property protection, family, financial, etc., the Covid-19 pandemic has created 

new products for the insurance industry (Holliday et al., 2021). New markets have been created 

by the pandemic and the digitalization of economic, financial and sanitary activities. 

Thus, the Swiss insurance company “Chubb” and the mediation company “Marsh14” are 

proposing insurance coverage for the Covax vaccination program created by the WHO15. 

Cybercrime16 is another problematic phenomenon that gives an expansion to the insurance 

market. In recent years, with the digitalization of a good part of economic activity and the 

change of the labor market where a good part is being moved from offices to residential houses, 

cybercrime insurance is becoming an emergency for all economic agents, especially for private 

and public firms. In fact, the pandemic has favored an insecure situation from cybercrime, which 

has created an increase in the demand for insurance against this phenomenon (Delcamp, 

2020). According to the creator of the American defense program McAfee, for 2019, cybercrime 

has cost 1000 billion US dollars to the world economy. Despite a small increase in the insurance 

                                                 
13

 https://www.revue-risques.fr/2020/09/lassurance-facteur-de-resilience-de-leconomie-face-aux-risques-cyber/ 
14

 https://www.mmc.com/ 
15

 https://www.atlas-mag.net/sites/default/files/AtlasMagazine_2021-06_fr.pdf 
16

 https://www.atlas-mag.net/sites/default/files/AtlasMagazine_2021-
06_fr.pdf#%5B%7B%22num%22%3A68%2C%22gen%22%3A0%7D%2C%7B%22name%22%3A%22XYZ%22%7D
%2C0%2C842%2C0%5D 
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market for Serbia, Albania and North Macedonia registered a small decline. The health industry 

such as hospitals and pharmaceutical firms, and the financial industry such as banks, insurance 

companies and intermediaries, are most at risk. According to a study by the law firm 

PricewaterhouseCoopers (PwC), the number of cyberattacks in the health sector since the 

beginning of the Covid-19 pandemic has increased by 500%. As for the financial sector, 

according to the president of the US Federal Reserve (FED), globally, cyber attacks for 2020 

increased by 38%. According to a survey by the Bank for International Settlement (BRI), cyber-

financial attacks hit strong big banks and insurance companies. 

For 2021 onwards, according to the rating agency Moody`s, the financial performance of 

life and non-life insurers in 2021 will be strongly affected by the losses and economic 

consequences caused by the Covid-19 pandemic. Maintaining a low interest rate by the central 

banks as well as the downturn in the world economy will have a negative impact on this sector. 

Also, insurers will now need more financial capital to cope with this pandemic. Moreover, the 

Covid-19 crisis is also structuring the labor market. Working remotely requires some traditional 

insurance agencies17. 

In conclusion, the insurance industry, for the countries of the Western Balkans, faces the 

same challenges as in other Western countries with developed economies. The implementation 

of the European Solvency18 II directive, also for the countries of the Western Balkans, is 

necessary to increase the performance and competitiveness of the insurance and reinsurance 

sector19. Besides, this industry should also be seen as a cushioning and resistance factor to the 

ongoing20 Covid-19 pandemic (Sigma, 2019). 
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